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Present

Recently, the fourth quarter results for Time Warner were released. Revenues have increased as have 
ad sales. Also, ratings have stabilized. However, even though revenues have increased, Time Warner’s 
operating incomes are down, which is causing concerns of cord cutting – viewers cancelling their cable 
subscriptions.
 
Turner, our second largest segment by revenue, is composed of our traditional cable network, most nota-
bly CNN, TBS, TNT and Cartoon Network. In the fourth quarter, Turner posted an adjusted $781 million 
of operating income (down 15 percent on an annual basis) on revenue. Turner depends on both sub-
scribers and advertising to the traditional bundle. Subscribers remained roughly flat, while advertising 
revenue increased. Limited growth and higher programming costs, however, raises the concern of cord 
cutting due to lack of viewership.
 
HBO added 2.7 million subscribers, bringing the total to 48.7 million. However, HBO continues to com-
pete against Netflix and Hulu. We are looking to purchase 25 percent of Hulu’s stake and are prepared to 
spend as much as $2 billion to do so. With that, we are trying to get Hulu to change its approach to stop 
showing current season (next-day) episodes of TV shows. To take on Netflix, we are looking to build ad-
dicts to the wide variety of HBO shows by capturing people’s imaginations and making it an integral part 
of viewers’ lives. It is not simply lining up quality shows, but working with well-known quantities.
 
Warner Bros., our largest segment, faced a notable decline from last year as well. By generating an adjust-
ed operating income of $373 million on revenue (down five percent), we did not see the benefits from big 
box-office hits like we had in previous years.
 
However, despite the disappointing operating incomes, Time Warner raised its quarterly dividend 15 per-
cent and its earnings per share of $5.40 in 2016 exceeded analysts’ expectations. 

Industry

Just like us, Disney and Viacom are facing similar 
fourth quarter results as well.

For the cable industry, revenue typically moves in 
line with the number of subscribers, which repre-
sent cable networks’ total market size. A rise in the 
number of channels has led viewers to shift from 
network to cable TV over the past several decades. 

Situational 
Analysis



However, the increasing availability of televised programming via streaming platforms poses a challenge 
for industry operators to retain subscribers. The number of cable subscriptions is expected to decrease as 
platforms such as Hulu and HBO NOW generate revenue from consumers who do not have cable sub-
scriptions, which negatively impacts cable networks by enticing current cable subscribers to cancel their 
contracts and use these lower-cost plans instead. Many consumers view traditional cable packages as 
being too costly and do not want to pay for channels they are not watching. Also, advertisers are typically 
willing to spend more on commercials for high-profile programming, as these shows will reach a larger 
viewing audience. Thus, advertisers are increasingly diverting their attention toward the growing number 
of online content platforms.

For the movie industry, fewer box office receipts and 
lower consumer demand for feature films negatively 
affect it. Declines in feature film production have led 
to inconsistent industry performance. Movie pro-
ducers have struggled with decreased ticket sales be-
cause of increased at-home content viewership such 
as Redbox and Netflix. Due to the overall decline in 
theater attendance, industry operators have dedi-
cated the vast majority of their production budgets 
to action films, sequels, 3D blockbusters and series 
reboots that often perform well, instead of dramatic 

films, independent projects and comedies. However, industry revenue is anticipated to remain stable.

What Does This Mean For Us? 

For Time Warner, it means that investors’ single focus will be on affiliate fee growth and changes in do-
mestic pay-TV subscribers, which causes concerns about cord cutting. We anticipate that if this concern 
continues to grow, then our earnings per share and affiliate fee growth might drop due to lack of viewer-
ship. Therefore, even though revenues have increased there is a need to:
 
1.  Explore expansions to on-demand Internet streaming media and HBO.
2.  Increase investment in broadcast advertising revenues.
3.  Devise an acquisition strategy to hedge against rising affiliate costs.
4.  Create new television content for Turner.
5.  Focus on creating more box office hits.
6.  Bring in more sports programming as March Madness and the MLB Playoffs brought in    

 more viewership.

Moving Forward

With these changes, Time Warner will need to fully take advantage of the strategies stated above to ward 
off the concern of cord cutting – that we are not adjusting as quickly as the shift in viewership habits – 
and to increase our economies of scale and operating profits.



Leadership
Time Warner is set to make several reductions within the upcoming weeks. With the upcoming changes 
to the executive team, Time Warner wants to ensure 20 percent profitability each year. In order to make 
these changes, reductions must happen. The changes to the executive team will help this process but oth-
er changes will soon follow. We will look at a complete redesign of Turner (more specifically reprogram-
ming of TNT and TBS). Other assets will also be looked into. We will analyze what can be eliminated 
within these assets in order to allocate money to the growing needs of our company.

Leadership 
Style

With the recent reductions within Time Warner, we are taking a further look at effective leadership styles. 
We are focused on planning for the future and making sure we put our best foot forward. Our vision 
for the future is to be more successful with the recent reductions and to make Time Warner better than 
before. We are very excited for the future and to see what these changes will bring. It is our goal at Time 
Warner to be open and honest with our employees and customers and to make sure we include them on 
any future endeavor. 

Decision 
Making

With media companies becoming increasingly digitalized, Time Warner is running into problems with 
how customers view content. We understand that online content viewing is currently the most popular 
form of content viewing in the industry. We feel that online content will be more popular and efficient for 
our customers.

Some solutions for Time Warner will be to add online content to our HBO, CNN, TBS and TNT chan-
nels, this way our customers will be able to view content online and will help bring ratings up. Another 
solution will be a mobile app, this way our customers can view content anywhere, and at any time. 



TIme Warner is hoping that a new mobile app will bring ratings up for shows and will also allow our 
customers to view more and be more connected with Time Warner content.

The best solution would be to start with online content and see how many viewers will watch the content 
in order to see if expanding to a mobile app would be successful. The online content could range from 
watching full episodes to watching bonus clips, reading news articles that mention our company and 
reading the Time Warner blog. We feel that online surveys will be an effective way to help give us feed-
back from our customers about what they wish to see online. 

Changing our company to a more digitalized format will take some work. We are open to any suggestions 
from employees and customers to help improve our online content and to move forward with the mobile 
app. Within our public relations department we will create a position to monitor all content. Time War-
ner is dedicated to making our content available and to ensure our customers are satisfied.

Firings
As a company, Time Warner has decided to make some changes with our employees. We have decided 
that it is in our best interest to fire our executive team. This includes Executive Vice President and CFO, 
Howard M. Averill; Executive Vice President and General Counsel, Paul T. Cappuccio; Executive Vice 
President, Corporate Marketing and Communications, Gary L. Ginsberg; Executive Vice President and 
Chief Human Resources Officer, Karen Mage; Executive Vice President, Global Public Policy, Carol A. 
Melton and Executive Vice President, International and Corporate Strategy, Olaf J. Olafsson.
 
Time Warner is prepared to follow some important steps in the firing process in order to make it more ef-
fective. These steps include understanding company and employee rights under state and federal employ-
ment laws, making sure we meet with employees privately, but with at least one witness from the human 
relations office, giving employees verbal notice of termination, making sure we don’t apologize for our 
actions and telling terminated employees to leave their property immediately.
 
According to “Media Management in the Age of Giants: Business Dynamics of Journalism” by Dennis F. 
Herrick, “Your firing of [employees] will leave most people at least temporarily devastated personally.” 
Not only will the firing of our executives be a change for the employees we fire, it will also be a change for 
continuing employees. We expect employees to go through the four stages of group development, which 
include forming, storming, norming and performing. As the CEO, I have developed ways to better man-
age employees and ease this process.
 
The first step in the four-stage process is forming. This stage includes instituting change. In our case, 
this change is the firing of our senior executives. Not all employees will be happy about this adjustment. 
They will begin forming their own opinions about the situation. We can expect uncertainty and anxiety 
from employees who may see the firings as a prediction of their job stability. As the CEO, it is my job to 



reassure our employees and let them know how important they are to our company. It would also be ben-
eficial to provide some conflict resolution training in this stage in order to better prepare for the storming 
stage.
 
The second stage in the process is storming. In this stage, tensions may rise and employees will be more 
outspoken about the firings. They will blame me for the situation and disagree with me about goals, 
expectations, roles and responsibilities. It is my job to remind employees that we are all here for one 
reason, to better Time Warner as a whole. The firing of our executives may have been a serious change to 
the work environment, but it is something that needed to be done for our company to grow in the future. 
In this stage, it is essential for me to refocus employees on company goals and organize work so that it 
can be effective. Directly and immediately addressing problems like rejecting change and conflict will be 
helpful and will remind employees about their conflict resolution training in the forming stage.
 
The third stage in the process is norming. In this stage, employees have finally begun to he more effective. 
They are willing to collaborate with me and take my ideas to heart. It is my job to continue to make em-
ployees effective workers and push them to move into the performing stage. One thing that may improve 
upon the success of employees is self-evaluations. This will hopefully help to make them aware of their 
productivity within the workplace. I will read these evaluations and follow up with all employees. I will 
speak to those who felt unproductive and try to come up with some solutions for them to improve. I will 
continue to encourage those who felt productive.
 
The final stage in the process is performing. Some employees may never reach this stage, but it is my job 
to push them to do so. In this stage, employees are enthusiastic about their job and day-to-day tasks and 
they are committed to reaching company goals. As the CEO, it is my job to make sure that I am delegat-
ing tasks, continuing to motivate employees and rewarding productivity and creativity.
 
Dennis F. Herrick’s book states, “Firing an employee is one of a manager’s most unpleasant tasks.” If Time 
Warner Inc. works together through this change, we will grow as a company with a brighter future ahead.

Unionism
Time Warner deals with many labor unions. The Screen Actors Guild (SAG) represents actors and ac-
tresses that are in our television shows and movies. The National Writers Union represents our journal-
ists, editors, copywriters, bloggers, screenwriters, web content writers and freelance writers. The Graphic 
Artists Guild represents our graphic artists, which includes animators, cartoonists, designers, illustrators 
and digital artists. The Authors Guild works to support all of our working writers. The American Society 
of Media Photographers protects our photographic journalists. The American Society of Journalists and 
Authors represents all nonfiction writers. These are just a few of the labor unions we deal with and we 
strive to build strong relationships with them.
 



Our goal as a company is to build strong relationships with current labor unions and to prevent the for-
mation of more labor unions. According to Dennis F. Herrick’s book, “Unions inevitably become costly 
because they force higher wages and benefits and affect the way the company can operate.” One of the 
reasons for union formation is disgruntled employees. As the CEO, I will strive to motivate and en-
courage employees, promote productivity and resolve employee issues before union formation becomes 
necessary (in the eyes of employees).



S.W.O.T. 
Analysis



Strengths

Threats

Opportunities 

Weaknesses

Revenue
Up 44% across entire company in 2015, according to yearly reports
Diversity of assets will help us increase our revenue even more in 2016

HBO
Produces quality original programming that has good ratings in key demo-
graphics, like Game of Thrones and True Detective

CNN
Has seen 30% growth in viewership in the past year according to Nielsen

Performance at the Box Office
Warner Bros. consists of over half our business but has shown the least 
amount of growth in the past year

Lack of Geographic Diversity
Majority of business consists of inside North America
Small International market

Box Office Potential
Batman vs. Superman: Dawn of Justice has potential to be one of the biggest 
films of the year. With a focus on marketing this film to wide audience, this 
could break Box Office records

Increased Focus on Streaming Services
With growing demand of streaming services like Netflix we would increase 
our focus on our own streaming services like HBO Now and Cinemax GO
Continue to focus on producing quality original content for these
services to satisfy growing customer demand of On-Demand
viewing

Traditional Media Companies
Our main competitors consist of other media companies like Walt Disney, 
(ABC, ESPN) Comcast, (NBC, Universal) 20th Century Fox (Fox, FX) and 
Viacom (Comedy Central, Paramount)

Non-Traditional Media Companies
With rise of streaming services, companies like Netflix and even Amazon 
Prime have not only continued to stream third-party content but have also 
invested in creating their own programming for their services
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