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Chapter 2/The Media Marketplace:

Markets, Mergers, Alliances and Partnerships

Market – a place where consumers and sellers interact; consists of sellers, buyers and products

Dual-product market:

· 1st market may be a radio format, TV show or cable channel

· 2nd market involves the selling of advertising

How to define a media market: geographic market + product market
The number of sellers and the extent of competition is affected by the characteristics of the market; those characteristics are the market structure
Product differentiation – perceived differences among products

Barriers to entry – obstacles new sellers must overcome before entering a market; may be high cost of doing business (equipment, personnel, resources) or regulatory (FCC, Congress, courts)

Cost structures consist of fixed costs (those needed to produce one unit of a product) and variable costs (things like labor and raw materials that depend on the quantity produced).

Economies of scale – the decline in cost that occurs as additional units of a product are created

Repurposing – using the same content in different forms across multiple platforms (on air, websites, social media)

Vertical integration – when a firm controls multiple aspects of the production, distribution and exhibition of its products

Types of market structure:

· Monopoly – a single seller of a product exists and dominates the market; consumers must buy from the seller or forego the product

· Oligopoly – three or more sellers of a product dominate the market

· Monopolistic Competition – many sellers offer similar products that are not perfect substitutes for each other

· Perfect Competition – multiple sellers and no single firm dominates, no barriers exist, buyers have great control in establishing price of the product

Forces affecting markets:

1. economic conditions – when economy declines, consumers spend less

2. technological forces – multi-platform content providers and UGC (user generated content)

3. regulatory forces ​​– primarily FCC but also Congress, courts, markets

4. global forces – products marketed around the world

5. social forces – society is growing older & more diverse; the fastest growing minority group is the Latino population, with more than 50 millions citizens of Hispanic origin

6. synergy – notion that two different entities will operate more efficiently as one business

Strategic Alliance – as association that provides benefits for each member (sharing capital and costs, providing access to new markets, increasing shareholder value, reducing risk); over time alliances often fail
Traits of as good manager:

· working knowledge of more than one industry

· ability to effectively multitask

· sensitivity toward balancing needs of the marketplace and the public

Challenges for Radio Management:

· differentiating stations from one another

· generating revenues from each station

· monitoring the relationship of each department to its audience

Challenges for TV Management:

· duopoly operations

· digital switchover

· audience fragmentation

Challenges for Cable, Satellite & Telco Management:

· need to continue revenue since subscriptions have probably peaked (though Cable is in a strong position because of multiple revenue streams: subscriptions, equipment rental, premium services, pay-per-view events, advertising).
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