Appendix B

CHILDREN ASCONSUMERS OF ENTERTAINMENT MEDIA:
MEDIA USAGE, MARKETING BEHAVIOR AND INFLUENCES,
AND RATINGS EFFECTS

. INTRODUCTION: YOUTH ASA CONSUMER MARKET

American children’s unprecedented spending power holds considerable appeal for
marketers. Older children, ages 12 to 19, spent more than $94 billion of their own money in
1998! Younger children, ages 8 to 12, spent $11.9 billion of their own money in 1997, an
increase of 300% since 1989n addition, children spend money they receive from their parents
or other adults. Including these funds, Teen Research Unlimited (“TRU”) estimated in its semi-
annualTeenage Marketing and Lifestyle Survey that children ages 12 to 19 spent more than $153
billion in 1999, up from $140 billion in 1998 The average teen spends $56 of his or her own
money and $28 of his or her parents’ money per Weg&ens also influence substantial
additional family spending by expressing their preferences for certain products or brands that
their parents then purchase.

Apart from their spending power, teens are an important market for other reasons. Teens
set trends, both for their peers and for younger children who emulate them. Teens are a “future
market”: by winning the business of a teen, a company may be able to create a lifelong loyal
customer. They are an attractive market for entertainment companies, in particular, due to their
heavy usage of entertainment meti&he 1999 Roper Youth Report confirmed that teens, in
contrast to adults, are able to spend much of their money on discretionary purchases like movies,
CDs, and electronic gam@sOf the $140 billion teenagers spent in 1998, $22 billion was spent
on entertainment products.

This Appendix addresses the relationship of children, especially teenagers, to the world of
entertainment and entertainment marketing: (a) their use of entertainment media; (b) the
influence of parents, peers, and advertising and marketing in shaping children’s media exposure
and consumption; (c) the specific techniques used by industry to promote its products to children;

and (d) the potential influence of entertainment ratings on children’s purchasing decisions.

. CHILDREN’'S ENTERTAINMENT MEDIA USAGE
Children today face an entertainment media environment that has changed significantly

over the last three decades, when network television, radio, and the record album were the



dominant forces. Since then, new media have emerged to compete for audience share: cable and
satellite television; videotapes; cable radio; cassette tapes, CDs, and mini-disk or MP3 players,
video games, computers; and the Internet.

Children are avid consumers in this rich media environment, spending significant time
with both old and new media. Data about children’s movie watching, game playing, and music
listening habits illustrate the ubiquity of these media and their importance in the lives of
American children. The 1999 Kaiser Family Foundatidfids & Media @ the New Millennium
Survey found that 97% of homes
with children have a VCR, 90% have
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A. Entertainment Media Usage: Movies

Seeing movies at the theater is a favorite social activity among teens. The Motion
Picture Association of America (“MPAA”) estimates that although 12- to 17-year-olds make
up less than 10% of the population, they purchase 17% of movie titketgper Youth
Report data indicate that almost one third of 13- to 17-year-olds report seeing movies in
theaters a couple of times each maohtA majority (63%) of 9- to 17-year-olds find it
“important” to see the latest movig€s‘Tweens” (8- to 13-year-olds) spend the most time at
the theater, on average, spending three hours perWweealion films are the most popular
genre at the theater among youngsters, with comedy s&cond.

Home video watching is even more popular among children. Although nearly 18% of

8- to 17-year-olds reported that they had seen a movie on the previous day, 56% reported that
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they had viewed a videotape the previous day.” Threein five (62%) children ages9to 17
report that they watch a video once aweek or more.’® Children ages 2 to 17 spent an average
of 52 minutes per day watching videotapes.'” Action and comedy films are at the top of the

older children’s preference lists.

B. Entertainment Media Usage: Music

Music provides the “soundtrack to teens’ lifestyles,” vying with television as a focal
point of teens’ interest. At times, children listen to music as a primary, or exclusive,
activity. They also read, do homework, talk with friends, and engage in other activities while
music plays in the background. It is not surprising, then, that the time children spend
listening to music nearly rivals the time they spend watching television. Youth between the
ages of 2 and 18 spend an average of one hour and 27 minutes listening to music ach day.
This average increases significantly with age: teens 14 to 18 listen to music almost twice as
much as younger children, 2 1/2 hours per day on avérage.

Children, especially teens, are active

Teen Music Purchases music consumers. One study reported that
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listening to music they have purchased,

youth listen to music by watching music
videos or by listening to the radio. The data show that youth use radio primarily to listen to
music rather than news, sports, or other formats: regardless of age, music exposure time is
always more than double the exposure to all other radio formats contbiNagic videos
are another key avenue of exposure: more than half of children aged 9 to 17 watch music
videos® Whatever the format, rap/hip-hop and alternative rock are the two types of music

that currently dominate among teens, with R&B close befiind.



C. Entertainment Media Usage: Electronic Games

Despite their relative newness, electronic games, whether played on a personal
computer (“computer games”) or on a hand-held machine or game console (“video games”),
have achieved substantial penetration. Almost nine in ten homes with children (88.7%) have

either a personal computer or video

game equipmerit. Slightly less than
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The National Public Radio/Kaiser Family Foundation/John F. Kennedy School of
GovernmenKids and Technology
Survey indicated that 82% of the
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popular with boys than girls, with the difference in time spent playing games most
pronounced for video games.*®* Action games are the most popular genre among youths,

closely followed by sports-related games and adventure games.®

[1l.  INFLUENCES ON CHILDREN'S MEDIA EXPOSURE

A. Parents’ Influence and Concerns

Parents have a substantial impact on their children’s media exposure (as do other
adults such as teachers and relatives). Parents may exert influence by restricting a child’s
access or exposure to some media depending on its content, limiting the time spent with
media, discussing media with children to help them understand and interpret it, or providing
supplementary sources of informatin.

Parents’ attitudes toward the media are by no means uniform: research suggests that
parents have different “styles,” from “neglectful” to “permissive” to “authoritarian,” that
affect the extent and nature of their involvement in their children’s medé Bespite
varying parental styles, tiMedia in the Home 2000 study indicates two factors affecting
parental concerns about media influences upon their children: the child’s age and the
medium¥ As to age differences, parents of younger children (ages 6-11) spent more time
supervising their children’s video game playing, music listening, and television watthing.
Similarly, the1999 Roper Youth Report found that parents had more rules for younger versus
older youth regarding television shows viewed, movies watched on the VCR, music listened
to, and time spent playing video ganfeshe Internet was the only entertainment medium

for which parents more closely supervised teenagers than younger cffildren.

One survey by Christenson (1997)

asked youth which medium was of most Youth’s View of
) Media of Most Concern to Parents
concern to their parents. Only 9% of youth

said video games, compared to 17% who q ﬂ 179
said music and 74% who said television.

According to Christenson, certain media arg

more visible to parents than others, becaus |I:|Video Games B Music O Television |

of where or how they are used, or because

parents are detached or alienated from other
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media’s content and form. He explains that music and video games are less “visible” to
parents than movies and television, and demonstrates that parents regulate television and
movies more than video games and music.

Parental concerns about media exposure do not always translate into action. A
significant percentage of children report that they pick out music (42%), video games (32%),
movies (26%), and rental movies (30%) without needing to ask a parent before cfoosing.
Few adolescents report that their parents accompany them to music stores, cull through their
CD collections, or otherwise interfere with their freedom to select and listen to “whatever
music suits them? Likewise, 49% of children with video game equipment say that their
parents do not have rules about the content of the video games th&y Atal;. again, age is
a key factor: the number of children who usually are able to make purchases without
consulting their parents is significantly higher for older versus younger chifdren.

Parental concern also does not necessarily lead parents to use media alongside their
children. Only 11% of 7th through 12th

graders go to the movies with their

parents — compared to 60% who attend Teens Social Preferences
) o at the Movies
with siblings or peer&. In fact, two Percentage of 7-12 Graders Surveyed
thirds of teens in the TRU study named 100%1
80%
movie-going as something they 0%
explicitly do not like to do with their 40%-§
20% A
7
parents’ Teens are more open to 0% - - .
watching videos with their parents: A Choice of Movie Companion
. . . |I:| Go with Parents B Go w ith Siblings & Peers |
guarter indicated that they sometimes

watch videos with their parerffs.Only
31% of teens in the TRU study noted watching videos at home as something they explicitly
do not like to do with their parens.

The same holds true for electronic games. Despite the popularity of multiplayer
gaming on the Internet — sites that allow a number of users to log in and compete against
other players over the modem — playing electronic games is a relatively solitary activity for
most children. In th&ids & Media @ the New Millennium study, 55% of children surveyed

reported that they play video games mainly alone (64% play computer games mainly alone),
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while only 36% reported that they play video games in the presence of peers and/or siblings
(only 13% play computer games with peers and/or siblings).®® Further, 63% of teens noted
game playing as something they do not like to do with their parents.™

One phenomenon that might decrease parental supervision of media usage is that the
media are no longer enjoyed principally in the family living room or other shared space.
Given the popularity of portable persona devices, such as handheld video game players and
portable CD players, and the substantial number of children who have entertainment media
such as video game equipment in their own bedrooms, the fact that many children use
entertainment media without parental supervision should come as no surprise. According to
the Kids & Media @ the New Millennium survey, about two in three children (70%) have a
radio and nearly as many (64%) have atape player in their room; more than half (51%) a CD
player; one third (33%) avideo game player; 29% a V CR; and 16% a computer (7% with

Internet access) in their bedroom.*

B. Peer Influence

As noted above, parental involvement, monitoring, and influence decrease as children
age. At the same time, teens begin to rely more on other information sources including, in
particular, their peers.>® As children approach adulthood, they become uncertain about the
self, and the need to belong and to find one’s unique identity as a person becomes very
important. In fact, conformity to peer pressure is considered to be one of the hallmarks of
adolescent behavi6t.

Fifty-one percent of teens ages 12 to 17 cite their friends as the biggest influence on

how they spend their moné&y.Further,

. _ teens cite friends as the top influence on the
Peer Influences on Media Choices

Percentage of Teens Saying Friends Are music they listen to (71%) and the movies

Their Top Influence on Entertainment Choice

they see in the theater (53%) or on video

(48%)* With some variation, peer effects

may enhance or detract from parental

effects> After all, as the media usage data

Product

indicate, it is often a child’s peers, not his or
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her parents, who engage the media with the




child. For example, far fewer older children go to the movies with their parents than with

siblings or peers.®®

C. Advertising and Marketing I nfluence

Although parents and peers are key sources of information and influence,*
advertising and other marketing efforts also influence children’s behavior as consumers of
movies, music, and games. Parents and peers are themselves influenced by marketing, and
marketing messages may reinforce or undermine parent and peer messages. Marketing
efforts are thus part of an ongoing and dynamic social process that shapes teen consumer
behavior.

Advertising is a prime influence on how children spend their money and children’s
consumption of entertainment media. In one study, researchers asked children ages 8 to 17
whether, in the last 30 days, they had purchased or asked their parents to purchase a particular
item for them after seeing it advertised. More than one in four (29%) of the children
surveyed reported that they had purchased or asked a parent to purchase a particular CD or
cassette after seeing the ad, and the data for movie video rentals (28%) and video games
(25%) were comparabf@. More teens reported that they rely on advertising when making
purchasing decisions than did younger childteMoreover, 20% of teenagers selected
advertising as one of the factors that influenced their spending, along with such factors as
parents, siblings, friends, teachers, and televiSion.

Aside from influencing the decision to purchase a product, advertising has other
effects. According to some researchers, as children become adolescents, advertising serves
as a basis for social interaction, providing a topic of conversations with peers, a means of
belonging and group membership, and a way of conveying meaning in their daifyf lives.

Some of the advertising and marketing techniques the entertainment industry uses to reach

children are set out below.

IV. ENTERTAINMENT INDUSTRY MARKETING TECHNIQUES
Given the importance of the teen market, entertainment marketers work hard to influence
teens’ consumer attitudes and behaviors. They employ research to understand teens’ attitudes,

beliefs, habits, and practices in order to develop effective marketing strategies. Entertainment
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companies use avariety of methods ranging from qualitative (e.g., focus group discussions,
participant observation) to more quantitative approaches (e.g., surveys, experiments) to research
the young consumer at every stage of the marketing process. Although the marketing strategies
for the movie, music, and electronic game industries each differ somewhat, based on the nature
of the product and industry structure, similarities exist across the industries. In implementing the
marketing strategy, marketersin each of the industries use two broad approaches to target teens:
(i) persuasive techniques (talking to teensin away that resonates) and (ii) media placement

(going where teens are).

A. Persuasive Techniques

The development of persuasive marketing communications, such as advertising, is
based on the psychology of how people respond to marketing efforts. Marketers recognize
that youth are different from adults based on such psychological factors as cognitive
development levels, knowledge, and experience that have been identified in the academic
literature. For example, arecent review of how children are socialized into consumers
characterizes three broad stages of development, corresponding to the ages 3 to 7 (perceptual
stage), 7 to 11 (analytical stage), and 11 to 16 (reflective stage).** Each stage captures shifts
in youths’ knowledge, development, decision-making skills, and purchase influence
strategies. Older children are often divided into two segments based on lifestyle stages:
“tweens” and teens. Tweens (also called “young teens”) encompass those youths who are no
longer “children,” but not yet “teenager8."The precise age cut-offs between tweens and
teens vary: tween is more of a state of mind than a specific age, when youths are caught
developmentally between childhood and adolesc&nce.

Marketers take advantage of children’s “age aspiration” behavior to link their
strategies for marketing to the teen and tween cohorts. Generally, youth “aspire up” in their
consumer behavior, trying to “live a step or two ahead of where they realRf aildren
watch their older siblings, those ahead of them in school, older children in the neighborhood,
and older teens in the media, and desire aspects of their lifestyles and behaviors. The gap in
teens’ actual age and aspired age shrinks as they get older. One study found that while
younger teens (12- to 15-year-olds) aspire to be three to five years older than they are, older

teens are more content enjoying the activities (like driving) that younger teens yeaff to do.
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Further, thereis ageneral belief that children are maturing more quickly than in past
generations, which affects the type of marketing efforts directed towards them.®

Entertainment industry marketers employ awide range of traditional advertising and
promotional techniques to reach teens, often changing the focus to be more relevant to teens.
For example, to reach 12- to 15-year-olds, advertisers might use 17-year-old actors, who will
appeal to children their own age as well as to younger children, given age aspirations.”
Teen-targeted promotions may include sweepstakes, games, in-store rebates, contests,
sampling, and point-of-purchase materials. Because teens do not receive the volume of mail
that adults do, they may be more attentive to direct marketing offers.”

Teens, in particular, are seen as a unique target market with particular characteristics
that dictate the types of strategies needed to communicate effectively with them. Marketers
view teens as savvy about marketing and likely to reject messages perceived as patronizing or
trying too hard to be “cool,” so that marketing to teens calls for more subtle mé&thods.
Advertisers have found that teens have little patience for hype or pretentious ads and prefer

ads that talk to them in realistic ways and focus on their actual lifeétyles.

B. Media Placement

The second key way marketers target youth is to “go where they are.” There are a
multitude of media and vehicles targeted at youth, such as cable music networks, teen-
oriented magazines, teen-oriented Web sites, and lifestyle special events, that make the
elusive teen easier to reathMarketers also recognize that substantial numbers of youth
comprise the audience of media intended for a general audience, such as general circulation
magazines or television shows that are popular with both adults and cHildren.
Entertainment marketers look not only to reach teens but to be pervasive in the market
throughout the day, whether at home, school, or out and &bout.

Marketers also use a variety of less traditional techniques to communicate to teens.
Recently, a small industry of companies that market to youth in educational settings has
grown up. One example is Channel One, which provides schools with a brief 12-minute
news program that incorporates two minutes of advertising, including ads for entertainment
products”’ Another company, Backstage Pass, introduces students to recording artists by

means of CD giveaways and posters in school cafetérizapMe! Corp. provides schools
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with Internet access, computers, tech support, and maintenance; in exchange, the schools
must promise that a student will use each computer for at least four hours daily while atwo-
inch by four-inch banner ad appears constantly on the screen.”

Another technique that isless well known outside the marketing world is street or
lifestyle marketing. Street marketing involves making a product a “natural” part of teens’
lifestyles and is a key technique used in the music ind#stfe goal is to reach teens
where they “hang out” — at concerts, coffee shops, arcades, and other gathering spots.

Specific tactics include hanging posters, giving away CDs or T-shirts, distributing flyers or
postcards with the marketing message, generating word of mouth, and encouraging DJs to
play record$! The entertainment industry has brought street marketing to the Internet as
well, offering free T-shirts and CDs to teens who spread the word about music or movies on
fan site postings or through emil.

Entertainment companies are also creative in joining together to produce marketing
synergies, employing a range of options including partnerships, licensing agreements, or joint
promotions. An electronic game company might license a game character to a toy company to
make an action figure, or to a movie studio to make a film. Companies selling different types of
products ally to cross-market. For example, in the film industry, cross-marketing and product
placements give additional exposure to products or music featured in®a flodience
members may not be consciously aware of these in-film marketing efforts, and such techniques
may prompt inferences that the product is a part of the movie character’s litestyie.ads
reach a captive audience, and may have higher recall than some other advertising té€hniques.

Finally, the emergence of the Internet as a focus for teens has led companies to advertise
online, where the interactive nature of the medium carries the additional promise to marketers of
obtaining consumer feedback while promoting their products. One recent survey indicates that

two thirds of teenagers have either researched products or purchased products online.

V. DOES RATING INFORMATION AFFECT CHILDREN'S BEHAVIOR?

The entertainment industry devel oped the movie and game ratings and music advisory
label to inform parents about the product’s content. In some but not all instances, these ratings
and labels may also be communicated to children through advertising, marketing, and product

packaging, raising the question whether this information directly affects children’s behavior. A
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number of academic studies suggest that this rating/labeling information does affect children’s
behavior, although its precise effects are uncertain.

A child might respond to information restricting access to material as if the restricted
material were “forbidden fruit,” leading the child to resist the restriction and seek out the
restricted materidl. By contrast, children might view restricted material as if it were “tainted
fruit,” leading them to avoid content with which they might not be comforfible that case, a
rating restriction or advisory would directly dampen a child’s interest in the material, apart from
the indirect role the information might play in facilitating parents’ efforts to reduce the child’'s
exposure to restricted material.

Studies on the impact of rating information on children’s attraction to restricted
entertainment media products suggest that both of these phenomena may occur, depending on
such factors as the age and gender of the child and the format of the rating itself. For example,
Morkes, Chen, and Roberts (1997gsted middle school students’ responses to MPAA movie
ratings, Recreational Software Advisory Council (“RSAC”) electronic game advisories, and
television ratings. The students read brief descriptions of a film, a television program, and a
game, each randomly labeled with one of the ratings appropriate to the medium, and graded the
attractiveness of each. For the movie ratings, children’s desire to view the film increased as the
MPAA age restriction increased: students preferred PG-13- and R-rated films to both G- and PG-
rated films. This result was driven primarily by boys’ responses. For games, while the RSAC
rating information had no effect on girls, boys preferred games rated with the level 3 advisory
(“Blood and Gore”) significantly more than games with the lower ratings. By contrast, analysis
of the responses regarding television ratings found no ratings éffects.

There are also some studies suggesting the existence of a tainted fruit effect, at least with
younger children. For example, in an experiment by Christenson (1992) that tested the effects of
the parental advisory label used by the Recording Industry Association of America, middle
school students who listened to music while viewing an album’s cover gave lower evaluations to
the music when the album cover had an advisory label than when the album cover had®ho label.
Youth in the study also reported less interest in buying explicit-content labeled albums.

Though some studies show little or no effect of rating or labeling information on children,
at least for certain rating or advisory form&tthe research taken as a whole suggests that

entertainment media ratings do have some impact on children’s media choices, impact that may
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depend on factors such as age, gender, the format and type of rating information, and the medium
involved.® The clear message of this research isthat ratings or advisory labels may have not
only intended, but also unintended, effects on youth that should be considered in determining
how best to communicate this type of information.
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