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Euro Disneyland

– J. Stewart Black and Hal B. Gregersen

Overview

· January 1993 – Euro Disneyland chairman Robert Fitzpatrick resigns, one year after the grand opening – replaced by Philippe Bourguignon (formerly the SVP of real estate)

· This represented the end of US management of Euro Disneyland and it was hoped that leadership by the Frenchman would improve public relations, which had been very low (Disney had even had to compromise its “squeaky clean” image and no alcohol policy, conceding to allow wine at all major restaurants)

· Attendance was lower than expected in the first year (~10 million instead of 11 million) so prices were cut

· Second phase of development had been scheduled for September 1993 but currently did not have a financing source

Disney History

· Disney began and flourished due to the personal touches of Walt Disney himself (he was even the voice of Mickey).  Disney Land opened in CA in 1955

· After Walt’s death in 1966 the company declined – blamed on 2 particular CEO’s

· Walker (CEO 1976-83) was critical of others and made wimpy decisions, resulting in unsuccessful, bland movies and cancellation of the Walt Disney TV show

· Miller (CEO 1983-84) had one hit movie (Splash) during his tenure but many bombs; profit fell steadily and stock fell from $84 in April 1983 to $48 in Feb. 1984.  Some said Miller was only there because he had married the boss’s daughter

· Roy Disney (nephew of Walt) quit Disney in 1977 since he was snubbed for CEO; in 1984 he resigned from the board, with the result that the company was “raided, almost dismantled, greenmailed, raided again, and sued left and right” [I have no idea what these words mean – but the main point is that it resulted in the end in better management]…  Roy then convinced the board to bring in Michael Eisner as CEO, saying someone “a little crazy” was exactly what was needed.

Disney Land – Anaheim, CA

· Was Walt’s idea in response to the lack of family-type entertainment available for his 2 daughters

· Strove to generate the perfect fantasy, but relies on technology to keep up the fantasy

· Cleanliness is primary concern [lots of details in article about various cleaning jobs]

Disney World – Orlando, FL

· When Eisner became CEO, Disney World was already doing well, but not harnessing the potential profits of hotels – Eisner began $1 billion hotel expansion plan

· 1982 – EPCOT (Experimental Prototype Community of Tomorrow) Center added – consisted of Future World and World Showcase (collection of foreign villages)

Tokyo Disneyland

· Opened April 1983, huge success

· Attendance has been extremely high – by 1988, 50 million people had visited (equal to nearly half Japan’s population)

· Owned and operated by Oriental Land under license from Disney; Disney gets 10% of admissions and 5% of food and merchandise sales, plus licensing fees

· Success is attributed to the Japanese obsession with American culture – what visitors see is all very American but tailored to Japan (e.g. one Japanese restaurant added)

· Disney also maintained “squeaky clean” image with no alcohol allowed and no food allowed to be brought in from outside

· A couple cultural problems when building, such as trash – Disney wanted to use compactors, Japanese wanted to use pigs (yes, really) – but agreements were reached (in this case, the compactors won)

· Tokyo Disneyland coincided with the yen rising in value, leading to an era of affluence and a heightened interest in leisure

· Demographics also key to success – 30 million people live within 30 miles

Euro Disneyland – Marne-la-Vallee, France

· Robert Fitzpatrick (President) had been expected to win French support since he was fluent in French and married to “the former Sylvie Blondet” [hopefully a French person will tell us what this means in class]

· France and Spain had competed to get Euro Disney.  Spain offered tax and labor incentives and a lot of land; France was less generous but offered $53 million to improve highway access to the site and possibly a $75 million subway project

· Officials picked France because of location – close to a main tourism capital and a day’s trip from much of Europe

· Disney had a lot of bargaining power because they knew the French government wanted the deal – e.g. they got the tax on tickets lowered, got a lot of subsidized loans

· First Phase of development: $1.5-2 billion, involved amusement complex including hotels, restaurants, golf courses, an aquatic park, and the European version of the Magic Kingdom

· Second Phase: (expected to cost at least as much as First Phase and scheduled to begin in 1992) construction of a community around the park, including a sports complex, technology park, conference center, theater, shopping mall, university campus, villas, and condominiums.

· Nov. 1989 – announcement that Euro Disney would also include Disney-MGM Studios Europe – this was met with many requests to invest (the Disney-MGM park in Orlando was extremely successful)

· Euro Disneyland expected to generate 28,000 jobs in an area with over 10% unemployment

· Expected 11 million visitors in first year; break-even point was 7-8 million

Opposition to Euro Disneyland – Protests of Cultural Imperialism

· Protests by French communists and intellectuals (“cultural Chernobyl,” “I wish with all my heart that the rebels would set fire to Disneyland”… good stuff)

· Local farmers upset because the French government would appropriate the necessary land and sell it without profit to Disney

· Local officials sympathetic but not willing to miss the “deal of the century”

· The communist dominated labor federation (the CGT) also fought; thought members would be harmed, feared flexible hours imposed by managers

· Protests didn’t have much effect

· 1985 – Disney Channel became one of the top TV programs in France

· 1987 – Disney launched PR campaign to calm fears of politicians, farmers, villagers & bankers – included inviting 400 local children to a birthday party for Mickey Mouse.  Campaign proved to be a marvelous nonmarket strategy.

Financial Structuring at Euro Disneyland

· Eisner liked the project so much that Disney retained a 49% stake

· Initial offer price was higher than original prospectus estimate because capacity at park had been extended, and was expected to rise further, up to point where compound return would be 21%

· Disney put in $160 million, which rose to $2.4 billion after IPO, while French government put in $800 in low-interest loans and at least as much in infrastructure; other funders were 12 corporate sponsors

· Big payoff for Disney was in the 10% of admission fees and 5% of food and merchandise revenue (same deal as in Japan)

· Conflicting analyst reports on Wall Street – some bullish, some cautious

Layout of Euro Disneyland

· Distinctly American, but adapted somewhat

· “Main Street” was more ornate and Victorian, but still Main Street

· Discoverland based on themes of Jules Verne and Leonardo da Vinci

· American Wild West was stereotypical of Wild West (similar to movies)

· Fantasyland – somewhat different than US because of proximity of real castles and medieval towns.  The castles at Disney Land in CA and Disney World in FL were modeled after real European castles, but Euro Disney Land’s was more cartoon-like

· Captain EO – Michael Jackson attraction – appealed to European kids’ obsession with Michael Jackson

Food Service & Accommodations at Euro Disneyland

· Restaurants were “a showcase for American foods” but recipes were adapted for European tastes

· 6 theme hotels, campground, single-family homes around golf course

Disney’s Strict Appearance Code

· Disney had an extremely strict handbook on acceptable clothing, hairstyles, jewelry, makeup, etc. – very controversial but same as is used for the US parks (originally met with opposition in US too)

· French labor unions and other groups protested but Disney argued that other companies did same thing, e.g. airlines

· Another problem was getting French employees to smile and be polite to park guests

· Disney was required to make maximum effort to hire locally, but they also set up “casting centers” in other European cities to attract multilingual employees

Opening Day and Other Problems

· Opening Day attendance was about half what was expected

· The French were reluctant to stand in line for park attractions

· Other problems: 

· Change in French government in 1986 (some ground work was thrown out)

· American legalistic approach slowed process (planning for all possible contingencies)

· Efforts made to ensure that sooner rather than later European nationals would take over day-to-day running of the park

· Disney had a dispute with subcontractors over fees (contractors said Disney owed them for work that had been added after contracts were signed)

