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Disney, a global entertainment giant, celebrates its 100th anniversary this year. Last
weekend, we attended its Disney on Ice show, captivating audiences of all ages.
This case study delves into the microeconomic aspects of Disney's success,
focusing on its ability to reinvent itself over time and appeal to diverse generations.

Over the decades, Disney has evolved from a traditional animation studio to a
multimedia empire!, successfully navigating the challenges of changing consumer
preferences. The anniversary celebration showcased the company's timeless
influence, with the staple characters Mickey and Minnie Mouse as the stars of the
show. My daughter is a big fan of Minnie Mouse, which can be used as an example
of how Disney has maintained generational appeal. Introduced in 1928, Minnie
(Minerva) Mouse, created as the long-lasting partner of Mickey Mouse, has
transcended time, capturing the imaginations of multiple generations. Disney's ability
to adapt Minnie's character while preserving her core identity has contributed to her

enduring popularity.

Can you think of an example of how any of the Disney characters have adapted to
time? Continuing with the example of Minnie Mouse, in the early days, Minnie was
introduced as Mickey Mouse's sweet and supportive companion in classic black-and-
white cartoons. As time evolved, so did Minnie's character. In more recent times, she
has been reimagined as a fashion-forward, independent mouse with her unique
aspirations and adventures. Disney has adeptly transformed Minnie to resonate with
changing societal norms and expectations while preserving her optimistic and
fashionable-chic qualities. A more specific example of this adaptation is Minnie's role
in the animated series "Mickey Mouse Clubhouse" and later in "Mickey Mouse

Mixed-Up Adventures.” In these shows, Minnie takes on diverse roles, showcasing

1 Disney is among the 100 largest companies in the world by Market Capitalisation in 2023. Being the
top 3 Apple (US), Microsoft (US), and Saudi Arabian Oil Company (Saudi Arabia). Source: Forbes,
May 5, 2023. https://www.forbes.com/lists/global2000/?sh=13cc2a985ac0
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her versatility as a problem-solver, entrepreneur, and a true friend to her animated
companions. In “Minnie Bow-Toons”, she and Daisy are the leading characters

running their own business and highlighting the versatile and leadership character.

The Walt Disney Company has strategically positioned itself through a distinctive
competitive strategy which emphasises product differentiation. Product differentiation
in microeconomics refers to the strategy where firms distinguish their products from
competitors' offerings through unique features, branding, or quality, influencing
consumer perceptions and preferences. It aims to create a competitive advantage,
for example, it could allow companies to charge premium prices based on
consumer’s perceived value of the brand. Disney stands out in the competitive
landscape of different sectors within the entertainment industry, such as mass
media, retailing, and theme parks (horizontal differentiation?). Its core strength lies in
creating unique and innovative products, maintaining a competitive advantage in a
market contested by other major players like Sony, or Universal in the Film industry,
or Netflix and Amazon Prime which compete with the Disney + streaming service?.
Disney's intensive growth strategies, revolve around continuous innovation and
creativity to introduce new products aligned with evolving global market trends,
ensuring its leadership in the industry. Additionally, Disney's international strategies
encompass foreign direct investment, direct foreign licensing, and localised content

to meet the diverse needs of global audiences.

The company's strategic choices also extend to its integration strategies within the
company’s supply chain. A company’s supply chain refers to a network of
interconnected activities and processes involved in producing and delivering goods
and services to customers, involving sourcing, producing, distribution, and logistics.
Considering the Disney example, we can observe examples of vertical and

horizontal integration in the supply chain. Vertical integration involves a company's

2 Horizontal differentiation in the context of Disney's presence in various sectors of the entertainment
industry, including mass media, retailing, and theme parks, signifies that Disney distinguishes itself by
offering a diverse range of products and services within the same market. While operating in the
broader entertainment industry, Disney engages in horizontal differentiation by providing distinct and
varied experiences to consumers through its involvement in mass media (films, TV networks), retailing
(merchandise, consumer products), and theme parks. This strategy allows Disney to appeal to a wide
audience with different preferences, creating product diversity within the horizontal scope of the
entertainment market.

3 Disney + was released in 2019, following the surge popularity of streaming services.



control over different stages of the production or distribution process, from raw
materials to the final product or service. Horizontal integration occurs when a
company expands by acquiring or merging with competitors operating at the same
stage in the production or distribution chain, aiming to increase market share or

reduce competition.

Disney has merged over the years with similar companies at the same supply chain
level, leading to enhanced market power and synergies (Horizontal Integration).
Disney's successful horizontal integrations include acquisitions of Pixar, Marvel, and
Lucasfilm, demonstrating its ability to navigate a dynamic industry through strategic
mergers. We can also observe different examples of Disney's acquisitions of
businesses up or down the supply chain (Vertical Integration), this provides Disney
advantages such as increased control, cost savings, and marketability. Disney
ownership of major film studios allows them to control the creation and distribution of
popular film franchises like Star Wars and Marvel Cinematic Universe. Disney also
owns and operates various media networks, including ABC, ESPN, Disney Channel
and the most recently released Disney +, this enables them to produce and
broadcast its content, ensuring a direct link between content creation and
distribution. Overall, Disney's multifaceted approach, combining innovative product
development, strategic integration, and international expansion, positions it as a

leading competitor in the ever-evolving landscape of global entertainment.

Can you enumerate the economic factors that are behind Disney’s long-lasting
success? Some of them are (1) Consumer Preferences: Disney's success lies in its
understanding of changing consumer preferences. By introducing new characters
and adapting existing ones to contemporary tastes, the company ensures a
continuous appeal to a broad audience. (2) Pricing Strategies: Disney employs
strategic pricing strategies for its diverse offerings, making its products accessible to
various income groups. This allows the company to reach a broader market and
maximise revenue. (3) Technological Innovation: Disney has embraced technological
advancements to enhance its entertainment offerings. From classic hand-drawn
animation to cutting-edge computer-generated imagery (CGl), the company
leverages technology to stay ahead in the competitive entertainment industry; how

can it adapt to the challenge of Al?



What are the leading market dynamics strategies Disney has followed over the
decades? Here are some examples: (1) Market Saturation: Disney's ability to
horizontally differentiate its products prevents market saturation. By continually
introducing new content and experiences, the company keeps consumers engaged
and attracts new audiences. (2) Brand Loyalty: Disney's brand loyalty is a result of its
consistent delivery of high-quality, family-friendly entertainment. The emotional
connection forged with consumers ensures repeat business and positive word-of-

mouth marketing.

Disney's journey from a small animation studio to a global entertainment powerhouse
reflects its adeptness at horizontal differentiation and maintaining generational
appeal. By reinventing itself over the years, Disney has not only survived but thrived
in an ever-changing economic landscape. This case study illustrates how a company
can achieve long-term success by understanding and adapting to the dynamic forces

of consumer preferences, technological advancements, and market dynamics.



