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Alis already beginning to be deployed in some areas of the film and TV production process,' though the
potential magnitude of its long-term impact is still coming into focus. Our research and discussions with
studio executives, producers, and technology leaders suggest that uncertainty around Al extends beyond
whether and how it will change production to how those changes manifest throughout the content and
distribution ecosystem. While the technology’s limits, adoption trajectory, and potential scale of impact
are yet to be determined, historical technological shifts and early use cases suggest Al could, over time,
materially alter the industry’s structure and profit pools.

As aresult, industry leaders face practical questions about near-term operating choices and strategic
guestions about what Al could mean for their businesses longer term.” Based on our recent experience,
research, and discussions, Al’'s expanding capabilities have prompted some leaders to begin to reevaluate
their business strategies while recognizing they must also manage looming concerns about labor impacts,
potential risks, and the nature of creativity. As Sean Bailey, an industry veteran and founder of B5 Studios

described the challenge to us, Al may represent “a more significant platform shift than we have ever seen
before in our industry.”

To understand how Al could impact the overall video content industry, we interviewed over 20 media
leaders, including studio and production executives, talent agents, Al innovators, and academics; drew
learnings from our work with video content companies; and analyzed broader industry data and the history
of technology innovations in content production and distribution (see sidebar, “About the research”).

The rise in Al comes at a moment when video industry players are already under immense pressure.
Consumer attention is fragmented amid an abundance of content and finite viewing time, and attention is
shifting away from traditional channels to streaming platforms and user-generated content (UGC). In the
United States, for instance, daily viewing hours spent on linear TV? declined by 4 percent CAGR from 2022
to 2024, while streaming* grew by 13 percent and social video platforms grew by 14 percent (Exhibit 1).
Consumers are also changing how they watch, consuming video on mobile devices and increasingly using
their TVs to search for and view online videos, including user-generated content.’

At the same time, investment in content is leveling off. In the United States, which represents over half of
global spend,® original content spend is projected to decline by 2 percent per year as buyers turn to sports
rights and licensed programming, which can attract outsized audiences or cost less (Exhibit 2). These
projections do not include the potential impact of Al, which introduces significant uncertainty around
content spending.

Amid these shifts in supply and demand, leaders interviewed indicated Al has the potential to impact

many production processes,” as well as back-office operations.® New tools and early experimentation are
already demonstrating single-digit productivity improvement potential in some use cases, while also raising
important questions about intellectual property (IP), authenticity, and the future of creative work.’

"Production processes span the following categories: development and pre-production, including conceptualizing new formats, storyboarding
and visualization, script breakdowns, casting and rehearsals, and development of production plans; physical production, including set
construction and virtual production, principal photography, wrap and strike, and reshoots; and post-production, including image generation,
AV sync and editing, logging and tagging, editing, sound and music, and subbing and dubbing.

’Based on McKinsey client engagements over the past 18 months.

3Linear TV is defined as content delivered via cable, satellite, or antenna.

4S’[reaming includes advertising video on demand (VOD), free ad-supported streaming TV, subscription VOD, and virtual multichannel video
programming distributors.

®For example, YouTube represented 12.5 percent of all TV viewing time in May 2025 in the United States. “Streaming reaches historic TV
milestone, eclipses combined broadcast and cable viewing for first time,” Nielsen press release, June 2025.

®Global content spend in 2024 was $180 billion (excluding sports content), of which roughly $101 billion was in the United States. McKinsey
Content Spend Forecast, 2025.

! McKinsey analysis and expert interviews.

SWhile this report focuses on Alimpact in production specifically, opportunities also exist across other workflows and functions. See “The
state of Alin 20256: Agents, innovation, and transformation,” McKinsey, November 5, 2025.

9McKinsey analysis and industry expertise.
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Exhibit 1

Video viewing time is projected to plateau, based on market momentum,
with streaming and social video capturing a larger share.

US total video viewing hours by video type, billions of hours
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Note: Figures may not sum, because of rounding. To estimate video viewing time, we aggregated 3rd-party data to build a view of time spent across video
types. Future forecasts for viewing time are based on current market projections.

"Live viewing of video in movie theaters (does not include “theater”).
“Broadcast and pay-TV.

3Advertising video on demand (VOD), free ad-supported streaming TV, subscription VOD, and virtual multichannel video programming distributors.

Source: eMarketer, accessed Oct 2025; PQ Media, accessed Feb 2025; Kabir Ahuja and Marc Brodherson with Jamie Vickers and Jordan Bank, “The ‘attention
equation” Winning the right battles for consumer attention,” McKinsey, June 10, 2025; McKinsey analysis
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Exhibit 2

Total content spend in the United States is leveling off as entertainment
companies focus on profitability over growth.

US content spend by type,' excluding sports rights, $ billion
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Note: Historical production output and spend are modeled using a bottom-up approach based on title-level data, segmented by distributor and genre. This
analysis, together with interviews with senior industry leaders, informed a scenario-based forecast through 2030 for production volume and spend across
distributors and genres. Historical values and projections were then refined through triangulation with top-down spend figures from analyst reports and public
company filings.
'Spend is allocated to the year of initial release. Some of the decline through 2024 is attributable to strike impacts.

Source: Expert interviews; data from Luminate, accessed Sept 2025; Omdia, accessed Dec 2025; publicly reported company financials; S&P Global Market
Intelligence Kagan, accessed Sept 2025; McKinsey Content Spend Forecast
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While the longer-term implications are not yet clear, this research seeks to identify some potential industry
outcomes, starting with already-emerging impacts on production workflows. It also explores how Al could
change what content is created and who creates and distributes it over the longer term under varying
adoption scenarios.

The possible outcomes discussed include the democratization of high-end content creation, accelerating
the shift of consumer attention from professionally produced content to UGC platforms and smaller
studios, as well as entirely new forms of content and distribution, including more immersive, personalized,
or participatory entertainment. Our report also identifies the potential redistribution of economic value
and the potential for a net increase in total content supply and demand if Al's impact is similar to past
disruptions from the rise of new production and distribution technologies. This includes potential impacts
on production workflows, influencing approximately 20 percent of original content spend in the next five
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years® and redistributing up to $60 billion of annual revenue within five years of mass adoption of Al use
surpassing that of incumbent technology."

Many in the industry have raised concerns about how Al adoption could affect these potential outcomes
and other possible scenarios, including the impact of Al on creativity and the already-declining number of
entertainment jobs, while others question whether certain uses of Al should be permitted at all in creative
production. Current adoption and impact is uneven, and its future trajectory is uncertain. As several
executives made clear, Al-generated output is not yet at a quality level to drive meaningful disruption, with
content that in many cases does not meet premium production standards. While this may change, leaders
interviewed noted that there are limits to how deeply Al will disrupt end-to-end content creation and the
art of storytelling in established TV and film formats.

© McKinsey analysis and expert interviews, 2025. For more information on the research methodology, see sidebar, “About the research.”

"Annual revenue projection applies a historical pattern of revenue contractions (following the shifts from stage plays to cinema, linear
to streaming, and long-form to short-form) to forecasted revenue. Sources include Gerben Bakker, The evolution of entertainment
consumption and the emergence of cinema, 1890—1940, Economic History Working Papers, London School of Economics, June 2007,
Kabir Ahuja and Marc Brodherson with Jamie Vickers and Jordan Bank, “The ‘attention equation’: Winning the right battles for consumer
attention,” McKinsey, June 10, 2025; McKinsey analysis, 2025. Revenues are calculated based on average monetization rates per hour
and viewership hours, as reported in “The ‘attention equation’,” June 10, 2025. Annual revenue projection includes linear, theatrical, and
multichannel video programming distributor (\MVPD) distribution in the United States; it applies a7 percent per year decrease from 2024

over five years, in line with McKinsey analysis of average CAGR.

About the research

This report is based on the following research
methodologies:

— Expertinterviews. We interviewed over 20 media
leaders, including studio and production executives,
talent agents, Al innovators, and academics, to
incorporate their perspectives and projections for
the future. We also interviewed McKinsey experts to
leverage their insights from years of serving clients in
the industry.

— Proprietary McKinsey analysis and reports. We
incorporated findings from our previously published
report “The ‘attention equation’: Winning the right
battles for consumer attention” (June 10, 2025), as
well as the proprietary McKinsey Content Spend
Forecast (2025).

— Third-party data. We aggregated data from
eMarketer, Luminate, Omdia, PQ Media, S&P Global
Market Intelligence Kagan, and several publicly
available reports cited throughout.

In estimating video viewing time, we aggregated third-
party data to build a view of time spent across video
types. Forecasts for viewing time are based on current
market projections.

Historical production output and spend are modeled
using a bottom-up approach based on title-level data,
segmented by distributor and genre. This analysis,
together with interviews with senior industry leaders,
informed a scenario-based forecast through 2030 for
production volume and spend across distributors and
genres. Historical values and projections were then
refined through triangulation with top-down spend
figures from analyst reports and public company filings.

Finally, projections related to value at stake are drawn
from our work, industry analyses of published use cases,
insights from expert interviews, a review of over 30
industry reports, and our analysis of patterns across
historical technological disruptions.
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This report is limited to exploring the business, not creative, implications of Al, and it does not assess
the choices that could arise as the impact becomes clearer (for example, how best to take advantage
of the productivity improvements Al may enable or the demand for new creative roles and skills even if
existing ones are affected).

In addition, several studios have challenged relationships with foundational models and publicly
available text-to-video tools that they claim were illegally trained on the studios’ IP. And there are
significant unresolved issues and debates around authorship and rights ownership, especially from
members of the creative community.

With all these forces at work, many critical uncertainties remain about the impact of Al on content
production, innovation, and the longer-term distribution of economic value across the ecosystem. In
the absence of clear answers, the insights that follow are intended to provide industry leaders with a
foundation for assessing what it may mean for their businesses operationally and strategically, what
markers to monitor, and what questions to ask as Al capabilities continue to develop.

Al is already showing potential to reshape some core production activities
Leaders we interviewed report experimenting across select production processes and finding
potential for 5 to 10 percent productivity increases in specific use cases this year.” Much of this initial
value comes from trials across development and pre-production workflows, with leaders telling us they
expect to expand to physical production and post-production over the next five years.

Development and pre-production at the forefront

Development and pre-production can be particularly time-consuming, especially when
communicating creative vision. Leaders noted that, while it is still early, more developed use cases
exist in this area than in other production phases, in part because they require less technical
complexity and pose lower adoption risk, making it a logical starting point. Indeed, our research finds
that these early adopters are already realizing mid-single-digit productivity-related increases across
the pre-production process, with more in certain genres or workflows. “People are now coming to
pitches with clearer visual directions and pre-production steps [using Al],” said a former executive

at a streaming company. Leaders interviewed noted longer-term potential for pre-production
changes to affect later stages, such as physical production and post-production. This could include
amindset shift from the norm of “fix it in post” to “fix it in pre,” according to Hannah Elsakr, Adobe’s
vice president of gen Al new ventures. Similarly, use cases including A/B testing of story beats and
analytics-led script breakdowns that identify production elements, such as location, props, and shot
lists, could allow teams to be more targeted and shoot faster when on set.

Room for advancement in physical production

Physical production, including set construction, principal photography, and reshoots, represents
the majority of production activity.® Despite some examples of Al use in physical production, such
as Netflix’s first original series with Al-generated final footage," early adoption lags that of pre- and
post-production. Adoption barriers cited by industry executives include limitations of current tools;
protections for creative talent across IP, contracts, and labor; and concerns around consumer
preferences. “Creative integrity is so important,” said Kevin Lingley, executive vice president of Al at
Fremantle. “It doesn’t matter what is used to produce content; viewers need to feel they are being
engaged and entertained in the best way possible, and not being lied to.”

12M(:Kinsey analysis, engagements, and expert interviews, 2025.
13 McKinsey analysis, 2025.
" Netflix, Inc. FQ2 2025 earnings call, S&P Global Market Intelligence Kagan, July 17, 2025.
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If these challenges are addressed, interviewees identified potential for two long-term shifts. First,
on-location and shooting processes could change. “Think about car chases, where you historically had
to lock down [parts of] a city for two months,” said a former executive of major film studio. “Instead, we
could re-create locations virtually.”

Second, physical production could be accelerated, both by shifting work into pre-production and by
reducing reshoots. “Shorter production cycles are a huge advantage to maintain momentum in a hit-
driven business,” explained Jan Lacher, senior vice president of content and business development,
RTL Group.

Usage growing in post-production

Post-production work is often outsourced and can be the second most intensive step, particularly for
VFX-heavy sci-fi and blockbuster movies.” Producers noted that Al is already used to dub and localize
content and to accelerate footage clipping and video library filtering, a trend illustrated by Moments
Lab’s partnership with Banijay.” Many highlighted that additional uses are still to come. For example,
aformer executive at a major media company projected that once Al is adopted, it could accelerate
current processes and eventually define new Al-native workflows in animation and VFX projects.
Once tools reach what RTL’s Jan Lacher called “professional-grade resolution and consistency,” post
schedules could shorten significantly, according to leaders, and Al could start to blend post-production
into the pre-production process. “That is revolutionary in terms of the way we make content,” said
Adrienne Lahens, CEO and cofounder of Infinite Studios.

What past innovations may indicate about AI's potential industry impact

While there are early signs of impact as organizations experiment with opportunities in content creation,
the longer-term implications for the overall industry remain even more uncertain, with multiple possible
outcomes.

To understand how the industry might evolve, depending on the extent of Al adoption, our research
explored what ten of the most significant past content production and distribution technology
innovations” might teach us about Al's potential (Exhibit 3). Four main lessons emerge from this
analysis:

1. New production technology drove significant change in industry economics, redirecting some
spend to tech vendors and passing most of the value to distributors. The introduction of digital
cinematography illustrates this pattern. It marked a shift from film stock and processing costs to
digital production and enabled faster, more flexible workflows on-set.” Some of the value delivered
was captured by the vendors who provided this new technology, but in many cases distributors
gained the majority of the value at stake from production technology shifts through higher
profit margins.” A similar redistribution of value could occur with Al as a result of the structural
fragmentation of producers versus concentration of distributors, with seven buyers making up
84 percent of US content spend.”

® McKinsey analysis, 2025.

1E‘“Banijay Entertainment boards Moments Lab for Al video discovery solution,” Banijay press release, September 30, 2025.

17Signiﬂcance based on their economic impact.

" Gourav Gill and Rahul Tiwari, “The impact of digital technology on film production and distribution,” International Journal of Novel
Research and Development, June 2023, Volume 8, Number 6.

" Elizabeth Mixson, “Digital disruption in the film industry,” Intelligent Automation Network, April 2, 2021.

» McKinsey Content Spend Forecast, 2025.
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Exhibit 3

Past technological innovations in video production can offer lessons about
Al's potential impact.

Timeline of technology milestones shaping video production, nonexhaustive

Innovation

Description

@ Production @ Distribution

Impact

‘ Motion picture
camera
1900s-1930s

Enabled mass film production and
theatrical exhibition; ~65% of the US
population attended cinemas weekly
in 1930

Shifted US consumer spending to cinema (1% annual
growth) and away from live entertainment (—4%) in
1909-38

© Broadcast TV
1940s-1960s

Brought video into the home; television
adoption increased by ~700% in the US
(1950-55)

Generated new TV ad revenue, reaching ~$700 million
in the US by 1953; cinema admissions declined by 25%
as broadcast TV expanded (1930-50)

@® Portable video
cameras
1960s-1980s

Lowered barriers to individual video
creation (portable video priced at
~$1,600, vs motion picture at ~$70,000)
and enabled filming outside traditional
studio sets

Created new formats of content, such as 24-hour news

© Home video: VHS,
DVD
1970s—early 2000s

Allowed audiences to watch content on
their own schedule rather than at
broadcast times; VCR ownership rose
from ~1% to 65% in the 1980s

Shifted consumption to the home, with home video
revenues exceeding theatrical distribution and home
video sales reaching $20 billion in 1995; created new
distribution channels

® CGl and digital
visual effects (VFX)
Late 1970s onward

Enabled large-scale virtual imagery and
higher visual fidelity

Shifted spending toward digital VFX (9 out of 10
top-budget films of all time use significant digital VFX
capabilities); expanded effects-driven genres

© Cable TV
Late 1980s onward

Expanded channel capacity (cable
networks grew from 28 to 79 in the US
in 1980-89) and enabled niche,
subscription-led programming (sports,
kids, lifestyle, news) away from mass
audience models

Shifted TV ad revenue from broadcast to cable (US
cable revenue rose from $1.5 billion in 1989 to

$10 billion in 2010 and overtook broadcast ad
commitments in 2013); broke fixed runtime (30- and
60-minute) formats; enabled premium TV, first-run
movies, and pay-per-view sports events through paid
access models, with cable becoming the home of
“prestige TV” in the 2000s

® Nonlinear editing

Enabled digital, nondestructive editing,’

Modernized post-production and enabled the rise of

cinematography
Late 1990s-2010s

tion; share of productions shot digitally
increased from 0% to 50% (2000-12)

1990s onward letting editors rearrange shots instantly unscripted formats; ~44% of US viewers watched
without cutting film reality television regularly
@® Digital Marked a shift from film to digital produc-  Decreased distribution costs by ~90% for digital vs film

© Open internet
video platforms

Enabled global distribution at near-zero
marginal cost; YouTube users grew from

Fragmented viewing across platforms, with social media
viewing increasing ~430% and linear TV viewing

viewing behaviors such as binge watching

2000s onward 0.2 billion to 2.74 billion users (2010-24),  decreasing ~60% in the US (2015-25)
giving creators direct access to audiences
@ Streaming Enabled global on-demand access via Reduced unit revenue per viewing hour, with streaming
Late 2010s onward cloud-based content libraries, supporting  averaging $0.32 per hour vs $0.45 per hour for linear

video; shifted revenue from linear to streaming (linear
down ~$40 billion, streaming up ~$53 billion) in the US
(2019-24)

"Nondestructive editing preserves original source files, allowing changes to be revised or reversed without loss of quality.

Source: In order of innovation type, then by description and impact. For motion picture camera data, Gerben Bakker, The evolution of entertainment consump-
tion and the emergence of cinema, 1890—1940, London School of Economics, June 2007. For broadcast TV data, Michelle C. Pautz, The decline in average
weekly cinema attendance, 1930—2000, University of Dayton, Summer 2002; Charles H Tower, “The economics of television,” Michigan Law School, Lectures
on Communications Media Legal and Policy Problems, Summer Institute on International and Comparative Law, 1955, 4; Gerben Bakker, The evolution of
entertainment consumption, June 2007. For portable video cameras data, Roland Denning, “The Arriflex 356BL: In 1972 this camera transformed 35mm film-
making,” Redshark, July 18, 2020. For home video data, Brian Santo, “The consumer electronics hall of fame: Panasonic PV-1563 VCR,” IEEE Spectrum, Nov 7,
2019; “Report finds VCR becoming the appliance of the '80s,” Chicago Tribune, June 13,1986. For CGl and digital VFX data, Griff Griffin, “10 most expensive
films of all time ranked—and where to watch them,” Newsweek, Aug 11, 2025. For cable TV data, “History of cable TV: A timeline,” SeatUp, Sept 14, 2022; Brad
Adgate, “The rise and fall of cable television,” Forbes, Nov 2, 2020. For nonlinear editing data, Jannik Linder, “Reality TV statistics,” Gitnux, Dec 11, 2025. For
digital cinematography data, Gourav Gill and Rahul Tiwari, “The impact of digital technology on film production & distribution,” International Journal of Novel
Research and Development, June 2023, Volume 8, Number 6; Andrew Stewart and David S. Cohen, “Filmmakers lament extinction of film prints,” Variety, April
17,2013. For open internet video platforms data, David Curry, “YouTube revenue and usage statistics,” Business of Apps, Nov 20, 2025; McKinsey Cross
Platform Viewing Times Model. For streaming data, Kabir Ahuja and Marc Brodherson with Jamie Vickers and Jordan Bank,“The ‘attention equation’: Winning
the right battles for consumer attention,” McKinsey, June 10, 2025; McKinsey Content Spend Forecast

McKinsey & Company

What Al could mean for film and TV production and the industry’s future



2. Historically, most value from production innovations accrued to large incumbents with the means to
invest, while consumers have benefited in multiple ways. For example, the first cameras were accessible
only to large professional studios,” and computer-generated imagery (CGl) expanded highly expensive
effects-driven genres like sci-fi and fantasy.” CGl improved the visual fidelity of films, raising the bar
for premium productions, and average Hollywood blockbuster budgets have increased by 30 percent
over the past two decades, with CGl shaping the highest-budget films.” Home video cameras, PCs, and
mobile phones have put video capture and editing tools in the hands of consumers, but Al may be the
first technology with the potential to enable creation of content at higher production values outside of
the large professional studios if tools improve sufficiently.

3. Most distribution innovations expanded consumer choice and often increased overall content supply
and demand. Television opened up more viewing occasions and time to watch and required more video
content to fill the available capacity.” The VCR and DVD made it possible to both capture and view films
on demand at home, creating more control and more choice, including the rise of “direct-to-video” films.*
UGC platforms enabled access to an abundance of free-to-watch, on-demand content across niche
genres and formats.”® Consumers now watch hours of user-generated content per day (see Exhibit 1).

4. New technologies are often adopted in unexpected ways, giving rise to new content formats and
distribution models. For example, early filmmakers treated the camera as a tool for recording
stage performances, rather than the basis for new forms of storytelling that it became.” Television
programming first focused on transmission of live events and education lectures yet went on to support
new episodic content formats.” Leaders noted that the use of computers in the animation genre was
first considered “niche” until Pixar evolved into one of the largest animation studios. Most recently,
mobile-phone cameras played a significant, if not primary, role in the rise of short-form content formats
and the open distribution platforms that are major destinations for consumers and advertisers.

Three potential ways industry dynamics could evolve

Together, these lessons from past innovations and our broader research suggest three potential industry-
wide outcomes from the scaling of Al: scaling of changes to current production workflows, wide-scale
democratization of professional-grade content creation, and the creation of new content formats and
distribution channels. These outcomes, which are not intended to be exhaustive or mutually exclusive, are
presented in order of their likelihood of occurring, based on our expert interviews and analysis. Whether and
how they ultimately play out (or other outcomes take shape) will depend on the extent to which high-end Al
production tools become democratized (and who captures the resulting value), creatives adopt these tools
across workflow steps, consumer viewing preferences change, new formats develop, and new distributors
and aggregators emerge.

?'Roland Denning, “The Arriflex 35BL: In 1972 this camera transformed 35mm filmmaking,” RedShark, July 18, 2020.

2 Griff Griffin, “10 most expensive films of all time ranked—and where to watch them,” Newsweek, August 11, 2025.

2 YouTube for Press, “YouTube by the numbers,” blog entry accessed December 2025; Movie budgets, The Numbers, accessed December
2025; McKinsey analysis.

*Leo Bogart, The Age of Television: A Study of Viewing Habits and the Impact of Television on American Life, New York: Frederick Ungar, 1956;
William Boddy, Fifties Television: The Industry and Its Critics, Urbana and Chicago: University of lllinois Press, 1990.

25Sal\y Hoffmeister, “Appeal of ‘direct-to-video’ grows among film studios,” New York Times, November 8,1994.

®David Curry, “YouTube revenue and usage statistics,” Business of Apps, November 20, 2025.

" Gerben Bakker, The evolution of entertainment consumption and the emergence of cinema, 1800—-1940, Economic History Working Papers,
London School of Economics and Political Science, June 2007; Tim Johnson, “My journey through cinematic camera movement,” master’s
dissertation, Stephen F. Austin State University, 2022.

% Steve Allen, “Television in the United States,” Britannica, January 5, 2026.
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1. Scaling of changes to current production workflows

Leaders we interviewed noted that it is likely Al will increasingly impact production workflows, given the
early signs their organizations have already seen. “l looked at every step of the workflow from ideation to
distribution, and | really think every single piece of it will be significantly disrupted,” said B5 Studios’ Sean
Bailey. Our analysis indicates that approximately $10 billion of forecast US original content spend in 2030
could be addressable by some form of Al.*

While adoption remains limited today, leaders interviewed noted a lag between technological
development and industry-wide uptake, as seen in the historical analysis. CGl provides a clear precedent.
As highlighted by Bryn Mooser, cofounder of Asteria, Jurassic Park’s landmark effects “changed the
entire industry,” ultimately increasing film budgets, even though Lucasfilm’s Industrial Light & Magic

had been founded nearly two decades earlier. However, interviewees said industry players will need to
address the many concerns about the technology’s use in artistic and creative endeavors, such as how it
affects creativity or authorship.

Interviews and past historical lessons suggest distributors are positioned to capture the majority of value
delivered from Al-driven increases in workflow speed and capacity. This is driven by structural market
dynamics, including a crowded producer market, consolidating buyer landscape, and transparency of
production budgets.*® Producers who make investments in new technologies, adapt their operating
models, and have or develop strong IP are also well positioned to capture a portion of this value.

How much economic value technology vendors could capture remains unclear. If broader video tools
follow the trajectory of large language models, with intense competition between vendors and open-
source models closely trailing best-in-class offerings, then value may largely pass through to distributors
and producers as tools become democratized and inexpensive. However, if top models meaningfully
diverge from others, tech vendors could adjust their pricing, capturing a greater share of value. Leading
model developers and top IP owners could also form exclusive partnerships for professional-grade video
models, building a closed-loop ecosystem, while traditional production service providers, such as motion
capture providers or special effects (SFX) specialists, may likely face mounting pressure as routine tasks
become automated.

2. Wide-scale democratization of professional-grade content creation

Al could also enable smaller studios and creative entrepreneurs to compete more directly with large
studios, with the potential to increase total content supply and open up new opportunities for the broader
creative community. The research indicates this outcome is less certain than the anticipated impact
across existing production processes. It may depend in part on whether the smaller creators apply Al to
deliver more high-end content rather than simply to increase the volume of content they produce. Already,
early use of Al tools has led to the development of what many refer to as Al “slop.” Interviewees also
acknowledged that incumbents still have distribution advantages. “In a world with even more content, IP
owners will have a relatively higher chance of success,” said Michael Porter, an industry expert. “Their
brands are more likely to cut through the noise in a world saturated with content.”

If widespread democratization of professional-grade content does occur, it could put additional financial
pressure on traditional producers and distributors. Large incumbents would need to rewire long-
standing workflows and operating models as this happens, while newer studios could adapt more quickly.

?The forecast for US original content spend that could be addressable by some form of Al is based on potential impacts on production
workflows influencing approximately 20 percent of original content spend in the next five years. McKinsey analysis and expert interviews,
2025.

nthe United States, seven players account for approximately 84 percent of distribution spend. McKinsey Content Spend Forecast, 2025.
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Entrepreneurial Al-enabled creators and artists could tell their stories in new ways and open distribution
platforms. “There are an ever-increasing number of entry points for content,” said Matthew Wilson,
chief legal officer, Fremantle. “Al only adds to our ability to play across new distribution channels.” The
combination of finite consumer attention and more content across more distribution points could have a
significantimpact on the current distribution landscape. A potentially analogous disruption followed the
rise of broadcast TV, which contributed to a 38 percent drop in the number of cinemas between 1930
and 1957 in the United States.”

Even a modest shift in viewer behavior could have a meaningful impact on industry profit pools. If, for
example, existing open video distribution platforms captured an incremental 5 percent of TV and film
viewing hours in the United States, there would be a $13.2 billion decline in US TV and film distribution
revenues. This loss would only be partially offset by a $7.5 billion increase in open-platform revenues.*
The roughly $5.7 billion decrease in net revenue in this example reflects a shift in viewership to open
platforms with lower monetization per hour.*®

3. The creation of new content formats and distribution channels

To the extent that Al gives rise to new content formats and distribution platforms, not just shifting
distribution across existing platforms, it could significantly redistribute economic value pools among
industry participants. The shifts from stage plays to cinema, linear to streaming, and long-form to
short-form each contracted incumbent revenue by an average of 35 percent in the five years after the
technology was widely adopted,* with consumers receiving a wider selection of less expensive content.®
While Al is still early in its adoption curve, applying this historical pattern to forecast revenue indicates
that around $60 billion of revenue could be redistributed within five years of reaching mass adoption, if
Al use surpasses that of incumbent technology.*®

Specifically, what these new formats could look like is difficult to assess, given the nature of the creative
process. However, many executives said such a shift is possible, based on past experiences. “We will
see awave of new formats with Al, in the same way that nonlinear editing innovations gave rise to a wave
of talent and reality shows,” said RTL's Jan Lacher.

Dani Van de Sande, founder and CEO of Artist and the Machine, noted more transformative shifts could
come as Al moves toward world models, systems that don’t just generate isolated assets but maintain
an internal understanding of characters, environments, rules, and cause and effect over time. “As world

' Thomas Doherty, “Can movie theaters survive? It's the most enduring question in Hollywood,” Hollywood Report, March 17,2023; Sam

Manning, Cinemas and Cinema-Going in the UK: Decades of Decline, 1945—65, University of London Press, 2020.

The analysis includes linear, theatrical, and streaming. Kabir Ahuja and Marc Brodherson with Jamie Vickers and Jordan Bank, “The
‘attention equation’: Winning the right battles for consumer attention,” McKinsey, June 10, 2025. Revenues were calculated based on
average monetization rates per hour, as reported in “The ‘attention equation,” and (changes in) viewership hours per video type.

B Kabir Ahuja and Marc Brodherson with Jamie Vickers and Jordan Bank, “The ‘attention equation’: Winning the right battles for consumer
attention,” McKinsey, June 10, 2025.

3 “Widely adopted” is defined as the condition of a new technology having a significant material impact on incumbents, such as overtaking
legacy distributor channels in viewership, or of legacy players adopting the disruptive technology, as seen with legacy players adopting
streaming services.

* McKinsey analysis. Revenues are calculated based on average monetization rates per hour by video type, as reported in Kabir Ahuja
and Marc Brodherson with Jamie Vickers and Jordan Bank, “The ‘attention equation’ Winning the right battles for consumer attention,”
McKinsey, June 10, 2025; and viewership hours by video type, as per forecasts. Percentage impact methodology included analyzing
patterns across historical technological disruptions along with existing academic analysis and applying the McKinsey Attention Equation
to quantify an average CAGR on revenue over five years.

% Gerben Bakker, The evolution of entertainment consumption and the emergence of cinema, 1800—1940, Economic History Working
Papers, London School of Economics and Political Science, June 2007; McKinsey analysis, 2025; McKinsey Attention Equation,

2025. Revenues calculated based on average monetization rates per hour and viewership hours, as reported in Kabir Ahuja and Marc
Brodherson with Jamie Vickers and Jordan Bank, “The ‘attention equation’: Winning the right battles for consumer attention,” McKinsey,
June 10,2025. The calculation includes linear, theatrical, and multichannel video programming distributor (vMVPD) distribution in the
United States and applies a7 percent per year decrease from 2024 over five years, in line with McKinsey analysis of average CAGR.
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models mature, we'll see entirely new creative operating models and mediums, stories that persist across
formats, characters that evolve beyond a single script, and narrative experiences that can respond to
audiences or unfold differently over time ... It's redefining what a story is and how it's experienced,”

she said.

From here, numerous structural shifts could arise if historical patterns hold.

Fundamentally new models could emerge, including integrated platforms that combine creation and
distribution in one environment, similar to how TikTok and CapCut enable Al-supported creation and
near-zero-cost global reach.” “Creators will move upstream as Al puts cinematic quality production tools
in the hands of people who never had access to traditional Hollywood pipelines,” said Infinite Studios’
Adrienne Lahens. George Strompolos, co-founder and CEO of Promise, echoed that sentiment: “You
could say that the creator economy was about the democratization of distribution. This is about the
democratization of production and creation itself.”

One early example is DreamFlare, a hybrid creation and distribution platform where creators can
publish episodic, Al-enhanced visual stories directly to audiences, who can vote on which concepts are
developed into full shows. This could enable new storytelling formats beyond today’s conventions.*

Al could further reshape audience behavior and experience. Streaming platforms have already moved
audiences away from a monoculture, in part by learning user preferences and dramatically expanding

the supply of content and range of individual choice and control, a transition that further Al-driven hyper-
personalization could accelerate.® “One [shift] is that the user is driving the content that they want to
see,” said Michelle Kwon, head of operations and partnerships at Runway. “And that means [in the future]
that you're no longer beholden to a single platform or season two of your favorite show not coming out for
another year and a half. You're able to generate a story with your own favorite characters or the ideas that
you have in your head immediately today.”

Even as technology reshapes the production process, leaders emphasize the value of creative talent and
taste, citing premium content anchored in human-led storytelling as a defining marker of quality. “What is
most exciting [about Al] is the potential to expand our human imagination and get to a point in storytelling
where we don’t have to be thinking: Can | shoot that on a film set?” said Lori McCreary, producer and CEO
of Revelations Entertainment and a board member of the Producers Guild of America.

Those building video, image, and text models emphasized that human-led storytelling could also
influence how the technology develops. For example, Runway’s Michelle Kwon envisions an integration
among tool vendors into unified creative platforms. “There won’t be LLM companies and video
generation companies,” she said. “The whole industry is moving toward world models.”

Ethical and risk considerations raised in our interviews

However the industry evolves, Al's expanding role in content creation brings risks, many of which are
already here. Across our interviews, three concerns emerged most consistently: talent and creative
implications, IP and other rights infringement, and potential hallucinations or bias in model outputs.
Leaders interviewed pointed to the critical role of regulatory and ethical frameworks, including measures

37McKinsey analysis.
38Stacey Martinet, “The unfinished film: Where your imagination leads and Al follows,” Adobe, July 31,2025; Brunna, “What is DreamFlare?,”
DreamFlare, May 5, 2025.
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such as training models on IP-safe content, standardizing Al use compensation, and ensuring creator
consent with meaningful control over digital likeness.

Talent and creative implications

Creative erosion and related talent implications center on whether Al-generated or Al-modified work
can reflect artistic intent and accurately portray lived experiences without distortion, as well as on Al's
ultimate impact on entertainment jobs. Guilds and unions have negotiated for language that protects
artists.”” Recent events highlighting the sensitivity of these issues include the SAG AFTRA (Screen
Actors Guild—American Federation of Television and Radio Artists) and WGA (Writers Guild of America)
strikes* and debates over the movie The Brutalist, which used Al dubbing and voice modification to
create more realistic Hungarian accents.” The rise of digital likenesses adds complexity for talent,
producers, and distributors trying to ensure fair compensation and protect against deepfakes.

Talent agencies, another key stakeholder, may create new service lines helping clients manage,
monetize, and protect digital likeness, voice, and IP rights at scale, even if changes to production
workflows disrupt their traditional services model. “We are focused on setting perimeters and
protections for talent, IP owners, and rights holders,” said Alexandra Shannon, an executive at Creative
Artists Agency (CAA). “Premium, authentic, human-led content will be even more valuable if the overall
supply of contentincreases.”

IP and other rights infringement

Concernsregarding IP and other rights infringement have led to lawsuits over training models that have
used existing intellectual property.” These issues are prompting industry leaders to consider what
Hannah Elaskr referred to as the “nutrition label” for model-training data. They are also giving rise to
new partnerships between studios and Al companies to develop IP-protected proprietary models that
are trained only on licensed data.** “We have new types of legalities to worry about as producers,” said
Revelations Entertainment’s Lori McCreary. “Now | have to ask if Al was used to create it [a script] to
document where the human creative input came in and show that we can copyright the material.”

The risk of hallucinations and bias

Potential hallucinations and bias in model outputs can shape casting and introduce stereotyped
background characters. This risk underscores the importance of high-quality models, bias testing, and
human review before Al-generated outputs reach the consumer. “Bias shows up in HR (for example,
casting workflows) and marketing (such as only generating images of white men),” said a leader in

Al ethics. “You can absolutely see it in creative pipelines when tools influence representation.”

Our research finds that Al is already demonstrating potential to reshape pre- and post-production.
Much greater change could be likely as the technology evolves, but what form that future takes remains

% Memorandum of agreement for the 2023 WGA theatrical and television basic agreement, Writers Guild of America, West and the Writers
Guild of America, East, September 23, 2025.
“Erik Pedersen, Patrick Hipes, “300-plus actors sign letter urging SAG-AFTRA leaders to ‘make clear our resolve’ in contract talks: ‘We
are prepared to strike,” Deadline, June 27, 2023; “WGA strike,” Writers’ Guild of Great Britain, May 2, 2023.
“2 Chris Murphy, “The Brutalist’s Al controversy, explained,” Vanity Fair, January 24, 2025.
“See “Disney and Universal sue Al firm Midjourney over images,” BBC, June 11, 2025; Wendy Lee and Samantha Masunaga, “Hollywood—
Al battle deepens, as OpenAl and studios clash over copyrights and consent,” Los Angeles Times, October 11,2025.
4E><amp|es include the Lionsgate and Runway partnership and the Imagine Entertainment and Obsidian partnership. “Runway partners
with Lionsgate,” Runway, September 18,2024, Todd Spangler, “Start-up studio Obsidian, which uses Al to help produce ‘emotionally
resonant stories,’ launches with Imagine Entertainment Partnership,” Variety, November 4, 2025.
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uncertain. Given this uncertainty, media executives should prepare to respond to a range of possible ways
Al could have an impact on their business. They could consider, for example, experimenting with fair and
appropriate scaling Al in production and establishing clear markers and milestones to guide their strategy
amid the uncertainty. Ultimately, those who understand the potential implications, prepare for the risks,
and begin to rewire their organizations for Al where needed are likely to help define filmand TV in the
decade ahead.
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