
Index

ABC, 194, 198, 217, 259, 275, 294,
297, 478

above-the-line costs
in entertainment industry financials, 533
in movie industry financials, 116

AC. See average cost
Academy Awards, 123
accounting controversies, Internet and,

45, 55
Accounting for Advertising Barter Transactions,

220
Accounting Principles Board (APB)

Opinion 17, 319
Opinion 20, 286

Actor’s Equity Association, 240, 463
ADA. See Alternative Distribution Alliance
ADI. See area of dominant influence
Advanced Research Projects Agency (ARPA),

52
advertising. See also publishing industry,

advertising; television advertising

in broadcasting industry, 270, 277, 281–282
in cable industry, 314–315
complimentary view of, 48
economic aspects of, 48
in gaming industry, 394
global expenditure on, 57
history of, 57
home video, 155
informative view of, 48
on Internet, 45
Internet impact on, 54
on movies, 106
in movie-television financial accounting, 171,

186–187, 214
PCEs and, 46
persuasive view of, 48
as revenue, 55
on search engines, portals, 54
studio, 106
television-network and, 276
in U.S., 46
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advertising, entertainment, 46–50
demand elasticity in, 50
market entry barriers to, 50
per capita spending on, 49
price elasticity in, 50
sales ratios in, 50

advertising-to-sales ratios, in entertainment
industry, 46, 49

affiliates
broadcasting industry compensation

relationships and, 293
broadcasting industry independent stations

and, 276
broadcasting industry switching and, 294
entertainment industry and, 534
radio and television broadcasting and,

274–276, 279–280
AFM. See American Federation of Musicians
AFTRA. See American Federation of Television

and Radio Artists
agent. See movie industry, agents
AGMA. See American Guild of Musical Artists
AICPA. See American Institute of Certified

Public Accountants
AIR. See average issue readership
Aladdin, 132, 155
Alexander, 142
Alliance of Motion Picture & Television

Producers (AMPTP), 117, 145, 218
SAG-AFTRA settlement with, 145
union strike and, 145

all-in deal, 243
All of Me, 140
Alternative Distribution Alliance (ADA), 258
AMC Entertainment Inc., 72, 148
American Express, 102
American Federation of Musicians (AFM), 240
American Federation of Television and Radio

Artists (AFTRA), 117, 240
American Film Market, 156
American Film Marketing Association, 156
American Guild of Musical Artists (AGMA),

240
American Institute of Certified Public

Accountants (AICPA), 165
American Mechanical Rights Agency (AMRA),

239
American Research Bureau (ARB), 534
American Society of Composers, Authors, and

Publishers (ASCAP), 238, 255
American Symphony Orchestra League, 456
AM radio, 268, 534
A&M Records, 245, 259

amusement park industry
admissions growth trends in, 487
asset values in, 486
average per-capita spending in, 482
capital investment in, 487
EBITDA in, 486
economics of, 484–486
financial operating characteristics in,

479–484
Great Depression and, 478
history of, 477–478
location-based entertainment in, 479,

488
major theme park facilities in, 479
margin-profit curves in, 482
milestones in, 479
in modern times, 478–479
operating leverage in, 482
operating performance in, 482, 484
operating profits in, 482
profits in, 482
recession in, 484
technology in, 487
in U.S., 478
valuations in, 486–487
water parks in, 488

Andrew Lloyd Webber’s Really Useful Group,
470

Angel, 245
Annie, 112
Anschutz, Phil, 138
antitrust consent decree. See consent decree
antitrust exemption

in baseball, 437
in sports industry, 434–435, 437

antitrust laws, in sports industry, 434–435, 437
AOL Time Warner, 261. See also Time Warner,

Inc.
APB. See Accounting Principles Board
Apple Computer, 247
AQH. See average quarter hour
ARB. See American Research Bureau
Arbitron, 270, 291
area of dominant influence (ADI), 533
Arista Records, 262
ARPA. See Advanced Research Projects Agency
artist-and repertoire (A&R), in music business,

242
A/S. See advertising-to-sales ratios
ASCAP. See American Society of Composers,

Authors, and Publishers
aspect ratio, 535
Aspects of Love, 470
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asset values, 535
in amusement park industry, 486

Associated Artists Productions, 104
United Artists’ purchase of, 104

Associated Communications, 217
Association of Talent Agents, 139
Asteroids, 370
Atari, 363, 365, 369–370
The A-Team, 218
Atlantic Records, 412
attendance

in amusement park industry, 478, 482,
485–486

in movie industry, 126, 127
in movie theaters determinants, 101
at U.S. circus, 456

audience
broadcasting industry, measurement in, 291
primary or target, 535
share of, 553

audience, performing arts, 449–457
characteristics of, 450
live, 450
size/scope of, 449

audience, television, 275
cable companies delivery expertise

in, 322
demographics of, 278
double jeopardy effect in, 278
Duplication of Viewing Law and, 278
movie industry target in, 119
prime-time cable in, 306
ratings and, 276–279

Audio Home Recording Act of 1992, 257
Auletta, 349
Austin Powers, 149
Australian Lightning Jack Film Trust, 140
availability, 535
Avco-Embassy, 217
Avenue Q, 469
average cost, in entertainment industry

microeconomics, 16
average issue readership (AIR), in publishing

industry, 350
average quarter hour (AQR), in radio and

television broadcasting, 292
The Aviator, 138

baccarat, 508–509
Back to the Future, 108
Bad News Bears, 209
Baker & Taylor, 349
Bally Manufacturing Company, 362, 369

Band of Brothers, 218
bandwidth, 535
Barbie doll, 360
Base Price to Dealers (BPD), 248
basic service, 535
Batman, 156, 215
Batman Begins, 140
Batman Forever, 148, 150
BBC, 280, 296
Beauty and the Beast, 132, 469
below-the-line costs, 535

accounting classifications for, 145
independent producers and, 117
in movie budgets, 116–117
in post-production activities, 116
for union guidelines, 117

Berliner, Emile, 229
Berners-Lee, Tim, 52
Bernoulli, Daniel, 407
Bertelsmann, 259
BestBuy, DVD sales and, 155
Beverly Hills Cop, 216
bicycling (print), 535
bid, 535
bid request, 536
Big Six Wheel, 511
Billboard, 244, 258

music business data in, 262
Billy Jack, 121
bingo, 511
Birch Scarborough Research, 291
BitTorrent, 53

in broadcasting industry, financials, 299
Black Hawk Down, 138
blackjack, 505–506
blind bidding, 536
block booking, 536
Blockbuster, 130

DVD sales and, 155
revenue-sharing and, 153
tape rental profit margin, 153

Blood Brothers, 139
Blue Note, 245
BMI. See Broadcast Music Inc.
Bonanza, 219
bond, 536
booker, 536
book value, 536

entertainment securities and, 500
book values, entertainment securities, 500
Born in the U.S.A., 258
Bose-Epstein distribution, 157
Boston Symphony, 456
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box-office, performing arts
U.K., 122
U.S., 122

box-office receipts. See movie industry,
box-office

Boyd, 412
BPD. See Base Price to Dealers
BPL. See broadband over power line
branch, 537
brand-name

Batman sequel as, 149
James Bond sequel as, 149
Lord of the Rings sequel as, 149
movie distributors’ identification with, 81

break, 537
break-even, 537

in movie-television financial accounting,
182–184, 217

Breaking Away, 147
Brightcove, 53
British Broadcasting Company (BBC), in

entertainment industry, 296
British EMI Group, 245
broadband over power line (BPL), 322

on Internet, 322
Broadcasting, 139
broadcasting industry

adult/contemporary, 288
advertising in, 270, 277, 282
affiliates vs. independent stations, 276
affiliate switching in, 294
album-oriented rock in, 288
audience measurement in, 291
audimeters in, 291
cable impact on, 290
cable properties in, 289
clear-channel stations in, 268
combined ratings shares for, 279
current hits in, 288
daytime drama serials in, 284
dependency rations in, 35
double jeopardy effects in, 295
FASB Statement 63 in, 287
game shows in, 284
growth vs. sports industry, 422
history of, 268
index trends in, 272
Internet and, 290
Internet portals and, 290
maturity of, 290
middle-of-the-road in, 288
milestones in, 269
national spot in, 281

outside U.S., 276
People Meters in, 291
prime time access rule in, 275
program-material rights in, 286
reality programming in, 284
technology and, 289
video iPods in, 290, 299

broadcasting industry, financials
accounting practices, 284–287
advertising vs. expenses in, 281
affiliate compensation relationships in, 293
BitTorrent, 53, 299
cash flow definitions in, 288
cash flow in, 288, 298
cash flow margins in, 288
depreciation, amortization in, 298
discount to private market value in, 289
EBITDA in, 288
economic characteristics of, 281–283
economic deregulation in, 275
feature program amortization in, 287
highly leveraged transactions in, 288, 298
interest rates’ impact on, 287–288
leveraged buyouts in, 288
macroeconomic trends in, 281
microeconomic trends in, 281–283
net-free cash flows in, 288
network operations costs in, 278
network profit-maximization strategy in, 279,

282
network revenues vs. program expenditures

in, 294
operating cash flow, 288
performance trends in, 283–284
pricing paradoxes in, 295
programming costs in, 283
properties valuation in, 287
variable cost elements in, 283–284

Broadcast Music Inc. (BMI), 238, 255
Broadway, 451

budget estimates in, 462
contract-specified minimum-scale guidelines,

470
Great Depression prices during, 466
longest running shows on, 452
musical productions on, 452
on/off, 450–456
production financing, 455
top 10 runs on, 452
touring, 455

Bryan v. Itasca County, Minnesota (1976), 410
Bubble, 147
Bushnell, Nolan, 363
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business cycles, 537
business models, Internet impact by, 50

CAA. See Creative Artists Agency
Cable Communications Policy Act

of 1984, 306, 326, 330, 402, 407
of 1992, 326, 330

cable companies
audience-delivery expertise in, 322
coverage ratio in, 323
Internet impact on, 322
leverage ratio in, 323
revenue generating units in, 328
telephony services and, 322

cable distribution services, in network industry,
310

Cable Guy, 148
cable industry

advertising expenditures in, 314
APB Opinion 17 and, 319
broadcasting industry impact by, 290
broadcasting industry properties in, 289
bundling in, 325
cable ownership concentration in, 310
concentration caps in, 330
deregulation of, 324
development directions in, 320–322
digital communication distribution of, 325
FASB Statement 34, 319
FASB Statement 51, 318
fiber-to-the-curb in, 310
government regulation of, 310–311, 330
growth of, 306
growth vs. sports industry, 422
history of, 304–305
hybrid fiber and coax in, 310
legislative, regulatory battles in, 325
maturity in, 318
milestones in, 306–307
multi-channel multipoint signal distribution

in, 329
multiple system operators in, 305
must-carry provisions in, 326
older movie demand in, 94
operating characteristics of, 309–310
pay-per-view in, 124, 305, 312, 320, 329
pay services in, 305–309
politics and, 326
pre-maturity in, 318
QUBE in, 329
ready availability of, 71
signal distribution technology in, 324, 329
signal piracy in, 310

star architecture in, 326
startup in, 318
structure on, 306
subscriber churn in, 327
superstations in, 305
technological advances in, 325
telephone companies vs., 321–322
top 10 networks in, 306
trends in, 308
video-on-demand in, 320

cable industry, competition, 320–321
direct broadcast satellites as, 321
direct-to-home as, 321
local multipoint distribution as, 321
multichannel multipoint distribution of

signals as, 321
satellite master antenna television (SMATV)

as, 321
subscription television as, 321

cable industry, financials
accounting conventions of, 318–319
borrowing by, 317
capital concerns in, 315–318
cash flow in, 315
drop charges in, 316
EBITDA in, 315, 317, 319
economic value added in, 323
financial characteristics of, 315–319
goodwill vs. amortization, 319
MSO pricing strategies in, 325
operating margins in, 316
public, private market valuation methods in,

323
reservation price in, 325
return on capital in, 317
revenue relationships in, 312–315
sliding-scale surcharges in, 314
special accounting treatments in, 318
subscriber investment in, 317
subscription revenue in, 312

cable industry, franchise, 310–312, 326
agreements in, 322
fees in, 330

cable industry, networks
advertising revenues in, 315
cash flow margin in, 331
concentration trends in, 312
distribution services in, 310
valuations in, 322–324

cable services
basic cable in, 305
premium pay in, 305
premium vs. basic in, 305
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cable television, 537
growth of, 306–309
hybrid optical fiber and coax in, 306
Internet Protocol in, 306
niche-network proliferation in, 306
prime-time audience in, 306

Caesars Palace, 404
Cagney and Lacey, 221
California v. Cabazon Band of Mission Indians

(1987), 410
Canada, 145. See also movie industry,

Canadian
Canadian Broadcasting Corporation (CBC), 294
Canadian Radio Television and

Telecommunications Commission (CRTC),
294

Canal Plus, 329
Candle in the Wind, 258
Cannes Film Festival, 156
Capital Asset Pricing Model (CAPM), 158
Capital Cities Communication, 275
capital investment, amusement park industry,

487
capitalized value, 538
Capitol Records, 245, 255, 258
CAPM. See Capital Asset Pricing Model
CARA. See Classification and Ratings

Administration
Carey, Mariah, 262
Carmike Cinemas, 72
Carnal Knowledge, 110
Carnegie, Andrew, 456
Carolco, 147, 328
CARP. See Copyright Arbitration Royalty Panel
Carsey-Werner, 220
Cartrivision, 151
cash flow, 538

in cable industry, 315
in cable networks margin, 331
discounted method, 541
in EBITDA/cable industry, 319
in movie-television financial accounting

considerations, 174
in sports industry valuations, 430

cash flow, broadcasting industry, 288, 298
definitions, 288
margins, 288
net-free, 288
operating, 288

cash flow, entertainment industry
economics discounted in, 29–30
free, 36
securities, 497

cash flow, movie industry
ancillary-market, 90
pressures, 110
substitutional, 90

casino management
early-warning indicators in, 405
EBITDA and, 412
fraud in, 406
Gambler’s Ruin formula in, 413
hold percentage definitions in, 413
junkets in, 412, 414
procedural paradigms in, 405
regulations in, 405
rules of conduct in, 404
stiff-sheets in, 405
table wins/loss in, 406

casino management, financials
accounting policies in, 402–406
Atlantic City revenues in, 404
bad-debt reserves in, 404
cash, credit flow in, 404–405
comps in, 413–414
credit-granting procedures in, 404
credit in, 404, 414
financial calculations in, 405
Las Vegas revenues in, 403
overall revenues in, 403

Cats, 469
CATV. See community-antenna television
CBC. See Canadian Broadcasting Corporation
CBS Corp., 100, 198, 230, 254, 258, 275, 294,

297, 435
CBS Records, 259
Chappell Music Publishing, 259
Chicago, 40
Chicago Lyric Opera, 457
China production totals, in movie industry, 86
Chrysalis, 245
Cinema Center Films, 217
Cinema Completions, 145
CinemaNow, 53, 153
Cinemark USA, 72
Cineplex Odeon, 148, 217
circus

in commercial theater, 456
domestic profitability of, 456
in Europe vs. U.S., 456
history of, 456
U.S. attendance of, 456

Cisco, 153
Classification and Ratings Administration

(CARA), movie industry and, 149
clearance, 538
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Close Encounters of the Third Kind, 150
Coase Theorem, 433
coin-operated machines. See coin-ops
coin-ops

vs. home video games, 365–366
in toy industry, 367

Cold Case, 221
Coleco, 369–370
Columbia House, 260
Columbia Pictures, 67, 94, 100, 104, 213
Columbia Records, 229
Coming to America, 214
commercial, 538
commercial theater

circus in, 456
dance in, 457
gross receipts from, 451
investments in, 452
on/off Broadway in, 450–456
opera in, 456–457
orchestras in, 456
permanent nonprofit theaters and, 455
ticket-price trends in, 451
touring companies in, 451
U.S. receipts in, 451

common stock, 538
community-antenna television (CATV),304, 309
competition, 539
complementary goods, 539
completion bond, 116, 217
The Completion Bond Company, 145
compulsory license, 539
comScore Networks, 54
Coney Island, 478
consent decree

in movie industry, 68, 72, 99, 223
production vs. distribution and, 68

consumer price index (CPI)
vs. entertainment industry inflation-rate, 28
and movie industry, 76

contract, 539
controlled composition, in music business, 250,

262
convertible debenture, 539
Copyright Act of 1976, 257
Copyright Arbitration Royalty Panel (CARP),

239–240, 256
Copyright Office, 257
Copyright Royalty Tribunal, 257
Corporate Gaming Act, 382
Corporation for Public Broadcasting (CPB),

280, 296
correlation, 539

The Cosby Show, 138, 220
cost per rating point (CPP), in broadcasting

industry, 272
cost per thousand households (CPM), 539
cost recovery, 539
CPB. See Corporation for Public Broadcasting
CPI. See Consumer Price Index
CPM. See cost per thousand households
CPP. See cost per rating point
Cracked Rear View, 258
Cramer, Gabriel, 407
craps, 506–507
Creative Artists Agency (CAA), 108, 139
cross-collateralization, 540
CRTC. See Canadian Radio-Television and

Telecommunications Commission
CSI: Crime Scene Investigation, 223
CTV. See Television Network Limited
Cuban, Mark, 144
cultural discount. See movie industry
current assets, 540
current liabilities, 540
CW Network, 224

Daily Variety, 77, 150
Dallas, 218
dance

commercial theater, 457
history of, 457
modern style, 457

Daniel Boone series, 204
DARPA. See Defense Advanced Research

Projects
Data-Over-Cable Service Interface Specification

(DOCSIS), 330
Dateline, 222
Da Vinci Code, 150, 213
day and date releases, 540
DBS. See direct broadcast satellites
debenture, 540
Decca, 230
de-Content Scrambling System (DeCSS), 261
Defender, 370
Defense Advanced Research Projects (DARPA),

52
Def Jam, 245
De Laurentiis, Dino, Embassy Films library

rights of, 110
De Laurentiis Entertainment Group Inc., 109,

217
Delphi II, 141
Delphi III, 141

partners of, 141
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demand, 540. See also supply/demand
elasticity of, 18–19
for leisure, 5
for leisure time activities, 12

demographics
audience, television and, 278
of publishing industry, 339–340
television audiences and, 278

depreciation, 540–541
deregulation

broadcasting industry economics and, 275
cable industry and, 324

designated market area (DMA), 541
Desperate Housewives, 297, 299
Detroit, gaming industry in, 385
Deutsche Grammophone, 245
De Vany-Walls, studies of, 136
Dharma and Greg, 220
DiCaprio, Leonardo, 138
Dickson, William, 66
Digital Millennium Copyright Act of 1998, 256
Digital Performance Right in Sound Recordings

Act of 1995, 256
Digital Subscriber Line (DSL), and telephone

companies, 330
direct broadcast satellites (DBS), as cable

competition, 321
direct-distribution expense, 541
Directors Guild of America, 117, 146
direct-to-home (DTH), cable competition of,321
discount rate, 541
discretionary spending, 541
Dish Network, 330
Disney films, 111. See also Walt Disney

Company
Disney World, 478
disposable personal income (DPI), 21
distribution. See also movie distribution;

movie-television, distributor-exhibitor;
production-financing-distribution

Internet and, 44, 50, 54, 132, 137, 190
movie industry rights in, 140
power content control and, 41

distribution fees, 541
distributors-exhibitors, contracts of, 121
DMA. See designated market area
DOCSIS. See Data-Over-Cable Service

Interface Specification
double jeopardy effect

in broadcasting industry, 295
and television audiences, 278

Dow Jones, 349
DPI. See disposable personal incomes

Dramatists’ Guild, 463
Driving Miss Daisy, 138
drop, 541
DSL. See Digital Subscriber Line
DTH. See direct-to-home
Dune Capital Management, 140, 143
Duplication of Viewing Law, and television

audiences, 278
DVDs

BestBuy sales of, 155
Blockbuster sales of, 155
Canada production of, 145
in developed nations, 127
format agreement on, 151
vs. home video industry, 130
movie industry and, 118, 127, 145
music industry impact of, 130
per unit profit of, 130
profitability shift in, 130
release windows in, 146
royalties for, 214
sales vs. video tape, 130
Target sales of, 155
Wal-Mart, Inc. sales of, 155

Eastwood, Clint, 138
EBITDA, 24, 542

in amusement park industry, 486
in broadcasting industry economics, 288
in cable industry, 315, 317, 319
and casino management, 412
enterprise value (EV) and, 351
in entertainment industry, 24
in gaming industry, 396
valuations and, 24, 323, 348

e-books, publishing industry and, 341
EchoStar Communications, 51, 330
econometrics, 542
economic growth, 542
economics, 542

of film making, 117
economics model, 542
Edison, Thomas, 66, 228
The Ed Sullivan Show, 219
elasticity, 542
elasticity demand, 18, 19, 50, 542

in entertainment advertising, 50
in entertainment industry, 18

electronic video recording (EVR), in movie
industry, 151

Ellen, 221
Elsevier, Reed, 147
EMI Records, 245, 259
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Endeavor, 108, 139
The English Patient, 138
enterprise value (EV)

EBITDA and, 351
in entertainment industry, 30
in entertainment securities, 500
in gaming industry, 397
in publishing industry, 351

enterprise values, in entertainment securities,
500

entertainment advertising
demand elasticity in, 50
market entry barriers to, 50
per capita spending on, 49
price elasticity in, 50
sales ratios in, 50

Entertainment Channel, 326
Entertainment Data, Inc., 225
entertainment industry

advertising in, 46–50
affiliates in, 534
amusement from, 4
ancillary markets in, 494
answer print in, 534
backward bending labor supply curve in,

11–12, 35
cable system valuation in, 30
communication entropy theory in, 51
competitive-monopolistic model in, 16
composite of, 24–27
consumers’ surplus in, 19
content control vs. networks, 41
CPI vs. inflation-rate, 28
cyclicity of, 22–23
demand curve in, 47
demand elasticity in, 18
demographic shifts in, 13
differentiation in, 49
digital distribution technologies in,

305
entrepreneurial spirit in, 495
entry barriers to, 494
export category in, 31
free-riders in, 19, 497
free time in, 493
growth patterns of, 24
input-output tables in, 28, 37, 47
intellectual property rights in, 29
Internet impact on, 42–46, 497
leisure in, 33
leisure time activities in, 493
media industries differentiation in, 49
media laws in, 39–41

monopolistic competition in, 23, 48
networks in, 41–42
new media impact on, 40
new mediums in, 495
NPV and, 30
oligopoly in, 23, 494
PCEs in, 19–21, 23, 31
perfect competition in, 23
preconditions for, 4
productivity enhancements of, 495
psychological, emotional effects of, 4
public good in, 19, 495
public policy issues in, 496–497
retransmission rights in, 51
secondary markets in, 494
security guidelines for, 497
segments/sectors in, 23–28
service distribution in, 52
sports book in, 514–516
steady-growth rate phase in, 494
technology and, 31, 495, 501
trends in, 501
universal appeal of, 495–496

entertainment industry, financials
above-the-line costs in, 533
advance in, 534
advertising-to-sales ratios in, 46, 49
aggregate spending on, 14
assets valuation in, 29
average cost in, 16
capital costs in, 494
debt amortization in, 534
discounted cash flow in, 29–30
EBITDA in, 24
enterprise value in, 30
expected utility in, 12–13
free cash flow in, 36
income demand in, 19
incremental unit production cost in, 18
macroeconomics in, 24, 65–66
marginal cost in, 16
marginal revenue in, 16
market capitalization-to-advertising views in,

46
negative costs amortization in, 534
network costs in, 52
price discrimination in, 19, 48
price elasticity in, 18
product marketing expenditures in, 494
return on invested capital in, 45
revenue per viewer-hours in, 46
revenues in, 56
spending preferences in, 28
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entertainment industry, financials (cont.)
Standard & Poor’s stock price indices in, 497
sunk cost in, 18
unit cost component of, 47
valuations in, 29–31
wholesale revenues in, 27, 31
write-down rules in, 36

Entertainment Media, 224
entertainment-media industries, shared elements

of, 39
entertainment securities

book values in, 500
cash flow in, 497
debt/equity ratios in, 499
enterprise value in, 500
price/earnings ratios in, 499–500
price/sales ratios in, 500
private market values of, 497

Entertainment Tonight, 220–221
Enter the Matrix, 371
entry barriers

to entertainment advertising, 50
to entertainment industry, 494
government regulations and, 16
to movie industry, 208
supply/demand factors and, 14–16

EO Corporation, 144
equilibrium, 542–543
equity, 543
E.R., 220
ESPN, 314

and sports industry, 436
Europeans, 456

full-time cinemas of, 66
leisure time for, 8
work-hour trends of, 34

European, U.S. circus vs., 456
EV. See enterprise value
EverQuest, 365
Everybody Loves Raymond, 202, 221
EVR. See Electronic Video Recording
excess reserves, 543
exhibitor-distributor, Internet impact by, 124
exhibitors. See movie industry, exhibitors
expected utility, 12

in entertainment industry, 12–13
recreation, entertainment demand and, 12–13
supply/demand factors and, 12–13

Eye of the Needle, 140

Fairchild Instrument, 369
Famous Players, 148
Fan Tan, 512

FASB Statement 34, cable industry and, 319
FASB Statement 48

music business and, 253
publishing industry future returns estimated

and, 351
FASB Statement 50, music business and, 253
FASB Statement 51

cable industry accounting and, 318
cable industry start-up expenses and, 318

FASB Statement 53
amortization tables and, 209
earnings reports and, 172
movie-television financial accounting and,

168
vs. SOP 00-2, 170
unamortized residuals and, 170

FASB Statement 63, 297
broadcasting industry and, 287

FASB Statement 142, movie-television financial
accounting and, 210

FASB task force, movie-television financial
accounting and, 200

Fast Break, 139
Fast Track, 260
FCC. See Federal Communications Commission
FCF. See free cash flow
Federal Baseball Club of Baltimore v. National

League, 427
Federal Communications Commission, 268
Federal Reserve Bank, funding sources of, 79
fiber-to-the-curb (FTTC), in cable industry, 310
Fiddler on the Roof, 469
film(s)

asset valuation in, 92, 99
bookers and, 121
exchanges and, 100
inventory sales and, 79
libraries of, 92–99
maximum theoretical revenue of, 125
negative costs of, 115
popularity differences in, 126
presentations in, 71
production tax credits in, 104
releases expenditures for, 115
revenue weekly prediction in, 136

Film Finances Inc., 145
film library transfers, 98
film making

economics of, 117
in movie industry, 73
technology in, 68

film rentals, 543
Filmtrax Copyright Holdings, 263
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Filmways Corporation, 211, 217
Finding Nemo, 212
Finding Neverland, 138
fin-syn rule

movie-television financial accounting
and, 203, 218, 223

television and, 223
First Sale Doctrine, 154
Fisher-Price, 358
5%-5%-10% package formulas, 138
The Flamingo Hotel, 409
Flashdance, 112
Flood v. Kuhn, 437
FM radio, 268, 543

in music industry, 255
in radio and television broadcasting, 268

FM Radio, in radio and television broadcasting,
268

foreign exchange, 543
Forrest Gump, 138
four-wall, 543–544
Fox Film Company, 67
Fox Network, 224, 294
Fox, William, 67
fractionalization proposals, and distributors, 131
fragmentation and proliferation, media entropy

and, 40–41
franchising, 544

in cable systems, 310–312
sports industry cost example in, 430

Frasier, 202, 220
fraud

casino management in, 406
movie-television financial accounting in, 206

free cash flow (FCF), in entertainment industry,
36

free reserves, 544
French film subsidies, 142
Friedman, Stephen, 139
Friends, 219–221, 297
FTTC. See fiber-to-the-curb

gambling industry
academic literature on, 408
casino game characteristics in, 397
econometric modeling in, 408
economics of, 406–408
estimated casino square footage in, 389
expected utility in, 407
game theory in, 407
gaming services demand in, 406
Internet gambling licenses in, 411
lottery ticket sales in, 388

marginal utility in, 408
market-efficiency theories in, 408
marketing limitations on, 412
movie industry vs., 409
Nevada, Atlantic City annual casino revenues,

383
Nevada percent win to drop in, 400
pass-line in, 413
production function in, 408
psychological roots of, 406
vs. sports industry, 424–425
St. Petersburg paradox in, 406
utility functions in, 406–407

gambling industry, Atlantic City, Nevada annual
casino revenues in vs., 383

gambling industry, Nevada
Atlantic City annual casino revenues vs., 383
percent win to drop in, 400

gambling industry games
baccarat, 508–509
Big Six Wheel, 511
bingo, 511
blackjack, 505–506
craps, 506–507
Fan Tan, 512
keno, 511
lottery, 513–514
Pai Gow, 512
Pan, 512
poker, 510–511
roulette, 508
Sic Bo, 512
slots, 509–510
tracks, 514
Trente-et-quarante, 512–513

Gambling Times, 398, 413
GameCube, 372
game shows, in broadcasting industry, 284
gaming industry, 380, 390

advertising in, 394
American lifestyle, 409
annual growth rate comparisons in, 390
betting-decision result probabilities in, 400
betting limits in, 398
bingo in, 389
business cycle fluctuations of, 392
casinos in, 382, 389, 400
charity games in, 410
colonial legislation laws and, 380
commissions in, 395
corporate ownership in, 382
Detroit and, 385
drop in, 399
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gaming industry (cont.)
duration of playing time in, 398
government regulation of, 394–396
growth potential of, 409
handle in, 399
history of, 379–380
hold in, 399
horse racing in, 385–388
illegal activities in, 392, 395
Indian gaming in, 410
Indian reservations and, 388–390
Internet impact on, 390
Johnson’s model in, 400–402
in Las Vegas, 382
Las Vegas vs. Atlantic City in, 392
law-enforcement in, 382
legalization of, 380, 390, 394–395
lotteries in, 388
markers in, 399
movie industry vs., 409
music industry vs., 409
in New Jersey, 383–385
operational levels of, 395
other wagering areas and, 388
peer-to-peer betting services in, 390
performance standards in, 399–402
policy dilemma in, 396
politics in, 394, 396
public involvement in, 383, 392
regulations in, 382, 395–396
riverboats and, 388
scrutiny in, 395
slots in, 400
sports betting, 398
state legislatures and, 389, 394
statistics of, 398, 400
terminology in, 399, 402
travel in, 389
utility function in, 408
wagering activities in, 390
Web-based gaming in, 390
win rate in, 399

gaming industry, Atlantic City, 383, 409
vs. Las Vegas, 385
vs. Nevada wins, 383

gaming industry, financials
EBITDA in, 396
enterprise value, 397
funding in, 388, 393–394
macroeconomics in, 390–393
money spent in, 409
vs. movie ticket sales, 390
operating profitability in, 398

operations in, 381, 385, 390, 396
performance of, 395
profitability in, 395, 397–398
revenues in, 381, 390, 392
ROI performances in, 400
state budgets and, 388
taxes, licensing fees in, 393
valuation in, 396–397

gaming industry, Nevada, 381–383
dollar volume market shares in, 403
win rate characteristics in, 400
wins in, 383

gaming industry, New Jersey, 383–385
Gaming & Wagering Business, 411
Gandhi, 138
Gannett, 349
gap financing in movies, 217
Garner, James, 204, 224–225
GDP. See gross domestic product
Geffen Records, 245, 260
GE/NBC Universal, 73
General Cinema Corp., 217
General Electric, 276
German tax law, film investors and, 141
Ghost, 154
GNP. See gross national product
Golden Eye, 366
The Golden Girls, 219
Goldmark, Peter, 151
Gone with the Wind, 209
Good Morning Vietnam, 142
Google, 290
Gosford Park, 138
The Graduate, 110
Grammer, Kelsey, 221
Grand Theft Auto III, 372
Granite Broadcasting, 293
Great Depression, 67

amusement park industry and, 478
Broadway prices during, 466
record sales and, 229
toy industry impact by, 362

Grokster, 260
vs. Metro-Goldwyn-Mayer, 152

gross domestic product (GDP), 23, 36–37,
544

gross national product (GNP), 23, 36, 544
gross ratings point (GRP), 544–545
gross rentals, 545
gross win, 545
Grupo Televisa of Mexico, 294
Gun Hill Road, 140
Gunsmoke, 218

© Cambridge University Press www.cambridge.org

Cambridge University Press
978-0-521-87485-4 - Entertainment Industry Economics: A Guide for Financial
Analysis, Seventh Edition
Harold L. Vogel
Index
More information

http://www.cambridge.org/0521874858
http://www.cambridge.org
http://www.cambridge.org


Index 599

Hacker, Philip, 214
handle, 545
Handleman, 260
HarperCollins, 349
Harrah’s Entertainment, 412
Harris, Witt Thomas, 219
Harry Fox Agency, 239
Harry Potter and the Sorcerer’s Stone, 150, 209
Harry Potter, toy rights for, 156
Hasbro, 358
HBO (Home Box Office), 100, 102, 111,

305–306, 313, 325
competition of, 102

HBO Home Video, 219
HDTV. See high-definition television
head end, 545
hedge funds. See German tax law; private equity
Hello, Dolly, 469
Herfindahl-Hirschman index (HHI), 24, 36
Hero at Large, 139
HFC. See hybrid fiber and coax
HHI. See Herfindahl-Hirschman index
Higginson, Henry, 456
high-definition television (HDTV), 292–293

in radio and television broadcasting, 274
highly leveraged transactions, in broadcasting

industry economics, 298
high-speed broadband, Internet impact by, 118
Hogan, Paul, 140
hold, 545
holdover figure, 545
Holiday, 213
Hollywood Park, 412
The Hollywood Reporter, 140

clearance agreements with, 148
history updates in, 145

Home Alone, 107
homes using television, 545
home video distribution, studio profit in, 185
home video games

coin-op vs., 365–366
toy industry and, 364–365

home video industry, 71, 90
displays availability in, 71
division pricing in, 129
DVDs vs., 130
independent filmmakers distribution rights in,

155
marketing strategies in, 127
merchandising and, 127–132
in music business, 246
pay-per-view vs., 132
prints and advertising in, 155

rental market vs. Digital VOD in, 155
sales in, 127, 129, 131
video trends in, 129

horse racing
annual gross revenues of, 385
in gaming industry, 385–388
history of, 385

hours worked. See also workweek
U.S. vs. other countries, 6–9

Houston, Whitney, 262
Hughes, Howard, 382
Hungary, movie industry filming incentives in,

142
hybrid fiber and coax, in cable industry, 310

IATSE. See International Alliance of Theatrical
and Stage Employees

IFPI. See International Federation of the
Phonographic Industry

IGRA. See Indian Gaming Regulatory Act
IM International AG, 142
income

demand in entertainment industry financials,
19

disposable personal, 21
exponentiality media law and, 41
vs. leisure time, 11–12
in movie industry, 91, 133
movie-television financial accounting,

flow-of-income approach and, 168
in music industry, 232, 235
national, 549
operating, 550
performing arts elasticities and, 464
personal, 551
television-programming accounting and

stream licensing, 203
income effect, 545–546
incremental unit production cost, sunk cost vs.,

18
Independence Day, 138
independent filmmakers, 73, 79, 131
independent producers, 68, 74, 90, 117, 212
Indiana Jones, opening-week receipts from, 150
Indian gaming, 410
Indian Gaming Regulatory Act (IGRA), 389,

410
indifference curves, 35, 546
Industrial Revolution

leisure time since, 5–6
in sports industry, 421

inelastic demand (inelasticity), 546
inflation, 546
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inflation rate, entertainment industry CPI vs., 28
Ingram, 349
input-output tables, in entertainment industry,

47
intellectual property rights service organization,

studio as, 138
intellectual property rights threats, to music

business, 260
interest rates, 546

broadcasting industry impact on, 287–288
movie industry in, 77, 95–98, 99
vs. movie production starts, 77
publishing industry impact by, 342

International Alliance of Theatrical and Stage
Employees (IATSE), 117, 463

International Creative Management, Inc. (ICM),
108, 139

International Federation of the Phonographic
Industry (IFPI), 248, 254

International Film Channel, 74
International Film Guarantors, 145
International Game Technology, 412
Internet, 119

accounting controversies and, 45
advertising on, 45, 54
as agent of change, 44–45
broadband over power line (BPL) and,

322
broadcasting on, 290
business models impact on, 50
cable companies’ impact by, 322
content vs. distribution, 50
cyberlabels in, 247
distribution and, 44, 50, 54, 132, 137, 190
distribution rights’ impact on, 190
downloads vs. video distribution, 155
entertainment industry impact by, 42–46,

497
exhibitor-distributor impact on, 124
film distribution formulas for, 190
gambling licenses on, 411
gaming industry impact by, 390
high-speed broadband impact on, 118
historical milestones in, 44
household location and, 45
long-tail distribution effect of, 137
mobility trend impact by, 118
movie industry and, 208
music business and, 53–54, 230, 245,

247, 261
NSF and, 52
PCEs in, 44
price per view in, 92

programming on, 92
publishing industry and, 54, 341, 345
radio and television broadcasting impact on,

270
radio broadcasting on, 256
releasing strategies on, 247
self-produced content and, 44
stock capitalization of, 55
subscription based content on, 45
technology in, 92
television viewing impact by, 53
toy industry impact by, 365
unregulated aspect of, 44
valuation and, 45–46, 55
video-on-demand over, 53
wagering over, 54
webcasting on, 54

Internet click-through, vs. hit on, 54
Internet-distributed music, 247
Internet portals, and broadcasting industry,

290
Internet Protocol (IP), 322, 331

in cable television, 306
telephony and, 322

Internet-related companies, accounting
controversies of, 55

Internet reviews, as box-office forecasting tool,
158

Internet stocks
capitalization of, 55
valuations of, 55

Interstate Wire Act, 411
inventory, 546
inventory-to-sales figures, for movie industry, 80
I/O. See input-output tables
IP. See Internet Protocol
iPod, as portable digital devices, 230
iPods, in broadcasting industry, 290, 299
iPod video, 255
IRS allowance, in sports industry, 429
iTunes online Music Store, 247, 255

Jackson, Michael, 262
Jagged Little Pill, 258
Japan, 144
Jaws, 107, 132, 144, 149
Jeopardy!, 220
JFK, 216
Johnson’s model, in gaming industry, 400–402
Jones, Tommy Lee, 213
Josephson International, 139
J.P. Morgan Hemisphere Film Partners, 140
junk bonds, 114
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Jurassic Park, 150, 209
license profits in, 132

Justice Department, 68
J. Walter Thompson, 57

Kapusinski, Albert, 101
Katz TV Group, 219
Kawai Instrument Manufacturing, 255
Kazaa, 260
keno, 511
kinetoscopes, 66
King, Graham, 138
Kings Road Entertainment, 140
Kings Road Productions, 139
Kirch, Leo, 210
Kiss of the Spider Woman, 143
Knight, Frank, 12
Knots Landing, 218–219
Korn, 263

labor force, 546
labor unions

Alliance of Motion Picture & Television
Producers strike and, 145

below-the-line costs guidelines for, 117
music business guild in, 240–241
music business influence by, 240
in performing arts compensation guidelines

for, 117
in performing arts contract stipulations in, 462
in performing arts featherbedding of, 146
in performing arts territories of, 117
sports industry and, 67, 117, 427–428

Laemmle, Carl, 67
Last Action Hero, 216
Las Vegas, 409

casino management revenues in, 403
as citywide gaming theme park, 385
gaming industry in, 382

Las Vegas vs. Atlantic City, gaming industry in,
392

Law and Order: Criminal Intent, 221
Law of Connectivity, 41–42
LBE. See location-based entertainment
LBOs. See leveraged buyouts
Leeper, Robert, 204
Legendary Pictures, 140
The Legend of Zelda, 366, 370
Lego blocks, 360
Lego Group, 358
legs, 546
leisure time activities

age groups and, 13

apportionment of, 9
demand for, 12
in entertainment industry, 493
for Europeans, 8
expansion of, 5–9, 493
hours available for, 33
income vs., 11–12
PCEs for, 8, 20
play/recreation vs., 33
recreation, entertainment vs., 33
since Industrial Revolution, 5–6
social class and, 4
supply/demand for, 5, 10–12
in U.S., 6–7, 402, 407
wage-rate changes and, 12
vs. work, 3–4

Leno, Jay, 297
Les Misérables, 469
Les Télé-Diffuseurs Associes, 294
leveraged buyouts (LBOs), in broadcasting

industry economics, 288
liabilities, 547
Licensing Letter, 156
licensing, toy manufacturing company, 132
Lieberman Enterprises, 260
The Lion King, 39, 132, 470
Lion King 1 1/2, 155
Lionsgate, 73–74
Listen.com, 261
Literary Property Agreement (LPA), 107
Little Darlings, 139
The Loan Ranger, 221
local marketing agreement (LMA), 547
Local Multipoint Distribution (LMDS), 329

cable competition and, 321
location-based entertainment (LBE), in

amusement park industry, 479, 488
Loew, Marcus, 67
London, entertainment industry in, 245
Lord of the Rings, 223
The Lord of the Rings: Return of the King, 150
Lorimar-Telepictures, 104, 210
Los Angeles Times, 220, 223, 259
The Lost World: Jurassic Park, 150, 209
lottery, 513–514

British, 142
as fundraising mechanism, 388
gambling industry ticket sales in, 388
in gaming industry, 388
interest growth in, 388
Rome to Roman, 388
state budgets and, 388
U.S. history of, 388
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Louis Harris and Associates, Inc., 14
The Love Boat, 219
low-power VHF television stations (LPTV), 291
LPA. See Literary Property Agreement
LPTV. See low-power VHF television stations

macroeconomics, 547
in broadcasting industry, 281
in entertainment industry financials, 24, 65–66
in gaming industry, 390–393

Madden, 372
Madonna, 262
magazine/periodicals. See also publishing

industry, magazine/periodicals
Magnavox, 363
Magnum, P.I., 221
major-league baseball (NL, AL), 421

final offer arbitration in, 439
operating structures in, 426

Major League Baseball Players Association, 439
major studios, mergers-restructuring and, 73
make-good, 547
Mandalay Resort Group, 402
Manhattan, in performing arts, 245
March Internationale des Programmes de

Télèvision, 157
Marcus Corp., 72
marginal cost (MC)

defined, 547
in entertainment industry, 16
in movie-television financial accounting, 208
in network industry, 42

marginal rate of substitution (MRS), 35
marginal revenue (MR), 547

in entertainment industry, 16
in movie industry, financials, 118

marginal revenue products (MRPs), in sports
economics, 433

marginal utility (MU), 35
in gambling industry, 408

margins, 548
MarketCast, 147, 150
marketing

casino management, 402, 404
entertainment industry product expenditures

on, 494
gambling industry limitations on, 412
home video industry strategies in, 127
performing arts video campaign strategies in,

129
television spending on, 132

marketing, movie industry, 106, 117
budgets for, 126
campaigns in, 71

costs in, 131–133
dichotomization in, 90
foreign opportunities in, 101
movie perception in, 133
research departments in, 123
segmentation vs. price-discrimination in, 118
segments in, 73
sequencing and, 118
share factors in, 81
strategies of, 123–124

marketing, music business, 244–245
costs in, 244
licensing in, 241
merchandising aids in, 244

market share, 548
market-value added (MVA), 330
Marshall, Alfred, 12
Marvel Enterprises, 156
MASH, 221, 297
massively multiplayer online games (MMOGs),

365, 366
The Matrix, 71
Mattel, 358
Mattel/General Instruments Playcable, 326
MC. See marginal cost
MCA Universal, 94

domestic theatrical rights of, 140
McClanahan v. Arizona Tax Commission (1973),

410
McGraw Hill, 349
McLuhan, Marshall, 39, 50, 267
mechanical rights, 548
mechanical royalties, 239
media entertainment, structural categories of, 24
media laws

closure in, 40
in entertainment industry, 39–41
entropy/fragmentation in, 40–41
exponentiality in, 41
extension in, 40
retrieval in, 40
reversal in, 51
spread in, 41

Melrose Investors, 140
Men in Black II, 212
Mercata Internazionale del Cinema e della

Televisione (MIFED), 156
merchandising, franchised pictures in, 132
Mercury/Island, 245, 255
Messersmith Decision, 427
Metcalfe, Robert, 41, 51
Metro-Goldwyn-Mayer Inc. (MGM), 67, 104,

211, 213, 255
vs. Grokster, 152
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Metromedia, 276
Metropolitan Opera Company, 456–457
MGM. See Metro-Goldwyn-Mayer Inc.
MGM Mirage, 402, 412
Miami Vice, 221
Mickey Mouse, amusement park industry

and, 477
microeconomics, 548

in broadcasting industry, 281–283
of goods and services, 16
movie industry financials and

television-related, 66
radio, television broadcasting, 273

Microsoft, 330
Microsoft Network (MSN), 290
MIDI (musical-instrument digital interface ),

255
MIFED. See Mercata Internazionale del Cinema

e della Televisione
Million Dollar Baby, 138
MIP. See March Internationale des Programmes

de Télèvision
Mirage Resorts, 402
Mission: Impossible, 209
Mission Impossible: III, 213
Missile Command, 370
MLB reserve clause, 427
MMDS. See multi-manual multipoint

distribution of signals
MMOGs. See massively multiplayer online

games
mobility trend, Internet impact on, 118
model, 548
modern portfolio theory, 548
Monopoly, 360
monopoly, 548
monopsony, 548
Moonlighting, 222
Morgan, J. P., 456

Hemisphere Film Partners, 140
Morpheus, 260
Morris, William, 138
Mortal Combat, 40
Mosaic program, 52
Motion Picture Association of America

(MPAA), 81, 89, 114, 158
Motion Picture Bond Company, 145
Motion Picture Experts Group (MPEG),

548–549
Motown, 245
MovieBeam VOD, 155, 330
movie budget

below-the-line costs of, 117
financing requirements of, 117

The Movie Channel (TMC), 102, 306, 325
movie distribution

control in, 137, 208
fractionalization rights of, 113
genre behavior in, 136
pipeline shrinkage of, 119
rights of, 140
sequencing of, 118
technologies in, 119
to television, 135

movie distributor, producer
blocked currency remittances and, 208
cross-collateralization deals and, 208
foreign based remittance sources and, 208
foreign sales companies and, 208
foreign taxes and, 208
independent foreign distribution and, 208
movie-television financial accounting and,

207–208
movie distributors, 71

brand-name identification with, 81
fractionalization proposals for, 131
product screening for, 123
revenues from, 119
sell-through strategies of, 154
theater site negotiations with, 119

movie genres, distributed behavior of, 136
movie-going

costs in, 76
decisions in, 77

movie industry. See also studios
admissions in, 72, 74, 148
advertiser-supported programming and, 92
aggregate booking contracts of, 121
aggregate industry performance, 90
aggregate settlement in, 148
aggregates of, 81–86, 88
American Film Market and, 156
ancillary market in, 88, 90–91
ancillary-market revenue growth in, 133
antitrust litigation threats in, 103
Article 20 controversy of, 146
attendance in, 126, 127
in Australia, 104
bicycling in, 222
bidding in, 123, 148
block-booking in, 68, 124
booking strategies of, 148
buyout attempts in, 94
cable impact on, 71
cable wholesalers-film producers of, 103
as capitalistic, 137
Classification and Ratings Administration

and, 149
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movie industry. See also studios (cont.)
clearinghouse concept of, 138
collateral factors in, 78–81
collections-contracts in, 98
combination deals in, 109–110
common stock in, 108–109
comparability in, 187
competition effect of, 126
completion guarantors and, 116
completion risks in, 106
composite of, 73
consent decree in, 68, 72, 99, 223
constraints in, 95
contracyclical characteristics of, 74
corporate cross-ownership of, 92
creative work in, 108
cultural discount in, 86
depression-resistant performance in, 74
diminishing drive-in screens in, 124
direct-to-video features in, 132
distributor-exhibitors in, 117–121, 123–124,

127
domestic business behavior in, 127
domestic theatrical rights in, 140
downside risks of, 91
DVDs in, 118, 127, 145
efficiencies of scale and, 114
electronic/optic distribution and, 137
electronic video recording in, 151
as entrepreneurial, 137
entry barriers to, 208
European full-time cinemas in, 66
evergreen titles in, 130
evolutionary elements in, 68–74
exhibition in, 72, 124–127
fad similarity in, 137
feature films in, 86, 88
first-play rights of, 119
forces in, 68
four-wall contracts with, 121
fractionalization and, 143
fragmented organizational structure of, 88
game theory of, 148
gaming industry vs., 409
global film industry segments in, 66
hardships of, 124
history of, 66, 103
holdover clause in, 122
home market effect in, 102
Hungarian filming incentives in, 142
independent filmmakers and, 73, 79, 131
independent producers in, 68, 74, 90, 117, 212
innovations in, 71

installed base in, 127
Internet impact on, 190, 208
Japan during late 1980s, 144
joint-venture arrangements in, 92
labor unions and, 67, 117
lead time in, 79
leasehold improvements in, 187
lease terms in, 122
legislative statutes in, 123
lenders and, 108
lesser-known actors’ profitability in, 157
library transfers in, 98–99
library values in, 94
limited partnerships and, 108, 110
made-for-television productions vs., 147
major-event movie demand in, 76
major studio feature titles in, 94
media-event films in, 90
mini distribution organizations and, 74
in modern era, 68
monopolization attempts in, 66
multiple-picture licensing and, 124
new media review sources in, 114
North America screens in, 125
occupancy rate and, 126
offering prospectus in, 108
older movies demand in, 94
oligopolistic production/distribution/financing

organizations in, 71
on-screen advertising in, 122
operational structure in, 66
option agreement and, 107
option contracts in, 136
organizational structure of, 136
partnerships in, 109, 111
patent infringement suits in, 66
pay-per-view and, 103, 146
pecking orders in, 72
per capita admissions trends in, 127
performance, 80, 88, 90, 106, 133
pickups in, 190
picture supply of, 119
platforming and, 125
pornographic video entertainment in, 151
portfolio theory in, 136
presales of rights in, 90, 110
presale strategies in, 91
primary-secondary markets of, 88–92
producer-distributors in, 67
product-splitting in, 124
program distribution in, 71
public-good/joint consumption attributes

in, 86
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publishing industry vs., 156
quasi-public offerings in, 111
recessionary episodes in, 74
releases/inventories for, 79–81
rentals percentages in, 120–127
rental viewer response in, 127
residuals in, 117
retail exhibition in, 72
rights-ownership splits in, 98
risks in, 106
saturation release in, 123
screen availability comparisons in, 86
screenplays in, 106
seasonal demand patterns in, 75
seasonal high periods in, 123
SEC 10-K filings in, 142
second-best alternative principle in,

118
Section 48K-pre-1986 IRS code in, 141
sequencing in, 117–119, 132
service organizations and, 68
service-partnership form in, 111
signal distribution technology in, 71
simultaneous releases in, 124
single theater vs. theater chains in, 125
sliding scale agreements with, 121
smaller production companies and, 73
social temperament of, 94
sources in, 108
states-righters in, 74
statistics in, 82
storage method in, 137
supply changes in, 79
talent guilds in, 67
target audiences in, 119
technology and, 66, 68–71, 88, 94, 137
television impact on, 71, 123

movie industry, agents, 107–108, 139
alternative compensation and, 138
clients represented by, 139
syndication revenues tied to, 138
talent managers vs., 139

movie industry, box-office
box-office forecasting tool, Internet reviews

as, 158
domination of, 125
gross in, 128
performance in, 136
receipts in, 122, 157, 177, 189, 537
receipts in, flow chart for, 189
receipts vs. rental dollars in, 131
receipts vs. video unit sales in, 131
video revenues and, 154

movie industry, Canadian, 104, 191
clearance agreements in, 148
revenues in, 72
vs. U.S. markets, 72, 148, 191

movie industry, exhibitors
annual gross aggregate in, 126
concession profits in, 122
contract floor clauses in, 127
profit source in, 122
sequencing threats in, 119
storage complains in, 127

movie industry, financials
above-the-line costs in, 116
accounting in, 66, 113
ancillary-market cash flow of, 90
asset valuations in, 66
average screen gross of, 126
below-the-line costs in, 116
budget categories behavior in, 136
capital as long-term force in, 71–72
capital invested returns in, 111
capped profit margins of, 91
cash flow pressures in, 110
China production totals in, 86
completion-bond guarantees and, 144
completion-bond insurance and, 116
costs in, 114
cost vs. revenue growth, 133
CPI and, 76
credit and, 77, 79
debt-equity financing in, 112
distributing costs in, 88
dollar exchange rate in, 81
DVD vs. video marketing costs in,

129–130
economics in, 133
economies of scope in, 103
economy growth rates vs., 99
exchange-rate effects in, 81–86
fee splits, deferments in, 178
film making economics of, 67
financing in, 107–108
fiscal sloppiness in, 114
floor payment in, 122
French film subsidies in, 142
fund investors in, 109
fundraising in, 107
gap financing in, 217
hegde funds in, 140
hourly viewing costs in, 88
income cost in, 133
income structure of, 91
inflation rates in, 95–98
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movie industry, financials (cont.)
interest rates in, 77, 95–98, 99
international distribution-sales rights

in, 102
inventory-to-sales for, 80
investment tax credits in, 110, 141
investors and, 108–109
Japanese credit conditions in, 144
junk-bond financing in, 114
license fees in, 98
limited recourse/nonrecourse loans in, 110
low budget profitability, 157
lower margin trends in, 133
LPA and, 107
major retailer revenue sharing in, 130
major studio real estate assets in, 99
marginal-revenue contribution in, 118
mezzanine investors in, 114
MPAA gross profit data in, 158
MPAA-member revenues in, 89
net present value in, 95, 149
off-balance sheet projects and, 80
operating profits in, 79
out-of-pocket costs in, 103
outside investors risks in, 133
passive losses in, 111
pension plans for, 113
per person revenue in, 88
pools of capital in, 68
private equity in, 113–114, 140
production loans in, 113
product pricing control in, 137
profitability in, 81, 88, 90–91, 133–135
profitability vs. reviews, 157
profit data analysis in, 133
revenue in, 90, 134, 209
stock takeovers in, 114–115
substitutional cash flow in, 90
sunk-cost nature in, 136
tax benefits and, 109–111, 143
tax-law adjustments of 1976 and, 110
television-related microeconomics

in, 66
movie industry, foreign

China, 86
currency rates in, 81
Europe, 66, 456
French film subsidies, 142
Hungary, 142
Japan, 144
rights in, 91
sales in, 222
syndication of, 224

movie industry, partnerships. See also German
tax laws; private equity

financing of, 112
outside U.S., 111

movie industry, real estate, 99
assets and, 99
transactions in, 124, 187

MovieLink, 53, 155
movie making, entrepreneurial nature of, 65
movie merchandising, 132

franchised pictures in, 132
movie production

budgets in, 115
distribution and, 73
rates in, 71
release costs in, 90
space demand in, 104
starts vs. borrowed reserves in, 77
starts vs. capital in, 77
starts vs. interest rates, 77
startup phase in, 110

movies-of-the-week (MOW), in
movie-television financial accounting, 202

movie-television, ancillary market
deals in, 189
license availability in, 166
license backlog in, 167
revenue recognition in, 166
revenues in, 194

movie-television, distributor-exhibitor
computations in, 186–187
concession sales in, 186–187
settlements in, 207

movie-television, distributors
charges in, 188
deals, expenses in, 187–190
fees in, 187
profit of, 187

movie-television exhibitors, operating
expenses/revenues in, 203

movie-television financial accounting, 178
accrual vs. cash accounting in, 210
adjusted gross in, 182
advances-against-gross in, 216
advertising in, 171, 186–187, 214
applied purchase-method in, 211
barter syndication and, 200
break-even in, 182–184, 217
broadcast syndication in, 222
business ethics and, 205
cable network syndication in, 222
cash break-even vs. first-dollar gross in, 213
cash flow considerations in, 174
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completion bond companies in, 217
concessions sales in, 186
contingent compensation in, 214
contracts in, 164–165
contractual analysis of, 184
coproduction-distribution in, 181
cost off-the-top deals in, 212
cost recovery in, 192
deduction sequencing in, 184
deficit financing in, 218
disputes in, 205
distribution arrangements for, 181
distributor-producer problems in, 207–208
DVD royalty contribution in, 214
exploitation costs in, 172–173
FASB Statement 34 and, 170
FASB Statement 53 and, 168, 171–172
FASB Statement 142 and, 210
FASB task force and, 200
FCC and, 223
film cost assets in, 174
financial vs. accounting statements of, 175
financing options in, 175
fin-syn rule in, 203, 218, 223
first-dollar growth modified by, 214
float manipulation in, 206
flow-of-income approach in, 168
foreign markets licensing in, 197
foreign receipts in, 224
fraud in, 206
gap financing in, 217
goodwill in, 210
gross after break-even in, 182
home video participation in, 185–186
home video revenues, 216
independent financing in, 190
independent producer deals with, 212
individual-film-forecast-computation method

in, 168, 188
industry consolidation in, 209
interest costs capitalization in, 170
interest expense, other costs in, 170–171
international sales in, 218
Internet distribution rights’ impact on, 190
inventory amortization and, 168, 170–171
inventory classification and, 167–168
investment tax credits in, 218
of made-for-television movies, 202
mergers, acquisitions in, 175
movies-of-the-week in, 202
negative pickup in, 212
net deal vs. gross deal in, 189
network option clauses in, 197

new media sources in, 209
participation deals in, 178–186
participation deals vs. first-dollar gross

in, 182
pickups in, 181
pilot cost in, 218
Prime Time Access Rules and, 223
principles of, 165–166
private fund financing in, 212
proceeds vs. net profits in, 214
producer’s participation in, 185
production costs in, 184, 190–191, 200–203
production-financing-distribution in, 175
profit-and-loss statements of, 175
profits vs. capital costs in, 178
programming accounting in, 194–205
programming licensing in, 194–196
program production, distribution in, 196–205
ratio benchmarks for, 191
real estate transaction profits in, 217
rentals in, 186
rent-a-system deals in, 212
reporting requirements for, 172
revenue in, 166–167, 177, 224
revenue-profit participation in, 180
revenue stream allocations in, 176
rolling break-even in, 183
series renewal in, 218
settlement practices in, 225
SOP 00-2 in, 170, 209–210
Statement of Position 00-2 in, 170, 172–175,

209–210
studio overhead in, 190–191
sunk costs in, 208
syndication revenues in, 172–174, 223
talent participation, breakdown and, 181
television-license fees in, 195
ticket-pricing policies and, 206
timing troubles in, 203–205
unamortized residuals in, 170
unscrupulous practices in, 207
U.S. vs. Canada distribution fees in, 191
valuations in, 175
variable, marginal costs in, 208
video-to-gross ratio in, 216
weighed average costs of debt and equity in,

188
movie theaters

admissions, 89
attendance determinants of, 101
bid letters and, 119
chains of, 72, 88
quality of, 125
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movie tickets
vs. gaming industry, 390
PCE spending for, 28

MOW. See movies-of-the-week
MPAA. See Motion Picture Association of

America
MPEG. See Motion Picture Experts Group
MR. See marginal revenue
Mr. Potato Head, 360
MRPs. See marginal revenue products
MRS. See marginal rate of substitution
MSOs. See multiple system operators
MTV. See Music Television
MU. See marginal utility
multi-channel multipoint distribution of signals

(MMDS), as cable competition, 321
multimedia, 549
multiple system operators (MSOs), 306, 310,

312–314, 549
cable industry and, 305

multiplex theater chains, 68, 72–73
screen conversions in, 125

Murder She Wrote, 221
Murphy, A. D., 137, 217
Museum of Contemporary Art (MCA), 245
Musical Theatre International, 467
music industry, 232–235

all-in deals in, 243
artist-and-repertoire in, 242
artists’ perspective in, 247–251
Billboard data in, 262
blanket license in, 256
business-model phase transitions in, 232
cellphone ringtones and, 263
composing, publishing, managing in, 237–238
concerts, theaters in, 241
controlled composition clause in, 250, 262
Copyright Arbitration Royalty Panel in, 256
copyright in, 239–240
Copyright Statute and, 251
cut outs in, 246
deals structure in, 242
digital-only releases in, 261
domestic unit-sale certifications in, 258
early-to-late 90s, 230
file-swapping software in, 230
FM radio and, 255
foreign interests in, 254
gaming industry vs., 409
GDP and, 237
gramophone and, 229
growth of, 228
guild, unions of, 240–241
history of, 229–232, 235

holdback in, 250
home video industry in, 246
independent labels in, 242–243
individual producers in, 242
intellectual property rights and, 240, 260
intelligence-gathering sources in, 245
Internet-distributed music in, 247
Internet impact on, 53–54, 230, 245, 247, 261
inventory risk in, 235
legislative changes in, 238
major distributors of, 245
mechanical royalties in, 239
mid-to-late 60s, 230
mid-to-late 70s, 230
mid-to-late 80s, 230
MTV emergence in, 235
musical property in, 237
musicians strike and, 229
one-stops in, 245
performance service model vs. product

service model in, 232
performing-arts organizations in, 241
phonograph and, 229
piracy in, 230
play lists and, 244
production agreements in, 241–243
promotional bribery and, 244
promotional efforts in, 244
publishing deals in, 251
rack jobber in, 245–246
radio commercials in, 239
recessionary episodes in, 232
record clubs in, 245
recoupment terms in, 249
retailers in, 235
return policies of, 235
rights in, 238
secondary merchandise in, 246
second tier distribution in, 245
service distribution phase in, 232
since WW II, 232–234
singles importance in, 262
size, structure in, 232–237
talent deals in, 243
talking machine and, 229
technology in, 230, 254
trackers and, 244
transcription licenses in, 239
union influence on, 240
unproven new artists and, 235
during WW II, 229

music industry, financials
artist royalties and, 250
artist’s financial perspective in, 249–250
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asset valuation in, 253–254
budgets, costs in, 235
capital commitment in, 245
cassette vs. CD royalties in, 250
economic trends in, 232
FASB Statement 48 and, 253
FASB Statement 50 and, 253
fee collection in, 238
financing in, 242, 247
first-sale rights in, 240
income flow in, 232, 235
instrument sales in, 264
international sales in, 237
net publisher’s share in, 254
payola in, 244, 259
pay or play clauses in, 249
performance royalties and, 238
pricing in, 245–247
production costs in, 243
record buying group in, 255
record-industry profitability and, 243
return-reserves accounting policies in, 252
revenue in, 232, 235, 252
sales in, 230
synchronization fees in, 239
wholesale published dealer’s price

in, 239
music industry, global

distribution scene and, 235–237
GDP per capita in, 237
market in, 237
per capital unit sales in, 237
recorded music scene in, 235
revenues of, 228

music industry record companies, 244,
262–263

artists in, 251
music industry, recordings

agreements for, 249
contracts in, 251
demand for, 232
music trends in, 235

music industry, records
contracts in, 251–252
making, marketing in, 241–243
masters in, 254

music industry, royalties, 239, 243,
248–249

artists and, 241
bidding in, 243
guarantees in, 235
rates in, 238, 243, 250
streams in, 238–240

MusicNet, 261

Music Television (MTV), 255
MVA. See market-value added
My Big Fat Greek Wedding, 138, 216

NAB. See National Association of Broadcasters
Napster, 260
National Association of Broadcasters (NAB),

279, 284
National Association of Concessionaires, 217
National Association of Television Program

Executives, 156
National Basketball Association (NBA)

operating structures in, 426
revenue-sharing agreement in, 439
in sports industry, 421
in sports industry, franchises, 434

National Broadcasting Company. See NBC
National Cable Television Association (NCTA),

328
National Collegiate Athletic Association

(NCAA), 434
National Endowment for the Arts (NEA), 241,

458
National Football League (NFL), 425, 435

limited free agency in, 439
negotiated rights fees in, 437
operating structures in, 426
salary cap rule in, 435
in sports industry, 421, 425–426

National Gambling Impact Study Commission
Report (1999), 411

National Hockey League (NHL), 421
national income, 549
National Income and Product Accounting

(NIPA), 10
National Indian Gaming Commission (NIGC),

410
National Music Publishers Association, 239
National Research Group, 147
National Science Foundation, 52

Internet and, 52
National Semiconductor, 369
national spot rates, in television advertising,

281
NBA. See National Basketball Association

(NBA)
NBC (National Broadcasting Company), 198,

268, 275, 297
NCAA. See National Collegiate Athletic

Association
NCTA. See National Cable Television

Association
NEA. See National Endowment for the Arts
Near National Group, 145

© Cambridge University Press www.cambridge.org

Cambridge University Press
978-0-521-87485-4 - Entertainment Industry Economics: A Guide for Financial
Analysis, Seventh Edition
Harold L. Vogel
Index
More information

http://www.cambridge.org/0521874858
http://www.cambridge.org
http://www.cambridge.org


610 Index

negative costs, 549
amortization, 534

negative pickup
movie-television, 212
PFD, 175, 177

negotiated deal, 549
Netflix, Inc., 151, 155
net present value (NPV), in entertainment

economics, 30
net profits (contractual), 549
net publisher’s share (NPS), in music business,

254
network industry

cable distribution services in, 310
cable industry top 10, 306
competitive equilibrium in, 42
cost per rating point in, 272
CPM index trends in, 272
entertainment and, 41–42
marginal costs in, 42
movie-television financial accounting cable

network syndication in, 222
movie-television financial accounting option

clauses in, 197
radio and television broadcasting affiliation

in, 274–276
sports industry license fees in, 436
sports industry money in, 425
sunk cost in, 42

net working capital, 555
Nevada Gaming Commission, 395

Regulations [number 6.040(5)], 405
New Jersey Gaming Commission, 395
New Line Cinema, 73
Newmarket, 74
News Corp, 350
newspapers. See also publishing industry,

newspapers
New York City Opera, 457
New York Dramatists Guild, 240
New York Limited Liability Company Law,

470
New York, performing arts industry in, 67
New York Philharmonic, 456
New York Racing Association, 395
New York State Racing and Wagering Board,

395
The New York Times, 211, 220, 259, 261,

349
New York Yankees, 440
NFL. See National Football League
NHL. See National Hockey League
Nicholson, Jack, 215

Nielsen rating, 270
Nielsen’s NetRatings, 54
Nielsen station index (NSI), 549

in radio and television broadcasting, 271
Nielsen television index (NTI), in radio and

television broadcasting, 271
NIGC. See National Indian Gaming Commission
Nintendo, 364, 366, 370
NIPA. See National Income and Product

Accounting
Noel, 147
non borrowed reserves, 549
NPS. See net publisher’s share
NPV. See Net Present Value
NSI. See Nielsen station index
NTI. See Nielsen television index
NTSC (National Television Systems

Committee), 292
N. W. Ayer & Son, 57
NYPD Blue, 223

O’Brien, Conan, 297
Office of Technology Assessment, 257
OIBDA. See Operating Income before

Depreciation and Amortization
Oklahoma!, 468
oligopoly, 549–550
On the Waterfront, 138
ON-TV, 329
opera

in commercial theater, 456–457
economic problems in, 457
history of, 456–457
major companies in, 457
in U.S., 456–457

operating income, 550
Operating Income before Depreciation and

Amortization (OIBDA), 24
operations

of amusement park industry, 90, 479–482, 484
of cable industry, 309–310
football vs. baseball, 426
football vs. basketball, 426
of magazine periodicals, 345
movie industry in, 66
of performing arts, 461–463
publishing industry in, 336–339
of sports industry, 425–428

opportunity costs, 550
The Oprah Winfrey Show, 220
orchestras

in commercial theater, 456
history of, 456
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Orion Pictures, 211
OTX Research, 147
output deal, 550
outstandings, 550
overage, 550
Ozzie & Harriet, 219

p&a. See prints and advertising
Pac-Man, 363, 370
Pai Gow, 512
Pan, 512
Paramount, 67–68, 73, 210, 214

sell-through decisions of, 154
paretian optimum, 550
Pareto Power laws, 133
partnership, 550
Patents Company, 67
payola, in music industry, financials, 244,

259
pay-per-view (PPV), 320, 550

cable industry in, 124, 305, 312,
320, 329

home video vs., 132
television growth in, 132
video chain retailers vs., 132

pay-TV, 551
PBS (Public Broadcasting Service), 280,

296
PCEs. See personal consumption expenditures
P/E. See price-to-earnings ratio
Penguin, 349
per capita spending

in entertainment advertising, 49
in toy industry, 361

performing arts, 94
categories of, 450
commercial theater and, 450–456
community theater musical rights in, 467
contingent valuation methods in, 468
creative processes in, 449
cultural capital in, 464
economics of, 457–459, 463–465
elasticities and, 464
externalities in, 465
financial constraints in, 449
financing for, 457–460
fixed operational costs in, 462
going-out costs in, 450
government funding in, 449, 458
investors in, 460
labor union contract stipulations in, 462
live-performance audience in, 450
live-performance ticket prices in, 457

milestones in, 450
musical vs. movie characteristics in,

452
NEA financial support of, 458
nonprofit organizations in, 449
offerings in, 449–457
on/off Broadway in, 450–456
operating characteristics in, 461–463
organizational features in, 463–464
participation in, 459–463
performance productivity of, 457
price discrimination in, 471
private-funding grants in, 449, 468
production costs in, 460
production financing in, 459–463
productivity and, 457, 465
regular contributions to, 458
rising costs of, 449
selected U.S. data in, 450
support of, 468
tax benefits in, 459
technological progress in, 468
theatrical admissions in, 86
theatrical bidding in, 147
theatrical source revenues in, 92
theoretical capacity and, 126
theoretical foundation of, 135–137
ticket demand cycles in, 75, 101
ticket prices in, 76, 467–468
ticket prices vs. ticket supply in, 133
ticket sale price elasticity in, 76
time-decay in, 94
trade effects on, 86–88
trends in, 450
unsolicited manuscripts and, 107
utilization rates in, 94–95
vertical integration of, 67
VHS vs. videocassette recorder, 151
Western film factories in, 67
windowing strategies of, 147
work-restriction rules of, 146

performing arts audiences, 449–457
characteristics in, 450
size/scope in, 449

performing arts organizations, in music
business, 241

performing arts, U.K.
Article 48 in, 143
box-office receipts in, 122

performing arts unions
compensation guidelines for, 117
featherbedding of, 146
territories of, 117
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612 Index

performing arts, U.S.
box-office receipts in, 122
dominance of, 86
home market in, 86
trade balance in, 86
trade effects on, 86

performing arts video
cassette residuals in, 146
marketing campaign strategies in, 129
rental determinants in, 101
rental market pricing in, 129

periodic-table computation methods, 551
personal-consumption expenditures (PCEs),

20, 551
advertising and, 46
in entertainment industry, 19–21, 23
Internet and, 44
for leisure activities, 8
for movie tickets, 28
for recreation, 21–22
toy industry, financials and, 361
trends in, 21
in U.S. recreation, 31

personal income, 551
persons using radio (PRM), 270
PFD. See production-financing-distribution
Phantom of the Opera, 469
Pigou, A. C., 12
piracy, in music industry, 230
Pirates of Penzance, 328
Pirates of the Caribbean, 213
PlayStation, 364
PlayStation2, 372
Pohlad, Bill, 144
Pokémon, 360
poker, 510–511
Poltergeist, 112
Polydor, 245
PolyGram, 230, 245, 260
Pong, 362–363, 369
portable digital devices

cellphones as, 230
iPods as, 230

Poseidon, 140
Power Rangers
PPD. See published price to dealers
PPV. See pay-per-view
Preferred Communications, Inc.,

326
Premiere, 103, 306
presales, 90–91, 110, 175
Presley, Elvis, 258
Pressplay, 261

price discrimination
in entertainment industry financials, 19, 48
marketing in movie industry, segmentation

and, 118
in performing arts, 471
scalping and, 472

price per view, on Internet, 92
price-to-earnings ratio (P/E), 551

valuation and, 56
pricing

in broadcasting industry, financials, 295
in cable industry, financials, 325
in home video industry, 129
in movie industry, financials, 137
in movie-television financial accounting, 206
in music business, 246–247
in music industry, financials, 245–247
in publishing industry, financials, 340
in sports industry, 425
in video rental market, 129

Prime Time Access Rules, 224
in broadcasting industry, 275

PrimeTime Live, 222
Prince, 262
print, 551
private equity, 113–114
PRM Investments, 104
producer(s), movie. See also movie distributor,

producer
cable wholesalers-film, 103
independent, 68, 74, 90, 117, 212
participation, in cross-collateralizations, 185

Producers Guild of America, 117
Producers Sales Organization, 225
production agreements, in music business,

241–243
production budget, advertising in, 132
production-financing-distribution (PFD),

176–178
acquisition deals in, 177
agreements in, 177
basic film financing matrix in, 176
in-house projects in, 176–177
negative pickup arrangements in, 177
packages/negative pickups in, 175
presales in, 175
private funding in, 175
rent-a-distributor deals in, 177
step deals in, 175

production function, 551
production overhead, 551–552
production space demand, in movie industry,

104
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productivity, 552
NIPA figures on, 10
trends in, 10

profit margin, 552
profits, 552

in amusement park industry, 482
in gaming industry, 397–398
in Jurassic Park, 132
in movie industry, exhibitors, 122
in movie industry financials, 79, 81, 88,

90–91, 133–135, 157
in movie-television financial accounting, 217
net, 549
in publishing industry, newspapers, 343
in Star Wars, 65
in studio distribution, 135
in toy industry, financials, 366–367

program distribution services, in movie industry,
71

programming. See also television programming
accounting

broadcasting industry costs in, 283
broadcasting industry reality-based in, 284
Internet and, 92
movie industry advertiser-supported by, 92
movie-television financial accounting in,

194–196, 205
sports industry in, 422
television-network audience delivery in,

275
Public Broadcasting Service. See PBS
public good, 552

in entertainment industry, 19, 495
public, private market valuation methods,

in cable industry, 323
Published Price to Dealers (PPD), 248
publishing industry

advertising in, 338, 342
average issue readership in, 350
books and, 339, 341
circulation in, 336–339
college textbooks demand in, 340
commercial publishers in, 349
company composite in, 339
consolidation in, 346
co-publishing in, 349
demographics in, 339–340
developer/publisher issues in, 351
digital production in, 348
distribution technologies in, 348
e-books and, 341
educational, professional segment in,

339–340

education publishers in, 348
electronic media, 339
elementary/high school component sales in,

339
high-profile trade book deal, 340
history of, 335–336
Internet impact on, 54, 341, 345
movie industry vs., 156
multiples in, 347–348
operating characteristics in, 336–339
professional materials demand in, 340
proprietary content of, 338
public companies, 349
public textbook companies in, 349
retailers and, 341
returns in, 349
segments in, 336
shared markdowns in, 341
third-party distribution and, 341
trade in, 340–341
in U.S., 336
weblogs and, 343
wholesalers in, 349
work-made-for-hire in, 347

publishing industry, advertising, 342
demand in, 338
expenditures in, 338

publishing industry, financials, 347
advance royalties in, 347
circulation revenue allocation in, 345
cost per thousand households in, 350
economic impact on, 342
enterprise value in, 351
FASB Statement 86 and, 347
interest rates impact on, 342
labor costs in, 343
material, distribution costs in, 338
materials pricing in, 340
revenue, cost components in, 345
trade book price allocations in, 341
valuations in, 347–348

publishing industry, magazine/periodicals,
341–346

newspapers vs., 342
operating characteristics, 345
revenues in, 345

publishing industry, multimedia, 346–351
developer/publisher issues in, 351
distributing issues in, 346, 351

publishing industry, newspapers, 341–345
vs. magazines, 342
profit determinants in, 343
profits in, 343
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Pulitzer, Joseph, 456
Pulp Fiction, 138
PUR. See persons using radio

Qualia Capital, 140

rack jobber, in music industry, 245–246
radio

AM popularity, 268
equipment demand of, 229
frequency allocation space of, 292
government regulation of, 292
interest groups and, 229
technological development of, 229
time spent listening to, 292

radio broadcasting, on Internet, 256
Radio & Records, 244
radio, television broadcasting

affiliates of, 279–280
area of dominant influence in, 270
average quarter hour in, 292
barter in, 272
barter-syndication deals in, 273, 280
basic operations in, 270–273
broadcasting media in, 268
business uncertainties in, 274
commercial broadcasters in, 267
designated market area in, 270
FM radio, 268
government regulation of, 274
gross ratings points in, 271
high-definition television in, 274
history of, 267–270
independent vs. public broadcasting

stations in, 280
Internet impact by, 270
microeconomics of, 273
networks, affiliates in, 274–276
Nielsen television index in, 271
organizational patterns, priorities in,

274–280
owned and operated (O&O), 275
people meters in, 271
power ratio in, 272
public television financing in, 280
ratings and, 270–271
regulation of, 273–274
share of, 270
standard metropolitan statistical areas in,

270
stripping in, 280
superstations in, 280
sweeps months in, 270
syndicated radio programs in, 280

syndication markets in, 280
technology and, 267–270
World Administrative Radio Conference and,

273
Raiders of the Lost Ark, 107
Random House, 349
Rank, J. Arthur, 100
Ray, 138, 147
RCA Records, 230, 254, 259, 369
reach, 552
reach and frequency, 552
real estate. See also movie industry, real estate

99, 217
reality programming, in broadcasting industry,

284
Really Useful Group, Andrew Lloyd Webber

and, 470
recession

amusement park industry and, 484
movie industry episodes and, 74
music business episodes and, 232

record clubs, in music industry, 245
record companies, 262

merchandise revenues for, 263
in music business, 262
profits of, 262

Recording Industry Association of America
(RIAA), 248, 256

The Red Skelton Show, 219
Redstone, 72
Regal Entertainment Group, 72
regression line, 552
Regulation A, filing under, 143
Regulation D, 111

financing for, 111
rules for, 142
securities registration exemption in, 142

regulations
casino management and, 405
gaming industry in, 382, 395–396

regulations, government
cable industry and, 310–311, 330
entry barriers and, 16
gaming industry and, 394–396
radio and television broadcasting and,

274
radio industry and, 292

Relativity Media, 140
rent-a-distributor, 177
Rentrak Corporation, 225, 257
ReplayTV, 330
required reserves, 552–553
residuals

cassette, 146
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movie industry, 117
rights-ownership splits, 98
unamortized, 170

Return of Jafar, 155
return on invested capital (ROIC), in

entertainment industry, 45
returns, 553
revenue generating units (RGUs), in cable

companies, 328
Revolution Studios, 212
RGUs. See revenue generating units
RIAA. See Recording Industry Association of

America
rights-ownership splits

licensability rights of, 98
in movie industry, 98
residual payments of, 98
transferability restrictions and, 98

risk, 553
RKO Movies, 67
Robbins, Lionel, 12
Rockford Files, 204, 224
Rocky III, 112
Rodgers and Hammerstein Theater Library,

467
ROIC. See return on invested capital
Roland Corp., 255
Rolling Stones, 262
Romano, Ray, 202
Romeo and Juliet, 110
Roth, Joe, 212
roulette, 508
royalties. See also mechanical rights; music

industry, royalties
advance, 347
cassette vs. CD, 250
for DVDs, 214
mechanical, 239
performance, 238
in publishing industry, 347
in toy industry, 366

RUG. See Andrew Lloyd Webber’s Really
Useful Group

Rush Hour, 149

SACD. See Super Audio
SAG. See Screen Actors Guild
SAG-AFTRA, Alliance of Motion Picture &

Television Producers (AMPTP) settlement
with, 145

sales growth rates, in toy industry, 358–359
Samuel French Inc., 467
San Francisco Opera, 457
Santa Anita, 412

satellite master antenna television (SMATV),
321

Saturday Night Live, 219
scatter market, 553
Schwarzenegger, Arnold, 214
Scorsese, Martin, 138
Screen Actors Guild (SAG), 117, 240

rule revisions for, 139
screenplays, 106
Scrubs, 223
SDMI. See Secure Digital Music Initiative
Seagram, 245
search engines, portals, advertising on, 54
SECAM (sequential color and memory), 292
second-best theory, 553
Second Life, 365
secular trend, 553
Secure Digital Music Initiative (SDMI), 260
Securities Act of 1933, 111
Sega Enterprises Ltd., 370
Seinfeld, 202, 218–220
SelectTV, 329
Sequential Circuits Inc., 255
service organizations, in movie industry, 68
SESAC. See Society of European Stage Authors

and Composers
Sex and the City, 198, 219
SGAE. See Sociedad General de Autores y

Editores
share of audience, 553
Sherman Antitrust Act, 149, 553
Showboat hotel-casino, 404
Showtime, 102, 306, 313, 325
Shrek 2, 150
Shubert Organization, 470
Sic Bo, 512
Sideways, 138
Silver Screen Partners, 111

Disney films and, 111
Simon & Schuster, 349
The Simpsons, 219
The Sims, 371
Sirius, 291
60 Minutes, 204, 219, 222
Slapshot, 139
slot machines

in gaming industry, 400
and toy industry, 362

slots, 509–510
SMATV. See satellite master antenna television
Smith, Adam, 12
Smith, Will, 213
SMSAs. See standard metropolitan statistical

areas
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Snow White, 154
Sociedad General de Autores y Editores

(SGAE), 256
Society of European Stage Authors and

Composers (SESAC), 238
Society of Stage Directors and Choreographers,

463
Sonnenfeld, Barry, 213
Sony/BMG Music, 245, 259
Sony Pictures, 73, 212, 259, 366

Universal City Studios vs., 152
SOP 00-2

vs. FASB Statement 53, 170
in movie-television financial accounting, 170,

209–210
The Sopranos, 198, 219, 221
Soros, George, 143
Soul Train, 220
Soundexchange, 256
Space Invaders, 363, 369
Spider-Man, 71, 150, 153
Sports Broadcasting Act, 422
sports economics

cartel structure of, 431
competitive balance of teams in, 433
free agency in, 431
marginal revenue products in, 433
monopsony power in, 431
professional league mathematical model in,

431
reserve-clause alternatives in, 433
salary caps in, 433
study of, 432–433

sports industry. See also major-league baseball;
National Basketball Association; National
Football League

admission expenditures in, 421
aggregate broadcast, cable rights prices in,

424
allocation arrangements in, 425
antitrust laws and, 434–435, 437
asset valuation factors in, 430–431
baseball’s waiver rules in, 437
basketball in, 421
bidding war in, 434
cable industry growth and, 422
cable systems and, 422
cartel in, 441
cash flow valuations in, 430
contest demand in, 441
contract commitments in, 438
court decisions in, 430
current treatments in, 430

divisions in, 425
ESPN and, 436
expansion agreements in, 429
football in, 425–426
football revenue sharing arrangements in,

435
free agent in, 427, 437
gambling industry vs., 424–425
gate receipts in, 435–436
goodwill in, 440
history of, 420–421, 428–430
hockey in, 421
Industrial Revolution in, 421
intangibles amortization in, 440
IRS allowance in, 429
labor issues in, 67, 117, 427–428
legislation and, 422
local broadcast/cable license fees in, 436
management/labor disputes in, 428, 439
media in, 424–425
median salaries in, 438
media-rights prices in, 426
milestone events in, 421
national football league in, 421
NBA revenue-sharing agreement in, 439
NFL limited free agency in, 439
NFL negotiated rights fees in, 437
NFL salary cap rule in, 435
one-year contracts in, 428
operating characteristics of, 425–428
option clause in, 440
personal consumption expenditures in, 421
private broadcast interests in, 428
professional sports facilities in, 441
professional team transactions in, 431, 441
reserve clause in, 440
revenue in, 425–426
salary-cost pressures in, 426
spending in, 421
sports programming in, 422
stadium ownership arrangements in, 431
stadium rent in, 436
tax issues in, 425, 428–431, 440
ticket sales in, 426
total revenues in, 426
transfer pricing benefits in, 425
transmission rights in, 422
trends in, 434
valuation in, 428–431
wagering in, 424–425

sports industry broadcasting
cable rights in, 425
industry growth and, 422
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sports industry, franchises
cost examples in, 430
NBA basketball, 434
owners in, 425, 431
owner tax treatment in, 429
team value in, 421

sports industry, network television
cable network hours of, 424
hours allocated to, 424
license fees in, 436
major broadcasters and, 422
money in, 425

sports industry players
compensation for, 428
contract depreciation deductions for, 430
contract standards for, 421
salaries for, 425

sports industry, soccer, 436
co-op organizational model in, 436
worldwide status in, 428

spot TV, 553
Springsteen, Bruce, 258
SRDS. See Standard Rate and Data Service
standard metropolitan statistical areas (SMSAs),

in radio and television broadcasting, 270
Standard & Poor’s stock price indices, of

entertainment industry, 497
Standard Rate and Data Service (SRDS), 272
Starlight Express, 469
Star Trek, 40
Star Trek . . . the Next Generation, 222
Star Wars, 107, 132, 138, 144, 150, 181

profits of, 65
Star Wars Episode III – Revenge of the Sith, 150
Star Wars Episode I: The Phantom Menace, 209
Starz Entertainment Group, 53
Statement of Position 00-2

controversies with, 174
in movie-television financial accounting, 170,

172–175, 209–210
reporting requirements for, 172

St. Petersburg paradox, in gambling industry,
406

Strawberry Shortcake, 360
stripping, 198
Studio 60, 222
studio distribution profits, in movie industry,

135
studios

advertising movies by, 106
commercial loans of, 112
consumer purchase model for, 130
debt-equity financing and, 112

distribution contracts and, 107
financing and, 106
home-video distribution profit of, 185
as intellectual property clearinghouses,

106
as intellectual property rights service

organization, 138
limited-partnership financing appeals for,

111
loan securitization structures and, 113
marketing movies and, 106
as monolithic enterprises, 106
movie distribution by, 106
movie production by, 106
production capital of, 113
revenue-sharing by, 130
and split-rights deals, 154
toy industry and, 365
valuation uptrend and, 99
VCRs’ battles with, 152

subscriptions, on Internet, 45
subscription television (STV), as cable

competition, 321
sunk cost

in entertainment industry, 18
incremental unit production cost vs., 18
in network industries, 42

sunk costs, in movie-television financial
accounting, 208

Super Audio (SACD), 255
Superman, opening-week receipts from, 150
Superman Returns, 104
Super Mario Brothers 2, 370, 372
superstations, 553–554

in cable industry, 305
in radio and television broadcasting, 280
in television, 222

supply, 554
supply/demand

demographic and debts, 13–14
entry barriers and, 14–16
expected utility and, 12–13
for leisure, 10–12
productivity in, 9–10
schedules in, 11

sweeps months, in radio and television
broadcasting, 270

synchronization fees, in music business, 239
syndication, 554

movie agent revenues tied to, 138
movie industry, foreign, 224
movie-television financial accounting in,

172–174, 222
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618 Index

syndication (cont.)
television-programming accounting

agreements in, 198–200
television station-programming accounting in,

221
syndication bartering

movie-television financial accounting and,
200

radio and television broadcasting deals in,
273, 280

talent managers. See also movie industry, agents
agencies vs., 139

Tams-Witmark Music Library Inc., 467
Target, DVD sales by, 155
tax accounting, in sports industry, 428–431
tax benefits

in movie industry, 109–111, 143
performing arts and, 459

tax credit, 554
film production and, 104
movie industry, financials investments and,

110, 141
movie-television financial accounting

investments and, 218
tax deduction, 554
tax issues, in sports industry, 428–430
Tax Reform Act of 1986, 111, 141, 298
technology

amusement park industry and, 487
broadcasting industry and, 289
cable industry and, 324–325, 329
entertainment industry and, 31, 305,

495, 501
film making and, 68
Internet and, 92
movie distribution, 119
movie industry and, 66, 68–71, 88,

94, 137
music industry and, 230, 254
performing arts and, 468
publishing industry and distribution, 348
radio and, 229
radio, television broadcasting and, 267–270
toy industry and, 355, 363, 367

Teenage Mutant Ninja Turtles, 138
Telecommunications Act of 1996, 293, 305,

322
Tele-Communications Inc., 147
telephone companies

vs. cable industry, 321–322
DSL and,

telephony services, and cable companies, 322

Telepictures
equity offering of, 109
Latin American television programming

rights in, 109
Teleprompter, 306
Tele-TV, 329
television. See also cable television;

movie-television, ancillary market; network
industry; programming; superstations

expenditures vs. inflation, 132
financing cost-control in, 132
fin-syn rule and, 223
high-definition, 274, 292–293
homes using in, 270
household advertiser expenditures in, 103
industry organization in, 273
legislative, regulatory battles in, 325
license fee in, 202
low-power VHF stations, 291
made-for-television productions in,

147, 202
marketing spending in, 132
movie distribution to, 135
older movies’ demand on, 95
pay-per-view growth by, 132
per-episode compensation in, 202
prime-time inventories in, 279–280
profitability determinants of, 202
ratings, audiences in, 276–279
ready availability of, 71
superstations in, 222
UHF, 268, 554
VHF, 268
video-on-demand growth in, 132

television advertising
national spot rates in, 281
national spot vs. local, 281

television audiences
demographics of, 278
Double Jeopardy Effect and, 278
Duplication of Viewing Law and, 278
ratings performance and, 278

television campaigns, movie industry and, 123
Television Network Limited (CTV), 294
television networks

advertising on, 276
make-goods in, 278
outside U.S., 276
programming, audience delivery, 275

television production
budget advertising in, 132
cost amortization in, 202
costs of, 132, 200–203
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television programming accounting
cable network licensing and, 221
distribution in, 198, 203
financing for, 198
income stream licensing and, 203
in movie-television financial accounting,

194–205
operating margins in, 198
production-distribution-development

financing in, 196–198
station syndication and, 221
syndication agreements in, 198–200
TV-to-DVD market in, 219

television viewing, Internet impact on, 53
Terminator 2, 71
Terminator 3, 214
terms, 554
Thalberg, Irving, 213
theatrical exhibitions, film presentations

supplementary to, 71
theme parks, 479
3%-3%-10% package, 138
Three Men and a Baby, 142, 216
TIC. See total invested capital
time, 3–5, 9

as commodity, 5
cost of, 5
recreation/entertainment and, 4

time buys, 554
Time Inc., 111
Time-Life Films, 217
time series, 554
time spent listening (TSL), in radio industry, 292
Time Warner, Inc., 104, 245, 276
Titanic, 71, 135, 138, 158, 372
TiVo, 330
Tivoli Gardens, 478
TOC. See total invested capital
Today Show, 284
Tomb Raider, 40
Tonight Show, 297
Toolson v. New York Yankees, 427
Top Gun, 154
total invested capital (TIC), 55
total revenues (TR)

in entertainment industry, 56
in sports industry, 426

toy industry
bulky inventory and, 361–362
coin-op and, 367
coin-ops in, 365
demographic distribution in, 361
distribution rights, 372

factory shipments in, 359
global competition in, 356
Great Depression impact on, 362
Harry Potter rights in, 156
history of, 355–356, 360
home video games in, 364–365
independent game studio in, 372
Internet impact on, 365
machine useful life in, 371
manufacturer/distributor organizations

in, 358
manufacturers/retailers relationship

in, 368
microchip technology in, 355
movie licensing in, 132
movie studios and, 365
online games in, 365
Pong and, 362–363
on retail level, 358
slot machines and, 362
structure of, 364–367
technology in, 363, 367
in U.S., 356, 360
video games in, 362, 365

toy industry, financials
annual percent change in, 361
composite in, 359
development costs in, 371
domestic consumer spending in, 367
earnings trends and, 367
inventory imbalances in, 360
license fees/royalties in, 366
manufacturer revenues in, 359
markdown money, 368
PCE spending in, 361
profits in, 366–367
revenue-to-cost ratios in, 366
sales growth rates in, 358–359
valuation methods in, 360

TR. See total revenues
tracks, 514
Transamerica Corporation, 211
Treasure Planet, 209
Trente-et-quarante, 512–513
The Trip to Bountiful, 143
Tri-Star Pictures, 100
Troma, Inc., 144
TSL. See time spent listening
Turner Broadcasting, 104
Twentieth Century-Fox, 67, 73, 94, 204, 276
Twentieth Century Pictures, 67
24, 218–219
20/20, 219, 259
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UHF (ultrahigh-frequency) television, 268, 554
Ultima Online, 365
UltimateTV, 330
underwriter, 554
unemployment rate, 555
unions. See labor unions
unique (Website) visitors, 555
United Artists Corporation, 67, 94, 104, 140,

195, 211
MGM distributed products of, 211

United States. See U.S.
United States (U.S.)

advertising in, 46, 57
average annual hours worked in, 6–9
Canadian movie industry vs., 72, 148, 191
European circus vs., 456
international market television share in, 102
leisure time in, 6–7, 402, 407
nonfarm business productivity in, 10
performing arts data in, 450
population age bracket in, 13
toy industry coin-ops in, 365

United Talent Agency, 108, 139
Universal City Studios, 67, 73

Sony vs., 152
Universal Music Group, 245, 260
upfront buying, 555
U.S. Department of Justice, 68
U.S. gaming industry

financial operating performances in, 396
gross handle, revenues, margins in, 390

U.S. Interstate Wire Act (Statute 18 U.S.C.
§1084), 390

U.S. movie industry
home market in, 86
trade balance in, 86
trade effects in, 86

U.S. population, by age bracket, 13
U.S. recreation, PCEs on, 31
utility, 555

comparisons of, 12–13
mathematical curve of, 35
maximizing in, 12, 35
visualization of, 35

valuations
in amusement park industry, 486–487
asset factors and, 430–431
assets and, 29
of broadcasting industry properties, 287
of cable industry networks, 30, 322–324
cable industry public, private market methods

of, 323

cash flow and, 430
comparison models of, 30
contingent claims and, 31
EBITDA and, 24, 323, 348
of entertainment industry, 29–31
externalities and, 30
films asset and, 92, 99
gaming industry financials in, 396–397
Internet, 45–46, 55
method categories of, 29
of movie industry asset, 66
movie-television financial accounting and,

175
of music business asset, 253–254
option-pricing models and, 31
P/E ratio and, 56
performing arts contingent methods of, 468
private market and, 487
public market and, 487
of publishing industry, financials, 347–348
in sports industry, 428–431
studios uptrend and, 99
toy industry methods of, 360

Variety, 139–140, 142, 145, 213, 216, 225, 258
VCR. See videocassette recorder
VHF television, 268, 291, 555
Viacom Inc., 51, 102, 143, 210, 255, 276, 306
Victor Talking Machine Company, 229
videocassette recorder (VCR), 102
video chain retailers, pay-per-view vs., 132
video games, in toy industry, 362
video-on-demand (VOD), on Internet, 53
video rental market

per unit profit in, 130
pricing in, 129
sell-through in, 129

video-to-gross ratio (VTG), in movie-television
financial accounting, 216

Vienna World’s Fair 1873, 478
Viewer’s Choice, 329
Virgin Records, 245, 262
Virtual, 140
Vivendi, 245
VNU Group, 147, 150
VOD. See video-on-demand
Vongo, 53
vs. cable migration, in sports industry

broadcasting, 434
VTG. See video-to-gross ratio

WACC. See weighted average cost of capital
Wagner, Todd, 144
Walker, Texas Ranger, 221

© Cambridge University Press www.cambridge.org

Cambridge University Press
978-0-521-87485-4 - Entertainment Industry Economics: A Guide for Financial
Analysis, Seventh Edition
Harold L. Vogel
Index
More information

http://www.cambridge.org/0521874858
http://www.cambridge.org
http://www.cambridge.org


Index 621

Wall Street Journal, 211, 259, 261
Wal-Mart, Inc., 349, 358

DVD sales by, 155
Walt Disney Company, 73, 478
War and Remembrance, 218
WARC. See World Administrative Radio

Conference
Warner Brothers, 67, 73, 104, 140,

156, 219
Warner Communications, 102, 104, 210, 230,

252, 259, 363
Warner Music Group, 245, 258, 262
warrant, 555
The Warriors, 372
Wasserman, Lew, 213
water parks, 488
Webber, Andrew Lloyd, 469
webcasting, on Internet, 54
Web radio, 270
Website, unique visitors, 555
weighted average cost of capital (WACC), 30,

323
Weinstein Company, 73
West Wing, 221
Wheel of Fortune, 220
White Christmas, 258
Who Framed Roger Rabbit, 112, 142, 216
Who Wants to Be a Millionaire, 222
Wicked, 469
Wii, 365
William Morris Agency, 108, 139

win, 555
Winchester ‘73, 213
WindDancer, Disney dispute and, 223
window, 555
workweek

in agricultural and nonagricultural industries,
6–9

average length of, 5–8
defined, 555–556
of production workers, 6–9
of women, 8

World Administrative Radio Conference
(WARC), 273
World of Warcraft, 365, 366, 372
World’s Columbian Exposition, 478
write-off, 556
Writer’s Guild of America, 117, 145,
213
WTBS Radio, 295

Xbox, 372
X-Files, 223
X-Men: The Last Stand, 150
XMI Satellite Radio, 270

Yahoo, 290
Yamaha Corp., 255
Yari, Bob, 144
yield, 556

Zukor, Adolph, 67
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