Risky Business:

Creative Development in Digital Media
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Abstract

In their exploration of the digital media space, Internet-based companies such as Amazon challenge the
traditional paths of media production, distribution, and exhibition through their unique approach to creative
development. Catering to the expansion of an active viewership and an increasingly fragmented market,

Amazon’s model appropriates Hollywood risk mitigation strategies, social networks, marketing campaigns, and
transmedia storytelling techniques for the digital media age. In doing so, they popularize new standards of
contemporary media culture and the evolution of the consumer-producer relationship. This project will explore
such trends as a byproduct of digital media integration among Internet-based companies and its impact on the
industry’s creative output.
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Introduction

Sophisticated sound systems, over-salted popcorn, and soft leather chairs introduce
audiences to the magic of the movies. Every shot appears larger than life, clad in the pristine
fagade of artificial light and meticulous staging. Nostalgia for the experience occasionally draws
consumers to the theater, but still box office sales decline under market pressures from
competing distributors. Once relegated to darkened movie theaters and rigid television schedules,
digital media companies utilize technological advances to personalize the viewing experience
and thus reach unprecedented mass distribution. Technetronic in nature but creative in execution,
the success of Amazon Studios epitomizes the disruptive trends of the evolving media landscape.

Once solely confined to the development of hardware, software, chip manufacture, and
the like, members of the technology industry now seek diversification of their businesses into the
digital media space. Software companies experiment in video game production, digital design
consultancies try their hand at computer-generated imaging, and internet-based companies take
advantage of their online presence to introduce alternative distribution channels for media
content. Recognizing the value of entertainment as both a lucrative source of revenue generation
and an area in dire need of technological intervention, these companies bring their unique
resources to the forefront of media innovation. Their unprecedented entry into an industry well
known for their high barriers to entry nevertheless led to exceptional success that significantly
influences the industry dynamics fixed in Hollywood since the studio era.

The permeation of electronic entertainment such as streaming and downloads into
mainstream consumption culture offers a lucrative opportunity for technological companies in
pursuit of diversification. In fact, Americans will pay more for electronic entertainment than
physical rentals or purchases for the first time in 2015 and outpace box office revenues by 2017
(Tietjen). Within the next five years, financial analysts expect the industry to nearly double from
$15.3 billion to $30.3 billion. Considering a quarter of all daily television views occur online,
such a prediction does not lie far outside the realm of possibility, but it poses a serious threat for
legacy media companies unfamiliar with those distribution channels (McGrath). As the industry
grows at a phenomenal rate, the pressure to understand and adapt the technological capabilities
of their competitors increases significantly.

FX Chief Executive Officer John Landgraf labels the trend the “peak television era,”
citing the 409 original scripted series available in the United States across broadcast, cable, and
digital outlets in 2015 (Littleton). Up 8.7% from 376 series the previous year, much of that
growth emerges from the digital arena rather than traditional channels. While basic cable grew
7.1% and broadcast grew 1.4% over the past year, streaming services Netflix, Amazon Studios,
Hulu, Crackle, and Yahoo collectively grew 63% in the same time period. The wide diffusion of
content mirrors the cable boom of 2010-2011, in which the number of basic cable series grew
47.2% at its peak. The rising competition instigated by the entrance of digital media companies
both increases costs and thins the talent pool for legacy media companies, lending the advantage
to those with the preferred platform. Digital distribution channels hold that honor for their
convenience and suitability with contemporary consumption behavior.

Internet-based technological companies, also referred to as digital media and online
distributors thenceforth, diversified into entertainment precisely when consumption behaviors
and other economic factors most supported their competitive advantage. In other words, the very
technology that internet-based companies such as Amazon Studios use to differentiate
themselves from their competitors appeals to contemporary audiences more so now than ever
before. Hollywood often attempts to mimic their technological superiors by exploring digital



channels, but they lack the resources necessary to successfully execute those strategies. They are
thus classified as legacy media companies, fundamentally situated in the traditional Hollywood
business and creative models fine-tuned under the conglomerate system.

Legacy media companies operate under a unique infrastructure designed to capture the
mass audience of mainstream culture. As a functioning oligopoly, Hollywood studios utilize
vertical integration to consolidate their control over the production, distribution, and exhibition
of their creative content (Schatz 46). Although such practices have since faced legal action for
their arguably anticompetitive functionality, both the Reagan administration’s free market
policies and Clinton’s Telecommunications Act of 1996 served to support the media industry’s
right to essentially retain their holdings over all revenue sources (47). The resulting rise of the
media conglomerate imposed higher barriers to entry in an industry already known as exclusive
because of its high capital costs and rigid social hierarchy of talent.

The vertically integrated system heralds a necessary shift in distribution strategy: studios
heavily rely on high consumption to achieve economies of scale, and therefore profitability. In
order to mitigate risk and capture those large audiences, then, legacy media often resorts to
“visually spectacular, narratively straightforward, stylistically innocuous” blockbusters that
follow strict genre conventions (51). They then capitalize on their most popular content through
like-minded franchises and ancillary markets that, rather than infuse the market with new
innovations, build off existing momentum until it finally grows stale. While profitable, vertical
integration necessitates constraints that drive legacy studios’ business strategies, and thus lowers
their willingness to undertake creative risks.

Furthermore, the value of mass audiences to the contemporary legacy media landscape
positions distribution as the most lucrative revenue source for major studios and television
networks. Copyrights alone account for $300 billion of annual industry revenues across the
United States and Europe (Mann 32). The theatrical release acts as a loss leader for exploitation
windows such as DVD and pay-per-view, from which studios collect high licensing fees for
sharing their films with third party services. Similarly, television networks profit not only from
the advertising associated with the debut of new programming, but also the syndication of shows
through other distribution streams. At the introduction of digital distribution channels such as
Netflix and Amazon Studios, legacy media formed similar licensing agreements in order to
monetize their subscriber base. In fact, 75% of post-exhibition revenue now comes from online
distributors. However, although this practice preserves their bottom line, legacy media suffers
from reduced control over their audiences.

The entrance of technological companies into the digital media space thus challenges
Hollywood’s control over their lucrative distribution networks. In syndicating content from
multiple sources, including both independent and mainstream producers, digital platforms ensure
diversity of choice (Kiing 22). Content aggregation of this sort avoids third party distribution and
licensing fees contingent on viewer volume in favor of a direct subscription service with the
viewers themselves. Revenues, then, depend not on a mass audience, but rather on a collection of
individual viewers. In essence, online distributors avoid the limitations of legacy media’s
attachment to the mass audience, and therefore offer more distinctive and revolutionary content
that serves as a profitable counterculture to Hollywood fare.

In order to properly analyze such subtle shifts in the contemporary media industry, the
following thesis draws upon extensive secondary research that constructs the industrial context
of both legacy media and internet-based technological companies. Those theories directed my
approach to content analyses of news outlets and trade journals that charted the growing



reputation of digital platforms in Hollywood. I then ascertained audience response to changes in
the entertainment industry with respect to new programming and distribution options by perusing
social networking sites such as Twitter, Facebook, Hollywonk, and the Commissary Forum. To
the same effect, I also analyzed viewer comments and reviews of Amazon Studios’ original
programming. By examining the two perspectives in tandem, the thesis explores the consumer-
producer relationship that developed following the introduction of digital media.

In fact, I spoke personally with Collective Digital Studios chief operating officer Phil
Ranta about the role of the feedback loop when developing projects intended for digital
distribution. Subsequent interviews and office visits with Netflix producer Charles Schlissel,
Amazon Studios head of production John Lynch, and an anonymous Amazon Studios producer
expanded upon Ranta’s insight by describing the application of those strategies at their
respective companies. Moreover, Amazon data scientist Dave Schultz’s lecture about their
company-wide utilization of data provided supplementary details about the impact the role of
technology in the creative development process. In contrast, HBO executives Robert Roth and
Jay Roewe underscored vastly different business and creative approaches to their innovative
digital distribution arm HBO Now. Finally, I analyzed box office receipts, ratings, legal
documents, and company reports that verified the fiscal impact of those divergent policies.

Building from the precedent established under the disruptive introduction of television
and home video to the entertainment industry, the first chapter analyzes the market conditions
that incentivized internet-based companies such as Amazon Studios to diversify into digital
media. Their online distribution practices antiquate the original fragmentation of audiences in
accordance with demographics or residence location, instead niche-targeting viewers’ general
interests. Online content aggregation and distribution thus monetize the fragmented market with
greater success, and so internet-based companies utilize their technological infrastructure to take
advantage of the opportunity. In order to sustain their business, they have expanded into original
productions and developed recommendation systems that differentiate their digital platform from
traditional windows for the convenience of the modern, tech-savvy consumer.

The second chapter investigates the reasons why the Hollywood studios’ approach to risk
mitigation has not yet adapted to the contemporary media consumer. One such example of risk
mitigation is the social network between producers, distributors, talent agencies, law firms, and
the like within Los Angeles. The social hierarchy cultivated under those relationships often
dictates negotiations and green-lighting agreements, to the detriment of the studios’ creative
output. Their rather generic content follows a narrative formula, driven by franchises and stars,
that struggles to attribute unique value to any one title. Internet-based companies such as
Amazon Studios, on the other hand, have access to both consumption data as well as the
specialists necessary to decipher that information. Employing objective data rather than socially
validated intuition to make green-lighting decisions, they achieve legitimacy through critical
acclaim.

As seen in the third chapter, the digital media business model also relies heavily on the
consumer-producer relationship when strategizing the production of their original programming.
Unrestricted by theater times or prime time scheduling, the introduction of the interactive screen
cultivated active audiences that now have the opportunity to watch their favorite content at their
convenience. The aggregation of information sourced from such delayed viewership come
together through online fan communities valued highly by technological companies, but often
ignored by legacy media. Amazon Studios, for instance, builds relationships with aficionados in
order to measure levels of audience engagement, direct promotional efforts through transmedia



storytelling, and ultimately determine the creative direction of their original series. Responding
directly to the consumer in such a manner builds a loyal consumer base that draws viewers away
from traditional distribution windows in favor of digital platforms.

The fourth chapter accrues the cumulative logic of the previous chapters in order to study
the impact of the aforementioned phenomena with respect to Amazon Studios. Their creative
development process operates much differently than that of the major studios; much differently,
in fact, than online distributors such as Netflix and Hulu. Financed by their e-retailing parent
company, they produce all of their original content in-house. Consequentially, they manage to
both retain creative control as well as subvert the traditional narrative structure in favor of more
controversial content. Utilizing powerful feedback-driven strategies, films such as Chi-Raq
(2015) and television series such as Transparent (2013—) illustrate the powerful impact of
renegade creative development processes.

Finally, the conclusion analyzes how the divergent strategies of legacy and digital media
actually work together in the entertainment industry. The overwhelming competition does not
necessarily indicate that the technological companies will ultimately drive the major studios out
of business. Rather, the two must collaborate in order to achieve maximum profitability. Legacy
media utilize digital platforms to distribute their content to larger audiences, while digital media
poaches talent from Los Angeles to better execute their ideas. Although the technology industry
has unique advantages to effectively monetize the modern consumer, and will therefore enjoy
higher market share, still legacy media has a place in the entertainment ecosystem.

The amalgamation of research suggests that internet-based technological companies such
as Amazon Studios have the resources to mitigate the risks that destabilize the entertainment
industry. They therefore have the financial protection to explore new approaches to creative
development unprecedented under pre-internet market conditions. Digital media thus monetizes
the oft-ignored fragmented marketplace via personalization techniques refined under their
technological infrastructures. The resulting reduction in risk diminishes the importance of strict
gatekeeper mechanism and ineffectual pull marketing strategies prevalent in legacy media’s
business models. Online distributors free themselves, then, to devote their resources to their
viewers, forming formidable consumer-producer relationships through transmedia storytelling.
As seen in Amazon Studios’ original programming, such market forces incentivize digital
media’s inevitable departure from traditional creative development models in favor of unique
narrative structures.



Chapter One: Opportunities in the Fragmented Marketplace

The rise of new technologies in the form of television in the 1950s and home video in the
1980s disrupted the entertainment industry in similar ways to the recent introduction of digital
distribution. Television networks monetized the fragmented audience, setting the precedent for
niche-targeted programming that eliminated the need for blockbuster hits. Home video stores
introduced content categorization systems appropriated by online recommendation algorithms
that introduce consumers to new content. The following chapter draws parallels between those
innovative strategies and the market conditions that incentivized internet-based companies such
as Amazon Studios to diversify into digital media. In fact, their technological infrastructure
amplifies the impact of those disruptive models, financing the expansion of their digital media
libraries from third party licensing agreements into original productions. That content, so
different from traditional fare, ultimately increases their independence from the Hollywood
oligarchy and establishes them as legitimate production companies.

As such, technological companies currently share a similar competitive relationship with
legacy media as television networks once did with film studios. Although television broadcasting
initially suffered from limited bandwidth, for instance, its popularity accelerated adoption from
9% to 86% over the course of the 1950s (Cunningham 59). The new technology’s promise of
convenience, however, threatened Hollywood’s exhibition holdings, cutting cinema admissions
by 45% over the same time period (60). Recognizing the opportunity to diversify, the major
studios quickly sought to acquire major television networks, only to suffer under the enforcement
of antitrust laws that limited the horizontal reach of vertically integrated divisions. Unable to
control the widely popular medium, the studios thought to abstain from the new market entirely,
threatening not to syndicate films. In actuality, their threats incentivized original programming
that ultimately strengthened the networks, attracting sponsors with deep pockets.

Online distribution centers now borrow similar practices to commission and produce their
own content as a source of financial independence from the major studios. Appropriating typical
television conventions with respect to genre and serialization, they leverage the success of that
programming as both a bargaining chip in licensing negotiations with legacy media as well as a
source of differentiation from their competitors. Online subscription services thus adapt the
television industry’s business models for their new medium, even charging fees on a monthly
basis much like the average cable company (Christian 343). Such crossover between the
industries herald an era of convergence, in which many technological companies move or adapt
popular television content for digital distribution (Murphy 26).

Even the digital platform’s content aggregation model mimics that of television, which,
in providing multiple channels, separated mass audiences into niche markets (Johnson 59). In
fact, television marked the first transition from mass audiences and scarce programming to niche
audiences and widely available programming (Christian 342). In the absence of a physical
exhibition space, both television and the online distributor offer cross-demographic content that
appeals to a fragmented viewership no longer constrained by geographic location (Jackson 133).
Audience appeal by location carry little influence in either medium, for the collection of
individual viewers build ratings more so than the dominant preferences of a physical community.
The networks’ approach to determining if a suitable market exists, then, depends not on mass
acceptance of the proposed content, but on the niche interests of targeted audiences.

Because of television’s effective monetization of fragmented audiences, films
unprofitable in theaters found success through syndication and series adaptations. Debuting to
only $2 million in box office profits over a 16-week run in 972 theaters, The Shawshank



Redemption (1994) ultimately ranked one of the highest valued feature films in Time Warner’s
extensive library of 6,000 titles (Adams). Broadcast on 15 basic cable networks since 1997, the
prison drama accounted for 151 hours of basic cable air time in 2013, tied with Scarface (1983)
and second only to Mrs. Doubtfire (1993) (Pallotta). In 2014 alone, The Shawshank Redemption
generated $1.5 billion in television syndication and $2.2 billion in home video and electronic
delivery (Adams). Passed on seven Oscar nominations, it now leads IMDDb’s Top 250 Movies of
All Time according to their user ratings (IMDDb). The startling success of The Shawshank
Redemption and others in syndication exemplifies the financial advantages of post-theatrical
exhibition, a profitable niche-targeting practice shared by both television networks and
technological companies.

Benefiting from that same access to fragmented markets, online distributors also engage
in adaptation. Amazon Studios, for instance, announced plans to revive the cult film Barbarella
(1968) and box office flop The Last Tycoon (1976) into television series, each with an all-star
cast and showrunners. Labeled a “special kind of mess” bursting with “hard-breathing, sadistic
thrashings, mainly at the expense of...women” by the New York Times and “sub-adolescent junk,
bereft of redeeming social or artistic importance” by the Film Quarterly, Barbarella quickly
succumbed to the antagonism of leading critics (Adler). Amazon Studios’ revival, on the other
hand, begins with a pilot script by Skyfall (2012) writers Neal Purvis and Robert Wade under
Gaumont International Television, the company behind the widely acclaimed Hemlock Grove
(2013-2015), Hannibal (2013-2015), and Narcos (2015—, Andreeva). Similarly, Amazon
Studios intends to turn a profit on the $3.6 million box office loss of The Last Tycoon with the
help of Golden Globe and five-time Emmy winner Kelsey Grammer. Amazon Studios reduces
the financial risks of reviving these works by catering to the fragmented market, profiting where
others failed.

Despite the large overlap between television and digital media strategies, however, the
technology industry revised elements of the television model for the contemporary audience. For
instance, networks produce copious quantities of premium content, but their bundling practices
with subpar programming reduce their value in the eyes of the consumer (Anderson 195-6). They
conceal that devaluation through artificially high prices that ultimately place them at a cost
disadvantage against the abundance of online content also provided at lower prices (197).
Released from the physical confines and costs of shelf space, such distributors have an advantage
in their ability to hold larger libraries, and therefore appeal to more niche audiences (Herbert 6).
In essence, television only has the power to niche-target via the network, whereas digital
platforms niche-target diversifying tastes via content from multiple sources, thus utilizing the
size of their media library to increase the perceived value of their service (Van Eijck 82).

A revealing content analysis by TIME in April 2015 illustrates the stark differences in
these niche-targeting strategies through the availability of top-grossing movies, all-time classics,
and independent films on the cable service HBO as opposed to digital distributors Netflix, Hulu,
and Amazon (Luckerson). Although HBO leads in top-grossing movies, 24% of which contribute
to their media library, Netflix and Amazon lead both in the American Film Institute’s Top 100 of
All Time at 17% and 10%, respectively, as well as the 30 top-grossing independent films at 18%
and 11%, respectively. Even Hulu’s measly 6% of the classics in their Criterion Collection
outweighs that of HBO. As such, HBO appreciates the financial advantages of mass distribution,
but prioritizing the limited programming windows of their television channels over their digital
platform constricts that content to films with proven mainstream popularity.



Digital distributors unlimited in screen time fill that void to great effect; understanding
that legacy media cannot profitably distribute fringe content, they actively seek indie titles in
order to differentiate themselves from their competitors. At the 2016 Sundance Festival, for
instance, Amazon Studios, outbid legacy distributors Fox Searchlight and Focus Features for
Kenneth Lonergan’s Manchester by the Sea for $10 million (Lang). The drama received a
standing ovation at screening, and insiders promise that Amazon Studios will advocate heavily
for an Oscar in 2017. Their aggressive acquisition contrasts heavily with legacy media’s timidity;
box office flops such as the $196,000 opening weekend and $6.7 million total domestic gross of
critically acclaimed Me and Earl and the Dying Girl (2015) warn Hollywood of the dangers of
unconventional content (Box Office Mojo). And so digital media brings niche quality to the
screen, ensuring the distribution of esteemed titles regardless of blockbuster value.

Much like television, home video also laid the foundation for the innovative nature of
digital media business models. The medium first introduced the concept of partial ownership, in
which viewers could essentially own creative content for a limited time (Wasser 17). Such a
practice threatened the studios because the films lost their novelty, and therefore value, upon
consumption without the producers receiving payment for every viewing (10). Once again,
Hollywood lost their monetization over distribution, the most lucrative leg of their supply chain.
Once home video rentals outpaced the theatrical box office in 1987, the studios had no choice
but to adapt to the changing media landscape (Herbert 17). They decided to promote theatrical
releases as film showcases, the exhibition space acting as a loss leader in order to capture
ancillary sales once the content transferred to video (Wasser 11).

The technology industry’s foray into media distribution followed a similar pattern. The
conventional video rental store offered wide selections categorized by genre, deviating from
limited theatrical releases and television programming schedules (Herbert 1). Designed for the
unique individual more so than the average viewer, such a system supported delayed viewership
of mediated content that reflected the divergent, but popular, tastes of the time (24). More so
than simply abolish the artificial scarcity of content, online distributors mimic video rental
stores’ organization of content through digital recommendation systems that offer personalized
suggestions to their subscribers. In this way, their technological infrastructure improves upon the
organization and recommendation systems originally designed by the home video rental store.

Television and home video set a precedent upon which the evolving media landscape
propagated new incentives for internet-based companies to enter the market. For instance,
technological advances increased amateur accessibility to the tools of production, thus lowering
start-up capital costs for independent filmmakers to cheaply produce content (Anderson 54).
Similarly, the rise of alternate media channels such as streaming services and mobile applications
lowered distribution costs, allowing such producers to bypass the studio-controlled distribution
network and therefore retain full control over the circulation of their content. Online distributors
altered their revenue structures to match their cost structure, offering an entire library of titles at
a constant price regardless of the quantity of content consumed (Kiing 21). The resulting influx
of high-quality amateur content flooded the once concentrated market and introduced intense
competition from alternative producers.

The strength of the vertically integrated conglomerate Hollywood poses significant
competitive barriers to entry, such as high capital costs and exclusive social networks, that once
precluded such independence. Nevertheless, the internet gave technological companies a
platform that side-steps costly distribution negotiations and partnerships, and therefore
overcomes those barriers to entry. They quickly monetized a stable subscriber base, and now



operate on an unprecedented level of competition with the well-established studios. Without the
appropriate financial incentives, companies with a competitive advantage in software, hardware,
or ecommerce would hardly consider challenging incumbents in the digital media space. Rather,
the precedence established in the introduction and ultimate convergence of television and home
video molded the appropriate environment for technological companies such as Amazon to enter
the realm of entertainment as well.

The triumph of internet-based companies in this respect resides in their infrastructure;
they already have the technology in place to move into the media space without incurring the
same competitive barriers to entry as traditional producers and distributors (Jackson 147). Access
to engineers and web designers that understand the new medium contributes to a cohesive user
experience without the need to outsource technically advanced work (Montgomery 135). For
instance, Amazon Studios regularly monitors consumption patterns through web flow diagrams
and click counts (Ranta). Mining consumption data in real time identifies the rise and fall in
popularity of licensed content, accurately informing executives’ valuation of their digital media
libraries. Amazon Studios then exercises their strategic advantage in marketing knowledge when
acquiring new content via licensing negotiations, thus achieving the flexibility to balance the
supply and demand for particular titles and genres at the best possible price.

With respect to original programming, Amazon Studios also utilizes consumption data
and qualitative online reviews to inform their green-lighting and renewal decisions. When testing
original pilots in the first step of their feedback process, for instance, their business intelligence
team takes twenty different viewership metrics into account (Sharma). The diversity of those
data sets and statistics provide creative development teams with insight into their pilot’s success
on multiple levels. For instance, they have access to information about not only how many
consumers watched the pilot, but also exactly when they decided to pause the screening or exit
the window entirely. Amazon Studios could then pinpoint the exact scenes that contributed to the
pilot’s overall reception and either adjust the following episodes accordingly or halt further
production of the series. They therefore have the opportunity to preserve their high-quality
branding and save production costs by eliminating unpopular titles as soon as possible.

Lacking such specific data in their own endeavors, legacy media companies remain at the
mercy of retailers who will only sell content that can generate enough demand to turn a profit.
Those retailers rely on high volume sales to compensate for the low profit margins meant to
appease price-sensitive customers, and pass on that financial pressure to their wholesalers. In
order to combat that bias, Hollywood tends to produce content that appeals to the largest possible
demographic, largely at the expense of equally viable, if smaller, markets. Therefore, bottlenecks
inherent to physical distribution centers such as inventory capacity, variable overhead costs, and
turnover limits the production of non-mainstream content in both stores and theaters (Anderson
53). Online distributors fulfill that unmet demand, targeting oft ignored niche markets.

The subsequent increase in consumer choice via online content aggregation accelerates
the development of a fragmented marketplace characterized by distinctive tastes. Social media
networks reinforce those preferences through the connective power of online communities. That
new consumption culture proves particularly conducive to the technological business model,
solidifying their competitive advantage in the digital media space. Where once industry
professionals assumed that 20% of films accounted for 80% of sales, negligible marginal costs of
large online media libraries capitalize on niche tastes to obtain additional revenues from non-
mainstream content (Anderson 131). Their low-cost structure incentivizes online distributors to
curate as much content as possible regardless of sales volume for each title, encouraging users to
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explore new avenues (132). Blockbusters alone cannot fulfill demand for entertainment, and so,
with the proper attention and placement, online distributors monetize fringe content on virtual
shelves (129).

As consumers gravitate towards the seemingly endless mass of accessible entertainment,
and new players flood the market with non-mainstream content, online distributors increasingly
promote those titles as an active revenue source (Franklin 110). They do so via recommendation
systems that suggest fringe content based on subscriber tastes in genre, form, themes, and other
creative elements rather than the media provider from which that content originated. Inspired by
the organization of the home video rental store, such a model first attracts large audiences to the
platform, then micro-segments them into niche categories (Anderson 123). Digital marketplaces,
then, prioritize the preferences of individual consumers over mainstream appeal or management
objectives (De Vriendt 237). Introducing consumers to niche content they may not otherwise
directly explore encourages search beyond the mainstream into highly individualized tastes
personalized for each consumer.

Collaborative filtering algorithms, the most common recommendation system among
online distributors, liken each user’s consumption to those with similar preferences, simplifying
the complexity of sprawling titles into concrete choices. For example, Amazon’s item-to-item
algorithm customizes recommendations based on each consumer’s browsing history, past
purchases, virtual shopping cart, rated items, and the like (Mangalindan). Pulling data from both
the Prime Instant Video entertainment subsection and the e-retailing site, Amazon’s algorithm
also quickly identifies their users’ demographics to better make personalized recommendations.
After first introducing their completed algorithm in 2012, they experienced a 29% sales increase
to $12.83 billion in the following quarter, up from $9.9 billion over the same time period the
previous year. Analysts estimate that consumers watch approximately 60% of Prime Instant
Video recommendations, well above the 80-20 rule often attributed to Hollywood studios.

The very nature of digital platforms also offers online distributors a lucrative advantage
almost impossible to replicate with the same accuracy outside of the digital media space. Legacy
media companies rely heavily on self-reported, and therefore potentially inaccurate, marketing
research to understand the general preferences of the mass audience (Lotz 102). Film companies
do not have records of actual consumption behavior until after they’ve released their content, and
could no longer recoup their sunk costs. Even television networks must arrange their schedules
around the collection of Nielsen data released seasonally in November, February, May, and July.
Moreover, their commitments to advertising agencies lowers the potency of delayed viewership
statistics that may give a more accurate picture of content reception, prioritizing business
relationships over the consumer as a result (Littleton).

As the final destination for exhibition through streaming services, online distributors
generate a plethora of behavioral research that informs their recommendation systems (Lotz 78).
Incredibly accurate, they have direct access to raw data about their subscribers’ consumption
behavior. Moreover, they already have analytics teams in place to arrange and interpret that data
in the way that would best inform their business and creative strategies. Especially as digital
platforms diversify into original programming, the trends recognized under the collaborative
filtering system direct their creative development. Identifying gaps where consumers have an
obvious interest, but not much of the available content caters to that interest, generates
opportunities uniquely limited in risk. The algorithms then serve another purpose in this case,
offering a no-cost advertising campaign for their in-house productions (Anderson 110).
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Therefore, online distributors utilize their technological infrastructure to better target
niche demographics with unconventional content. Access to individuals’ tastes and preferences
through data analytics personalizes recommendations according to their previous consumption
behavior, a convenient service that monetizes fringe titles. Such tools exemplify the creative
freedom of Amazon Studios from the influence of the mass audience or the blockbuster: the
success of any one film or series matters little when measuring the value of their media library in
gratuity (Schlissel). Adapting the disruptive business models introduced by television and home
video for the contemporary media landscape, Amazon Studios utilizes their technological
resources to cater to the fragmented marketplace of niche tastes in direct competition with
Hollywood.
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Chapter Two: Industry Dynamics of Risk Mitigation

The previous chapter discussed the entrance of internet-based companies into the digital
media space through their monetization of the increasingly fragmented marketplace. This chapter
builds upon that logic to examine why the legacy media approach to production and marketing
limits its ability to compete with digital media’s niche content. Hollywood risk mitigation
strategies such as rigid social networks that dictate negotiations as well as generalizations about
the mainstream audience ensure the longevity of generic narrative tropes. Technological
companies, on the other hand, replace speculation with objective observation of consumption
data through their digital platform. Behavioral insights, rather than socially validated intuition,
drive creative decision-making. In order to legitimize their innovative methods, digital media
lobbies heavily for critical acclaim, ensuring the positive reception of their content among both
audiences and industry insiders alike.

Built on the aforementioned superficial social and narrative structures in order to best
capture the mass audience, fragmentation significantly lessens the efficacy of the Hollywood
conglomerate business model. Unable to adjust to the changing marketplace, they respond to
market pressures against their traditional industry practices through risk mitigation strategies,
policies that counter the uncertainty of demand forecasting at the expense of inventiveness and
creativity. Fortifying their rigid social structure and implementing antiquated mass marketing
techniques, legacy media resists the competition through reinforcement of their own core
competencies rather than adjust to the shifting media landscape. As Amazon Studios’ head of
marketing and distribution claimed in a recent interview with Variety, “the way it was going was
not sustainable. There were fewer buyers; the budgets were being cut. Everybody was being
really risk averse” (Lang). Seizing the opportunity, Amazon Studios provided the creative
alternatives so lacking in Hollywood.

Rather than change creative development structures that cannot withstand the new
competition, Hollywood manages risk by cutting overhead costs and investing in marketing
generic films. For example, 21% Century Fox now offers a generous benefit package in exchange
for resignation in their plans to reduce staff overhead by $250 million by July 2017 (Littleton). In
doing so, they reduce their talent without lowering the costs of business, detracting resources
rather than gaining a competitive advantage. Furthermore, marketing costs grew from $12.4
million per studio film in 1980 to $36 million in 2007 in order to convince audiences to adhere to
traditional distribution windows, but theaters report lower viewership each year (McClintock).
Although on the surface that strategy mimics online distributors’ low-cost structure, they do not
have access to the same technologies that contribute to profitability. Hollywood must therefore
compensate for the financial risks of production that diversifying industries need not consider.

Technological companies greatly benefit from this release of commercial pressures on
their creative decision-making. The very nature of the internet as an open platform lowers the
cost of entry for smaller production companies that could then compete with the major studios on
their quality of content, rather than their budget and advertising capabilities (Ellingsen 109). The
utilization of other revenue sources to finance production frees them from the restrictive risk
mitigation strategies often associated with the high capital costs of Hollywood productions.
Amazon Studios, for example, feeds profits from its parent e-retailer department into media
production investment. In doing so, they spread fixed costs across a large membership base,
creating economies of scale even as they diversify their businesses. As a result, their creative
development teams work within a flexible budget that lessens the restrictive nature of pragmatic
considerations on creative the creative development process.
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As such, the low-cost and data-driven infrastructure of technological companies highly
incentivizes creative risks. The potentially infinite size of online media libraries, for example,
provide a safety net through licensing fees that compensate for the high sunk costs of production
(Havens 19). Much like the golden age of television, in which mass distribution significantly
lowered marginal costs, online distributors allocate that cost advantage to creative exploration
(Lotz 149). Whereas legacy media cable company HBO spent $2 billion on content in 2015,
Netflix announced plans to invest $6 billion in 2016 (Salapa). Data analytics further inform those
endeavors, shaping the themes and genres of original projects in accordance with consumer
tastes and accurate demand forecasting (Franklin 105). That insistence on deviation from the
Hollywood narrative standard imparts their content with novelty that ultimately contributes to
their incredible popularity.

Conversely, legacy media companies operate under commercial pressures imposed
because of their reliance on the mass audience for profitability. In order to combat those financial
risks, they cultivated rigid social networks that guide their creative processes. For instance,
creative professionals such as screenwriters must first acquire a talent agent that represents their
work to major studio executives. Otherwise, their legitimacy is compromised and their work
often passed over. The relationships developed between talent agencies and studio executives
thus often dictate which projects receive the most attention. Within the studios themselves,
green-lighting discussions operate within the parameters set by hierarchies of command across
both creative and business departments (Caldwell 135). The crossover results in a power struggle
of creative and financial priorities that complicates the green-lighting process.

In the case of film in particular, studios follow a militarized routine in which the social
hierarchy rules the advocacy and opposition to incoming projects. Because much of that
authority resides with above-the-line executives rather than below-the-line technical workers, the
financial prospects of potential scripts rules the green-lighting process. Creative personnel such
as the director and cinematographer essentially act as the narrative architects, executing the
visions of business professionals unversed in exploratory creative practices (Schatz 50). Their
input thus only contributes to the project as an enhancement of a pre-established story and
overall market strategy (51). The creative power driving Hollywood productions, then, remains
stagnant in the traditional methods imposed under high-ranking executives.

As such, legacy media remains firmly rooted in the gatekeeper framework, in which key
marketing executives determine the economic viability of incoming scripts through third party
market research and dialogues with various distributors and exhibitors through the supply chain
(Franklin 103). However, much of that data originates from self-reported behavior tracked along
non-standard metrics, jumpstarting potentially invalid insights that misrepresent the true nature
of the market. Even when interpreted correctly, social distance between Hollywood departments
limits their influence on the final production (Wasser 25). As a result, studio heads often oversee
production and operations with little understanding of the green-lighting process or the vision of
business professionals. Such lack of valid research and coordination between departments often
destroy the creative merits of promising scripts to achieve profitable distribution.

For instance, the prolific George Clooney’s $180 million live-action, science fiction film
Tomorrowland (2015) opened Memorial Day weekend to $33 million at the domestic box office,
but fell a whopping 60% the following weekend for a total haul of $63 million (Box Office
Mojo). After splitting revenues with theaters, the film failed to break even at $209,000 in total
profit over a 17-week theatrical run, ultimately convincing producer Walt Disney Company to
halt production on a similarly promoted franchise, 7ron (Ford). Because the legacy studio only
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has access to box office receipts, third party ratings, and critical reception in order to determine
the success of their works, they cannot pinpoint the key variable in their content’s unprofitability.
Anxious about the growing competition in the entertainment industry, they regularly revert to
traditional models in the face of uncertainty.

The embodiment of such standards in the entertainment industry does not restrict itself to
the conglomerate. The social hierarchy extends beyond production facilities to corporate offices,
talent agencies, post-production services, brand consultancies, and even law firms (Ortner 176).
The convoluted network of relationships governs the creative development process and exposes
the auteur system, in which marketing executives constrain recognition of creative professionals
to only the well-known in order to increase mainstream appeal without overwhelming audiences
with information (Sullivan 39). Hollywood, then, treats their auteurs as marketing gimmicks to
present a more unified image of the production process to the public, often masking the efforts of
technical workers in the process. In this manner, the legacy media industry depends on social
rigidity to maintain its fagade as the origin of artistic and passionate visions when, in fact,
economic viability always remains the primary priority (Caldwell 146).

Built upon the complex social infrastructures of the entertainment industry, Los Angeles
amasses the social networks of creative professionals, production studios, and talent agencies
within a 7 %2 mile radius from Hollywood (Scott 192-4). That concentration of talent limits
communication of ideas to those operating within the region, attracting even digital media
companies such as Amazon Studios and Hulu. However, the imbalance of power within Los
Angeles fosters the groupthink phenomenon, in which like-minded thinkers corroborate each
other’s views and reject alternative possibilities because they do not conform to the collectively
agreed upon ideology (Zafirau 195). Industry-specific language through trade journals and
publications only exacerbate the social distance between those producers and their audiences.
Nevertheless, executives fuel their popularity in order to maintain the public perception of
Hollywood magic.

Well-established online distributors, on the other hand, poach key talent from Los
Angeles, but headquarter themselves in remote locations that ultimately change the quality and
diversity of their workforce (Christian 347). Liberation from the media-centric city contributes to
their unconventional approach to creative development and business practices. For example,
Netflix’s Los Gatos location is 335 miles away from Hollywood, and YouTube’s San Bruno
headquarters 370 miles away. That distance frees them from a highly specialized locale, thus
integrating their work process with new perspectives cultivated by other industries. They
exercise the flexibility of their cross-brand reach, eluding network-affiliate conflicts of interest
when transitioning into new distribution windows (Lotz 141). They therefore evade the business
of relationships and enter the business of creative exploration in a revitalized approach to
creative development.

Amazon Studios occupies a unique middle ground between the accessible talent in Los
Angeles and the diversity of perspective outside the city’s borders. The bulk of their creative
development team resides in Sherman Oaks, within 15 miles of Hollywood. Moreover, much of
their production work takes place in the region; author Michael Connelly actually insisted that
Amazon Studios shoot all ten episodes of their series adaptation Bosch (2014—) in Los Angeles
(Jarvey). As competition for top creative talent intensifies in the era of peak television, that
location offers a strategic advantage in hiring experienced show-runners and casting talented
actors. Their unique creative approach and efficiency, discussed further in chapter four, attracts
those weary of Hollywood bureaucracy. Legacy media companies recognize that intrusion,
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casting directors even publically bemoaning the competition in an exclusive with the Hollywood
Reporter in March 2016 (Goldberg).

However, those creative professionals operate under a small division of the conglomerate
Amazon, which is headquartered in Seattle. Transmedia operations that require communication
between Amazon Studios and other departments, discussed further in chapters three and four,
facilitates the flow of information throughout the organization. As ideas move through the
corporate hierarchy, commentary from a diverse range of perspectives reduce the impact of
groupthink on projects originating from Amazon Studios’ Los Angeles offices. Creative
endeavors thus evolve to reflect their national consumer base more so than the regional
preferences of the entertainment capital. Therefore, Amazon Studios’ residence in Sherman Oaks
provides access to high quality creative resources and talent without the disadvantages of
groupthink.

Whereas Hollywood scripts often disappear in bureaucratic attempts at risk mitigation,
technological companies maximize the efficiency of their green-lighting process through data
analysis that directs and supports team discussions (Christian 346). Because they accumulate raw
data tracking actual consumption behavior directly via their digital platform, they derive original
insights based on company-standard metrics that ultimately increase the viability of their
conclusions (Schultz). Rather than search for data that supports a particular script, creative
development teams pitch ideas that build off markets already identified in the existing data
(Anderson 107). In doing so, they avoid subjective evaluation of scripts according to traditional
narrative structures in favor of an objective determination of key opportunities and the creative
direction that most fulfills them.

Such a seemingly objective process depends heavily on data-driven evaluation of niche
cultures, identifying gaps in content that appeal to overlooked subgroups of consumers. The
focus shifts, then, from succumbing to commercial pressures and standardized form to providing
content in accordance with viewer preferences (Christian 346). Identifying key opportunity gaps
between available content and exhibited interests, digital platforms fill that detected void with
original programming (Havens 132). Contrary to popular belief among legacy media insiders,
that attention to fringe preferences does not impose constraints on consumption levels. Audience
analytics not only indicate the formal structures and themes most appealing to viewers, but also
forecasts the number of current subscribers that fall under that category of interest. As such,
digital platforms shape their content for the largest possible niche audience, actually increasing
consumption through their acceptance of well-informed, calculated risks.

For instance, many television critics hastened to label Amazon Studios’ original series
Mozart in the Jungle (2014—) as niche because of its premise on the classical music industry
(Nededog). The unconventional focus did little to dampen interest; the first season accumulated
over 30,000 reviews, 73% of which rated the series with five stars (Amazon). In fact, consumers
often celebrated the originality of the supposedly non-mainstream series. Those with experience
as musicians described their passion for the orchestra, indicative of Amazon Studios’ accuracy in
assessing consumer tastes prior to production. Nevertheless, review comments such as “classical
music is very hip it seems” and “now everyone will want to be an oboe player” actually suggest
that the series has inspired viewers with new interests. The point of relevance, then, depends not
on the premise, but on a properly executed story with universal themes.

Lacking the raw consumption data of online distributors, legacy media companies must
mitigate the risks of inaccurate demand forecasting through alternative methods. The dominant
strategy of conglomerate Hollywood utilizes mass marketing techniques to intentionally
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overproduce content in an effort to inflate prices and capitalize on volume (Havens 133). They
then advertise heavily for the loss-leading theatrical release with the expectation of substantial
returns from ancillary markets in the long run (Christian 342). Promoting their content through
branded merchandise rather than theaters, then, legacy media monetizes their creative endeavors
through brand recognition more so than the quality of the content itself.

Such a promotional strategy actively disseminates information about a particular product
at the point of purchase rather than responds to current market conditions. In the case of the
entertainment industry, push marketing most overtly devotes itself to the franchise blockbuster,
despite the diminishing marginal returns of each subsequent film. The widely popular Hunger
Games (2012), for example, grossed an astounding $408 million for a 523% return on investment
for Lionsgate (Box Office Mojo). The sequel Catching Fire (2013), however, came to the screen
with a 40% larger budget, but an 11% drop in profit. Still, the studio chose to lengthen the trilogy
into four films, resulting in a 77% drop in profits despite a 51% increase in budget over the
course of the franchise. Although profitable, each subsequent film suffered from substantially
lower returns on investment that would be better allocated elsewhere.

The franchise continued not for the theatrical release, then, but in pursuit of merchandise
revenues. In 2013 alone, the film and television merchandise industry hit $51.4 billion with
royalties hitting a peak of $2.66 billion (Cunningham). Lionsgate capitalized on those gains in
partnership with manufacturer National Entertainment Collectables Association and retailer Hot
Topic to release licensed Hunger Games merchandise (Carpenter). Building on the symbolism
from first film and the pre-existing book series, which sold 26 million copies in 47 languages,
that merchandise reached an audience much larger than those seen at the box office. The success
of the Hunger Games franchise in ancillary markets even pressed Lionsgate to add thirty new
merchandising partners after the first installment, the largest deal of its kind ever handled by
their internal consumer products team (McNary).

Recognizing the resounding success of the first film, the studio’s strategy in continuing
the franchise balances the highly predictable, albeit lesser, returns from the sequels over the
riskiness of a novel production. And so they increase each sequel’s budget and expand into
merchandising to compensate for diminishing interest as the franchise continues past its initial
popularity into the realm of cliché. In fact, not only did the final film in the Hunger Games
franchise perform the poorest at the box office, but it also garnered a significant decrease in
mentions on social networking sites Facebook and Twitter in comparison to its predecessors
(Lang). Nevertheless, Hollywood’s tendency to mitigate risk through the loss-leading theatrical
release and profitable ancillary markets ensured the continuation of the redundant franchise to its
bitter end, arguably at a severe loss to the quality of content currently available through
Hollywood producers.

Legacy media also perpetuates the push marketing strategy through their star system,
typecasting actors in order to signal the overall tone and quality of upcoming films or television
series (Havens 127). Even the standard high-concept pitch often casts stars to ground the plot in
the recognizable style imparted at the very mention of celebrity brands (McDonald 108). The
balance of power in Hollywood, then, often tilts in favor of the coveted star, both inflating their
salaries to the detriment of production budgets as well as placing unnecessary pressure on the
studio to maintain the celebrity’s public image in accordance with their screen presence (33).
Such high costs and risks distract studios from creative development, allocating scarce resources
to their stars rather than the potency of their medium.
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However, such overreliance on the star system often works to their detriment. Chris
Hemsworth of franchise fame in Thor (2011), The Avengers (2012), The Dark World (2013), and
Age of Ultron (2015), for example, failed dismally at the box office when participating in other
endeavors (Robehmed). His starring role in Blackhat (2015) grossed $8 million, an 88.6% profit
loss from $70 million in production costs alone (Box Office Mojo). Nevertheless, studios
attempted to capitalize on his star power to promote $100 million /n the Heart of the Sea (2015),
disappointed to find an opening weekend gross of $11 million in 3,103 theaters and average
ticket revenue of only $3,562 per theater. Financial analysts attributed the severe loss to
disinterest from younger audiences; CinemaScore exit polls indicate that over 45% of the film’s
moviegoers were over the age of 50 (McClintock). Such a generation gap illustrates how the
consumption behavior of younger audiences reduces the potency of star power as an effective
marketing tool.

Whereas legacy media relies heavily on typecasting creative professionals such as
directors and writers to better communicate the tone of upcoming films or series, the digital
media industry cultivates celebrities rather than cast successful stars. Doing so lowers their costs
and places the focus of creative development not on the branded performance style of the star,
but on the artistic progression of the content itself (McDonald 11). Amazon Studios, for
example, democratized the creative process when it began accepting amateur submissions not yet
represented through a talent agency. In fact, their FAQ page promises that although they do not
provide their talent with an agent or manager directly, they work to “help talented writers and
filmmakers get the attention of the Hollywood community,” which ultimately develops a
“financially lucrative learning process” (Anonymous Producer). Consequentially, they value
their employees’ performance much more so than their social capital, prioritizing the intentions
of the original script over any single professional’s style or reputation.

Technological companies thus look to critical acclaim to perform the same marketing
function as Hollywood’s star system. Awards considered the arbiter of quality within the
entertainment industry lend their original programming credibility unattainable through other
means. In the case of films, the standard subscription model of online distributors precludes the
public from ascertaining the financial gains of any individual title. In the case of television
series, most technological companies abstain from publishing ratings or other figures that point
to the popularity of a particular show, citing that the size of the audience rarely denotes the
quality of the content. Because film critics are notoriously inconsistent, often providing mixed
reviews, digital media caters to the Golden Globes, Oscars, SAG Awards, and Emmys to provide
legitimacy to their productions.

Online distributors recently declared their intentions regarding critical acclaim through
their amended distribution strategy for original films. The Academy of Motion Picture Arts and
Sciences do not accept film submissions for an academy award unless it first completes the
traditional theatrical run (Kilday). Because critical acclaim so contributes to digital distributors’
credibility as producers, they grant a limited release for their films at the box office despite
lukewarm financial gains. Netflix film Beasts of No Nation (2015), for example, grossed only
$51,000 on opening weekend because most theaters refused to show a film with a simultaneous
streaming debut. However, Chief Content Officer Ted Sarandos revealed that it attracted three
million North American streaming viewers. Designed for the niche audience, Netflix did not
expect to profit from ticket revenues, but nevertheless chose to distribute in theaters in order to
qualify for awards. Their gamble ultimately proved successful, beating out films from popular
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producers Fox Searchlight, Weinstein Co., and Focus Features for the 2015 SAG Award
nomination for best ensemble (Setoodeh).

Technological companies reap the rewards for their efforts, Netflix leading the 2015
Golden Globe Nominations with eight total, overtaking incumbent HBO’s 14-year winning
streak for the largest number of nominations (Hibberd). In fact, four of the six nominees for best
comedy or musical series originated from streaming services, including Amazon Studios’ Mozart
in the Jungle (2014—) and Transparent (2014—), Netflix’s Orange is the New Black (2013—),
and Hulu’s Casual (2015—) (D’Addario). Moreover, a third of all television nominations
credited the three aforementioned streaming services, the remaining two thirds allocated to the a
total of twelve other networks. In other words, streaming services averaged nearly five
nominations apiece, more than double legacy media companies’ average of two nominations
apiece.

Although Netflix jumpstarted digital media ambitions for critical acclaim, other online
distributors also recently captured the attention of the Emmys. Amazon Studios’ Transparent
garnered 11 nominations, the most of any comedy series in 2015 (Littleton). They went on to win
five Emmys in comparison to Netflix’s four, whereas in 2014 they received no nominations in
comparison to Netflix’s whopping 31 nominations (Huddleston). As such, Amazon Studios
surpassed Netflix in Emmys within the space of a single year, despite the fact that they had a
third the nominations of their competitor. The rising quality and critical acclaim of other online
distributors establish the technology industry as a fully integrated, legitimate component of the
contemporary entertainment industry.

The legitimization of technological companies through authoritative bodies governed by
Hollywood breaks the social barriers so characteristic of the entertainment industry. Now fully
considered dominant competitors to legacy media, online distributors have the chance to poach
creative talent once reserved only for the major studios (Lynch). Legacy media companies
recognize the competition; 20" Century Fox TV casting director Sharon Klein claiming in a fit of
passion, “If I hear one more time that so-and-so has a straight-to-series offer for a Netflix show,
I’'m going to shoot myself!” (Goldberg). ABC casting director Ayo Davis also lamented Idris
Elba’s lack of availability during production of Netflix’s Beasts of No Nation (2015). Therefore,
the technology industry operates as a source of competition for both audiences’ screen time as
well as Hollywood’s creative resources. Because digital media companies often operate
independently of the studio system, their intrusions into the talent market limit the influence of
the social hierarchy in risk mitigation.

As such, the industry dynamics between legacy and digital media dictate their divergent
approaches to creative development and marketing strategies. Online distributors need not
compensate for the same degree of financial risk as the major studios, and therefore devote their
efforts to the monetization of overlooked niche audiences. Free from risk mitigation practices
apparent in formulaic Hollywood narrative techniques, the technology industry differentiates
itself in the competitive marketplace through creative risks that attract the attention of critics and
consumers alike. That legitimization disables their amateur status, posing a significant threat to
the antiquated business models of legacy media. Technological companies such as Amazon
Studios thus herald a flexible and innovative approach to creative development and marketing
strategies.
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Chapter Three: The Feedback Loop

The previous chapters analyzed the market conditions and resulting business models that
arose from the diversification of the technology industry into entertainment. Building upon that
foundation, this chapter investigates the consequences of their presence on the consumer-
producer relationship. The internet operates as a highly interactive medium, cultivating online
fan communities that both watch and discuss media with fellow aficionados. Online distributors’
occupation of the internet guarantees the resources necessary to utilize that user-generated
information as a feedback mechanism, as seen in Amazon Studios’ measurement of audience
engagement and implementation of transmedia storytelling strategies. Responding directly to the
consumer in such a manner builds a loyal consumer base that draws viewers away from
traditional distribution windows in favor of digital platforms.

That preference stems from the differences in audience interaction with digital media
content as opposed to traditional media content. The introduction of technological companies
into the entertainment industry intensifies the active audience, in which consumers determine the
manner by which they interact with media content. The development of user interfaces,
recommendation algorithms, and review requests instituted on digital platforms all contribute to
audience engagement that ultimately influences the creative process. Amazon Studios values that
consumer-producer relationship so highly, in fact, that they refuse to green-light pilots for a full
season until they have received substantial user feedback in favor of the series’ continuation. At
their behest, viewers integrate themselves into the creative process, achieving gratification when
the producer responds to their demands through their original programming.

Technological advances in digital media distribution and exhibition through internet
streaming and online media libraries popularized an interface that allows users to interact and
manipulate their media environment in accordance with their needs (Bakker 87). Viewers thus
actively control the methods through which they access content, consciously making decisions
that convert them into active shoppers (Herbert 3). An active audience, in that sense, participates
heavily with the content at their disposal, creating a multi-dimensional flow of signals between
the digital platform and the user. Although producers no longer dictate the discussion of popular
content, that lack of control ironically presents an incredible opportunity to utilize consumer
feedback.

Viewers often extend that active engagement with the content interface to a second
screen, searching for information pertinent to the franchise or television series of interest. The
result, multi-screen viewership, allows audiences to both watch digital media content and seek
information about that content simultaneously (Phalen 144). This shift in shopping habits builds
a new consumer-producer dynamic, in which studios no longer have the same influence over
how target audiences come upon their works. Nor do they have control over the messaging
associated with their own content, especially as consumers take full advantage of user-generated
content and third party review sites such as Rotten Tomatoes and The AV Club. The growing
popularity of those resources reduces the impact of legacy media marketing efforts such as TV
guides and trailers in favor of a consumer-driven network. In the digital age, consumers have the
power of search and, consequently, the power of choice.

However, that same phenomenon provides technological companies with a key advantage
in that they could use the aforementioned online resources to direct consumers to their own
digital platforms. In their occupation of the digital space, then, internet-based companies acquire
control over users even as legacy media loses their hold on audiences (Schlissel). For instance,
the digital distribution arm HBO Now requires a subscription to even access the user interface
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and browse their available programming. Amazon Studios, on the other hand, directs traffic from
their e-retailing site to their streaming content. Because their recommendation algorithm works
across departments, browsing non-media areas of the site may still instigate recommendations
for their media content. Doing so places the power of search and choice in the hands of the
consumer, while still drawing their attention to Amazon Originals.

As viewers gain access to more information, they grow entangled with the characters and
storylines until they form an intimate connection with that content. Investment into the original
story encourages further exploration into online fan communities that provide viewers with the
chance to interact with characters, read interviews with actors, peruse production rumors, submit
fan theories, and catch up on major plot points (Jenkins “Convergence” 118-9). Regardless of
their degree of engagement, the social process of knowledge acquisition creates a dynamic and
participatory community devoted to insightful discussion (54). A certain social validation and
empowerment results from the connections developed between like-minded loyalists, and
amplifies that emotional connection with the content itself.

That fan culture “encourages broad participation, grassroots creativity, and a bartering
gift economy. This is what happens when consumers take media into their own hands” (Kozinets
208). Asynchronous participation in such a community eliminates the need to decode the content
in real time, lending itself to the delayed viewership trends often associated with digital
distribution channels. Viewers access content via their preferred platform, fully digest the
information and its implications, then access the fan base for a more profound discussion of key
points (Jenkins “Spreadable Media” 69). Not only does such a system feed into the displaced
timing of video streaming services among popular digital media platforms, it also gives
audiences the opportunity to archive the most pertinent information about the content at hand for
ongoing analysis and commentary with new viewers.

Thus, the degree of engagement with series such as Doctor Who (2005—), Community
(2009-2015), and The Walking Dead (2010—) reach the nation’s social consciousness through
fervent fan cultures more so than high ratings. For example, CW renewed Supernatural (2005—)
for its tenth season in 2015 despite attracting only 3 million viewers on average (Ulaby). Its
continuation lies in the devotion of its fan base on social media networks, garnering almost as
many likes on Facebook as NCIS (2003—), which boasts six times the audience. Moreover,
leading men Jared Padalecki and Jensen Ackles inspire more Tumblr blog posts than any other
actor, exempting Benedict Cumberbatch. Well-suited for fan fiction, the complicated plot lines
and intricate details of Supernatural reign supreme as the second most popular television show
on fan fiction’s largest website. The rise of online fan cultures places the power of direct
consumer-producer interaction in the hands of digital media, able to perform the same function
as the producers of Supernatural at lower cost and greater skill.

Legacy media, on the other hand, struggles to use their limited technological resources to
harness an inherently technological phenomenon. Consequentially, their first response to the
shift in audience dynamics was to erase online discussion forums under copyright laws, but their
legal suits were quickly overruled under the first amendment (Jenkins “Convergence” 138). They
then developed their own sites to disseminate little tidbits about their most popular shows, but
existing fan communities already accomplished the same goal under a pre-instated network, and
Hollywood simply could not break that social barrier. Ultimately, legacy media companies’
inability to understand the permeation and importance of online fan communities led them to
largely ignore the trend (141). Restricted by standardized production and distribution models,
they could not effectively