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			Book Presentation
Michael Eisner by Michael Eisner and Tony Schwartz

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of Michael Eisner (Michael Eisner and Tony Schwartz)

			Highlights – Michael Eisner’s business background

			Michael Eisner (born in 1942) grew up in New York, where he attended several private schools. He studied at Denison University in Granville, Ohio, starting as a premed student before changing his major to English.

			While at university, he started working during the summer vacations as a page boy at NBC, and fell in love with the entertainment business. His main responsibilities were answering phones, running errands and giving studio tours. That, in turn, led to a job as a Federal Communications Corp. logging clerk at NBC for $65 a week when he graduated from university. On weekends, he got a part-time job doing traffic reports for WNBC Radio in New York.

			Three months later, he applied for a new job at CBS as liaison between the programming and sales departments for the Saturday morning children’s schedule. The new job meant a great pay increase – all the way to $140 a week. He also spent his spare time developing his idea for a prime time show – which was rejected by more than 75 companies.

			In 1966, Eisner landed a new job at ABC as an assistant to the national program director where he read scripts, developed new ideas for shows and started to learn more about the television industry.

			“At ABC, I was achievement-conscious more than image conscious. My tie was invariably askew, my suits never quite hung right and my hair always had a mind of its own. Competitive as I was, I never became involved in corporate politics in the sense of trying to figure out what the guy in the next office was up to, or showing up at the right restaurants, or attempting to ingratiate myself with my bosses by figuring out what they wanted to hear.”

			– Michael Eisner

			By mid-1968, Eisner was promoted to the position of director of East Coast prime-time development. This was followed by another promotion the next year to director, feature films and program development, working under Barry Diller. He then moved to a position as executive assistant for Marty Starger, the head of programming at BAC.

			Michael Eisner’s next promotion was to head of daytime and children’s programming in 1971. Even though this wasn’t considered a high status job, Eisner had pushed for it since he recognized daytime TV programming was a huge profit center for ABC, and he would finally have the responsibility to make some creative decisions. And, best of all, ABC was last in the daytime ratings, so he figured you couldn’t fall off the floor.

			After achieving some success with developing new shows and increasing ratings, Eisner, in 1973, moved to Los Angeles to take up a position as vice-president of prime time development for ABC. When Barry Diller was hired away from ABC to become chairman of Paramount Pictures, Eisner worked closely with Fred Pierce on developing new shows for ABC’s prime time line up.

			After a few successful years in that role, Diller offered Eisner a job as president of Paramount Pictures. It was an irresistible opportunity, so at the age of 34, Eisner left ABC and took up the new position.

			Paramount Pictures was owned by Gulf & Western. When the CEO of Gulf & Western, Charlie Bluhdorn died in 1983, Eisner and Diller were forced to work with the new CEO of Gulf & Western, Marty Davis. They didn’t get along well, and Diller left Paramount to become CEO of Fox and Eisner was approached to consider becoming chairman and CEO of the Walt Disney Company in 1984 at age 42.

			He took the job, and teamed up with Frank Wells, a previous president of Warner Brothers, who was appointed president and chief operating officer of Disney. Frank Wells and Michael Eisner formed a very close-knit management team at Disney, until Frank Wells’s death in a helicopter accident in 1994.

			Michael Eisner has continued to serve as chairman and CEO of the Walt Disney Company from 1984 until the present time. To illustrate the growth of the company over that same period, consider this comparison:

			[image: ]

			“The numbers are dramatic, but they offer only a small window into a much richer and more multidimensional story. Walt and his brother Roy built one of the great American institutions in the Walt Disney Company by producing unique family entertainment for several decades. Our job during the past fourteen years has been to revive, nurture and broaden the reach of the Disney name around the world. Companies such as Coca-Cola, McDonald’s and Federal express are largely built around a single product. At Disney, we must invent new products every day. Our success depends on the ability of our cast to come up with a constant flow of original ideas for our motion picture studio, television and cable networks, theme parks, hotels and restaurants, book and magazine divisions, stores and Web sites. More than 60-percent of Disney’s revenues today come from businesses that we’ve started or acquired since 1985. In the past three years alone, we’ve started more than 100 new businesses. My job involves juggling multiple roles and finding common ground between conflicting impulses. I serve not as a chief executive officer but as chief creative officer, overseeing a team that is far more creative than I will ever be. I’m a cheerleader but also an editor, an advocate for change but also a fierce protector of our brand. No tension is as great as the one between quality and commerce, balancing a passion for excellence with a commitment to containing costs and reaching a broad audience. There is a constant push-and-pull between tradition and innovation; the company’s good and the greater good; teamwork and individual accomplishment; logic and instinct; leading and letting go. When crises arise, it’s almost invariably because an imbalance has occurred somewhere in this complex equation. At a certain level, what we do at Disney is very simple. We set our goals, aim for perfection, inevitably fall short, try to learn from our mistakes, and hope that our successes will continue to outnumber our failures. Above all, we tell stories, in the hope they will entertain, inform and engage.”

			– Michael Eisner

			Eisner on business branding

			Main Idea

			“Strengthening the Disney brand, Frank and I soon recognized, wasn’t something that could be achieved in a single broad stroke. We came to think of Disney as a canvas on which many artists paint in pointillist style – one dot at a time. If each of those dots is executed with precision, imagination, and an awareness of the whole, the painting becomes richer, more vibrant and multidimensional. Walt Disney and his team created such a masterpiece. When a new group of artists comes along, the risk is that they’ll bring a diminished commitment to excellence, or a lack of attention to the whole. Then the opposite process can occur. Point by point, stroke by stroke, the masterpiece deteriorates into something mediocre and commonplace, even ugly, until eventually it’s destroyed altogether. A brand is a living entity, and it is enriched or undermined cumulatively over time, the product of a thousand small gestures.”

			– Michael Eisner

			Supporting Ideas

			To strengthen Disney’s brand, Michael Eisner and Frank Wells took these specific initiatives:

			
					Directly tied executive compensation to both their own division’s performance and the company’s performance by setting up generous stock option plans rather than paying high salaries. (This also had the effect of making each executive take interest in how their colleagues were doing elsewhere in the company, since everyone’s salary would depend on how everyone else performs.)

					Held a mandatory weekly lunch for top corporate executives and division heads to create a casual forum for these people to discuss ways to enhance one another’s businesses.

					Developed an intensive 9-day training course called “Disney Dimensions” to which executives from throughout the company went. Ultimately, a real sense of camaraderie developed among those that survived the rigorous 7:00 am - 10:00 pm days of training, with the result that people who had been on the course would contact their counter-parts at other divisions in the company.

					Set up Frank Wells as the company’s official “vice president of mishegoss”. Mishegoss is Yiddish for hassles and craziness. The vice president’s job was to settle any inter-divisional squabbles, and to make final decisions on any sensitive internal company matters before they got out of hand and effected productivity.

					Appointed a personal assistant to the CEO specifically to promote synergy within the company. This person’s role was to follow-up on ideas that can be cross-promoted by different divisions within the company. Due to the fact the personal assistant is not assigned to an operating division, nobody feels threatened when new ideas are suggested.

					Appointed a Disney brand manager, whose role is to oversee the use of the company’s brand name and its protection in the marketplace. The brand manager had just one sole focus when evaluating a new idea – Will this initiative enhance the brand or undermine it in the long term?

					Ideally, the broadening of an established brand is accomplished by launching successful business in their own right which also enhance the public perception of the brand. For example, in Disney’s case, developing a chain of Disney retail stores and launching the Disney Channel on television were brand building activities, as well as successful stand-alone businesses. (Revenue streams created by each of these business units were impressive. For example, the Disney Store concept, launched with one 2,000 sq. ft. Californian store in 1987, by the end of 1991 had grown to 125 stores serving more than 14 million customers and generating more than $300 million in annual revenues. The company now plans on establishing more than 500 speciality stores).

					Disney also launched a reinvigorated product licensing marketing program, which has resulted in a significant increase in the number and scope of Disney’s licensing arrangements.

					The Disney cable television channel had been launched in 1983, but by 1985 it had run up operating losses of $100 million and its programming mainly consisted of old cartoons and second-tier Disney movies. In 1985, it was repositioned as family network, with a new schedule which offered programs for every member of the family and original movies. The channel is also used now to cross promote other Disney attractions, and has become an important factor in widening people’s perceptions of the Disney brand name. The Disney Channel has also been involved in developing the Disney Young Musician’s Symphony Orchestra and the American teacher’s Awards show.

					Disney also broadened its brand by developing live theater shows based around successful movies – starting with Beauty and the Beast and later expanding into other projects. These Broadway productions have subsequently turned out to be highly successful.“I ended by reading a letter that Warren Buffett had sent me two years earlier. “In 1965”, I quoted him, “I bought 5-percent of Disney for approximately 4 million dollars. That’s the good news. The bad news is that I sold it a year or two later at about a $2 million profit”. I explained that I hadn’t been able to resist writing back to Warren, to tell him what his position in Disney would be worth had he chosen to keep it through 1993, when he wrote to me – namely, $552 million.
“Since Warren’s here today”, I added, “I just thought I’d bring him up to date. If he had held that original investment over all these years, today his $4 million would be worth $869 million. But don’t feel too badly for him. If Disney had purchased $4 million worth of Warren’s Berkshire Hathaway stock in 1965, it would be worth in excess of $6 billion today”.
– Michael Eisner
“Typically and predictably, companies will commit to a new venture during boom times only to find themselves opening for business two or three years later when the economy has moved into a down period. Investing aggressively in a new business during hard times is more daunting. The key is to do it in a core business and to believe deeply in what you’re doing. Standing still is not an option. Either you take calculated risks to grow, or you slowly wither and die.”
– Michael Eisner


			

			Eisner on cocooning and connecting

			Main Idea

			“As I look ahead at Disney’s prospects and my own, the future seems both exhilarating and daunting. Companies are designed to be immortal. Our job is to keep Disney young by forever looking ahead and anticipating what’s next, without sacrificing the wisdom and stability of our past.

			Technology is evolving at such a furious pace that predicting the future is a sure route to humility. Just three years ago, no less an authority than Bill Gates warned that expectations for the Internet shouldn’t be “cranked too high”. Gates recognized the potential of the Internet, but underestimated the immediacy of its impact. The moment he caught on, of course, he switched his company’s strategy virtually overnight. Microsoft may be our most daunting competitor. Nonetheless, the experience suggests at least two lessons. One is that the next big wave can take even the most accomplished swimmers by surprise. The other is that a key to survival in an unpredictable sea is to be nimble and resilient.

			Fortunately, Disney operates on a basic premise that hasn’t changed. People want to be entertained and informed. At Disney, we do that through storytelling.”

			– Michael Eisner

			Supporting Ideas

			In the mid-1980s, Faith Popcorn, a market researcher, coined the phrase “cocooning” to describe the growing trend towards people entertaining themselves at home, in a safe environment. Today, this trend is highly visible and apparent. There are now more home entertainment options than ever before with cable television, satellite services and the Internet. The further advance of digital technology will very soon deliver high definition television that will be compellingly entertaining.

			Despite this, however, people will still like to go out to be entertained. People still like to get together in social situations in which they can interact with others. In addition, no new entertainment or information medium has ever completely superseded older mediums. When television came along, it didn’t replace radio – it expanded the size of the overall market. Similarly, the Internet won’t replace all other medium, but will expand the pie.

			To exploit these trends, Disney is following two strategies which are quite opposite in effect:

			
					Disney is developing new theme parks, outdoor gathering spots and location-based entertainment ventures. For example, the company is developing DisneyQuest – a 2- to 3-hour interactive theme park experience aimed at teen-agers and young adults – which uses cutting edge technologies to deliver entertainment. The company is also strengthening its operations in animated films, live theatre and the operation of full-scale theme parks.

					Disney is also becoming increasingly active in Internet delivered entertainment content. To this end, the company has acquired Starwave and a 43-percent stake in Infoseek, the fourth largest Internet gateway as at mid-1998. Disney and Infoseek are planning on launching Go Network in 1999 as a subscription service for high quality family entertainment materials, including the best of Disney’s materials and material from all of Disney’s companies, including ESPN SportsZone, ABCNews, e! Entertainment Television, Lifetime and the Discover channels.

			

			The consumer launch of high definition television (HDTV) also promises to revolutionize the broadcasting industry. Firstly, HDTV will be of better picture and sound quality than anything in history. But more importantly, multiplexing capabilities made available with HDTV will enable networks to redeliver programs at alternative time slots – enabling consumers to take advantage of more options on when they watch programs.

			In addition, HDTV, the Internet and computers (all being digital) can converge, so consumers will be able to view entertainment, access information and communicate interactively – all at the same time.

			For example: Using HDTV, a computer and an Internet connection, a consumer will be able to watch a baseball game in real time. As each batter come to the plate, the viewer can:

			
					Call up the batter’s previous statistics against the current pitcher.

					Call up a statistical analysis of where the batter has tended to hit the ball in the past.

					Call up how efficiently the fielding team have responded successfully to those type of plays in the past.

			

			While all of that analysis is going on, the viewer can also select the source of his video feed:

			
					A long-shot camera showing the entire field.

					A camera tightly focused on the home plate.

					A miniature camera on the batter’s helmet

					A network feed switching between these shots at the appropriate times.

			

			In addition, the viewer will also be able to select which audio feed to listen to, choosing from:

			
					An announcer specifically for the home team.

					A visiting team announcer.

					A microphone worn by the players or the umpire.

					A live audio feed from a seat somewhere in the stadium, creating all the noise you’d hear if you were there in person.

			

			Numerous other entertainment possibilities are also under development. For example, DisneySpace allows people to experience a virtual theme park using virtual reality technology, and the continue the experience in person at an actual park. Or E-Toys that can be downloaded directly from the Internet. Or new entertainment technologies that combine esoteric technologies such as neural nets and self-optimizing systems into the development of systems that are currently unimaginable.

			“As I look around in meetings now, I’m no longer the youngest person in the room. Instead, I’ve become the one who’s looked at for wisdom, maturity, vision. I do my best to fill the role, but deep down, I don’t think of myself that way at all. I feel like a kid, just the way I always have, and I’m relieved that I do.”

			– Michael Eisner

			Eisner on acquisitions

			Main Idea

			“The statistics are humbling. As many as 60-percent of all acquisitions destroy rather than enhance shareholder value. More than half of the deals since the 1980s produced shareholder returns below industry averages. A majority were eventually divested. In short, most fail over time. As Warren Buffett once put it, acquisitions are typically born of “an abundance of animal spirits and ego”. They reflect the drive among CEOs to be the biggest kids on the block, to command the front page of the Wall Street Journal and the New York Times, to treat deal making as a grown up version of Monopoly. Even when acquisitions make strategic sense, the first and most common mistake is overpaying. Companies pay a premium to the market for control – typically 25- to 50-percent more than the stock price on the day of the offer. Often, the acquired company is overpriced relative to its real value. Synergies and cost-efficiencies, if they materialize at all, are frequently insufficient to offset overpaying in the first place. Finally, disparate cultures are rarely melded smoothly, and ongoing frictions undermine operations.

			At Disney, we had spent more than a decade resisting major acquisitions for precisely these reasons. ABC was the first one that made sense to us. In our view, we paid a fair price for a great company that represented an ideal strategic fit. Having found the right match, we were determined to beat the odds and make the marriage work.”

			– Michael Eisner

			Supporting Ideas

			The $19 billion purchase of Capital Cities/ABC by Disney was the second largest acquisition in corporate history. The key to making it work would be to find ways to combine Disney’s

			
			
					At the present time, consumers are inundated with information and choices. Disney has a powerful brand name. ABC brings to the deal the strengths of its brand names (ABC News, ABC Sports and ESPN) as well as a highly visible distribution platform – all of which will enable the combined companies to cut through the general clutter.

					Disney could enhance the value of ABC’s distribution capacity by making available a broad range of creative materials and content – ranging from feature films and animated films to prime-time shows, television movies and children’s programs.

					Putting the two companies together provides an opportunity to cross promote the three main brands (ESPN, Disney and ABC), thereby creating leverage in the entertainment industry.

					The acquisition provides an opportunity to broaden and deepen the management, and the ability to attract new management expertise to the new company.

			

			
			
					How to permit artists in the ABC developed brands the creative freedom to move ahead without diluting the traditional values of the Disney brand name.

					How to fill the company’s responsibilities as a corporate citizen, balancing freedom of expression with societal standards and boundaries.

					The financial risks, especially as both companies operate in intensively competitive industries.

					The challenge to blend two proud and distinctive cultures between headquarters on opposite coasts of the United States.

			

			
			
			
			
					ESPN Zones are starting to be developed – a mix of an entertainment arena and a virtual reality complex based around a sports theme.

					A major chain of ESPN retail stores is being launched, using the same expertise Disney gained by building its own retail store chain from a start-up.

					ESPN has also launched a bi-weekly print magazine to compete more aggressively against Sports Illustrated.

					Disney and ABC Radio have collaborated together to launch Radio Disney – a radio show targeting children aged six to eleven.
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					In June 1995, Disney launched The Lion King, which ultimately generated around $1 billion in worldwide revenues. Since animated characters don’t demand a percentage of the gross revenues, The Lion King is widely acknowledged as the most profitable film ever made.

					Disney bought a professional ice hockey team in Anaheim, which was named the Mighty Ducks to cross-promote Disney’s movie of the same name. The move also strengthened the company’s ties with the City of Anaheim in California, where Disneyland is located.

					Similarly, Disney also acquired a professional baseball team, the Anaheim Angels, for all the same reasons that made purchasing the Mighty Ducks such a sound idea.

					Disney has started planning work on a new theme park, to be called Disney’s California Adventure, which will highlight everything California is famous for around the world.

					A new attraction, Animal Kingdom, was developed and launched at Walt Disney World in Florida, focusing on creating a natural habitat for animals that people could visit. (The new attraction was launched in April 1998 and has proven to be immediately popular).

					Disney and ESPN have launched a 200 acre sports facility, called the Wide World of Sports incorporating a baseball stadium, indoor field house, track-and-field stadium, 12 tennis courts and 15 playing fields.

					Launched a new cruise line with two new cruise ships.

					Started construction of a new town in Celebration, Florida –on a 9,000 acre block of land near Walt Disney World. The new town, which will ultimately have a population of 20,000 people, focuses on education, health and practical design.

					Disney live action movies started to focus more attention on larger, star-driven live action movies that were expensive to produce, but played well in overseas markets and stood out of the crowd.

					Disney’s other movie label, Miramax, has taken the opposite approach with success – it has focused on lower-cost, less star-driven movie projects.

					Disney has launched a new made-for-video animated film division.

					Disney has also moved aggressively to expand its brand name overseas, where its greatest potential for operating income growth lies. Several countries, including China, are currently under evaluation for the establishment of full-scale theme parks and other major projects.

					Disney has also continued to expand its presence in live theatre, developing a stage version of The Lion King that has been a huge success.
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