| |Superwomcm| | Comes
to the Supermarket

Why Shelf Space Is the Key to Und'erstunding
How the Media Industry Works Today

IF YOU GRADUATED from college before President Obama took of-
fice, you're probably asking yourself a few questions now, such as how
the hell did this happen? Who are Markiplier and ||Superwoman||?
How is it that these creators—many of whom you’ve possibly never
heard of—are outearning actors, topping charts, selling out stadi-
ums, and interviewing presidents and prime ministers? And how
were they even able to establish their popularity in the first place?
These questions reflect a growing sense of confusion about what
We collectively watch. Twenty years ago, the answer was simple: we
Watched TV. As recently as 1998, more than 20 percent of American
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Between cable and digital services such as Netflix, Hulu, and Am.
azon Prime, more than five hundred new original series are s]ate
to premiere in 2017—three hundred more than in 2009—and tha; 'S
not even including the more than four hundred hours of video thy
are uploaded to YouTube every minute.

With so many options, fewer of us are watching the same thing,
And even if we are, we're not watching it at the same time. In the
past you could reliably find a new show on your cable or satellite
box and watch the premiere along with everyone else. Now you
might need a Smart TV or a monthly subscription to a specific ser-
vice, and you still may end up ten episodes behind your neighbor
who already binge-watched it

What we watch, when we watch, how we watch—all of that has
changed dramatically since the turn of the century,
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Retailers don’t stand still, though. In the face of this growing
leverage, they also merge and grow and acquire new chains and
locations, mostly to benefit from larger economies of scale but also
to gain a better bargaining position relative to their suppliers. They
can use this strength to do .a number of things, from limiting the
number of new, untested products they accept to negotiating with
suppliers for lower prices. Back and forth these negotiations go, a
constant arm-wrestling match between producers and sellers as
each side tries to bulk up to hold off the other.

Inalmost striking similarity, this is how the television industry
Works today. Cable and satellite operators such as Comcast and

Dl .
recTV have only a certain number of channels they can offer in
Pay TV bundle, like the limite

d number of shel i
t . elves a retailer has
0 offer in any store. Media co

mpanies such as Fox and Disney
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As a result of all this consolidation of networks and distributors,
a handful of very large media conglomerates, controlled by just ,
few people, determined what the majority of people watched. Fo;
decades, those moguls served as the gatekeepers of mass medg; a
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They weren't elected or chosen, but a few of them—Iess than a

dozen—held massive cultural power based on their ability to de-
cide what got made and what got seen.

Tha1.1kfully, We can turn to TV for a perfect illustration of these
dynamics. In one of the most memorable episodes of Seinfeld
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The head of NBC jgp’ ’
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George, frustrated, shoots back, “Because it’s on 'y

«Not yet,” the head of NBC reminds him *

That one brilliant exchange explains four decades of the tele-
vision industry in ten seconds. What George said was completely
¢rue: until the 1990s and the expansiop of cable TV, most people
had access to only four major channels i, the United States and
even fewer options if they lived in other countries, That meant that
for the most part, you watched whatever was on TV, the same way
you bought the products that were solq at your local supermarket.
Sometimes what was on was a critically acclaimed show with pop-
ular appeal, such as Seinfeld. And sometimes it was Joe Millionaire.

As for who determined what was on, that scene also nails it. It
was usually a white man, usually wel] educated, usually working in
New York, usually sitting in a well-appointed office. If you wanted
to create a show, you had to somehow get into that office to pitch
your idea to a network. That network exec then had to agree to
green-light a pilot episode of that show. Based on how the pilot
was received, that show would then have to compete against other
shows for the limited number of time slots on any channel. And that
channel would have to be included in most people’s cable bundle for
the show to even have the chance to be seen.

Though I've spoken about television, this mogul-dominated
model applied just as well to other forms of mass media, such as
film, print, and music. Any situation where there was limited shelf
space (literally, in the case of books, CDs, and DVDs; figuratively,
in the case of cable bandwidth or broadcast spectrum) meant that
both the producers and the distributors of content had to negotiate
for placement, leading to greater consolidation within the industry
and greater power in the hands of fewer gatekeepers.

* Ifyoure having trouble imagining this, you can find the clip on YouTube.
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Streampunks

Then along came the Internet. It brought with it Many thing
3
email, instant messaging, Pets.com—but perhaps the mqq, g
icant thing it brought was an infinite amount of shelf space 1

f Yoy
want to sell your product, you don't have to fight to get jt Stockegq »

your local supermarket, you can put it up on Amazon or Etsy along
with a nearly infinite selection of other products, or even s it g.
rectly on your own website. If you want to get your music hearq ,
your show seen, you don’t have to audition for a music exec ip New
York or Los Angeles or London, you can post it online to YouType
and have the potential to reach more than a billion people, Yo, no
longer have to play the game, you can embrace the streampuny
ethos, self-publish, and be discovered. And no gatekeeper can stang
in your way.

This new dynamic began with print media and blogs, but then,
in 2005, it took hold in video. On a cloudy day in San Diego, two
friends stood in front of the elephant pen at the local zoo and filmed
the very first clip that would appear on a new video-hosting web-
site. It starred Jawed Karim, a young man in a large jacket making
a childish joke: “The cool thing about these guys is that they have

really, really, really long . . . trunks.” And it was utterly unremark-

able: nineteen seconds of unsteady footage shot on a camcorder in
low definition.

yourself on YouTube and anyone
d easily find jt.

Ow, but before YouTube, the act of
line was a nightmare. It meant tak-

r local minima], having it digitized

with an Internet connection coul

It sounds difficult to believe n
putting something you filmed on
ing a camcorder Ccassette to you
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d ontoa CD, and then paying to upload the video files to
and DU er or hosting site. Honestly, you probably would have
aprve® 5‘.3:: time pitching it to a network executive.

b ;:: along came a site that was willing to host that video for

o tanyone, forever. YouTube offered instant global distribution,
f8s f.or anyone to share something that everyone could watch.
:233;5 gaveyoua little room on the shelf, a little space on the dial,
and since ther, the media industry has never been the samfa.

For decades, the media industry was predicated on the idea that
ahandful of network execs knew best what millions of people would
find entertaining or newsworthy. But with the emergence of You-
Tube and other open platforms, we've learned that people’s interests
are far more diverse and unique than those execs ever imagined.
And we've also seen that people are far more open to discovering
new voices rather than relying on anointed ones. The overwhelm-
ing popularity of Markiplier's gaming videos, ||Superwoman||’s
sketches, or Pentatonix’s music is proof that there is more talent in
the world than Hollywood has ever let through the door and more
demand for entertainment that doesn’t look or sound like what al-
ready exists on the airwaves.

And many of these independent creators outcompete the pros!
In several cases, more people are choosing to watch YouTubers
than TV shows that talk about similar issues. The same thing that
independent cinema showed us in the early 1990s is proving itself
true with television: voices outside the system can often be more
compelling than those within it.

We assume that the media industry is different from other in-
dustries; that the principles of a free market have less sway and
that we need moguls to bless what we enjoy. But the success of in-

d
“Pendent creators on open platforms such as YouTube suggests
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culture prides itself on relentless focus, dispassionately eliminating
business initiatives that are not core to the overall strategy. You can
work on something for years only to find that project mothballed
during a quick meeting. But I was hungry for a challenge, so I of-
fered to take on the new project. I was the only volunteer.

It wasn't the first time that Netflix had evaluated an Internet-only
option, but only in the mid-2000s did data speeds and bandwidth
costs finally reach the point where asking users to download an
éntire movie online no longer seemed like 3 crazy idea. The initial

thmkmg was that we would create ang supply customers with a
Netflix box” that they could use to dg
watch the next day,
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Then 1 saw YouTube for the first time. More precisely, 1 saw
grainy videos of snowboarding accidents and people lighting th'eir
kitchens on fire, and I saw that those videos were attracting mass‘we
viewership numbers, making YouTube one of the fastest-growing
sites on the Internet. We at Netflix—along with everyone else in the
industry at the time—were focused on delivering movies to people
in the highest quality available. But YouTube clearly demonstrated
that people were willing to trade fidelity for convenience and speed.
Witnessing the popularity of YouTube was a revelation. And it
caused us to stop our launch and pivot to a service that would al-
low consumers to stream movies remotely instead of downloading
them. That pivot took two long years, during which we had to rene-
gotiate all our rights and build an entirely new architecture to host
and serve content. We had to transform our “Netflix box” from a
hard drive that would download video to one that would stream it.”
But finally, in 2007, we launched Netflix streaming because we saw
the potential that YouTube presented.

Every month, YouTube seemed to be growing faster, launching
in new markets, increasing its number of views and attracting more
and more people to share videos. In 2011, when I left Netflix to join
YouTube, around forty hours of video were being uploaded every
minute. In 2017, the number has grown over tenfold.

But as powerful as YouTube’s idea of free, global distribution of video
was, I don't think it alone was enough to lead to the streampunk era
we live in now. I think there were three other developments that have
been core to explaining the success of stars such as | [Superwoman||.

The first has to do with a decision YouTube made very early in its
history: to pay its creators.

= ‘-'”V?eks before the launch of its streaming service, Netflix spun off the
paox' Into its own company, called Roku; again, a demonstration of the com-
Ny's strong desire to focus on its core competencies.

19
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Partner Program, extending the sharing of ad revenue to creators of
all kinds, not just to established media companies. If you reached 3
certain number of views or subscribers, you could give YouTube the
right to sell advertising against your videos and receive the majority
of the money it earned from your channel’s traffic.

If you speak to people who were at YouTube in those early days,
the creation of the Partner Program wasn't primarily a business
decision. Instead it was about fulfilling the egalitarian promise of
anyone being able to create content.

George Strompolos, currently the CEO of the media company
Fullscreen, helped create the Partner Program. He told me that the

company “wanted to ensure that YouTube would be a home for new
voices, not just to get seen but hopefully

to generate some income and
earn a full-time living” It was one thing
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ent (POStS, tweets, pics, snaps, vines, or videos), people tune in
a sive numbers to see that content, and advertisers pay to run
g masainst that content to get their products in front of viewers.
ad'ihigut the voluntary contributions of billions of people, the social
:::,nomy would collapse. But sadly, to date, YouTube is the only
signiﬂcant player in the social economy that pays all its creators a
share of the advertising revenue their content generates.

In just over & decade, the scale of YouTube’s partner payments
has become massive. Though some paychecks are smaller than oth-
ers, to date we've paid out billions of dollars to content creators of
all sizes. That money has helped anchor the growth of several new-
media properties, from Vice to BuzzFeed to George’s company,
Fullscreen. It has helped bolster the bottom lines of traditional me-
dia companies and music labels (we've paid out $3 billion to the mu-
sic industry alone). And it’s created an entire business-to-business
layer of service-oriented firms that provide the infrastructure for
Internet video to thrive, offering rights management support, data
analysis, and specialized ad technology.

But the most significant consequence of YouTube’s revenue shar-
ing has been the democratization of the job of Internet content cre-
ator. Every month, we deposit money into the accounts of millions
of creators around the world. That money is what helps a stream-
punk get his or her start. It’s what changes the act of making videos
from a hobby to a trade. It’s what transforms a career in entertain-

ment from an option available only to the well connected or very
lucky to a path that is open to almost anyone.

The other thing that money allows creators to do is invest in the
quality of their videos, at a time when the cost of video and sound
Production has dramatically decreased. To me, that’s the second major
development that has enabled streampunks to become as popular
as they are, In a bit of good fortune, Apple decided to add a built-in
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HDR to immersive 360-degree video. If our creators were still film-
ing videos on grainy webcams, I'm sure some of them would still

be popular; but the ease with which we are all able to create high-
quality footage is what has accelerated YouTube’s evolution from a
host of amateur videos to the domain of professional filmmakers.
The ubiquity of smartphones also led to the third dynamic that
has fueled the rise of independent creators: not only do our cam-
eras turn us all into potential creators, our screens give us all the
potential to be viewers. “Big deal,” you may say, “everyone who has
a smartphone has access to a TV anyway.” Though that’s true, we
are largely accustomed to sharing our TVs—with roommates, with
spouses, with siblings, with family members. So choosing what to

watch at home often means choosing to compromise.
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jitle selfish. YOU don’t have to share what you're watching with
anyone at all (at least not in the physical world; you probably still
ant to share it on Facebook if it’s good). You don’t have to watch
cartoons with your sibling or golf with your dad or whatever your
mother finds acceptable during the holidays. You can watch

graﬂd ‘
whatever you want in any room you'’re in.

Free distribution, the chance for a steady paycheck, better
¢ ameras—-all three of these factors have led to a new supply of cre-
ative talent. But the explosion of individual screens has unlocked
2 new source of demand. The mobile phone is successfully chang-
ing the way we watch video into the way we read books: you find
one that interests you and consume it whenever and wherever you
want. As a result of this explosion of choice and access, fewer of us
will spend our time consuming the same videos and shows; that’s
why YouTubers can be the most popular celebrities in high schools
today without other people ever having heard their names.

Today the competition that matters is no longer for the right to
appear on shelves or in cable bundles; today what matters is the
competition for your time. Every advertiser, every network, every
news publisher, every Web outlet, every content creator, every app
has now become the equivalent of a middle child, desperately seek-
ing your attention. And once it has your attention, it can sell you a
product or service or sell advertising that might convince you to
buy a product or service. It is only with your attention that you can
be “monetized.”

Thus, if attention is the currency of the digital age, every com-
pany should be after the biggest source of people’s attention: watch-
ing video. Watching video is the number one way human beings
spend their free time. The average American spends more than five
hours a day watching something on a screen. There are only two

things we spend more time doing: working and sleeping.
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to spend more time watching things on screens, not less. Our phones
and tablets are complicit here, too—every year, they're getting big-
ger, brighter, sharper, and faster. And because brands are willing
to pay much more for video advertising than they are for print ads,
magazines and newspapers that currently invest the majority of their
resources in journalistic writing are going to increasingly invest in
documentary filmmaking and multimedia “explainers”—digestible
videos that help people understand complex topics. And yes, one
day, we'll be watching videos in our self-driving cars, too. The future
is video, as far—and as close—as the eye can see. ;

I don’t mean to conjure up images of Wall-E here, with all of us
strapped to chairs in front of screens drinking Big Gulps, but hope-
fully this gives you a sense of why Red Bull and Pepsi have video
production studios, why the New Yorker has a show on Amazon
Prime, and why Esquire has a TV network. .

The sheer amount of all these new shows and videos can feel over-
whelming. But whenever we’ve witnessed an explosion of choice of a
good that was formerly capped, a similar pattern has emerged: greater
total consumption, but fewer people consuming the same thing.

During World War II the government began ordering mass-
market paperbacks to entertain soldiers fighting overseas, since
they were lighter to carry than hardcover books. The demand for
titles ushered in a new era of reading, leading to the formation of
new genres such as murder mysteries and science fiction, with fewer
people reading the classics. : ' i

In the 1980s the microbrewing revolution broke open the oligop-
oly of Budweiser, Coors, and Miller, leading people to drink more
total beer as well as more IPAs, ambers, and ales.” 5

And in music, consumption and genre fragmentation continue to

* I'mCzech, I had to include a beer 'reference.
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