Chapter 10 – The Entertainment Market

Section 10.1:  Entertainment and Marketing
People spend almost 3 hours a day watching television.  98% of all homes have at least one TV set.  

The entertainment industry is huge and includes: film, television, radio, music and concerts, video games, and theme parks.
The rankings, in terms of time spent using the form of entertainment, are:  Television, Radio, Recorded Music, Newspapers/Magazines, Video Games, and then Films (home or theater)
The entertainment industry is a $200 billion market of products and services with one goal:  to provide diversion, excitement, and amusement
The media is the driving force of entertainment and can dictate product offerings.  Media includes film, television, radio, publishing media, the Internet, and more, and the companies that control the media influence how the public is entertained.
The clothing we wear, hairstyles, and style in general are influenced by entertainment marketing.  Example:  Sales of Mini-Coopers’ soared after being featured in the movie, “The Italian Job”.
Everyday expressions are also influenced by entertainment.  Example:  “I’ll be back!” and “Hasta la Vista, baby!” from the Terminator films became very popular.
Sports also influence nonathletic entertainment.  Example:  Former athletes become famous announcers, and sports stars have appeared in films (Michael Jordan in Space Jam and all of Shaquille O’Neal’s wonderful films!)
An example of a fad influenced by entertainment is:
The rise of Disco Music shortly after the release of Saturday Night Fever in 1977.
Popular styles that you might see in school are influenced by videos, musicians, and current films.

Selling entertainment to the public is a challenge, as it usually has a short “shelf life” and it is perishable.  Example:
When movie is over, your experience is over.  Even if you buy the DVD later, you will not watch the film day after day. Same thing with visiting amusement parks.
As a result of this, a marketer must cover costs and make a profit immediately!
Selling entertainment is always a gamble because the costs and expenses are paid up front.  If the consumer rejects the product, the producer has no other source of revenue.
Entertainment is in the Top 10  of the highest-grossing segments of the economy and generates revenue from many sources, goods, and services.
Entertainment marketing relies on meeting consumer demand for diversion and excitement at a price the customer is willing to pay.  Televisions is one of the cheapest forms  of entertainment, while amusement parks are one of the most expensive.  Example:
One hour of watching Entertainment Tonight might cost 6 cents, while one hour of fun at a Disney park may cost $35.
Consumers must choose where to spend their discretionary income.  Consumers are constantly faced with tradeoffs with so many choices; this is known as opportunity cost.  Example of this is:  When you spend money on a concert ticket, you give up your chance to go to a movie or two, or attend a sporting event.
Merchandising is a big part of the entertainment industry.  Stars sell products and products sell stars.  This is done through cross-selling.   Example of this is:  McDonald’s and BK will offer promotions based on current films.  In return, the films will feature these restaurants in their movies.  Like Happy Gilmore with Subway Restaurants.
Entertainment Marketing is international in scope and generates revenue globally as well as nationally.  The number one American export, after agricultural products, is entertainment.  The Simpsons is one of the most popular shows in England.  The show Who Wants to be a Millionaire was originally a British TV success before it came to the U.S.

American film stars such as Tom Cruise and Sylvester Stallone will not do commercials for U.S. TV, but have done commercials on Japanese TV.

Section 10.2:  Types of Entertainment Businesses
Entertainment companies are often corporate conglomerates or companies that have merged with or bought other companies and absorbed them into larger, more competitive businesses.  Often, a company is more competitive because it has bought out competing companies to become the major producer.  Example is:  Clear Channel Communications, which owns 1,200 radio stations and controls 60% of the rock radio market.
There are only a few major companies that produce film, TV, radio, music, and print media.  These companies include:  Disney, Viacom (Paramount), NewsCorp (Fox), and Universal
These companies are structured with vertical distribution.  In other words, they create and produce entertainment products and services; market them; and they distribute them.

A local video shop might be structured with horizontal distribution; where they rely on others for the products and most of the promotion.

Studios create products or release movies for smaller independent producers.  The films are released by distributors--usually the studio or a related company, and shown by the theaters, or exhibitors
.
Today, it costs about $90 million to produce a major studio film and another $40 million to market it.  In addition, 4 out of 10 films produced may not break even.  When a film proposal looks favorable, it is green lighted or given production approval by studio management.

The major film studios that make up the “oligopoly” include:
Universal, Disney, Paramount, and MGM
However, independent movie companies, called indies are not affiliated with major studios, but they operate on their own to make films.  Well-known examples of studios and films are:
Lions Gate and New Line Cinemas
The primary market for films is theatrical distribution.  Usually the first week a film is in theaters, all ticket-sale $ goes to the distributor, or studio, and after that, the revenue is split more evenly.  All concessions sales, such as popcorn and drinks, stay with the exhibitor, or theater, and this is a major source of income.  About 1/2 of theater ticket income comes from foreign ticket sales.
Movie business today relies on secondary products, such as DVD sales, rentals, distribution of films to cable and other TV markets, and Foreign TV distribution.  Over 50% of revenue from a film comes from nontheatrical distribution of secondary products.  The breakdown % of revenues for a film is:
26% theatrical receipts; 28% TV sales; and 46% DVD sales and rentals
Artistic and creative aspects may be sacrificed to make a film that will reach the widest audience or bring in the quickest money.

The first amusement parks called 
pleasure gardens appeared in Europe around 1550.  The creation of Disneyland in CA in the 1950’s led to the evolution of amusements into what we see today.  
Before that, amusement parks were often unclean and unsafe and employees were known to be rude and poorly trained.  Disney changed that and offered other services, such as pet kennels, bands, and a post office.  Cleanliness, organization, and friendly employees were a major part of the whole experience for customers, whom he called guests.  

Disney signed corporations to help pay for the costs of construction and they contributed funds for different rides and exhibits.  Early sponsors included Pepsi, Kodak, and Goodyear.
The cost of creating new rides is very high, as a new roller coaster can cost $50 million.  Today, there are over 600 amusement parks in the U.S.  Some, such as 
Six Flags and Cedar Point focus on thrill rides, and others focus on a variety of activities, such as SeaWorld.

In the late 1980’s, the water park idea developed, with flumes, pools, wave-making machines, and waterfalls.  The avg. yearly gross for these parks is about $450 million, co mpared to $5.5 billion of theme parks.
Television
 is the number one medium for most Americans.  Adults spend 
3 hours per day, teenagers spend 4-6 hours per day, and children spend almost 25 per week watching TV.  TV offers both a diversion and information to many people, but it is also a link to the world that can influence consumer behavior
.

Because advertising sponsors support TV networks, TV shows either survive or get cancelled according to the size of their audience.  Shows with higher viewership can charge higher rates for advertising.

TV programs come from a variety of sources such as:
Networks, like NBC or CBS, or studios such as Paramount and Disney
TV stations can be 
independently owned or owned by a network. An independent station can become an affiliate, relying on national networks for its programming.

Ratings are a type of market research that determines if a program stays on the TV schedule
.  The most famous ratings company is 
Nielsen Media Research.  It ranks the popularity of a TV show within its time slot and geographic area.  A show with a low rating will most likely be dropped or cancelled.

 A typical TV show runs for 30 minutes with 22 minutes for the program and 
8 minutes
 for advertising.  Prime Time is the most expensive advertising time and runs from 8-11 pm.  

The size of the market also influences the price of advertising, as well as the show ratings.  The most expensive TV ad time is for the Super Bowl costing about $3 million for a 30-second ad.  A 30-second local spot in a small-town market may cost around $50.

Marketing is involved in all aspects of TV programming:
planning, production, selling ad time, promoting the show, promoting products related to the show, planning residuals, reruns, and overseas distribution
Radio stations function as TV, either as independents or as part of a network.  Both radio and TV book local and national
 advertising depending upon its affiliation with networks. Independents can obtain programming from national networks or develop their own.  Two businesses that evaluate radio station popularity are 
Arbitron and Nielsen.  

Radio programming categories include:
Rock, hip-hop, call-in talk shows, classical, country, oldies, and easy listening.
Prime Time for radio is different from TV.  For radio, it is the morning drive-to-work
, with a captive commuter audience and the highest $ is charged for ad spots.  It usually runs from 6-9 am.
The music industry is dependent upon record companies to sign artists and to produce and release albums.  A record company is also called a label. 

In the early 1980’s MTV appeared and revolutionized the music business with videos.  Prior to this, labels relied upon radio airplay to promote sales of records and tapes.  Record companies make large profits from artists who rely on up-front payments and royalties, which is $ paid to the owner for material that has been copyrighted.

Also, if an artist covers or records the same song, the company must pay the original author for the use of that song.  Whenever an artist’s music is played on radio or TV, the author receives royalties.  This music use is tracked by ASCAP and BMI, the two major organizations that collect royalties and distribute them to artists.

Music has lost money as a result of illegal file sharing and downloading from the internet.  This practice bypasses royalties and copyrights of musicians and record labels.

Live performances generate revenue from ticket sales, supports album sales, and provide public exposure with publicity in local communities.  Performers will visit with local radio stations, and labels often provide free tickets to be given away on air, generating interest.

Theater is a popular entertainment provider and is a very centralized business today, because a producer will select the plays, as well as the director, cast, and musicians.  They work with theater owners to arrange the promotion, stage crew, box office, ticket sales, and other functions.  Shows such as Cats and Phantom of the Opera make millions of dollars each year.

Many successful Broadway shows will later tour the country and can provide about 80% of the revenue for a successful play.  Popular theater productions may also be adapted for film, such as Chicago.

Research shows that teenagers spend more time on the Internet than watching TV.  Therefore, advertisers are looking for ways to reach these users through ads, banners, pop-ups, and spam.
The first video games were inspired by 
pinball machines and shooting gallery games.  In 1958 William Higinbotham came up with the first video game, Tennis for Two, consisting of mainly blips and dots on a screen.  Atari had success with Pong in the 1970’s and video games exploded in the 80’s with Nintendo and Sega.  
Today the industry continues to expand with online gaming earning at least 1/3 of the total revenue for the whole industry.  The electronic entertainment industry earns over $7 billion annually.

The Circus has been another popular form of entertainment.  They have high costs of moving people, equipment and supplies, and promotional activities.
Marketing plays a major role in promoting theme restaurants, like Hard Rock Café.   This is called Eatertainment where the food is often secondary to the environment of rock music, memorabilia, and souvenir merchandising.

