A Comprehensive Analysis of the World’s Largest Entertainment Conglomerate:

The Walt Disney Company

Presenting Authors: Brendan Finnery, Judah Davis | Supporting Authors: Katt Mossinghoff, Rebecca Sims
Sponsored by Dr. Renee Porter | Management Policy | Plaster College of Business & Entreprenuership

The Walt Disney Company Background

“The mission of The Walt Disney Company is to entertain, inform and
inspire people around the globe through the power of unparalleled
storytelling, reflecting the iconic brands, creative minds and innovative
technologies that make ours the world’s premier entertainment company.”
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The Walt Disney Company was originally founded by Walt Disney and his brother Roy Disney in
1923 as an animation company known as the Disney Brothers Cartoon Company. It began by
making short cartoons but released its first feature film, Snow White & The Seven Dwarves, in
1937. In 1955, its first theme park, Disneyland, was opened in Anaheim, California, and a little over
a decade later Walt Disney World was opened in 1966 in Orlando, Florida. In between then,
Disney went public on the New York Stock Exchange in 1957. From then on, Disney built a large
portfolio acquiring major intellectual properties and studios like Pixar, Lucasfilm, and Marvel

Studios. In recent years, Disney began emphasizing streaming content with the launch of Disney+
in late 2019.*

External Environment Analysis

Porter’s S Forces

Porter's 5 Forces assesses the intensity of what Michael E. Porter considers

the 5 major external forces on a business’s long-term profit.>
Competitive Rivalry
High, with intense competition existing between Disney and other major global entertainment firms such as Netflix and Comcast.?’
Threat of Substitutes
Moderate, given pressure from alternative digital entertainment options.
Threat of New Entrants
Low, due to capital intensity and strong brand barriers.
Buyer Power
High, as consumers have many low-cost alternatives.
Supplier Power
Moderate, especially from high value creative and sports rights suppliers.

PESTEL Analysis

PESTEL assesses the major types of forces from the surrounding environment of an

organization and their effects."

Political
Global operations make Disney especially sensitive to trade disruptions and geopolitical conditions domestically and abroad.
Economic
Company performance depends heavily on available discretionary consumer spending.?’
Social
Reliance on the ability to use storytelling and brand image to generate revenue while managing social expectations.
Technological
Uses Al alongside other established technologies to enhance personalization and platform efficiency.®
Environmental
Faces climate risks, especially in its Experiences segment, and invests in sustainability initiatives.®
Legal
Protects extensive intellectual property through copyrights and trademarks to sustain competitive advantage.

Internal Company Analysis
VRIO Analysis

VRIO assesses a firm’s internal tangible and intangible assets by their value, rarity, imitability, and

organizational fit."
Value

Disney’s assets generate value through diversified revenue streams across media, streaming, parks, and merchandise.?
Rarity
Its global theme park network and exclusive IP portfolio are unmatched in scale and scope.™
Imitability
High capital requirements, legal IP protection, and brand equity make replication extremely difficult.’
Organization
Disney’s vertically integrated structure allows it to fully exploit both tangible and intangible resources.

Value Chain Analysis

A value chain provides a framework to categorize and assess a firm’s activities.™

History

Supply Chain
Inputs center on intellectual property, creative talent, and licensed rights rather than raw materials.?
Operations
Content creation, broadcasting, streaming, and park management are tightly integrated across platforms.*
Distribution
Disney uses a hybrid model combining theatrical releases, streaming, broadcasting, and physical experiences.?
Sales & Marketing
Revenue is driven by cross-platform IP monetization, synergistic bundling, and strong global brand promotion.?
Service & Support
High service quality, technology investment, and workforce management reinforce customer loyalty and brand strength.?

SWOT Analysis

A SWOT analysis holistically evaluates an organization by detailing Strengths,
Weakness (internally focused), Opportunites, & Threat (externally focused). While the
prior internal & external analisies influenced the formation of this, a professionally
prepared SWOT for the Walt Disney Company by Marketline is also utilized.™

Weaknesses

» Reliance on a capital-intensive
operating model requiring high upfront
and ongoing investments.'

Long-term sports rights and
infrastructure commitments create rigid
cost structures and margin pressure.’
Organizational scale and complexity
reduce operational efficiency and
strategic flexibility.

Strengths

 An unmatched intellectual property
portfolio that enables monetization
across streaming, licensing,
merchandise, theatrical releases, and .
experiences."’

o Vertically integrated business model that
controls content creation, distribution, .
and customer experience.®

» Leveragability of a strong global brand
equity and customer loyalty to sustain
pricing power and long-term value

creation.’
Opportunities Threats
e Continued growth in global leisure and * |Intense competition across streaming,

attractions markets support expansion
of parks, resorts, and cruises.®

« Expanding global media, broadcasting, .
and digital advertising markets create
revenue growth potential.™

» Rapid growth in gaming, mobile, and .
cloudbased entertainment offers new IP
monetization avenues.®

media, parks, and consumer products
pressures market share and costs."®
Rising content acquisition and sports
rights expenses limiting pricing
flexibility."

Piracy and rapidly shifting consumer
preferences increase the risk of lower
returns on longterm content
investments.'

Financial Analysis

Disney, being a firm that maintains significant global operations, relies
heavily on its assets to generate revenue. Specifically, the sheer scale
of its fixed assets is what contributes to a reduced current ratio, debt-
to-asset ratio, ROA, and TAT in comparison to the industry. While this
does indicate inefficiencies within Disney’s asset usage, the company
benefits from a level of solvency in its ability to pay debt obligations via
both sale of assets and free cash flow expansion. This growth in free
cash flow, as measured by the EBITDA margin, is parallel to
increasing net profit margins in recent years, indicating durable,
momentous growth. These factors point to asset management
representing a bottleneck for the company’s long-term strategy, though

financials remain healthy.

Financial SWO'T Analysis

Strengths: Well-diversified revenue
streams, comparatively light debt burden,
and strong solvency.

Weaknesses: Low liquidity, turnover, and
profitability ratios in comparison to industry
peers.

Opportunities: Strong free cash flows
enable dividend expansion, share
repurchases, and debt paydown.
Threats: Macroeconomic disruptions
through inflationary pressure hamper
consumer discretionary spending on
entertainment and leisure.'**

Global Presence

International Operations

Disney's Profitability Margins From 2021-2025
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Disney operates globally through theatrical releases, TV distribution
in 240+ territories, Disney+ streaming, and theme parks in Japan,
China, and France, using “glocalization” to adapt content and

experiences to local cultures.>'#"% 28

Global Strategy,

Disney expands internationally through joint ventures and licensing
(e.g., Shanghai & Tokyo parks), reducing financial risk while
leveraging its intellectual property to generate revenue and build

global audiences.™

Challenges

Faces intense competition (streaming and theme parks), high
content and expansion costs, cultural/regulatory differences,
infrastructure risks, and global disruptions like COVID-19 impacting

operations.

Opportunities

Expansion into merging markets (especially India) through
partnerships, increased investment in localized content, and

continued growth of Disney+ to reach new global audiences.

Porter’s Generic Strategy,

Porter's Generic Strategy categorizes a firm by the type of
strategy it uses to create a sustainable competitive
advantage (Cost Leadership, Differentiation, or Focus).™

o The Walt Disney Company utilizes Differentiation: "a firm seeks to be unique in

its industry along some dimensions that are widely valued by buyers"'

e Targets a wide, global, mass-market audience of families, children, & adults.

o Offers uniquely valuable, emotionally resonant content and experiences.

e Doesn’t compete on price, and instead, charges premium prices for certain
offerings (ex. amusement parks, cruise lines).

e Avertically integrated structure on a scale that is practically irreplicable by
other companies.

o The strategy works so well for Disney because the entertainment industry is

driven by emotional connection and brand identity.
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Corporate Level Strategy

SWOT Quadrant

SWOT quadrants utilize a SWOT analysis to determine which of the internal & which of the
external factors have the greatest affect on an organization. The quadrant determination

can be used to decide what kind of strategic direction a firm acts towards.

Opportunities
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Quadrant 2:

Turnaround
Strategy

Weaknesses

Quadrant 1:

The Walt Disney Company falls in the
Strengths-Opportunites (SO) Quadrant

Aggressive
Strategy
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Strategy

Threats

» Strengths

Quadrant 4:
Diversification

SO Quadrant encourage aggressive
strategies and allow:

1. Offensive Growth

2.Global Expansion
3.Diversification
Examples: Major Acquisitions like Pixar,

Marvel, Lucasfilm, and 21st Century Fox

Rumelt’s Typology (Diversification)

Rumelt’s Typology categorizes firms by how they expand and have diversified their business.*’

Disney’s Typology: Related Diversification Company
Many revenue streams revolving around the global entertainment industry and relying
on shared intellectual properties.™

e Film Studios
e Theme Parks

Competitive Advantage

A competitive advantage is a unique attribute, resource, or
capability that allows a business to outperform its rivals.

The Walt Disney Company’s Competitive Advantage:
It's unique catalog_of Intellectual Property and

a long-trusted & beloved Brand ldentity.

o The Differentiation strategy works so well for Disney because the
entertainment industry is driven by emotional connection and brand identity.

o However, Porter cautions that Differentiators must continuously reinvest in
the source of their uniqueness, otherwise it risks erosion of its competitive

advantage.

e Disney must protect the special feeling of its brand and properties by
avoiding saturation of large IPs & holding stricter content guidelines
especially regarding its direct to streaming content.

e Streaming Platforms
e Cruise Lines

Business Level Strategy

Streams of Revenue:

Core Compentencies

Core competencies are unique, specialized capabilities,

e Television Networks
e Consumer Products

knowledge, or resources that set a company apart and help

it achieve a sustainable competitive advantage.

The Walt Disney Company’s Core Competencies:

1.World Class Storytelling
2.Trusted Brand Equity

3. Franchise Monetization Expertise
4.0wnership of Proprietary Distribution Channels

Strategice Gaps & Problems
Strategic Gap 2

Consumer preferences, especially in younger audiences, have shifted

Strategic Gap 1

Market saturation in the streaming services segment limits Disney’s
ability to capitalize on its most profitable product pipeline, with many
consumers citing the availability of other services as a reason for
withholding or halting spending on Disney+ subscriptions.*

Strategic Gap 3

Alongside this, Disney faces legal headwinds in further pursuit and
recapture of young audience with the advent of the Children’s Online

Privacy Protection Act and other global legislation like it, bringing increased

scrutiny and expenditures to effectively advertise to its ideal market.®
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highly competitive environment, and a market that is very sensitive to
uncontrollable, external factors.
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