Television in Transition: The Initial Impact of the Writers' Strike

Executive Summary

With the settlement of the writers' strike, all sides have returned to work and the focus
across the television industry is now squarely on the future. Many of the changes already
in motion are sure to accelerate; and signs point to even more adjustments to come. But
the end of the strike also provides a brief respite from which to consider its initial impact
on the medium before embarking on what will likely be the most sweeping transition in
more than half a century.

This white paper examines how television audiences responded to the Writers' Guild strike. Incorporating
both quantitative and qualitative data from Nielsen Media Research, Nielsen Online and Hey! Nielsen, the
report provides a basis on which to better understand events going forward. Among its key findings:

O From the beginning of the strike in November 2007 through the middle of February 2008, the
number of original network broadcast programs versus repeats was down only slightly compared to
the same time a year earlier.

O During that same period, usage trends for Live+7 data in primetime showed little change from the
previous year.

O Live+7 primetime ratings for the four major broadcast networks declined 6.8% during the strike
versus the same period in the 2006 — 2007 television season.

O Advertiser-supported cable benefited from the strike, as viewers shifted there from broadcast
television.

O The majority of respondents surveyed by Hey! Nielsen said they spent more time with alternative
forms of entertainment during the strike than they had the year before.

O This was underscored by Nielsen People Meter data that showed more DVD play and video game
play during the strike; and by findings from Nielsen Online, which revealed that people also spent
more time on video and on-line game sites at that time.

O The vast majority of Hey! Nielsen participants also said they would resume watching broadcast
television once their favorite shows returned.

O Among five major online destination categories — Broadcast Media, Videos and Movies, Games,
News and Current Events and Sports — the number of unique visitors for each group was higher

throughout the strike period than a year earlier.

O Inyear-to-year comparisons, time spent at video and movie sites rose significantly during the
principal three months of the strike, increasing at an average of nearly 18 minutes.
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Putting the Strike in the Context of History
The 1988 Writers' Strike

Background

It has been nearly two decades since the last writers’ strike. Back then, members of the Writers' Guild walked
off the job in March 1988, and didn't return until August, idling more than 9,000 film and television writers.
The five-month walkout — which exceeded the previous strike in 1960 by one week — was the result of
differences over residuals for one-hour shows and compensation for reruns in foreign markets.

Producers, citing a decline in syndication prices, sought to replace the existing payment structure for reruns
of hour-long dramas with a sliding scale. Writers objected, while also asking for a larger share of foreign
sales. They wanted more creative control over their work as well.

Because the 1988 work stoppage began three-quarters into the television season and continued through
most of the summer, the networks were largely able to fill their schedules with reruns and movies. As for the

1988 -1989 season, most shows premiered about six weeks late, with some waiting until after Thanksgiving
to first appear.

Impact

The timing of the strike helped soften the impact, but network ratings still took a hit. The following are
based on October data for 1987, 1988, and 1989:

O On average, the top 10 primetime programs saw ratings fall substantially between 1987 and 1988,
from 234.1 Gross Rating Points to 204.5 —a 13% decline.

- The networks, however, regained viewers the following year, 1989, thus reducing the decline
versus 1987 to 8%.

O Though less acute, the drop in ratings for regular daytime shows was still 6%, as household
averages dipped from 5.2 in 1987 to 4.9 the following year.

- In 1989, the average fell further to 4.8, or an 8% decline compared to 1987.

O Even with the inclusion of the baseball playoffs and the Summer Olympics, the networks averaged
4.9 in both ‘88 and ‘89 - again, a decline of 8% versus a 5.3 average in 1987.

O InLate Night, the networks averaged 2.8 household ratings in both 1987 and 1988; but that
number dropped 15%, to 2.2, in 1989.
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While the broadcast networks bore the brunt of the 1988 strike, cable channels went relatively unscathed. In
fact, with far fewer programs dependent on scripted content, ad-supported cable saw overall ratings climb.
The following are based on the 4th quarter of 1987, 1988, and 1989:

O Prime time cable origination grew from a household average of 5.5 in 1987 to 8.3 in 1989 - a 51%
increase.

O Indaytime, cable origination rose 14% between 1987 to 1988, and then shot up to 54% in 1989
versus 1987.

O Late Night cable in 1987 averaged 3.9 households, and expanded by 18% to 4.6 in 1989.

- Cable’s late night viewing actually declined in 1988, but that may have been because live
coverage of the Olympic Games in Korea often aired after midnight.

Viewing Alternatives

Around the time of the last strike, American viewers had limited alternatives to broadcast television. In
January 1989, for example, more than 41 million households — or 46.2% of the population — still received TV
signals over the air. At that time, TV households had access to an average of 27.7 channels. Additionally,
Nielsen measured and reported on just 19 cable networks.

However, the growth of cable during the years surrounding the strike — both in cable homes and cable

networks available — makes it difficult to distinguish the impact of the strike versus the natural expansion of
cable that occurred during this time.
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The Initial Impact of the 2007-2008 Strike

Background

Having approved the agreement with the Alliance of Motion Picture and Television Producers (AMPTP), the
Writers' Guild ended a strike on 2/12/2008 that lasted just over three months. This time however, about
10,500 writers were affected by the walkout.

Though differences between the two sides included the enactment of profit-based residuals, elimination of
distributors’ gross valuations and rollbacks of pensions and health benefits, the major sticking point was
Internet compensation. The resulting deal was similar to what had been worked out earlier with the
Directors’ Guild of America, with one notable exception. The directors will receive a fixed payment for
content streamed online each year of their three-year contract. But beginning in the third year of the writers’
three-year contract, they would get 2% of the distributor’s gross on such content in all years that content is
streamed.

Broadcast Television

Unlike its predecessor, this latest strike began during the first sweeps month of November and threatened to
extend through the second sweeps period of February. Nonetheless, the number of original programs versus
repeats was down only slightly compared to the same period last year. [Figure 1]

Original Programs vs. Repeats

Viewing Period Percent Original
11/5/2007 - 2/12/2008 63.4%
11/6/2006 - 2/13/2007 67.8%
(Source: Nielsen Media Research, Prime programming across ABC, CBS, CW, FOX and NBC)

Figure 1

Furthermore, despite predictions that viewers would abandon broadcast television once the strike began,
season to date usage trends for Live+7 data in primetime showed little change year-to-year.' [Figure 2]

Although we did see some slight declines, some can be true declines, and not due to the writers’ strike. There is no way to quantify
this amount.
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Jericho, and New Adventures of Old Christine are currently airing

Big Bang Theory (3/17), How | Met Your Mother (3/17), Two and Half Men (3/17), CSI: Miami (3/24),
Cold Case (3/30), Criminal Minds (4/2), CSI: New York (4/2), CSI (4/3), Without a Trace (4/3), Ghost
Whisperer (4/4), Numb3rs (4/4), NCIS (4/8), Moonlight (4/25), Rules of Engagement (4/14)

Cane, Shark, and The Unit are still to be determined

Lipstick Jungle, Medium and Saturday Night Live are currently airing

My Name is Earl (4/3), 30 Rock (4/10), The Office (4/10), Scrubs (4/10), E.R. (4/10), Law & Order: SVU
(4/15), and Law & Order (4/23)

Chuck, Heroes, and Life will return in the fall
Friday Night Lights, Heroes: Origins and Law & Order: Cl are still to be determined

Bionic Woman, Journeyman and Las Vegas will not return

American Idol, The Simpsons, King of the Hill, Til' Death (pre-strike episodes through 3/25), Family Guy,
The Return of Jezebel James, and Unhitched are currently airing

Bones (4/14), Back to You, (4/16), Til’ Death (4/16) and House (4/28)
24 (January 2009)
Prison Break and Terminator: The Sarah Connor Chronicles still to be determined

K-Ville and Nashville will not return

Aliens in America, America's Next Top Model: Cycle 10, Reaper (pre-strike episodes through 3/27),
Smallville (pre-strike episodes through 3/27), and Everybody Hates Chris are currently airing

The Game (3/23), Greek (3/24), One Tree Hill (4/14), Smallville (4/17), Gossip Girl (4/21), Reaper
(4/22) and Supernatural (4/24)

Girlfriends and Life is Wild will not return.
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Viewers' Perspective on the Strike

In terms of ratings data, it appears that when the strike ended, it had not yet had a significant effect on
audience behavior. But according to research conducted by Hey! Nielsen, the social network for avid
television and entertainment users, viewers had definite opinions about the action and its impact. More than
800 randomly selected Hey! Nielsen members participated in an online survey from February 6 to February
11, during which time they answered a range of questions, including several concerning the strike.

All of the respondents said they were familiar with the strike [Figure 11]; and the vast majority believed there
were no new episodes of their favorite shows because of the work stoppage. [Figure 12]

Are you aware of the current Writers' strike by the Writers' Guild of America?

Total Male Male Male Female Female Female

14-24 25-34 35-75 14-24 25-34 35-75

Yes 100% 100% 100% 100% 100% 100% 100%
No 0% 0% 0% 0% 0% 0% 0%

Source: Hey! Nielsen

Figure 11

Do you feel that there are no new episodes of your favorite shows

because of the Writers' strike?

Total Male Male Male Female Female Female

14-24 25-34 35-75 14-24 25-34 35-75
Yes 92% 84% 89% 89% 92% 93% 94%
No 4% 9% 5% 8% 6% 4% 3%
Don't know 4% 6% 6% 3% 2% 3% 3%

Source: Hey! Nielsen

Figure 12

Support for the strike differed among men and women, with a majority of women of all ages solidly backing
the writers, while only a majority young men, 14-24, did so. On the other hand, only small minorities among
all groups surveyed strongly opposed the writers' efforts. [Figure 13]
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Do you support the Writers' Strike?

Total Male Male Male Female Female Female
14-24 | 25-34 | 35-75 14-24 25-34 35-75
| strongly support the writers 55% 62% 41% 39% 71% 58% 60%
| somewhat support the writers 22% 16% 29% 21% 12% 20% 23%
| neither support nor oppose the 4% | 12% | 17% | 23% | 10% 15% 1%
writers
| somewhat oppose the writers 5% 3% 5% 8% 6% 6% 3%
| strongly oppose the writers 4% 6% 8% 10% 2% 2% 3%

Source: Hey! Nielsen

Figure 13

With the exception of younger men, who were probably already ahead of the curve in terms of adopting new
media, most respondents said they spent more time with alternative forms of entertainment during the

strike, than they had the year before.

The following are the top five forms of media and entertainment (other than conventional TV) used more

during the strike: [Figures 14-18]

TV shows on the Internet

Total Male Male Male Female Female Female
14-24 25-34 35-75 14-24 25-34 35-75
More than last year 55% 32% 58% 53% 53% 53% 60%
About the same as last year 32% 50% 39% 38% 24% 29% 29%
Less than last year 13% 18% 3% 9% 24% 17% 1%
Source: Hey! Nielsen

Figure 14

Consumer generated content on the Internet

Total Male Male Male Female Female Female

14-24 25-34 35-75 14-24 25-34 35-75
More than last year 57% 42% 55% 56% 63% 60% 57%
About the same as last year 41% 54% 45% 1% 37% 38% 42%
2% 4% 0% 3% 0% 2% 1%

Less than last year

Source: Hey! Nielsen

Figure 15
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DVD television shows

Total Male Male Male Female Female Female
14-24 25-34 35-75 14-24 25-34 35-75
More than last year 67% 57% 50% 54% 54% 71% 74%
About the same as last year 30% 39% 48% 46% 39% 24% 24%
Less than last year 3% 4% 2% 0% 7% 5% 2%
Source: Hey! Nielsen

Figure 16

TV or movies on DVR

Total Male Male Male Female Female Female
14-24 25-34 35-75 14-24 25-34 35-75
More than last year 59% 33% 61% 51% 58% 64% 61%
About the same as last year 34% 52% 32% 44% 32% 29% 30%
Less than last year 8% 14% 7% 5% 11% 7% 9%
Source: Hey! Nielsen

Figure 17

Total Male Male Male Female Female Female
14-24 | 25-34 35-75 14-24 25-34 35-75
More than last year 51% 42% 40% 46% 51% 55% 53%
About the same as last year 48% 55% 60% 52% 47% 45% 47%
Less than last year 1% 3% 0% 2% 2% 1% 0%
Source: Hey! Nielsen

Figure 18

Despite their inclinations to move elsewhere for entertainment, the overwhelming majority of participants
were ready to move back to broadcast television once their favorite shows returned. [Figure 19]

Will you continue to watch your favorite shows when they return

with all new episodes?

Total Male Male Male Female Female Female
14-24 25-34 35-75 14-24 25-34 35-75
Yes 88% 84% 84% 80% 94% 94% 89%
No 1% 3% 0% 1% 2% 0% 1%
Don't know 11% 12% 16% 19% 4% 6% 10%
Source: Hey! Nielsen
Figure 19
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Are TV Viewers Moving Online?

As noted earlier, though negotiations covered a host of issues during the three months the writers were on
strike, it was the future of video on the Internet that most divided the parties. Unlike 1988, when viewers
had a limited selection of alternatives to traditional TV fare, there was no shortage of entertaining options
this time, particularly online. But just how much the recent walkout has contributed to a permanent
migration to the Web remains unclear.

Among five major online destination categories — Broadcast Media, Videos and Movies, Games, News and
Current Events and Sports — the number of unique visitors for each group was higher throughout the strike
period than a year earlier. [Figures 20-22] However, the time spent per person varied among different
categories.

O Inyear-to-year comparisons, time spent at video and movie sites rose significantly during the
principal three months of the strike, increasing at an average of nearly 18 minutes.

O Time spent with broadcast media and games grew as well, though the average increase was
considerably less than with video.

O On the other hand, News and Current Events and Sports each experienced declines during two of
the three months.

Online Activity During the Writers' Strike Compared to Previous Year

November 2006/2007
Nov. 2006 Nov. 2007 Nov. 2006 Nov. 2007
Unique Audience Unique Audience Time per Person Time per Person
(000) (000) (hh:mm:ss) (hh:mm:ss)
Videos/Movies 80,712 96,099 0:32:52 0:50:48
Broadcast Media 67,218 70,107 0:26:15 0:30:20
Online Games 62,958 65,830 2:16:28 3:20:43
Sports 68,507 74,858 1:18:21 1:16:07
Current Events and 92,931 94,560 1:21:26 1:15:23
Global News
Source: Nielsen Online: US, Home & Work
Figure 20
Copyright © 2008 The Nielsen Company. All rights reserved. 14
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Online Activity During the Writers' Strike Compared to Previous Year

Global News

December 2006/2007
Dec. 2006 Dec. 2007 Dec. 2006 Dec. 2007
Unique Audience Unique Audience Time per Person Time per Person

(000) (000) (hh:mm:ss) (hh:mm:ss)
Videos/Movies 83,940 97,033 0:37:10 0:57:22
Broadcast Media 64,442 67,628 0:24:00 0:24:37
Online Games 63,264 67,430 2:24:05 3:18:13
Sports 70,064 72,745 1:01:54 1:08:35
Current Events and 90,873 99,598 1:18:19 1:13:31

Source: Nielsen Online: US, Home & Work

Figure 21

Online Activity During the Writers' Strike Compared to Previous Year

Global News

January 2007/2008
Jan. 2006 Jan. 2007 Jan. 2006 Jan. 2007
Unique Audience Unique Audience Time per Person Time per Person

(000) (000) (hh:mm:ss) (hh:mm:ss)
Videos/Movies 84,110 97,124 0:43:02 0:58:24
Broadcast Media 67,048 71,762 0:28:16 0:42:20
Online Games 60,578 67,664 2:54:15 3:35:07
Sports 67,325 72,377 0:54:46 0:52:02
Current Events and 93,244 100,560 1:30:09 1:30:49

Source: Nielsen Online: US, Home & Work

Figure 22

Still, strike or no strike, consumers are increasingly viewing both conventional television programs and
alternate forms of video on the Internet. In the month of December 2007, for example, 116.7 unique

viewers —or 73 percent of all active Web users — watched more than six billion video streams.

O During that time, the average viewer spent just over two hours watching online video content.

O Each viewer watched nearly 54 video streams throughout the month.

YouTube, which continues to be the 800-pound gorilla of online video, was again the number one video site
in December 2007, with 2.6 billion streams. [Figure 23]

Copyright © 2008 The Nielsen Company. All rights reserved.
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Top 10 Online Video Destinations ranked by Total Video Streams for December 2007

(U.S., Home and Work)

Video Web Brand Total Streams (000) Unique Viewers (000)
YouTube 2,635,408 67,157
Yahoo! 371,922 26,596
Fox Interactive Media 364,113 18,650
Nickelodeon Kids and Family Network 177,461 6,966
MSN/Windows Live 111,700 7,174
ESPN 110,480 6,824
Disney Online 104,799 8,999
Turner Entertainment New Media Network 74,798 4,865
Google 60,113 10,656
Veoh 57,919 2,131

Source: Nielsen Online, VideoCensus

Figure 23

There is an interesting distinction between broadcast network TV web sites and those primarily populated
with consumer generated media (CGM). Women, ages 18-34, were nearly twice as likely to spend time on
the network sites as their male counterparts. But among the top four CGM sites, streams were two and a

half times more likely to be viewed by men 18-34. [Figure 24]

Stream Composition Percent among Women and Men 18-34; December 2007

(U.S., Home and Work)

Target Group Network TV Web Sites CGM Web Sites
Women 18-34 22% 1%
Men 18-34 12% 27%

Source: Nielsen Online, VideoCensus

Figure 24

Copyright © 2008 The Nielsen Company. All rights reserved.
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Among network TV Web sites, there was relatively low viewer overlap; [Figure 25]: where among CGM Web
sites, most viewers also saw video content on YouTube. [Figure 26]

Network TV Web Site Viewer Overlap; December 2007 (U.S., Home and Work)

Network TV Site ABC.COM NBC.com CBS Television FOX Broadcasting
ABC.COM NA 16% 5% 4%
NBC.com 24% NA 7% 8%
CBS Television 21% 7% NA 10%
FOX Broadcasting 18% 20% 10% NA
Source: Nielsen Online, VideoCensus
Figure 25

CGM Web Site Viewer Overlap with YouTube
Myspace.com 84%
Veoh 93%
Break.com 87%
Source: Nielsen Online, VideoCensus

Figure 26

3 . . . .
Please read from left to right. For example, only 24 percent of viewers at NBC.com also viewed video content on ABC.com
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