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Abstract

The author aims to reveal the benefits of two standard release strategies for arthouse and
mainstream movies in the Dutch movie industry through multi-study research. Releasing a movie
according to a release schedule requires a specific combination of channel type, order, timing and
pricing aspects. Currently, the ‘sequential’ release strategy is dominant in the market. Recent
developments in the market have given rise to an alternative release strategy, named ‘day-and-date’.
The ‘day-and-date’ strategy eliminates the timing gaps between theatrical and post-theatrical
channels in order to meet customer’s preferences and potentially benefit from the more
concentrated popularity and demand. However, many theatre owners remain averse to applying this
new strategy due to uncertainties regarding its effects. This thesis aims to eliminate these
uncertainties by researching the relationship between a day-and-date strategy and consumers overall
purchase intentions. In addition three variables are studied that influence the relationship between
release strategies and movie type; consumer preferences, opening strength and demand decay. The
findings suggest that a day-and-date release benefits both arthouse and mainstream movies.
Moreover, the sequential release strategy has less benefit for arthouse than mainstream movies
because they have a low opening strength and high demand decay which reduces revenue
generation in post-theatrical channels. The findings suggest that small arthouse movies that already
struggle to reach an audience benefit most from a day-and-date release strategy, though in order to
implement day-and-date there needs to be an alignment of interests for distributors, theatre owners

and home video providers.
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1. Introduction
Ever wondered why you have to wait weeks or months after the theatrical premiere to watch a
movie online? When the movie hits theatres, a marketing campaign will try to catch the attention of
targeted consumers through a splashing premiere, online trailers, and magazine interviews.
However, when consumers are unable to go to the theatre or prefer to watch the movie from the
comfort of their home, they will have to wait for months. It is the industry standard that distributors
release movies in sequential order with several “windows”. The rationale behind a sequential release
strategy is to maximise revenue from each channel using a form of intertemporal price
discrimination. The movie is offered for different prices at certain stages in its lifecycle (Coase, 1972;
Lehmann & Weinberg, 2000; Owen & Wildman, 1992). The windowing schedule of the sequential
release strategy typically starts with the theatrical release, which is the first and exclusive window
(Lehmann & Weinberg, 2000; Owen & Wildman, 1992). Following the theatrical release, distributors
often schedule a holdback period (often referred to as the ‘release gap’) that allows for no
distribution at all (Ahmed & Sinha, 2016; Lehmann & Weinberg, 2000). On average, consumers wait
four months before they can buy the movie on DVD, Blu-ray and Transactional Video-On-Demand
(Ex. Pathé-Thuis) (Kehoe & Mateer, 2015). The sequential release in windows is traditionally the
industry standard in both American as well as European markets. However, the order and duration of
the windows vary among the different genres and countries (Ranaivoson, De Vinck, & Van Rompuy,
2014b).
Three developments, fueled by digitisation, have made consumers more accustomed to control and
fast, on-demand, omnichannel experiences and have led the movie industry to question the
traditional sequential release strategy (Doyle, 2016; Evens, 2010; Kehoe & Mateer, 2015; Ryan &
Hearn, 2010). The first development is the rise of social media. The virality and speed at which news
spreads make movie hypes occur more immediate and global than ever before (Deb, Coate, &
Zemaityte, 2017). A sequential release with holdback periods does not make optimal use of this
concentrated word-of-mouth. The second development is the rise of unlicensed downloading of
copyrighted movies, better known as ‘piracy’, which meant significant losses and challenges for the
movie industry (Burmester, Eggers, Clement, & Prostka, 2016; De Vany & Walls, 2007). To attract
consumers back to licensed channels holdback periods have already been shortened. However, the
question remains if they should be kept at all (August, Dao, & Shin, 2015; Doyle, 2016). The third
development is the rise of online SVOD providers, such as Netflix and Amazon, who disrupted the
movie industry by offering consumers high-quality movies and drama series on-demand, on any
device and with an exceptional user experience (Cha, 2013; Crawford, 2016; Doyle, 2016). Netflix

openly questions the traditional sequential release. In a keynote at the Film Independent Forum the



Chief Content Officer of Netflix Ted Sarandos said “Why not follow with the consumer’s desire to
watch things when they want, instead of spending tens of millions of dollars to advertise to people
who may not live near a theater, and then make them wait for four or five months before they can
even see it?” Moreover, he concluded, “They are probably going to forget.”(Stedman, 2013). The
developments from digitisation thus have given rise to an important question regarding the
traditional sequential release strategy. Do movie producers and distributors not benefit more from a
consumer-centric and multi-channel release?

A simultaneous release in theatres and home-video channels is called a day-and-date strategy
(August et al., 2015; Calzada & Valletti, 2012; Foutz, 2017). In contrast to a sequential release, in a
day-and-date release, the movie is offered simultaneously on multiple channels from the start
(August et al., 2015). In general, movie consumers want to watch a movie soon after its first official
release. The movie’s attractiveness diminishes when it gets older, which is reflected in the decaying
revenue streams over time (Krider & Weinberg, 1998; Luan & Sudhir, 2006; Mukherjee & Kadiyali,
2011). In a day-and-date release, marketing efforts reach both theatrical consumers and home video
consumers at the same time from the moment of initial release (Hilderbrand, 2010). A day-and-date
release promises to be more consumer-centric and have benefits for movie producers and
distributors.

Nonetheless, a day-and-date release strategy has downsides as well. Hennig-Thurau et al. (2007)
found that a simultaneous release on home video yields a cannibalisation effect on the revenues in
the theatrical channel (Hennig-Thurau, Henning, Sattler, Eggers, & Houston, 2007). Due to these
cannibalisation effects most theatre owners, that currently possess a strong position in the industry,
oppose the day-and-date strategy and continue to obstruct initiatives that experiment with it
(Chisholm, Fernandez-Blanco, Abraham Ravid, & David Walls, 2015). In 2011, Universal studios
considered an early release of their movie ‘Tower Heist’ on a VOD premium for a considerable
$59.95, three weeks after the theatrical premiere. After significant protest and a boycott from
theatre owners, Universal decided to keep the traditional sequential release strategy instead (Dickey
& Stewart, 2011). Opposers of day-and-date releases claim that abolishing windows solely benefits
VOD providers (Ranaivoson, De Vinck, & Van Rompuy, 2014a). They argue that it harms and possibly
bankrupts theatres and jeopardises the unique theatrical movie experience which has significant
cultural and economic value (Ranaivoson et al., 2014a). According to the opposers, any experiment
with day-and-date may jeopardise the industry structure, and they urge stakeholders to boycott day-
and-date releases (Bordwell, 2016). The director of the National Association of Theatre Owners, John
Fithian, called day-and-date a “death threat” against theatre owners. He claimed that “if [release]
windows were eliminated, what you would have would be fewer movies, fewer total dollars for the

industry, and less choice for the consumer.” (Kirsner, 2005). The systematic boycott of day-and-date
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releases by theatre owners has made it impossible for researchers to determine which strategy
optimises total sales across all channels for the total market from market data directly (August et al.,
2015; Dalton & Leung, 2017; Gong, Smith, & Telang, 2015).

Most of the industry experiments with day-and-date have been performed with non-mainstream
movies such as auteur films, documentaries, and low-budget or independent movies (Ranaivoson et
al., 2014a). For these movies, it is more difficult to find a large audience, and this makes theatre
owners less inclined to boycott the experiments (Ranaivoson et al., 2014a). At the same time, it could
be an indication that day-and-date strategies offer value for specifically arthouse movies (Ranaivoson
et al., 2014a). The market characteristics and dynamics of the arthouse movie industry have rarely
been researched by management or marketing literature (Kumb, Kunz, & Siegert, 2017; Wohfeil &
Whelan, 2008). Furthermore, previous academic research on sequential and day-and-date release
strategies have never included arthouse movies. Nonetheless, research into how different release
strategies affect arthouse movies is of great importance for managers and policymakers aiming to
advance and promote arthouse cinema. Within the European Union, subsidizing the production,
distribution, and exhibition of arthouse movies is standard practice as they have significant cultural
and national value (Kumb et al., 2017). In theory, day-and-date strategies could benefit arthouse
movies by attracting a broader audience and increasing profitability. The relevance of this research
for policymakers is clearly visible when we look at the dispute between Netflix and the prestigious
Cannes Film Festival of France. The director of Cannes has demanded that all movies in competition
at Cannes have a French theatrical release (Setoodeh, 2018). However, France’s governmental policy
is to protect theatres and actively oppose day-and-date. It states by law (Media Chronology Law) that
films released in French theatres cannot be seen on SVOD platforms for three years following the
theatrical release (“Conseil Superieur de I’Audiovisuel,” 2017). In consequence, Netflix has detracted
all their movies from the festival since they demand that the movies can be seen on Netflix in a day-
and-date release (Setoodeh, 2018). In an interview with Variety, Ted Sarandos was asked if he
believes Cannes might change its mind in the future, and he responded “Yes... ...when he [Thierry
Fremaux, the artistic director of Cannes] realizes how punitive this rule is to filmmakers and film
lovers.”

This thesis hopes to advance the debate on whether or not “filmmakers and film lovers” would be
punished by impeding a day-and-date release. Thereby, this thesis aims to answer the research
qguestion. How does a day-and-date release strategy affect total producer revenue? Moreover, how
does the arthouse or mainstream movie type moderate the relationship between release strategy
and total producer revenue?

As this question cannot be answered from market data, three studies are performed that together

provide an understanding of the relationships between release strategy, movie type and total
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producer revenue. The first study is an online experiment that provides empirical findings on
consumer channel and timing preferences by measuring purchase intentions — as an indicator for a
movie’s total producer revenue — for both arthouse and mainstream movies in sequential and a day-
and-date release. A shortcoming of the online experiment is that it measures purchase intentions at
the moment of theatrical release only. Thereby, it does not measure whether consumers who state
that they intend to buy the movie on sequential home video channels - such as SVOD, TVOD, ITV,
Pay-per-view and DVD - would have that same intention during the sequential window, four months
after the theatrical release. The first study is, therefore, unfitted to estimate revenue development in
sequential home video channels. To overcome this shortcoming, a second and third database study is
conducted that show how the moderator - the arthouse versus mainstream movie type — relates to
revenues generated in sequential home video channels. The second study researches whether
mainstream movies are better available in post-theatrical home video channels than arthouse
movies. The offering of a movie in sequential home video channels is understood to be an indication
that distributors expect to generate sufficient revenue to offer and promote the film in that channel.
The third study researches how revenues from the theatrical channel relate to revenues of the
sequential TVOD channel. The cross-channel revenue decay of mainstream movies is compared to
that of arthouse movies. In combination, the three studies are able to estimate how a day-and-date
release strategy affects arthouse movies in comparison to mainstream movies.

Chapter one provides an overview of the academic literature on release strategies that focus on the
optimal timing, pricing and order of movie releases on different channels. Chapter two defines
arthouse and mainstream and describes characteristics of arthouse movies that impact the
relationship between release strategy and revenue. In chapter three the academic literature is
integrated into a theoretical framework, and the conceptual model of this thesis is presented.
Chapter four, five and six present the research designs and results of the first, second and third
study. In chapter seven the results are integrated, and an overview of all studies is provided. Chapter
eight discusses the findings and relates them to the academic discourse and practice. Chapter nine
presents conclusions, limitations of this research, and recommendations for further research on day-

and-date release strategies.
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2. Revenue-optimizing release strategies

This chapter provides an overview of the academic literature on movie release strategies and their
findings on the optimal time, price and order to release a movie in a specific channel. These studies
highlight several factors that influence the choice for a specific release strategy. An overview of these
influencers is laid out in the theoretical framework in figure 2 (chapter 4). In the first section, the
concept of a release strategy is explained. The second section provides an overview of the academic
literature on the optimisation of release timings in a sequential release strategy. The third section
gives an overview of the academic literature that is focused primarily on a day-and-date release
strategy. The final section of this chapter highlights academic research that included movie-specific
factors as influencers of the release strategy. Through this wide selection of academic literature on
the topic, this research is positioned within the broader academic discourse. The chapter holds a
description of typical release strategies, their characteristics, (dis)advantages and this helps to

further detail and define the research questions that are answered in this thesis.

2.1. Release strategy: the optimal coordination of channel & timing
Hennig-Thurau et al. (2007) point towards three optimisation variables that together determine the
most optimal release strategy for producers; channel pricing, channel timing, and channel order
(Hennig-Thurau, Henning, Sattler, et al., 2007). The combination of the three optimisation variables

together form the release strategy (see figure 1).

Optimization Variables

Channel order

............ |
' 1
E Maximum i
i producer revenues _/ |
' 1
i

Channel pricing Channel timing

Figure 1 Optimization variables adapted from Hennig-Thurau et al. (2007)

The three most common release strategies are the sequential release, the day-and-date release and
the direct-to-video release (August et al., 2015). A sequential release strategy typically has an
exclusive first window in theatre and offers home-video options for a lower price in later windows
(Lehmann & Weinberg, 2000). A day-and-date release strategy has a simultaneous release in both
theatre and home video channels (August et al., 2015; Calzada & Valletti, 2012; Elberse & Eliashberg,
2003). A direct-to-video release skips the theatrical channel entirely and releases directly to home
video (August et al., 2015). These strategies are defined by their specific channel order and timing.
However, pricing of channels are unspecified and flexible. This thesis compares the traditional
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sequential release with the simultaneous day-and-date release and thus solely focuses on the

channel timing and order aspect of the release strategy.

2.2. The sequential release strategy
The sequential release schedule typically starts with an exclusive theatrical release, however at what
time the movie becomes available on the second channel or for what price may differ. This passage,
describes several studies, focusing on American mainstream movies, that aim to find the optimal
time to release a movie on the second channel. All of the studies found that revenue increases when
the timing between the two windows was shortened in comparison to the industry standard practice
(Ahmed & Sinha, 2016; Lehmann & Weinberg, 2000; Luan & Sudhir, 2006).
The first study into this theme was conducted by Lehmann & Weinberg (2000) who researched 35
major and well-known American movies. Based on their findings they conclude that, on average, an
optimal release time on the second channel (in this study video rental) is between 3 to 10 weeks
after theatrical premiere even though the industry practice then was 24 weeks (Lehmann &
Weinberg, 2000). Lehmann & Weinberg also refer to cannibalization effects that potentially occur
when the release time is shortened (Lehmann & Weinberg, 2000). In their model, they assume that
cannibalization of theatrical revenue through an early home video release will occur, but note that
the extent of the effect of flexible schedules is difficult to accurately estimate because market data
only provides information on fixed schedules (Lehmann & Weinberg, 2000). Luan & Sudhir (2006)
researched movies whose box office gross was over five million dollars - explicitly eliminating movies
targeted towards a niche audience of their different marketing strategy and found that the optimal
time to release a movie on the second channel (DVD) should be shortened to 11 weeks after
theatrical premiere (Luan & Sudhir, 2006). At the time of the study, the DVD release was typically
scheduled 19 weeks after the theatrical premiere (Luan & Sudhir, 2006).
Ahmed & Sinha (2016) used Copula modelling to jointly model theatrical revenues as well as DVD
sales of 800 American movies (Ahmed & Sinha, 2016). They conclude that the optimal timing
between releases is on average 15,8 weeks which is not far from the industry average waiting time of
17,8 weeks (Ahmed & Sinha, 2016). One explanation that other researches prior to the study of
Ahmed & Sinha (2016) came to contrasting conclusions is that (Ahmed & Sinha, 2016) assumed a
different ‘decay rate’.
The decay rate shows at what rate the demand for a movie declines during the entire release period
(Owen & Wildman, 1992). A large proportion of the movie’s total revenues is collected in the short
period after the channel’s first release (Ahmed & Sinha, 2016; Elberse & Eliashberg, 2003; Lehmann &
Weinberg, 2000). Consumers prefer to watch a movie as soon after release as possible (Hennig-

Thurau, Henning, Sattler, et al., 2007; Mukherjee & Kadiyali, 2011). An increase in revenue after
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opening week usually never happens, except for rare exceptions (King, 2007; Krider & Weinberg,
1998; Rosen, 1993). Mukherjee & Kadiyali (2011) found that a time lag between the movie rental and
movie purchase window reduces the total revenue since more consumers choose not to buy or rent
the movie at all when newer movies have become available (Mukherjee & Kadiyali, 2011). These
results confirm that consumers do not want to wait for their content but instead watch the newest
and most popular movies available (Mukherjee & Kadiyali, 2011). Lehmann & Weinberg (2000)
explain the decay rate by the decreasing effects of the introductory marketing campaign over time
(Lehmann & Weinberg, 2000). In their model, they assume that a longer delay between the theatrical
release and the video release results in a decrease in sales in the video channel (Lehmann &
Weinberg, 2000). Luan & Sudhir (2006) assume a similar effect which they refer to as ‘buzz decay’,
which illustrates how a ‘buzz’ decreases over time (Luan & Sudhir, 2006). In contrast, Luan & Sudhir
also pointed to the forward-looking attitude of consumers who might decide to wait for the cheaper
product in another channel when they know it will be released soon (Luan & Sudhir, 2006).
Potentially, this attitude creates a cannibalization effect on the theatrical revenue. They point out
that the other channels may be seen as both a substitute as well as a complementary product at the
same time (Luan & Sudhir, 2006). It is incorrect to view both channels as pure substitutes since
consumers may watch the movie in theatres and decide to buy the DVD later (Ahmed & Sinha, 2016;
Luan & Sudhir, 2006). Their model allows for the audience demand to increase after the consumer
has seen the movie in theater and it is released on DVD, hereby capturing the phenomenon wherein
demand decreases right after theatrical premiere but could increase again after a certain period of
time when people are persuaded to repurchase the product through a different channel (Luan &
Sudhir, 2006). However, as Ahmed & Sinha (2016) pointed out Luan & Sudhir (2006) ignored the
probable assumption in their model that the length of release gaps affects word of mouth (WOM)
and consequently the decay rate. They argue that longer release gaps increase the development of
WOM which could potentially benefit small-budget movies or movies that were poorly received in
theatres (Ahmed & Sinha, 2016). They ground the assumption in diffusion theory where ‘adopters’
(those who purchase the DVD) are influenced by ‘innovators’ (those who watched the movie in
theaters) who have built up excitement around consumers (Ahmed & Sinha, 2016; Bass, Mahajan,
Vijay, Eitan, & Muller, 1990). Ahmed & Sinha (2016) challenge the assumption that the decay rate in
the second channel is a function of time starting from the theatrical release date. By assuming a
lower decay rate in their model they indicate that the optimal timing between releases on average is
15,8 weeks, which is a much longer gap than the 3 — 10 weeks modelled by Lehmann & Weinberg
(2000) (Ahmed & Sinha, 2016; Lehmann & Weinberg, 2000). However, the assumptions by Ahmed &
Sinha (2016) that release gaps between channels should be prolonged in order to provide time for

word-of-mouth (WOM) to develop contradicts arguments provided by Elberse & Eliashberg (2003)
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who claim that release gaps between countries should be shortened because excess time lag
between a home market release and the international release, makes it harder to keep momentum
and buzz for the movie (Elberse & Eliashberg, 2003). The marketing momentum created at the start
of the theatrical window influences revenue in other sequential channels as well, but it wears out
quickly when newer successful movies are released (Bikhchandani, Hirshleifer, & Welch, 1992;
Elberse & Eliashberg, 2003). In addition, Elberse & Eliashberg (2003) found that the box office
performance during the opening weekend of a theatrical release is the key performance indicator of
overall revenue generation in theatre, successive windows and also in foreign countries (Elberse &
Eliashberg, 2003). This supports the conclusion of Lehmann & Weinberg (2000) that the channel
release timings should be determined flexible based upon a combination of the opening strength (the
number of opening screens in the theatrical release) and the expected decay rate of the movie
(Lehmann & Weinberg, 2000). They suggest producers should adapt their release strategy as soon as
producers have information on the sales pattern in the opening week of theatrical release (Lehmann

& Weinberg, 2000).

2.3. The day-and-date release strategy
In 2006 the DVD channel was the most significant source of revenue out of all channels. As a result
industry leaders, as well as academics, started to wonder whether or not theatre would be able to
keep its exclusive release with such popular alternative channels available (Hennig-Thurau, Henning,
& Sattler, 2007). Due to a lack of market data on day-and-date, some scholars turn to econometric
models that project revenue maximizing release strategies based on literature-based assumptions in
combination with market data (August et al., 2015; Calzada & Valletti, 2012). Other scholars use
conjoint choice analysis (survey-based) to measure consumer preferences regarding the timing, order
and pricing of movies (Burmester, Eggers, Clement, & Prostka, 2016; Hennig-Thurau, Henning,
Sattler, et al., 2007).
The study by Hennig-Thurau et al. (2007) suggests that movie producers in the United States can
generate more aggregated revenue through a simultaneous release in theatres and on rental home
video but to lose the exclusive theatrical release would be devastating for the revenues of theatre
owners (Hennig-Thurau, Henning, Sattler, et al., 2007). Likewise, the study by Calzada & Valletti
(2012) shows that vertically integrated firms (i.e. producers that own theatres) can potentially
increase revenues through a day-and-date release, while in practice a sequential distribution is
usually the outcome of negotiations between producers and exhibitors (Calzada & Valletti, 2012). A
report for the European Union by Ranaivoson et al. (2014) supports these findings; many
experiments with day-and-date releases have been set up by vertically integrated firms that control

production and exhibition (Ranaivoson et al., 2014a). Movie producers use a release strategy to

15



pursue maximum total production revenue. Inter-channel cannibalization effects are irrelevant for
them. However, when contractual agreements between producers, distributors and exhibitors make
a distribution through one channel more profitable than the other, these cannibalization effects
should not be ignored from the point of view of the producer (Calzada & Valetti, 2012). Hennig-
Thurau et al. (2007) also look at regional differences between the United States, Japan and Germany.
They found that a day-and-date release strategy is not equally promising for both Germany and Japan
since the increase in DVD sales would hardly be offset by the cannibalisation on theatre tickets in
these markets. This study is based upon a conjoint choice analysis that is conducted in 2007 and does
not necessarily reflect current market conditions since they have changed substantially since then;
DVD sales have dropped dramatically, piracy has increased, and video-on-demand services (e.g.
Netflix) have become major players in European countries (Kehoe & Mateer, 2015; Waardenburg,
2017).This study assumes but does not measure the exact cross-channel spillover effects of
awareness . A study by Gong et al. (2015) researched how price discounts on one channel affect sales
on the other. The authors found that digital movie consumers are highly sensitive to price
promotions, but that promotions in the digital sales channel do not cannibalise on digital rentals
channel (Gong et al., 2015). They conclude that price promotions on one channel increase the
awareness on the other channel (Gong et al., 2015). Furthermore, Hennig-Thurau et al. (2007)
presented nine large budget American movies to respondents of the survey and asked them to state
their channel, timing and pricing preference for the movies they wanted to watch (Hennig-Thurau,
Henning, Sattler, et al., 2007). Due to the setup of the study, they disregarded the possibility that
respondents can have different preferences for less popular or arthouse movies. Another drawback is
that Hennig-Thurau et al. (2007) did not incorporate unlicensed distribution into their research while
industry leaders today use it as an important argument in favour of day-and-date (Burmester et al.,
2016; Hennig-Thurau, Henning, Sattler, et al., 2007).

Burmester et al. (2016) conducted a similar conjoint choice analysis but focused on the effects of
release strategies on unlicensed usage (Burmester et al., 2016). They conclude that although
changing timing and pricing of a movie release benefits profits, it does not impact unlicensed usage
in such a way that it can make-up for the profits lost because of unlicensed usage (Burmester et al.,
2016). According to the study, the optimal release schedule is a day-and-date, where the price of
theatre tickets is 15 euros, discs are 12 euros, download-to-rent sells is 30 euros, and download-to-
own is 30 euros but is released three months later (Burmester et al., 2016). The authors point out
that a sequential release strategy does not maximise revenues. However, since their focus is on the
effects of timing and pricing decisions on unlicensed usage, the findings on revenue maximisation
have not been further supported by literature or theory (Burmester et al., 2016). Additionally, they

note that although introducing day-and-date increases the total number of paying customers it is
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likely that it also alters the mix of the paying customers within the different channels (Burmester et
al., 2016). Cannibalisation — where the number of paying customers in one channel is increased at the
cost of another channel — depends though on the pricing of the individual channels (Burmester et al.,
2016). Furthermore, they argue that movie consumption on unlicensed VOD channels also increase
word-of-mouth (WOM) and recommendations, which in turn also has a positive effect on the total
demand (Burmester et al., 2016).

August et al. (2015) researched how congestion in theatres affect the outcome of a day-and-date
release (August et al., 2015). In peak seasons such as summer and Christmas for the U.S., and during
Sinterklaas and Christmas for The Netherlands, there is much congestion which has a direct effect on
box office revenues (Dalton & Leung, 2017; Eliashberg, Elberse, & Leenders, 2006; Krider &
Weinberg, 1998). August et al. (2015) found that during these periods, when there is a lot of
competition and demand, movies with a high quality and high content durability (a movie that
incentivizes multiple purchases) may benefit from a ‘day-and-date’ release since it increases capacity
almost infinitely (August et al., 2015). During low season, when there is less competition and less
demand, day-and-date tactics will benefit movies with low content durability under the condition
that the producer’s revenue share of the theatre channel is lower than the producer’s revenue share

of the video channel (August et al., 2015).

2.4. Movie-specific influencers of release strategies
The literature in this section disputes the assumption that one categorical release strategy can be
applied to the release of all movies. Besides the more generic factors, (revenue) performance of
movie releases is also influenced by movie-specific factors. When August et al. (2015) researched the
effects of high congestion and day-and-date strategies on revenue, the authors theorized that these
effects potentially were moderated by the quality of a movie (August et al., 2015). The authors
suggest that each movie has an inherent level of “quality” and associate a high-quality movie with
the blockbuster Avatar, one of the most expensive movies ever made, for its special effects and 3-D
features (August et al., 2015; Barnes, 2009). The authors theorize that high-quality movies generate a
higher willingness to pay and attracts consumers to experience the movie in theatre rather than
through home video channels (August et al., 2015). They suggest that a low-quality movie, on the
other hand, could benefit from a direct-to-video release strategy to avoid competition from other
movies in the theatrical window (August et al., 2015). Moreover, the authors suggest that some
movies have higher content durability than others, which means that for these movies repeat
purchases in both the theatrical and home video channel are more likely (August et al., 2015). They
argue that children’s movies or movies that have established subcultures (e.g. “StarWars”) have a

high content durability, while documentaries or historical dramas (e.g. Hotel Rwanda”) have a
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relatively lower content durability because the latter is more informative while the former is more
entertaining (August et al., 2015). The authors suggest that high-quality movies with high content
durability could benefit from a day-and-date release during the high season to allow all viewers to
watch the movie regardless of any possible capacity constraints of theatres (August et al., 2015). In
another study that incorporates movie-specific factors, Ahmed & Sinha (2016) suggest that movies
with well-known stars attract consumers to theatres, and releasing a movie on DVD sooner would
increase the cannibalization effect on the theatrical revenues (Ahmed & Sinha, 2016). Ahmed & Sinha
(2016) also found that movies with a high critical rating should be released on DVD much later than
movies with a low critical rating (Ahmed & Sinha, 2016). Following the author's arguments, high
critical rating attracts interest from consumers and increase performance in the first theatrical
window. An early DVD release could, therefore, boost cannibalization on box office sales (Ahmed &
Sinha, 2016).

Ahmed & Sinha (2016) also included genre in their research. Their findings show that an earlier
release on DVD could benefit action and horror movies, but not drama, comedy or adventure movies
(Ahmed & Sinha, 2016). At first, they expected a different result. They expected that action movies
would have high theatrical quality due to enhanced viewing experience as a result of superior
surround sound systems in theatres. This would lead to higher box office sales, and consumers
would not want to purchase the DVD shortly after their visit to the theatres, therefore a later DVD
release would be beneficial (Ahmed & Sinha, 2016). The authors do not provide an explanation for
the contradicting findings but make a general note it can be beneficial to consider genre when
creating the release strategy (Ahmed & Sinha, 2016). The same movie-specific influencer is examined
by Hennig-Thurau (2007) who researched how genre-specific differences affect consumer channel
preferences, for which they found only very moderate effects (Hennig-Thurau, Henning, Sattler, et
al., 2007). Consumers of comedies somewhat preferred home video rental channels, while
consumers of action and fantasy movies somewhat preferred the theatrical or DVD channel (Hennig-
Thurau, Henning, Sattler, et al., 2007). They note that it would be advisable to replicate the research
with a sample that contains a larger number of movies (Hennig-Thurau, Henning, Sattler, et al.,

2007).
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2.5. Hypothesis: A day-and-date release strategy increases total

producer revenue in comparison to a sequential release strategy
In line with the findings by Hennig-Thurau et al. (2007), Calzada & Valetti (2012), and Burmester et al.
(2016) it is argued that producers and distributors who pursue a day-and-date release strategy will
increase total producer revenues due to two reasons (Burmester et al., 2016; Calzada & Valletti,
2012; Hennig-Thurau, Henning, Sattler, et al., 2007).
First, the number of paying viewers will increase in a day-and-date release strategy because
consumers that have a preference for the home video channel will be offered a paid viewing option
at the moment of release. It is expected that there will be a number of ‘switchers’ from unlicensed
channels which will increase sales (Burmester et al., 2016; Calzada & Valletti, 2012; Hennig-Thurau,
Henning, Sattler, et al., 2007). Furthermore, consumer demand is highest at the moment of initial
release and decays over time (Elberse & Eliashberg, 2003). Postponing the home video release in a
sequential strategy will mean that some home video consumers will no longer be interested at the
time of the next window because they prefer to watch the newest movies available instead
(Mukherjee & Kadiyali, 2011).
Second, home video consumers will pay a higher price for the movie when they watch it soon after
release in the first window instead of in the second window. Theatre owners will generate less
revenue in a day-and-date release in comparison to a sequential release. From a producer
perspective, this is irrelevant since both home video prices as well as the total number of viewers are
increased in a day-and-date strategy thereby positively influencing total producer revenue (Hennig-
Thurau, Henning, Sattler, et al., 2007). Due to these benefits, movie producers who are not
constrained by the demands of theatre owners will opt for a day-and-date strategy (Calzada &
Valletti, 2012). Furthermore, while out of the scope of the research of this thesis, an increased
amount of consumers will most likely lead to additional WOM and recommendations, which in turn
positively impacts revenue (Burmester et al., 2016). The simultaneous release on different channels
will also generate spillover effects that will lead to an increase in awareness on both channels (Gong

et al., 2015; Luan & Sudhir, 2006).
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3. Arthouse versus mainstream
In this chapter, it is argued that the impact of release strategies differ for arthouse and mainstream
movies. The academic discourse revolving around release strategies — as discussed in the previous
chapter — does not explicitly include arthouse movies in the scope of their research. For example,
Lehmann & Weinberg (2000) analyzed 35 major and well-known American movies, Hennig-Thurau et
al. (2007) selected nine mainstream American movies for their conjoint choice analysis, and Luan &
Sudhir (2006) focused on movies whose box office performance was above five million dollars
explicitly eliminating movies targeted towards a niche audience. The first section of this chapter
describes the conceptual differences between the arthouse and mainstream movie-type. The second
section argues how these different characteristics of arthouse and mainstream are expected to have
a different effect on consumer channel preferences. The last section argues that the rate of decaying
demand differs for arthouse in comparison to mainstream movies and describes its consequences for

the profitability of arthouse movies in sequential home video channels.

3.1. Definitions of arthouse and mainstream movies
The difference between arthouse and mainstream is defined in a myriad of ways in academic
research (see table 1). On an individual movie-level, conceptual definitions generally focus on the
‘artistic’ versus ‘commercial’ qualities (Bagella & Becchetti, 1999; Baumann, 2002). While arthouse
movies are primarily regarded as a form of ‘art’, mainstream movies are primarily regarded as
‘entertainment’ (Holbrook & Addis, 2008). Additionally, arthouse movies typically have lower
marketability than mainstream movies which is a result of lower production and advertising budget,
lower star power and lower production value (the intensity of expensive decors, special effects,
stunts, etcetera) (Bagella & Becchetti, 1999; Baumann, 2002; Caves, 2000; Gemser, Van Oostrum, &
Leenders, 2007; King, 2007). Furthermore, the “success” of arthouse movies is generally measured by
industry recognition such as awards, while the “success” of mainstream movies is measured by
market performance such as high box office results (Holbrook & Addis, 2008). Arthouse movies
primarily need positive evaluative judgements of critics and consumers to attain success, while
mainstream movies need a large amount of attention and buzz (Holbrook & Addis, 2008). Arthouse
and mainstream movies also differ in their target audience; mainstream movies aim to attract bigger
and more general audiences while arthouse movies tend to be focused on smaller audiences and
niche markets (Gemser et al., 2007; Holbrook & Addis, 2008; Zuckerman & Kim, 2003). Arthouse
movies are generally associated with a narrow-release on a small number of theatre screens,
whereas mainstream movies usually have in a wide-release on a large number of theatre screens
(King, 2007; Reinstein & Snyder, 2005). A study by King (2007) suggests that critics have a preference

for movies with a narrow-release since the findings of this study show that critical ratings are
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generally higher for movies with a narrow-release compared to movies with a wide-release. King
(2007) also shows that foreign language movies and documentaries with a narrow-release only in
rare incidences receive a wide-release later on thanks to high critical ratings (King, 2007). In a study
by Zuckerman & Kim (2003) the differences in “market identity” for both arthouse and mainstream
movies are explored (Zuckerman & Kim, 2003). Besides the difference in release size, they found that
the arthouse or mainstream identity of a movie is given by market players such as distributors,
exhibitors and critics. They found that most U.S. movie distributors, exhibitors and critics focus either
on arthouse or mainstream movies to better cater to that segment of the market (Zuckerman & Kim,
2003). In many other countries, such as The Netherlands, movies are also released by specialized
distributors and exhibited by theatres that specialize in either arthouse or mainstream movies
(Bohme & Miiller, 2011; Gemser et al., 2007). In congruence with the approach by Zuckerman & Kim
(2003), the operationalization of the concepts arthouse and mainstream will be based in this thesis

upon the movie’s market identity.

Table 1 Table representing the different characteristics of arthouse and mainstream movies

Arthouse Mainstream
Artistic Commercial
Art Entertainment

Low marketability

Low star power

Low advertising budget
Low production budget
Low production value
Industry recognition
Evaluative judgements
Niche target audience
Narrow-release
Arthouse theatres

Arthouse distributors

High marketability

High star power

High advertising budget
High production budget
High production value
Market performance
Attention and buzz
Broad target audience
Wide-release
Commercial theatres

Mainstream distributors

3.2. Consumer preferences
Consumer channel and timing preferences are an essential influencer of release strategies. As
described in the previous chapter, several academic studies suggest that movie specific factors —such
as movie quality, critical ratings, star power and genre — influence consumer’s channel and timing

preferences and thereby their release strategy. In this thesis, it is argued that the findings regarding
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movie quality, star power and critical ratings can equally be associated with the behavioural
dynamics incited by arthouse and mainstream movies.

Although Ahmed & Sinha (2016) and August et al. (2015) research American movies only, some of
their findings are associated with arthouse and mainstream characteristics. The concept of “high
quality” by August et al. (2015) relates to movies with massive budgets and a high intensity of special
effects or 3-D features (August et al., 2015). High quality in their research can be associated with
mainstream movies. Mainstream movies generally have higher budgets, more special effects and
better sound quality, while arthouse movies typically have less production budget, less special effects
and sound quality (Bagella & Becchetti, 1999; Baumann, 2002; Gemser et al., 2007). The authors
assume that movies with a high theatrical quality. Thus, mainstream movies, attract consumers to
the theatrical window (August et al., 2015). When faced with high congestion, arthouse movies
benefit from a direct-to-video release strategy in order to avoid competition in the theatrical
window, while mainstream movies would benefit from a day-and-date strategy to counter capacity
constraints of theatres (August et al., 2015). Similarly, Ahmed & Sinha (2016) found that movies with
a lot of star power, which can be associated to mainstream movies, attract consumers to the
theatrical window (Ahmed & Sinha, 2016). For this reason, they suggest that movies with a lot of star
power benefit from a later DVD release to avoid cannibalization of the, under the assumptions of
their study more profitable, theatrical window (Ahmed & Sinha, 2016). Both studies thus suggest that
mainstream movies attract consumers to the theatrical window, however, whether they are
attracted to this window for the channel aspect or timing aspect remains unclear. The research by
Ahmed & Sinha (2016) also suggests, although, with a lower significance level, that high critical
ratings attract consumers to the theatrical window. As the study by King (2007) shows, critical ratings
are expected to be higher for arthouse movies (King, 2007). Therefore, one might argue that
consumers of arthouse movies are attracted to the theatrical window. However, Ahmed & Sinha
(2016) do not report on the interaction effects between star power and critical ratings. Thus,
consumer preferences for arthouse (low star power and high critical rating) and mainstream movies
(high star power and low critical rating) cannot be inferred.

The studies by Ahmed & Sinha (2016) and Hennig-Thurau et al. (2007) include genre as an influencing
factor of the release strategy. Both studies find significant limited effects. However, they contradict
in findings since Ahmed & Sinha (2016) found that consumers of drama, comedy or adventure movies
are attracted to the theatrical channel, whereas Hennig-Thurau (2007) found that consumers of
action and fantasy are attracted to the theatrical channel (Ahmed & Sinha, 2016; Hennig-Thurau,
Henning, Sattler, et al., 2007). Both studies theorize that some genres can provide more theatrical
attraction through superior audiovisual elements such as the intensity of special effects or sound

which consequently influences heterogeneous movie consumption. However, the distinction on the
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genre is not ideal to account for heterogeneous movie consumption because each genre can possess
superior audiovisual elements depending on their production budget. Moreover, in the distinction
between arthouse and mainstream movies the differences in theatrical attraction are very explicit for
they differ in production budget and consequently production value. For this reason, in this thesis, it
is argued that mainstream movies possess qualities that attract consumers to theatres rather than
home video channels.

When consumers express preferences for future consumption, they are inconsistent with the
subsequent revealed preferences. A study by Milkman et al. (2009) shows that consumer preferences
are systematically time-inconsistent depending on the nature of products (Milkman, Rogers, &
Bazerman, 2009). In their study, the authors examine movie rental and return patterns of customers
from an online DVD rental provider over a period of four months (Milkman et al., 2009). Their
findings show that patterns differ for “want movies” movies that are entertaining, such as action
movies, and “should movies” movies that are virtuous or informative, such as documentaries
(Milkman et al., 2009). Consumers tend to postpone the return of should movies significantly longer
than the return of want movies, and when they rent both should and want movies in one order, they
return the want movies sooner (Milkman et al., 2009) According to the authors this signals that when
consumers rent movies (show their preference for later) they have a bias in favor of should movies,
but at the moment of consumption (show their preference for now) they favor want movies
(Milkman et al., 2009). Therefore, when measuring consumer preferences for the future, the nature
of the movie should be taken into account when estimating actual behaviour. In this thesis,
mainstream movies are associated to want movies for they possess entertaining qualities, while

arthouse movies are associated to should movies for they possess virtuous or informative qualities.

3.3. Demand decay
The research on sequential release strategies shows that the estimation of the rate of decay has a
significant impact on the optimal release timings of movie releases. The model by Lehmann &
Weinberg (2000) shows that the optimal release time between channels is 3 — 10 weeks after
theatrical premiere, whereas the model by Ahmed & Sinha (2016) predicts an optimal release time of
on average 15,8 weeks after theatrical premiere (Ahmed & Sinha, 2016; Lehmann & Weinberg,
2000). The scholars came to different conclusions by modelling a different decay rate (Ahmed &
Sinha, 2016). The decay rate of an individual movie influences how much post-theatrical sequential
home video channels add to the total producer revenue. If the demand for some movies decays
faster than the demand for other movies, the revenue generation in sequential windows will be
proportionally less substantial. As the suggested by Lehmann & Weinberg (2000), the optimal release

strategy should be determined based on their opening strength and decay rate (Lehmann &
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Weinberg, 2000). Consequently, in this thesis, it is argued that movies with a high decay rate benefit
more from a day-and-date release strategy in comparison to movies with a low decay rate.
Moreover, the following sections argue that the sales pattern of arthouse and mainstream movies
differ, in such that arthouse movies have a higher decay rate than mainstream movies.

In the academic literature, the decay rate is assumed to be affected by reviews and WOM (Luan &
Sudhir, 2006; Owen & Wildman, 1992). Reviews and WOM have a strong effect on the performance
of experiential products such as movies because they enable consumers to assess the movies’ quality
before they have actually experienced it (Eliashberg & Shugan, 1997). There are contradicting
theories in the academic literature regarding how the development of WOM influences the decay
rate. The study by Elberse & Eliashberg (2003), regarding the top 25 box office hits from the U.S.,
shows that release gaps should be shortened because WOM, and thereby revenue, weakens over
time (Elberse & Eliashberg, 2003). However, this study does not provide empirical findings for the
development of WOM in relation to arthouse movies. Moreover, other academics theorize that
demand for narrow-released movies might increase when release gaps are prolonged because WOM
needs time to develop (Dalton & Leung, 2017; Luan & Sudhir, 2006).

Arthouse movies have a small advertising budget and low marketability. As a result, they provide
consumers with less recognizable attributes to assess the quality of the movie before purchase
(Gemser et al., 2007). This makes arthouse movies more reliant on other indicators of quality such as
those offered through critical reviews and WOM when compared to mainstream movies (Gemser et
al., 2007; Reinstein & Snyder, 2005). For this reason, the revenue effects of positive critical reviews
are exponential for narrow-released movies, usually arthouse movies, and considerably smaller for
wide-released movies, usually mainstream movies (Reinstein & Snyder, 2005). These findings are
confirmed in a case study by Peukert et al. (2017) that shows how box office was impacted by the
shutdown of a major piracy enabling website Megaupload (Peukert, Claussen, & Kretschmer, 2017).
They found that unlicensed VOD channels, on average, have a positive impact on theatrical sales due
to information externalities (Peukert et al., 2017). Unlicensed VOD in the theatrical window increases
the total number of viewers in that window which in turn increases WOM and recommendations and
results in a positive effect on theatrical revenue (Oestreicher-Singer & Sundararajan, 2012; Peukert et
al., 2017). However, they found a different effect for narrow-released and wide-released movies.
After the shutdown of the website, theatrical revenues of narrow-released movies decreased while
theatrical revenues of movies that opened with a wide-release increased (Peukert et al., 2017). The
authors suggest that these results are driven by the low marketing power of niche movies that are for
that reason more influenced by the development of WOM (Peukert et al., 2017). Additionally,
research by Gemser et al. (2007) shows that critical reviews influence the decision of arthouse

visitors to watch the movie in cinema, while mainstream theater visitors instead also rely on other
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sources of information (such as star power) for their decision to go to cinema (Gemser et al., 2007).
Critical reviews are thus an influencer of theatrical revenue of arthouse movies while they are only a
predictor of theatrical revenue for mainstream movies (Gemser et al., 2007). Moreover, Gu, Tang &
Whinston (2013) researched the particular effect of eWOM on sales of niche books (Gu, Tang, &
Whinston, 2013). The authors found that positive eWOM has less impact on product popularity of
niche products than of the popularity of mainstream products, while negative eWOM impacts the
popularity of niche products more (Gu et al., 2013). They derive at the conclusion based on theory
from behaviour heuristics. According to this theory, consumers tend to rely on information consistent
with their prior belief, as a consequence consumers overreact on positive reviews of popular
products and negative reviews of unpopular products (Gu et al., 2013). Following the author's
arguments, this behavioural effect limits the development of demand for unpopular niche products
when they have negative or partisan reviews (Gu et al., 2013). In the same line of reasoning, it can be
theorized that the demand for arthouse movies decays faster than the demand for mainstream
movies when reviews are negative or partisan (Gu et al., 2013). For these reasons, it is hypothesized
that arthouse movies have a higher demand decay, which results in lower relative revenues in
sequential home video channels.

The effects of a higher demand decay should be visible when the profitability of arthouse offerings in
sequential home video channels are analyzed. The profitability of niche offerings in sequential home
video channels is a popular source of debate in the academic discourse. One of the most famous
theories on niche experiential products is that of the long tail (Anderson, 2006). The long tail theory
suggests that in an increasingly digital environment, producers that sell a large amount of niche
products become more profitable relative to those that sell only a few hits (Anderson, 2006). From a
supply perspective, this theory is supported; digitization has increased the available offer of niche
products facilitated by lower storage costs for online movie providers compared to offline stores
(Anderson, 2006; Elberse, 2008). The rise of online movie providers and the global nature of the
internet has enabled niche movie producers to sell their products to audiences in other countries
where they before would never have been sold (Anderson, 2006). The lower distribution costs online
provide an opportunity for low-budget arthouse movies, as Elberse (2008) measured from the
increased offer and variety in online catalogues (Elberse, 2008). However, from a demand
perspective, the increased variety of offer does not make sales spread over all products, but it herds
them towards the most popular products (Elberse, 2008; Tan, Netessine, & Hitt, 2017). Researching
this effect in the American movie industry Tan, Netessine, & Hitt (2017) found that the increased
variety of titles has moved customer demand away from each movie title towards the most popular
titles, making the niche and arthouse movies less profitable (Tan et al., 2017). Even more intriguing is

that they found this herding effect to be significantly greater for niche titles than popular titles, which
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makes the business case for experimental small arthouse titles even more difficult than before
digitization (Tan et al., 2017). The findings of Elberse (2008) who analyzed different sources of market
data and Tan et al. (2017) suggest that the long tail theory - that suggests digitization enables a
growing quantity of niche movies to make a profit online - does not reflect what is happening in the
market (Elberse, 2008; Gu et al., 2013). The study of Elberse (2003) shows that, with digitization,
there has indeed been a growing number of titles on offer but the relative revenues of individual

niche products have decreased (Elberse, 2008).

3.4. Hypothesis: A day-and-date release strategy of arthouse movies
increases total producer revenue more than day-and-date release

strategy of mainstream movies
Arthouse and mainstream movies have different characteristics. Switching from a sequential release
strategy to a day-and-date release strategy has a higher expected positive effect on revenues for
arthouse than for mainstream movies due to two reasons.
The first reason for this difference is that arthouse and mainstream movies attract consumers to
different channels. The studies by Hennig-Thurau et al. (2007), August et al. (2015) and Ahmed &
Sinha (2016) suggest that movie-specific factors — genre, quality (relating to production value), star
power and critical ratings — influence the performance of a release strategy (Ahmed & Sinha, 2016;
August et al., 2015; Hennig-Thurau, Henning, Sattler, et al., 2007). The theoretical underpinnings of
these studies rely on the idea that these factors explain heterogeneity in consumer channel, timing
and pricing preferences. However, the findings on the genre as an explanatory variable by Ahmed &
Sinha (2016) and Hennig-Thurau et al. (2007) are inconclusive and contradictory on which genre
attracts consumers to the theatrical window. Furthermore, the findings of Ahmed & Sinha (2016) and
August et al. (2015) suggest that production value, star power and critical ratings attract consumers
to the theatrical window. However they do not specify consumer’s motivations to choose for the
theatrical window for the channel or timing aspect. The explanatory variable arthouse and
mainstream movies provide a promising alternative to explain this heterogeneity in consumer
behaviour because the disparity in attraction to the theatrical channel is very explicit. Mainstream
movies generally have higher production budgets and superior audiovisual elements that attract
consumers to watch the movie in the theatre on a large screen with surround-sound systems.
Consequently, mainstream movies are better able to generate revenue in the theatrical channel than
arthouse movies. However, both star power - which is associated with mainstream movies - and
critical ratings - which is associated with arthouse movies - can convince consumers to pay a higher
price and watch the movie soon after its release in the first window. For this reason, a day-and-date

strategy is expected to attract both arthouse and mainstream consumers to the more expensive
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home video option in the first time frame. In this thesis, it is expected that the relative revenue
impact is higher for arthouse than for mainstream due to the origin of the consumers that switch
from one channel to the home video option in the first time frame. While the mainstream ‘switchers’
predominantly originate from the theatrical window, which in this study a similar pricing level, the
arthouse ‘switchers’ predominantly originate from the VODIater window which is priced at a
discount. Thereby, the arthouse switchers contribute more to the total producer revenue than
mainstream switchers.

Second, arthouse movies are expected to have a lower opening strength (King, 2007; Reinstein &
Snyder, 2005; Zuckerman & Kim, 2003). In result, the demand for arthouse movies is theorized to
diminish sooner than the demand for mainstream movies making their release in sequential home
video channels inopportune.

Third, arthouse movies are expected to have a higher decay rate and consequently may not benefit
as much from sequential releases as mainstream movies do. This hypothesis is supported by the
findings by Elberse (2008) and Tan et al. (2017) who found that consumers herd from niche products
to popular products (Elberse, 2008; Tan et al., 2017). Arthouse movies have a higher decay rate, and
therefore they are less profitable in post-theatrical windows compared to mainstream movies. Gu et
al. (2013) have provided an explanation for this effect by studying the development of eWOM on
product popularity of niche products (Gu et al., 2013). Whether eWOM of arthouse movies is mostly
positive, negative or partisan is an important factor that influences what effect the development of
WOM has on revenue (Gemser et al., 2007; Gu et al., 2013). When reviews and WOM are negative or
partisan, the revenue of arthouse movies decays faster than revenues of mainstream movies (Gu et
al., 2013). Only when reviews and WOM are unanimously positive, arthouse movies will highly
benefit from WOM (Gu et al., 2013; Reinstein & Snyder, 2005). Arthouse movies, therefore, have a
higher decay rate than mainstream movies, and as a result, arthouse movies generate less relative
revenues in sequential channels than mainstream movies.

In line with the suggestion by Lehmann & Weinberg (2000), release strategies should be determined
based on the sales pattern of a movie (Lehmann & Weinberg, 2000). In this thesis, it is argued that
arthouse and mainstream movies generate different consumer preferences, a different opening
strength, and a different decay rate, which together affect the relationship between revenue and the
release strategy. Consequently, when switching from a sequential to a day-and-date release,

arthouse movies have a higher relative increase in revenues than mainstream movies.
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4. Theory

4.1. Theoretical framework
Based on the selection of academic studies in the first chapter several circumstances appear to be
influencing the optimal movie release strategy. These circumstances affect which release strategy —a
specific coordination of channel timing, channel pricing and channel order - yields the most optimal
results in terms of total production revenue Hennig-Thurau, Henning, Sattler, et al., 2007). Building
upon the theoretical framework of Ahmed & Sinha (2016), these factors can be internal (movie-
specific) influencers or external (market-orientated) influencers. In this thesis, the influencing factors
are presented in a range — rather than a binary scale - from very movie-specific to very market-
orientated (see figure 2). This thesis aims to examine the effect of two influencers; consumer
preferences and demand decay, on the revenue performance of both a day-and-date and sequential

release strategy.

External influencers

Internal influencers
(market-specific)

(movie-specific)

Content Opening Reviews & ” Unlicensed Timing .
Star.power durability strength WOM Spillover. distribution Expectations Regulations
. Consumer . . i N
Quality Critical ratings preferences Demand decay Cannibalization Seasonality Firm Structure

! Release strategy
| optimization variables Channel order

e figure

Figure 2 Integrated Theoretical Framework

4.2. Conceptual model
The central hypothesis of this thesis is that day-and-date increases total producer revenue in
comparison to a sequential release strategy. Moreover, this relationship is moderated by the
arthouse or mainstream movie type for three reasons. First, consumer channel preferences differ per
movie type. Mainstream movies attract consumers to watch the movie in theatres more than
arthouse movies attract consumers to theatres. For this reason, in a sequential strategy, mainstream
movies generate more revenue in the theatrical window than arthouse movies do. The second

reason is that arthouse movies have a low opening strength and therefore do not generate sufficient
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revenue in sequential (post-theatrical) channels to be offered and promoted. In consequence,
arthouse movies are more often not available on post-theatrical home video channels, and
unavailability makes revenue generation through these channels impossible. The third reason is that
the demand for arthouse movies decays faster than mainstream movies. As a result, arthouse
movies, compared to mainstream movies, can generate a smaller portion of revenues in sequential

channels and would benefit more from a day-and-date release.
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Figure 3 Conceptual model

4.3. Multi-study research design
This thesis aims to answer the research question. How does a day-and-date release strategy affect
total producer revenue? Moreover, how does the arthouse or mainstream movie type moderate
the relationship between release strategy and total producer revenue? However, it is not (yet)
possible to use market data to answer this research question. There are two factors that obscure the
effects of movies released by a day-and-date strategy in comparison to movies that are released
sequentially. First, movies that released day-and-date are rare, and the experiments are mostly
conducted with specific kinds of movies. Second, the home video platforms on which day-and-date
movies release differ highly from other sequential home video platforms. In the Netherlands, the
day-and-date platform Picl that was launched at the beginning of 2017offers exclusively arthouse
movies (picl, 2017). In the Netherlands major theatre chain Pathé systematically boycotts day-and-
date. This means that the only movies that can be released day-and-date by Picl are “too arthouse”
to be exhibited by Pathé. Moreover, Picl is also too different from more popular-oriented sequential
home video platforms, such as Pathé-Thuis in terms of traffic, target audience and catalogue on
offer. Comparing revenues from movies released day-and-date on Picl to movies released
sequentially on these other platforms will yield unreliable results because there will be too many

confounding variables that impact the dependent variable revenue.
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For this reason, a quantitative multi-method research is chosen to study how a day-and-date release
affects total producer revenue and how the relationship between release strategy and revenue is
moderated by the arthouse or mainstream character of the movie. The main part of the study
consists of an online experiment that researches consumer Purchase Intentions as a proxy for
revenue. One limitation of this online experiment is that it measures purchase intentions at the
moment of release but not its development over time. To tackle this shortcoming, two more
database studies are performed. The second study of this thesis measures the theatrical performance
(opening strength and total box office) in relation to the availability of both arthouse and mainstream
movies in post-theatrical sequential home video channels. The third study measures how demand for
a movie drops after the theatrical window. This study examines the difference in cross-channel
demand decay of arthouse and mainstream movies, thereby examining how revenues drop between
the theatrical window and TVOD window.

A complete overview of the conceptual model, including all three studies, and the relationships
between the variables are laid out in figure 4. Each of the studies, their underlying theories, and
hypothesis will be introduced in the following sections. After each of the studies in the following
chapters, the results will be depicted in the conceptual model. The relationships between variables

will be represented by a dotted line as long as they have not been studied yet.
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Figure 4 Conceptual model illustrating the multi-study design

4.3.1. Study 1: Online experiment measuring Purchase Intentions
The online experiment measures consumer purchase intentions at the moment of theatrical release

and how these intentions change when respondents a day-and-date offer is added. Since purchase
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intentions are used as an indicator for a movie’s total producer revenue, the research question is
changed into How does a day-and-date release strategy affect total purchase intentions?
Moreover, how does the arthouse or mainstream movie type moderate the relationship between
release strategy and total purchase intentions? A difference in preferences incited by arthouse and
mainstream movies is expected to explain the moderating effect of movie type on the relationship
between release strategy and purchase intentions. Moreover, the characteristics of mainstream
movies are theorized to attract more consumers to the theatrical channel than characteristics of
arthouse movies. This theatrical attraction motivates consumer preferences and explains the
moderating effect of movie type on the relationship between release strategy and total producer
revenue. This mediating effect is further explored through the question How do consumer
preferences mediate the moderating effect of movie type on the relationship between release
strategy and purchase intentions? Together these relationships that are part of the online

experiment are presented in the conceptual model as depicted in figure 5.
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Figure 5 Conceptual model of study 1: online experiment

Hypothesis 1.1: A day-and-date release strategy increases total purchase intentions in comparison to
a sequential release strategy.

Hypothesis 1.2: A day-and-date release strategy of arthouse movies increases total purchase
intentions more in comparison to a day-and-date release strategy of mainstream movies.

Hypothesis 1.3: Consumer of mainstream movies are more likely to choose the theatrical channel
than consumers of arthouse movies.

Hypothesis 1.4: The difference in consumer channel preferences mediates the moderating effect of

movie type on the relationship between release strategy and purchase intentions.

4.3.2. Study 2: Database study measuring Availability on Sequential Home Video
Channels
The mere availability of a movie in sequential home video distribution channels is understood as an

indication that distributors expect to generate sufficient revenue to offer the movie in that channel.
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In this thesis, it is theorized that arthouse movies more often do not generate enough revenue than
mainstream movies. This has two reasons. The first reason is that arthouse movies have a lower
opening strength and therefore the demand has decayed to zero faster than movies with a high
opening strength (Lehmann & Weinberg, 2000). Second, the demand for arthouse movies is
theorized to decay faster than the demand for mainstream movies. In consequence of a lower
opening strength and higher demand decay, arthouse movies become unprofitable in sequential
home video channels faster than mainstream movies. In this study, all movies that have been
released in 2017 are included, and it has been verified if they have become available in post-
theatrical home video channels. The database research is conducted in order to answer the following
research question. How does the arthouse or mainstream movie type influence the availability of
movies in post-theatrical home video channels? Moreover, it is assumed (but not studied) than
when movies are not available in sequential windows, a day-and-date release is more favourable
than a sequential release because no revenues can be generated when a movie is not offered to
consumers.

It is theorized that opening strength influences the theatrical revenue (Elberse & Eliashberg, 2003)
Movies below a certain theatrical performance would not be released in sequential home video
channels because at the time of sequential release the demand would already be decayed to below
profitability. Consequently, if movies have a low opening strength they are less well available in
sequential home video channels. The above considerations result in the following research question
How does the number of opening screens and total box office influence the relationship between
movie type and the availability of post-theatrical sequential home video channels? The conceptual

model of this database study (study 2) is provided in figure 6.
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Figure 6 Conceptual model of study 2: The availability of arthouse movies in sequential channels

Hypothesis 2.1: Arthouse movies have a lower available offer in sequential home video channels in

comparison to mainstream movies.
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Hypothesis 2.2: The relationship between movie type and available offer in sequential home video

channels is related to opening strength and total box office.

4.3.3. Study 3: Database study measuring Demand Decay
The market demand for arthouse movies is expected to decay faster than the market demand for
mainstream movies. In line with the findings by Gu et al. (2013) consumers overreact on negative
WOM of niche movies and overreact to positive WOM of popular movies (Gu et al., 2013). This
results in a faster decay of demand for arthouse movies with negative or partisan reviews than for
mainstream movies with the same reviews (Gu et al., 2013). In consequence, when the demand for a
movie decays fast, a day-and-date release would be most favourable. A second database study is
conducted to understand how the moderator - the arthouse versus mainstream movie type - affects
demand decay. As in the previous study, it is assumed (but not studied) that movies with a high rate
of demand decay benefit more from a day-and-date release than movies with a low demand decay.

The conceptual model of this database study (study 3) is provided in figure 77.

Movie Type » Demand Decay

Figure 7 Conceptual model of study 3: Differences in cross-channel demand decay per movie type

Hypothesis 3.1: The demand for arthouse movies decays faster in comparison to the demand for

mainstream movies.

33



5. First study:

The effect of a day-and-date release on purchase intentions
5.1. Research design

5.1.1. Choice of method
A 2 x 2 full factor repeated measures experiment is conducted to measure the relationship between
Release Strategy and Purchase Intentions and whether this relationship is moderated by Movie Type
or not. As part of the online experiment, respondents are presented with a choice task - which builds
upon the research methods by Hennig-Thurau et al. (2007) and Burmester et al. (2016) who use a
conjoint choice analysis - to measure consumer preferences. In the conjoint analysis used by Hennig-
Thurau et al. (2007) and Burmester et al. (2016), respondents are asked to perform a multitude of
choice tasks through which the researchers measure the respondent’s valuation of different
“attributes”; channel, pricing and timing options of a movie. Conjoint choice analysis has been found
to be more reliable than traditional methods in which respondents state their purchase intention on
a 5-point Likert scale ranging from 1, definitely will not buy and 5, definitely will buy (Ben-Akiva,
McFadden, & Train, 2015; Jamieson & Bass, 1989). In these traditional methods, respondents tend to
make each attribute too important and as a result overestimate their buying probability (Ben-Akiva
et al., 2015; Jamieson & Bass, 1989). When respondents, on the other hand, are presented with a
choice, their estimation of a purchase intention more accurately reflects the actual purchase
intention because respondents are better at accurately making trade-offs between different
attributes (Ben-Akiva et al., 2015). However, when valuations for a large number of attributes and
levels are measured, the questions can become complex and difficult for respondents to accurately
apprehend (Agarwal, DeSarbo, Malhotra, & Rao, 2015; Wolff, 2007). For example, Burmester et al.
(2016) incorporate eight channels, six different timing levels and nine pricing levels. A single trade-off
would be more apprehensible for respondents and therefore more reliable (Agarwal et al., 2015;
Wolff, 2007). Abandoning the conjoint choice method inhibits the chance to reveal the quantitative
impact of all channel timing, channel pricing and channel order level combinations. However, in
order to answer the research question of this thesis, only the purchase intentions for two release
strategy combinations are required to be revealed.
Therefore, to increase the reliability of the outcomes of the experiment, consumers are presented
with two choice tasks — that are combinations of three channels, two timeframes and two prices -
and repeat that task for both a mainstream and an arthouse movie. Furthermore, when the
attributes require less imagination of respondents, (e.g. because they imitate current market

situations or regard choices in the now instead of in the future) it is easier for respondents to choose
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and their answers become more reliable (Ben-Akiva et al., 2015). The choices presented to
respondents are designed to be actual rather than hypothetical; all movies in the selection played in
cinema at the time the experiment was conducted?. Additionally, respondents were encouraged to
check the internet and their schedule to make sure their selected option was really suitable for them.
However, the respondents are still required to use their imagination for two reasons. First, within the
current market conditions, a day-and-date release is highly uncommon for mainstream movies. Thus,
this option remains purely hypothetical. Second, the option of home video in sequential channels
requires the respondent to estimate his/her purchase intentions of four months later, thereby, these
provided intentions are less realistic.

The market situation created by Picl serves as an ideal context for the online experiment. Their
specific realization of the day-and-date strategy makes it possible to solely measure the consumer
preferences for channel timing and channel order. The impact of the third optimization variable
channel price on purchase intentions is limited because it is constant within the researched time
frame. Picl offers movies from their theatrical premiere date until four months later. This period
coincides with the common duration standards for the “theatrical window”. The price is set at €8,50
which is the same as an arthouse theatre ticket. Adopting the price and time frames used by Picl
provides the opportunity to generate results with some external validity while at the same time focus
on the consumer value of timing and order elements of a release strategy. Moreover, this context
maintains the focus on maximizing total producer revenue instead of a maximizing the revenue in
one specific channel. Whether movies are sold through the theatrical channel or the online channel
becomes unimportant because prices are equal within a time frame, and thereby will equally
influence total revenue. Cannibalization of the theatrical channel as a result of day-and-date does not
impact total purchase intentions (the dependent variable) since the day-and-date home video option
is equally priced as the theatrical. Basing the online experiment on this specific operationalization of
day-and-date helps to focus the study on what release strategy is optimal for producers and
consumers through measuring an increase in viewers and willingness-to-pay and neutralizing any

cannibalization arguments.

5.1.2. Survey design
As in the conjoint analysis by Hennig-Thurau et al. (2007) and Burmester et al. (2016) the movie
selected by the respondent is our unit of analysis in order to increase the realism. The respondents

are shown eight movies and a number of their key characteristics (title, duration, genre, official

! The survey is conducted from 27 of April to the 23d of Mai 2018.
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synopsis and poster) and are asked which one they would prefer to watch most and how they would
prefer to watch it. In the case the respondent does not want to watch any of the movies, the answer
to all following questions would be automatically coded as ‘l do not want to watch the movie’
(purchase intention = 0). The purchase intentions are first measured in the Sequential Release
condition starting with mainstream movies and followed by arthouse, and the presented choice
contains three options:

- Cinema, for €8.50. The movie is currently playing in Cinemas, please check on the internet
where and at what time the movie is playing and if this really suits your schedule.

- In4 months at home, for €4.25 (e.g. video on demand or pay per view). - The movie is
currently playing in theatres and not yet available online or on DVD. You have to wait four
months before you can watch the movie in this way.

- If these are my only options, then | prefer to download the movie from an unlicensed
channel for free so | can watch it at home when | want to.

Following, the purchase intentions in a day-and-date release strategy are measured. The respondents
are asked the following question:

If you could also watch this movie from now on at home for €8.50 (while the movie is still playing in
Cinemas), would you stick to your choice?

- | stick to my selected option.

- I change my selected option. | prefer to watch the movie at home from now on for €8.50.

A pretest is conducted to minimize misunderstanding or confusion in wording or flow of the survey,
and to ensure the validity and reliability of the constructs and measures. The pretest ended when five
respondents in a row had no more confusion or misunderstandings of the survey. In total fifteen

respondents completed the pretest.

5.1.3. Sampling and data
Non-probability volunteer sampling is used with a snowball technique to direct respondents to the
survey. The survey is created with Qualtrics and distributed with Facebook, Surveystudent.nl, e-mail
and Whatsapp. In total 229 respondents have participated and completed the survey. The pretest
showed that the minimum duration to complete the survey is two minutes. Therefore seven
responses that have a duration below two minutes are eliminated. The analyzed sample, therefore,
contains 222 respondents. 82.5 % of the respondents are between 20 and 39 years old, while only
24.6% of the Dutch population is of that age (CBS, 2018). Therefore, the results are strongly biased

towards young adults. Of all respondents, most work part- or fulltime and 18% is a student.
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5.1.4. Variables

Independent variable: Release Strategy

The independent variable Release Strategy has two conditions; a Sequential Release and a Day-and-
date Release (see figure 8). The channels included are theatre, licensed home video and unlicensed
home video. The first time frame is the common “theatrical window” which is the first four months
after theatrical premiere. The second time frame is the common “TVOD, iTV, pay-per-view and DVD
window” which starts four months after the premiere. The baseline condition is the sequential
release strategy in which the movie is offered in theatres for €8.50 in the first time frame (Theatre)
and on home video for €4.25 in the second time frame (VODIater). The day-and-date condition
provides an extra option, namely home video in the first time frame (VODnow). Prices within the
same time frame are held constant. Both release strategies recreate current practices in the
Netherlands. However, mainstream movies in practice have a higher theatre ticket price depending
on movie popularity and theatre quality. Ticket prices for mainstream movies can vary between
€8,50 and €14.00. For the feasibility of this research ticket prices of mainstream and arthouse are
held constant. Additionally, actual sequential home video prices in the second time frame vary, most
movies are either €3.99 or €4.99 to stream which makes €4.25 (which is chosen to be exactly half of

the 1st period price €8.50) a realistic price for this experiment (Film.nl, 2018; Pathé-Thuis, 2018).

Sequential Day-and-date
release release

Home video
0 - 4 months
€8.50

Home video
after 4 months
€4.25

Cinema
0 - 4 months
after premiere
for 8.50

Home video
after 4 months
€4.25

Theatre

0 - 4 months
after premiere
€8.50

Unlicensed
0 - 10 months
€0

Unlicensed
0 - 10 months
€0

Figure 8 Two conditions of the variable release strategy

Moderating variable: Movie Type
The moderating variable Movie Type has two levels: Arthouse and Mainstream. Eight movies for each

Movie Type were chosen for the online experiment and the (original) title, duration, genre, synopsis
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and poster were taken from www.boxofficenl.net. As described in chapter 2, the distinction between

Arthouse and Mainstream is based on the ‘market identity’, the movies in the online experiment

were either distributed by mainstream or arthouse distributors. Additionally, the arthouse movies

only play in arthouse theatres “filmtheaters”, and mainstream movies only play in commercial
y play y play

theatres such as Pathé. There was one exception, ‘De Bankier van het Verzet’, a mainstream movie

that played in the arthouse Cinema “Het Ketelhuis”. The distributor of the movie is known to

predominantly release Dutch mainstream movies. Potential crossovers are explicitly eliminated from

the experiment. Additionally, no children’s movies are part of the selection. An overview of the

selected movies is presented in table 2.

Table 2 Selection of movies for the online experiment

Movie type Title Original title Language Distributor Genre
Rampage: Big Meets English WB Action, Adventure,
Blockers English UPI Comedy
g Midnight Sun English IF Drama, Romance
g Avengers: Infinity English WDS Action
g | Feel Pretty English El Comedy
§ Truth or Dare English UPI Thriller
The Matchmaker De matchmaker  Dutch DFW Comedy
De Bankier van het Dutch DFW Drama
Beauty and the Dogs  Aala kaf ifrit Arabic CNA Drama, Crime
Djam French CFC Drama
o Hobbyhorse Hobbilovasok Fins WMF Documentary
é Have a Nice Day Hao jile Mandarin PER Animation, Comedy
§ De Achtste Dag De achtste dag Dutch CD Documentary
< So Help Me God Ni juge, ni French CNA Documentary
The Cakemaker English ART Drama
A Man of Integrity Lerd Persian CNA Drama

Dependent variable: Purchase Intentions

Purchase Intentions per condition are calculated by multiplying the number of participants who have

chosen a specific option with the corresponding price of that option.

e Respondents who stated they would go to theatres = €8.50

e Respondents who will wait four months and watch the movie on VOD (VODlater)= €4.25

e Respondents who do not want to watch any of the movies=0

e Respondents who will watch on an unlicensed channel = €0

e Respondents who will watch the movie on home video now (VODnow)= €8.50 (only an

option in the day-and-date condition).
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5.2. Results

5.2.1. Description of Purchase Intentions
The purchase intentions are measured in a sequential release condition, followed by a day-and-date
release condition. Purchase intentions have first been measured for a set of mainstream movies, and
secondly, the procedure is repeated for a set of arthouse movies. The data of the dependent variable
Purchase Intentions is ordinal with three steps €0, €4.25, and €8.50. The mean purchase intentions
and total purchase intentions are provided in table 3. In the day-and-date condition, the total
Purchase Intentions (Pl) of all respondents increase in comparison to the sequential condition. The
absolute increase in total Pl, €46.75, is the same for both mainstream and arthouse movies. For
mainstream movies, the use of a day-and-date strategy leads to an increase in Pl of 3.70% while for
arthouse movies day-and-date leads to an increase in Pl of 4.23%. In the Mainstream condition, 21
out of 222 respondents changed their selection when the day-and-date option became available and
switched their preference to the day-and-date home video option for €8.50 (VODnow). In the
Arthouse condition, the number of switchers was slightly less with 17 out of 222 respondents
choosing VODnow. There are 5 respondents with a general preference for the day-and-date option of
VODnow regardless of movie type since they switched in both the Mainstream and Arthouse
condition. In both the Sequential and Day-and-date release condition, total P/ of Mainstream movies
is around 14% higher than total Pl of Arthouse movies. At first glance, these results indicate that
mainstream movies are more popular than arthouse movies. However, the total number of
respondents who stated that they want to watch the movie is equal per Movie Type?. The audience
size remains the same, and the difference in total P/ is explained by a different willingness-to-pay
between viewers of arthouse and mainstream for either channel type and/or timing aspects.

Table 3 Overview of purchase intentions

Statistical descriptive Release strategy Arthouse Mainstream
Mean purchase Sequential release (Seq) 4.9775 5.6858
intentions Day-and-date release (D&D) 5.1881 5.8964
Increase in mean from Seq to D&D in € €0.2106 €0.21082
Increase in mean from Seq to D&D in % 4.23% 3.70%
Total purchase Sequential release €1105.00 €1262.25
intentions Day-and-date release €1,151.75 €1,309.00
Increase in total from Seq to D&D in € €46.75 €46.75
Increase in total from Seq to D&D in % 4.23% 3.70%

2 NOT WATCH: 35 respondents did not want to watch any of the mainstream titles, and coincidently 35
respondents did not want to watch any of the arthouse titles either. 7 respondents did not want to watch any
of the 16 movie titles, either mainstream or arthouse, offered in the survey.
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5.2.2. Analysis of Purchase Intentions
The data is ordinal, consequently, in each condition, the data does not follow a normal distribution .
The histogram displays skewness and kurtosis. Additionally the Kolmogorov-Smirnov test is
significant at an alpha level of 0.001. There were no missing values and because the data is ordinal,
categorical outliers are not possible. Since there are no outliers in the data, and the tails are non-
existent, the sample size of 222 respondents is large enough to rely on the central limit theorem and
assume that the absence of normality is not an issue (Field, 2013; Wilcox, 2010). The assumption of
sphericity is met because both independent variables only have two levels.
The results from the two-way repeated measures ANOVA indicated that Purchase Intentions
(regardless of Movie Type) in the day-and-date release condition are significantly higher than in the
sequential release condition F(1, 221) = 12.740 p < 0.01 (p-value = .000). This indicates that a Day-
and-date release strategy significantly increases Purchase Intentions.
Regardless of release strategy, the results indicate that there is a significant difference in Purchase
Intentions between Arthouse movies in comparison to Mainstream movies: F(1, 221) =4.413 p < 0.05
(p-value =.037). This significant difference indicates that the eight Mainstream movies used in this
survey attract significantly higher purchase intentions than the eight Arthouse movies used in the
survey. Since the number of respondents who chose not to watch the movie is equal in both the
mainstream and arthouse condition, this significant difference must be explained by a difference in
willingness-to-pay for each Movie Type.
Finally, the results indicate that there is not a significant interaction between Release Strategy and
Movie Type. This absence of a significant effect tells us that Purchase Intentions across different
levels of the Release Strategy is not different for Arthouse or Mainstream movies. In other words,
there is not a significant difference between the increase in Purchase Intentions in the Mainstream
condition and the increase in the Arthouse condition. The absence of a moderating effect is very clear

from the profile plot in figure 9.

Table 4 Overview of respondents in each time frame

Movie type  Release strategy 1%t window €8.50 2" window €4.25 Unlicensed €0
Mainstream  Sequential 135/187 72.19% 27/187 14.44% 25/187 13.37%
Day-and-date 142/187 75.94% 24/187 12.83% 21/187 11.23%
increase +3.74% -1.60% -2.14%
Arthouse Sequential 100/187 53.48% 60/187 32.09% 27/187 14.44%
Day-and-date 110/187 58.82% 51/187 27.27% 26/187 13.90%
increase  +5.35% -4.81% -0.53%
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Figure 9 Profile plot of Movie Type x Release Strategy

5.2.3. Analysis of Purchase Intentions in the first time frame
The day-and-date release strategy attracts consumers to the more expensive first time frame. Table 4
shows how respondents switch when a day-and-date release strategy is introduced. The table shows
that purchase intentions in the first window increase more for arthouse than mainstream movies.
The two-way repeated measures ANOVA is also performed with purchase intentions in the first time
frame only as the dependent variable (1°" window Purchase Intentions). As described in table 4, 1*
window Purchase Intentions of arthouse movies in the first time frame see a larger increase than 1
window Purchase Intentions of mainstream movies. A day-and-date release strategy, thus, enables
arthouse movies to attract more consumers to that first time frame.
The results from the two-way repeated measures ANOVA indicated that 1°* window Purchase
Intentions (regardless of Movie Type) in the day-and-date release condition are significantly higher
than in the sequential release condition F(1, 221) = 11.206 p < 0.01 (p-value = .001). This indicates
that a Day-and-date release strategy significantly increases total 15 window Purchase Intentions.
Regardless of release strategy, the results indicate that there is a significant difference in total
Purchase Intentions between Arthouse movies in comparison to Mainstream movies: F(1, 221) =

13.259 p < 0.05 (p-value =.000). This significant difference indicates that the eight Mainstream
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movies used in this survey still attract significantly higher 15 window Purchase Intentions than the
eight Arthouse movies used in the survey.

Finally, the results indicate that there is not a significant interaction between Release Strategy and
Movie Type F(1,221) =0.818 p > 0.05 (p-value = 0.367). This absence of a significant effect tells us
that 1°* window Purchase Intentions across different levels of the Release Strategy are not different
for Arthouse or Mainstream movies. In other words, there is not a significant difference between the
increase of 1** window Purchase Intentions in the Mainstream condition and the increase of 1*
window Purchase Intentions in the Arthouse condition. As the profile plot in figure 10 shows the day-
and-date strategy does help arthouse movies to attract more consumers to the first window better

than it helps mainstream movies, the line is somewhat steeper, but the difference is not significant.
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Release Strategy
Figure 10 Profile plot Movie Type * Release Strategy (Pl of 1st timeframe only)

5.2.4. Description of Channel Preferences
The channel preferences incited by arthouse movies differ from the channel preferences incited by
mainstream movies. The differences in channel preferences in the sequential release condition are
graphically explored in the pie charts of figure 11. When asked about mainstream movies in the
sequential release condition, 61% of the respondents chose Cinema, 12% VODlater, 11% unlicensed,
and 16% chose not to watch. When asked about Arthouse movies in the sequential release condition,
45% of the respondents chose Cinema, 27% VODIater, 12% unlicensed, and 16% chose not to watch.
In conclusion, the number of respondents who choose not to watch or watch unlicensed stays rather
similar in both Movie Type conditions, while the popularity of Theatre and VODlIater is different. It

seems that VODIlater is more popular among viewers of arthouse movies than mainstream movies
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while going to the Theatre is more popular for mainstream movies than arthouse movies.

Mainstream Sequential Release Arth Seq ial Rel

= Cinema = Cinema

11,26% = VODlater = VODlater
Unlicensed Unlicensed

™ Not watch ™ Not watch

Figure 11 Channel preferences in the sequential release condition for both movie types

The channel preferences in the Day-and-date condition differ from the Sequential condition in a way
that the Purchase Intentions for VODnow cannibalize on the Purchase Intentions of Theatre, VODlater
and Unlicensed. Of all respondents in the Mainstream condition that switch to VODnow, 67%
previously chose Theatre, 14% previously chose VODIlater, and 19% previously chose Unlicensed. Of
all respondents in the arthouse condition that switch to VODnow, 41% previously chose Theatre, 32%
previously chose VODlater, and 6% previously chose Unlicensed.

Table 5 shows the number of respondents choosing a specific channel in the Sequential condition,
Day-and-date condition, and what channel the switchers in the day-and-date condition chose in the
Sequential condition. In this overview, all cases that are coded ‘Not watch’ are eliminated.

Table 5 Respondents choices for channels in different release strategies

Sequential Count Cinema % VODlate % Unlicen % VODno % TOTAL
mainstream  All 187 135/187 72% 27/187 14% 25/187 13 100%
arthouse All 187 100/187 53% 60/187 32% 27/187 14 100%
Day-and-date

mainstream  All 187 121/187 65% 24/187 13% 21/187 11 21/187 11% 100%
arthouse All 187 93/187 50% 51/187 27% 26/187 14 17/187 9% 100%
Origin of switchers

mainstrea  Switch 21 14/21 67% 3/21 14% 4/21 19 100%
arthouse Switch 17 7/17  41% 9/17 53% 1/17 6 100%

When we look at the respondents that switched in the Day-and-date condition, it is clear that for
arthouse movies more respondents previously chose VODIlater than for mainstream movies; 53%
versus 14%. Additionally, more respondents previously chose to watch mainstream movies in theatre
67% versus 41% that chose to watch arthouse movies in the theatre. This is displayed in two

histograms in figure 12.
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Figure 12 Mainstream vs arthouse switching behaviour

5.2.5. Analysis of Consumer Preferences
Consumer preferences are theorized to be caused by the movie, not the consumer. A within-subjects
design is chosen to measure consumer preferences incited by the movie, and not the inherent
consumer preference. The differences between preferences incited by arthouse and mainstream
movies are examined with a McNemar’s test. This test can determine whether, with matched pairs of
subjects, there is marginal homogeneity. The three defining factors of a release strategy are studied -
channel, timing and pricing — and how their attraction might differ for viewers of arthouse and
mainstream movies. To find out whether Movie Type is a predictor of respondents stating a
preference for that specific aspect a separate McNemar’s test with a Yates correction is performed.
For these tests, the data is transformed to new binary outcome variables (e.g. Yes Theatre/ No
Theatre). Respondents that chose not to watch any of the movies in one of the Movie Type
conditions were treated as missing data and are excluded because in these cases a difference in

channel preference incited by a different Movie Type could not be measured.

Channel preferences per Movie Type

An overview of the results is presented in table 6. The results indicate that Movie Type has a
significant relationship with the intention to watch the movie in Theatre or at Home (any of the home
video channels). This signals that the distribution of respondents choosing theatre in the arthouse
condition and in the mainstream condition is not equally likely. Moreover, Movie Type also has a
significant relationship with VODIlater, whereas there is no significant relationship between Movie
Type and VODnow or Unlicensed. This suggests that the home video channel VODIater has a
particular dependence on Movie Type, whereas the other home video channels, VODnow and

Unlicensed, do not.
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Table 6 Channel preferences in a day-and-date, comparison of arthouse and mainstream
(McNemar’s test results)

Channel Mainstream Arthouse Valid cases (N) Df Chi-square Sig. (2-
Preference Count yes Count yes statistic sided)
Theatre 107 74 159 1 15754 .000
Home 52 85 159 1 15.754 .000
VODlater 19 46 159 1 17.333 .000
VODnow 15 13 159 1 0.062 0.804
Unlicensed 18 26 159 1 1.885 0.169

Timing preferences per Movie Type

A possible difference in how viewers of arthouse movies value timing and how viewers of
mainstream movies value timing are studied by looking at how many respondents stated the
intention to watch the movie in the first time frame. In the sequential condition, respondents could
only watch the movie after its release if they went to the theatre or watched it on an unlicensed
channel. In a day-and-date condition, respondents had the opportunity to watch the movie in the
first time frame, either in the theatre or at home in either the licensed VODnow or the unlicensed
option. In a day-and-date condition, 107 respondents stated the intention to watch the movie in the
first time frame for both arthouse and mainstream. However, 56 respondents only opted for the first
time when asked about mainstream movies and 29 respondents only opted for the first time frame
when asked about arthouse movies. A McNemar’s test is performed to find out whether this
distribution would be measured if the preferences for the first time frame are equally likely. In this
analysis, no cases are excluded from the sample, for it is reasonable to assume that respondents who
state not wanting to watch any of the movies in a particular Movie Type condition will indeed not
watch the movie in the first time frame. However, there is a possibility that respondents will want to
watch the movie later on when positive WOM has developed over time. The results from the
McNemar’s test suggest that there is a significant relationship between Movie Type respondents’
intentions to watch the movie in the first time frame. In the sequential condition, the attraction of
the first time frame could have been explained by the results from the previous tests; mainstream
viewers having a stronger preference for theatre than viewers of arthouse movies. Yet, this
relationship remains significant in the day-and-date condition, when a licensed home video option
became available too, signalling that viewers of mainstream movies are more likely to purchase the
movie in the first time frame than viewers of arthouse movies are. An overview of the test results is

depicted in table 7.
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Table 7 Timing preference in both release conditions, comparison of arthouse and mainstream
(McNemar’s test results)

Preference for the Mainstream Arthouse Valid Df Chi-square Sig.

1st time frame Count yes Count yes cases statistic (2-sided)
per release strategy (N)

In sequential 160 127 222 1 11.253 0.001

In day-and-date 163 136 222 1 7.953 0.005

Willingness-to-pay per Movie Type

The previous results show that viewers of mainstream movies are more likely to choose for the first
time frame. However, they are able to choose a licensed channel that costs €8.50 or an unlicensed
channel that is free. Whether or not viewers have a higher willingness-to-pay for mainstream movies
in comparison to arthouse movies remains unclear. Again a McNemar’s test is performed in order to
find out if there is a relationship between pricing aspects and Movie Type. The results suggest that
there is a significant relationship between Movie Type and whether or not viewers are willing to pay
€8.50. Viewers of mainstream movies are more likely to pay €8.50 than viewers of arthouse movies.
There is also a significant relationship between Movie Type and the willingness-to-pay €4.253. In this
case, viewers of arthouse movies are more likely to pay €4.25 than viewers of mainstream movies.
Arthouse movies are less likely to pay another €4.25 extra in order to watch the movie in the first
time frame. Moreover, respondents are equally likely to have a willingness-to-pay of zero for a
mainstream or arthouse movie (Not Watch and Unlicensed). This result is as expected from previous
tests, the number of respondents who chose not to watch is exactly equal for both movie types, and
there is no significant difference between the preference for unlicensed channels. The test results are

depicted in table 8.

Table 8 Willingness-to-pay in a day-and-date release, comparison of arthouse and mainstream
(McNemar’s test output)

Willingness-to-pay Mainstream Arthouse Valid Df Chi-square Sig.
€8.50 142 110 222 1 9.066 0.002
€4.25 24 51 222 1 13.796 .000
€0 56 61 222 1 0.203 0.653

3 The exact outcomes from this test differ from the McNemar’s test on channel preferences for VODIater
because in this analysis the ‘Not Watch’ cases are not excluded (otherwise they would be exactly the same), the
conclusions from both tests are the same.
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Consumer preferences are not a predictor of switching behaviour

A Pearson Chi-square is performed to find out whether a respondent’s preference for the theatre or
home channel in the sequential release condition is related to whether or not people switch in the
day-and-date condition. The tests are performed separately for responses from the arthouse
condition and responses from the mainstream condition to keep samples independent. For every
respondent, the independent variable, taken from the sequential condition, was transformed to a
binary and coded as either theatre or home (containing both VODIater + Unlicensed). Respondents
that stated not wanting to watch any of the movies have been excluded from the sample, resulting in
a sample size of 187 for both tests (for both Movie Types 35 respondents chose not to watch any of
the movies). In both tests, the assumption that expected cell count must be above 5 is met. In the
arthouse condition, the chi-square statistic is not significant at an alpha level of 0.05, indicating that
channel preference (theatre versus home) in the sequential condition does not have a significant
effect on the probability that respondents switch in the day-and-date condition. The results are
similar in the mainstream condition; the chi-square statistic is again not significant at an alpha level
of 0.05.

Finally, two chi-square tests are performed in order to find out whether Movie Type in combination
with a theatre or a VODlater preference in the sequential condition is a predictor of switching
behaviour in the day-and-date condition. Both test results suggest that there is no significant
relationship between Movie Type and the likelihood that respondents switch from theatre or
VODlater to VODnow in the day-and-date condition.

Theatre: X? (1) = 0.510 (P-value = 0.320 > 0.01). The sample size is 235 respondents (respondents that
opted for theatre in the arthouse condition plus the respondents that opted for theatre in the
mainstream condition). The assumption of expected cell counts is met.

VODlater: ¥? (1) = 0.237 (P-value = 0.453 > 0.01). The sample size is 87 respondents (respondents that
opted for VODIater in the arthouse condition plus the respondents that opted for VODlater in the
mainstream condition). Additionally, the assumption of cell count is violated (one cell has an
expected cell count of 3.72 which is lower than 5).

In these final tests, the assumption of independence is violated because each respondent is both in
the arthouse and mainstream condition. The limitation and consequences of violating this

assumption are discussed in the limitations section at the end of this chapter.

5.3. Conclusions
There is a significant increase in purchase intentions when a day-and-date release is introduced.
Purchase intentions increase with an absolute equal number of €46.75 in both the arthouse

condition as well as in the mainstream condition. For arthouse movies, the relative increase is slightly
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higher than for mainstream movies, 4.23% in the arthouse condition versus 3.7% in the mainstream
condition. Since the increase purchase intentions are almost equal, there is no interaction effect
between Movie Type and Release Strategy, signalling that Movie Type is not a moderator of the
relationship between Release Strategy and Purchase Intentions.

However, there is a significant difference in the total purchase intentions between the arthouse and
mainstream condition. This is explained by the significant differences in willingness-to-pay in order to
watch the movie in the theatre or in the first time frame. Viewers of arthouse movies are more likely
to watch the movie at home. Moreover, they are less likely to pay a premium in order to watch the
movie sooner. In conclusion, mainstream and arthouse movies incite other channel preferences,
timing preferences and willingness-to-pay which does not significantly influences the outcomes of a
day-and-date release strategy as operationalized in this thesis, but it does significantly influence total

Purchase Intentions. This results in the following adaptation of the conceptual model (see figure 13).
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Figure 13 Conceptual model post results study 1
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Hypothesis 1.1: A day-and-date release strategy increases total purchase | Supported

intentions in comparison to a sequential release strategy. sig. =.000
Hypothesis 1.2: A day-and-date release strategy of arthouse movies Not supported
increases total purchase intentions more in comparison to a day-and- Sig. =1

date release strategy of mainstream movies.

Hypothesis 1.3: Consumer preferences for the theatrical channel are Supported

higher for mainstream movies than arthouse movies. Sig. =.000
Hypothesis 1.4: The difference in consumer channel preferences Not supported
mediates the moderating effect of movie type on the relationship No moderating effect

between release strategy and purchase intentions.

5.4. Limitations
The dual response procedure is chosen for it is the only way to separately measure the channel,
timing and pricing preferences in both the sequential and day-and-date release strategy. Since only
one option is added in the day-and-date intervention, carryover effects due to familiarity or fatigue
are unlikely to distort the validity of the findings. However, a limitation of this approach is that
consumers do not explicitly consider two conditions and the day-and-date option may become more
salient which would overestimate the results. On the other hand, the first choice task may also prime
respondents with a liking for their choice and make them more likely to stick to it, which would
underestimate the results.
Furthermore, arthouse and mainstream movies are expected to incite different consumer
preferences of the same consumer. To measure the preferences incited by the movie rather than the
consumer a repeated measures design is chosen. Therefore, consumer preferences are expected to
be more similar in both the mainstream and arthouse condition compared to when an independent
design would have been chosen. If arthouse consumers and mainstream consumer are actually
different persons, the difference in channel preferences between movie types may be
underestimated in the chi-square tests. However, since the chi-square tests results show high
significance levels of 0.32 and 0.45, these considerations would not alter the conclusions. Moreover,
in the survey consumers are asked whether they are an arthouse or mainstream movie consumer
and 79% responded that they are both. Hence, a majority of mainstream movies attract broad
audiences which may consist out of many niche audiences. This means that, as in the online
experiment, the same inherent consumer preferences are projected on both arthouse and
mainstream movies which makes the bias caused by carryover effects in the repeated measures

design an accurate estimation of 79% of the sample’s behaviour. A limitation of the repeated
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measure's approach for the moderating variable movie type is that the arthouse option is provided
after the mainstream option. This could have the effect that consumers already feel like they have
spent money in the mainstream condition and do not want to spend an equal amount of money
again, which this times happen to be for an arthouse movie.

Another limitation of the experiment is that 82.5 % of the respondents are between 20 and 39 years
old, while only 24.6% of the Dutch population is of that age (CBS, 2018). Therefore, the results are
strongly biased towards young adults.

A very important shortcoming of the survey is that it does not measure whether consumers who
state that they intend to buy the movie will actually do so. Stated purchase intentions always differ
from actual purchases. However this effect is much larger when respondents are asked to imagine a
purchase far in the future (Ben-Akiva et al., 2015). Therefore, stated purchase intentions for the
second time frame (VODIater) are less reliable than stated purchase intentions for the first time
frame (VODnow, Cinema, Unlicensed, Not watch). This shortcoming is tackled by the following two
studies that provide additional insights into the development of demand in the second time frame,

the sequential home video window.
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6. Second study:

The availability of arthouse movies in sequential channels

6.1. Research design
The previous study indicates that sequential home video channels (VODlater) are significantly more
popular among viewers of arthouse movies than among viewers of mainstream movies. VODIlater
thus seems highly important for the distribution of arthouse movies. This study aims to research
whether the availability of theatrically released movies in post-theatrical sequential channels differs
for arthouse and mainstream movies. Thereby, this database research measures the relationship
between Movie Type and the availability of movies in sequential channels in the first week of May
2018, from here on called ‘VODavailability’. VODavailability is measured at a single moment in time,
and it does not reflect the availability during the complete product lifecycle. The results thereby only
indicate if the available offer differs for arthouse and mainstream movies at a certain moment. In
addition, Opening Strength and Total Box Office (revenue from the theatrical channel) are
incorporated to find out whether they are related to the effect of Movie Type on the availability of

movies in sequential channels.

6.1.1. Method and data
The sample contains all movies released theatrically in 2017. The use of one year was chosen to
minimize potential selection bias in the choice of films and avoid having to make price adjustments in
the box office variable to reflect economic changes. The data is analyzed using SPSS Statistics
software. A frequency check is performed to examine if there were any errors in the data and no
errors were found. Missing values were dealt with by excluding cases listwise, only movie releases of
which the distributor was known and box office data was available were analyzed. In result, 40
movies were eliminated from the sample. These movies either did not have a distributor, the box
office data was unavailable online or the distributor did not want to share it. Most of these movies
would have been labelled as small arthouse productions of which some only released theatrically for
one Dutch film festival. The remaining sample contains 362 movies of which 198 are mainstream and
164 arthouse. The division of arthouse and mainstream is graphically predicted in a pie chart (figure

14).
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Figure 14 Arthouse and mainstream movies within the sample

6.1.2. Variables

Independent variables: Movie Type & Opening Strength & Total Box Office

As explained earlier, in this thesis the distinction between a mainstream and arthouse movie is based
upon the “market identity” in congruence with the approach by Zuckerman & Kim (2003) (Zuckerman
& Kim, 2003). The labelling of Movie Type has been done by the movie’s connection to either a
mainstream or arthouse distributor. However, the distributors September Film and Paradiso film
specialize in both mainstream and arthouse movies. In this case, an approach by Gemser, Van
Oostrum & Leenders (2007) is adopted - who also base their operationalization of the concept on the
market identity as described by Zuckerman & Kim — and movies were labelled according to whether
the movies played largely in arthouse cinema’s “Filmtheaters” or commercial cinema’s (Gemser et al.,
2007; Zuckerman & Kim, 2003). An overview of the number of arthouse and mainstream movies per
distributor can be found in figure 15.

The Opening Strength of a movie relates to the number of screens on which the movie is released in
opening weekend (Lehmann & Weinberg, 2000). The distributor, language, release date, number of
opening screens (Opening Strength) and theatrical revenue (Total Box Office) is collected by hand

from www.boxofficenl.net in the first week of May. If any of the data was missing, the distributor was

contacted directly.

Dependent variable: Availability in sequential home video channels

The data for the dependent variable VODavailability is collected from www.film.nl and was binary.
‘Yes’ when movies were available on any sequential home video channel including SVOD, TVOD, ITV,
Pay-per-view and DVD. ‘No’ if they were not available on any of these channels. The data has been

collected from this website in the first week of May 2018, thus, only showing whether the movie was
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available at that moment®. When the movie is only released in theatres and Picl (Theatrical
Transactional VOD) it is labelled as ‘No’ since a Picl-release does not count as a ‘sequential’ channel

but as a ‘theatrical’ channel °.
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Figure 15 Number of arthouse and mainstream movies per distributors

6.2. Results

6.2.1. Descriptives
The relationship between movie type and VODavailability will be studied. Of each movie in the
sample, there is data available regarding its performance in the theatrical window. A description of
data from the theatrical window clearly shows the differences between arthouse and mainstream
movies as described in chapter two. The number of opening screens is a strong indicator of how
distributors and exhibitors target movies towards a large (broad) or small (niche) audience (Daniels et

al., 1998; Gemser et al., 2007; Zuckerman & Kim, 2003). The number of opening screens defines the

4 According to the CEQ’s of Picl, Anke van Diejen en Noortje van de Sande, in The Netherlandsthe theatrical window is around three to four
months. This is confirmed by the COO of Pathé-Thuis, Jaap Bruijnen. When movies have had their theatrical release in December 2017,
their release on sequential VOD is therefor expected in May at the latest.

51n our sample 57 small arthouse movies were released by Picl on theatrical transactional video on demand (which thus is day-and-date).
All movies that released on Picl were arthouse movies that were released on a small number of theatrical screens and not picked up by the
exhibitor Pathé, who boycotts Picl. This is the first year of Picl and they only attract a very small number of viewers, thus, we assume this
did not impact whether or not these movies were released sequentially on non-theatrical channels which was confirmed by the COO of
Pathé-Thuis (not affiliated to exhibitor Pathé) who claimed that the availability on Picl does not influence their decision to buy the movie in
sequential channels.
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opening strength and marks the beginning of a movie’s lifecycle (Lehmann & Weinberg, 2000). The
number of opening screens per movie is depicted in figure 16. On average, the number of opening
screens is lower for arthouse movies (M = 19.28, SE = 11.2) than for mainstream movies (M = 82.3, SE
= 58.1). The difference of 63.02, Cl 95% [54.660, 71.371], is highly significant t(212.236) = 14.866, p =
0.000. Arthouse movies never had over 60 opening screens, while mainstream movies open in a
broad range from 5 to 295 screens, including two outliers; one mainstream movies had only two
opening screens (The Warriors Gate), and another movie had an exorbitant 415 opening screens

(Despicable Me 3).
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Figure 16 Scatter plot of number of openings screens per movie

The number of opening screens is a strong indicator of box office performance (Elberse & Eliashberg,
2003). On average, the number of total box office is lower for arthouse movies (M = 93,492; SE =
158,997) than for mainstream movies (M = 1,309,754; SE = 1,807,364). The difference of 1,216,262,
Cl 95% [129,697; 960,502], is highly significant t(198.625) = 9.378, p = 0.000. An overview of the

theatrical descriptive statistics is provided in table 9.

Table 9 Theatrical descriptive statistics of the sample per movie type

MovieType Descriptive statistics TotalBO #OpeningScreens
Arthouse Mean 93.059 19
N 164 164
Std. Deviation 158.606 11
Mainstream Mean 1.349.649 84
N 198 197
Std. Deviation 1.915.391 63
Total Mean 780.365 55
N 362 361
Std. Deviation 1.551.051 57
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A description of post-theatrical availability in sequential home video channels (VODavailability) also

shows that there is a difference between arthouse and mainstream movies. 35% of arthouse movies

SEQWODavailability

Wno
200 Wes

150

Count

arthouse mainstream

MovieType

Figure 17 Movietype x VODavailability

(58 movies) do not release sequentially, versus 3% (6 movies) of mainstream movies. A histogram
that shows the differences in frequency graphically represents the disparity (see figure 17). An
overview of the descriptive statistics for the availability per movie type is presented with the
crosstabulation for the chi-square test (see table 10). The crosstabulation of the results shows that of
all movies that had no sequential release 9.4% was mainstream and the large majority 90.6% was

arthouse.

6.2.2. Analysis
In order to find out whether the MovieType is related to VODavailability, a Pearson Chi-Square test is
performed. The percentage of arthouse movies of all movies not available in sequential home video
channels is 90.6% which is higher than the percentage of arthouse movies that are available in
sequential home video channels, which is 35.6%, while for mainstream movies this is the other way
around. The percentage of mainstream movies not available in sequential home video channels is
9.4% which is lower than the percentage of mainstream movies that are available in sequential home
video channels at 64.4%. The expected frequencies assumption for chi-square tests has been met
since the expected cell count is 28,99 (28,99 > 5. Thus the assumption is not violated). The chi-square
statistic is 64.444 with a degree of freedom of 1. The chi-square statistic is highly significant (p-value
.000 < .001) indicating that Movie Type has an effect on the availability in sequential home video
channels.
There is a relatively strong association of Movie Type with VODavailability as derived from the value

of Phi 0,422 (Kotrlik, Williams, & Jabor, 2011). An arthouse movie is much more likely to not be
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available in (post-theatrical) home video channels. In the arthouse group, significantly more movies
than would be expected are not available in post-theatrical home video channels. As derived from
the odds ratio, the odds of not being available on sequential channels is 18.22 times higher for

arthouse movies. 18.22 = (58/106) / 96/192) = odds ratio

Table 10 The availability of movie type in sequential channels

MovieType Descriptive statistics SEQVODavailabilitv Total
No Yes

Arthouse Count 58 106 164
Expected Count 29.0 135.0 164.0
% within MovieTvpe 35.4% 64.6% 100.0%
% within 90.6% 35.6% 45.3%

Mainstream Count 6 192 198
Expected Count 35.0 163.0 198.0
% within MovieType 3.0% 97.0% 100.0%
% within 9.4% 64.4% 54.7%

Total Count 64 298 362
Expected Count 64.0 298.0 362.0
% within MovieType 17.7% 82.3% 100.0%
% within SEQVODavailability 100.0% 100.0% 100.0%

6.2.3. The influence of Opening Strength and Total Box Office
The number of opening screens (Opening Strength) of a movie indicates at what level the demand for
a movie starts. An increase in revenue after opening week usually never happens, except for very
rare exceptions (King, 2007; Krider & Weinberg, 1998; Rosen, 1993). A description of the data
showed that the difference between Opening Strength and Total Box Office of arthouse movies and
mainstream movies is significant (p = .000). When movies do not perform in the theatrical channel, it
seems logical that they will not be available in the post-theatrical home video either. Both variables
are thereby theorized to be an influencer of post-theatrical availability. A number of the assumptions
for the regression analysis are violated. There is no linearity of the logit for the continuous variables,
and an analysis of the residuals show that they are not independent. Moreover, since there are only
six mainstream movies not available in sequential channels, performing a regression analysis is found
not to be reliable enough to analyze the data.
In order to find out how movie type and VODavailability relate to opening strength and total box
office, instead of a regression, two pairwise comparisons with a Bonferroni correction are performed.
These tests indicate if the mean Opening Strength of both arthouse and mainstream movies
influence VODavailability and if the mean Total Box Office of arthouse and mainstream movies

influence VODavailability. Both tests are significant (p < .001) for arthouse movies, this signals that
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for arthouse movies there is a significant difference in Opening Strength and Total Box Office of
movies that were available in sequential channels, and movies that were not available in sequential
channels. In contrast, the tests are not significant for mainstream movies. As described in table 11,
there is a large difference in the mean box office and a large difference in mean opening strength for
mainstream movies that were available in sequential channels and movies that were not. However,
the test results signal that these differences are not significant and this is explained by the fact that
there were so little mainstream movies not available in sequential home video channels. The mean
Total Box Office of mainstream movies that were not available on sequential channels is quite high;
€345,494.00. Only 7 arthouse movies from the entire sample were able to generate more theatrical
revenues than the mean Total Box Office of mainstream movies.

This outcome signals that theatrical performance influences the relationship between arthouse
movies and VODavailability, but it does not influence the relationship between mainstream movies
and VODavailability. When we account for the fact that the Opening Screens and Total Box Office
data is not normally distributed, and perform a log transformation on the box office data, the same
outcome holds. Thus, there is a strong indication that the effect of Total Box Office relates to

VODavailability of arthouse movies and not for mainstream movies.

Table 11 Description of the mean total box office and opening strength per movie type.

VODavailability
Movie type Descriptive statistics No

Yes
Arthouse TotalBO - Mean €25,819 €129,851
Mainstream TotalBO - Mean €345,494 €1,381,029
Arthouse OpeningScreens 14 22
Mainstream OpeningScreens 50 83

6.3. Follow-up
To find out why arthouse and mainstream movies differ in their availability in sequential home video
channels in the first week of May 2018 a mainstream and an arthouse distributor is contacted. The
documentary (arthouse) distributor, Anne Vierhout of Cinema Delicatessen, said that “international
releases like ‘1 Am Not Your Negro’ that performed well in theatres are distributed through the big
sequential home video platforms, but for small Dutch titles the market is still too unprofitable”. She
recounted a story about the Persian documentary movie ‘Sepideh’ that is released theatrically in
2013. The initial fixed investment (around €650) to upload the movie through an official accredited
aggregator on iTunes is not yet recouped (DoCoDigital.com, 2018). Anne Vierhout explained that the
focus of Cinema Delicatessen is therefore on the theatrical channel. In contrast, the mainstream

distributor Klaas de Jager of Independent Film explained that while the theatrical release is very
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prestigious, the sequential release is always important to gain revenues. Another mainstream
distributor Dutch Film Works, who distributed two out of the six mainstream movies from the sample
that are not available on sequential channels in May 2018, explained that ‘Sinterklaas en het Gouden
Hoefijzer’ will be released on sequential home video channels in the fall of 2018 because it is a
‘Sinterklaas’-movie (Dutch holiday that is celebrated on the 5™ of December). The other movie ‘47
Meters Down’ that not available in sequential home video channels in May 2018, is not available
because this movie is bought by Netflix and will become available on Netflix exclusively a little later in
the season. This confirms that a low box office performance seems to be an important reason for
arthouse distributors not to pursue a release on sequential home video channels. In contrast,
regardless of box office performance, mainstream movies that release theatrically always aim to

release on sequential home video channels.

6.4. Conclusions
The results of this study suggest that Movie Type has a relatively strong association with
VODavailability. In May 2018, arthouse movies from 2017 are significantly more often unavailable in
sequential channels than mainstream movies from 2017. There is a significant association between
the type of movie and whether or not that movie is released on sequential channels. The odds of
movies not being available sequentially is 18.22 times higher if they are arthouse movies than if they
are mainstream movies. Consequently, consumers may often only have the chance to watch
arthouse movies in the theatrical release. Moreover, producers will generate no revenues in
sequential windows. In this situation, a day-and-date release is more favourable because more
consumers, including the ones with a preference for the home video channel, can be reached. The
findings from this study result in an adaptation of the conceptual model as depicted in figure 18.
In addition to these findings, the description of the data confirmed that opening strength (number of
opening screens) and total box office of arthouse movies is lower than mainstream movies.
Furthermore, theatrical performance of arthouse movies influences the availability of arthouse
movies in sequential channels. In contrast, theatrical performance of mainstream movies does not
influence the availability of mainstream movies in sequential channels. The relationship between
Movie Type and VODavailability is therefore not only explained by Opening Strength and Total Box
Office, and should therefore also be explained by another difference between mainstream and
arthouse. When arthouse movies and mainstream movies have a similar opening strength and similar
decay rate their revenues should be diminished at the same time, though this is not what the findings
from this study suggest. This could mean that the demand for arthouse movies decays faster in

comparison to the demand for mainstream movies, as will be studied in the following chapter.
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Figure 18 Conceptual model post results study 2

Hypothesis 2.1: Arthouse movies have a lower available offer in sequential

home video channels in comparison to mainstream movies.

Supported
Sig. =.000

Hypothesis 2.2: The relationship between movie type and available offer

in sequential home video channels is related to opening strength and total

box office.

Supported
Sig. = 0.001

Though, no relationship
between theatrical
performance and
VODavailability within a
mainstream movie sample

6.5. Limitations

Four limitations of this study could skew the result. First, the sampling of movies is only of the year

2017 and therefore can limit the findings since outcomes of other years can provide different results

or mechanisms. Second, as a result of the elimination of cases without box office data, 40 small

arthouse movies from 2017 do not appear in this dataset. The elimination of small arthouse movies,

of which many were also not available in sequential channels, could lead to an underestimation of

the results. Since the sample of arthouse movies is sufficiently large enough the elimination of cases

is not expected to be an issue for the interpretation of the data. Third, the data derived from

www.film.nl does not account for the availability of movies over a whole year but is a snapshot of the

availability in May 2018. Therefore the data does not reflect whether or not movies have had a

sequential release at any time in their lifecycle, but if there is a difference in availability at a certain
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moment. The unavailability at a certain moment can have many different reasons which are further
explored in the discussion. Fourth, the availability of movies may also be explained by the rarity of
sequential home video platforms focused on arthouse movies. This limitation will be further

discussed in chapter 8.
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7. Third study:

Differences in cross-channel demand decay per Movie Type

7.1. Research design
This final study will address the unanswered question regarding the relationship between Movie Type
and cross-channel Demand Decay. As a result of different consumer reactions on the development of
reviews and WOM, the relative demand for arthouse movies in sequential home video channels is
theorized to be lower than the relative demand of mainstream movies. Gu et al. (2013) suggest that
consumers overreact on negative WOM of niche movies and overreact to positive WOM of popular
movies (Gu et al., 2013). This results in a faster decay of demand for arthouse movies with negative
or partisan reviews than for mainstream movies with the same reviews (Gu et al., 2013). Similarly,
Elberse (2008) argues that the increase in online offer herds consumers towards popular products
rather than spreading them over a large number of niche products (Elberse, 2008). This final study
measures whether there is indeed a difference in cross-channel demand decay for arthouse in
comparison to mainstream movies. It is assumed that when demand for a movie decays fast, a day-

and-date release would be most favourable.

7.1.1. Method and data
Demand Decay in this study represents the cross-channel demand decay (in contrast to demand
decay within a specific channel). Demand decay is calculated by dividing total theatrical revenue (box
office) by total TVOD revenue. In this manner, the variable demand decay is normalized which makes
a comparison between demand decay of movies arthouse and mainstream movies possible. In this
calculation, a high decay rate means that revenues drop faster than a low decay rate. The same
sample as the previous study — movies released theatrically in 2017 - is used in this study with the
exception of movies not released by sequential Transactional Video On Demand (TVOD) provider
Pathé-Thuis because for these movies revenues in sequential channels are unknown. The remaining
sample contains 277 movies of which 189 are mainstream, and 88 are arthouse. Two outliers are
excluded from the analysis. One movie gained very little revenue from the theatrical channel, while it
had an abnormal increase in revenue in the TVOD channel. Moreover, it was the only movie with an
increase in revenue of the entire sample. The other movie had abnormal low revenues in the TVOD

channel while it had very high revenues in the theatrical channel.
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7.1.2. Variables

Independent variable: Movie Type
The independent variable Movie Type is operationalized and collected in the same way as the

previous study.

Dependent variable: Demand Decay

The decaying rate of demand shows the rate at which revenues drop off in the TVOD window
compared to the theatrical window. The outcome variable demand decay is created by dividing total
theatrical revenue (box office) by total TVOD revenue. A high demand decay means that revenues
drop faster than a low demand decay. The theatrical revenue is collected in the same way as in the
previous study. The TVOD revenue is provided by major TVOD provider Pathé-Thuis, which is not
(anymore) affiliated to the theatre chain Pathé. The data provided by Pathé is an estimation of its
revenues for only the number of viewers are provided. In general streaming a movie TVOD from 2017
costs €4.99, so the revenue is calculated by multiplying the number of viewers with €4.99. Variations
can occur when consumers have not rented the movie but bought it for download. Besides movie-
specific elements such as quality, revenues in each window can differ for many reasons. For example,
the revenue from the theatrical window is influenced by the number of opening screens, number of
weeks that the movie played and advertising budgets. Likewise, the revenue from the TVOD window
is influenced by whether movies were displayed on the homepage and advertising budgets. In this
study, none of these factors is controlled for, and we make the assumption that these factors
influence all movies within a Movie Type group in the same manner. For example, all arthouse
movies are influenced in the same way by a lower number of opening screens, fewer weeks in the

theatrical channel and lower advertising budgets.

7.2. Results

7.2.1. Descriptives
Arthouse movies and mainstream movies differ in how much revenue they generate in the theatrical
and TVOD channel (see descriptives in table 12). Overall, in both the theatrical and sequential TVOD
window, revenues are lower for arthouse movies than mainstream movies. The mean demand decay
is higher for arthouse than mainstream movies. On average, the theatrical revenue of arthouse
movies is 157 times higher than the sequential TVOD revenue, whereas the theatrical revenue of
mainstream movies is only 71 times higher than the TVOD revenue. In addition, the standard

deviation of the mean demand decay is much higher for arthouse than mainstream movies. This
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suggests that demand decay is more dispersed for arthouse than mainstream movies, from which we
can conclude that there are larger differences in how the demand develops within the arthouse

group than within the mainstream group.

Table 12 Descriptive statistics of arthouse versus mainstream group

Movie Count % Theatrical revenue Estimated TVOD Demand decay

Mean Standard Mean Standard  Mean Standard
Arthouse 87 31.6% 131,134.40 192,463.84 1,152.12 1,789.64 157.34 156.55
Mainstrea 18 68.4% 1,406,607.1 1,947,336.17 22,148.8 23,013.97 71.41 72.00
Total 27  100% 1,003,093.9 1,718,373.99 15506.2 21404.98 98.59398 113.2823

7.2.2. Analysis
The data does not follow a normal distribution. Skewness and kurtosis can be spotted from the
histogram, and the Kolmogorov-Smirnov test is significant at p-value = 0.000. The Levene’s test for
equality of variances is significant p-value = 0.005. Therefore, equal variances are not assumed.
A robust independent samples t-test is performed to compare the mean decay rate of mainstream
movies with the mean decay rate of arthouse movies. Due to a violation of the normality assumption
bootstrapping was applied, and the sample is resampled 1000 times. Confidence intervals are set on
a 95% interval. The test results suggest that on average, arthouse movies have a higher decay rate (M
=157.34, SE = 16.78), than mainstream movies (M = 71.41, SE = 5.25). This difference, -85.93, BCa
95% Cl [-124.97, -50.44] is significant t(103.208) = -4.886, p = 0.001. The effect size is calculated with
the standard deviation of the mainstream group = 72.00. d = (157.34-71.408)/72.00 = 1.19 This
represents a large effect (Field, 2013; Cohen, 1988, 1922). There is 1.19 of a standard deviation

difference between the decay rate of arthouse versus mainstream movies.

7.2.3. Conclusions
The results suggest that there is a significant difference in the decay rate of arthouse movies in
comparison to mainstream movies. Arthouse movies have a significantly higher decay rate, which
means that the demand for arthouse movies decays faster than the demand for mainstream movies.
Additionally, the standard deviation from the mean is much higher for arthouse movies than
mainstream movies, which signals that there is much more difference in the decay rate between
arthouse movies than there is a difference in decay rate between mainstream movies. This notion
corresponds with the findings by Gu et al. (2013) and Reinstein & Snyder (2005) who suggest that the
development of revenues over time goes into extremes for arthouse movies. Gu et al. (2013) argue
that with negative WOM the demand decays much faster for arthouse than mainstream movies (Gu
et al., 2013). Reinstein & Snyder (2005) argue that the revenues of narrow-released movies react

exponentially on positive WOM (Reinstein & Snyder, 2005).
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Hypothesis 3.1: The demand for arthouse movies decays faster in

comparison to the demand for mainstream movies.

Supported
Sig. =0.001

7.2.4. Limitations

The main limitation of this study is that the TVOD revenues are derived from one platform only.

Specifically, the platform Pathé-Thuis, that targets a broad Dutch audience. For this reason, arthouse

movies may perform less well on this platform than mainstream movies. Nonetheless, at this

moment, no better suitable TVOD platforms exist in The Netherlands to compare a sufficiently large

set of mainstream and arthouse movies. TVOD platforms that specifically target arthouse audiences

have only just entered the market and do not (yet) have sufficient data to offer, and other big TVOD

platforms such as Melane, iTunes, Google Play and MovieMax target the same broad audience. The

effect sizes found in this study are sufficiently large to make the opportune assumption that similar,

though less strong, results can (suspiciously) be expected when the research is replicated with data

from other platforms. In addition, if the movies that are not available in sequential home video

channels would be incorporated, the difference in demand decay between arthouse and mainstream

movies would be even stronger (since unavailability leads to TVOD revenues of zero). However, it is

important to remain very cautious and not generalize the results of this study to the entire

population.
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8. Overview of studies

The results of the first study, an online experiment measuring purchase intentions, suggest that
hypothesis 1.1 - A day-and-date release strategy increases total purchase intentions in comparison to
a sequential release strategy - is validated. Hypothesis 1.3 - Consumer preferences for the theatrical
channel are higher for mainstream movies than for arthouse movies — is also validated. While
viewers of mainstream movies are attracted to the theatrical channel due to the superior audio visual
quality the channel offers, viewers of arthouse movies are attracted to the licensed home video
channel. However, within the experiment, these differences do not result in a moderating effect of
movie type on the relationship between release strategy and purchase intentions. The increase in
purchase intentions does not significantly differ for arthouse or mainstream movies. Moreover, a
consumer’s preference for the theatre or home channel does not predict a respondent’s choice to
switch to the day-and-date offer.

The results of the second study support hypothesis 2.1. In May 2018, arthouse movies that have
been released in theatre in 2017 are less available in sequential home video channels in comparison
to mainstream movies. This presumably indicates that arthouse distributors expect to make less
revenue from arthouse movies in sequential home video channels than mainstream movie
distributors. Hypothesis 2.2 is also validated. The relationship between movie type and available
offer in sequential home video channels is related to opening strength and total box office, though
this is only true for arthouse movies. Theatrical performance is found to be a significant predictor of
availability for arthouse movies, while it was not found to be a predictor at all for the availability of
mainstream movies.

The results of the third study support hypothesis 3.1; the demand for arthouse movies decays faster
in comparison to the demand for mainstream movies. The findings of this study are based upon the
post-theatrical performance of movies of one TVOD platform (i.e.Pathé-Thuis) that targets a broad
audience which could favour mainstream movies. The results should, therefore, be interpreted with
caution. First the hypotheses and additional findings are summarized, second, the conceptual model

of this thesis is laid out in figure 19.
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Hypothesis 1.1: A day-and-date release strategy increases total purchase
intentions in comparison to a sequential release strategy.

Supported
sig. =.000

Hypothesis 1.2: A day-and-date release strategy of arthouse movies
increases total purchase intentions more in comparison to a day-and-
date release strategy of mainstream movies.

Not supported
Sig.=1

Hypothesis 1.3: Consumer of mainstream movies are more likely to
choose the theatrical channel than consumers of arthouse movies.

Supported
Sig. =.000

Hypothesis 1.4: The difference in consumer channel preferences
mediates the moderating effect of movie type on the relationship
between release strategy and purchase intentions.

Not supported

No moderating effect

Consumers of arthouse movies are more likely to choose the licensed Sig. =.000
home video channel than consumers of mainstream movies.

Consumers have a lower willingness-to-pay for arthouse movies than Sig. =.002
mainstream movies.

Consumers of mainstream movies are more likely to pay a premium to Sig. =.005
watch the movie in the first window than consumers of arthouse movies.

Hypothesis 2.1: Arthouse movies have a lower available offer in Supported
sequential home video channels in comparison to mainstream movies. Sig. =.000
Hypothesis 2.2: The relationship between movie type and available offer | Supported
in sequential home video channels is related to opening strength and Sig. —0.001

total box office.

Though, no relationship
between theatrical
performance and
VODavailability within a
mainstream movie sample

Arthouse movies have a lower number of opening screens than Sig. =.000
mainstream movies.

Arthouse movies have a lower total box office than mainstream movies. | Sig. =.000
The availability of mainstream movies in sequential home video channels | p >0.05

is not related to the number of opening screens and total box office.

Hypothesis 3.1: The demand for arthouse movies decays faster in Supported
comparison to the demand for mainstream movies. Sig. =0.001
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Figure 19 Conceptual model incorporating the results of all 3 studies

The three dependent variables from study 1 (purchase intentions), 2 (availability in sequential home

video channels) and 3 (demand decay) are presumed to be influencing Total Producer Revenue. The

model is based on the following assumptions:

1. Purchase intentions are theorized to estimate actual sales.

2. The availability of movies in sequential home video channels is a prerequisite for the

generation of revenue in those channels.

3. The rate of decaying demand reflects how revenues develop over time.

All three dependent variables from study 1, 2 and 3 are found to be influenced by Movie Type.

Purchase intentions are influenced by consumer preferences for channel, timing and price, which in
turn are influenced by Movie Type. More specifically, mainstream movies attract more consumers to
the theatrical channel than arthouse movies. Moreover, mainstream consumers are more likely to
have a higher willingness-to-pay. Arthouse movies are more likely to have no offerings in sequential

home video channels which is influenced by a low opening strength and theatrical performance.

Moreover, the rate of demand decay is higher for arthouse than for mainstream movies.

67



However, Movie Type does not moderate the relationship between release strategy and purchase
intentions. Purchase intentions increase when a day-and-date option is introduced, but this influence
does not differ for arthouse versus mainstream movies.

The relationship between Release Strategy and Total Producer Revenue is theorized to be moderated
by Movie Type for two other factors. The first factor is the availability of movies in sequential home
video channels (study 2) and the second factor is demand decay (study 3). The mediating role of
these factors can only be assumed through deduction. When movies are not available in sequential
home video channels consumers of these channels do not have the opportunity to purchase the
movie, and consequently, no revenue is generated through them. Movies that have a high rate of
demand decay (i.e. arthouse movies) have proportionally lower revenues in sequential windows
compared to movies with a lower rate of demand decay (i.e. mainstream movies).

Both of the low availability and high demand decay decrease the opportunity of arthouse movies to
generate revenue in sequential windows in comparison to mainstream movies. Increased focus on
the first window, through a day-and-date release, therefore seems relatively more favourable for

arthouse than for mainstream movies.
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9. Discussion

A day-and-date release strategy is only different from a sequential release strategy by the added
home video offer in the first window. The first study estimates the revenue effects of a day-and-date
release by measuring the purchase intentions of the first window. Nonetheless, day-and-date
influences the performance of movies in post-theatrical windows as well. A sequential release
strategy is designed to attract consumers with different willingness-to-pay towards the highest priced
option by releasing the movie on different channels at different timings. The performance of movies
in post-theatrical windows indicates how beneficial the sequential strategy is for different types of
movies. The second and third studies are important to measure the extent by which certain types of
movies benefit from a sequential strategy. This research provides insights into the dynamics of movie
consumption along multiple stages of the movie distribution lifecycle. The research question - How
does a day-and-date release strategy affect total producer revenue? Moreover, how does the
arthouse or mainstream movie type moderate the relationship between release strategy and total
producer revenue? — is answered by a combination of three studies.

The findings of the studies show that the performance of arthouse movies in sequential windows is
substantially lower than the performance of mainstream movies. So much so that the sequential
release strategy does not have any benefits for smaller arthouse movies. The benefits of a day-and-

date release strategy for arthouse movies versus mainstream movies hinges on three findings.

1. A day-and-date release strategy increases total purchase intentions.

2. Arthouse movies have a lower opening strength and a higher rate of demand decay thereby
not performing proportionally as well as mainstream movies in sequential channels.

3. Though consumers have a preference to watch arthouse movies in sequential home video,

arthouse movies are more likely to not be available in sequential home video channels.

In the following sections, these findings are discussed, and the advantages of day-and-date and
disadvantages of a sequential release for arthouse movies are further explained. The discussion will
end with an estimate on whether the effects of day-and-date are so much stronger on arthouse
movies that movie type becomes a moderator of the relationship between release strategy and total

producer revenues.

9.1. The advantages of a day-and-date
In line with the findings by Hennig-Thurau et al. (2007) and Burmester et al. (2016) total purchase
intentions increase as a result of day-and-date. In this study, the total purchase intentions, on

average, increase with 4% when a day-and-date home video offer is added. Since prices are held
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constant, this increase is the result of better accommodating to consumers’ channel and timing
preferences. Though actual purchases are likely to differ from the intentions that respondents
provided, an estimation of this effect based on market data predicts an increase in total producer
revenues of 23.16 million euro per year (NL Film Fonds, 2017)°. However, the increase of 4% could be
underestimated because the positive effects of day-and-date on WOM are not incorporated in the
results. The day-and-date release increases the total number of viewers in the first window by 4.8%’.
Additional consumers in the first window increase WOM which in turn increases the number of
buyers, and consequently revenue. Another effect of day-and-date on WOM is that spillover effects
between channels can occur. An increase of movie awareness in one channel leads to an increase in
movie awareness in other channels as well (Gong et al., 2015). The effects of a day-and-date release
on WOM represents another opportunity for future research.

Also in line with the findings of Hennig-Thurau et al. (2007) is that day-and-date has a destructive
effect on the revenues in the theatrical channel. VODnow cannibalizes 9% of the total expected
theatrical revenue which is larger for mainstream movies (10%) than for arthouse movies (7%)3.
Through cannibalization, the theatrical channel is a relatively large contributor to the revenues in the
VODnow channel; switchers from the theatrical channel to VODnow channel account for 54% of all
VODnow consumers. This indicates that of all people that have a willingness-to-pay of €8.50 for the
home video day-and-date option, 55% would go to the theatre if the home video option was not
made available in the first window. Though this effect seems large, the theatrical channel remains
one of the most important sources of revenue compared to the VODnow channel. The statement of
John Fithian, the director of the National Association of Theatre Owners, that day-and-date is a
“death threat” for theatres is unlikely to be true. This study estimates that theatres keep a market
share of 57% of total movie revenue in the situation that all movies are released day-and-date
instead of the 62.5% in the situation that all movies are released sequential®. However, this dominant

portion of a movie’s revenues provides theatre owners with enough leverage over distributors and

6 Total market revenue 579 million euro per year times 0.04

7 Table 4 in chapter 5 shows that 3 respondents from the mainstream condition and 9 respondents from the
arthouse condition switch from VODIlater to VODnow, Switchers from theatre and unlicensed channels are
already in the first time frame. 245 consumers are in the first time frame in a sequential strategy, and 12 new
consumers are attracted to first time frame in a day-and-date strategy. This results in an increase of 4.8%.

8 In the mainstream condition, 14 out of 135 switched from cinema to VODnow. In the arthouse condition, 7
out of 100 switched from cinema to VODnow. 21/235 = 0.09. Introducing day-and-date cannibalizes 9% of
theatrical revenue.

% Mainstream theatre (121) + Arthouse theatre (93) / Mainstream total (187) + mainstream arthouse (187) =
214 /374 =0.57
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producers to boycott day-and-date. This shows the difficulties of the practical implementation of day-
and-date.

The implementation of day-and-date may benefit distributors (who represent the producers) and
consumers, but it requires collective action of home video providers and theatre owners which
seems unlikely as long as the theatre owners do not benefit. This need for aligned interests among
the distributors is confirmed by the findings by Calzada & Valletti (2012) that a day-and-date release
usually is only chosen when firms are vertically integrated (Calzada & Valletti, 2012). As an alternative
to vertical integration, distributors may also try to compensate theatres in order to persuade their
collaboration in a day-and-date release. The results of the experiment suggest that there is enough
room for (financial) compensation since for every euro that is lost in the theatrical channel, the
VODnow channel gains €1.52%°. The Dutch day-and-date platform Picl persuaded arthouse theatres
to collaborate by not only offering them a large part of the income but also by free promotions of the
theatres to their customers. Picl promotes theatres through integrating the theatre’s websites with
the Picl platform, and the day-and-date offerings are largely sold through the website of the arthouse

|”

theatre with the extension “/picl” which keeps consumers in contact with the theatrical brand along
their entire costumer journey. This shows how well the relationship between theatres and the home
video provider must be in order to enable a day-and-date release.

In a day-and-date release, new consumers are attracted through additional WOM and additional
cross-channel spillover effects. The descriptive statistics from the survey data shows how big the
additional WOM effect needs to be in order to nullify the cannibalization effect of the theatrical
window. From the data, the number of viewers in the first time frame increases by 12 when day-and-
date is introduced; this is a 5% increase. At the same time the theatrical channel loses 21 out of 235
consumers, this is an 8.9% decrease. Each of the 12 consumers that append in the new time frame
needs to inspire at least another 1.75 viewers to go to the theatre (where they themselves have not
seen the movie, so it is a spillover effect) to reach enough (21) new viewers for the theatrical channel
and nullify the cannibalization effect. This required number of new viewers seems plausible for an

exceptional “hit” movie but for an average quality movie, or a movie targeted towards a niche

audience; this seems unrealistic.

10 The total producer revenue is increased by €93.50 in the day-and-date condition thanks to consumers
switching from VODIater and unlicensed channels to VODnow (€51 + €42.50). The losses within the theatrical
channel (€178.50) are higher than the total producer revenue gains (€93.50).
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Another argument that proponents of a day-and-date release provide is that the release strategy
potentially counters unlicensed consumption (August et al., 2015; Doyle, 2016). The results from the
survey suggest that although this is true, the extent of the effects are very limited. Out of all
respondents, 12% prefers to watch the movie on unlicensed channels in the sequential condition. In
the experiment, only 9.6% of these unlicensed consumers decided to switch and pay €8.50 in order
to be able to watch the movie in the first time frame legally. This suggests that the large majority,
over 90%, of consumers who watch movies on unlicensed channels do this because it is for free, the
pricing factor. The fact that the offer is now legal does not increase their willingness-to-pay to €8.50.
From all licensed home video consumer 16% decides to switch when day-and-date is introduced. This
suggests that timing is more important for licensed viewers than unlicensed viewers, important
enough for these consumers to pay an additional €4.25. These findings are in line with the results of
Burmester et al. (2016) who conclude that a day-and-date strategy generates relatively small
amounts of additional revenue from consumers that use unlicensed channels. Nonetheless, of the
increase in total purchase intentions, 44% is explained by switchers from unlicensed channels®?.

For 10% of all movie consumers in the experiment, the introduction of day-and-date motivates them
to switch. For 5% of all home video consumers, the channel and timing aspect of the day-and-date
release increases the willingness-to-pay for 5% to €8.50. Switching behaviour can be further
enhanced by lowering prices of the VODnow option; this could result in an increase the total
purchase intentions. Though the effects of changing the pricing level are expected to be limited for
consumers of unlicensed channels, it could convince consumers of the sequential home video option
to switch and pay a higher price. However, this will also result in larger cannibalization of the
theatrical channel. For this reason, in the interest of the producer, offering VODnow for a lower price
than the theatrical channel should only be done when either the profits from VODnow are higher or
the optimal pricing levels, that increase the number of switchers from home channels but does not
cannibalize too much on the theatrical channel, is known. Both Hennig-Thurau et al. (2007) and
Burmester et al. (2016) suggest an optimal pricing strategy for a combination of channels and
timings, though their findings do not relate to the market reality. For this reason, it would be
commendable to perform a conjoint choice analysis in which certain channel, timing and pricing

levels are benchmarked to the current market reality.

11 From unlicensed 5 respondents switch and from VODlater 12 respondents switch resulting in:
12 * €4.25=51.51/93.5=56%
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9.2. The disadvantage of a sequential strategy for arthouse movies
A sequential release strategy is designed to maximize revenue from each consumer by attracting
those with the highest willingness-to-pay to the first window and subsequently releasing the movie
on different channels for lower prices to consumers with lower willingness-to-pay. Since the
sequential strategy is aimed at releasing the movie on different channels over different moments in
time, the development of demand over time is seen as an important influencer of release strategy in
academic research (Ahmed & Sinha, 2016; Lehmann & Weinberg, 2000; Luan & Sudhir, 2006). When
demand has diminished before movies are released on sequential channels, the design of the
sequential release strategy is not adequate. As Lehmann & Weinberg (2000) point out, the most
favourable release strategy for a particular movie can only be determined based on the opening
strength in combination with the demand decay.
In previous research, a movie’s genre is found to influence the release strategy although conclusions
on the type of genre that benefits most from a day-and-date release are contradictory (Ahmed &
Sinha, 2016; Hennig-Thurau, Henning, Sattler, et al., 2007). This study is the first to identify arthouse
and mainstream as a differentiator of movies for research on how release strategies. Although the
findings of the first study (i.e. the online experiment) suggest that day-and-date is beneficial for
purchase intentions of both mainstream and arthouse movies equally, the second and third study
uncover new aspects that show why a day-and-date release has more benefits for arthouse than for
mainstream movies. The second study shows that arthouse movies have a much lower opening
strength and the third study shows that arthouse movies have a much higher rate of demand decay.
A lower opening strength in combination with a higher rate of demand decay results in lower overall
demand in the sequential channel for arthouse movies than for mainstream movies. This also
explains why arthouse movies are less often available in sequential home video distribution channels.
The research by Gu et al. (2013) provides an explanation for the different rate of demand decay of
both arthouse and mainstream movies. They find that arthouse consumers respond differently to
WOM than mainstream consumers (Gu et al., 2013). Consumers tend to follow prior belief and
therefore overreact on negative or partisan reviews of niche products while they overreact on
positive reviews of mainstream products (Gu et al., 2013). It would be very interesting to research
demand decay in connection to critical and consumer reviews of each film in order to find out if
reviews or WOM indeed can explain the heterogeneity in demand decay found in this dataset. Not all
arthouse movies have a high demand decay. Two out of the top ten movies with lowest demand
decay are arthouse. Also, it would be interesting to find out if they may be labelled as “sleepers”,
narrow-released arthouse movies that develop positive WOM over time and then breakthrough

(Krider & Weinberg, 1998; Simonoff & Sparrow, 2000). The existence of sleepers is the reason that
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Dalton & Leung (2017) and Luan & Sudhir (2006) suggest that the demand for some narrow-released
movies might increase when release gaps are prolonged because WOM needs time to develop. In
contrast, the findings of the third study in this research suggest that certainly for the large majority of
arthouse movies, release gaps mostly seem to harm them because they have a stronger decay in
demand than wide-released movies. However, there is a high standard deviation to the mean of
demand decay for arthouse movies, much higher than the standard deviation to the mean of
mainstream movies. The demand decay of arthouse movies ranged from 6.5 to 756, indicating that
the sales patterns amongst arthouse movies are not similar throughout the arthouse sample. A few
movies perform exceptionally well in sequential channels, and a few movies perform exceptionally
poor in sequential channels. Suggestions by Gemser et al. (2007) potentially explain these extremes
by looking at the positive or negative evaluations that these arthouse movies have received (Gemser
et al., 2007). The research by Gemser et al. (2007) suggests that reviews are an influencer of demand
development for arthouse movies while reviews are only a predictor of demand for mainstream
movies (Gemser et al., 2007). This is in line with findings by Reinstein & Snyder (2005) who argue that
the revenue effects of positive critical reviews are exponential for narrow-released movies while they
are limited for mainstream movies (Reinstein & Snyder, 2005). Nonetheless, WOM and reviews are
not fulfilling as an explanatory element in the context of this dataset because the five best-
performing arthouse movies with a low demand decay on average score low reviews, a 6.6 on IMDB,
while the five worst performing movies with the highest demand decay have a much higher IMDB
score of 7.4 (IMDB, 2018). For this reason, the top performing movies in this dataset do most
probably not thank their high demand on the positive reviews and WOM. Other possible
explanations are required to be subject to further research. For instance, it is arguably more fitting
that a difference in demand decay between arthouse and mainstream movies is a consequence of
content characteristics. Consumer behaviour in response to entertaining or artistic movie qualities
may not be equal in the theatrical channel as in the sequential home video channels. It can be argued
that arthouse movies perform better in a social environment such as theatre than in a private
environment such as at home, for it has artistic and virtuous qualities that consumers want to display
(Bourdieu, 1984). This may explain why arthouse movies generate a proportionally higher part of
their total reviews in the theatrical window. In the same line of reasoning the best performing
arthouse movies, that have a relatively low demand decay could also have arguably more
entertaining characteristics. Potentially these entertaining characteristics might make them less
popular in the social setting of the theatrical channel, and perform better in home video because in
private setting consumers potentially prefer to be entertained. This effect would explain why movies

with low review scores still perform relatively well in sequential home video channels. Given these
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considerations, the relation between demand decay and entertaining and artistic characteristics
would also be an interesting subject for future research.

In light of the results from this thesis, the claim by John Fithian that “if [release] windows were
eliminated, what you would have would be fewer movies, fewer total dollars for the industry, and less
choice for the consumer.” seems inaccurate (Kirsner, 2005). The first study of this research estimates
that when day-and-date is introduced total revenues would go up. The second study shows how the
“choice” of arthouse movies for consumers is negatively affected by a sequential release strategy
because arthouse movies are less well available in sequential home video channels. A sequential
release strategy seems to have major disadvantages for movies with a low opening strength and high
rate of demand decay. Interestingly, the day-and-date platform Picl offers exactly these small
arthouse movies. While Pathé boycotts the initiative of Picl, small arthouse theatres are willing to
collaborate. Most of the theatres that join Picl, such as the Filmtheater Fraterhuis, are for a large part
relying on financial government support, donations and volunteers because the exhibition of small
arthouse movies is not a very profitable business (VNG, 2002). These arthouse titles often run on film
festivals around the world for a year where they are (hopefully) sold to distributors that give them a
narrow-release in local theatres (Kumb et al., 2017; Simonton, 2009). These long festival runs also
provide arthouse movies with the opportunity to build op WOM, though only movies that receive
prestigious awards on these film festivals are usually given a wide theatrical release. Only these
award-winning movies become “crossovers” in such that they are arthouse movies with a wide-
release, marketing budgets and a broader target audience. The majority of arthouse movies, those
that do not perform exceptionally well, possess the characteristics that set them apart from
mainstream movies; artistic qualities, a niche target audience, small advertising budgets and low
marketability. A day-and-date release strategy benefits these arthouse movies in particular because
their characteristics influence their sales pattern: a low opening strength and high demand decay. It
is also argued that these characteristics make them very suitable for global digital distribution
(Anderson, 2006). Digital distribution costs are low and global niche audiences can be attracted more
easily through the use of digital distribution channels. However, online distribution does not keep
demand for arthouse products high. In fact, online distribution herds consumers to popular
mainstream products even more (Elberse, 2008; Gu et al., 2013). Day-and-date provides arthouse
movies with the opportunity to attract audiences during their theatrical release when awareness is
still at its peak, and the demand for the niche arthouse movie has not yet decayed. The majority of
revenues are generated in the opening week of a movie’s theatrical release (Elberse & Eliashberg,
2003; Krider & Weinberg, 1998). This is true for blockbusters (Elberse, 2013). As the findings of this

research suggest, it is also true for small arthouse movies.
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9.3. Estimating the actual interaction effect of Movie Type with Release

Strategy
The findings of the first study suggest that respondents are more likely to choose the expensive
theatrical channel when confronted with mainstream movies than when confronted with arthouse
movies. Similarly, home video channels are more popular in the arthouse condition. Mainstream
movies have characteristics that attract consumers to pay €8.50 in order to watch the movie in
theatres, whereas arthouse movies do not. Offering a day-and-date home video option in the first
window therefore seems promising for arthouse movies; it enables arthouse movies to attract
consumers to the first window. As described in chapter 5, as a result of day-and-date, arthouse
movies indeed see a significant increase of consumers in the first window. The increase of arthouse
viewers in the first window is also larger than the increase of mainstream viewers. However, the
difference in the increase between arthouse and mainstream is not large enough to create a
significant interaction effect between movie type and purchase intentions. In other words, movie
type is not a moderator of the relationship between release strategy and 1t window purchase
intentions. However, the moderating effect of movie type on the relationship between release
strategy and purchase intentions is also theorized to be influenced by the performance of arthouse
movies in sequential home video channels, which was not included in the results of the first study.
The lower priced sequential home video option is the most important home video channel for
arthouse movies as it generates the highest proportion of purchase intentions of all home video
channels. Interestingly, the results from the experiment suggest that purchase intentions of
sequential home video channels should be higher for arthouse movies than mainstream movies.
However, this result from the experiment is not reflected in market data. Arthouse movies currently
do not outperform mainstream movies in sequential TVOD. Market data, as included in the second
and third studies, indicate that theatrical revenues are higher for mainstream than arthouse movies
(as is reflected by the results of the experiment) but sequential TVOD revenues are much lower for
arthouse than mainstream movies. Why are the sequential purchase intentions for arthouse movies
in the experiment different than the sequential revenues of arthouse movies found in market data?
Assuming that all respondents follow through on their intentions to purchase sequential home video
is incorrect. The intention to buy the movie on a home video channel four months later will have
changed over the course of those four months for at least some of the respondents. It is harder for
respondents to state their intention for the future than it is to state their intentions for the present.
This would explain why the theatrical purchase intentions appear to be more in accordance with
market data. The research by Milkman et al. (2009) suggests that purchase intentions of arthouse

movies are even less time-consistent than purchase intentions of mainstream movies (Milkman et al.,
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2009). Milkman et al. (2009) argue that consumers state that they intent to watch “should-movies”
by renting the DVD, but actually do not follow up on their anticipated intention (Milkman et al.,
2009). The authors suggest that revealed preferences favor “want-movies” over “should-movies”
(Milkman et al., 2009). This seems plausible as arthouse movies convey virtue and artistic qualities
that consumers like to advertise, but actual behavior favors easy , more entertaining, movies. The
findings of the three studies of this research also substantiate this explanation. The first study, the
online experiment, indicates that an equal number of respondents in the mainstream and arthouse
condition state the intention that they want to watch one of the movies. However, respondents
postpone the purchase of arthouse movies more often (they are more likely to choose VODIlater)
while mainstream movies are more often chosen to watch immediately in the first time frame.

If the interest of consumers is caught by an introductory marketing campaign of a movie and they
have the objective to watch the movie in sequential home video channels four months later, it is
certainly not a guarantee that they will actually do so. In four months the consumers may forget
about the movie or, as Mukherjee et al. (2005) suggest, lose interest because newer movies have
become available as well (Mukherjee & Kadiyali, 2011). At the moment of release marketing
campaigns are at a peak which may spike the interest of consumers, however, when this awareness is
not maintained, the interest in the movie will decay (Luan & Sudhir, 2006). This consideration should
impact arthouse movies stronger, for as the results of the third study suggest, arthouse movies are
expected to have a higher rate of decaying demand. Given that arthouse movies have less advertising
budgets and less recognizable attributes such as famous lead stars, they are easier forgotten.
Moreover, when the market for these movies is smaller (niche markets), less consumers spread
WOM and this makes the awareness of these movies much lower.

The probability that respondents who chose to watch the movie in sequential home video channels
(VODlater) move from ‘Intention to watch on VODlater’ to ‘Not watch’ over the course of four
months should be incorporated into the results to more accurately predict actual purchases. When
re-estimating actual purchases from the experiment, respondent who chose VODIlater in the
arthouse condition have a higher probability of becoming ‘Not Watch’ than respondents who chose
VODlater in the mainstream condition. Since arthouse movies generate a substantial amount of
purchase intentions from VODIlater, this decrease in purchase estimations has a strong effect on the
total purchase estimation of arthouse movies. Moreover, the results from the first study as described
in chapter 5, are likely to be underestimated because the positive effect of switchers from VODIlater
to VODnow on total purchase intentions should be much higher for arthouse than mainstream

movies. Of all licensed home video respondents in the arthouse condition, 15% switched to VODnow,
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thereby these 15% “guaranteed” their revenue, while the revenues of the others are subject to
decay?®?.

By re-estimating the actual purchases from the first study, the results from the second and third
study are combined with the results of the first study. If arthouse movies are 18.22 times more likely
not to be offered in sequential home video channels than mainstream movies, the purchase
intentions from respondents choosing VODIater in the arthouse condition are 18.22 more likely to
move from ‘Intention to watch on VODlater’ to ‘Not Watch’ than the VODIater purchase intentions of
mainstream movies. In addition, the second study suggests that arthouse movies have a much lower
opening strength, the number of theatre screens is lower for arthouse movies than mainstream
movies, this corresponds with the result from the experiment where respondents are more likely to
choose theatre for mainstream movies than arthouse movies. The third study suggests that from the
remaining movies, that have been made available in sequential home video channels, their relative
average decay is much higher than the decay of mainstream movies. In all, both the second and third
study predict gloomy results of arthouse movies in sequential home video channels.

When assuming the most extreme outcome -that all respondents who chose VODIater in the
arthouse condition will actually never purchase the movie and all respondents who chose VODlater in
the mainstream condition will actually always follow-up on their intention - the results from a new
two-way repeated measures ANOVA will show whether or not movie type is a moderator of the
relationship between release strategy and purchase intentions as a proxy to revenue.

A description of the re-estimated data in table 13 shows that arthouse movies now have a much

higher increase in purchase intentions as a result of day-and-date than mainstream movies.

Table 13 Descriptive statistics of the original and re-estimated data of study 1.

Descriptive statistics Original Original Re-estimated Re-estimated N
Mean standard mean standard
deviation deviation
Mainstream Sequential 5.6858 3.72379 5.6858 3.72379 222
Day-and-date  5.8964 3.66876 5.8964 3.66876 222
Increase in Pl +0.21082 +0.21082
Arthouse Sequential 4.9775 3.56494 3.829 4.2386 222
Day-and-date  5.1881 3.61829 4.212 4.2594 222
Increase in Pl +0.2106 +0.383

1215% = Switchers from VODlater(9)/VODlater (60)
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The profile plot in figure 20 also shows that the increase of arthouse movies indeed has become
steeper. The test results for a new two-way repeated measures ANOVA showed that the increase in
purchase intentions between the sequential and the day-and-date condition is greater for arthouse
movies than mainstream movies. However, the outcomes of the two-way repeated measures ANOVA
showed that the interaction effect F(1, 221) = 1.891 is not significant at p = 0.170 (p> 0.05). In other
words, the difference in the increase is still not large enough that it can significantly affect the
strength of the relationship between release strategy and total purchase intentions. This result is
explained by the number of switchers that in this experiment remained fairly equal for both movie
types. 11% of respondents switched to VODnow when asked about mainstream movies and 9%

switched to VODnow when asked about arthouse movies.
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Figure 20 Profile plot that shows the Release Strategy x Movie Type for re-estimated data.

The result of the repeated measures ANOVA with a re-estimation of the data is depicted in the
conceptual model of this thesis figure 21. All three dependent variables from study 1 (purchase
intentions), 2 (availability in sequential home video channels) and 3 (demand decay) are influenced
by movie type and are expected to influence the release strategy as well as total producer revenue.
However, within the pricing configurations of the experiment performed in the study first study,
these variables do not cause a significant large moderating effect of movie type on the relation

between release strategy and purchase intentions.
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Figure 21 Conceptual model post re-estimated results

The results of study 1, 2 and 3 of this thesis indicate that a day-and-date release strategy is not the
trump card that arthouse movies have and mainstream movies do not. However, there is a way in
which day-and-date release may proof significantly more valuable to arthouse movies than
mainstream movies. The online experiment shows that viewers of arthouse movies on average have
a lower willingness-to-pay than mainstream movies. The day-and-date home video option,
benchmarked on the price that day-and-date platform Picl asks for arthouse movies, may, therefore,
be priced too high in the experiment to attract sufficient switchers to the day-and-date home video
offer. Moreover, in the experiment, theatre tickets for mainstream and arthouse movies are priced
equal for the feasibility of the study. However, actual prices of mainstream theatre tickets differ from
arthouse tickets. On average, mainstream theatre tickets cost between €9.50 and €14.00 while
arthouse tickets usually cost €8.50. These pricing levels may have biased the results in such that the
popularity of both the theatre and VODnow options are overestimated. Moreover, it seems
reasonable that a day-and-date home video offer for arthouse movies should also be priced lower
than the offer for mainstream movies to get optimum results. It would be promising to perform a
conjoint choice analysis in order to find the optimal price of the day-and-date home video offer for
both arthouse and mainstream movies separately. When prices are not fixed along both movie types,
this could mean that arthouse movies benefit more from a day-and-date release than mainstream

movies.

As an indication of what different day-and-date prices might mean for the effect on the purchase

intentions of arthouse movies, a short exploration for possible future research is performed through
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an alteration of the data. It is assumed that nothing changes in the mainstream condition while in the
arthouse condition, the new day-and-date situation is presumed to keep 75% of the purchase
intentions for VODIater as ‘Not watch’ and 25% of the purchase intentions for VODlater as switchers
to ‘VODnow’. Only for arthouse movies, VODnow has a lower price of €6.50.

As seen from the descriptives in table 14, the increase in purchase intentions is now much higher for
arthouse movies than mainstream movies. When accounted for a higher demand decay of arthouse
movies, and that pricing strategies for arthouse day-and-date offerings are lower than the day-and-
date offerings of mainstream movies thereby resulting in a higher attraction of the VODnow offer,
the results of a two-way repeated measures ANOVA suggest that this may possibly result in a
moderating role of movie type on the relationship between release strategy and revenue. The
interaction effect F(1,221) = 5.647 is significant with p = 0.018 (P < 0.05). The optimal pricing of day-
and-date offerings for arthouse movies, in particular, can potentially prove to be another promising

subject for future research on movie release strategies.

Table 14 Descriptives of data after alteration (number of arthouse switchers artificially increased)

Descriptive statistics Original Mean Re-estimated Alteration of switchers
Mainstream Sequential 5.6858 5.6858 5.6858

Day-and-date 5.8964 5.8964 5.8964

Increase in Pl +0.21082 +0.21082 +0.21082
Arthouse Sequential 4.9775 3.829 3.829

Day-and-date 5.1881 4212 4.381

Increase in Pl +0.2106 +0.383 +0.552

9.4. Practical contributions
This thesis has several contributions for practitioners in the movie industry. The findings and
conclusions of this research potentially also apply to other industries where products are released in
sequential order (e.g. such as books that are released on hardcover and sequentially in paperback or
in different languages).
Our understanding of the distribution of arthouse movies is enhanced in four ways. First, the
theatrical channel remains one of the most important channels for the distribution of arthouse
movies. Second, consumers of arthouse movies have a lower willingness-to-pay than consumers of
mainstream movies. Third, the willingness-to-pay for arthouse movies can be increased by offering
the movie on home video in the first window. Fourth, arthouse movies have a low opening strength
which makes their lifecycle in sequential home windows shorter. Fifth, arthouse movies generate on
average a lower proportion of the total revenue than mainstream movies generate in sequential

home video channels. Together these insights show the difficulties and benefits of introducing day-
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and-date on the market of arthouse movies. The size of the theatrical channel makes arthouse
movies highly dependent on the cooperation of theatre owners in order to introduce day-and-date.
Moreover, the willingness-to-pay for arthouse movies is low, and the pricing of the day-and-date
home video offer cannot be high when the goal is to attract the highest number of viewers. Though,
niche arthouse movies, in particular, do not have any benefit from the release gaps that are part of
the standard practice of a sequential release. A day-and-date release can increase the number of
viewers for these small arthouse movies. A day-and-date release will increase the total number of
viewers in the first window, and thereby the awareness and WOM, which may result in a better
performance for some of these movies, “the sleepers”, in sequential windows and help arthouse
movies to gain a better market position. In addition, these findings can support managers and
governments aiming to advance and promote arthouse cinema. The value of arthouse movies for
individual countries is often related to their cultural and societal value. The languages are spoken in
the arthouse group and mainstream group differ greatly. As depicted in figure 22, the arthouse group
contains many more non-English spoken movies. This confirms the support for arthouse movies
relates one-on-one with the support for local movie industries that have the ability to depict
important national or local stories. The data on theatrical and TVOD revenue clearly shows why
arthouse movies can rarely be financed without subsidies and donations. As governments promote
the production of arthouse movies, it seems logical they should also promote its distribution. In the
Netherlands, there are no policies that forbid day-and-date practices such as in France. Though there
are also no policies that promote day-and-date for culturally significant arthouse titles either. The
findings of this research may enrich the debate on whether or not such policies should be
implemented for subsidized movies with a narrow theatrical release. In a report for the European
Union, Ranaivoson et al. (2014) provide a thorough description of the different governmental policies
on movie release windows of EU-member states and the opportunities and challenges of European
cross-border day-and-date releases (Ranaivoson et al., 2014b, 2014a).

At last, this research sheds light on the recent dispute between Netflix and Cannes. Was the Chief
Content Officer of Netflix, Ted Sarandos, right when he said that obstruction of day-and-date releases
by the prestigious film festival of Cannes is punitive to “filmmakers and film lovers”?

It can be concluded, though very cautiously and simultaneously urging for more research, that
obstructing a day-and-date release is punitive for in particular small arthouse titles that already
struggle to find their audience. Moreover, the price level that attracts the maximum number of
viewers to the day-and-date option while not cannibalizing too much of the theatrical channel
remains unknown and should be subject to future research and experiments within the industry

should be welcomed.
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Figure 22 The languages spoken in the movies from sample study 2

9.5. Sources of bias, limitations and recommendations for future
research

The sources of bias and limitations of each study are referred to separately at the end of each results
section. However, two sources of bias have a strong influence on the research results and will,
therefore, be discussed in more detail in this section.
The first source of bias is found in the second database study. This study suggests that arthouse
movies are less likely to be available in sequential channels. In the Netherlands, VOD platforms that
focus specifically on arthouse movies are rare. This rarity of arthouse platforms also decreases the
probability that arthouse movies are offered in sequential home video channels. At the moment
there are four platforms focusing on arthouse only, the first is a small “boutique” SVOD platform
Cinetree that is launched in 2014, and the second is the day-and-date platform Picl that is launched in
2017 (Cinetree, 2018; picl, 2017). Whether or not these platforms are profitable is unknown, but the
launch of Picl is supported by government funding (picl, 2017). In 2018, two new TVOD platforms
CineMember and FilmAmbassade will also try to join the arthouse home video market (Dijksterhuis,
2018). In the past, arthouse VOD platforms CineLink (launch 2008) or Ximon (launch 2011) have tried
to become profitable but were unsuccessful. While the rarity of arthouse platforms might skew the
results of this study, it could also signal how hard it is for arthouse movies to generate revenues in
sequential home video channels.
The second source of bias is part of the third study regarding the higher demand decay or arthouse

movies. The results are potentially biased because they are exclusively based on the revenues from
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Pathé-Thuis. In a preliminary interview conducted as part of this research, Rick Hartman, the
distributor of September Film and founder of CineMember, mentioned that he believes arthouse
visitors differ from mainstream visitors and in consequence, they are not attracted to the same VOD
platforms such as Pathé-Thuis that targets a broad audience. However, from the respondents of the
survey, 80% described themselves as both a mainstream and arthouse viewer at the same time with
only 4% saying they would watch arthouse movies only. When confronted with 16 actual movies,
12.6% of respondents (28 respondents) chose only to watch one of the arthouse movies and none of
the mainstream movies, and an equal number chose to only watch a mainstream movie and none of
the arthouse movies. Though the results from the survey are biased towards the age group 18 — 39, it
seems as if the majority of consumers is attracted to both arthouse and mainstream movies.
Whether or not arthouse and mainstream consumers are totally different people, and thereby totally

different movie markets, remains unclear and would be a laudable subject of future research.

The research as a whole has its own limitations as well. The three studies from this research are
combined in order to determine the extent of the effect of day-and-date on total producer revenue,
the combination of approaches results in a mix of biases that make the results difficult to interpret.
One example of this mix of approaches is the movie-specific and platform-specific approach. The first
study takes a movie-specific approach in which it is presumed that moviegoers first pick a movie and
then decide on what channel they want to see that movie. However, moviegoers may also decide
upon a channel first and subsequently pick a movie from the available offer thereby taking a
platform-specific approach. Purchase intentions in a platform-specific approach can generate
different results because consumers may have been influenced by other factors.

Moreover, all three studies labels movies as either arthouse or mainstream, though in reality some
movies should have been labelled as “crossovers”. It is recommendable that future research
incorporates crossovers as an extra explanatory variable for the heterogeneity in consumer
behaviour. This extension of the conceptual framework could provide additional insights into what
release strategy works best for what kind of movie type.

Two limitations of this study are expected to be the most fruitful starting points to continue research
on movie release strategies. The first limitation is that the relationship between day-and-date and
WOM is not studied while WOM is expected to have a large influence on the amount of revenue that
a day-and-date release can generate in both the first as well as the sequential windows. In the first
window, WOM is expected to contribute to spillover effects between channels that could, in turn,
enhance the effect of day-and-date (Gong et al., 2015). In the sequential windows, WOM is expected
to positively influence the development of demand for both arthouse and mainstream but to varying

degrees. The findings of other authors that studied the topic show that arthouse movies that have
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received exclusively positive reviews may benefit from the development of WOM and consequently
from a sequential strategy, while arthouse movies that receive negative or partisan reviews may
decay faster and potentially benefit from day-and-date (Gemser et al., 2007; Gu et al., 2013;
Reinstein & Snyder, 2005). Creating a better understanding of the influence of WOM on movie types
and demand decay is expected to be a potentially fruitful course as well. The second limitation is also
mentioned elaborately in the previous section; this research did not incorporate different pricing
levels within a single time frame or between movie types while this would be a more realistic
representation of the market. To conclude, it can be very promising to conduct a conjoint-choice
analysis in a mainstream, arthouse and crossover group to find out how important different
attributes are for each group, how these groups differ from each other, and what the optimal pricing

levels will be.

85



10. Conclusion

This thesis aims to contribute to the academic discourse by providing a number of empirical findings
with regards to the effects of release strategies. Building upon existing academic theory regarding
movie release strategies, an integrated theoretical framework has been developed that allows for the
controlled research that is conducted as part of this study. The foundations of the theoretical
frameworks are laid out by Hennig-Thurau et al. (2007) who specify three release strategy
optimization variables - channel order, channel timing, channel pricing - and Ahmed & Sinha (2016)
and point towards internal and external influencers of the release strategy(Ahmed & Sinha, 2016;
Hennig-Thurau, Henning, Sattler, et al., 2007). Their frameworks have been joined and extended to
include all influencers of the release strategy found in the academic literature on research strategies.
The studies directed towards day-and-date release strategies thus far had a limited scope because
they have been focused on predominantly mainstream or American movies only. While studies by
Hennig-Thurau et al. (2007), August et al. (2015) and Ahmed & Sinha (2016) point towards movie-
specific factors that influence the outcomes of the release strategy, none of the studies have found
one satisfying explanatory variable that explains the existing heterogeneity in consumer behavior
(Ahmed & Sinha, 2016; August et al., 2015; Hennig-Thurau, Henning, Sattler, et al., 2007). Moreover,
none of these academics studied how movie-specific factors influence revenue generation in
sequential windows. This thesis fills this research gap by studying whether the impact of movie
release strategies differs for arthouse and mainstream movies. The research question of this thesis is:
How does a day-and-date release strategy affect total producer revenue? Moreover, how does the
arthouse or mainstream movie type moderate the relationship between release strategy and total
producer revenue? Through a multi-study research design, three hypotheses are theorized to explain
the effect of movie type on the relationship between release strategy and total producer revenue.
The first is that the arthouse movies incite different consumer preferences for distribution channels
than mainstream movies. The second is that arthouse movies have a lower opening strength than
mainstream movies and therefore do not generate sufficient revenue in sequential (post-theatrical)
channels to be offered and promoted. The third is that the rate of demand decay is higher for
arthouse and mainstream movies. Several findings contribute to the academic discourse. The first
study confirms that a day-and-date release strategy increases expected revenue in comparison to a
sequential release strategy. The first study validates the hypothesis that channel preferences differ
per movie type, mainstream movies attract consumers to watch the movie in theatre while arthouse
movies attract consumers to watch the movie at home. In addition, this study shows that arthouse
movies incite a lower willingness-to-pay. The second study confirms that arthouse movies have a

lower opening strength and validates the hypothesis that the opening strength influences the
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availability of arthouse movies in sequential windows. Additionally, this study shows that while
opening strength influences the availability of arthouse movies it does not influence the availability
of mainstream movies. In practice, mainstream movies are always available in sequential home video
channels. This may be further explained by the findings from the third study. This third study
confirms the hypothesis that the development of demand decays much faster for arthouse movies
than for mainstream movies. In conclusion, the findings of this thesis suggest that a day-and-date
release strategy increases expected revenue for both arthouse and mainstream movies. Moreover,
arthouse movies benefit less from a sequential strategy than mainstream movies because they are
less able to generate revenue in sequential windows. This is the result of a combination of low
opening strength and a high rate of demand decay by which this movie type appears to be
characterized. Though these results suggest that the benefits of a day-and-date release strategy are
higher for arthouse than mainstream, this does not result in a moderating role of movie type on the
effect of release strategies on revenues. This contrast is explained by the inability of arthouse movies
to attract a sufficiently large number of consumers to pay the premium price connected to a day-
and-date home video offer. Though more consumers are attracted to pay a premium, the number of
switchers is similar for both movie types; 11% switched when asked about mainstream movies and
9% switched when asked about arthouse movies. However, these results are based on the pricing
levels of the experiment. Lowering the pricing level of the arthouse day-and-date home video option
(that was used in the online experiment) may, in fact, result in a higher number of switchers, and
thereby higher purchase intentions. However, this is expected to further cannibalize on the theatrical
revenue. In the interest of the producer, offering VODnow for a lower price than the theatrical
channel should only be done when either the profits from VODnow are higher than from the
theatrical channel or the optimal pricing levels -that increase the number of switchers from home
channels but do not cannibalize too much on the theatrical channel - are known. Conducting future
research on the optimal pricing levels within a day-and-date strategy is also a recommendable
subject for future research.

This research contributes to the academic discourse by providing empirical findings on the effect of a
day-and-date release strategy for arthouse movies. These findings will help managers in the industry
to better market and distribute their movies. In addition, the results provide evidence for them that
experimenting with new day-and-date strategies can prove to be very profitable. At the same time
policymakers that are aiming to advance and promote arthouse cinema benefit from this research
because the findings can help to make their policy efforts more adequate and effective. Especially
for arthouse movies, this support is needed in order to preserve their considerable and widely

acknowledged cultural and societal value.
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