Marketing Violent Entertainment
to Children:

A Fourth Follow-up Review of
Industry Practices in the Motion Picture,
Music Recording & Electronic Game Industries

A Report to Congress

Federal Trade Commission

July 2004




FEDERAL TRADE COMMISSION

Timothy J. Muris, Chairman
Mozelle W. Thompson, Commissioner
Orson Swindle, Commissioner
Thomas B. Leary, Commissioner
Pamela Jones Harbour, Commissioner

Report Contributors

Richard F. Kelly, Bureau of Consumer Protection, Division of Advertising Practices
Elizabeth Delaney, Bureau of Consumer Protection, Division of Advertising Practices

Kial Young, Bureau of Consumer Protection, Division of Advertising Practices

Mark Eichorn, Bureau of Consumer Protection, Division of Advertising Practices

Lesley A. Fair, Bureau of Consumer Protection, Division of Advertising Practices

Mary K. Engle, Associate Director, Bureau of Consumer Protection, Division of Advertising
Practices.

Assistants

Sallie Schools, Bureau of Consumer Protection, Division of Advertising Practices
Katherine Zownir, Bureau of Consumer Protection, Division of Advertising Practices
Kerry Constabile, Bureau of Consumer Protection

Stefano Sciolli, Bureau of Economics

Interns

Chadwick Crutchfield, Bureau of Consumer Protection, Division of Advertising Practices
Jamie Gentry, Bureau of Consumer Protection, Division of Advertising Practices
Nicholas A. James, Bureau of Consumer Protection, Division of Advertising Practices
Jonathan Longobardi, Bureau of Consumer Protection, Division of Advertising Practices



Marketing Violent Entertainment
to Children:

A Fourth Follow-up Review of
Industry Practices in the Motion Picture,
Music Recording & Electronic Game Industries

A Report to Congress

Federal Trade Commission
July 2004






Contents

EXECULIVE SUMIMATY ......ooiiiiiiiiiiiiiiii ettt ettt e e e ettt ee e e s aaeeeeesaaeeeeansseeeeessssaeesenssseeeesnnsaeeesnnsses i
Lo INErOAUCTION. ..ottt ettt ettt e e bt e et e e s bt e e sabteesabeeeeabeeeaeeas 1
A. Commission Reports on Marketing Violent Entertainment to Children .............ccccoecviieiiiennen.. 1
B. Sources of Information for this REepOrt .........cccuiiiiiiioiiieeee e 1
T, MIOTHON PICTUIES .....oooniiiiiiiiiiieee et ettt et e et e et e e st e e st e e sabeeesabeeeeaeees 2
A. Marketing to Children: Advertising Placement .............cccoeeviiieiiiiiciieeee e 2
1. Self-regulatory programs restricting placement of advertising in media popular with
CRILATEN ettt ettt e st et e s it e et esnee e 2
2. Advertising placements: CUITENT PrACLICES ......cceeeriureeeiuieerreeeiieeeereeeeereesreeesreeesseeessseeennns 3
B. Ratings and Reasons for Ratings in AAVETtiISING ........cceeeviieiiiieeiiieeeiee et eieeeeveeeeree v 6
1. Self-regulatory programs governing disclosure of ratings and reasons ...........cccceeveeeeuvennee. 6
2. Advertising of rating information: Current PractiCes ..........ccceevvureervreerveerieeesireeesreeesveeennns 6
C. Efforts to Enforce Rating System in Movie Theaters and at Stores ...........cccccceeeeieeriiieeniieeennenns 9
D. Analysis of Current Industry PractiCes .........ccovuiieiiiiiiiiieeiie et 10
IIL. MUSIC RECOTAINGS.......c..oviiiiiiiiiieeeee et e et e e e sttt e e e eataeeeeensaaeeeesnsseeeeenssseeeennnens 11
A. Marketing to Children: Advertising Placement .............cccceeeiiiieiiiiieniieeeeeeeee e 11
1. Self-regulatory programs restricting placement of advertising in media popular with
CRILATEN ..ttt et sttt et e bt e st e e bt e e neeenbeen 11
2. Advertising placements: CUITENt PrACLICES ....cccveeervieerieeeriieeiieeeireeeeaeeeeireeesreeesseeesaseeens 11
B. Advisory Labels and Reasons for Labels in AdVErtiSing ..........cccccveevieeerieeeiieeeiieeciee e 13
1. Self-regulatory programs governing disclosure of parental advisory label and reasons .....13
2. Advertising of advisory label: current practiCes ..........cccceervueeeiiieeeiieeeiieeeiieeereeeeieeesreeens 13
C. Efforts to Enforce the Labeling System at Point-of-Sale ...........ccccoeeiiiiiiiiiiiiciieeee e, 18
D. Product PACKAZING ......cc.eeiiiiiiiiiieeiie ettt e et e e site e e b e e esaeeeaaeesnseeessseeesnseeenneas 18
E. Analysis of Current Industry PractiCes .........cooiioiiiiiiiiiiiii et 19
IV, ELCCtromic GAIMIES .........coceiiiiiiiiiiiiiiie ettt ettt e et e et e e st e e st e e s bt e e sabeeesaneeeeee 20
A. Marketing to Children: Advertising Placement .............cccceeeiiiieiiiiieniieeeeeeeee e 20
1. Self-regulatory programs restricting placement of advertising in media popular with
ChILATEN et et sttt et et e sate e bt e e neeesee s 20
2. Advertising placements: CUITENE PrACLICES .....cccveeeruirerieeerieeeiieeeieeeeeeaeeeeereeesreeesseeessreeens 20
B. Ratings and Reasons for Ratings in AAVETtiSING ........ccceeecuireriiieeriiieeciee e eree e 23
1. Self-regulatory programs governing disclosure of ratings and reasons ...........c.ccceeveeeeunennn. 23
2. Advertising of rating information: CUrrent PractiCes ..........ccceerveeerveeerveerieeesireeesireeesneens 24
C. Efforts to Enforce the Rating System at Point-of-Sale ..........c.ccocoviieiiiiiiiiiiiee e, 26
D. Product PACKAZING ......ceeeeiuiiiiiiieeiie ettt ettt et e e siae e et e e et e e esaeeseseeessseeesnseeenneas 27
E. Analysis of Current Industry PraCtiCes .........ccovuiieiiiiiiiiieeiie et 28
A 10) 11U 11 11 | WSO PSRTPPTRPRN 28

) 08 11 11 11 ] (L SO TP URPPRRRUPRPP 30




Appendix A: Marketing Violent Entertainment To Children:A Workshop On Industry
Self-regulation

Appendix B: Mystery Shopper Survey
Appendix C: Data Collection Methodology And Television And Print Demographics
Appendix D: Internet Surveys




Executive Summary

In September 2000, the Federal Trade Commission issued a report requested by the President and
Congress entitled, Marketing Violent Entertainment to Children: A Review of Self-Regulation and
Industry Practices in the Motion Picture, Music Recording & Electronic Game Industries. That report
found that these entertainment industries had engaged in widespread marketing of violent movies,
music, and electronic games to children that was inconsistent with the cautionary messages of their
own parental advisories and that undermined parents’ attempts to make informed decisions about their
children’s exposure to violent content. In addition, the Commission found that advertisements for such
products frequently failed to contain rating information. Finally, the Commission reported on the results
of an undercover “mystery” shop by unaccompanied teens, aged 13-16, of retailers and movie theaters.
The young shoppers were able to buy M-rated electronic games and parental advisory-labeled music
recordings 85% of the time and purchase tickets for an R-rated movie almost half (46%) of the time.

In April and December 2001, and in June 2002, the Commission issued follow-up reports in
response to requests from Congressional committees and individual members of Congress. Each report
documented progress by the movie and electronic game industries to limit advertising in popular teen
media, but noted that the music industry had not changed its ad placement practices. In the music
industry’s view, advertising targeted to all ages (including children) is consistent with its parental
advisory labeling program which, unlike the rating programs for movies and electronic games, does not
designate an age for which parental advisory-labeled music may be inappropriate.

In its most recent report, issued in June 2002, the Commission found that the movie and game
industries were in substantial compliance with each industry’s self-regulatory standards governing ad
placements and disclosure of rating information in advertising. At the same time, the Commission found
many examples of advertisements by the movie industry and some advertisements by the electronic
game industry placed on television programs with large numbers of teen viewers, and continued
placement of advertising by the electronic game industry in game enthusiast magazines with large youth
readership. The report also found that the music industry showed virtually no change in its placement of
parental advisory-labeled music ads since the September 2000 Report. Advertisements continued to be
placed on television shows and in print magazines popular with teens. The Commission did find some
improvement in the music industry’s disclosure of labeling information in its advertising.

This Report documents the current state of marketing in the areas addressed in the Commission’s
previous reports. As was the case with the Commission’s December 2001 Report, this Report includes
a review of marketing documents from nine industry members, as well as the results of ongoing
Commission monitoring of advertising practices. In addition, it reports on a Commission-sponsored
Public Workshop held in October 2003 at which industry and consumer groups discussed the state of
self-regulation in each of these industries as well as the results of an undercover “mystery” shopper
survey conducted in the summer of 2003, in which young teens attempted to purchase tickets to R-rated

movies, or buy parental advisory-labeled recordings, R-rated movie DVDs, and M-rated games.




Movies

The Commission’s review of internal marketing documents and ad placements for selected R-rated
films showed that studios did not target advertising for those films at children under 17, and, for the
most part, did not advertise those films in media with an under-17 audience share over 35%. The studios
continue to advertise violent, R-rated films and DVDs on programs with large teen viewership, however.
In addition, some studios have conducted promotions for R-rated films in venues likely to attract
significant numbers of young teens, an apparent resurgence of a practice that previously had decreased.

With respect to the disclosure of film ratings and rating reasons by the motion picture studios, the
Commission finds that current industry practices continue to improve. In television, print, and Internet
website advertising, the studios routinely disclose both ratings and rating reasons for R-rated and PG-13-
rated films and DVDs. Although there remains room for improvement in the legibility of ratings reasons
— particularly in print ads — the studios’ practices in this area generally are commendable. Retailer
advertisements for DVDs, by contrast, often do not contain ratings or reasons at all.

Finally, the Commission’s undercover shopper survey of children’s access to tickets for R-rated
films indicated significant improvement by movie theaters, as only 36% of the 13-16- year-old shoppers
successfully purchased tickets. In contrast, DVD retailers — included for the first time in this survey

— sold R-rated DVDs to 81% of teen shoppers seeking to buy them.

Music

The Commission’s review of ad placements for parental advisory-labeled music showed that the
music industry has substantially curtailed advertising in print media popular with teens but continues
to place ads on television shows with substantial teen audiences, primarily on cable music channels.
Although the Commission found improvement in the music industry’s disclosure of labeling information
in print and television advertising, the industry’s compliance with labeling requirements for product
packaging has improved only slightly since September 2000.

For the first time, the Commission reviewed commercial online music downloading services and
found that all of the services examined provided some sort of advisory about explicit-content music.
Nevertheless, only a third of these services offered a parental control mechanism to exclude explicit-
content labeled recordings. During the Commission’s October 2003 Workshop, the music industry’s
trade association made a commitment to reinforce the importance of consistent parental advisory
descriptors and encourage these online services to implement parental control mechanisms.

The Commission’s undercover shopper survey showed that some progress has been made in
restricting sales of explicit-content labeled recordings to children, particularly among the youngest

shoppers. Nevertheless, 83% of the teenaged shoppers were able to make a purchase.
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Games

For the electronic game industry, the Commission’s ongoing ad monitoring and its review of
company marketing documents found substantial, but not universal, compliance with industry standards
limiting ad placements for M-rated games where children under 17 constitute a certain percentage of
the audience — 35 percent for television and 45 percent for print. Nonetheless, these standards do not
prevent the placement of ads in television programs and in game enthusiast magazines with substantial
teen audiences. Advertising for M-rated games continues to appear in such media.

The Commission also found some instances of the marketing of Teen-rated video games in media
popular with a pre-teen audience. According to the industry’s own description of that rating, such
products are suitable for children who are thirteen and older. Yet, with limited exceptions, the self-
regulatory system for electronic games does not directly address such marketing.

The game industry continues to provide rating information prominently in advertising and on
product packaging. Although some areas still should be improved — e.g., including content descriptors
in television advertising and on the front of product packaging — the game industry’s rating disclosure
requirements go far to ensure that parents have access to rating information when considering product
purchases.

Finally, the Commission’s mystery shopper survey documented some progress by electronic game
retailers in limiting sales to unaccompanied children of M-rated games. Even with that progress,

however, 69% of the young teen shoppers were able to buy such games.

Cross-industry Issues

In the case of all three industries, the Commission’s Public Workshop noted several examples of the
cross-marketing of entertainment media products with diftferent ratings, labels, and intended audiences.
The electronic game industry has adopted some provisions to address aspects of this marketing, and
individual movie studios have placed some restrictions on the marketing to children of licensed products
based on R-rated movies. The question remains unanswered whether some of this cross-marketing

attracts younger children and teens to entertainment media intended for an older audience.

As in prior reports, the Commission offers suggestions for improvements by each of the industries.
Because of First Amendment and other issues, the Commission continues to support private sector
initiatives by industry and individual companies to implement these suggestions.

The Commission will continue to work with industry and parent groups and support efforts to
improve self-regulation and increase education of parents.

Further, as directed by Congress, the Commission will work with video game publishers and
retailers toward ensuring that games rated T and M are marketed or sold to children in a manner
consistent with the rating’s age guideline. The Commission also will undertake efforts to educate

parents about the content included in T and M games. Finally, the Commission has made its toll-free
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consumer complaint line and its website complaint form available for consumer complaints regarding
media violence, and is publicizing to consumers the availability of these complaint mechanisms.
Following implementation of these steps, and a one-year period of monitoring industry practices and

consumer concerns, the Commission believes that a follow-up report would be appropriate.
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l. Introduction
A. Commission Reports on Marketing Violent Entertainment to Children

This is the fifth Commission Report on the marketing to children of violent entertainment products
by the motion picture, music recording, and electronic game industries. The Commission’s prior reports
— the initial report released in September 2000 (“September 2000 Report”), and three smaller follow-
up reviews in April 2001 (“April 2001 Report™), December 2001 (“December 2001 Report”), and
June 2002 (“June 2002 Report”) — were in response to requests from the President and Congress.! The
reports examine whether these three industries promote products that they themselves acknowledge
warrant parental caution in venues where children make up a substantial percentage of the audience.

The September 2000 Report found that industry members routinely targeted children in their
advertising and marketing of violent entertainment products, despite self-regulatory ratings or labels
indicating the products might not be appropriate for children.? The Commission concluded that such
advertising and marketing efforts undermined each industry’s parental advisories and frustrated parents’
attempts to protect their children from possibly inappropriate material. It called upon the industries to
strengthen their self-regulatory programs by: (1) prohibiting target marketing to children and imposing
sanctions for violations; (2) improving self-regulatory programs at the retail level; and (3) increasing
parental awareness of the ratings and labels. Because of First Amendment issues, the Commission
concluded that vigilant self-regulation offers the best approach to helping parents choose what is
appropriate for their children.

The Commission’s three follow-up reviews described the adoption and implementation of new
self-regulatory initiatives by the four industry trade associations — the Motion Picture Association of
America (“MPAA”), the National Association of Theatre Owners (“NATO”), the Recording Industry
Association of America (“RIAA”), and the Interactive Digital Software Association (“IDSA”) (now the
Entertainment Software Association (“ESA”)).> The Commission also reported its findings that although
the movie and electronic game industries had made progress in limiting marketing of R- and M-rated
products to children, the music recording industry had not significantly changed its marketing practices
since the September 2000 Report. The Commission continued to urge the industries to strengthen their
self-regulatory programs.

In releasing the June 2002 Report, the Commission indicated that it would review industry practices

for a year, and then prepare and release an additional report.

B. Sources of Information for this Report

To prepare this Report, the Commission collected information from several sources. As it had done
for each follow-up report, the Commission tracked advertising placements in media popular with youth,
and reviewed advertisements in major media — print and television — to determine whether they included

clear and prominent rating and labeling information. The Commission also reviewed retail packaging




for music products to assess the extent to which the size and placement of the parental advisory label
complied with industry guidelines.

In addition, the Commission reviewed internal company documents provided by nine individual
industry members, including marketing plans for certain R- and PG-13-rated movies, explicit-content
labeled music, and M- and T-rated games released since the Commission’s June 2002 Report. The
company documents describe, among other things, where advertisements were placed and the target
audiences they were intended to reach, the nature and extent of promotional activities used to generate
consumer awareness and interest in the products, and company research.

More specifically, with respect to the motion picture industry, the Commission reviewed marketing
plans for nine R-rated films and three PG-13-rated films released by three major studios between June
2002 and July 2003.* In selecting these films, the Commission chose R- and PG-13-rated movies
whose ratings were based, at least in part, on violent content.” For the music recording industry, the
Commission studied the marketing of 14 explicit-content labeled recordings® released by three major
recording companies over the past year.” For the electronic game industry, the Commission reviewed
the marketing of 18 violent M-rated games and six T-rated games by three of the major companies in the
marketplace.® The Commission selected M-rated games issued in the last year.’

In addition, in the summer of 2003, the Commission undertook an undercover shopper survey — as it
had done for its September 2000 and December 2001 Reports — to determine whether progress has been
made in limiting the sale to children of products rated or labeled as potentially inappropriate for them
without their parents’ consent. Finally, on October 29, 2003, the Commission held a one-day public
workshop, at which representatives from consumer and parents’ groups as well as each of the industries’
major trade and retailer associations — the MPAA, the RIAA, the ESA, the NATO, the Entertainment
Software Rating Board (“ESRB”), the National Association of Recording Merchandisers (“NARM?”),
the Interactive Entertainment Merchants Association (“IEMA”), and the Video Software Dealers

Association (“VSDA”) — discussed and debated the success of self-regulation in each of these industries.

ll. Motion Pictures
A. Marketing to Children: Advertising Placement

1. Self-regulatory programs restricting placement of advertising in media popular
with children

In its September 2000 Report, the Commission found that the motion picture industry had engaged
in extensive marketing of violent R-rated movies to children under 17."° In response to the report and
the Commission’s recommendations, the MPAA implemented 12 initiatives.!" Among the Initiatives
was a promise that each member studio would “review its marketing and advertising practices in order
to further the goal of not inappropriately specifically targeting children in its advertising of films rated
R for violence.”'? In addition, the studios pledged to “request theater owners not to show trailers

advertising films rated R for violence in connection with the exhibition of its G-rated films.”"?




Several individual motion picture studios undertook additional steps to respond to the Commission’s
report. For example, three studios announced that they would not advertise R-rated movies in media
with an under-17 audience of more than 35%,'* and many pledged not to attach trailers for violent
R-rated movies to PG-rated movies. Members of the NATO similarly pledged not to show trailers

advertising R-rated films in connection with any G- or PG-rated feature film."

2. Advertising placements: current practices

a. Television advertising

The Commission has previously noted that most moviegoers, and teens in particular, become
aware of movies through television ads.'® Accordingly, the Commission has recommended that the
film industry prohibit advertising of R-rated films in media with a substantial under-17 audience. In
response, several studios committed to avoid advertising in media with an under-17 audience of more
than 35%,'” and other studios instituted alternative policies intended to curb the advertising of R-rated
films to children.'®

In its June 2002 Report, the Commission reported that studios had largely complied with their
pledges not to advertise films rated R for violence on television programs with an under-17 audience of
35% or more."

For this Report, the Commission reviewed motion picture advertising during an eight-week period
and found that the studios continue to advertise violent, R-rated films on television programs popular
among teens.”’ For example, Warner Bros.” The Matrix Reloaded was advertised on WWE Smackdown?'
and BET’s Rap City, Fox’s Wrong Turn was advertised on BET’s 106" & Park, and Columbia’s Identity
was advertised on MTV’s Direct Effect. In all, the Commission found 59 ads for seven films rated R
for violence on programs popular with teens during the monitored time period.”> The Commission also
monitored the advertising of home video and DVD releases on the same programs, but did not find any
television ads for violent, R-rated videos.?

The Commission’s review of first-airing data for the time period June 2002 through early September
2003 revealed 19 instances in which a studio first aired an advertisement for a violent R-rated film or
DVD/home video release on a program popular with teens.>* Examples include ads for Universal’s
8 Mile on The Bernie Mac Show, Miramax’s Confessions of a Dangerous Mind on The Simpsons,
Paramount’s The Hunted on WWE Smackdown, and MGM’s Jeepers Creepers 2 on The Simpsons.

Similarly, data received from the Parents Television Council further confirmed the Commission’s
finding that studios continue to advertise films rated R for violence on some of the programs most
popular with youth audiences.*® Among the films and DVD releases advertised on these programs were
Fox’s Wrong Turn, New Line Cinema’s Final Destination 2, Sony Picture’s Bad Boys 2, and Warner
Bros.” Cradle 2 the Grave.*

Finally, the Commission’s review of documents from three motion picture studios yielded similar
findings.”” Consistent with policies implemented by the studios following the Commission’s September
2000 Report,”® media plans submitted for this Report indicated that the studios did not specifically
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target advertising for R-rated films at children under 17. In fact, documents relating to the studied
R-rated films uniformly identified the films’ target audiences as comprising persons aged 18 years and
older. Nonetheless, the Commission found that one studio advertised two of its R-rated violent films

on BET’s Rap City and 106" & Park — programs that were disqualified under the studio’s own policy of
not advertising on programs with an under-17 audience of more than 35%.” Moreover, the documents
indicate that the studios have continued to place advertisements for violent R-rated movies on other
programs with substantial youth audiences, including Cedric the Entertainer, Smallville, The Bernie
Mac Show, and WWE Smackdown. Notably, another studio advertised two of its R-rated films on a few
television shows it had specifically targeted for “teen burst” and “families” advertising for a PG-13-rated

film.*°

b. Print and radio advertising

The Commission’s review of print and radio advertising showed that the studios continue to
limit ad placement for violent R-rated films. In its September 2000 Report, the Commission found
that studios advertised their R-rated films in youth-oriented publications,’! and, in subsequent
reports, the Commission has noted significant improvement in this area.>* For this Report, the
Commission monitored advertisements in the June 2002 through October 2003 issues of 13 magazines
with substantial or majority youth audiences,** and, as in the June 2002 Report, found no studio
advertisements for R-rated movies currently running in theaters. The monitoring did reveal, however,
that DVDs for Lions Gate’s House of 1000 Corpses and New Line’s A Man Apart, two films rated R for
violence, were advertised in World Wrestling Entertainment Magazine, a magazine with a substantial
youth audience.*

The Commission’s review of the three studios’ media plans did not reveal any plans to advertise
R-rated films in youth-oriented publications. Two of the three studios have compiled lists of youth-
oriented magazines that the studios deemed inappropriate for ads for R-rated films, and the third studio
has a policy not to advertise or market R-rated films in any publication with an under-17 audience of
35% or higher.*

Similarly, with respect to radio advertising, the three studios’ media plans did not indicate that they
specifically targeted under-17 audiences for advertising R-rated films. One of the studios collected
audience demographic data for radio programming and sought to avoid advertising its R-rated films
during time periods on certain stations when the audience share of children under 17 likely exceeded
35%. This studio also sent letters to radio stations requesting that promotional ads for one of its R-rated

films not air during programs with a 35% or higher under-17 audience.

c. Trailers

In its September 2000 Report, the Commission found that trailers for R-rated films were shown to
audiences containing substantial numbers of youngsters attending PG-13 films — including PG-13 films

marketed to children aged 11 years and younger — and that trailers for R-rated films were shown before
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features rated PG.*® At the time, the major theater chains had a policy limiting trailer placement to
within one rating of the feature presentation.’”” The Commission recommended that the industry prohibit
placing advertisements for R-rated films in venues with a substantial under-17 audience.®®

In response, MPAA member studios pledged to ask theater owners not to show trailers advertising
films rated R for violence in connection with a G-rated feature film.** Several studios extended this
commitment to apply to PG-rated films as well.** NATO member theaters went further. They pledged
not to show trailers for R-rated films before G- or PG-rated films, and, before showing such trailers in
connection with PG-13-rated films, promised to ensure that the trailers are consistent in tone and content
with the feature film.*!

The Commission’s review of studio documents indicated that the studios largely are complying
with their commitments. With respect to the films studied, marketing and other documents show that
the studios attached or requested that trailers for those films be shown only before features rated R or
PG-13,* with one exception.** With respect to DVD and home video releases, documents indicated that
the three studios attached trailers for R-rated films only to features rated R or PG-13, again with one

exception.*

d. Promotions

In its September 2000 Report, the Commission found that promotions for R-rated films, including
the distribution of free passes to movie screenings or film-related merchandise, were sometimes
conducted at places where teens congregate.* The December 2001 Report noted significant
improvement in this area.*

The marketing plans reviewed for this Report indicate that the studios’ promotional activities for the
R-rated films studied generally have not been expressly targeted to under-17 audiences. The marketing
documents reveal, however, that two studios conducted some promotions and other advertising at
locations or events that likely attracted substantial numbers of teens, including: music and gaming
stores, an amusement park, comic book stores, arcades, skateboard stores and skate parks, and recreation
centers. One of the studios also arranged to have posters and doorknob hangars for one of its R-rated

films distributed at high schools, as well as at a July 4" event described as being “for families.”

e. Internet advertising

Internet advertising by studios on third-party websites remained a relatively small, but growing,
component of the advertising campaigns for the films reviewed for this Report. All three of the
studios advertised online for the R-rated films studied,*” and for the most part this advertising did not
specifically target youth audiences.*® Nonetheless, all three studios did advertise on websites with youth
audiences of at least 35%, and in one case a majority, including: gamespy.com (36%), IGN.com (40%),
MTV.com (38%), teenpeople.com (53%), and ugo.com (44%).4




f. Other steps

The studios submitted documents describing additional steps taken in response to the Commission’s
recommendation that they avoid targeting their marketing of violent R-rated films to children under
17. Most of these steps have been noted in previous Commission reports.”® For example, one studio’s
policy prohibits the licensing of certain products based on films rated R for violence if the products
are “specifically targeted for sale to children under the age of 17 and prohibits the distribution of such
products through any outlet that “specifically targets children under 17 as their primary demographic.”
Another studio appears to require that licensed products based on R-rated films contain a clear indication
on their packaging that they are “not for children under the age of 17,” and further that such products be
sold “only through segregated adult collector areas” in retail outlets.

The studio documents generally confirm continued compliance with these policies. For the most
part, studios did not appear to cross-promote their R-rated films with companies selling products
intended for a younger age group. The one exception was an R-rated film promoted in conjunction with

other media products carrying a lower appropriate age, including a video game rated T (for Teen).’!

B. Ratings and Reasons for Ratings in Advertising

1. Self-regulatory programs governing disclosure of ratings and reasons

In its September 2000 Report, the Commission found that motion picture advertisements
generally provided the films’ rating but did not provide the reasons for the rating.’> The Commission
recommended that the studios clearly and conspicuously disclose both the rating and the reasons in all
advertising.”* In response, MPAA member studios pledged to “seek ways to include” ratings reasons
in print advertising and official movie websites.>* Among the specific requirements implemented by
the MPAA in this regard is the inclusion of rating reasons for all films (other than those rated G) in
newspaper ads above a certain size, websites, posters, and billboards.”> Member studios also vowed to
encourage newspapers and theaters to provide or include rating reasons,*® and NATO members pledged
to seek ways to disseminate rating reasons.”’

Since then, the Commission has noted progress by the studios in disclosing ratings and rating
reasons clearly and prominently.® For this Report, the Commission reviewed studio documents and

conducted its own monitoring of studio and retailer advertisements in various media.

2. Advertising of rating information: current practices

a. Television advertising

Although the MPAA Advertising Handbook only requires member studios to disclose a film’s
rating and its definition, legibly, in television advertisements,” the Commission’s review of television
advertisements provided by the three studios studied suggests that the studios nearly always included
both the letter rating (with its definition) and the reasons for the rating in their commercials for the R-

rated films studied. With the exception of ads for films not yet rated, the television ads presented the
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film’s rating both visually and audibly, and also provided the rating reasons, usually visually.®® The

ratings themselves were typically readable but the reasons were less so.

b. Print and radio advertising

Among the commitments the MPAA member studios made in response to the Commission’s
September 2000 Report was to seek ways to include a film’s rating reasons in print advertising.®' For
this Report, the Commission reviewed more than 1,700 newspaper and magazine advertisements for
films rated PG-13 or R® to determine the extent to which the rating and rating reasons were disclosed
and legible.%

Consistent with the Commission’s most recent findings,* nearly all of these ads contained both the
rating and reasons,* and, in most of those cases, the rating and reasons were clearly displayed.®® The
reasons in some ads were notably prominent, such as those for MGM’s Die Another Day and Columbia’s
Tears of the Sun. In other ads, however, the reasons were much smaller or less conspicuous, often due to
placement over the ad’s graphics or to the use of colored or gray print rather than black on white. Some
of the ads had rating reasons that were so small or obscured that they were very difficult to decipher, and
in others the reasons were so tiny or blurred that they were literally unreadable, including some ads from
Fox Searchlight, Sony Pictures Classics, Focus Features, and Lions Gate Films.*” Finally, consistent
with past reviews,*® some studios provide legible rating reasons in ads less than five inches in height,
although the MPA A Guidelines do not require them.

The Commission also reviewed magazine print ads for DVD and home video releases, and found
that the majority of these ads contained both the film’s rating and its rating reasons.® Of the 55
advertisements for movies rated PG-13 or R at least in part for violence, about half displayed the ratings
and rating reasons clearly, while another ten displayed clear ratings but the rating reasons were either
difficult to read or obscured by their placement. Eleven ads contained ratings but no reasons, and six
contained neither ratings nor rating reasons.

The Commission’s review of retailer DVD ads yielded more mixed results.”” Consistent with
previous Commission findings,”' Target and Best Buy continued to display prominently the R rating
for movies featured in their inserts and to include the words “Restricted Rating” next to or near R-rated
DVD clip art. Toys “R” Us prominently displayed movie ratings for all the DVDs it advertised.” Half
the retailers, however — Amazon, Circuit City, Kmart, and Tower — did not disclose ratings for any of the
R-rated DVDs they advertised. CompUSA only sometimes disclosed R ratings; in one instance, an ad
featuring two R-rated DVDs side by side disclosed the rating for only one of them.

Finally, the Commission also reviewed the studios’ disclosure practices with respect to radio
advertising. The studio documents indicated that ads for the R-rated films studied did provide the film’s

rating in audio. Ads for two of the films also provided the rating reasons.”




c. Internet advertising

(1) Motion picture websites

For its June 2002 Report, the Commission’s review of 20 official movie websites showed that
nearly all displayed the film’s rating symbol and rating reasons, and linked to at least one of three rating
information sites.”* For this Report, the Commission again reviewed the rating information practices of
20 official movie websites.”

The Commission’s review indicated that the studios are substantially complying with the
Commission’s recommendations in this area.” All of the sites displayed the R rating symbol and rating
reasons somewhere on the site, and nearly all (18 of 20) displayed the rating and reasons on either the
teaser page or home page.”’ In a notable improvement, more than half the sites displayed the rating
symbol and rating reasons on every page or nearly every page — often in a frame that remained constant
on part of the screen as the visitor navigated through the site.

Virtually all of the sites linked to at least two of three rating information sites, and all but four
sites linked to all three.”® Four sites offered the opportunity to purchase movie tickets through a third-
party site, and displayed the R rating in close proximity to the link to the third-party site; two sites also
displayed the rating reasons close to the link.”” All of the sites had a trailer of the film available for

viewing and/or downloading.®

(2) Theater and movie ticket websites

The Commission also reviewed the rating information practices of websites for 15 major movie
theater circuits and three online movie ticket sellers and found mostly positive results.®! All of the
theater sites displayed the movies’ ratings and the rating reasons.*? Particularly with respect to rating
reasons, this finding marks a significant improvement over previous reports. Six sites (40%) provided
information about the MPAA rating system, and five of those sites (33% of total sites) also linked to
rating information sites — comparatively lower percentages than previous reports found.* One of the
theater sites offered movie tickets for sale directly, and nine others offered visitors the opportunity to
purchase tickets through a third-party site.**

The Commission’s review of three movie ticket sites yielded comparable results. All three websites
displayed the films’ official ratings, and Movietickets.com and Fandango.com also displayed the rating
reasons. All three provided information about the MPAA rating system, although none linked to any of

the rating information sites.

(3) Home video/DVD retailer and rental websites

The Commission surveyed five online movie retailers’ sites to determine their rating information
practices with respect to five movies rated R for violence, and found that these retailers’ practices
have improved relative to previous Commission findings.* All five websites provided each movie’s

correct MPAA rating, and four of the sites provided the official rating reasons for each of the five films




examined. Amazon.com did not provide rating reasons but specified that R-rated movies are “Not

for sale to persons under age 18.”% None of the sites linked to film rating information sites, although

BestBuy.com and TowerRecords.com provided information on their sites about the movie rating system.
For the first time, the Commission reviewed the practices of three websites that allow consumers

to rent movies via the Internet.’” Two of the sites allow users to rent films online that are then mailed to

their homes,* while the third site allows users to download movies for viewing on the computer.®* All

three of these sites displayed the movies’ official ratings, and two of the three also displayed the films’

rating reasons. None of the sites linked to any of the rating information sites, although one site did

provide information about the MPA A rating system on its own website. That same site also required

users to check a box to indicate that they are at least 17 years of age.

C. Efforts to Enforce Rating System in Movie Theaters and at Stores

In connection with two previous reports, the Commission conducted nationwide undercover studies
to determine the extent to which unaccompanied children under 17 were able to purchase tickets to
R-rated films. In its September 2000 Report, the Commission reported that almost half of the theaters
studied sold tickets to the “mystery shoppers,” and the Commission found a similar result in its
December 2001 Report.”® In response to these reports, the MPAA, the NATO, the VSDA, and individual
motion picture studios have continued to urge theater owners and video retailers to improve their
enforcement of the rating system.”!

The Commission conducted its third undercover survey in July and August 2003.%> The results
indicate an improvement in theaters’ performance in restricting children’s access to R-rated motion
pictures: only 36% of the “mystery shoppers” were able to buy tickets to R-rated films, as compared to
48% in the 2001 survey.” In addition, more theaters checked the ages of the t