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PREFACE

The Entertainment Economy Institute’s staff and the PMR Group, Inc. have worked
together over the past 10 years producing labor market reports and occupational
analyses for various segments of the entertainment industry. In these collaborative
efforts, problems and inadequacies in existing industry data became evident. In order
to address these problems, EEI and the PMR Group collaborated on a joint initiative to

establish the Entertainment Economy Institute (EEI).

In May 2002, the Entertainment Economy Institute (EEI) project team was awarded
funding from the Governor’s 15 percent discretionary Workforce Investment Act funds to
create a entertainment industry cluster research initiative. The main goal of EEI is to
generate accurate and relevant data using industry-specific methodologies. To this
end, EEI launched two research projects with one focusing on labor market information

and the other on production and industry output.
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EXECUTIVE SUMMARY

Introduction

Among the main problems that policymakers, researchers, and industry decision-
makers face when they deal with entertainment issues is the lack of accurate, timely,
and consistent information about the industry. The Entertainment Economy Institute

(EEI) was created to address these data problems.

The California’s Entertainment Workforce fills an important gap in the understanding of
recent trends related to jobs and workforce in the industry. EEI has accomplished this
by developing a unique methodology that expands and refines industry employment and
workforce statistics and allows for consistent analysis of labor market dynamics. EEI's
ability to develop such a customized approach is facilitated by access to critical
information, contacts and resources within the entertainment industry that are not
available to other research organizations and state agencies. As a result, this report
provides an important new look at the labor market dynamics of the entertainment

industry.

This report describes employment in the entertainment industry based primarily on
confidential data from the California Employment Development Department as well as
data from industry sources. The report also provides an analysis of the entertainment
industry workforce for the period 1991-2002. It does not measure other economic

issues related to the entertainment industry.

In order to reflect more thoroughly the significance of the entertainment industry to the
state of California, an expanded definition of the businesses that constitute the industry

was developed:

Those firms that specialize in different segments of production,
distribution, and exhibition of imaged entertainment products. These
products include feature films, television series, movies-of-the-week,

music videos, television commercials, and educational and industrial films.

© December 2004 EEI Viii



California’s Entertainment Workforce

This definition includes several groups of employees not traditionally included, such as
employees of: 1) Television Broadcasting Stations, 2) Cable and Other Pay Television
Services, 3) Other Entertainment Establishments (example: including firms specializing

in equipment rental, catering, and accounting that provide services to the industry).

Entertainment Industry Employment

Industry employment is measured by the number of jobs generated by establishments
in eight entertainment sectors: production, production services, distribution, theaters,
video tape rental, cable, television broadcasting, and other entertainment. The analysis
of employment trends covers the period from 1991 to 2002. It provides an
understanding of employment opportunities in these sectors and considers the trends

within a broader state and national context.
Specific findings from employment analysis include:

Employment in the entertainment industry grew faster than state private
employment. In 2002, the industry generated 294,000 jobs, an increase of about 29
percent from 1991 — compared to 17 percent for state private employment. Despite
these overall gains, there was also a shorter term decline in jobs since a peak of
326,000 jobs in 1999. The contraction and expansion of employment in the industry
parallels cyclical trends observed in national and state employment. Between 1991
and 2002 employment in the industry is characterized by three periods: stagnant

employment in 1991-93, rapid expansion in 1994-99, and decline in 2000-02.

In 2002, with almost 90,000 jobs, the production sector remains the largest employer
in the entertainment industry and has grown by 25 percent since 1991. However,
leading sectors in terms of job growth were production services and cable, which

grew by 108 percent and 61 percent respectively.

Average payroll wages in the entertainment industry remained consistently higher
than average private sector wages in California. In 2002, annual average payroll in
the industry was $56,253 compared to $40,769 for California private sector average
payroll. Trend analysis shows that during the peak growth years of 1998 to 2000,
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the gap between annual average payroll in the industry and California private sector
wages narrowed. This resulted from sharp increases in private sector wages during

this period, and a relative slow-down of entertainment wages.

The entertainment industry’s main cluster in Los Angeles is expanding
geographically into other southern California areas. In 2002, there were 6,560
entertainment establishments in Los Angeles County. In the adjacent areas of
southern California, there were 1,695 establishments. The number of entertainment
establishments in the other southern California region grew by 32 percent, the

fastest in California.

Entertainment Workers

The analysis of the entertainment industry workforce is based on an original
methodology developed by EEI to better understand the size of the entertainment
workforce, levels of worker participation, employment patterns and earnings among
entertainment workers. The analysis covers a 12-year period between 1991 and 2002.
EEI also created three different groups of entertainment workers — Core, Intermittent,
and Peripheral — based on their level of attachment to the industry. Employment and

earnings of these three groups were compared and analyzed.

The following findings were drawn from the analysis of California’s entertainment

workers:

The entertainment industry workforce was made up of almost 400,000 workers in
2002. The workforce grew at a rate of 35 percent between 1991 and 2002, more

than twice as fast as the California labor force.

Entertainment workers faced a competitive labor market environment. The “jobs-to-
workers” ratio, which indicates the number of entertainment jobs available for each
worker, ranged from a low of 0.67 in 1993 to a high of 0.79 in 1997. A ratio of less
than 1 suggests that more than one worker is available for every job. As a result, in
any given year, almost half of entertainment workers relied on non-entertainment

jobs for their primary income.
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Entertainment workers had more than one employer in any given year. In 2002,
entertainment workers in production had an average of 2.3 employers and workers
in production services had 2.6 employers. In comparison, those entertainment
workers who earned their primary income from non-entertainment jobs had only 1.7

employers.

Core entertainment workers represent the essential labor pool for the entertainment
industry. They worked more than 75 percent of their active quarters in entertainment
during the 1991-2002 period. In 2002, there were 110,641 Core workers, an
increase of 17 percent since 1991. However, Core workers as a share of the
entertainment workforce declined from 38 percent in 1991 to 33 percent in 2002.
This was largely due to absolute increases in the number of Intermittent and

Peripheral workers.

During the expansionary period in the second half of 1990s, Intermittent workers
became the largest of the three groups of entertainment workers. In the 2000-02
period when the industry employment was on the decline, the number of Intermittent

workers also began to decline.

Entertainment workers earned an average of $70,480 from their entertainment jobs
in 2002, significantly higher than the state’s annual average pay of $41,419.
However, a large difference between average and median earnings in entertainment
sectors highlighted a wide disparity between high and low income earners. The
difference was much more marked among Core workers. For example, in
distribution, average earnings were more than $100,000 higher than the median
earnings. In comparison, for Peripheral workers, average earnings in the same

sector were only $14,787 more than the median earnings.

Workers in each of the three groups earned similar wages whether they worked in
entertainment or outside of entertainment. This suggests entertainment workers are

able to command relatively high wages even outside of entertainment.
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Conclusion

This report reveals significant employment and workforce dynamics that contribute to
the competitive advantage of the entertainment industry in California. The employment
and workforce data indicated that during the last 12 years, the industry experienced
cyclical trends. The industry relied on workforce flexibility to respond to changes in
labor demand during periods of expansion and contraction. Furthermore, the
entertainment workforce is made up of different classes of workers who depend in
varying degrees on entertainment and non-entertainment jobs. Historically, above
average wages in the entertainment industry attracted workers and ensured a steady

supply of skilled labor despite employment uncertainties and regular unemployment.

The report shows the need for additional research in a number of areas. For example,
research is needed to identify complementary entertainment and non-entertainment
sectors and specific cross-industry skills sets. Similarly, further research is needed to
explore levels of specialization taking place within industry sectors at levels below
aggregations of standard industrial classifications. This is particularly useful for
understanding the effect of new technologies, and identifying emerging occupations and
critical skills sets. Such research supports the competitiveness of the industry and
provides tools for implementing appropriate and relevant workforce development and

training strategies.
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1 INTRODUCTION

This report fills an important gap in the understanding of recent trends related to jobs and
workforce in the entertainment industry. Among the main problems that policymakers,
researchers, and industry decision makers face when they deal with entertainment issues
is the lack of accurate, timely, and consistent information about the industry. In fact, the
U.S. Department of Commerce in its recent study of the industry acknowledged the

problem in the following statement:

“Decades of experience, creativity, and growth have made film production
and distribution one of the economically important industries in the United
States. Unfortunately, our official statistics are woefully deficient due to the
intangible nature of the industry and the fleeting, temporary, and seasonal

aspects of the production process.™

The data problems consist of insufficient detail, inconsistent coverage, inaccuracies, lack
of historical perspective, and insufficient depth of knowledge about various production
and employment practices specific to the industry. These various conceptual, definitional
and statistical problems require continuing attention. Good quality data will provide a
basis for industry wide consensus on facts and serve as a prerequisite for sound policy

analysis.

This report describes employment in the entertainment industry that was primarily
reported to the California Employment Development Department and provides an
analysis of that workforce for the period 1991-2002. It does not measure other economic

issues related to the entertainment industry.

1.1 A Customized Research Approach

This report integrates lessons learned from previous efforts and develops a methodology

tailored specifically to the entertainment industry. EEI's ability to develop such a
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customized approach is facilitated by its access to critical information, contacts and
resources within the entertainment industry that are not available to other research

organizations and state agencies.

A combination of government and industry data sources was needed to create the EEI
research data set, which provided the basis for this report. The research data set was
derived from confidential employment records of individual employers and employees that
were identified for the entertainment industry in California. The data set covers a period
of 12 years between 1991 and 2002. To ensure confidentiality, no individual level data
was released and the employment statistics developed by EEI were reported as

aggregates.

1.2 Research Objectives and Questions

The research objective of EEI is twofold. First, EEI set out to develop a methodology for
compiling data specifically suited to the analysis of the entertainment industry. Such data
avoided limitations found in existing reporting methods. Second, based on the improved
labor market data, EEI conducted a comprehensive analysis of industry employment
trends. The analysis concentrated on highlighting the functioning of the entertainment

labor market and employment experiences of the industry’s large and diverse workforce.

This report focuses on two key aspects of entertainment industry employment. First, the
report examines industry jobs and employment growth trends over the 12 year period
using the following set of questions as research guides:

What is the pattern of job growth in the industry?
Which sectors are leading sectors in terms of job growth?
How is employment affected by cyclical or structural changes in the industry?

How have wages in the industry changed over time?

! The Migration of U.S. Film and Television Production, January 2001 (p.5).
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Second, the report investigates entertainment workforce characteristics. The workforce
analysis addresses labor market dynamics and structure that are particular to the
entertainment industry. The workforce analysis was designed to examine issues such as
high variability in employment patterns among different groups within the entertainment
workforce and industry sub sectors, the structuring of the labor market between groups of
workers with regular and frequent employment and secondary groups of workers with less

regular employment patterns, and finally employment mobility across industries.

In this effort, this report addresses the following set of questions related to size of the

workforce, employment and earnings among entertainment workers:

What is the size and composition of the entertainment workforce and how has it

changed over time?
How much are entertainment workers earning in the entertainment industry?

Do entertainment workers rely on earnings from other industries?

1.3 Organization of this Report

The research findings on entertainment industry employment and workforce are
organized into two chapters. Chapter 3 on industry employment trends highlights
changes in employment in terms of job growth between 1991 and 2002. It provides a
context for assessing these trends by making connections to state and regional
employment trends, examining changes in the industry in terms of number of
establishments, establishment size and location, and analyzing changes in industry
payroll.

Chapter 4 presents the analysis of the entertainment industry workforce. The analysis
focuses on the size of the entertainment workforce, levels of worker participation,
employment patterns, and earnings among entertainment workers. Through the
identification of three different groups of entertainment workers — Core, Intermittent, and
Peripheral — the workforce analysis highlights particular employment practices in the

industry and their impact on workers’ employment and earnings patterns. The chapter
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also discusses the interdependence between the entertainment industry workforce and

non-entertainment employment.
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2 RESEARCH METHODOLOGY, DATA AND DEFINITIONS

2.1 Introduction

To conduct industry employment and workforce analyses, two types of data were
developed: information on employers and information on workers. Information on
employers included data on payroll, number of jobs, and establishment location and size.
Establishments refer to the physical location of employers and are different from firms
which may have many establishments in different locations. This information was used to
understand the source of employment, the structure of the industry (i.e. sectors) and how

industry employment changes over time.

Information on workers was developed to conduct an analysis of the employment and
earnings patterns of individual workers. Because the entertainment industry regularly
employs workers on a project basis, particularly in the production sector, employment
patterns are significantly different in the entertainment industry than in other industries

where traditional employment is more common.

Entertainment workers were also tracked because the number of jobs reported by
establishments does not accurately reflect employment in the industry. This results from
the project driven nature of employment where one worker can hold several jobs during a
year. Moreover, one job in a given year can be held by more than one worker. In fact,
entertainment worker data reveals that the number of entertainment workers greatly
exceeds the number of jobs in the industry. Worker data therefore, provides a unique

view of the industry that is not captured in standard employment numbers.

2.2 Entertainment Industry Employer Data

EEI's employer research data set was derived from the California EDD’s Covered
Employment and Wages Program database that contains information on private sector
employers and wage and salary workers covered by California Unemployment Insurance

(Ul laws. This program covers about 1.1 million employers and 15 million jobs. Using a
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unique definition of the Entertainment Industry developed by EEI, data on jobs,

establishments, and payroll over the period 1991 to 2002 were extracted for analysis.

In order to reflect more thoroughly the significance of the entertainment industry to the
state of California, an expanded definition of the businesses that constitute the industry

was developed:

Those firms that specialize in different segments of production,
distribution, and exhibition of imaged entertainment products. These
products include feature films, television series, movies-of-the-week,

music videos, television commercials, and educational and industrial films.

This definition includes several groups of employees not traditionally included, such as
employees of: 1) Television Broadcasting Stations, 2) Cable and Other Pay Television
Services, 3) Other Entertainment Establishments (example: including firms specializing in

equipment rental, catering, and accounting that provide services to the industry). 2

Table 1 below provides the number of establishments by sector in 2002.

EEI recognizes that entertainment can be defined more broadly to include firms engaged in production
and distribution of other forms of entertainment products, particularly video games and music
recordings. However, for this funding cycle, it was decided that the focus wouldl be on screen-based or
filmed entertainment products in order to maximize the use of limited resources.
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Table 1: Entertainment Industry Definition and Number of Establishments by SIC, 2002

. No. of
SIC Entertainment Industry Establishments
7812 Motion Picture and Video Tape Production 5,196
7819 Services Allied to Motion Picture Production 1,894
Motion Picture and Video Tape Distribution and Services Allied to
782x . . Y 265
Motion Picture Distribution
783X Motion Picture Theaters and Drive-In 550
7841 Video Tape Rental 2,129
4833 Television Broadcasting Stations 294
4841 Cable and Other Pay Television Services 627
Other Entertainment Establishments 2,509
Total Establishments 13,464

In addition to utilizing commonly used classifications for the Entertainment Industry, such
as SIC 78, EEI's research data set included additional sectors that capture a significant
number of establishments that are usually excluded. By adding these firms, EEI sought
to provide a more accurate representation of the Entertainment Industry and employment.
The television and cable sectors were added, as well as a new unclassified sector called
“Other Entertainment Establishments.” These firms were identified from industry
directories, vendor lists, and union signatory lists. Table 2 shows the breakdown of the
“Other” category by traditional SIC code.
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Table 2: Top 9 Other Establishments Sorted by Number of Establishments, 2002

e | e
7389 Business Services 582 (23%) 4,880 (11%)
8999 Miscellaneous Services 321 (13%) 803 (2%)
7929 Bands Orchestras & Actors 283 (11%) 809 (2%)
7922 Theatrical Producers & Misc. Services 123 (5%) 1,173 (3%)
8721 Accounting Auditing & Bookkeeping 80 (4%) 8,663 (19%)
7359 Equipment Rental & Leasing 65 (3%) 1,256 (3%)
7363 Help Supply Services 62 (3%) 5,052 (11%)
3652 Records & Prerecorded Tapes 46 (2%) 1,047 (2%)
7336 Commercial Art & Graphic Design 44 (2%) 382 (1%)

Table 2 shows that the majority of the establishments in the “other entertainment”
category were production services firms. About 52 percent of all other entertainment
establishments were classified as Business Services, Miscellaneous Services, Bands
Orchestras, and Actors, and Theatrical Producers & Misc. Services. In terms of
employment, the largest sector is Accounting, Auditing and Bookkeeping, which contain
about 22 percent of employment. Almost half of total employment is made up of
Accounting, Auditing and Bookkeeping, Business Services, and Help Supply Services.

The rationale for including these firms in the definition of the Entertainment Industry is that
they depend on the Industry for a large portion of their business. It was also assumed
that these firms provide goods and services that are critical for the efficient production,
distribution, and exhibition of filmed entertainment. Therefore, they have a strong
connection to the Entertainment Industry. To be sure of the relationship, further study is

needed.
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2.3 Entertainment Industry Worker Data

The organization of production in the entertainment industry is project-based and
decentralized. Unlike conventional career employment, project-based employment is
typically short-term and sensitive to changes in the business cycle. Workers may also
have several different employers throughout a year, and mobility across different sectors
is common. As a result, earnings and employment histories may vary substantially from

worker to worker.

In order to analyze the distinct employment patterns of entertainment industry workers, a
worker data set was developed from EDD’s Base Wage Database. This data set was
created from the employment records of individual workers who were employed by the

establishments in our entertainment industry definitions (see Table 1, p.7).

The entertainment worker was defined through several methodological steps. First, while
conceptually it could be argued that all employees of entertainment establishments are
entertainment workers; this was not particularly useful for the purposes of this project.
The reason is that since this project investigates long term patterns of workers’
employment, earnings, and attachment to the industry, including occasional employment
in the entertainment industry is likely to distort the characteristics of the entertainment
workforce and employment patterns. For example, grouping career entertainment
workers with individuals who worked at a local theater for a summer would bias the final
analysis by treating these two very different groups of workers as one group. Therefore,
the employees of Motion Picture Theaters and Drive-In (SIC 783) and Video Tape Rental
(SIC 7841) establishments were excluded.

Additional exclusionary rules were applied to further refine the definition of entertainment
industry workers. Workers were excluded if between 1991 and 2002 they 1) had less
than 8 quarters of wages, 2) had less than 10 percent of their active quarters in

entertainment, and lastly 3) had more than 10 employers a quarter.

Table 3 shows the tabulation of the various elimination procedures used in the process of
defining entertainment workers. By applying the exclusionary rules described above,
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788,325 entertainment workers were identified for the 1991-2002 period. The wage

records of these workers became the universe for the workforce analysis.

Table 3: Entertainment Industry Worker Definition

Procedure Exclusion Rule Number of Percent
Workers

At least one quarter employed in
Wage record match entertainment between Q1 1991 1,530,848 100%
and Q4 2002

<10% active quarters in

Non-entertainment workers . 385,523 25%
entertainment

Short-term workers <8 quarters of wages 348,251 23%

Possible record error >10 wage records/quarter 8,749 1%

Total number of workers in the 788,325 510

industry data set

2.4 Entertainment Worker Classification

An entertainment worker classification was created to capture the employment and
earnings trends among different classes of entertainment workers. This breakdown is
very useful in highlighting differences in earnings, employment patterns, and stability for
different workers in the entertainment industry. Table 4 shows the breakdown of workers
into three groups: Core, Intermittent, and Peripheral. These classifications were created
based on a worker’s level of attachment to the industry. The assumption here is that
different levels of attachment to the industry will yield important differences in employment

patterns and earnings.
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Table 4: Entertainment Industry Worker Classification

Ent\(j\;toasli]en:ent Percent of Active Quarters in Number of Percent
e Entertainment (1991-2002) Workers
Classification
Core 75% - 100% 263,233 33%
Intermittent 25% - <75% 286,347 36%
Peripheral 10% - <25% 238,745 30%
Total 788,325 100%

2.5 Entertainment Industry Regions

Employment patterns have important regional implications. Consequently, EEI collected
data on establishment location to estimate the regional impact of employment trends.
The regional definitions in Table 5 were developed to illustrate regional growth patterns.
Broad regional breakdowns were designed to protect the identities of individual

establishments.
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Table 5: Regional Definitions

Regions Counties

Alameda, Contra Costa, Marin, Napa, San Francisco, Sam Mateo, Santa

Bay Area Clara, Santa Cruz, Solano, Sonoma

Colusa, El Dorado, Fresno, Glen, Kern, Kings, Madera, Merced, Monterey,
Farm Belt Placer, Sacramento, San Benito, San Joaquin, San Luis Obispo, Stanislaus,
Sutter, Tulare, Yolo, Yuba

Los Angeles Los Angeles

Alpine, Amador, Butte, Calaveras, Del Norte, Humboldt, Inyo, Lake, Lassen,

Il\\l/lorth a_nd Mariposa, Mendocino, Modoc, Mono, Nevada, Plumas, Shasta, Sierra,
ountain s ;L

Siskiyou, Tehama, Trinity, Tuolumne
Other Southern Orange, Riverside, San Bernardino, Imperial, San Diego, Santa Barbara,
California Ventura
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Figure 1. California EEl Regions
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3 ENTERTAINMENT INDUSTRY EMPLOYMENT

3.1 Introduction

This section analyzes employment trends in the entertainment industry from 1991 to
2002. Industry employment is measured by the number of jobs generated by
establishments in eight entertainment sectors: production, production services,
distribution, theaters, video tape rental, cable, television broadcasting, and other
entertainment (see Table 1.) The analysis of employment trends provides an
understanding of employment opportunities in these sectors and considers the trends
within a broader state and national context. In addition, leading sectors in employment,
establishment, and payroll are identified. Employment opportunities are further
explored through the analysis of changes in sectoral composition, establishment size,

and regional concentration.

This analysis highlights the following points about employment in the entertainment

industry:

Employment in the entertainment industry grew faster than state private
employment. In 2002 the industry generated 294,000 jobs, an increase of about 29
percent from 1991 — compared to 17% for state private employment. Despite these
overall gains, there was also a shorter term decline in jobs since a peak of 326,000
jobs in 1999. The contraction and expansion of employment in the industry parallels
cyclical trends observed in national and state employment. Between 1991 and 2002
employment in the industry is characterized by three periods: stagnant employment
in 1991-93, rapid expansion in 1994-99, and decline in 2000-02.

In 2002, with almost 90,000 jobs, the production sector remains the largest employer
in the entertainment industry and grew by 25 percent since 1991. However, leading
sectors in terms of jobs growth were production services and cable, which grew by

108 percent and 61 percent respectively.
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Wages in entertainment jobs remained consistently higher than average private
sector wages in California. In 2002, annual average payroll in the industry was
$56,253 compared to $40,769 for California private sector average payroll. Trend
analysis shows that during the peak growth years of 1998 to 2000, the gap between
annual average payroll in the industry and California private sector wages narrowed.
This resulted from sharp increases in private sector wages during this period, and

relative slow-down of entertainment wages.

The entertainment industry’s main cluster in Los Angeles is expanding
geographically into other southern California areas. In 2002, there were 6,560
entertainment establishments in Los Angeles County. In the adjacent areas of
southern California, there were 1,695 establishments. The number of entertainment

establishments in this region grew by 32 percent, the fastest in California.

The employment trend analysis is based on establishment data derived from the ES-
202 database maintained by the California Employment Development Department. The
ES-202 data covers 1.5 million employers in the state of California. EEI extracted from
the data set individual records containing information about numbers of employees, total
payroll, and industry classification. This data was then aggregated by industry sector

and region to maintain confidentiality.

3.2 California Entertainment Employment Trends

The entertainment industry in California experienced substantial growth in the number
of jobs over the period from 1991 to 2002. In 2002, employment in the entertainment
industry reached more than 294,000 jobs, an increase of about 29 percent from 1991.
Despite these overall gains, there was also a shorter term decline in jobs since a peak
of 326,000 jobs in 1999 (Figure 2). Today’s employment level stands close to its 1996
level. Entertainment employment as a share of total private employment in California
has also grown from 2.2 percent 1991 to 2.4 in 2002. This share declined from a peak
of 2.8 percent it had reached during the period of 1997 to 1999 (Figure 3).
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Figure 2: California Entertainment Industry Jobs, 1991-2002
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Figure 3: Entertainment Employment as Percent of California Private Employment, 1991-2002°
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® Total private employment statistics are from Bureau of Labor Statistics, State and Local Employment.
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3.2.1 Three Periods of Growth and Decline

Over the study period, employment in the entertainment industry was generally more
volatile than the overall state employment. From 1991 to 2002, jobs in the industry
grew at twice the rate of the overall economy, but also suffered more severely during
down years. Industry employment also varied considerably more than state
employment from year to year, suggesting that entertainment is sensitive to the
business cycle. This volatility is reflected in three periods of growth and contraction:
1991 to 1993, 1994 to 1999, and 2000 to 2002.

1991 to 1993: Employment Stagnates

This period was characterized by a recession and loss of employment. The national
economic recession hit California particularly hard. Real Gross Domestic Product grew
at an annual average of less than 2 percent over this three year period, while California
Gross State Product declined by an annual average of 1 percent. National employment
also declined by 3 percent over this period. These factors had a big effect on the
California and entertainment industry employment. As shown in Figure 4, total
California private employment from 1991 to 1993 declined by 3 percent. By
comparison, entertainment industry employment declined at twice that rate and lost

more than 6 percent of its jobs.
1994 to 1999: Boom Times for the Industry

This period marks a recovery and rapid expansion in entertainment industry
employment. The national economy grew at an annual average of 4 percent over this
period, while California grew by an average of about 4.5 percent annually. The
economy was riding high as Internet stock prices soared and consumer demand
remained strong. National employment grew by about 14 percent while California
employment grew by 17 percent. The entertainment industry grew by more than twice

the rate of California at 38 percent (Figure 4).

© December 2004 EEI 17



California’s Entertainment Workforce

2000 to 2002: Cooling Off and Decline

Since the expansion of the industry in the latter half of the 1990s, growth in
entertainment jobs leveled off and then declined. The national economy actually
continued to grow at about 2 percent; half the average rate of the expansion in the
1990s. The California economy also slowed to almost zero annual growth in 2001.
National employment and California employment both declined by 2 percent and 1.3
percent respectively. Entertainment industry jobs however, declined by almost 9

percent (Figure 4).

Figure 4: Rates of Employment Growth in CA Private Industry and Entertainment
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3.2.2 Sectors with Employment Growth

Employment data by sector show that the entertainment industry is dominated by
production and production related services. The production sector fuels the growth of
other entertainment sectors, particularly production services sector and other
entertainment that provide production related goods and services. The employment in
production services has grown much faster than employment in production over the 12-

year period.
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The distribution of employment by sector is presented in Figure 5. In 2002, with almost
90,000 jobs, the production sector was the largest employer in the entertainment
industry. This sector is comprised of production companies that are engaged in the
business of making feature films, television shows and movies, television commercials,
educational and industrial films. As expected, the production services and other
entertainment sectors were the second and third largest employers in 2002. Production
services represent the officially recognized set of secondary firms that provide goods
and services to firms involved in physical production. They include camera rental and
equipment supplies, and prop houses. Additional service firms were identified by EEI
and are included in the category labeled “other entertainment.” “Other entertainment”
includes catering companies, and firms providing business services like payroll, legal
advice, and accounting. In 2002, there were more than 66,000 production services

jobs and more than 45,000 “other entertainment” jobs.

Figure 6 shows that the leading sector in terms of employment growth was production
services where the number of jobs increased by 108 percent. It added more than
34,000 jobs between 1991 and 2002. Fueling the growth of the service sector, the
production sector added more than 18,000 jobs, and grew by about 25 percent. The
“other entertainment” sector grew more slowly than the industry average at only 1.5
percent until 2001 and then declined by 5 percent, resulting in a loss of 11 percent of
jobs over the 12-year period. This sector, although containing many service type firms,
may in fact be less influenced by the changes in production activities because these

firms may also rely on business outside of the industry.

Other leading growth sectors were cable and television broadcasting.* Establishments
in cable and television broadcasting sectors are primarily engaged in the delivery of

television programming. These firms generate their revenue from advertising and

Recently, with the relaxation of “syn-fin” rules, television networks have been increasingly engaged in
producing their own programs. These trends brought on by regulatory changes are bound to have a

significant impact on the entertainment industry as a whole and on specific sectors. Further research
is required to fully explore the implications on the industry and the workforce.
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subscriber fees and therefore follow a slightly different business cycle than other
entertainment firms in production or distribution. Television and cable employment grew

by 29 percent and 61 percent, respectively.

Figure 5: Entertainment Industry Jobs by Sector, 1991 and 2002
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Figure 6: Percent Change in Entertainment Industry Jobs By Sector, 1991-2002
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3.3 Payroll and Wages in the Entertainment Industry

Average annual payroll in the entertainment industry was consistently higher than in the
California private sector (Figure 7). Payroll expenditures refer to the sum of wages and
salaries paid out by employers in the industry. In 2002, the average industry payroll
was about 38 percent or $15,500 higher than the average private sector wages in
California. Moreover, between 1991 and 2002, entertainment payroll grew faster than
average wages in California’s private sector. This long-term trend masks a recent

convergence in wages between the entertainment industry and California private sector.

Paradoxically, this convergence trend is most noticed in the mid- and late 1990’s, which
was a period of rapid expansion in California’s economy in general and in the
entertainment industry in particular (Figure 8). The reason for the relatively slower rate
of growth in entertainment payroll can be attributed in part to the availability of a second
tier of lower paid workers. This meant that the industry did not have to pay a premium
for its rapid and expanded demand for labor. These findings are also corroborated by
the workforce analysis, which shows a surge of employment among a second-tier of

entertainment workers.

Figure 7: Average Annual Payroll for Entertainment Industry and CA (in 2002%)
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Figure 8: Changes in CA Private Sector Average Payroll and Entertainment Industry Average Payroll

and Employment (1991 base year)
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3.3.1 Leading Sectors in Payroll

Except for video rental and theaters, annual average payrolls in entertainment sectors
were higher than average private sector wages in California. With an annual average
payroll of $105,718 in 2002, distribution was clearly the leading sector in terms of
payroll. It grew at a phenomenal rate of almost 100%, from about $53,000 (in 2002
dollars) in 1991 to $106,000 in 2002. This may be further evidence of the profitability of
consolidation of distribution activities, given that employment and the number of

establishments have declined in this sector.

Television and cable paid at or above the industry average in 2002. Television paid
relatively high wages of $74,000 while cable paid just below the industry average at
about $54,000. Although television generally paid higher wages than cable employers,
average payroll grew faster in the cable sector than in television. From 1991 to 2002,
television payroll grew at a rate of 15%. By comparison, average annual payroll in the
cable sector grew by more than 58%.

Over the period, average payroll in production grew by about 28 percent. Other

entertainment also grew by about 17 percent. However, average payroll in the services
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actually declined by 2 percent. Average wages in the three sectors varied in 2002. In
2002, production was the highest paying sector of the three at about $82,000 a year
compared to about $48,000 and $50,000 for services and other. Only production was

higher than the industry average of $56,000.

Figure 9: Average Annual Payroll by Sector, 1991 and 2002
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3.4 Establishment Size and Location

An examination of establishment size and location adds an important context to the
discussion of industry employment trends. Most people associate the entertainment
industry with the seven major studios — Disney, MGM, Paramount, Sony, Twentieth
Century Fox, Universal, and Warner Bros. — however, the industry is actually made up
of mostly very small firms that have less than 20 employees. The establishment
location data confirm that the industry is concentrated in the Southern California region,

but it also highlights smaller concentrations of entertainment establishments throughout

the state.
Entertainment Industry Is Made Up of Small Establishments

The majority of employers in the entertainment industry are small firms employing less

than 20 employees. During the 1991-2002 period, the size composition of the industry
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changed very little. In 2002, small firms made up more than 80 percent of the industry
and had gained 1,396 establishments since 1991. Large firms, those with 250 or more
employees, make up a very small portion of the industry. Even looking across sectors,
small firms made up about 60 percent or more of employers in each sector with the

exception of Theaters and Drive-ins.

Figure 10: Entertainment Establishments by Size, 1991 and 2002
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Figure 11: Distribution of Entertainment Establishments by Size and Sector, 2002

o I I :

60% +— —_
40% +— —
20% 4+— —_
0% T T T T T T T
1 o 5 K 3 372 3 =
a o o kS < S 3 ]
© & O a a0 S 5
< > <
= ~ O
S1-19 m S20-49 B S50+

© December 2004 EEI 24



California’s Entertainment Workforce

State-Wide Presence and Regional Concentration

Establishment location data presented in Table 6 show that entertainment
establishments were located throughout the state in 2002 with strong concentrations in
Los Angeles County and the rest of the Southern California region. Los Angeles County
was the largest region with 6,560 establishments. In 2002, two regions, Los Angeles
County and Other Southern California, accounted for about 78 percent of all
establishments.” The Bay Area region accounted for 11 percent of all establishments

with a total of 1,182 establishments.

The fastest growing region in 2002 was Other Southern California counties, which
increased by about 32 percent (Figure 12). Los Angeles County also experienced
significant growth, increasing its number of establishments by about 22 percent. The
Bay Area, another significant cluster of entertainment firms, lost establishments, while

the Farm Belt and North and Mountain counties remained relatively small.

Regions are defined by aggregation of counties except Los Angeles. Regional data accounted for
about 80 percent of the total establishments. Confidentiality requirements and other data
inconsistencies attributed to less than full account of the establishments in regional data. An average
of 3.5 percent of establishments was not assigned to a particular region because the location was
unknown, multi-county or out-of-state. When these establishments are excluded from the total, the
share of Los Angeles and Other Southern California regions goes up to almost 80 percent.
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Table 6: Establishments by Region, 2002

Other Southern North and
Los Angeles California Bay Area Farm Belt Mountain
1991 5,395 1,285 1,282 780 212
(59%) (14%) (14%) (9%) (2%)
2002 6,560 1,695 1,182 684 160
(62%) (16%) (11%) (6.5%) (1.5%)
Figure 12: Establishment Growth by Region, 1991-2002
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Figure 13 compares the sectoral changes that have taken place between 1991 and
2002 in the three regions, Los Angeles, Southern California and the Bay Area. The Bay
Area region lost establishments in distribution, cable and other services. But it gained
establishments in production and production services. Los Angeles gained
establishments in all sectors except distribution. In Southern California, all sectors

gained establishments.

These changes suggest that the entertainment industry cluster that is centrally located
in Los Angeles is spreading out to the rest of Southern California. The cluster attracts a

diversity of businesses across the different sectors. By comparison, the loss of
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establishments in production services and distribution in the Bay Area suggests that the
region has not yet developed a full entertainment cluster. However, with large
increases in the number of production establishments, the Bay Area remains a strong

secondary production center in the state.

Figure 13: Rate of Establishment Growth by Region, 1991-2002
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3.5 Conclusion

The employment analysis identified cyclical trends that affect employment in the
entertainment industry. The analysis shows that the entertainment industry closely
matches larger state and national employment trends. Periods of contraction and
expansion of private sector employment at the state level were paralleled by similar
changes in the entertainment industry. Since 1994, the rate of growth in the
entertainment employment was faster than in California’s private sector. This resulted
in an increase in the industry’s share of California private sector employment in 1991
and 2002, despite a slight decline since 1999. However, average payroll during this
expansionary period grew at a slower rate, which suggests that employment growth

absorbed a second tier of workers that commanded lower wages.
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The concentration and growth of employment in production and services indicate that
the entertainment industry in California remains strongly competitive despite
globalization trends, technological changes, and competition from abroad. Furthermore,
faster than average growth in the production services sector signals a deepening
specialization of the cluster. Along with sectoral growth, there is strong evidence that
the Los Angeles cluster is expanding geographically into adjacent areas of Southern

California.
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4 WORKFORCE PARTICIPATION, SEGMENTATION, AND EARNINGS

4.1 Introduction

In 2002, there were about 400,000 entertainment workers in the state of California.
Some of these workers were employed in “traditional” employment arrangements where
there was an expectation for ongoing employment. However, a large majority of
entertainment workers were employed in “alternative” forms of employment
arrangements where there was no such expectation. Alternative forms of employment
include temporary, self-employment, seasonal, project-based, and contract
employment. All of these have been recently linked to industries that are part of the

growing “new economy.”

Alternative employment arrangements, particularly project-based employment, have
been common practice in the entertainment industry for the past several decades.
Project-based employment in the entertainment industry means workers are hired on a
specific feature, television program, or commercial project, which can vary in terms of
duration. As a result, entertainment workers working under project-based employment
arrangements face greater employment uncertainty, shorter tenure, and more regular

episodes of unemployment than workers in traditional employment arrangements.

The analysis of the entertainment industry workforce relied on an original methodology
developed by EEI to better understand the complexity of labor market dynamics in the
entertainment industry.® The objectives were to examine trends related to the size of
the entertainment workforce, levels of worker participation, employment patterns, and

earnings among entertainment workers.

There are really no good examples of labor market analysis that focus on employment and earnings
experiences of workers in a particular industry. One reason for this is the lack of employment and
earnings data at the worker level. Typically, labor market studies utilize firm-based employment data,
and therefore, the units of analysis are firms and jobs. Therefore, EEI's access to individual worker
data through the Sphere Institute and California Labor Market Information Division provided an
unique opportunity to conduct analysis at the worker level. For confidentiality reasons, statistics are
reported in aggregates.
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The following findings were drawn from the analysis of California’s entertainment

workers:

The entertainment industry relied on a sizable workforce that grew relatively fast
during in the 12-year period between 1991-2002. The entertainment workforce grew

twice as fast as the California labor force.

Entertainment workers faced a competitive labor market environment. The
employment opportunities were limited by smaller numbers of jobs compared to the
numbers of entertainment workers and by concentration of work among a group of

workers who worked more regularly than other workers.

In any given year, almost half of entertainment workers relied on non-entertainment
jobs for their primary income. However, shares of these workers varied between

Core, Intermittent and Peripheral groups.

Core workers represented the central pool of labor that the entertainment industry
relied on regularly. Intermittent and Peripheral workers were highly responsive to
changing labor demand. By drawing on Intermittent and Peripheral workers during
expansionary periods, the entertainment industry maintained its competitive

advantage.

During the expansionary period in the second half of the 1990s, Intermittent workers
became the largest of the three groups of entertainment workers. However, their
number declined in the 2000-02 period when the industry employment was on the
decline.

Average entertainment earnings were above the state’s annual average pay.
However, the large difference between average and median earnings in most

sectors highlighted a wide disparity between high and low income earners.

The primary source for the data is individual earnings data from the California
Employment Development Department’s Base Wage Database. The entertainment
workforce includes workers who had at least eight or more quarters of earnings and had
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more than 10 percent of their earnings in the entertainment industry between 1991 to
2002."

4.2 Size and Composition of the Entertainment Industry Workforce

The industry workforce analysis resulted in three key findings: 1) there is a sizable
entertainment workforce that has grown significantly in the last 12 years; 2) there are
more entertainment workers than jobs, which suggests strong competition for jobs
among workers; and 3) at any given time, more than half of the entertainment workforce

rely on non-entertainment jobs for their primary income.

In 2002, there were 397,983 entertainment workers in California (Figure 14). Of the
total entertainment workforce, 180,020 workers were identified as “primary
entertainment,” which meant more than 50 percent of their annual income was from
entertainment jobs. About half of the entertainment workers were “primary non-
entertainment.” These workers were making more than 50 percent of their annual

income from non-entertainment jobs.

Figure 14 illustrates, between 1991 and 2002, the entertainment workforce that grew at
a rate of 35 percent, more than twice as fast as the California labor force. The bulk of
this growth took place between 1996 and 2000 when the entertainment workforce
increased by an average of 20,700 workers per year. In the last two years of this
period, 2001 and 2002, the workforce shrank by 0.5 percent and 7.4 percent,
respectively. These trends coincided with periods of expansion and decline that were

observed in the previous analysis of industry employment.

Workers employed in retail sectors — theaters (SIC 783), video tape rental (SIC 7841) — were
excluded from the workforce analysis. It was assumed that a large share of workers in these sectors
were workers with temporary links or career objectives outside the entertainment industry. Therefore,
by not grouping these workers with entertainment workers such as camera operators or film editors,
EEI avoided potential biases in the results.
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Figure 14: California Entertainment Workforce, 1991-2002
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Figure 15: Growth Rates for Entertainment and California Workforce, 1991-2002
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The distribution of entertainment workers across different entertainment sectors

revealed a strong concentration of workers in production and production related
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services sectors.® Figure 16 clearly shows the that sectors with the largest numbers of
entertainment workers in 2002 were production, production services, and other
entertainment.® These sectors also gained the most number of workers since 1991.
Production services more than doubled between 1991 and 2002 in terms of the number
of entertainment workers. With 3,027 workers in 2002, distribution’s share of
entertainment workers was the smallest. The number of workers employed in

distribution also declined by 4 percent since 1991.

Figure 16: Entertainment Workers by Sector, 1991 and 2002
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Entertainment workers in these three production and production services sectors
accounted for about 36 percent of the entire entertainment workforce in 2002 (Table 7).
This share increased to 81 percent when workers with primary earnings from non-

entertainment jobs were excluded. Therefore, workforce distribution by sector suggests

Entertainment workers were assigned to different sectors based on their primary source of income in
a given year. For instance, those who earned more than 50 percent of their annual income from
production jobs were assigned to production. When workers earned more than 50 percent of their
annual income from non-entertainment jobs, they were assigned to the non-entertainment category.
Although each worker was assigned to only one sector, s/he could also have worked in other
entertainment and non-entertainment jobs in the same year.

As noted earlier, other entertainment is primarily made up of establishments specializing in goods and
services to production

© December 2004 EEI 33



California’s Entertainment Workforce

that the entertainment workforce is largely made up of production workers who are in
creative, technical and skilled craft occupations. These production and production

services workers are regularly hired on a project-basis or through payroll companies.*®

Table 7: Distribution of Entertainment Workers by Sector, 2002

Production Other

Distribution | TV Broadcasting| Cable |Production : .
Services |Entertainment

Number of Workers 3,027 13,479 18,146 67,364 39,300 38,704

Share of Primary
Ent Workforce 1.7% 7.5% 10.1% 37.4% 21.8% 21.5%
(Total = 180,020)

Share of Total Ent
Workforce 0.8% 3.4% 4.6% 16.9% 9.9% 9.7%
(Total = 397,983)

4.3 Strong Competition for Employment

Entertainment workers faced strong competition in the labor market. This is evident in a
couple of different trends. First, employment opportunities are limited in the
entertainment industry. The “jobs-to-workers” ratio, which indicates the number of
entertainment jobs available for each worker, ranged from a low of 0.67 in 1993 to a
high of 0.79 in 1995-97 (Figure 17). The ratio of less than 1 suggests that there are
more workers than jobs and that workers must compete for the limited number of
entertainment jobs. As a result, almost half of entertainment workers earned their

primary income from non-entertainment jobs in any given year.

% production companies contract with payroll companies to handle payroll administrative functions.

Consequently, production workers hired through payroll companies are often missed in standard
industry employment analysis. These companies and workers are included in this report. In addition,
EEI conducted a detailed analysis of entertainment workers hired through payroll companies. These
findings will be released in a subsequent report in early 2005.
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Figure 17: Changes in Entertainment Jobs-to-Workers Ratio, 1991-2002
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Second, some entertainment workers may be working more frequently than other
entertainment workers, which further limits the employment opportunity for the whole
population. The average number of employers per worker indicates that entertainment
workers had more than one employer in a given year. Figure 18 shows that in 2002,
entertainment workers had an average of 2.3 employers and workers in production
services had 2.6 employers. In comparison, entertainment workers with their primary

income from non-entertainment jobs had only 1.7 employers.

A high average number of employers per worker suggest frequent mobility from one firm
to another in a given period. This is consistent with employment practices in the
industry where many workers are hired on a project-basis. Coupled with limited

availability of jobs, these statistics imply strong competition in the labor market.
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Figure 18: Average Number of Employers per Entertainment Worker, 2002
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These trends also suggest that employment in the entertainment industry is not evenly
distributed but is concentrated in a smaller group of workers. In interviews conducted
for previous occupational studies, employers and workers have indicated that
interpersonal networks and relationships play an important role in recruitment and hiring
processes.™’ Previous studies concluded that workers with access to wide interpersonal
networks are more likely to be employed in the entertainment industry on a more regular

basis.

In any given year, about half of the entertainment workers rely on employment outside
the entertainment industry for their primary income.*? Although these workers could
have also held entertainment jobs concurrently, the data shows non-entertainment work

was a vital source of income for many entertainment workers.

1 A qualitative analysis of different employment practices in the entertainment industry can be found in

previous reports by the project team and these are available on the EEI website.

Additional analysis of the data is necessary to establish what types of non-entertainment jobs are
acquired by entertainment workers. For example, additional analysis can examine questions such as:
are they in jobs that use skills sets similar to those that they would use in entertainment jobs.

12
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As illustrated in Figure 19, for three years, between 1996-1998, shares of workers with
primary earnings from non-entertainment jobs dropped below 50 percent. These were
growth years for employment in the industry, which suggests that during periods of
growth, entertainment workers move from non-entertainment to entertainment jobs.
Starting in 2000, there was a turnaround and the share of workers in non-entertainment

jobs reached levels (54 percent) of the early 1990s.

Figure 19: Entertainment Workers Employed in Jobs Outside the Entertainment Industry
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4.4 Levels of Attachment among Entertainment Workers

Findings from workforce analysis indicated that some entertainment workers work more
frequently and regularly than other entertainment workers. This finding raised questions
about how to capture the natural segmentation of the entertainment workforce, and

ways to provide a more detailed analysis of employment and earnings.

EEI created a methodology to differentiate entertainment workers based on their level of
attachment to the industry. The level of attachment is defined based on a measure of
worker’s participation in the industry during a specified time period (1991-2002). Three
groups with different levels of attachment were identified in the entertainment workforce:
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Core, Intermittent, and Peripheral. Entertainment workers with entertainment earnings
in 75 percent or more of their active quarters during the 1991-2002 period were
classified as Core workers. Intermittent workers were those with entertainment
earnings in 25 to 75 percent of their active quarters, and lastly, workers with
entertainment earnings in 10 to 25 percent of their active quarters were classified as
Peripheral workers. Table 8 shows the largest of the three groups in 2002 was the
Intermittent group. However, this was not the case prior to 1998. As expected, most
Core entertainment workers were earning their primary income from entertainment. In
contrast, less than 10 percent of Peripheral workers were relying on entertainment jobs

for their primary income.

Table 8: Entertainment Workers by Level of Attachment, 2002

Total Primary Primary

Entertainment Non-Entertainment
Core 131,868 1(18%%1 2&6%2)7
Intermittent 148,221 ?2920/80)8 8(21%233
Peripheral 117,894 1(15831 1(%61%3

The analysis of employment and earnings of these three groups highlights that the
entertainment workforce is dynamic. First, during the expansionary period of the
industry, the second half of the1990s, the entertainment workforce composition
changed from one dominated by Core workers to one where Intermittent workers
became the majority. This shift may be normal given that there is a limited reserve of
workers in the Core group that can respond to sudden surges in labor demand;
whereas, the Intermittent group is much more flexible and capable of greater inter-
industry mobility. In the 2000-02 period, the number of Intermittent workers began to
decline, which confirms the cyclical nature of employment in the industry. Intermittent
workers fill a demand during expansionary periods but they are not fully integrated into
the entertainment industry. Rather, they served as reserve labor in an expansionary
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period. These trends suggest that the flexibility in the workforce provides a source of

competitive advantage for the entertainment industry.

Second, entertainment workers in all three groups earned incomes that were higher
than the state’s annual average pay. Average earnings from entertainment jobs alone™®
ranged from $46,595 for Peripheral workers to $80,281 for Core workers in 2002.
Although Core workers earned the highest income, earnings of the other two groups

grew faster over the 12-year period.

In addition, all three groups of entertainment workers were able to earn comparable
income whether they worked in entertainment or in non-entertainment jobs. Although
additional data and analysis are needed to further explore the implications of this finding
to the workforce and the industry, it suggests that entertainment workers maintain their
standard of living by relying on earnings from non-entertainment jobs. Moreover, the
finding suggests that entertainment workers are able to apply their skills to jobs in other
industries. The finding also suggests that the entertainment industry could lose its
competitive edge over wages in other industries if the trend continues to favor non-
entertainment earnings. High wages in the entertainment industry offset some of the
employment uncertainty, and thus, the industry is able to attract and retain a sizable
workforce. However, if entertainment workers are able to earn comparable wages in
other industries, the entertainment industry could potentially lose some of its skilled

workers.

4.4.1 Core Workers Are the Foundation of the Industry Workforce

The analysis of Core workers highlights three key trends in the 12-year period: 1) the
size of the Core group has grown overall; 2) the Core group has declined in terms of its
share of the total workforce; and 3) the share Core workers are earning primarily in non-

entertainment has fluctuated in the period.

3 Not accounting for additional earnings from non-entertainment jobs.
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Core entertainment workers represent the essential labor pool for the entertainment
industry. In 2002, there were 110,641 Core workers. Figure 20 shows that the number
of Core workers has increased over the 12 year period and declined slightly in 2002. In
contrast, the Core workers, as share of the entertainment workforce, have been
declining. In 1991, Core workers were 38 percent of the entertainment workforce and
that share declined to 33 percent in 2002. This was largely due to absolute increases in

the number of Intermittent and Peripheral workers.

Figure 20: Core Entertainment Workers and Share of Entertainment Workforce
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Core workers lost shares in all entertainment sectors between 1991 and 2002 (Figure
21). The smallest losses were in production and production services, which indicates
that Core workers were able to maintain their strong concentration in the production and
production related sectors. The combined share of Core workers in production,
production services, and other entertainment was 70 percent in 2002, which was
actually bigger than the share of 65 percent in 1991.
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Figure 21: Share of Core Workers by Sector, 1991 and 2002
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In 2002, of 131,868 workers in the Core group, about 16 percent relied on non-
entertainment jobs for their primary income. Figure 22 shows that over the 1991-2002
period, that share has fluctuated from a low of 8 percent to a high of 18 percent.

Figure 22: Share of Core Workers with Primary Earnings from Non-Entertainment, 1991-2002
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These inter-industry mobility trends among Core workers are consistent with expansion
and contraction periods of the industry during the 12-year period. The highest shares of
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Core worker with primary income from non-entertainment were observable in declining
periods, which were at the beginning and end of the 12-year study period. These trends
suggest even Core workers with the strongest attachment to the industry are affected by
cyclical trends of the industry. As discussed later, for the other two groups —

Intermittent and Peripheral — these cyclical trends have a much more profound impact.

4.4.2 Intermittent Workers Experienced Significant Growth

The Intermittent group grew from 102,336 workers in 1991 to 148,221 in 2002. It
experienced rapid growth especially during the late 1990s. In 1998, with 37 percent of
the entertainment workforce, Intermittent workers became the largest of the three

groups (Figure 23).

Figure 23: Change in Number of Core, Intermittent and Peripheral Workers, 1991-2002
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It is difficult to assess whether this is an enduring trend or a cyclical one. Nevertheless,
a number of observations can be made about these changes and their implications for
the Intermittent workers and for the entertainment workforce generally. The overall
growth of the Intermittent group resulted from significant increases in the number of
Intermittent workers with primary earnings from entertainment. Between 1991 and

2002, this sub-group of Intermittent workers grew by 132 percent, while Intermittent
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workers with primary earnings from non-entertainment grew by less than 17 percent
(Figure 24).

Figure 24: Number of Intermittent Workers by Source of Primary Earnings
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Intermittent workers also made gains in almost all sectors between 1991 and 2002. The
share of Intermittent workers in production services increased from 13 percent to 26
percent. Similar gains were observable in production where its share of Intermittent

workers increased from 16 percent to 26 percent between 1991 and 2002.
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Figure 25: Share of Intermittent Workers by Sector, 1991 and 2002
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4.4.3 Peripheral Entertainment Workers

Like Intermittent workers, Peripheral entertainment workers grew in size over the 12
year period. The Peripheral group grew by 49 percent to reach 117,894 workers in
2002. Slightly less than 10 percent of Peripheral workers have primary earnings from
entertainment. Figure 26 illustrates that the number of Peripheral workers with primary
earnings from entertainment fluctuated greatly over the study period. While the group
as whole followed similar growth trends as Core and Intermittent groups, Peripheral
workers’ employment in entertainment appeared to be much more volatile. Among
Peripheral workers who earned primarily from entertainment, almost 40 percent worked

in other entertainment jobs and about 23 percent worked in production jobs.
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Figure 26: Total Peripheral Workers and Workers with Primary Earnings from Entertainment
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4.5 Earnings Analysis

Analysis of earnings data suggests that while wages in the entertainment industry are
higher than the state average, those wages may be becoming less competitive. The
wages in the entertainment industry are generally higher for different reasons. Higher
wages offset some of the employment uncertainty associated with project-based and
temporary contract employment. Entertainment workers are willing to accept regular
and frequent unemployment if they are able to earn higher wages when they are
working in entertainment. There are also high levels of union representation in most
occupations in the industry and this has ensured higher wages in the industry.
However, earnings data show that average earnings from non-entertainment jobs are
comparable to earnings from entertainment jobs, thus weakening the competitiveness of
entertainment jobs. Accordingly, the industry can lose some of its skilled workforce to
other industries that offer more competitive wages.

In any given time, about half of the entertainment workers relied on non-entertainment
jobs for their primary income. This means the entertainment workforce, in any given
year, is made up of two separate groups: those who earn their primary income from

entertainment; and those who earn their primary income from non-entertainment.
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Therefore, the average entertainment earnings are calculated based on earnings of the
first group and the average non-entertainment earnings are calculated based on

earnings of the second group.**

Average annual earnings from entertainment jobs for all entertainment workers were
$70,480 in 2002, significantly higher compared to $41,419 in the California private

sector.

Figure 27: Annual Average Entertainment Earnings, All Workers, (In 2002 $)
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Earnings patterns differed significantly between Core, Intermittent and Peripheral
entertainment workers. A vast majority of Core workers, about 82 to 92 percent, earned
their primary income from entertainment jobs in any given year. The average
entertainment earnings for Core workers are higher than those of Intermittent and
Peripheral workers. In 2002, the average entertainment earnings among the majority of
Core workers were $83,281, which were substantially higher than the average for the

entire workforce. Their earnings grew about 14 percent between 1991 and 2002.

4" Entertainment workers have earnings from both entertainment and non-entertainment jobs. However,

the non-entertainment earnings of workers whose primary earnings come from entertainment jobs are
very small.
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Interestingly though, as illustrated in Figure 28, whether Core workers worked primarily
in entertainment or in non-entertainment, they earned similar amounts of income. In
fact, from 1993, the average non-entertainment earnings were higher than the average
entertainment earnings. This suggests that a small group of Core workers working
outside of entertainment may be comprised of very highly skilled and experienced
individuals who can command high wages. They may possess highly technical skills
that are transferable between industries. Additional research and data are necessary to

develop a more complete explanation for this phenomenon.

Figure 28: Average Entertainment and Non-Entertainment Earnings of Core Workers (In 2002%)
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The average entertainment and average non-entertainment earnings among Intermittent
and Peripheral workers were also comparable. Over the 1991-2002 period, the share of
Intermittent workers with primary earnings in entertainment increased significantly
(Figure 29). The average entertainment earnings for these Intermittent workers was
$50,726 in 2002. Moreover, their average entertainment earnings grew faster than the
average earnings of Core workers. Between 1991 and 2002, it increased by 27

percent.

The average non-entertainment earnings for 60 percent of Intermittent workers was only
slightly less than the average entertainment earnings at $46,462 in 2002. In fact, the
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average non-entertainment earnings grew at a similar rate as the average entertainment
earnings. The gap between the average entertainment and the non-entertainment
earnings narrowed and the two types of earnings followed similar trends over the 12-
year period. The earnings data for Intermittent workers suggest that there may be

increasing inter-mobility between entertainment and non-entertainment industries.

Figure 29: Average Entertainment and Non-Entertainment Earnings of Intermittent Workers (In

2002%)
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With about 86 to 90 percent of its workers relying on non-entertainment jobs for their
primary income in any given year, the Peripheral group has a marginal presence in the
entertainment industry (Figure 30). Their earnings pattern shows two important trends.
First, the average entertainment earnings have increased 63 percent, much faster than
the average non-entertainment earnings, which grew only about 22 percent. Overall,
both types of earnings have grown comparatively faster than those of Core or
Intermittent workers. Second, the average entertainment earnings have become larger

than the average non-entertainment earnings for the first time in 2002.

In 2002, the average entertainment earnings for Peripheral workers were $46,595, only
slightly higher than $41,419 for the state annual average pay. For the first time in 12

years, average non-entertainment earnings were $40,976, which were lower than
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average entertainment earnings. In the late 1990s, the average entertainment earnings
increased rapidly. The annual growth rates between 1998 and 2002 ranged between
10 and 19 percent except for 1999. In contrast, the average non-entertainment

earnings were growing at a rate less than 3 percent in the same period.

Figure 30: Average Entertainment and Non-Entertainment Earnings of Peripheral Workers (In 2002$)
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4.5.1 Average Entertainment Earnings are High in All Sectors

Earnings in the entertainment industry are relatively high overall as well as in all industry
sub-sectors. However, comparison between the average and median earnings
revealed that earnings ranged widely within each sector. Median earnings represent
the mid-point in the distribution of all earnings. This indicator is useful when the
distribution of earnings has extreme values that would distort the significance of

average earnings.

As Figure 31 illustrates, by far, the highest average entertainment earnings in 2002 was
in distribution. However, the median earnings in that sector were only about half. Such
a wide gap between median and average earnings suggests that the sector was
polarized between a small group of high earners and a larger group of lower earners.

Similar patterns were found in other sectors. In production, median earnings were also
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about half the average earnings. The smallest difference between the average and

median earnings was in the cable sector.

The difference between average and median earnings was much more marked among
Core workers. For example, in distribution, average earnings were more than $100,000
higher than the median earnings. In comparison, for Peripheral workers, average

earnings in the same sector were only $14,787 more than the median earnings.

Figure 31: Average and Median Earnings by Sector, 2002 (All Workers, In 2002$)
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Earnings growth rates varied by sector. Figure 32 shows that over the 12 years, the
average earnings grew the fastest in distribution. In television broadcasting and cable
sectors, average earnings increased by 20 and 44 percent, respectively. In
comparison, average earnings growth in production and production services sectors
including other entertainment were much smaller and negative in the case of production
services. The growth in median earnings was similar across the sectors with
distribution leading with 23 percent growth rate and other entertainment lagging with a 1

percent decline.
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Figure 32: Average and Median Earnings Change by Sector, 2002 (All Workers)
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These differences in growth trends across sectors are suggestive of dramatic industrial
changes that have taken place particularly in the television and cable sectors in the last
decade or so. For example, there has been a proliferation of cable channels in the
1980s and 1990s following the deregulation of cable systems. In addition, in 1991,
deregulation of the television industry (relaxation of “fin-syn” rules) allowed television
networks to produce and own their own program content. The result was vertical
integration of television networks, production and distribution. Television networks are
now engaged in producing their own programs and syndication activities. These
regulatory and market changes have created dynamic conditions within television

broadcast and cable sectors which are reflected in employment and earnings trends.

4.6 Conclusion

Through the identification of three different groups of entertainment workers - Core,
Intermittent, and Peripheral — the report has provided a fuller description of the
entertainment workforce, levels of workforce participation, employment and earnings
patterns. The analysis highlights similarities and differences among three groups in

terms of employment and earnings trends.
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From the entertainment workforce and earnings analysis, a couple of key trends are
noteworthy. First is the notion of reserve labor that emerges with respect to changes in
the size of the entertainment workforce. There is evidence that during expansionary
periods, the industry draws from Intermittent and Peripheral groups to meet its labor
demand. This finding suggests that a flexible workforce increases the competitive

advantage of the industry.

The second noteworthy trend is inter-mobility patterns that affect workers’ earnings and
also could have a significant impact on the industry’s competitiveness. High wages in
the entertainment industry attract skilled workers. But, as the data show, entertainment
workers earned comparable income whether they worked in entertainment or in another
industry. If this trend continues the industry could lose its skilled labor to other
industries that offer more competitive wages. This and other findings raise additional

research questions that could be pursued to develop more complete explanations.
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5 CONCLUSION AND SUMMARY OF FINDINGS

This report reveals significant employment and workforce dynamics that contribute to
the competitive advantage of the entertainment industry in California. The employment
and workforce data indicated that during the last 12 years, the industry experienced
cyclical trends. The industry relied on workforce flexibility to respond to changes in
labor demand during periods of expansion and contraction. Furthermore, the
entertainment workforce is made up of different classes of workers who depend in
varying degrees on entertainment and non-entertainment jobs. Historically, above
average wages in the entertainment industry attracted workers and ensured a steady
supply of skilled labor despite employment uncertainties and regular unemployment.
These labor market dynamics highlight the strong interdependence between the
industry and other employment opportunities in the region.

From an employer perspective, the entertainment industry in California remains
competitive in large part because of increased efficiencies brought on by deeper
specialization and implementation of cost reduction strategies. The establishment data
provided the context for industry employment trends. The production and production
services sectors were the largest employers and both experienced strong growth over
the 12-year period. Production services however outpaced all other sectors in terms of
job growth. The expansion of this sector suggests a greater level of specialization in the

entertainment cluster.

Finally, the report shows the need for additional research in a number of areas. For
example, research is needed to identify complementary entertainment and non-
entertainment sectors and specific cross-industry skills sets. Similarly, further research
is needed to explore levels of specialization taking place within industry sectors at levels
below aggregations of standard industrial classifications. This is particularly useful for
understanding the effect of new technologies, and identifying emerging occupations and
critical skills sets. Such research supports the competitiveness of the industry and
provides tools for implementing appropriate and relevant workforce development and

training strategies.
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