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By MIKE FARRELL

A s the private jets returned from Allen & Co.’s 
annual media mogul summer camp in Sun 
Valley, Idaho, last week, speculation around 

possible deals in the content sector grew louder. 
Allen’s conference has been the petri dish for sev-

eral huge media mergers over the past several decades 
— including The Walt Disney Co.’s 1995 purchase of 
Capital Cities/ABC, Comcast’s 2009 acquisition of 
NBCUniversal and Ver-
izon Communications’s 
2014 purchase of AOL. 

And this year’s soirée 
comes at a pivotal point 
in the content business, 
as programmers con-
template adding scale to 
compete against heftier 
distributors like Charter Communications and Altice 
USA, as well as subscription video-on-demand servic-
es such as Netflix. 

At the same time, boardroom turmoil at Viacom — 
Shari Redstone, a company director and Sumner Red-
stone’s daughter, was a much-watched figure at the 
Allen conference — could set the deal wheels moving 
at full speed. Analysts would like to see Viacom and 
its former bandmate CBS reunite, but there is also the 
possibility the parent of MTV, Nickelodeon and Com-
edy Central could continue to go solo or attract the 
attention of a larger suitor, such as 21st Century Fox. 

Consolidation has always been an option for pro-
grammers in a land of giant distributors. Most analysts 
expected a wave of deals after Charter made its first 
overtures to Time Warner Cable in 2013, starting with 
Fox’s aborted $80 billion takeover of Time Warner Inc. 

MERGER FEVER RETURNS
Content merger fever waned in 2015, when stocks 
fell sharply over subscriber-loss concerns. But deal 
activity has begun to pick back up, with last month’s  
$4.4 billion Lionsgate-Starz merger and NBCUniversal’s  
$3.8 billion purchase of DreamWorks Animation.

According to research company Mergermarket, 
which tracks the number and value of media deals 
globally, 260 transactions worth $43.9 billion were an-
nounced in the first half of 2016, up 91% from the $23 
billion announced in the same period in 2015. That 
pace is expected to continue.

Mergermarket TMT Group Sector editor Ed Mul-
lane said in an interview last week that more deals will 
come in the wake of Starz-Lionsgate, as programmers 
look to insulate themselves from larger distributors de-
manding lower prices and skinnier packages, as well as 

Can ‘free radical’ content players — AMC, Time Warner, Viacom — still go it alone?

As distributors scale up, 
content consolidation talk 
is building amid questions 
over how big programmers 

really need to get. 

TAKEAWAY

Big Enough?
Media’s Free Radicals
Cable legend John Malone has said that the content business 
is rife with so-called “free radicals,” independent companies 
that would benefit from bonding with other larger entities to 
form stronger compounds in the media landscape.

Starz: 
Helmed by ex-

HBO exec Chris Albrecht, 
Starz has sailed headfirst into 

original programming with shows 
like Black Sails, Power and Outlander. 
Spun off from liberty Media in 2009, 
it hooked up with lionsgate in a $4.4 
billion deal in June.  lionsgate’s pro-
gramming expertise, movie studio 

and television production unit 
should be a good fit. 

 

Lionsgate:  
The movie studio and TV production 
house, after months of speculation, 

agreed to purchase Starz for  
$4.4 billion, but analysts believe  

other content properties could be on 
the list.  

21st Century 
Fox: 

Fox launched an  
$80 billion hostile bid for  

Time Warner Inc. in 2014, only to be 
rebuffed by that company’s board of  

directors. Fox could take another 
stab at that deal while also looking 

at smaller channels in the overall 
landscape.

Viacom: 
Sagging ratings, falling 

ad sales and now a potentially 
bloody battle  to succeed Sumner 

Redstone and CEO Philippe Dauman 
point to bad times ahead for the once 

proud programmer.  A deeper problem 
is a sense that Viacom has lost touch 

with its core younger audience. 
That may only be resolved by 

a sale.

AMC networks: 
AMC still has cable leading 

series The Walking Dead but newer 
shows have mostly  missed the mark 
set by past hits Mad Men and Break-

ing Bad. It was once seen a a potential 
Starz partner — could lionsgate 

now be The One Who Knocks?     

Scripps 
networks: 

With HGTV, Food Network 
and siblings, Scripps helped set 
the bar for specialty channels.   

An increasingly crowded field has 
made it tougher to go it alone, though. 

Discovery thought about buying Scripps 
in 2013, but passed. It could  come 
back, and other suitors could also 

be waiting in the wings.      

Discovery  
Communications:  

Discovery has faltered as  
domestic ad sales have shrunk 

and international markets failed 
to perform as expected. A deep-
pocketed partner could help the 
programmer, which has invested 

heavily in European sports rights 
for its EuroSport network.  
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SVOD companies that are pumping billions of dollars into 
original programming.

“Lionsgate and Starz is an example of two companies that 
didn’t have the scale to compete against the new players and 
the incumbent players,” Mullane said.

Netflix, which has committed to spend about $6 billion 
on content in 2016, also is driving consolidation talk, espe-

cially among smaller programmers. 
“How are production companies going to compete 

against that?” Mullane asked. Bigger may be better. 

THE LIONS’ DEN
Lionsgate, which many pundits see as cable legend John 
Malone’s latest consolidation vehicle — he owns 4.5% of 

Lionsgate and is the largest individual Starz 
shareholder — is expected to go back to the 
deal well. And it makes sense in that Malone’s 
hands are tied on the distribution-deal front, 
at least for the near term, as Charter focuses  
on integrating its $78.7 billion purchase of 
Time Warner Cable. 

On a conference call with analysts after the 
Starz transaction was announced, Lionsgate 
vice chairman Michael Burns said the Starz 
deal “would not preclude us from additional 
acquisitions.” 

Wunderlich Securities media analyst Matt 
Harrigan said he believes Lionsgate will re-
enter the deal fray within the next 18 to 24 
months, but its potential targets are unclear. 
Movie studio Metro-Goldwyn-Mayer is a pos-
sible target, as is Viacom’s Paramount Pictures, 
which is in the process of selling off a minor-
ity interest. 

While in the past some pundits have pointed  
to another Malone holding — Discovery Com-
munications — as a target, particularly be-
cause of its reality programming, that value 
diminished after Lionsgate’s purchase of Pil-
grim Studios late last year.

For Harrigan, the most likely consolidation 
candidates are Viacom, CBS and Time Warner 
Inc., for two simple reasons: Viacom and CBS 
shouldn’t have been broken up in 2009 in the 
first place, and Time Warner’s corporate struc-
ture — it has no overly dominant shareholder 
— makes it ripe for a takeover.

Rupert Murdoch’s 21st Century Fox, 
which abandoned its $80 billion pursuit of 
Time Warner Inc. back in 2014 after the 
Time Warner’s board of directors nixed that 
deal, could rethink another bid. Adding to 
the speculation is that Time Warner’s stock 
has fallen below the $85-per-share threshold 
of the old Fox bid. 

Back in 2014, one of Time Warner’s big-
gest arguments against the merger was that 
it could surpass the per share valuation of the 
Fox offer, which it did for a period. But like 
other media stocks, Time Warner shares have 
fallen, as pressures from over-the-top and sub-
scription video-on-demand providers and a 
weak advertising market have taken their toll. 

Time Warner stock is up about 15% ($9.87 
each) so far in 2016, but the shares are down 
14.6% in the past 12 months. Like many pro-
gramming stocks, Time Warner never fully re-
covered from the August 2015 sector bloodbath 

in the wake of Disney’s revelation that sports programmer 
ESPN had lost subscribers. It was also the last time that 
Time Warner shares traded above the $85-per-share mark 
Fox set in its aborted takeover bid.

Typically, weak stocks and readily available capital — 
despite the economy, debt is still cheap — led to deals. 

“The obvious target is Time Warner,” Mullane said. “It 
doesn’t have the ownership structure that large companies 
do. Everyone would target Time Warner.” 

A Viacom-CBS deal makes sense in that adding broad-
cast network CBS could give cable programmer Viacom 
additional leverage during carriage negotiations. For CBS, 
the benefits are less evident, and Harrigan said that a re-
combination could attract attention from regulators.

“Gigantism can be a little unhealthy,” Harrigan said.
Adding to the fray is the emergence of several Chinese 

companies into the U.S. entertainment sector. Focus Me-
dia, a Chinese advertising and media conglomerate, has 
said it plans to invest heavily in sports and entertainment 
properties. Other players like e-commerce company Alib-
aba and conglomerate Dalian Wanda Group have focused 
on movie studios, but could turn their heads toward pay 
TV content. 

Still, Harrigan said he doesn’t see an imminent combi-
nation of major media properties because of the regulatory 
angle. For example, he estimated that a Fox-Time Warner 
hookup would create a company that generates about 40% 
of total linear TV production through its 20th Century Fox 
and Warner Bros. studios. That concentration, he said, has 
little chance of cutting the regulatory mustard.

Moreover, the top five programmers already have a “ri-
diculous amount of eyeballs,” Harrigan said, so adding an-
other huge company to the mix doesn’t necessarily solve 
any problems. 

Plus, with the advent of skinny bundles, consumers 
want packages of fewer channels, not more networks be-
ing forced on them from a mega-programmer with doz-
ens of channels. 

SMALL BUT MIGHTY
Indeed, for all of Malone’s emphasis on “free radicals” 
in the programming business, there’s no guarantee that 
bigger is better. Some of the most-watched and respected  
shows on TV are coming from smaller networks like 
AMC, which has the top-rated show on cable, The Walk-
ing Dead. AMC Networks CEO Josh Sapan said as much 
at last month’s Gabelli & Co. Movie & Entertainment 
conference. 

“Big is better if it’s really good stuff, and big is worse and 
is a weight if it’s not really good stuff,” Sapan said at the 
conference. “You would rather not have that weight be-
cause it will actually burden your fair reward for what you 
have that is performing. 

“Scale’s good if the stuff punches at or above weight,” 
he added. “Scale’s bad if the stuff punches below weight.”

There is an argument for both philosophies, Harrigan 
said, adding that having multiple networks can help insu-
late a programmer from a chilly ratings spell. 

“If you’re hot and you’re small, people want the content,” 
Harrigan said. “But if you hit a cold streak, you’re irrele-
vant.” )

Media’s Free Radicals
Cable legend John Malone has said that the content business is rife with so-called 
“free radicals,” independent companies that would benefit from bonding with other 
larger entities to form stronger compounds in the media landscape.

CBS: 
Whether  

CBS is a buyer or  
seller could depend on the 

whims of Sumner Redstone.  
CBS has performed well in a spotty 

market, via the CBS TV network and  
premium channel Showtime.  

Wall Street would mainly like to see  
a pairing with Viacom, but so far 

CBS has rejected the notion. 

Time Warner inc.: 
While Fox could attempt to take 
over Time Warner, its corporate 

structure — there is no dominant 
shareholder — makes it an attractive 

target overall. It’s $58.6 billion market 
cap could make the media company 

a buyer too.

nBC universal: 
Comcast’s programming 
arm agreed to purchase  

DreamWorks Animation in April 
for $3.8 billion. But the company — 

backed by the largest cable operator 
in the country — could be hampered 

from bigger deals due to regulatory 
concerns.   

 
DreamWorks 

Animation: 
The animated home of  Madagas-

car and  How to Train Your Dragon, 
DreamWorks Animation aligned with 

Comcast’s NBCUniversal in a $3.8 billion 
deal that should boost NBCU’s content 

library and seed theme parks with 
new characters to build attrac-

tions around.




