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A Hollywood Ending? What the Paramount-Warner Bros.
Antitrust Settlement Means for Competition

BY THOMAS LOGAN®

Warner Bros.-Discovery (“Warner Bros.”) and Paramount-Skydance (“Paramount™)
completed a $110 billion merger, profoundly reshaping the global media sector.! Warner Bros.
owns numerous television channels, including CNN, and holds a 21% share of the domestic box
office, while Paramount has a 6% domestic box office share and owns several media outlets,
including CBS.2

The Paramount merger brought immense controversy, as leading Hollywood figures,
politicians, and entertainment unions initially campaigned against the Warner Bros. takeover.>#
However, the last regulatory hurdle, an antitrust lawsuit from twelve states led by California, was
settled in September 2026, clearing the way for the merger.® The states’ complaint alleged the
combined company could leverage its market power to both reduce major releases and squeeze
theater chains, consequently raising prices for consumers.” Additionally, the combined company’s
ownership of numerous cable channels could be used to pressure cable television distributors into
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higher fees, again raising consumer prices.® The complaint also alleged that a lack of competition
could drive down wages for various employees, ranging from actors to craftspeople.’ The complaint
did not address a major concern among the public and politicians, however, which was the potential
impact of a combined CBS-CNN news entity.

The settlement directly addressed the states’ contentions, as well as the public’s concern
over news media consolidation. The settlement mandates that the combined company release 32
films per year, with at least four releases being independent films.!® The combined studio is also
required to invest $1.5 billion in American film production.'! If the company fails to meet these
terms, it will be forced to donate $30 million to the retirement and healthcare funds of various
Hollywood unions and divest of Miramax Studios.!? Additionally, the studio’s respective cable
channels must be sold to cable providers separately, with violations resulting in divestiture of
certain channels.!® Further, Paramount will be required to keep CBS and CNN separate and to
create an independent journalism oversight board." This board must consist of 5 experienced
journalists, with no more than two representing the same political party.'® The board is intended to
protect the journalistic independence of CNN and CBS, including from Paramount and Warner
Bros. executives, as well as maintain the journalistic ethics of each outlet.'®

The state coalition is likely disappointed in the settlement for several reasons. The states’
major goal was to protect competition in the film and television sector, and ultimately, this was
unsuccessful. California Attorney General Rob Bonta, who led the effort to block the merger,
underscored his disappointment in failing to adequately protect competition by noting “[t]his
settlement is not a vote of support for this merger.”'” The settlement not only allows the merger but
does not require major asset divestment from either company, a common antitrust remedy. Without
divestment, the settlement fails to create a competitor. In the absence of competition, the settlement
focuses on providing support for workers by securing a certain number of releases, mandating that
the combined studio honor all collective bargaining agreements, and boosting domestic production.
These remedies were praised by labor organizations, yet the merger’s effect on labor was only
briefly touched upon in the complaint.'® Thus, the labor concessions may be a pyrrhic victory in
the face of long-term market competition. Additionally, the enforcement provisions for cable
channel separation are relatively weak. If the combined company refuses to sell its television
channels separately, it will only be required to divest from 11 channels, six of which are under the
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Black Entertainment Television (BET) banner.!® As the state’s complaint alleges, the combined
company owns more than 50 basic cable channels.?’ The prospect of losing 6 channel networks
may not be strong enough to dissuade the companies from selling their channels together and
squeezing distributors. There has also been speculation that Paramount threatened to leave
California to pressure the states into accepting more favorable settlement terms.?! Although this
remains conjecture, the settlement is likely underwhelming in the face of significant scrutiny.

While the settlement was an anticlimactic ending for what would have been a blockbuster
antitrust case, this settlement is interesting because of its treatment of CNN and CBS. Government
agencies and states often favor structural remedies, like divestiture, for horizontal mergers.?* These
structural remedies are easy to implement and normally do not necessitate major government
involvement.”* However, the independent journalism board is a behavioral remedy. Behavioral
remedies are infamously difficult to enforce and disfavored by agencies because they often require
intensive government involvement.>* Nevertheless, the highly publicized issue of media
independence likely forced the states to implement a behavioral remedy, despite regulatory caution
on such measures. The public uproar was so strong, it forced David Ellison to publicly address
concerns about his control over the news media.?> Going forward, the independent media board
demonstrates that states and agencies are willing to use creative behavioral remedies, especially for
highly publicized antitrust cases.

Additionally, settling such a prominent case contravenes current antitrust momentum. Both
sides of the political spectrum have gravitated toward more aggressive antitrust enforcement
approaches, reflecting modern populist attitudes.?® As the federal government has been sluggish to
act on mergers, states have picked up the slack and become leaders in merger enforcement.?’ In a
similar case to the Paramount merger, Live Nation-Ticketmaster came under heavy public scrutiny,
leading to a successful antitrust action by a large coalition of states.”® However, the Paramount-
Warner Bros. settlement undermines the states” momentum in enforcing antitrust laws and
represents a significant setback.
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