The Economics of Physical
Distribution: Video
Cassettes/Discas and

Movie Theater
An Anthology

Mark MHadel
Eli M. Noam

Do not guote without permission of the author.
¢ Octoker, 1983. Columbia Institute for Tele-Information

Columbia Institute for Tele-Information
Graduate School of Business
808 Uris Hall
Columbia University
MNew York, NHew York 10027
{212) 854-4222



THE ECONGMICS OF PHYSICAL DISTRIBUTION: VIDED CASSETTES/DISCS & MOVIE THEATER:
AN ANTHOLOGY

Table of Contents
Page
A. David Waterman, ECONOMIC ESSAYS OM THE THEATRICAL MOTION PICTURE
INDUSTRY [Stanford University Ph.D. dissertation} (Dec. 1978) (207 pages) 1}

B. FCC {Donald Agostino, Rolland Johnson & Herbert Terry), HOME VIDED:
& REPORT ON THE STATUS, PROJECTED DEVELOPMENT AMD CONSUMER USE OF
VIDEQCASSETTE RECORBERS AND YIDEOGISC PLAYERS IN THE UMITED STATES
freport for the FCC Network Inguiry Special Staff} (Nov. 1979} (96 pages) 17
1. Prices 18
2. Impact on Broadcasting (summary from J. COMMUNICATION article} 19

C. John Carey, INTRODUCTION TO VIDEODISC SYSTEMS, PRODUCTION, AND MARKET
DEVELOPMENT {prepared for the Corporation for Public Broadcasting}

{1981) {50 pages) 27
1. Formats 23
2. Production Costs 27
3. Projected Sales 729

D. Katba Bowen Assoc. {(Michel Guite, Weston Vivian & Carroll Bowen),
HIGH DEFINITION TELEVISION TO THE YEAR 2000 (prepared for CBS
Telavision Network} {Jan. 1982) (32 pages) 31
1. Projected Revenues from Players

E. Doyle Dane Bernbach, Inc., THE MEDIA SCEME: WHAT WILL IT LOOK LIKE?

{1582) (approx. 40 pages) 33
1. VYideo {assettes/Recorders Growth Projections 34
2. Video Discs/Plavers Growth Projections 35

F. Donaldson, Lufkin & Jenrette (Dennis Leibowitz), INDUSTRY YIEWPOINT:
CABLE '82 (fct. 1982} (85 pages}). 3BA
1. Pay-per-view

G. COMMEMTS OF CBS INC. ON THE FINAMCIAL INTEREST AND SYNDICATION

RULES {filed with the FCC} (Jan. 1983} (2 volumes} 36
1. Status of Video Outlets a7
2. Media Firms® Access to Homes 3BA
3. Media Lross-ownership 280

H. COMMENTS OF NBC, INC. ON THE FINANCIAL INTEREST ARD SYNDICATICONM
RULES (filed with the FCC} (Jan. 1983) (218 pages) 19
1. Past Growth of Cassettes/Discs

I. John Carey & Witchell Moss, HEW TELECOMMUMICATION TECHNOLOGIES
AND PUBLIC BROADCASTING {(report to the Corporation for Public
Broadcasting) {(Mar. 1983) (77 pages) 44
1. Estimated Growth of Cassettes/Biscs

J. EBenton & Bowles, Inc,, THE KWEW TV TECHHWOLOGIES: THE VIEW FROM THE
VIEWER -~ 1I (May 1983) {48 pages) 47
1. Demand for and Use of YCRs 48
7. Yideodisc Players 53



Electronic Industries Assoc., CONMSUMER ELECTROMICS: U.5, SALES BY
PRODUCT CATEGORY {June 1983) (7 pages}
1. Sales

U.5. Commerce Dept., STATISTICS (reported in Televison Digest and
Consumer Electronics) {June 1983}

1. Sales and FOB Costs of YCRs
The Home Yideo & Cable Report, 1983 STATISTICS {Oct. 1983)

Advertisement, 47th 5t. Photo (Dct. 1983}

54

56

57

58



THE ECOHOMICS OF PHYSICAL DISTRIBUTION: VIDED CASSETTES/DISCS & WMOVIE THEATER:

Al ANTHOLDGY

Addresses of Sources

A. David Waterman, ECONOMIC ESSAYS ON THE THEATRICAL MOTION PICTURE
INDUSTRY [Stanford University Ph.D. dissertation) [Dec. 1978) {207 pages)
Department of Economics
Stanford University
Stanford, CA 94304

B. FCC {Donald Agostino, Rolland Johnson & Herbert Terry), HOME VIDEQ:
A REFORT OW THE STATUS, PROJECTED BEVELCPMENT AND COMSUMER USE OF
YIDEQCASSETTE RECORDERS AND YIDEODISC PLAYERS INM THE UMITED STATES
(report for the FCC Network Inquiry Special Staff) (Nov. 1979) (96 pages)
FCC
1919 M Street, N.H.
Washington, DL 20554

{. John Carey, INTRODUCTION TO YIDEODISC SYSTEMS, PRODUCTION, AND MARKET
DEVELOPMENT (prepared for the Corporaticn for Public Broadcasting}
{1981) (50 pages)

Corporation Tor Public Broadcasting
1117 18th $t., N.UW.
Washington, DC 20036

0. Kalba Bowen Assoc. {Michel Guite, Weston Vivian & Carroli Bowen),
HIGH DEFINITION TELEYISION TO THE YEAR 2000 {prepared for CBS
Television Ketwork} {Jan. 1982} (32 pages}

Kalba Bowen Assoc,
12 Arrow St.
Cambridge, MA 02138

E. Doyle Dane Bernbach, Inc., THE MEDQIA SCENE: WHAT WYLL I7 LOOK LIKE?
{19821 {approx. 40 pages)
437 Madison Ave.
New York, NY 10022

F. Donaldson, Lufkin & Jenrette (Dennis Leibowitz), INDUSTRY YIEWPOINT:
CABLE 82 (Oct. 1982) {85 pages).
Donaldson, Lufkin & Jenrette
140 Broadway
Hew York, NY 10005

. COMMENTS OF CBS INC. ON THE FIMAMCIAL INTEREST AMD SYNDICATION
RULES (filed with the FCCY} {Jan. 1983} (2 volumes)
CBS Inc.
E1 West 52nd 5t.
Hew York, NY 10019

H. COMMENTS OF NBC, IMC. ON THE FINANCIAL INTEREST ARD SYHDICATION
RULES {(filed with the FCC) {Jan. 1983} {218 pages}
HEC, Inc.
30 Rockefeller Plaza
Hew York, NY 10020



John Carey & Mitchell Moss, WNEW TELECOMMUNICATION TECHHOLOGIES
AND PUBLIC BROADCASTING {repaort to the Corporation for Public
Broadcasting) (Mar. 1983) (77 pages)

same address as [ above

Benton & Bowles, Inc., THE KEW TV TECHWOLDSIES: THE YIEW FEOM THE
YIEWER - II {May 1983} (48 pages)

Benton & Bowles

500 Third hva.

MY, WY 10022

Electronic Industries Assoc., COMSUMER ELECTROMICS: 1U.S. SALES BY
PRODUCT CATEGORY {June 1983) {7 pages)

Electronic Industries Assoc.

551 Fifth Ave.

NY, WY 10176

U.S. Commerce Dept., STATISTICS {reported in Television Digest and
Consumer Electronics} {June 1983)

Television Digest and Consumer Electronics

1836 Jefferson Place, HW

Washington, DC 20036

The Home Video & Cable Report, 1983 STATISTICS {(Qct. 1983)
Knowlege Industry Publications
701 Westchester Avenue
White Plains, WY 10604



LI

Urcirsiey CH PrAe]
A5

6261 IETLAdo (B

BifT APquUOTog
vezsiey i P1ATD

£q

ARAOSTIIHG 20 WO
- 0 TTH230 ML wod
SIHAMAFINEY At 40 IHIWTILIING I¥ILHYd K]
ALISHEAIRN QWIENVLS ab
SILHLS HEvhdwnd WO FALLINAOD JHE Qv
SITKRADT 40 INCRIVYET At Ol JZLITRENS

HOIAWANISSIA ¥

JLSOAH] AUNIOTd KOTLOM TYIIAYIHL JAL

MO SAYSST DTHONDDE




212.5
187.4

140.2
142.7

144, %
163.8

1972
136.3
153.0

1971
¥1.2

Four {H5. Digtriburara
155.7

J870.
13.7
e o

Table 2.4
{milliops, current)
HELES
Mn.r

125.2

123.9
1317

1I3.7

1M.6

132.2
126.3

Totai Morld Theatrieni Fentals, J965-1575:

H:FR
149.2

Centuty Fox

Twenticth
Ly} tmd
Arcists

————

Firm

- 15 -

-] l__ ' [
=
- “ -m PlEon [F101 )0 acurmzofied oys TRIS3AL Gagyga "prr 014 A OsiE
v w -
= - m PUR T{}°f ¥1MEL) WIDP JLWYT JayiTa CE O -TiEL PYI O UD[ENROgF agy
m ” ,M dn pazeaddng €F SfuL *2c)30F 1ML 1URUIDOR B aWONsg SEY FITIIASL
L w M pum -unuu. IHMISOAUT MOLIINpEoad sekaeq dPYSUSiIT[HI pISTYICIE T
5 2 WL SAw SUOTIESTPUT Jueded QuamIsaM] 9amiapd uoliem o) pedmaaT
e x m RNTIONGE ALU]riloctn ewaslie Syl 30 G IduTIa whguy-]]am madz janoily
m M M TIuaNg Al wopianpead Wif] A 407 PIIUNCIIE BAW Easuadis u:u..u”-ua_u
m IDGRQEAIETP 30 "40% 1A0de “Afdofce ogn Y$ERureng 3o snsuan 43 01
“__.__" u ._m unw.u..auu.._ TIGMLEIALE UoTianposd B UOTARITITRISATR YF[L Jo Jlwonoss
L - .m, 1 aa ‘Arjemzad 5§ UOTINGTIIETP LT AwOuDds o1®a Layiouy
”m M w w.nﬂ.ﬂuun_.n [l 1=
d e > _ Maoys L{3eanax eAvy {EITFI0 [RIJLED o woky mumydaiey Aq T Tra] spoylom
M M ..m . _ | WepnaTnE|p FIINDIIONE EBUTE SUTIORP 01 FuTidms g 0@ "Isasany
L] a ..” .-nm.r._mn Tvuoilaa u...... iu___.n..uuns- ayL ___..!nuu_n JUSTI|IFa WRIULE T A0T3q 34
M , .M.. m . m 4E3u aq Lew Auvduon zed feasq_jndime sTYY 2gafdns gecsosasd AIrsnpur
- _m- 4% EIUSMSATIE DUN SE{T] pEIUTUII-TPIEING Jo UOTINQTAZELP dpd pRiamgn
m -.M m. 7 sy ufroad o sdeyusosad, FUlFRY  4GLGT-PI® 943 LT 5| A% ua) Ajuo o
- m BEE[ W1 Auwdaoa Ivd 57 3noqe wazy paddozp owy Rloinqraastp 2efem syy dy
M M M Ay tomuun PRETRTRL SUTET JO Jaqunii 24l KN pouilaap h_._.__.u: Y SIoyAqQTIISER
- ° m Truotiny iq paojojuren CEaTZI0 fauTaq- (RuotEst 30 Jaqund Syt S3NUAAAL
.m ) 18300 30 gG[ B 03 . UG}s]ARTRL 330 Ealueysrs fangard uojIcw jo uor:
_m_.w .m ) “hQLIBETP 1 aqqEsoirr setumbes peyoy, pIedaz r.m_.u ESORTENG 70 SnEusy
Wmnm. wm m i L&Y L w_,,.._ﬂ::n,ﬂhun__v Hj eras Jo Auowond o Alive|a gy uuu.:w....

EooE [Tao1Tar Jo ylemeu & pur aado) saper o 0] poAu A

RITI: )0 FoNODoag

- &7 -



ey o ng! Bupiien ‘tiegrayy [{w 3o junoaed Jyfys ‘Zigt Ul C3E[Ima
_.___-...u.-. SyEIRASE F B JOISW B3 U FUCYIcEnd ToRdds yITAE @OOfS ._u.nuuu:.u
#o o cAuTprIng Fa3eeyl ATdrafre U eaelds, gaee junod Laydegs

ETY} UT EJ]AECIELIE Zoylo puw ETYL) "ECT-3ALIP O3Y3 36 ISLIEND U

. 1
INegE U Syl M SIEIEAYl Q007 o1 300qe AT1UDAInT SIW aasyp

SUIDTIE] DETE(IY W[TJ PUE USTATOTLET Loaplivany

b "RETXD Op Uil

“MQTAIFTP Uf LII0F 01 EAPIAW] [ETIUETEUE *SOYEL U TOTHOLGDIA 1fud Jp -

SINTRITSUES 1oyew TRITATI Jo SENEAng ZIYISR WYL HOWE ESop C(sUoTIanp

~ord L3uftd 18R LOI HOAAQIIISTP ,n.__.-.. "wyiygy woadg 3o vopideaxs [ouiiove

T YIEN) Imodclcg 93UYE fdwed gf 941 WY COTIWTITELD .uu:.._ Arjue paure
=3ns Fo xow] a1 C‘zayrdng  ‘poraed [In3 Gyl paapaIng aARy I ssfurdeas
aealim) uite o ®ys soes ey go dnosd syl wIEA uoag eAT) NURL 1o4IE
UT E3ITYE 243 JO LBOHIPURY JeYIT Gl B CAdjue of siepiieq _Eu:?:
Jo anudpyas jueaandoy JTASIT AQ £F [FU7 FTqRL 438} petdad adasar ap ux
FIOINQELISTP LourA Ag pRIRdlsuowep AXjud jayxew arpemrode Jo Laf1rqriaesd
Yl 'EPIWYs 193JTE FO LIF[TAEIT POETDATAY JO BIUAPTAI BRI PUN WOTIRI)
=USDE0S Padbean B SUITASD i u... EOTIEPPE Of  *ISTIUT 1N PaLAlIcy

EE paqrassap 3509 $§ A1od0EIT0 UOTINQIIAETP USApOM 041 uslipasial

A0 USLIDRROTILT Y pur DOTEFIIp Juuthning aqy jo SU(l @yl MMOIE uoy}
-TPUGD 3|EEIT put PalEIILAMULS ATSativrar w31 w1 porticduos uy
“ANARAPO] pIpNoda B D AR upjIngpaEip 3mya acafBne zaygjang EpUSI) fUia

SUBNTF DE3YL  CRIDITAYL 01 FACUNGEAIETP WeE) uaplhg T4 weyyanpoad oy

il

1TI4E O3 FeAeE ERHL  CHITF [peasardusatm an) peonpozdun jad £ ue 183
sanjcay) kol POTTIIOR 2af sauatdwd Jeiuaa go sesiwelead vIIITAA YITOM
£q »9130mad d ' PATPPTR PUTIA, wo $3UpRadsp poscIaduy Ut sa3q A7iuc
=awddy gy numﬂnu.ﬁ viqeIsum 63 uoploeRl IoINQEALETD Aojouy :.nqhﬂ
Apdue oy 4t Fuapldnpodd ITeyYs 03 FPUAG JOILIAUT RpIIing LUTES R LT
ifag o) o1 TEITF Syl S0 SATTEOA0M 1T PUNCT CETQEMLE] ATqeoial
"EioangIIET0 Swok saeFavl geajs aypdeap ang - Evrordusn auskuley
=2131Us TUE RINFTAT _mun:wuu.r.nm ATopin oaut 1o [iron wa3pzecesucst oldl
EIFTATY PRITIY} “HASIEEN PUT I1TD 0Jut ERAhADT) IMOUBITY "tFral) feivra
-tpduas PETOURUTZ GRUY EIAIAQTIISEP AcfEw fio Aliesd 10 L9861 9101
1§ asdzaw eyl aef uoseal juejaoduy un Arqugerd ges £HL ' SHOGT L1ATE
Ay =sure ApppEass peerarsut Appueardde scy [FIoarimE EISPOR A1YIETL
oW W 61 pIINgRIIIE uadG SEY WITYM] SORUIAST FO ATTTQERRLY AYL

g A

Jo03% oYy o=T® pue juskifours Aryzopul @ SAGDNGH L[AIRTE 01 FUOD ETY
Aepd mamissauy Juypeards 3o wapqosd el C(HOTITTE S48 TLigE CTeELaATUn
WTAUTIS O, TUOPTITE PR THIET CTEUAR ARuwley , "1ETITON] 301 TEIELURS
iauéuu pur -gep LePLERY it "ZiR1 CMmeuried CISarIpen ey, ‘v Bre)
..nu._a.-...- M1 v peyItavapy L17EEs 2w [vr-0c6t I8} aOQnoal | ETIORAE
[reioac Ut £¥m L23ENpUT Eul van ?.._._..Hun ® U} $I0300TIISIP dfa0 39
sauny20F ey Burfomgn uy sesvelod amnasd worlew apulc Jo sluwdwl syl
CyuapTAd JITIF 0Ir saforyn diwqs dmg YE1EIHEI PLIGH UF Fpuadl [ERULE Ayl
EUIooEE aZna]al UdT940g pEd IYifGEOD ubaMlag aTRA £ O1 $iIvoh aadll

Jo Jry omet ¥ CEIQOTITAT STM F1PQ JUAALTRLOD ITym oz Fajuedused HoTl

“ngiA3s TR JA[TE a2yl 30 S1AGEL TTPFIRUT) TETUUR ®OI) F|Slual TEILLEME

- iz -



- -

revenuesd, were in molciplox buildings.]m Theatars sell admissions and
ale average about 12% of their revenues Erem concession sales. About

. w0% of the bux oEFice dollar -- about §1.4 bLLLlen sut oF 2 324 blilian
1977 boe office -- Taming With theater: 1o suppoct their malntenaaca,

operation, ;n.fl proEies,

Temparal snd Spatiol Bistribution of Theetersy

Tha market structure of the theator industry must be described
in ceTms pf the release patterns af fllma by distTibutors. Blrst, ro-
leaza patterns hive a tempordl copponcht. Thewgh highly worled, tharo
is a consistent element: £1lms aro ¢eleased Elrst to gna or a 1
theaters which chazge the highest admizzion prices, then withdrawn and
released to 3 greator nunber of theaters chazging lowew prices, thon
perhaps sipilarly fer addlrivnal stages bafore releasc e talavisien in
HIET cn;es.m This system 18 easentially a nathod by which distritutors
price discriminate anong CORALMATS with differene Jemand Dntensities for
the sa=c fhlm. In pemeral, the valun of the fila dJecroases With its age
and lgss "ewclusive,” tator rung are likely o be at a3 theater closer fo
the typical patrom. Consumers with biph velue demands can, therofore,
be jpduced to incur greater travel expenges and pay a higher admission
price to sea the film o irs sarlindt Tmm. Cthers walt,

Depending on their quallty and ication, theatera uswally
specidlize within the teqparal pattern and are idened flable by their
vpolities." =g, wegelualve EArst tun, UFirst run™ [nenczcluslvel,
gubrum,™ "aTt house," ste. By Eax the bulk, probabiy sver BGEY, of
.theater box office recelpes are ecarmed §n the Firsk mun narkel {uic'lu-

siwe gut nanerclosive] .

A spatial component s ulso integral te Fllm Teidaie paciems.
'ﬁwgﬂpllllii clemrancas,” which ars grants by the distolbutor to tha
thezter of territoviai oaclosivicy for the showlig of each agparate
€iln, are part of the Inasa contradt. Depending oo Che stage of the
tenporal pattom in question, the distributer prosumably thagses @
theater loeatlon pattern which efficlontly fovers & mayket area In
terms of adpisslon prics, theater capecity, travel t!.'n;ﬂ.. etc. {yea
Losch (348), Er;uistuln [TF13- .Tha prctice of puarsntening territorial
exelusivity 13 typical of franchize npsyationd and iz aimiler to thar

wsed 1m the distribution of other differentiated sodia preduets, which

1i%a the Film, have importapt public good charscteristled. Cimic stxips,

"for example, ave typleally sald te newspapers with a guaTantos of exciu-

sive rights within thelr gensval circulatlon avea [sce Rosse {5011-
In praceica, individual thegtsrs vsuslly maintain the some pesi-
graphic éluran:c evar time, and are typically arganized by distributers

into “zonea,® gecgrephis areas wirkln which theaters of the aame polilcy

" wre granted voughly toincldent regions of exclusivity. Though less uni-

form than its closa counterpart of the telsvision markec, Ln which exclu-
sive Tights for thé broadeast of prograns are granted o lacal televislon
stations by the netwsrks, the rone sufilces a1 2 graeral definiticn of a
jowal thenter market.

Golwms (11 through [6} of Table 2.5 shew rr.prasantnuu' exanplet
of the tempora} and apatial distribution patterns of lacal thester war-
keta. As indizated In Colump (6], E.ll.ms ira often releaszd in Elrat run

to several theaters simultaocously withla the zoncs of larger ¢itins,

£
B

- o



Spariaj, Tanporel, and Dwnevship Patierns:

Talele 2.5

Representativa Locsl Theater Markets

in )] (33 (4 {5) 163 {1}
Numbar of
Tokal Firstx Hun lsual Wumber
Humber Theatars* of
Comperitlive of (Exclusive [ Simultanesuz First Hun Thester
batk [T Fopulotion Theaters  Mepsxelusive) _First Runs Quparship*#
1972 Sauch Bay 427,000 13 12 2 3: General Cinema [389)]
ione 1: Dant [d0)
fLos Anpeles 2: Lippert (3I)
arsa) &: United Artists [400}
' 1: Pacific (130}
197 San Fernande 1,027,000 12 35 ST §: Lipperz (32)
' Valley Zone 9: Pacifis (130)
{Los Angalas 7t HGC [25E)
aTeal) 5: Coneral Cimema (4003
. 5: zsingle ownera
1874 Mariekta- 0, SO0 ] & I 2: Loews [V7V])
fryrna Lons A: Gevrgla Th, (59)
E.l\tlalnta aresl A: Eastern Fedaral (44}
1474 Sandy Springs J, GO0 ] 5 .1 1; Eastein Federal (44}
2one 1: Georgla Th.- [559)
fAriante arwa) 3: Ganoral Clpewma [400)
Table 2,5 [continted}
(11 ) (3 4 (5} (&) {n
Humber of
Toral First Run Usual Wumbor
‘Humbear Theaters® of
Compatitive of (Exciuslve &  Sizeltonsous  Flrat Ran Theatar
Datn Ares Population ‘Theaters Nongziluslivel  Pirst Runs Qwner ship®®
1974 Miami, 1,767, 0D B4 13 € o & among  19: Momatoe (7T
Flapdda tha 4 Iopas 2: Florids 5t. (NA}
[4 Zonaa 5 Lowws [77)
togethar) d: Genaral Cinema (400}
3: A=T [MA}
2: Budeo (62)
Z: Hollday [HA)
3 ¢lrewits, I each
2: singls owpera
T3 Clevelend, HiA 11 41 2w i 2: RED [95)
East Fons 4t Comaunley [HA)

5
1
kH
3:

Associsrad Th. [HA}
Genatal Cinema (408)
REC [358)
Pipn {MA)
Loaws (77)

-1t-
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Table 2.5 [continuad)

(12 (2} (3 (13 (5] LY ]
Nupber of
Toeal Firat Rum Uaual Huember
) : Rumber ThelTers™ 113
Compet itive of (Ez¢lusiva B Simultanaous First Rum Theater
Date . Area Populetion Theaters Mepeicluwaive] _Flest Runs Ownership®*
1573 {leweland, [HSAY : i . 17 2 3: Loaws (7}
Keat lanme . f: Ganatal Cinema {4007
1t Madern [MA}
3: Consunity [NA}
1: RXE (55) . .
1: Danaral Theaters [Me)
1871  EBacramonte, 250, 000 3 11 ito 3 » Hnited Artlars (40D}
Callfornin 1 National Gemeral (HA]
{1 zona) : Cinerama [NA]

: Gaperal Claema (4807

]

Fl

2

2: SyuFy (53¢
1

71 zingle owners

“Inciydes Mocoasionsl™ firat Tun theaesrs in At least some cased.

**parentheses Indlcate total number of theators in the deshgoated chroult,

Souree: Petitions ro the .S, Government wnder the Farameunt Decrees far Acguisition ¢r ¢oRstTUCtion
Of Theaters by the Divereed Theater Lireules. See Footaoue 15. '

Sourh Bay Zone: U.%. v, Loaw's, Ene., et ml., Pecirion of Natbonal Gansral Carporatien, #1572,

San Fernando Yalley Fone: [LS. . losw's, lne., &t 8l., Fotltion of Hetiomal General CoTperation,
10f10f72.

Tabla 2.5 {continued)

‘Glaveiand Exst Zome, Claveland West-Zoms: U5, vy, Loew's, Imc.. ef 2., Peeltion of Hatlonal
. Gonorel Corporation, Wesr, L/23/73; Last, 77375, Hearing bn roth petiviens, ML/T3.T

Marletta-Smyrna Tone, Smndy Springs Zeme: IL5. vs. Loow'a, Ine., of al., Petdtion of Loaw's
Theaters: Opder, 7/2/74, Affidayit of F. Wolton, afkdf74.

Miami, Florida: U.5. ve, Lloaw's, Inc., st al,, Petitlon of Laewts Theatars, 7/23774;
Haaring, 9/18/74.

Epcranentn, Californin: U.5, vs, Paramount Pictures, Inc., gr af,, Patltion af ABLC-Faramount-

Thasters, 11/247/7G, Hearinps: 12710770, afL5f7L.

-it-—-
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Tablae 2.7

Exenples of High Local Marker Cancenrrarion

Thaatar Circuit Dumership:

.Cun stitive Aran

Extont of Concentration

Fopulaticn

Dake

1,986,473

Quasn's-Long Island, N.¥.

1063

71t Bmitad Artiscs TheAreTs

4! Contury

10: Brandt

{inzjudas Thearars
of pll pelicies)

othar not available

&: REQ
5: NGO
d: Loaws

Hinneapolis-Sc. Paul

1,704,423

1871

Gonezal Ciema Corp. owns 355 of.mil indoor thesters

B

Clnema Mational owns 13 of L8 thesrsrs, sarns Ba% of

tofnl hor offica rocmipis

Syracuse, Y., SHSA

375,140

1978

A9Fe T.It..l.n:_l-lonl, H.T,, SHSA

Cinemn National owns 53% oF all theacers, sarn: £0%

of tora) box office Taceipta

142,355

1,248 104

Claewetts Thesters owns &3 of 36 eotal theaters, 11 of

1} downtewn first rmun thazters.

Fizesburgh, Px,, SMSA

191

COl 1968 Trade Caacy, p. 45,07),

Quesn'3-Long Island, N.Y.:

Soticca:

O Trade Ceams, "Cades fnstitucsd In I1971," p. 55,437,

Hinnmepoliz-8c, Prul, Hinfedoza, SMSA:

Syracuaa, M,¥., Dtica-Roma, H.Y,, SMSA'3y;

Pittiburgh, Fa., 2OA:

Yarfery, AfJEF76,

¥arheey, 52774
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" Tabie 2.8

Historical] Data, 1948-3975

.5, Theaterk:

[E:3]
Avarape Seating

Capacity,
Indoor Thearers

[4)
Toral Scating

Capacity,
Indoor Theaters

£

Nunher af
Drive-ln Theoters*

0!

Number of
Lrtoor Theagers®*

{1}
Total Mumber
of U.5.
Theaters®

L H

11.701
9, 482
2,254

6,470

q4z
3411

17,689
15,760
11,2711

18,031
17,37

19dE

683
785
733

1954
1958

1363

Agos

15,076
1I,040

3575

8,585
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f Buginess dara for the pumber of thearers aro consistently

trade sources, which may he mora Tellable.

lower than data repovred in

These Tersuz 0

I trends.

Munbar of theater buildinga:

These duta are wnaliered TG prescTve consistency o

Data 1isted counts multiplex theaters by the number of &ifferent screens.

1373
13,000
2,300

1972
11,670

Total

B, 528
3,542

Indoer

3,100

Drive-ln

For «ois, {i)=-{3) for 1875

nunhet gf theaters veported by the Mationa] Associmtion of Theater

Owncra {46], p. I0, are applled 1o the 1972 Censua of Business Dars {59].

Cenas of buxiness {59, F948, 1544, 1958, 1941, 196%, 1571,
ratet of fncraase in the

Satires:
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Takto I.9

The Chhleape Sraten of felcate For "Llaas AT Fearure Fllms, 1933

{&)

(5]
fun

(a} (1)
lwsher of
Lentch

Adntanion

{21
Hunber af

Theagers Classified

i

4

Theaters Llcensad

Tewporal
Chenrance*

Trica for Each Fllm

a3 Elipible

Aun 5togm

3 wazks:

1 wesk or

longer.

15%

Leop Flrst Run

1 wask
O=1 1/1 wacks

=5 days

1 uzak

5G4

A Pre-Aolansé

g Pre-Reloaza’

1/ weak

ang’
10¢
254
20¢

20
13
51
115

2-d diys

L Pre-Aejogsw

TR

13t week, general Aslcase

moWm W
By ey T
m n o
e
W oW oW
| . I )
=2 5 o
288
XA
TR T
L Ty ]
LR R |
Mot R

Ind wesk, Gencial Ralaaie

40

3rd week, Ganoral Relenss

,ISL
Eo Y
A oW o™
H W T =
V1o A W
n F o
a @ o o
- )
o =
A @ on oM
o W w =T
Lo s T e B
+ o1t
Mo P

- af
2 ERE

-
FE5X3
meEn
L]

m

dth week, Ganeral Aelwids

$eh we=k, GCeneral Releasze

Gth wask, Geperal Roieaza

Tth week, Consral Ralaaze

approx, 17 weehl

3o

Totals:

he and oF che Tl WaS

d azhibix the film For any 2 to 3

der of the watk dC T

tha theazsr coul

Any redain

in effect 1 cheice for the glearante time within the indicated

=1 ons week iorarval.

In flrar waek General Releate, for ozample,

day pariod within ap assign

for Ird chrough Yith run, the theater had
¢learance tima.

TaNgN.

Cowpiled from Conant (151, p. 154-1el.

Souree:
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Exhibie 4.1
Theater Earmings Records
Ezampie 11: Fox Theatar, San Jose {first run), 372441 - LI22/62
Pravailing Allocacion Mathod: Compecitive Bidding, Al) Films
4] . 6 T
{1 (& {3} W s{?»:u ES} -
[£1] pistributor Theater .
{1 Toral Gross Renzel Shars 8id
Fila pays Aun Toral Gross per Doy per Dav par_Dxy fuarantes
1 1 313,338 5953 3502 $450 Her
z 2 I 24,622 aro and 465 Met '
5 7 5,047 T 55 L1 Mat a
1 10 5, 06K 507 0o 160 Her !
s 14 L0,05% 78 #45 T Hat Het
[ 17 10,077 503 a2 o Hot et
7 n 14,341 "nr 342 I54 Nac Mat
B it ) 32,793 1,246 699 Ty Het
] . 42 52,410 1,47 L TTH 563 Bat
Torala: 176 167,240 Avgs: 950 438 T3] '

Saurce: Hinchestsr Drive-In Theaters, Inc. ¥s. Twentisth Cantury Fax Film Corporation
[sce Source Exhible 4.3} ‘




Table 6.4

Humeri.eni Assumptions kpgiled ko Madals I-1V
(13 dizcribution axpenses par patyon ® 5.0
{1 exhlh_itinn axpansed par patron o §1.20
{3) production cost per film = £3,000,000
{41 teral number of scpaTite locil sxhibition narkets = 50
(5) admission capacity per thesier peT yoar = o0, G0
. (6] elasticity of total nudiu_u:q L AN th.c. quantity of aveilable fllas = o

[?} tlesticity of total udience w.r.t. afnission price (dsfined ot the conpatition
equilibriwm) = &7 [ses Foornete 5) :

Table 5.5
HODEL 1
Bistelbutors: Monopoilstically Compaciclve

Exhiblrors: ponepalistleally Competitive in Each Local Markar
) Ho Yertical Intepratian

- Sk ~

. Ench of 50
Egualif:rium Condiclona A}l Markets Cogbined Sepparars bocal Herkets.
(1) adniasion price 31.00 $2.00
(2) nomber of films produced and leased 200 200
(5] nugbe: of admissions 1,000,000,000 20,400,800
{4} nuenier of admissidns paT film 5,000,004 140,800
[5) mvoTAge waaks played (zun length] 2,600 52
(6} number of thestsrs 10,000 100
{7} Tental Tata A0 AT
f8) total revanums $2.ﬂﬂn.ﬂﬂ:ﬂ.ﬂw $40,000, 000
[9) total production costs $600,050, 000 $12, 000,000
(rentals lpas dtarribotion #Xpensas)
(0] distribucien sxpenses § 200, 400,000 $4.008,0600
{11) eshibleion expenses i §1,200,000, 060 $726, 000,000
{12} distriburor proflics L1+ 50
[13) exhibitor profits L1 t0

-rg,[-



hisgributors:
Exhibitorss

Table 6.6

MIDEL L

Manopalisticalty Comperizive

One Markat; Monopollred

ALl DiFer Markctz: Monapelistieally Lompetbrive

Mo Vereirgl Inregration

. All The Single Fach of 4%
Equllibrium Copditiona Markers Combined Menopellized Harkel L‘n‘rnp-_e:itive Markers
{1} sdmisslon price . £3.19 f2.00
{31 fllms prodeced and 1sased 1%6 146 136
{3 musber of admissions §91,577,150 17,001,480 19,991,341
{4) number of aduisslons per film &0, 609 100, 459
{5] sverage weeks played [Twn Lemgth) %14 wecks " 52,3 weeks
[5) number af thoATaTs g, 860 120 240
{7} Tental TAte L0a) A
(4 totol Tevenuss $1, 997,434,100 £38, 244,756 §30,0682,682
{87 praduction coatl {reatals 547,760,710 $11,%40 511,994 873

leas distyibution sxpensas)

{10} I&isttl'butiun =05tE $ 108,311,080 $ 2,400,198 % 5,008,200
(11) wah!bition costs § 110,083,350 14,401,749 523,945,500
{12} distribuior profits 11 1] 1)
{13} ezh!bitor profics § 21,471,027 £01,471,027 0

Table 6,7

MUDEE XTI

= Lkl -

plotribuznrs! Monopallstically Conpotizive
Exhibitors: ALl Lecel Markets #onopolized, Cournot Independene Behovlier
- Wo Wereleal Integration -
. Each of 50
Equilibriun Condjtlons Al] Markety Combingd Eeparate lLocal Harketsd
{1} ndaizsion price $3.10
£1) films produced wnd leassd® 3 1
{5} mumbar of adeissions 4,911, 7Y §78,32%%
(4} mumboy of adelssiony per film . ’ -
{5} averago weeks played [rvn Tangthl 07
(&) number of theaters F3:1] a
{7) yental Tate L 063 L 063
{#) wetal TeYenuAs §156, 026,000 $3, 120,520
(93 produciion chaEs {Tencals
lass distribution wxpensas)

{10} discributhon sxpenses $ 9,785,200 £ 105, 540
{11} exhihitlon expanzes $ 58,533,000 $5.173, 860
(12} diarrituter profics i L 11
(11} exhibiror profies $ &7,503,360 41,750,540

. .
,384 it rhe sctunl solutlon.
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Table &.8
MAGEL 1Y
plzrelbistors: Momopolistically Competirviva

Exhibitors: Hational Manopoly Coverlng Ad] 50 Marketa
Mo ¥errical Inmtegration

Each af 50
Equilibrium Conditicns 411 Markets Combdned Separate bocal Markets
(1} adniasion prica : §i.ls $3,19
t2) number of Filed prodfuced and leazed 111 113
{3) nusber of admlssicns AR1, 243,570 T 5,635,860
(4] mumber of sdénisslops par £ilw A4, 188,944 13,795
(5} averags weekd pleyed {xun Janpthl ) d3.6 weeka .'_
(6} aumber ¢F thestere 4,418 b1 3
{7) Tontal TaEs L 280 !
(8] total TEVanua: ) 41,557,079, 100 §30,741,580
{5} production costa [rentals $334,014,100 $6. G40, 282
Lesa diztritution expenssa) .
(10) distribucion costs $5¢, 368,000 31,527,360
{11) eahtbition coscs $578,843,570 511,575,860
{12] dlstritutar profits '_ 0 30

{13} uxhibitar profits $517,353, 850 $10,557,07%
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TARLE I
Advertised Retail Prices

—_—

Price Range Typical Pri;_:.r;\
Item ($} (%)
Videocassette Recorders
1/2-inch VCR with tuner g80-1, 130 1,075
{(weight: approx. 40 1bs.) .
Battery-powered, portable VCR 500-1, 500 385
_ {(approx. l8lbs, )
VCR with slow-rnotion and fast- 1,280-1, 500 1, 350
forward image
VCR with 15-25" color TV in 2, 400-3, 200 2, 400
conaole
Videodise Player _ 750 750
Blank 1/2-inch Cassette Tape
T-80 [7-19 18
T-120 24-26 25
L.-250 11-13 12
L-500 1§-18 17
L-750 21-286 21
Prerecorded Cassette Program
One-half hour or less length 1h=- 30 39
Cne hour or feature length movie 50-100 B0
X-rated movie~ T0-175 100
Prerecorded Video Disc Program 165-25 25
Accesgories _
Black & White camera 250-3500 395
{with power supply, case,
standard lens, ses-through
viewfinder) ¢
Color camera 700-1, 100 890
{same a3z abhovel :
Microphone 3¢-100 | - 40
Zoom lens 120-400 220
QOptical viewfinder 230
Cagsette changer _ EGO
Battery pack and ciarger a0




Home Video Recorders: Rights and Ratings

by Deonald E. Agostino, Herbert A. Terry, and Roltand C. Johnson

Civen that many VOB uses naw appear legel, has the
network Breedcasting system of telecision program
delicery angthing to fear from the infant VCR Business?

To dale there have been several major surveys of VCR owners, Kalha-Bowen
Assaciales surveyid 600 VOR owners in 1978, and Field Rescarch and Crossley
Surveys vach conducled interviews in 1978 for use in the Betamax proceedings.
Arhitron inlerviewed persons in 300 VCR homes in Jate 1978, and Mediastat
placed viewing diaries in 250 VCR households in the summer of 1979 {2, 4%
While none of these studies can by theomselves provide the whale pichire, to-
gether they give 2 pretty pood image of recvnt VCR use by current owners,

The principal use of the VCR is far time-shift vitwing. Kzlba-Bowen found
that 72 percent of VCR owners use the machines o lape programs they were

11
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unzhle to watch contemporanepusly with the brozdeast. In the Field survey,
75.2 percent of owners reported time-shifting was half or more of their VCR
use. Crassley found that 82,4 percent of VCR recording was done while the per-
som was nol walching TV or was viewing another channel. In the Arbitron sur-
vey T3 percent gave a5 the reason for buying a VCR the ahility to record while
away [rom hame, viewing another program, or asleep. .

Because bolh inajor U8, audicnce rating scrvices—A.C. Nielsen and Arbi-
tron—now inchide an indication of YCR use, this time-shift phenomenon is gen-
crally an assal to the broadeasters and networks, Shows which would have heen
tnissed can now be viewed later, and this viewing is properly attribuled in au-
dicnce reports. This avdience, previously unavailable to the broudeaster, is now
prasent and connled. However, polential ayudience is “lost” for broadcast pro-
grams aired while the recording is viewed, Sinee inost of the programs recorded
for time-shilt vicwing were regularly scheduled, prime-lime shows and most
ptayback of these shows was in non-prime time within a weck of the broadeast,
YCR time-shift use expands the most lucrative audience, that of prime time,

The majority of programs recorded at howe are regolar TV series; the see-
und most common type is broadeast movies. Arbitron {ound 36 percent of home
cassetle recordings were movics, while Mediastat diary data indicated 27 por-
cent, (ther TV specizals constituled 13 percent, and spourts programs three per-
cent.

There also appears to be liltle danger 1o the size of broadcast andiences be-
cause of YCR owners repealedly viewing tapes from a library of prerecorded fa-
vorites. The Ficld study found that about 55 percent of VCR ownurs had fewer
than 10 tapes In their libraries, although the average number is 32, Forty-three
pereent of owners have no movies in their library. Sixteen percent of the re-
spundents in the Kalba-Bowen study indicated they never saved recorded shows
langer than one month, and another ﬁﬂ_pen:ent indicated they had done so ten
times or less, This would indiesle that il VCR owners were to view each slored
tape once a month, sver lwo-thirds of them would spend 10 hours or less 3
month viewing Library recardings. This is 2 relatively small amount of time in
lerms of broadeast viewing, anid it does not necessarily decrease the time spent
viewlng real-time bropdeast programs,

Mor, at present, does viewing of prerecorded lapes accvunt [or much YCR
use. Tata! sales tn dale of prerccorded lapes amount to an average of about bva
oz every VR unit. Arbitron reported thal only 22 peccent of VCR iramers used
prerecorded materfal. OF those, 88 percent bought the tapes, 20 pereent bor-
rowed them, and anotlier 10 percent traded lor them.

Major movie firms have only recently become involved in the sale or rental
of tapes. IL rernains to be scen what impact the promotional efforts of these and
other packagers wili have on the prerecorded tape marketl. At £50 to $80 per
movie, Lhe likelihood of an individual stocking a video Library with purchased
casscHes is not great. It is also too early to estimate the growth of formal and
informal eschange clubs and other rental systems, and how much Lelevision
wiewing e might be sbsorbed by tapes (rim these sources.

The deletion of commercials when recording programming is another area
of concern. The Crussley and the Arbitron surveys asked owners whether they
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used the fast-forward control to skip recorded material during playback. Eigh-
teen percent in the Field study reparled they did, and 25 percent In the Cross-
tey. These persons skip over comniercials most af the time, but also delete pro-
gram prometions, time-outs in sports, and otlier low-interest material,
Commercials can also be deleted by use of Lhe pause buton during recording if
somecse is present and viewing the show being recorded. Eighty percent of the
owners surveyed by Arhitron said they had done this to eliminate broadcast
commercials from their recardings,

The impiet, therefore, of VOR wae
on broadeast andiences and revenues
it cureenthy minimal end generolly positive,

Few viewers own VURs, and these lend to be young, professional, npscale
“early adaptors.” Given even optimistic projecled sales for the next five years,
VCR penetration will still Fkely be lar less than 18 pereent of U.S. households,
Purchasers are Hkely 1o be wnrepresentative of the population and their VOR
use will have a negligible or only minimat effcet on hroadeaslers’ audience-
based revenue. This does nol imply, however, that the combined ¢ffect of all al-
terpative delivery systems—subseription TV, full-service cable, and home ne-
dia-—wil] not be nutable,

When the houne medivm of cartridge television was introdueed in the carly
1970s, it was hevalded as ... the greatest (media) revolulion since the book”
{Forfurie, May 1970, p. 71 which would “uproot all political, educational and
commercial establshments” (Newsiseek, May 31, 1971, p. 78}. Barly indicators
are that the home VURs will not live up to that enthusiastic billing. Neither wili
anlicipated YOR use shake the foundations of broadeasting nor raise many
copyright problems unanficipated by recent legislation.

The encouraging conclusion, therefore, is that the lawmakers and policy-
makers, broadeasters, program producers and VCR mannfacturers will probably
avauid major conflict with urther VOCR developraent and use. The somewhat dis-
couraging conclusion is Lhal, so far, use of VCRs seems unimaginative, condi-
tivned more by viewing habits learned in conneclion with traditional Lroad-
casling and as yet not much aflected by the great (lexibility of the VCR as a

home inedium.
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Table 1.

Videodisc Formats And Player Capabilities

FORMATS
CED VHD LASER
(Stylus Grooved) (Stylus Grooveless) (Optical)
PLAYER
CAPABRTILITY
GROUPS
1. Bimple RCA SFT 100 JVC . (B)
Player {$499) Player
2, Enhanced (A} JVC Playar Pioneer VP 1000
Playar with opticnal (4750)
attachment
3. Interactive Discovision 7820
Player (52475)
4. Player/
Auxiliary {C)
Computer
NOTES: Figures in parentheses are suggested retail prices.

The JVC player, due in early 1982, has not yet
been assigned a suggesgted retail price,

(R) RCA is expactad to market an enhanced player if
a market demand develops.

(B) A Group 1 laser player is expectaed before the end
of 1581. . '

{C) There 1is no disc player as such in this catagory.
Groups such as Bell & Howell and The University of
Mebraska ETV Network are developing seftware and
interfaces to enable an end user to formulata a
Group 4 package,



STRENGTHS AND WEARNESSES OF VIDEODISC SYSTEMS

In general, too much attention has been directed towards
thedcampeting videodisc systems, and too little attention has
been given to thé’quality af programming which is available or
planned for each. Nenetheless, a few comparative points about

the alternative systems are important to note.

CED

® CED reguires a plastic sleeve for each disc. This not
only adds a cost to the manufacturing process, but can
render the disc useless if the sleeve should break or
malfunction. Moreover, the caost of the plastic sleave
neutralizes what might otherwise be a cost advantage for
CED in the manufacturing of discs. Thus, the price of
CED and Laser discs in retail stores is virtually
identical: most discs retail between 15 and 25 dollars.

® EBarly reports on CED players and discs have given them
good marks for guality and durability (see Consumer
Reports, July 1981). '

¢ By using an older technology and a no-frills design,

CED can offer the lowest price for a player (Zenith's
CED player is available for %395 in New York discount
stores), However, the price differential between CED
and laser players is not as large as was expected {a
Pioneer laser player is available for $540 in New York
discount stores). Further, the expected developmant
of =olid state components for laser players in 1983-85,
may reduce the price differential further.

® RCA has a superior distribution system. By the end of
1881, approximately 60% of all video hardware ocutlets
in the U.8. will carry RCA Selectavision players or
a compatible CED player.

# Both the CED player and software are directed towards
the largest existing consumer demand for entertainment:
movies,



LASER

VHD

There have been some reports about early problems

with consumer laser players. The Pioneer and Disco-
Vision players have received better reports, In
addition, many early laser disecs had quality control
problems. Apparently, the gproblems have hean rectified
to a large degree (for one evaluation, see Consumer
Reports, April 1981).

The added features associated with the laser system
are not reflected in the discs which are available in
retail stores. Only a handful of available discs make
use of freeze frame, chapter segmentation or searches
for individual frames, '

The laser system has made strong inrcads into the
industrial market, Virtually all of the existing
applications of videodisc for training and sales
promction make nse of a laser disc system.

The enhanced features of the laser system are in tune
with recent consumer interest in "doing something". with
electronic technology (e.g. videc games, persocnal
computers, and interactive cable television) rather
than passively watch programs.

Many .advanced features of the laser disc mask what may
be its strongest asset in education: simple control of
program materials by the instructer. Unlike lémm film
or most video cassette players, the laser disc permits
a teacher to review materials before a class, note the

- frame numbers, and plan a lesson around specific

segments, The teacher can then stand in front of a class,
press the frame numbers on a keypad, and the plaver will
find the segment precisely.

;

Little will be known about the quality and durability
of VHD players and discs until they reach the market in
early 1882, As in the case of CED, VHD discs have a
pPlastic sleave which adds to its manufacturing cost

and can render the disc useless, if the sleeve breaks
or malfunctions,

The modular approach of the VHD system, placing added

features in a separate optional attachment, would
appear to have some advantages. However, the price of

10



a VHD player with optional attachment is not yet fixed.
Clearly, this will affect the appsal of a modular approach.

& Distribution outlets for VHD players are much more
limited than for CED players, Further, there are some
indications that the system will receive a much stronger
marketing effort in Japan, initiazlly. In this sense,
the U,S. consumer may be introduced to VHD very siowly.

SYSTEM CHANGES 1981-B3

In the short term, 1981-B3, it appears that intense
competition among laser, CED and VHD systems will encourage
each to £ill-in ecapability and price gaps for theif respective
systems. ﬁs a result, each format will offer disc players in
additional Groups (i.e. Groups 1,2,3 and 4 discussed on p 4).
For example, Hitachi will offer a CED player with stereo iﬁ
1982, RCA has suggested that it will offer a Group 2 enhanced
player if consumers deménd those features. It is also expected
that Pioneer will offer an opticnal interface between its
Group 2 consumer model and an external computer., Currently,
such an interface must be purchased from another company (e.q,
DiscMaster 1000 RS-232C) and installed by the user or an outside
agent.

These changes will further redfce price and capability
differences among systems and may increase consumer confusion.
In addition, producers and distributors of programming may
begin to guestion if three systems are necessary when differences

among them have been blurred.

11



Taihle 3

STRAIGHT TRANSFER SCENARIC

A public television station seeks to transfer
a 50 minute program onto videodisc and manu-
facture 800 discs. The program is intended
for straight play and contains no interactive

elements.
Master set up @ 1500 per Side...ussveerncenn. 3600,00
Encoding of frame numbers......cc... e vana 550.00
BOOD discs @ 10 each..iveeernanan P eevrranaaas 800G .00

Total 11550.00

Table 4

INTERACTIVE VIDEODISC SCENARIO

A producer of educational programming seeks
to create an original 50 minute videodisc
for use in geometry instruction, and to
manufacture 800 discs. The videodise will
require a modarate amnuntegf interactive
computer programming: sevekral multiple
choice guestions, and the option to view
instructional segments in any order, based
upen a table of contents. Assuming that a
master videotape has besn produced, the costs
associated with mastering and manufacturing
the dises would approximate the following:*®

24
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Dot 1.

Master set up & 2000 per side....veenen. . 4000.00

=
Lo

Encoding of frame numbers....... teeesren. 350,00
Check cassette to verify frame numbers.., 120.00
Check dise to test control program....... 400.00

Computer programming development

6 days B 450 per day.uceeeea.n trearassna » 2700.,00
Data entry..oviininrnnnrnnan Ve s mraaa ‘e 60.00
Record control program......c.ee.-. faaraan 100.00
800 Gi8¢5 @ 17.300 . 0veernrnernennnennnns. 13840.00

Total 21770.00

The scenarics above do net include costs of labels and jackets,
shipping, or any labor/overhead costs associated with managing

the project.

SFPECIAL PRODUCTION ISSUES

As a new medium, it might be expected that videodiscs
would crea£e a new set of production issues which reguire
special attention. This is indeed the case. Among the production
issueﬁ vhich require such treatment are: freeze frames on metion
video segments; mixing film and vié%atape elements; picture
levels; and field accurate editing. This report is not the
appropriate forum to discuss these and other production issues
in detail. However, it is important to note that the preparation
of video materials prior to videodisc mastering reguires some

adjustments from a broadcast approach.
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per year thereafter. Aggregating new and veteran owhers ;ould
vield sales of 6.5 discs per unit, per year. Table 6 below
charts a conservative and an optimistic model of videodisc

sales, based upon the figuresg in Table 5 of projected players

in the marketplace between 1981-85,

Takle 5

PROJECTED VIDEODISC SALES PER YERR

Millions
of discs
g0

70

50

Optimistic

30 Model

10

-

Conservative
Model

1981 1982 1983 1384 1885

Currently, most videodiscs ainLd at the consumer market
retail at 15-25 dollars per program or movie. Using these
figures, it is possible to estimate that gross sales of videodiscs
in the consumer market mighf reach .26 hillion dclléré (conservative
estimate) to 1.7 billion deollars {optimisticlestimate} per year
by 1285. It is not yet clear whether a videodisec rental market

will develop, as it has in pre-recorded videccassettes, or

34
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Table 5 below charts two published estimates for the sales
of videodise plavers through 15985 ({estimates for sales beyond
1935 are highly speculative}. These may be regarded as a

conservative projection and an optimistic projection.

Table 5
PROJECTED VIDECDISC PLAYER GROWTH

(Total Number of Players in the Marketplace}

Millions
of units

15

1d

5 Cptimistic
Model

Consarvative
Model

1981 1582 1983 ) 1384 1985

Sources: Business Week, July 1980 [Conservative Model)
Wertheim & Company, January 1981 (Optimistic Model) .,

These conservative and optimistic models may be used to

project annual sales of videcdiscs.
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of the lattar.

_ KALBA BOWEN ASSOCIATES INC

16




THE MEDIA SCENE
THE MEDIA SCENE

THE MEDIA SCENE
THE MEDIA SCENE

THE MEDIA SCENE
THE MEDIA SCENE

THE MEDIA SCENE

WHAT WILL IT LOOK LIKE ?

Doyle Dane Bemnbach, inc.




VIDEQ CASSETTE RECORDERS
ANTICIPATED GROWTH

Player Units

% Penetration of
U.S. TV Homes

Pre-Recorded Tape
Unit Sales

Pre-Recorded Tape
Retail Sales

1083 7985 (Est) 1990 (Est.)
5.3 Million  10.0 Million 18.1 Million

64% 11.6% 19.0%
7.0 Million 15.0 Million  27.1 Million

$350 Million

$620 Million $1.4 Billion
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VIDEO DISCS
ANTICIPATED GROWTH

71983 1985 (Est.) 71990 (Est.)
Video Disc o L
Players - . 05 Million 1.2 Million 5.7 Million
% Penetration of |
U.S. TV Homes 0.6% 1.4% 6.0%
Video Disc ' _
Unit Sales 6.0 Million  13.2 Million  45.6 Million
Video Disc | |
Retail Sales $120 Million

$264 Million $98{_} Million
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Star Wars relaasa pattarn

Jdune 1982 - Videocassetie rental-only plan
Summer 1982 - Videocassette sales plan
Summer 1982 - Theatrical re-release
Septembar 1982 - Pay per viaw

February 1983 - Pay cable

February 1984 - CBS-TV

Thera aren’t many "Star Wars” obviously, but a number of films rmay be handlad this way in the
future. In looking at the sequence, ane will nata the ptacement of pay per view after videocassattes
and before pay cable. The post-video cassette release reflects a foar of taping off cabla; the
pre-HBO distribution the fact that whatever its cut, the income per viewer to Fox an a pay-par-view
basis will be substantially greater than what it gets from pay cable. The studia has reportedly sold
“Star Wars” to Showtime, The Movia Channel, and Spottight for 2 $1.00-1.25 or mora par
subscriber; but HBO stiil hasn't bought.

Anyway, additional axperiments ara going on in pay per view at the system level. Group W Cabla is
testing films in its addressable system, in Middletown, Connecticut, for $3 a shot. Gill Cabla’s Bay
Area interconnect is doing likewise and regutarly drawing 15-20% response rates. Rogers’ Portiand,
Oregon system is showing two movies a month, priced at $4 to $8 each.

The real catalysts, hewever, wlli be the emargence of distribution networks and the availability of
addreszable boxas.

Cn the first point, OQak Media has been formed to distribute events to STV and cahle. The
well-known prizefight promoter, Don King, has arganized a venturs, as well. The bigger maves,
however, are most likely yet to carna, One is likely to be 2 consortium headad by ABC, After
previously announcing a deal to organize pay-per-view sports offarings with Getty's ESPN, ASC
_has afso joined with Cox Cable in planning pay per view offerings, initially on Cox Systems.
Rumblings suggest that ABC is scliciting other pay-per-view partners, presumably in cable or STV
with subscriber bases as the sttraction and/or with film studias, Plans for ABC to distribute Don
King's fights have also been rumored.

At Time Inc., the purchase of the advertising-supperted USA Network brought with it partnerships
with MCA and Paramount, These wara to inciude a pay-per-view network as wel. MCA is,
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however, distributing “Pirates of Penzance” on its own, and that studio and Paramount were
negotiating to become partners in Warnar/Amex's "The Mavia Channel,” whlch might make their
relationship with HBO-parent Time Inc. somewhat quastionabkla.

The wide-ranging discussions hatween CBS and Twentieth Century Fax undoubtadly alssn
encompass tha pay-par-view questicn. We would also suspect that Showtime and the other film
studios heve had talks. Viacom’s recent convertible debenture prospects states that itis
riegatiating with third parties to ressll tha Showtime haif that it is buying back from Wastinghousa,
or more than 50% of that natwork, as notad.

Tha role of the studios is important for ather than the immediately abvious reason. Far gne, pay
prer view is likely to be a medium of exclusive events per natwork, unfike present-day pay cable;
sacond, the studios have vowsad to navar again let a medium arise that is dependent on thair
product without their having some control and profit participation in the program distribution
naetworks (as ogposed to their situation vis a vis the television natwarks and HBO, in particular] In
fact, it isn't actually certain that they can't deal directly with cable/STV operators. Yet, since pay
pear view is likaly to consist of more than just films and invalva netwark scheduling, pramaotion and
even the creation of events, there would appear to be the need for a packager. Furthermare, as in
the casa of pay cable, it is difficult to deal with thousands of individual cabte systems, though the
Lulk are increasingly-concentrated among a relative few MS0Os,

ABC reportedly sounded out the cabla industry an soma pay-par-view ldeas last fall, but the
industry feit that ABC didn't yet have enough real events to sustain even a once a month schedula.
Of course, that is partly a matter of pricing tog. Qver the past year, wa gather the idea has formed
of offering a greater variaty of events, plays, concarts, and moviss. 5till, if ABC has had troubla
coming up with a year's worth of product and product is likely to be exclusive, it raises the
guestion of how multiple networks will survive. One answer might be higher subscriptions through
the Qube approach of constantly available fara. Still, that probably is impractical without two-way
boxes, and only Warnar/Amax and a faw systems roped in by franchize promises are likaly to
install two-way devices over the foreseeable future,

In any evant, in lcoking at it from the cable operator's viewpoint, wa can make a coupla of
observations: (1) Pay per view gught to produce at least a couple of delfars a month per
subscriber, with Qube’s $8-10 a likely cailing for now, because the impulse nature permitted by
Qube's two-way equipment won't be availabla initially to most cable subscribers. Whils Qube
offers all the major pay-per-view events available to cable and 5TV, it also constantly provides at
much lower prices products that would probably not be feasible on a one-way basis. {2} Profit
margins will prabably be lower than on a conventionzl pay service. While things are still in the
formative stage, the premoters and/ar product suppliers are focking for box offica type cuts of
50% or more; and thase figures do not yet atlow a spread for a middleman. The latter could rangs
upwards from 10%, we would guess. {3) There will also be profotional costs involved that excesd
pay cable’s since events have to be promoted individualiy. Although much of this may occur at the
network level, local expenditures are slso likely to axceed those on the present pay cable channels.

Mext year ought to be the breakout year for pay per view. The number of evants s;.héduled by
various promoters is nearly up to one 8 month already and addressable dacoder shipments ara
agceterating. The organization of pay networks WI“ protably noccur over tha next 12 months as
wail,

I¥ supplier estimates of 2 million or mare addressables annually are finally met, the industry ought
ta have at least 5 million potential pay-per-view customers by the end of 1984, axcluding systems
using dizsposabis traps. .
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As notad, cabla suhsc;iptinn to pay-per-view svents has consistantly trailed STVs. A good deal of
the discrepancy has to de with retative efficiancy of promatian, since STV daes nat have the
benefit of impulse buys of two-way, which could be the other togical axptansation.

While pay-per-view panatration ratios of various events could cuite likely range fraom under 10% to
STV's B0% plus for really big fights, let us assumae that a 25% average can be sustained. Let us
further figure average retait prices at $7.50, reffecting a range from $5 films to $15 special events.
Figuring that thera might be enough profit to sustain twice-a-month showings by 1985 (between
tilms, plays, congerts, sporting events and staged aventst, pay per view at retail wouid ba a
$225-million business at that point. That works ot to $0.50 per average basic industry subscriber
in 1985, the figure we incorporatad Into our 1985 forecast of monthly pay rates from pay cabla in
Table 7. Loaking at it another way, it would reprasent $3.75 a month more from customers in
systems with addressable Imostly ona-way) decoders.

We touched on the issue of the possibla affect of pay par view on conventionsl monthly
subscriptions in discussing our understanding of the Quba experience. In that case, the influence is
indiscernibte, judging by still-high pay/basic penetration rates and pay-per-view income of $8 to
$10 a month. As noted, however, the Quba system is two-way, encouraging imputsa buying.

From &n economic standpoint, the basic services offer 25 to 30 films a month at $8 or about $0.30
gach, so they remain far more attractively priced than the pay-per-view produst. That most Fkely
means the latter will not displace the former. Yet, it also means thet pay-per-view events will have
to ba spacial or relatively cheap, ar both, to ba profitabie.

- By 1990 we assume that at least two-thirds of industry subscribers have access to pay per view,
g.g. that givan its likely economic potential all hut the smaller systems where pay responss is
usualty lower will have upgraded to addressability. We also figura that, whers available, pay per -
view can generata $9 a manth, or tha aquivalent of anather of today’s pay channeis. Mare events,
maore promational spending, development of evants for pay per view including nonentertainmant
product, growth in two-way systermns, and expansion in real income are amang the reasons that we
think this will happen, What we are really trying to say is that there would appaar to be the
potential ta sel a cable customer tha equivalent of another pay channel, from a budget standpoint,
and that whatever the route, entrepreneurs wilt ba able ta deliver praduct to tap the market to this
degree. Given the history of cable {pay cabie, which only began in earnest in 1375, is now available
to more than 85% of cable subscribers), we think that this forecast is more likely to prove
consarvative than overly optimistic.

With twa-thirds of our 53.5-millics average 1990 subscribers paying $9 a month on averaga from

special events, pay per view wauld be a $4-hillion businass, and cable’s biggest nontraditional -
sourcd of income.
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TAELE 1

Status of Video Outlets: 1982
CABLE
Percentage Average Number HDS Total UHF & Video Radin
of Homes Fassed of Channels Channels VHY Channels Cassette Recorders Stations
1. New fnrk (A1) 31 3 14 392,800 39778
2. los Angeles 24 24 5 18 253,548 32/77
3. Chicage 5 34 2 12 181,676 39/67
4. Philadelphia 29 24 & 1i 146,239 30744 '
5. San Francisco 64 a7 3 12 119,786 28752 ?
fi. bBoston 23 23 3 9 115,294 21/50
7. Dletroit 5 31 3 8 101,818 23/38
8. Washington, D.C. 9 27 1 ] B9, 840 20f40
y_ Cleveland 30 27 3 6 BS,348 21432
4. [allas-Fr. Woczth 2 38 2 9 83,351 20738
11. Pittsburgh 49 15 1 i 14,867 22437
12. Hawston 25 26 2 5 78,360 26/35
13. tHinueapolis- T
5t. Paul 5 24 1 b 66,881 27435



TABLE 1 (Continued)

Tephit

et

5tatus of Videg Outlets: 1982
_ CABLE
Percentage Average Number MDS Total UHF & Video Radio
of Homes Paszed of Channels Channels VHF {hannels Cassette Recorders Stations

14. St. Louis 4 22 1 5] 62,888 21737

i5 Seattle-Tacoma 41 23 3 7 66,382 26547

16. Atlanta 12 35 1 i 660,382 23/32
17. Mimwi 28 35 i g 67,879 17/37% !
_ S
18. Tampa- 1

5c. Petersburg A 21 2 B 57,398 13733

19. EBaltimore 14 30 1 ] 52,9006 22718

2. Thenwor Y 27 1 LS 53,405 22732

2i. Indianapolis ig 23 2 7 48,913 20424

22 Sacrauento 23 21 -2 & 49,911 18/24

23, Suu Diego 79 32 2 4 42,424 19/34

24. Porcland 2 18 3 ) 48,414 24433

25. Kansas City 37 29 i & 42 424 16/3)
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TABLE 13

- 97 -

Gross Revenues for Selected Companies Engaged in Yidao
Distribution Market, Fiscal Year Ending in 1981 (5000s)

American Expresas Co.

Coca-Cola Co, (Columbia Plctures)

Cox Cammunications

Dow Jones and Ce. .

Embassy Communications

Getty Oil Ce.

Gulf & Western Industrzes Iac.
(Paramount Pictures)

Hearsk Corp.

Locimar

MCA, Inc.

Hetramadia, Inc.

HGM/VA

Multimedia, Inc.

5.1. Newhouse & Sons

Qak Industriea Inec.

Orion Pictures, Tac.

Pioneser Electronic forp.

Reevea Communicaticns Corp.

Storer Cowmunications, Inc.

Taft Breoadeastioz Co.

Tela-Communications, Iac.

Telepictures Corp.

Time [ne.

Times Mirror Lo,

Tribune Co.

Turner Broadeasting System, Inc.
Twantieth Century-Fox Film Corp.

Yiacom International Inc.
Walt Dizney Productions
Warner Communications Inc.
Weatinghouse

CB3
ABOC
RCA

w ¥at Revapues

NA = Not Avzilable

Sources;:

Advertising Age,'JunE 28,

1982,

7,211,000
5,889,000

403,497

641,024
NA

13,251,560

5,477,741
NA
169,504
1,328,988
461,781
299,404
195,276
1,400,000
507,119
102,694
1,433,755
231,149
276,437

358, 196%

181,426
36,932
3,296,382
2,155,970
1,406,320
95,047
567,462
210,436
1,005,040
3,237,153
9,367,500

4,125,954
2,443,713
8,004,800

e

(7/31/82)

{6/36/82)

(3/31/82)
(6/30/82}

{1/1-9/30/82)

(E(ZB!BZ}

at M-43, M-32 {for Hearst and

§.I. Newhouse}; Annual Reports and Forms 10-K {fov remaining

listed companies)
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Washington, D C 20554 o I '_' L.

" Amendment of 47 CFR §73.858(§}}
the Financial Interest anﬁ T
Syndicatian Rules

T

'lﬁmki




a. Video Cassette Recorders (VCR's)
and Video Disc Players (VDP's)

Two other technologies that the Commission could not
have considered in 1970 are video cassett&-fecorders (VCR'3)
and videc disc players (VDP's), neither cof which was on the
market at the time. Usze of VCR's and VDP's permits viewers

to rent popular video programming of their cheoice for as little

as £3.00 a day and thus offers competition to broadecast net-

~&0=
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works and the alternative media that proliferate in today's
home-video program distribution marketplace.! Viewers can
also purchase cassettes or discs at prices which constantly

are being reduced. E.g., TV Digest, Jan. 10, 1983, p. 13,

Not only do cassettes and discs offer another means
of distributing video programming to viewers, they necessarily

require the television set to be used and therefore prevent

the =imultaneocus viewing of other programming. WCR's also per-

mit viewers to "program" shows originally aired in different
time slots against the offerings of broadcast stations and
cable systems. The time-shifting capability of VCR's is par-
ticularly important in markets where viewers have a significant
number of broadcast stations or alternative program distri-
bution systems such as cable, 5TV, and MDS from which to

chooze,

Today over 6% of the nation's television homes own
VCR's or VDP'e, compared to less than 1Y just four years ago.
Morecver, the number of homes owning a VCR or é YDFP has ing
creased nine-fold in this four-year pericd. This growth is

-

illustrated in the following chart:

1. While these technologies require the acquisition of hard-
ware as well az software, they may be comparably priced
to cable when the necessary equipment is rented or pur-
chased on credit through menthly installment payments.

-61-
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GHOWTH IN PERCENT OF TV HOMES OWNING VIDEO
CASSETTE RECORDERS OR VIDEO DISC PLAYERS

PERCENT OF
TV HOMES
m p—
Parcant Change 1978-10982
L Na, af TV hamss owning
VER"s and VIR 920%
5 p—
4
a ]
2 aad
1 /
a
1978 1874 1580 18481 © 1882

YEAR END -

Sourca: Tha Homa Videa & Cabla Yearbook 188203, p. 135 (VCR', p. 132 (VDY
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L,ast year aleone, American consumers spenl more than

51.5 billion en VCR and VDP hardware (i.e., the machines them-

selves). An additional $511 million was spent on software

(i.e., programming}. The Home Video & Cable Yearbook 1982-83,

p. 2.

These figures will increase with the penetration
of these new technclogies. It is forecast tﬁat by 1385, 12%
of television homes will own VCR's or VDP's and that 25% will
be so equipped by 1990. Variety, Aug. 18, 1882, p. 46 (J.
Wwalter Thompson estimates). Booz, Allen & Hamiltoen Inc.
estimates that by the latter year, consumers will be spending

as much as $3.8 billion annually on programs for use on these

machines. These technologies cobviously offer increased mar-

keting opportunities for suppliers and viewing opportunitias
for the public that the Commission could net possibly have
anticipated when the Financial Interest and Syndication Rules

were adopted.

wB3
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THE BUAL ROLE OF THE MAJOR HDLLYWCOD STUDIOS:
BROADCAST NETWORK SUPPLIERS AND NETWORK COMPETITORS

STRIG

COMPETTTIVE FOLE

SUPPLIER ROLE

wWarner Brochers
{viarner Communications}

+ Pactial ownar of The
Movle Chamel, Nickslodson,
MTV, Showtime*, Home Sports
Ratwork-Pj ktsburgh*,
Houston Sporte Channelsn

« Partial owner of the sixth
largent cable cperator

« VR and WP program diatci-
Eartlon

Four prime time geries in khe
current ssasen, ineleding Alice
and Private Benjamin

Featyre filma and made-for-TV
mrdies

) Faramount
IGulf § Wegrern)

« Hina prime time series In the
current saason, incloding Baves
Enys and Laverns & Shirley

Featurs Llime and made—for-TV
oo ies

I Oniversal (acn)

« VR and VOP program distri-
bution

» Six prioen time series in che
current ssason, Lncluding

Magmum, P.I. and Quincy, M.EB.

« FPeaturs fllma apd mada—for-TV
i .

ETE TR

| Oolumbia {Coca-Cola)

» Bclimive distriboeion
arcangement with BBQ, which
includes up-Cront Linancing
for featurs £1lmm

» WCR and YWOP peogran

Six prime time xaries in the
currant season, Inclidirg

Fantasy Igland and Hart to Hart

Featurs £lims and made—foc-TV

distribation movies -
Freiraiiy . VR and VI¥ program . Pour prive time series in the
Giacribotion curcent seagon, Incloding

CHIPS and Fame

Peature Films arel macdle-for-TV
morilas

&

« VR and VIR program
discribution

. Four prioe time series in the
current season, inclolinsg
MARASHH and Trepper Jobn, M.D.

» Featurs films and made=for-TV
moviea

Walt Disrusy

= Ownar of The Disney

» ¥R and VDP progrom
aigtribueion

» Otva prloe time sacies sppiled
in the currsnt season <« Walt

% {the longest running
Ber wrert

« Peature CLms and mecdde—for-TV
trvies

—t

¢ Proposed marger, The Wall Strest Journal, Jan. 10, 19831, p. 4.

3

Froposad, See charc re planned cable networcks,
Lauch svpected in sacly 1983.
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ESTIMATED VCR GROWTH IN THE OONSUMER MARKET

Total # VCRs % Penetration
Year In Marketplace Honseholds
1932 4.0{Million) | 4.8%
1984 1B : B.4
1990 17.4 17.7

(Note: Mean retail price for prerecorded movies is approx, $50.)

Table 25

ESTIMATED PRERECORDED VIDEOCASSETTE SALES

Year # Videocassettes Retail Revenue
198t ' 4.5 (Million} $240 (Millionm)
1985 g8 400

1990 18 800

{Note: Mean retail price for preracorded movies is approx. 350.)

The above estimates are caleulated within the parameters

suggested by Hough's research. With VCR growih aprroximating 150% per

- year during the first five years, it would be reasonable to expect an

average growth rate of 70% duriﬂg the First ten years, and g somewhat
slower rate thercafter. Prerscorded videocassette growth was lower
during the first three years in which deta aare avgilable, averaging
90% per year. This would suggest a lower growth rate dur_‘ing the First
ten years of sales (relative to VCRs). Such 2 forecast i35 reinforced
by the expected competition from casselbte rentals and the =sale of
videndises., That is, many of those who are inclined to buy and keep

video materials are likely to be attracted to videodisc,
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Table 27
ESTIMATED GROWTH OF VIDEODISC
{All Systems)
' Videodise Flayers Videodiscs

Year (Total In Market) {# Per Year) Dise Revenues

1982 .3 (Million) 2.5 (Million} $ 62 (Million)

1585 2.8 19.6 490

1450 7.8 54.6 1,082

If videodisc survives, revemues fram the sale of dises are likely
to he substantial, Further, a significant revenue stream 1is likely to
came fram education, as well as the home market. KN.A. Philips reports
that more than B0 colleges and 200 hospitals purchased dise players |
through 1881. In sddition, the .3, Army has inwested heavily in

videodise for education and training.

The potential merket among consumers and in education provides
sufficient reason for public broadeasters bto monitor videodise
clesely. [t should also be noted that public broadeasting currently

has considerable expertise in videodisc production.
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VIDEC CASSETTE RECORDERS

Highlights And Implications

BUT STIiLL FACES RESISTANCE . . . : -

Penetration of VCRs is increasing

S

o, 7% of households currently own a VCR
{cnmpared to 2. 6% two years ago}

And owner satlsfactlon 15 very hlgh

o BAbout three-quarters of all VCR owners
are very satisfied with their machine

But interest among non-owners is falling

o Only 5% of pntentlal buyers - deflnltely
plan To buy (down from ?%}r and

o . Three—guarters of non-owners do not
intend to purchase {versus 62% two
years agao)

Price has come down —-— and people know it

o 39% of non-owhers now estimate the
" price toc be under $500 {up Lrom 29%)

o 71% peg the price at under $750 {up
frcm 50%}' : -

But not far enough, as lnteresteJ prnspects Stlll
want a better deal

o 53% of those consideriﬁg buying are - .
waiting for the price to fall still
further

G
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GROWTH COULD . '~ - .
COME FASTER . .-« "

Targetlng speciflc market segmants cuuld acnele:ate
-grawth of ?CR Eales R I,

- Heavler selling efforts dlrected at menf_
' should be- useq - : )

G Husban&s more than thrée times as
often as their wives, are most. LT
influentlal in decidlng to buy a VCR"'

- Cable hnuseholds deserue mcre attentlanﬂ_ﬂ5" 

o].Pathable subscribers show highe: tban
average interest in vCRs

o MDVLES are the shows most frequently
recorded on VCRs .

vCR manufacturers should 1nvestigate advert151ng on
Cahle/Pay—Cable and joint marketlng efforts w1th
Cable operatnrs

VCR CROWTH MAY ﬁFFEcT-f
ADVERTISING EFFICIENCY . . .

o Movies, mini-series, and daytime
~serials are recorded more often than
other types of shows

o But well over half of all VCR owners
frequently skip over commercials when
watching shows they have recctded

"If and when VCRs penetrate a sizbable proportlon of
TV homes, the advertising value of these freguently
recorded program types may be lessened substantlally

-
-




e And Buyers Are.
Very -Satisfied

-32-

Compared to what they expected, owners of VCRs are very
satisfied with their purchase

. Very satisfied
with VCR

Somawhat satisfied

. with VCR

-;Nmt.too satisfied

with VCR

. Not at all satisfied

“with VCR

. .Because Thef.Use Their VCRS

VCR Dwners
(1e8)

72%
22
3

1

The . average VCR household records over five hours of
programming every week. '

average Hours Recorded

By Household per Week

VCR Owners

Hours 7168}

0 93
1-2 31
3-4 26
5-6 17

. +.To Record Many Kinds
Of Programs

VCR Owners

Hoouks {l68)
-0 13%
11-15 8
16-20 3
21+ 2

VCR owners use their machines to record a wide variety
of programming, with movies, followed by programs
-eontinued opn more than ona avening the most frequently

recorded types of shows.

Some programa,

howevar, such

as game shows and news shows are rarely if ever

recorded.
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Frequency Of Reccording Among
VYCR Owners (168)

Program Type Often Sometimes Rarely Heover
Pay-Cable movies* 48% 25 8 12
Movies ©on . regular

TV 22% 41 17 6
Programs continued

on mote than one

evaning --19% 33 17 27
™7 drama series i} 16% 27 15 . 37
Situation comedies 16% 14 i9 47
Daytime serizls 16% 8 8 63
"Entertainment

specials 14% 32 20 29
sports shows 10% 30 11 44
Variety shows 43 15 26 51
Hews shows 4% B 16 a7
Game shows 1% 4 ¥ a0

*Among 60 Pay-Cable households.

...Heavy VCR Users Record
More Kinds Of Shows

Heavy VCR users (receord 5 or more hours per week) don't
just record more of what light users record, they
frequently record many more types of shows, Although
hoth groups like to record movies, light users tend to
use their VCR to record "special" kinds of programs,
while heavier users often record everyday shows such as
daytime serials and sit-comg.
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% 0Of VCR Owners "Cften"
Recording Show Type
Record 5 Qr HMore Record 4 Or Fawer

BProgram Type Hours Per Week Hours Per Week
{71} {94)
Pay-Cable Movies* 57% 42% 5
Movies on regular TV 35 13 KE
Daytime serials 32 - 4 13
Programs continued on :
more than one evening 28 13
gituation comedies 28 o 6
Drama serles 25 10
Sports 33 9 :
Entartainment specials 11 17 1
News shows 6 3 i
Variety shows 4 4 j
Game shows 1 i i
I

*among small bases of Pay-Cable/VCR households.

e Almost Everybody Skips Commercials

Well over half of VCR owners "always" or "usualliy" skip
commercials when viewing a racorded program using their
vCR, and almost all owners skip over commercials at
least "“sometimes”, :

WwCR Owners
Hours Record/Week

Freguency of Skipping Over With 4 Or 5 Or

Pre-Recorded Commercials Toktal Pay Cable Less More
{168} (60} {71} {54)

Always 32% 27% 30% 35%
Usually 29 32 29 30
Sometimes 25 3z 23 28
Never B 5 10 7

Don't play tapes
having commercials 1 0 1 0
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VIDECDISC PLAYERS

. Highlights And Implications

THE CURRENT VIDEODISC BUSINESS
BAS NOT GOTTEN OFF THE GROUND

Ownership and interest are virtually non-existent i
o Less than 1% of all households own a VDP SRR

o Only 12% of all consumers Show any
interest in buying in the future-

in spite of the fact that familiarity is growing
‘o 78% of consumers have at 1East:sqme '
' familiarity with VDPs (compared: with
47% two years ago) R

Consumers who know most about VDPs see high price-
and low utility. They say

o Inability to record (44%)
o Price {34%), and
T0 - Limiﬁed software {26%)
are major reasons for not buying-
Without product and strategy éhanges, the VDP
business will not survive, Consumers' perceptions,
primarily based on familiarity with the stylus—-type
(non-laser) VDP, must be changed. Sellers must
communicate
‘o - Pechnological advantages of the laser

type videodisc player (picture/sound
quality, random access, efc.}

o vVariety and flexibility of software
(informational, games, educational, .
narrowcasting, entertainment, etg.}

-

and very importantly,

o Invest sufficiently to insure that the
variety of software necessary to drive
the business exists

only with these shifts In marketing orientation will
the VDP industry bave any chance for success

g i e LI '-::J.<.t'-':'.'i.l.3.'.=-'.3.~.-..- .

PR

ekiosinal L

NSRRI A T PITAPE AR PR TR L e s Sl T gt . RN

e e R B N S i i b L et e ez
RS AP PEN SO

B M N e S g 1 [ E



Consumer Electronics

U.S. Sales
By Product Category

Video Hardware » Video Software
Audio Equipment/Blank Tape
Computers and Games Hardware & Software

® Actual Sales Figures Through (982 From Electronic Industries Association
Marketing Services Department Published Statistics (based on data submitted by
individual manufacturers).

® Projected Sales Figures For 1983 Based On Electronic Industries Asseciation
Marketing Services Department Statistics to Date Adjusted for Seasonal Varia-
tions; and Censensus of Various industry Sources.

® Other Figures (Estimated) Based On Censensus of Various Industry Sources
Collected by Electronic Industries Association Marketing Services Department.

® Telephone and Computer Statistics From Sources as Cited.

ELECTRONIC INDUSTRIES ASSOCIATION
CONSUMER ELECTRONICS GROUP » JUNE, 1983



VIDEO SOFTWARE
VIDEQ TAPE
(Blank)
VIDEFO HARDWARE Total Estimated Sales
: to Dealers in Units
1380 15,000,000
1981 22,500,000
1982 28,000,000
1983 50,000,000
1984 70,000,000
VIDEQ CASSETTE RECORDERS
Total Sales to Dealers
" in Units (Thousands)
: 14979 ATS
i 1980 805
1981 1,361
1682 2,035
1983 (proj.) 3,500 ~ VIDEQ TAPE
1984 {est.} - 4,300 (Prerecarded Only)

Total Estimated Sales
to Dealers int Units

1980 3,000,000
1981 5,500,000
1982 6,000,000
1983 8,000,000
1984 10,000,000
VIDEQ DISC PLAYERS
; Total Sales to Dealers
in Units (Thousands)
! 1980 {est.} 40
1981 157
1582 223
1983 (proj.) 350
1984 (est.) 500
VIDEQDISCS

Total Estimated Sales
to Dealers in Units

1980 300,000
1981 2,000,000
1982 5,000,000
1983 9,000,000

1988 12 ann 0NN



YER Sales to Dezlers

Television Digest with Consuomer Electronics
June 27, 1983 p9 VYol. 23 Ho. 26

Sales fto Average % Srass p
Dealers Frice Change Sales Change
funi ts) {FOE}
L1%7Q 401,930 E#555. 656 215,097,823
1979 470,376 541.83 ¥ 257,095, 741 +i9%
i?80 804,667 SZ0. 35 . 418,972,977 +&52%
178F 1,340,9H8 o0, &7 —4% 681,435, 0R), +53%
19202 2,0F54,797 417. 19 e ¥ B52, %44, 354 +257

Sales in 19780 Dollars

Sales te Consumer Adjusted F/ Adjusted F
Dealers Price Average Change Bross Change
(Units) Index Price Sales
1978 401 , 30 195.4 $h035. &b 2215, 297,825
1979 875, 374 217.4 4B7. 4 —F% 231,827,127 +HE
1700 B4, 663 240.5 3P0 32 =20 Z14,074, 042 +35%
1%¥81 1,360,988 272.4 35716 -B% 488,812, 450 +0A%L
1982 2,034,797 288.46 283.82 —Z1% Sf7.0l6,084 +18%

U.5. Commerce Department Figures show that the average FOH price
of video cassette recorders imported from Japan has dropped 33.5%4 in
tess than five years. This figure is somewhat distorted because higher
priced professipnal models made up & greater percentage of the totals
in the beginning than they do now.

TV Digest observes that:

"I+ the same drop is maintained faor a fuil year, 1983%°s average
price will end up at %329, This certainly is a real possibility,
all Japanese manufacturers are integrating and simplifying theie
product to take costs out. The year may end with a different
product from the one it started with."



The Home Video s
& Cable Report

Cabiw TV, pay TY. wideo lape, vided dise, vidaalag!, STV, MOS LETY .

volume 13, ifo. 38 Octoher 3, 1983
=3 HVCR « Qatober 3, 1083
HOME VIDED MARKET INDICATORS, AS OF SEpT. 1, 1983
JAN.  SEPT. © YEAR-TO-DATE 1
SEGMENT 1983 1983 GAIN 5GAIN PENETRATTION
Homea Pagsad 3.5 59.1 5.6 19.5% 70.4%
by Cable miliion million- - million .-
Basie Cable 27.2 3.5 . 3.3 12.1% 16.3%
Subscribers millicn miliion millicon
Pay Cable 20.6.  25.9 5.3 25.7% 20. 9%
subgcribers millicn million millien :
STV ' ' 1.3 918, 000 -442,000 -32.5% L.1l%
Bubsoribers million
MDS i : -
Subzcribera 795,000 664,000 ©=135,000 =17.0% 0.08%
YCR Unit sale53 5.29 7.49 C2.2 41.6% 8.5%
" fewnalatlive) miIlion miliion million '
Video Disc Players 345,000 408, 000 143,000 41.4% . 0.05%
{cumulativa) -
Two-way Cable ~ 185,000 250,000 B5,000 35.1% 0.03%
Subsecxibers
Commercial Tela=
text or Viewdata 64,600 108,000 43,400 67.2% 0.0l%
]'Based on B3.9 million TV homes, darived from A.C. Wielsen Co, projactions.
Penetration estimata is based on 56% of basic cable sths {about 17.1 million homes) |
subscribing to one or more pay services.
Sales to dealers, according to the Eilectronic Industriesd association.,
©1983 Knowledge Indastry Publications, Inc. Not to be reproduced without permissicn.
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