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Economic Position of the Walt Disney Company: Phase II
The purpose of the four phases of this paper is to review the economic position of the Walt Disney Company. The economic position provides the organization an understanding of their position in a given market. The first phase provided an overview of the organization and the focus of the second phase is the current market conditions that will affect the company. The conditions will include market structure, impact of new companies entering the market, pricing, technology, productivity, cost structure, price elasticity of demand, current competition, supply and demand analysis, and the impact of government regulations. 
Market Structure


The Walt Disney Company seems to fall under the oligopoly description of a market structure. This is due to lack of variation and support of the different companies that could be involved in operating theme parks but choose not to be. In other words, very few companies participate in this market. This might be because of the specialization required to attract the customers to this line of product. The costs are high in maintaining and operating theme parks as well as visiting them. Theme parks have to be placed in a largely populated area to ensure the number of visitors or consumers will be high enough to build an income rather than lose an asset (Colander, 2008).
Technology


The technology used in this market is no secret between companies. Park rides are constructed uniquely to the company and the brand it supports but many safety regulations keep everything to a set standard. This allows the oligopoly rather than a monopoly to occur over this market because the technologies used are based on items the consumers use everywhere they go. For example, many rides, like the Star Tours ride based on the Star Wars movie, have advanced video streaming so the consumer perceives a more realistic sensation from the experience. These projections are based on the most up to date technologies available offering the best quality of experience (Disney, 2009).
Productivity
According to Colander (2008), “Production is the transformation of factors into goods and services. The key to a smooth operation is through production. Poor production can create a loss of profits for any organization. The Walt Disney Company has a very complex production process for their consumer retail products. The company has more than 60,000 products they sell in the theme parks, mall stores, and on the Internet and has approximately 65,000 licensed products. Disney has adopted two separate processes to ensure safety and quality of all their products (Disney, 2009). The direct retail products go through a system of testing and auditing to ensure quality before it reaches the stores. Each product has its own set of guidelines that must be met and will go through internal and third party testing to guarantee engineering excellence (Disney, 2009). The licensed products are processed through a three tiered system. Tier one is the process certification of the licensee, tier two is the test report verification process, and tier three is the full service test program (Disney, 2009). Each tier certifies that the producer is licensed and adhering to the procedures and regulations set by their licenses. 
Prices


Disney offers a brand that everyone recognizes but the prices can be seen as high in comparison to the competitors. ImagiNation, a company that helps to build Disney, stated that the price is not everything. Innovation and specialized design is what the company is all about. This subsidiary of Disney discovers what the consumers are capable of paying, what they want, and how they want it. The information gathered allows them to build a better experience for the consumer while ensuring the company can compete financially and technologically (ImagiNation, 2009).
Cost structure

Wages and benefits


Wages and benefits are an important factor when attracting potential employees to a particular job. A company that is willing to pay more in wages and benefits will be able to afford a higher quality employee (Colander, 2008). Unfortunately, with the recent decline in the economy Disney had to decrease operating costs, which included wages and increase in costs, by 17%. Disney also paid out $213 million in restructuring costs, which included severance packages for employees who were laid off. (Walt Disney Company, 2009) 
Fixed and variable costs 


Fixed costs are cost that will remain the same for a specific time frame (Colander, 2008). Disney’s fixed costs include monthly utilities, park rides, space rentals for their retail stores, and costs of manufacturing their products. Variable costs are “costs that change as the output changes” (Colander, 2008, p. 205). Disney’s variable costs are labor, cost of food in their restaurants, and cost of cleaning supplies at their resorts. With the economy in a recession, Disney’s costs are more variable than fixed. The decline in sales at the Disney stores and guests at the parks, has led Disney to reduce costs and lower admissions prices to attract people back to the parks (Henderson, 2009).
Supply and Demand

The theme parks today are reliant on the discriminating consumer demands during the peak times of the year to remain in action, or in other words, the tourist crowd is seasonal. Seasons like the mid-spring and summer, when the students are on breaks from school are the most opportunistic time during a year to have a larger consumer presence. The theme parks have promised to be conventional by supplying the same Disney products as well as services in all their theme parks worldwide. It is because of the demand of the tourists that each new theme park of the Disney Company is designed and constructed as much alike to the unique and original Disneyland theme park. If any alteration is made in the newly constructed theme park, it is done to hold the particular country’s cultural standards, flavor, and prospects. The most recent examples of this type of construction are the Euro Disney, Tokyo Disney, and the Hong Kong Disney. All these theme parks treat their visitors conventionally, offer the same attractions, shopping, and dining experiences (Hansen, n. d.).
Price Elasticity of Demand


“The price elasticity of demand measures the rate of response of quantity demanded due to a price change” (Moffatt, 2010, para. 1). As demand for a product decreases, companies will reduce their prices to increase demand. Disney had to decrease ticket prices, cost of the hotels and resorts, and merchandise prices, due to the lack of demand in 2009 (Walt Disney Company, 2009). The reduced demand caused revenues to drop by 7%. Disney anticipates that as the economy begins to raise again, so will the demand for family vacations. As the demand increases, so will Disney’s prices. 
Competition

The Walt Disney theme parks face a tough competition from Florida’s theme parks of Universal Orlando and Sea World Orlando. The company also has competition in other countries that includes the South Korean MGM Studios Park, the United Arab Emirates also has a Universal Studios and Marvel Studios Theme Parks and another Universal Studios in Singapore. These parks are supposed to provide fierce competition to the Walt Disney theme parks in the near future. But at the same time, this international expansion of the Disney theme parks has not been successful because of several factors like cultural divergence, recession, and creation of wrong marketing strategies. Disney has received criticism on behalf of their theme parks from competitors due to several internal and external factors, which include communication gaps, high interest rates, and cutbacks in the real estate market (Synder, 2002).
Impact of New Companies


Disney, as the leading entertainment provider in the industry, has had lower theme park admissions during this current market resulting from the downturn in the economy. The companies currently involved in “Disney’s market” already do not have what it takes to defeat this beast. If a new company were to emerge offering a well recognized name and product, the chances of their survival would be thin. This is not a low-cost, low-priced market in which anyone could just jump in and expect to make it among the larger corporations. As Disney describes it, (Disney, 2009) the competition is scarce and the products are well known. As Disney gobbles up all ideas, products, or other items that could pose a threat, such as Marvel Entertainment, the competition is left with a lack of new products to offer the consumer. 
Government Regulations

With a huge number of Disney theme parks across the globe, the government regulations too depend on which country’s park is being visited. Almost all the countries witnessing a Disney theme park have a well executed government plans for scrutinizing and probing programs for any casualty occurring during the amusement rides. Some countries also depend upon insurance companies and comply with audit industries for safety standards and regulations. The governments of some countries have given the sole responsibility of recruiting their personal inspectors and police to look into the safety laws. The Universal Orlando of Florida is free from the state ride regulation and casualty inspection plans (Saferparks, 2009).

Conclusion
This second phase of the economic position of the Walt Disney Company reviewed the current market conditions that affect the company. These conditions included identifying the market structure as oligopoly, discussed the unique technologies, productivity, pricing, and changes in cost structure due to economy. More conditions included supply and demand, price elasticity of demand, the competition, the impact of new companies to the market, and the impact of government regulations. The end of this phase will move the team forward to phase three of this project that will cover the market trends that affect the economic position of the Walt Disney Company. 
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