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T
he digital revolution is enabling 

people to consume movies, 

music, books, and TV shows 

from their computer screens in the 

most remote places. Yet the brave 

new world of digital entertainment, 

with its anywhere access and un-

limited programming options, is as 

treacherous as it is exciting. Today’s 

wired consumers face a range of dig-

ital dangers from computer viruses 

and spam to identity theft.

Take Harry Potter and the Half-

Blood Prince, for example. In addition 

to shattering box office records, the 

2009 Warner Brothers film sparked 

an unexpected wave of cybercrime 

across the Web. In one widely re-

ported incident, Potter fans search-

ing online to watch the boy wizard’s 

big-screen adventure unknowingly 

downloaded malicious software (mal-

ware) that stole credit card numbers 

and banking information. The so-

called Harry Potter Virus infected 

thousands of computers worldwide.

But the perils of the digital 

age are not limited to the world of 

entertainment. The banking com-

munity is plagued by sensational 

cyberheists, and even the Pentagon’s 

computers have been compromised 

by acts of cyberterrorism.

With so many dangers lurking in 

the shadows, managers at digital 

entertainment companies must dem-

onstrate an ability to anticipate prob-

lems before they happen and respond 

quickly when crises hit.
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A
mazon.com has a reputation 

for innovation and good corpo-

rate citizenship. In little more 

than a decade, the Seattle-based 

company has grown from a small 

Web-based bookseller to a global 

merchandiser of movies, music, 

video games, and more. In addi-

tion, the company’s good rapport 

with the public has been bolstered 

by important philanthropic efforts 

such as its worldwide disaster-relief 

program and sponsorship of literary 

organizations.

But a recent momentary lapse 

of judgment has raised questions 

about Amazon’s ethical and social 

responsibilities in the age of digital 

media. In 2009, users of the com-

pany’s Kindle wireless reading device 

discovered that Amazon manag-

ers snooped through their virtual 

bookshelves and deleted copies of 

1984 and Animal Farm—famous 

George Orwell books depicting bleak 

worlds dominated by invasive gov-

ernment and bureaucratic control. 

To pacify an angry public, founder 

and chief executive officer (CEO) Jeff 

Bezos apologized for the company’s 

intrusive erasure of customer down-

loads, explaining that a third-party 

publisher had posted the e-books to 

Amazon’s online store without proper 

authorization.

Despite the mea culpa, the irony 

of Amazon’s Orwellian move was not 

lost on the general public, and the 

incident underscored an important 

management principle: ethical lead-

ership and decision making are criti-

cal to maintaining stakeholder trust.
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F
iguring out the rules of a 

dramatically new game in the 

digital age is a daunting chal-

lenge for the strategic managers of 

TV networks.

Until relatively recently, major net-

works broadcast a limited selection of 

programs, essentially dictating what 

viewers watched and when. Because 

commercials allowed advertisers to 

reach millions of people, they sup-

ported the programming. Digital 

technology has changed all that. 

Today’s viewers watch shows on TVs, 

computers, or iPods. They can buy 

current episodes or old favorites from 

such online stores as Apple’s iTunes. 

They can also use sophisticated 

new digital video recorders to replay 

shows originally broadcast from only 

moments to months ago. Digital tech-

nology shifts power from broadcasters 

to consumers. Those consumers want 

complete control, unlimited choice, 

and personalized content. And the 

revolution is by no means over. Many 

people predict that television and the 

Internet will soon converge.

Networks face fundamental ques-

tions as they formulate strategies 

in this fast-changing environment. 

What should programs look like? How 

can networks generate revenue? Who 

are their competitors? Should net-

works compete or form partnerships? 

What business are they in? One thing 

is certain: There will be no shortage 

of opportunities for network manag-

ers to hone their decision-making 

skills.

Oleg Prikhodko/istockphoto.com; iwan_drago/istockphoto.com; Yurity Ponomarev, 2009/Used under license 

from Shutterstock.com
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A
s the entertainment industry 

continues to move its pro-

grams, celebrities, and adver-

tising dollars to the Internet, giant 

online networks have emerged to 

facilitate the shift and monetize hot 

trends.

Glam Media, Inc., publisher of 

the Glam.com fashion and lifestyle 

Web site, quickly joined the ranks 

of leading online media networks 

after its launch in 2003. The com-

pany’s meteoric rise to the top-10 

most trafficked online networks is 

a tribute to management’s eye for 

recruiting top talent. Glam Media 

leadership teams are made up of 

technology, fashion, and publish-

ing veterans from such prestigious 

companies as Elle, Harper’s Bazaar, 

iVillage, Vogue, and IBM.

While millions of dollars from 

venture capitalists help Glam Media 

attract good talent, the organiza-

tion’s design and culture keep teams 

motivated and engaged. Like many 

young firms, Glam’s organization 

is flat enough to enable employee 

empowerment, idea incubation, and 

rapid response to changing trends in 

the marketplace. A good example is 

Tinker.com, a recent Glam Media Lab 

venture that allows microbloggers to 

track popular conversation streams 

generated on Twitter. The Web app 

puts Glam Media in a position to 

unite advertisers with massive social 

networks—a lucrative idea for an 

emerging market.

In the world of entertainment, 

where change is the only constant, 

small learning organizations such 

as Glam Media have the flex-

ibility needed to capitalize on new 

opportunities.

Postnikova Kristina, 2009/Used under license from Shutterstock.com; Courtesy of Glam Media; Alexander 

Tamargo/Getty Images
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I
f there was ever an industry in 

need of transformational leader-

ship, it’s today’s record business. 

Columbia Records believes it has 

such a leader in Rick Rubin, a vet-

eran record producer and former disc 

jockey who was named co-chair of 

the Sony division in 2007.

Arguably the most visionary pro-

ducer of the past 20 years, Rubin 

cofounded hip-hop record label Def 

Jam. Unlike many record company 

executives, however, he has no 

background in sound engineering, 

music, business, or law. His most 

important credential is that he’s 

a passionate fan. Known for his 

unusually supportive, egalitarian 

leadership style, the bearded and 

shaggy-haired Rubin sees his role as 

nurturing creative people so they can 

do their best and create art.

Until recently, powerful record 

company executives decided what 

music got created. But now musi-

cians are using computer software 

to produce their own high-quality 

recordings, and consumers are flock-

ing to file-sharing sites and online 

stores. CD sales are dropping fast as 

listeners download singles and cre-

ate their own CDs of personal favor-

ites. So Rubin has his work cut out 

for him as he tries to help Columbia 

rethink its mission, strategy, and 

structure and come up with badly 

needed innovative products and 

technologies.
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I
n the world of global business, 

delivering high quality products 

is a multiorganizational effort. 

Few companies know this better than 

Apple. The world’s premier computer 

innovator used numerous business 

partners in the development of the 

iPod and iPhone, and the company’s 

network of suppliers is now coordi-

nating to create a tour de force in 

digital entertainment: a wireless 

multimedia tablet.

Approximately 10 inches in size, 

the gadget’s lightweight digital touch 

screen delivers interactive movies, 

music, and e-book downloads from 

Apple’s online product store. The all-

in-one entertainment device promises 

to be the Holy Grail of entertainment 

media devices.

But making this dream tablet a 

reality has put enormous demands 

on Apple’s supply chain manage-

ment. The variety of external part-

ners needed to create the product 

is astounding: Record companies, 

film studios, digital book publish-

ers, computer components makers, 

lithium-ion battery producers, and 

telecommunications firms must 

coordinate tasks and production 

schedules to meet Apple’s high 

manufacturing standards.

Fortunately, Apple instituted an 

end-to-end supply chain manage-

ment process for the iPod and 

iPhone, and the test now is whether 

managers can deliver consistent 

quality as the company expands both 

its product horizons and manufactur-

ing partners.
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