Media Economics Terms
1. Household:  (a) An economic term referring to people who seek and consume goods and services as households; (b) a discrete domestic unit with one or more people living therein.  In television audience measurement there are 110 million US households (HH). 

2. Firm: An organization or company that produces goods and/or services with the objective of selling them for profit.
3. Government: A system of policy by which a political unit is governed. Governments collect taxes from its citizens and provide basic services for them. Expenditures on new technology by government (indirect investment) often enable new companies to be created and occasionally government invests directly in new business startups (through Small Business Administration). 

4. Investment Capital Creation:
	Households (HH)
	Firms
	Governments

	Income minus expenses and taxes
	Income minus expenses and taxes
	Income minus expenses and taxes

	=
	=
	=

	A. Savings
	B. Profits
	C. Surplus



A, B and C is capital – money – that can be and has been invested in new business startups which grow economy, produce new jobs, and create new wealth.


The money from HHs that have invested their savings usually flows to pension funds, insurance companies, and banks which, in turn, invest in businesses.

5. Capital:  Material wealth – cash or shares of ownership used or available to be used for the creation of more wealth; or, money invested in a firm

6. Corporation: An organization that is granted a charter recognizing that it is a separate legal entity from its members and that has its own rights, privileges, and liabilities.  A corporation charter is granted in perpetuity—its life never ends unless legally dissolved.  
7. Equity: Ownership in a firm, usually in the form of shares of stock; the market value of the firm’s securities less any debt incurred.

8: Debt: An obligation or liability to pay or render something of value (usually money) to someone else; money borrowed often in the form of bonds that yield a certain percent of interest.
9. Market Capitalization (Value): The total dollar value of all outstanding shares of a firm’s stock calculated by multiplying the number of shares outstanding by the price per share at market close on a particular day. “Market cap” is the measure of the total value.

10. Private company: A company whose shares (equity) are not traded in an open market (NYSE, NASDAQ, etc.)

11. Public company: A company that has held an initial public offering (IPO) of its shares and whose shares trade (sell) in an open market.

12. Supply & Demand: A concept based upon the belief that if demand (buyers) for a product/service remains constant or increases and the supply of that product remains constant or decreases the price of that product will increase. Conversely, if the demand for a product remains constant or decreases and the supply of the product remains constant or increases the price of that product will decrease.

13. Trust:  A combination of firms or corporations for the purpose of controlling prices and reducing competition throughout a business or industry—they are illegal.
14.  Sherman Anti-Trust Act: Law passed by Congress in 1890 with the intent of dissolving trusts; eliminating monopolies and price-fixing by firms (cartels) in the same industry.
15.  Monopoly: Absolute control of all sales and distribution by one firm in a market due to barriers to entry of other firms, allowing the firm to sell at a higher than the socially optimum price.

16. Oligopoly: A market dominated by a few firms that together have power to affect pricing and quell competition.

17. Industry: The people and firms engaged in a particular form of enterprise.
18. Electromagnetic Spectrum: The entire range of radiation through which radio, TV, cell, and satellite signals (among others) are transmitted through the ether.
19. Common carrier:  A telecommunications company that sells transmission services and is required to price its service the same for all customers; usually common carriers are regulated by some government entity—of ten Federal Communications Commission (FCC).  They are not content creators and thus do not enjoy the First Amendment rights (free speech) of the media. 

20. Market: A physical or virtual place where goods, services, stocks, or bonds are offered to buyers for sale; often refers to total sales of product or products in a specific industry. Example: the market for radio advertising revenues in the US in 2007 was $20 billion dollars--meaning that total money spent by all advertisers with all radio stations and networks was $20 billion.

21. Market share: The percentage one (or more) firm receives of the total money spent by customers in a specific industry. Example: Clear Channel Communications generated approximately $1 billion in radio ad revenue in 2007 and thus captured a 10 percent share of the market. 

22. Syndication: In media the term refers to the selling and distributing content by one or more firms a product to many customers, often content that was created for one firm. Example: syndication of a newspaper columnist for The New York Times to many other newspapers or syndication of a network TV program such as “Seinfeld” to television stations.  Syndication also includes selling and distributing original television content (“Oprah,” for example) to individual TV stations on a market-by-market basis.
23. Network: In media refers to a group of distributors (cable systems, TV stations, newspapers) who contract with a content supplier or its representative firm to deliver its content to the distributors’ viewers, readers, etc. 

24. Vertical integration: A corporation that owns firms that produce all or most of the materials or inputs into the production of its product(s) and controls all or most of its distribution system and controls exhibition or retail sales outlets.  The U.S. government’s Justice Department often prohibits vertical integration because it tends to reduce competition.  American Apparel is a fashion retailer and manufacturer that actually advertises itself as vertically integrated industrial company. The brand is based in downtown Los Angeles, where from a single building they control the dyeing, finishing, designing, sewing, cutting, marketing and distribution of the company's product. The company shoots and distributes its own advertisements, often using its own employees as subjects.  It also owns and operates each of its retail locations as opposed to franchising.  According to the management, the vertically integrated model allows the company to design, cut, distribute and sell an item globally in the span of a week. The original founder Dov Charney has remained the majority shareholder and CEO.  Since the company controls both the production and distribution of its product, it is an example of a balanced vertically integrated corporation.
25.  Horizontal integration: When a firm acquires companies that produce similar products is vertically integrating.  Examples are large media companies that own TV stations, TV networks, magazines, cable networks, and newspapers, such as News Corp.
26. Copyright: The legal right granted to an author, composer, playwright, publisher, or distributor to exclusive publication, production, sale, or distribution of a literary, musical, dramatic, or artistic work.

27.  Patent: A grant made by a government that confers upon the creator of an invention the sole right to make, use, and sell that invention for a set period of time. 





