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As OpenAl's democratizing Al video tool "Sora" threatens the Tech Entertainment
Seascape, giants must strategically balance exploiting their current model to reinvent the
future of storytelling

OpenAl's new Sora video generator leverages recent advances in generative Al to synthesize video
content from text prompts easily. This poses an existential threat to established creative companies like
Disney by democratizing video creation. Disney has dominated entertainment for decades by tightly
controlling its iconic characters and stories. Sora jeopardizes Disney’s competitive advantage by putting
the tools of imagination and creativity into anyone's hands. Just as user-generated content disrupted
traditional media, Al-generated video could deeply undermine Disney's business model centered on
exclusively owning the magic of animated worlds and experiences.

Disney must simultaneously exploit its current business model while also exploring how to embrace
generative Al to reinvent "magical" experiences. This balancing act between short-term profits and
long-term innovation is difficult for well-established companies. Disney risks facing the "innovator's
dilemma".

What strategy should Disney adopt to avoid the innovator’s dilemma as user-generated video
democratization looms? How can Disney reshape the future of entertainment over the next decade while
honoring its legacy and magic?

STEEPing into the Future: Technological and Political factors shape the future of the
Tech Entertainment Industry

Societal:

- The backlash against job loss in creative professions due to Al-driven video services: The
rise of Al tools that can generate creative content like videos, music, and scripts raises concerns
about potential job displacement for artists, directors, screenwriters, and other creative
professionals. This could lead to increased unemployment.

- Shifts in consumer preferences from physical to virtual/augmented experiences:
Consumers are increasingly drawn to interactive and immersive entertainment experiences like
virtual reality (VR) and augmented reality (AR) due to advancements in technology

- Hyper-realistic Experiences: As Al-generated entertainment experiences become more
immersive and indistinguishable from reality, there are concerns about the blurring of lines
between the artificial and the real, potentially impacting mental well-being and social interactions

Technological:

- The pace of advancement in generative Al capabilities and quality: Rapid advancements in
generative Al are creating powerful tools for creating realistic animations, music, and even entire
virtual worlds. This revolutionizes content creation.

- Advancement/Gaining popularity of Immersive technology: The growing popularity of virtual
reality (VR) and augmented reality (AR) technologies has the potential to revolutionize
entertainment experiences. These technologies create immersive environments, blurring the line
between reality and virtual worlds, and offering unique storytelling opportunities.

- Rise of computing technology in hardware space: Advancements in hardware, including
powerful graphics cards, high-speed processors, and low-latency internet connections, are
enabling more complex, visually stunning, and interactive entertainment experiences.




Adoption of emerging tech by companies and consumers: The rate of adoption of emerging
technologies by companies and consumers plays a crucial role in shaping the future of the tech
entertainment landscape. This includes technologies like blockchain for secure content delivery,
Al-powered personalization, and the potential integration of the metaverse. These technologies
can provide new avenues for monetization, distribution, and user engagement.

Environmental:

Energy and computational power capabilities for complex generative models at scale:
Training and running complex Al models used for content creation, simulation, and other
applications in tech entertainment requires significant computational power, leading to high
energy consumption. This raises concerns about the industry's environmental footprint.

Push towards carbon-neutral cloud infrastructure: Cloud-based services are crucial for
streaming video content, hosting games, and storing data, but these services also contribute to
the global carbon footprint.

Sustainability, digital waste: The ever-growing demand for new devices and the rapid evolution
of technology lead to a significant amount of electronic waste (e-waste) and the environmental
challenges associated with its disposal.

Economic:

Disruption of the current entertainment industry and job and revenue displacement: The
introduction of Al-powered technologies and new business models in the tech entertainment
industry can disrupt established players and lead to job displacement in various sectors like video
editing, animation, and distribution. Additionally, traditional revenue streams might be affected
Pay disparity in the entertainment industry: A significant rise in the use of technology across
the entertainment industry can lead to potential exploitation, creating economic inequality within
the industry and pay disparity.

Affordability: Access to and affordability of technology and entertainment content can be a
barrier for individuals with lower incomes. This can lead to a digital divide, further marginalizing
certain segments of the population and hindering their full participation in the tech entertainment
experience.

Political:

Potential antitrust concerns around content generated using Al - deepfakes and biases:
The use of Al to create deep fakes and potentially biased content raises concerns about
misinformation, manipulation, and potential abuses. This might attract regulatory scrutiny and
potential antitrust lawsuits if industries misuse Al to gain unfair market advantages.

Regulatory restrictions on Al development or applications: Governments and regulatory
bodies are increasingly considering and implementing regulations on Al development and
applications, aiming to address concerns about data privacy, security, and potential misuse.
These regulations can create uncertainties and affect the way Al is utilized in the tech
entertainment industry.

IP rights and licensing: The development and use of Al-generated content raise complex
questions about intellectual property rights and ownership, especially when leveraging existing
copyrighted material. This can lead to legal disputes and uncertainties for creators and platforms
relying on Al-powered content creation.




Adoption of Emerging Tech by companies, consumers, and Potential anti-trust concerns
around the content generated using Al determine the future of the Tech Entertainment
Industry

Fewer antitrust concerns around content generated using Al
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The VR Revolution

In this case, the adoption of novel technologies is increasing at
the expense of antitrust concems. Al, VR, and other
breakthroughs revolutionize the manufacturing and distribution of
entertainment. Blockbuster's intellectual property encourages
tech titans' battles over streaming services. Using interactive
stories and unproven the internet, studios take chances.
Restrictions stay in effect as consolidation continues. The
quantity and scope of content produced is increasing. However,
unanticipated outcomes surface.

Decrease in
adoption of
amerging tech

Entertainment Unbound

When creativity is unrestricted by tech and antitrust laws, it thrives.
Audiences are delighted by personal narratives and useful results.
Observing preferences now lean toward offline events, communal
gatherings, and live performances. Original films are a risk for small
studios. But as consolidation is made possible by better CGl, this
creative Eden is still in danger. For the ancient triumphs of
entertainment, nostalgia remains.

Increase in
adoption of
»emerging tech by

by companies
and

consumers Regulated Renaissance

In this case, the use of developing technology decreases as
antitrust enforcement increases substantially. Stringent regulations
impose limitations on streaming services and studios, prohibiting
mergers and ensuring interoperability. Content strategy and
business structures adapt to meet the demands of regulators.
Legal fees and obligations to comply grow. Due to scalability
limitations in studios, the production of content slows down.
Regulators’ aims notwithstanding, industry innovation usually
tumbles.

companies and
consumers
The Al Ascend

Studios automates the production of content by utilizing generative Al
swiftly and with little oversight. CGI which is highly realistic pulls
deceased celebrities back to life. Algorithms generate a limitless
amount of remakes and sequels. Al-generated content is the norm as
studios use generative models to create movies, TV series, and other
content in large quantities. Through vertical integration and
consolidation, tech companies have power over the landscape. The
new media landscape is ruled by powerful digital companies who
don't give ethics or social impact a second thought. Collapsed into
echo chambers of individual amusement, audiences recede.

More antitrust concerns around content generated using Al

Navigating the competitive seascape of tech entertainment has always been challenging,
but Al throws up new storms: it fuels creativity while potentially concentrating power in
the hands of big tech companies

Fewer antitrust concerns around
content generated using Al
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Navigating a Complex Tech Landscape through Ethical Al
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Tech Entertainment industry should pursue ethical Al adoption through industry
collaboration, internal transformation, responsible innovation of customer experiences,
and proactive governance
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« Create personalized and
immersive experiences
for the end consumers

» Build partnerships to
shape the entertainment
ecosystem

« Turning adoption rate
uncertainty into
competitive advantage
by leveraging emerging
tech for enhanced
experiences

« Improve accessibility and
awareness of
entertainment for the
disabled
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« Distrust among
consumers

« IP and licensing theft

« Data privacy and
ethics

- Loss of the human
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Strategic
Response

/. Creating a balanced creative\
ecosystem - give access to
tech, support make their
creations

« Revolutionize internal
systems using Al to increase
operational efficiency.

« Capitalize on emerging tech
to create rich entertainment
experiences

« Collaborations with a
hardware-first tech company

« Internal audits, lobbying for

data privacy regulations, and

awareness campaigns for
non-biases

Proactively create and lead

consortiums around security

standards to combat

.

\ generative IP theft J

Evolving from a Classical to a Shaping strategy will help Disney reimagine Magical
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Malleability

Generative Al represents a major sea change that renders old rules and competitive advantage sources
obsolete. This unpredictability signals that Disney's classical strategy focused on differentiation and
superior capabilities around creative IP and immersive experiences may no longer suffice.

Disney should shift from its long-standing classical approach towards a shaping strategy where it works
closely with other entertainment, tech, and Al players to construct the rules and direction for synthetic
media and immersive experiences. This will allow Disney to wield its legacy influence while sharing risk in
navigating generative entertainment's uncertainties.




Disney faces a challenging Competitive landscape with strong bargaining power from
buyers, the threat of new entrants and substitutes, and intense competition

Threat of New Entrants (Moderate)

Power of Suppliers (Weak)

Competitive Rivalry (Strong)

Power of Buyers (Strong)

ppliers due to
ould further

Threat of Substitutes (Moderate)

Enhancing immersive experiences, Developing partnerships with Tech giants, Investing
in developing Al Expertise internally, Advocating for responsible Al development, and
Investing in the Metaverse pave the way for Disney to Reimagineer Magical Experiences

Horizon 3
2027-2030

Develop Al-powered content creation tools,
Invest in the metaverse, and becomine a
platform for Al-driven entertainment

Horizon 2
2025-2027

VALUE

Experiment with Generative Al tools, Invest
in developing internal Al expertise,
Advocate for responsible Al development,

and Create Consortiums for IP

Horizon 1
2024-2025 /

Enhance existing Immersive Experiences,
Develop Targeted Marketing campaigns
and Developing Partnerships with Tech

giants

L
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Disney should exploit the Tech Entertainment industry by maintaining Core Business by
Enhancing existing Immersive Experiences, Developing Targeted Marketing campaigns
and Developing Partnerships with Tech giants

How? Why?

Disney should focus on high-quality, original By focusing on complex and emotionally-driven
content that resonates with audiences and cannot | content, Disney can create a differentiation that Al
be easily replicated by Al due to the complexity currently struggles to overcome. This strategy

helps Disney capitalize on its existing strengths in
storytelling, animation, and character creation
while Al technology is still nascent

and emotional depth

Disney should refine and enhance existing High-quality, original content and refined
immersive experiences by updating theme park immersive experiences are less likely to be easily
attractions by seamlessly integrating emerging imitated by Al, allowing Disney to maintain a
technologies like VR, AR, and Al and ensure competitive edge

these experiences offer unique storytelling
elements and interactivity that Al-generated
content alone may not provide

Disney should develop targeted marketing By leveraging Al in marketing, Disney can gain a
campaigns based on Al-driven insights by competitive advantage over other entertainment
leveraging data analytics and Al to gain deeper companies still relying on traditional, less targeted
audience understanding methods. This allows them to reach the right

audiences more effectively and efficiently

Disney should develop partnerships with tech By collaborating with tech giants, Disney gains
giants by collaborating with companies like access to their cutting-edge hardware and
Microsoft, Meta, or Apple to explore the potential software capabilities, accelerating their exploration
of their hardware and software in creating of immersive entertainment experiences. This
immersive entertainment experiences includes advancements in VR, AR, Al, and other

emerging technologies that are crucial for the
future of entertainment

Disney should explore New Business Models and Technologies by Experimenting with
Generative Al tools, investing in developing internal Al expertise, advocating for
responsible Al development, and Creating Consortiums for IP

How? Why?

Disney can explore generative Al by using To explore its potential to create content,
platforms like Sora to test ideas like creating personalize experiences, and streamline
scripts, animation, and personalized experiences. | OPerations. This hands-on approach will reveal

Gathering user feedback through various methods bqth its strengths and wea_knesses., allowing
il helb th derstand th tential of thi Disney to weigh the benefits and risks before
wilt help them understand the potential ot this making informed decisions about integrating Al




technology. This allows Disney to integrate Al and
improve creativity, efficiency, and customer

experience across all its businesses.

into their various business strategies.

Disney can build internal research teams, partner
with universities for expertise, and even acquire
relevant Al startups to gain control over Al and

customize it for their needs.

This approach allows them to develop and own Al
technologies, giving them a competitive edge and
ensuring alignment with their vision and values.

Disney can leverage its influence to advocate for
responsible development and deployment of Al in
the entertainment industry by joining industry
discussions, advocate for ethical regulations, and
collaborate with other leaders.

To allow them to shape responsible Al practices,
protect their IP, and benefit from shared
knowledge within the industry.

Disney should Transform the future of entertainment by developing Al-powered content
creation tools, Investing in the metaverse, and becoming a platform for Al-driven
entertainment

How? Why?

Disney should develop Al-powered content
creation tools by building proprietary tools that
allowing creators to leverage Al for story
development, character design, and animation.
These tools should be designed ethically, with
proper attribution and respect for intellectual
property rights

To create a new revenue stream and attract a
wider range of creative talent

Disney should invest in the metaverse by
developing immersive virtual experiences that
extend Disney's storytelling beyond traditional
formats by creating interactive theme park
experiences, virtual games, and shows within the
metaverse

To stay ahead of the curve by embracing Al and
the metaverse, Disney would position itself as a
leader in the future of entertainment

Disney should become a platform for Al-driven
entertainment by leveraging its brand recognition
and expertise to create a platform for showcasing
Al-generated content and fostering a community
of both creators and consumers in the space

By actively participating in the development and
use of Al, Disney can effectively navigate the
changing technological landscape. This will
position Disney as a leader in the intersection of
entertainment and Al




EXECUTIVE SUMMARY

As OpenAl's democratizing Al video tool "Sora" threatens the Tech Entertainment
Seascape, giants must strategically balance exploiting their current model to reinvent the
future of storytelling

STEEPIng into the Future: Technological and Political factors shape the future of the
Tech Entertainment Industry

Adoption of Emerging Tech by companies, consumers, and Potential anti-trust concerns
around content generated using Al determine the future of the Tech Entertainment
Industry

Navigating the competitive seascape of tech entertainment has always been
challenging, but Al throws up new storms: it fuels creativity while potentially
concentrating power in the hands of big tech companies

Tech Entertainment industry should pursue ethical Al adoption through industry
collaboration, internal transformation, responsible innovation of customer experiences,
and proactive governance

Evolving from Classical to Shaping strategy will help Disney reimagine Magical
Experiences

Disney faces a challenging Competitive landscape with strong bargaining power from
buyers, the threat of new entrants and substitutes, and intense competition

Enhancing immersive experiences, Developing partnerships with Tech giants, Investing
in developing Al Expertise internally, Advocating for responsible Al development and
Inveesting in the Metaverse pave the way for Disney to Reimagineer Magical
Experiences

Disney should exploit the Tech Entertainment industry by maintaining Core Business by
Enhancing existing Immersive Experiences, Developing Targeted Marketing campaigns
and Developing Partnerships with Tech giants

Disney should explore New Business Models and Technologies by Experimenting with
Generative Al tools, investing in developing internal Al expertise, advocating for
responsible Al development, and Creating Consortiums for IP

Disney should Transform the future of entertainment by developing Al-powered content
creation tools, Investing in the metaverse and becoming a platform for Al-driven
entertainment
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