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     A Local Law to amend the administrative code of the city of New York, in relation to disclosure in advertising with respect to theatre show times.

OVERSIGHT: 
Movie Showtime Advertising

INTRODUCTION

Today, the Committee on Consumer Affairs (“Committee”), chaired by Council Member Philip Reed, will accept and consider testimony on the issue of movie theater advertising disclosures.  This issue has recently received media attention, particularly owing to the decision by Loew’s Cineplex, one of the nation’s largest theater chains, that it will begin including an advertising disclaimer that “the feature presentation starts 10 to 15 minutes after the posted show time.”  The plan will be initially test marketed in Connecticut, eventually coming to New York City.
  Concurrently, the Committee will examine Introductory Bill Number 563 (“Intro. 563”), a proposal to require all City movie theaters to disclose the actual start time of their motion pictures in all media advertisements.  This bill is in response to criticism that movie theaters and film distributors may intentionally misinform consumers of feature presentation start times to ensure a captive audience for commercial advertisements and future release previews. 

The Committee has invited the Administration, business organizations, and other interested parties to provide testimony on these issues.

HISTORY OF PRE-FEATURE ADVERTISEMENTS

Audiences initially responded negatively when advertisements began appearing on movie screens in the 1970s.  However, public reaction was not generally considered and the practice continued to slowly expand until audiences were ultimately conditioned to accept it.
 

Traditionally, moviegoers were shown a "Let's All Go To the Lobby" spot to encourage the audience to patronize theater concession stands, followed by several coming-attraction trailers.  In recent years, as movie houses have expanded into megaplexes, exhibitors have developed innovative methods to maximize revenue from each showing.  First, more future feature promotions were added.  Subsequently, theaters added the now-standard slideshows of local merchant advertising interspersed with film trivia.  Today, exhibitors routinely air long-form commercials that have little relation to the theatrical experiences, including spots for automobile manufacturers, perfume makers and credit card companies
 – the concept apparently being to make commercials entertaining and distract audiences from the fact that they are being marketed to. 

In 1997, Regal Cinemas, with 3,600 screens, started showing advertisements to filmgoers.  In 1998, AMC, with 2,500 screens, started to show advertisements.  Since 1997, over 11,000 screens have added audio commercials distributed by the Theater Radio Network.  Jeff Arthur, Theater Radio Network's co-founder and CEO, said about theaters: "Whether you or I like it or not, every conceivable space is going to be filled with some type of advertising."
 
  
CURRENT STATE OF PRE-MOVIE ADVERTISING

Daily media advertisements purport to recite the scheduled film start times at nearly every theater in New York City.  Nevertheless, before the feature presentation actually begins, movie theaters commonly run large amounts of advertising that generally cause the film to begin between 15 and 20 minutes after the advertised time.  On-screen commercials in movie theaters, already among the nation's fastest-growing advertising segments, are expected to increase in the next few years. 

Not all movie companies allow advertisements before their films. The general counsel to Buena Vista, which distributes Disney movies, explained in 1990 why Disney generally prohibits advertising in theaters before its movies, "We do not believe people should be held hostage to unavoidable commercials in theaters any more than on their telephones." That policy remains in effect today, but only for Disney-brand releases, those most likely to attract young children.
 Additionally, New Line Cinema and Warner Brothers do not allow in-theater advertising before their films.

However, theaters that eschew advertising are in the minority.  According to the Cinema Advertising Council, which was formed two years ago to promote movie theater advertising, an estimated $356 million was spent on advertisements in cinemas in 2003, up 37 percent from the previous year.  In 2004, that figure approached $425 million.
  This trade group reports that its members took in $315 million for on-screen adverisements and an additional $38.4 million in advertisements in theater lobbies and other promotions in 2003.  

The Cinema Advertising Council represents owners of approximately 25,000 screens, nearly all of which accept advertising.  "The biggest, most sophisticated advertisers that have traditionally used TV, press and radio are turning to the cinema," said Matthew Kearney, the group's president. "Advertisers are trying to find ways to attract younger people, and the best place to find the younger demographic is in cinemas."
  

Screenvision Cinema Network, which presently distributes commercials to more than 17,500 movie screens, expects this trend to continue.  Dennis Fogarty, Screenvision's president and CEO, described his prospects for expanding into new theaters: "The others who haven't got commercials running are looking at it."  The Cinema Billboard Network, a division of Screenvision Cinema Network, boasts in their literature: "We have a captive audience watching your advertisement. No interruptions!  The patrons sitting in the theaters are not going anywhere." (Emphasis in original.)
  

According to Arbitron, one of the leading media ratings and public survey companies in the United States,
 a study conducted in 2002 found that 66% of respondents “did not mind” the commercials; among moviegoers ages 12 to 24, that number rose to 71%.
  The Arbitron study further promoted that unlike TV, theater advertising reaches a captive audience as "Consumers aren't subject to the distractions they face at home such as the telephone, remote-control devices or simply performing household activities."
       


However, a study by Insight Express, a Connecticut-based research firm, indicated that more than 50% of moviegoers do not want to see pre-movie advertisements.
 

INCREASING DISAPPROVAL 

As these practices have continually developed essentially unregulated, audiences’ frustrations have peaked and negative response has increased.  Critics argue that movie theaters are distinct from broadcast television and radio insofar as the latter collect advertising revenue from commercial sponsors and therefore offer free entertainment to viewers and listeners.  Movie theaters primarily generate revenue from tickets sales and food concessions
 – all of which are paid for by the consumer. 

Further, opponents of the Arbitron study argue that whether or not audiences "do not mind" commercials before the start of the film may not adequately address the substantive issue.  Primarily, such responses may not consider the erroneous belief of many filmgoers that, without pre-feature commercials, ticket prices would be even higher.
  Additionally, many of those surveyed may not fully consider that theaters apparently misrepresent start times in order to lure consumers into viewing commercials, thus denying them the option of avoiding extraneous advertisements.
 


Recently, audiences have begun to organize, launching websites such as www.captiveaudience.org, a campaign petitioning theater chains to end the practice, and companies such as Commercial Alert, a Portland, Oregon-based nonprofit dedicated to reducing the commercialization of America.  Ralph Nader, recognized consumer advocate, has also taken steps to raise public consciousness of this issue.  Mr. Nader supports the proposal that movie houses be required by law to inform their customers as to when the show actually starts.  "Customers should have a choice as to how they use their time," Nader said. "The choice should be theirs to make, not the movie theater's to make for them."  He further went on to state that, “the movie industry has no business taking that time through deception. When they say the screen time is, say, 7:30, that should be the time the movie starts, not the time the theater starts showing commercials to a captive audience."

RESPONSE TO CRITICISM
  
Even industry insiders concede that audiences’ patience is being pressed to its limit.  Cliff Marks, marketing president for Regal CineMedia, part of the Cinema Advertising Council, acknowledged that theaters “have to be respectful of what our patrons want to see.” He added, "Shame on us if we're stupid enough to run too many commercials. . . . We don't want to kill the goose who laid the golden egg."
                                                                                                                                      
In reaction to increasing customer complaints, Loews Cineplex Entertainment, the country’s third largest movie theater chain, recently announced that it plans to enact a policy of more accurately advertising its Connecticut theater show times.  The company’s newspaper and internet listings will soon include a disclaimer indicating that most movies actually begin 10 to 15 minutes later due to the advertisements.
                                                                                                                                                     
According to Travis Reid, president and CEO of Loews Cineplex, "It has been a long-standing tradition to show coming attractions and advertising before the feature, and we believe most of our customers understand this practice.”  Nevertheless, he added, “Recently however, some of our customers have suggested that we also publicize the start time of the movie. In response to those requests, we are pleased to communicate the start time of the overall show, as well as the approximate start time of the feature."
                                                                                                                                           
However, some critics believe that such measures do not go far enough, calling for an industry-wide ban on all in-theater commercials.  Jason Thompson, director of Captive Motion Picture Audience of America, argues that “Stating when the actual movie starts is an improvement, but doesn't change our opinion that TV commercials have no place in movie theaters.  We don't get commercials on HBO, pay-per-view or other movie services that we pay for, so why should we tolerate them in theaters?”
                                                                               
Elected officials have also entered the debate. Andrew M. Fleischmann, a Connecticut state representative, introduced a bill in April of this year calling for exhibitors to post the actual start times.
  This proposal is presumed to be, at least in part, impetus for Loew’s recent announcement.  Saying that the incessant advertising has "robbed us of our freedom of choice because we're not told when the actual movie will begin," Representative Fleischmann believes that movie-goers have the right to know when a movie will actually start, since they are paying to see it. 
                   


Some industry observers assert that typical moviegoers are aware of the pre-feature advertisements and those who wish to avoid commercials simply arrive 10-15 minutes after the advertised show time.  However, proponents of truth in show time advertising regulations respond that if the audience could be conditioned to movies starting late, a practice that has been building steadily over the past 10 to 15 years, they can be conditioned to a reversal of fortune.  Those who want the pre-show may arrive at the theater 20 to 30 minutes earlier and spend the same amount of time on site as they do now. 
  Film and theater critic Ed Blanc argues, “if the theaters are confident about the public's appetite for ads, they'll have just as many patrons in seats that much earlier.”
                                                                                                                                            
INTRO.  563                                                                                                                                 
Intro. 563 would amend chapter 5 of title 20 of the administrative code of the city of New York and add a new section 20-724.1.  Pursuant to the proposal, all establishments that sell, or offer for sale, admission passes or tickets to scheduled motion pictures would be required to disclose the actual start time of the motion picture in all media advertisements.                                
Additionally, any person or agent or employee thereof who violates the terms of the proposal or any regulations promulgated pursuant thereto would be subject to a civil penalty of between five hundred dollars and one thousand dollars for each violation.  This local law would take effect sixty days after its enactment into law.
T.S.F.
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