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ABSTRACT

TELEVISION SEGMENTATION: WILL BRAZIL
FOLLOW THE AMERICAN MODEL?

By

Luiz Guilherme Duarte

This study traced the related evolution of American and
Brazilian television marketing strategies, from mass-oriented
to segment-focused, in order to assess the context in which
the new Brazilian channels are being created. This is
estimated through industry professionals' recollection of
facts either in personal interviews or quoted in the press.
The Analysis was based on theoretical framework provided by
economist Philip Kotler and advertising men Al Ries and Jack
Trout.

The major findings are that Brazilian companies are
adopting technologies such as UHF, STV, MMDS and DBS to
import foreign television signals to a reduced elite
audience. The recent American trend toward international co-
Productions and a future stability in the Brazilian economy
Tepresent, however, a possible increase of subscription base

and more national program production.
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Preface

What is the single most important marketing trend in the
television business in the last decade? Most of the dozens of
professionals interviewed for this study seem to agree that
segmentation is the keyword for any study on the television
scenario. The purpose of this study 1is to review the
development of television segmentation in the United States
and its influence in the Brazilian industry, which is only
recently going through a segmentation process. Many Business
Administration researchers have long identified a general
tendency of companies to move the focus of their operations
from inside themselves toward their customers. In the past,
production and selling techniques allied with product
innovations were the key to success, but the long-term
satisfaction of customers has become more important nowadays.
It is the so-called “Marketing Concept” that works for
television just as well as it does for any other industry.
The concept's premise 1is that the organization that
identifies the needs/wants of a target segment of the total
consumer population and satisfies that segment more
efficiently than its competitors is more likely to succeed.
One of the world's leading authorities on marketing, American
economist Philip Kotler, laid the theoretical basis for this
trend in the 1980s. He describes how “mass marketing” has
been replaced by a more efficient #“target marketing,” in

which the companies segment the total set of consumers to
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better attend to a specific group of them. Kotler's work can
be considered a benchmark to which most studies on market
segmentation relate, and it is repeatedly quoted throughout
this study as a source of enlightenment to the business data
presented.

Building on Kotler's theories, advertising men Al Ries and
Jack Trout have proposed some practical tactics to conquer a
position in the marketplace, which are applied to the
American and Brazilian television industries in Chapter 1. As
this study will try to indicate, these industries have gone
through the same evolutionary process Jjust described,
starting with a mass audience and focusing their efforts on
target segments of the public, as competition increased, as
publics changed and as new signal distribution technologies
were made available. In Chapter 2, the original mass medium
is revisited, highlighting the close resemblance of the two
industries. The brief historical review of television's early
days is based on the perspective of the marketing studies
conducted by Brazilian scholar César Bolano and is summarized
only to provide a better understanding of present
developments. Since the Brazilian environment (in social,
economic and business terms) is significantly different from
the American one, a tendency to follow the American example
has apparently been balanced with adaptations to Brazilian
laws, policies, and reduced audience acquisitive power. 1In
the 1980s, the regular broadcasting networks had their mass

market swept away and started to segment the market among
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themselves. Chapter 3 describes how new networks have
appeared in both countries with successful marketing
strategies that target smaller — but high consumption -
groups, which are very attractive to advertisers.

Most of the present relevance of this television
segmentation study comes from the creation, in the late
1980s, of new channels in Brazil, based on a variety of
signal distribution technologies, including open ultra-high
frequency (UHF) channels, subscription TV (STV), multipoint
multichannel distribution systems (MMDS), direct broadcast
satellite (DBS) and cable. The UHF seems to be Brazil's
priority and, as the initial focus of this study, deserved a
more detailed analysis. The subject of Chapter 4 is the
introduction of these systems in Brazil and United States,
indicating the problems and pitfalls the American
entrepreneurs have found, which may serve as guidelines for
the Brazilian experiences. After all, access to and the use
of a certain technology constitute a form of segmenting the
market as well. Another form of television segmentation is
based on programming variations, and Chapter 5 describes the
profile of the new Brazilian companies and their programming
lineups, most of them imported.

The global flow of programs has changed a lot in the last
decade, however, and the imported schedules may be replaced
in the future by more international co-productions. For the
present Brazilian audience of the new channels, on the other

hand, the production effort may not be necessary. As Chapter
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6 discusses, these new channels are mostly reaching the upper
classes, which demand more internationalized programming and
are probably happy with the present imported programming.
Moreover, such elitism denotes an audience segmentation based
on social class, rather than on taste or important
demographics, as it happens in the United States. Overall,
this study documents an important transition phase in
Brazilian television. It concludes that Brazilian television
has followed the American industry in the past and now has
the chance to made up for the delay in adopting new
technologies and segmentation marketing. Despite the
significant economic difficulties faced by the Brazilian
entrepreneurs, the prospective profits are high, and the new
systems are likely to increase their base to include the

middle classes and more local productions.



Chapter 1

Television Segmentation

In the communication jungle
out there, the only hope to
score big is to be selective,
to concentrate on narrow
targets, to practice
segmentation. In a word,
“positioning” (Ries & Trout,
1981, p.6).

Broadcasting. As the name suggests, television was, once,
defined simply a medium designed to reach a broad or wide
audience by casting its message in all directions. 1In
America, as well as in Brazil — the two countries analyzed in
this study — the costs were paid by advertisers, and every TV
set owner within a station's coverage area could freely
receive the signals. In fact, as Browne reminds us:

As advertising costs are passed along to the consumer in
the price of the product or service, obviously the
audience does pay. But presumably not all of the
audience pays equally, and certainly the audience is
less aware of paying for broadcasting in this way than

it is with annual 1license fees or individual
contributions (Browne, 1989, p.18).

Under this perspective, it has been said that television's
product for sale is not its programs, but its viewers.
Broadcasters sell their ability to reach the audiences to the
advertisers, who pay the production of programming that will
attract the public. To ensure that their money is well spent,

advertisers want to reach as many viewers as possible. Or,
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using the advertising jargon, they want to have the lowest
CPM (cost per thousand) viewer in every spot aired. Adopting
Philip Kotler's terminology, it was the “mass marketing” era.
Author of Principles of Marketing, one of the bibles of
business administration, Kotler characterizes this seller as
a “mass-producer, mass distributor, and mass-promoter of one
product to all buyers” (Kotler, 1986). In other words,
broadcasters filled their schedules with very few program
formulas distributed in a network basis to one mass of
audience (the real product). Usually, individual consumers
become masses when there is an excess demand and, in this
case, the audience wanted television as much as the
advertisers wanted the audience. Both market demands (for
television and for audience) are further identified along
this study, according to Kotler's parameters:

Market demand for a product is the total volume that

would be bought by a defined customer group in a defined

geographical area in a defined time period in a defined

marketing environment under a defined marketing program
(Kotler, 1986, p.247).

Television programming and its respective audiences in the
Unites States and Brazil are analyzed with special attention
to the demographic, economic, technological, political and
cultural environment in which the companies develop their
strategies. For now, it is sufficient to say that the
dropping prices of mass-produced TV sets and the novelty of a
#“radio with images” attracted an excess of public and

advertising demand in the early days of television (50s and
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60s). Companies would advertise anything, even specialty
products of very restricted interest, while viewers would
tolerate long sequences of commercials. Without recognizing
the similarity to early American TV, a Business Week article
of 1967 comments:

The advertisers are pleased with the Brazilian
audience tolerance for long parades of commercials and
announce everything, including even heavy machineries
«...; audience acceptance of programming - any

programming — is so whole-hearted that there appears to
be little need to strive for perfection (1967).

In both countries, television was born with a private
nature and supported by the dual demand of advertisers and
audience. In this early phase, entire programs could be
purchased, with the sponsor playing a major part in the
mechanics of production. And, since viewers were not very
critical about TV, little concern was placed on knowing the
audience demands. With a few years of experience, however,
the audience learned to be more selective, and broadcasters'
competition soon brought to an end the so-called “anything-
goes” years that lasted until the early and late 1960s in
America and Brazil, respectively. The decline of non-critical
viewership and the rising expectations of audiences were
first identified by the Bower Report, which compared studies
conducted in 1960 and 1970. The report's conclusions
indicated that, even though people were watching and enjoying
more TV, their enthusiasm for it had vanished. It had become

more socially desirable to be against television, and survey
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respondents' answers showed that they would rather criticize
the low-brow programming than confess their viewership.
Illustratively, 70 percent of the 1970 respondents agreed
that there were too many commercials, compared to 75 percent
that in 1960 agreed commercials were a fair price to pay for
entertainment. At that point, the successful programming
formulas of the past were copied by new entrants — the me-too
companies — but new programming formulas also caught on,
diversifying viewers. The Bower Report specifically mentions
that “TV had ceased to be primarily an entertainment center
and had become a major force in journalism as well” (Bower,
1973).

A “product-differentiated marketing” — a typical business
concept that implies a range of operational tactics,
according to the various lines of prodpcts — was introduced.
And television became not only a source of entertainment, but
also of information and education, attracting more and
different viewers. Audience tuning started to be more
carefully surveyed and differentiated according to
programming preferences. Still in search of the 1largest
possible share of the market, the regular surveys started to
dictate the success of programming in terms of prices for
advertisements — “spots.” And, even though new programming
formulas were adopted to offer variety, television broadcasts
were still trying to be everything for everyone. For the old

pioneers of this industry, like American NBC or Brazilian
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Globo, megalomania (I would call it “Churchill's Test”®) may

even be harmless. But new players, who still have to win the

competition to prove their own right for existence, certainly
cannot afford it. In the words of Ries and Trout:

Today the everybody trap may keep you afloat if you

... already own a substantial share of market. But it's

deadly if you want to build a position from nowhere
(Ries & Trout, 1981, p.76).

Ries and Trout's theory is that the media battle for the
audience's attention (mind) has reached a saturation point.
There are so many messages *“bombarding” the individuals in
the viewing audience that they are not capable of
assimilating most of the messages made available today.
Individuals are bombarded not only from television, but from
newspapers, magazines, radio, billboards, conversations, etc.
The assimilation screening process, they say, tends to select
oversimplified messages informing about things one knows
nothing about (first impression) or confirming things already
known (familiar). Thus, since the screening process is so
dramatic, they defend that one should “concentrate on the
perceptions of the prospect (audience). Not the reality of
the product.” Translating the theory to the television
industry, programmers should concentrate their efforts on
that small fraction of messages that is assimilated by a
specific group of the audience instead of offering all kinds

of programming for all groups within the audience. Indeed,

* The test is to prove whether Churchill's famous phrase—“You can fool

some for a while, but not all for all the time”—was right or wrong.
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MTV's revolutionary programming (the first impression) or
AMC's old movies (the familiar) are examples of successful
strategies to win out in the audience's screening process.

In the early 1980s, when these two advertising men
infuriated their colleagues with their no-nonsense ideas
about the new marketing challenges, television had become a
much more complex industry than it was in the early days.
Television broadcasting revealed itself as limited in its
initial concept. The narrow frequency band assigned in the
over-the-air radio spectrum restricted the number of
stations, the few programming schedules did not attend to all
public demands; hence, those too distant from a station were
simply deprived of television. Using new kinds of signal
distribution technologies, the development of other concepts
of television gradually solved most of these problems in
America. More bands of the spectrum were transferred to
television services, increasing coverage and allowing for the
creation of paid channels watched by subscribers only.

Cable systems ended the finite spectrum discourse offering
more than thirty channels of varied programming and satellite
relays put everyone at the reach of television. Today, all of
these new technologies allow, for example, the coexistence of
seven VHF (very high frequency) and eight UHF (ultra high
frequency) stations in New York City, besides 17 basic cable
channels and seven premium services. The multitude of
options, however, makes Churchill's Test practically

unbeatable. It is still possible to attract some viewers,



11
some time, but not everyone all the time. Competition is much
harder when the audience has to choose among four dozen
channels. Ries and Trout explain that:
We have become an overcommunicated society ... Our
extravagant use of communication to solve a host of
business and social problems has so jammed our channels
that only a tiny fraction of all messages actually get

through. And not the most important ones either (Ries &
Trout, 1981, p.1ll).

Ries and Trout's ¢“positioning” concept matches Kotler's
suggestion that “today's companies are moving away from mass
marketing and product-differentiated marketing toward target
marketing” in which the ¢“seller distinguishes between market
segments, selects one or more and develops programs and
marketing mixes tailored to each one.” As he puts it:

Organizations recognize that they cannot appeal to all
buyers in the markets, or at least not to all buyers in
the same way. The buyers are too numerous, widely
scattered, and varied in requirements and buying
[viewing] practices. ... Instead of scattering their
marketing effort (‘shotgun’ approach), they can focus it

on buyers who have the greatest purchase interest
(‘rifle’ approach) (Kotler, 1986, p.262).

Thus, while the broadcasting networks lose audiences for
their mass appeal programs, the new cable networks have been
carving out a significant corner of the market by tailoring
programs to specific segments of the market (See Table 1).
About 90 million households watched the American networks in
the beginning of the 1980s. After only ten years, this number

fell to 64 million, a loss of 29 percent of the market (See
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Table 1 - The 20 largest American cable networks

Network Focus Subscribers (000)
1. ESPN Sports 54,000
2. CNN News 53,200
3. Nickelodeon Children 50,000
4. MTV Music (12-34 years) 49,900
5. Nashville Country Music 49,000
6. Discovery Education 46,800
7. Lifetime Women 46,000
8. The Weather Channel Temperature, weather 41,000
9. Headline News News 40,400
10.A&E Arts, shows 36,000
11.VH-1 Music (25-45 years) 35,900
12.Financial News Economy, business 32,000
13.Black Entertainment Music, black culture 26,000
14.Learning Channel Education 18,000
15.Travel Channel Travel information 15,000
16.Consumer News (CNBC) Shopping, economy 14,000
17.Sports America Sports 8,500
18.Nostalgia Over 45 years old 8,000
19.The Comedy Channel Comedy 6,000
20.Galavision Latin public 2,000

Source: Cable TV _Facts 90 - By Cabletelevision Advertising
Bureau, Inc.

Figure 1) (1991t). Most of the lost audience was lured away
by cable television, which conquered 24 percent of the market
in the same period (See Figure 2). And, with the audience
shift, the revenues also shifted from one system to another.
Cable consultant Paul Kagan estimates that the revenues of
the American cable industry increased almost twenty times in

the last decade (See Figure 3).
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Figure 2 - American cable channels conquered 24% of audience
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Figure 3 - American cable revenues rose 20 times in a decade

Source: Paul Kagan Associates, Inc. in Cable TV Facts 90 - By
Cabletelevision Advertising Bureau, Inc.

Comparatively, cable advertising is still a fraction of
broadcasters' and subscriber fees remain the main financial
source of the industry. In 1990, advertisers invested about
$1.4 million on cable, against $9.4 billion on the broadcast
networks (Monush, 1992). Nevertheless, companies are
increasingly attracted by the highly qualified cable TV
audience, which presents a higher education and income, being
more likely to consume in quantity and better (See Table 2).
To understand the value of a qualified audience to
advertising supported media, it is interesting to see how a

media expert in an advertising agency works.
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Table 2 - American cable audience is upscale

USA Cable Big Three
Annual Family Income
Above $60,000 100 125 96
$40,000 - $60,000 100 115 99
$20,000 - $40,000 100 104 101
Below $20,000 100 72 101
Education
College Graduate 100 113 102
Attended College 100 114 97
HS Graduate 100 103 102
Not HS Graduate 100 78 99
Occupation
Executive 100 130 99
Professional 100 108 98
Other employed 100 99 96
Unemployed 100 87 102

Source: Cable TV Facts 90 - By Cabletelevision Advertising
Bureau, Inc.

Usually, when faced with the task of selecting the best
medium or group of media to carry the client's message, the
advertising professional asks two simple questions: Who is
the consumer of the product? What media are more likely to
reach this consumer with the minimum waste? Thus, instead of
television, a financial newspaper 1like The Wall Street
Journal is probably a better medium for the advertising of a
new, complex financial calculator. Among the hundreds or
millions of television viewers, only a few would be
interested or could afford the calculator and the investment
would be dispersed. On the other hand, most of the Wall

Street readers constitute prospective consumers of this
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product and the focusing pays off. If the product were mainly
consumed by housewives, 1like a 1liquid detergent, the
situation is reversed. Matching the product's consumer
profile to the media's audience characteristics may look like
a simple exercise of common sense, but there are various
theories behind it. Overall, the theories indicate that
advertising is more effective when targeted at individuals
whose problems or needs can be solved by the product. In the
book Consumer Behavior, Schiffman and Kanuk explain that:
Marketers do not create needs, though in some
instances they make consumers more keenly aware of
unfelt needs. Successful marketers define their markets
[and their media] in terms of the needs they are trying

to satisfy, rather than in terms of the products they
sell (Schiffman & Kanuk, 1991, p.68).

In the past, each and every medium was a mass medium. There
were fewer important newspapers, magazines, radio and
television stations competing in the market, and all of them
enjoyed large readership/viewership. So the media
professionals would choose the medium for an advertising
campaign according to its intrinsic characteristics and the
demands of the product: radio favored services and other
conceptual products instead of visual ones, television was
better able to demonstrate the use of the product, and the
printed medium's advantage was its permanent character;
details could be listed that consumers could consult whenever
desired. But as advertisement waste became a concern, each

medium was subdivided according to identifiable market
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segments. Today, there are hundreds of magazines segmented by
readers' interest (cars, computers, sailing, etc.),
newspapers segmented by geographical focus (local, state,
national), and FM radio stations segmented by music genres
(rock, classic, country, etc.). Television followed this
trend more recently, with ethnic channels and, later, cable
networks focused on cartoons, movies, news, music, etc. The
segmentation has allowed advertisers to reduce wasting
efforts by reaching more people than the ones that may
actually consume the products. Segmentation was the key to
the coexistence of many more players in the market, a fact
that is only possible because they do not necessarily compete
for the same theoretical consumer/audience.

Instead of going after a small share of a large market,
which would hardly be enough to support their expensive
operations, the American cable networks pursued a large share
of a small market. According to Kotler, they practice
“concentrated marketing.” Their greater knowledge of the
segment's needs bring economies of specialization in
production, distribution and promotion. Hence, while
Nickelodeon cable network may be the best choice to advertise
products for children, ESPN is more suitable to sports
merchandise, and so on. The risks, warns Kotler, are the
entrance of strong competitors or the possibility that
segment may turn #“sour.” The Comedy Channel and Ra, for

example, competed in the comedy segment until the market
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proved to be too small for two companies, and they were
forced to merge.

The avoidance or reduction of risks requires a careful
segmentation analysis that takes into consideration the size
and profitability of the market (substantiality) — assuming
they can be measured (measurability) - to design programs
(actionability) to reach these people (accessibility). The
segments are then defined by combining geographic,
demographic, psychographic and behavioristic variables. 1In
the United States, age (demographic) variables, for instance,
can be recognized as one of the most important variables in
marketing segmentation. Researchers have identified that
consumers between 18 and 40 years old, followed by teenagers,
are the ones with the most money and willingness to consume.
In the television industry, this explains why advertisers pay
more for shows that have this audience, even though the
ratings may be lower (Zoglin, 1990). ‘

Today, the advertising demand is for a quality audience,
not quantity anymore. A show once had to attract about 30
percent of the total viewers to be considered a success. But
as the audience got more fragmented, a program can stay alive
if it is watched by as little as 21 percent of the audience
(Sanoff, 1985). And this fight for quality audience instead
of mass audience is not restricted to segmented channels. The
broadcasting networks were once said to have lost the
qualified audience to the new technologies, keeping only the

masses who cannot afford other systems and who are
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uninteresting to the advertisers. Nevertheless, broadcasting
networks too have looked for the audience that can bring more
advertising dollars. The new Fox broadcasting network has
conquered audience and advertisers, programming exactly for
the economically attractive younger public.

As cable television reached 60.3 percent of American TV
homes in 1991, the broadcasting networks remain the only
option for many people, but significant changes have been
undergone in the Big Three — NBC, CBS, and ABC (Monush,
1992). Still operating in several segments of the market, the
Big Three have designed separate programming offers for each
segment, “hoping for greater repeat viewership because the
offer matches the demand rather than the other way around.”
The practice of Kotler's +“differentiated marketing” can
strengthen viewers' overall identification of the channel
with the programming, the most important element in
conquering the audience. A 1983 article at Atlantic magazine
explained “why the networks will survive cable”:

The way the programs reach the audience or the
quantity of signals reaching it is not as important as
the quality of the programming. Without different ideas
for programming to fill the new channels, even the new
technologies will be in trouble. And if the programming

on the paid systems is not really different from the
free TV, the networks win (Mink, 1983).

The strategy, however, brings an inevitable increase in the
cost of doing business (more production, administration and
promotion expenses), which the broadcasters have coped with

in many different ways. At first, the networks tried to
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combat cable by offering similar programming, especially
movies. In 1985, a record 110 original made-for-TV movies
were scheduled by the networks (Sanoff, 1985). The expenses
were high and the results were very poor until the networks
realized that cable's weakness was actually their high

reliance on movies. The same Atlantic article explains:

There are not enough good movies to be shown and they
are forced to repeat the same movie many times. Even
different channels play the same movies around the same
period. Subscribers are frustrated and cancel the pay
channels ... To distinguish from one another, pay
channels are producing movie-like programs, cheaper than
theatrical features, but more expensive than made-for-
TV. But the more unknown productions they add, the
harder it is for the viewer to differentiate them from
the free programs produced by the networks (Mink, 1983).

Another adaptation has been to look for ways to reduce
programming costs. One of the most praised programs recently
created is “America's Funniest Videos,” which portrays
viewers' amateur video productions with little or no cost to
the network. Reality shows, like “Cops” and co-productions
with overseas broadcasters are also examples of cheaper
productions. More commonly, networks are airing more live
programming and series that air more than once a week
(Zoglin, 1990). However, while management is still trying to
invent ways of reducing the cost of what they are doing, a
sharp distinction between the networks is still hardly
discernible. Except by Fox's strategy to go after the baby-
boomers, this author's foreign eyes fail to recognize a more

elaborate segmentation among the broadcasting networks. In
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sports, for example, they have had difficulties competing for
programming with cable's deep pockets. The 1992 Olympic Games
transmission on a Triplecast pay-per-view basis by NBC may be
considered a sign that the network acknowledges the higher
profitability of cable systems. If asked, most Americans
would probably identify the networks in terms of their 1local
newscast or situation comedies (sitcoms), and a scholar could
as well define the networks' market niche in terms of these

program formulas.

1.1 Will Brazil follow the American example?

“We may assume from the start that no two broadcast systems
are absolutely alike,” said Browne in the introduction of his
book, comparing broadcast systems (Browne, 1989). But it is
precisely from the similarities to the American experiences
that this study tries to extract some benchmarks for the
analysis of the present segmentation trend in Brazilian
television. Only eight years separate the initial commercial
operations of television stations in the United States and
Brazil. Since then, the South American country has closely
followed the development of the North American television
industry. Most of Brazil's equipment and programming have
been imported from the United States and an agreement with
Time-Life even brought to Brazil the American management

system.
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The developmental phases are also comparable. Most scholars
in both countries recognize how television, born an elite's
toy, quickly conquered the masses, technologically expanding
to trespass national borders. In Um Perfil da TV Brasileira,
Sérgio Mattos describes four phases in the Brazilian
television: the elitist (between 1950 and 1964), the populist
phase (1964-1975), the technological development phase (1975-
1985) and the transition and international expansion phase
(1985-1990) (Mattos, 1990). Following the marketing analysis
proposed before, this study suggests that after the elitist
phase, in which only the elite had TV sets, came a mass
marketing phase, in which Globo TV imported the American
strategies and adapted them to a national version until the
end of the military regime in the late 1970s.

With government support, the national telecommunications
networks were strongly developed in this phase, and Globo's
virtual monopoly allowed for the creation of a powerful
national production center that now exports to more than a
hundred countries around the world. The new Brazilian civil
republic marked a third phase, one in which television's role
as the regime's banner was softened by the creation of new
networks and the appearance of some incipient alternative
distribution systems. It is the present phase of market
segmentation, where most networks positioned themselves
around the programming strengths of the dominant network, TV
Globo, using unconventional time slots to reach specific

audience niches.
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New players also entered the market, offering focused
programming through additional advertising supported UHF
(ultra high frequency) channels or pay-TV systems, like
subscription television (STV), cable systems, multichannel
multipoint distribution systems (MMDS) and direct satellite
broadcasting (DBS). Several different factors are leading
Brazilian television toward target marketing. First, among
the new entrants in the industry are old communication
conglomerates, barred from television by the government, due
to their traditional opposition standpoint. These groups have
not only contributed with significant new capital, but have
put their lobbying power to accelerate and concentrate a
political basis for the regulation of new television
services.

Comparatively, the new Brazilian TV entrants have been
doing what cable operators did for American television,
imposing the demands of the market over a government wary
about multiplying media for opposing message makers. When
comparing the United States with a Third World country, the
economic inferiority of the latter is usually a major
concern. But the delay of almost one decade for new signal
distribution systems was more certainly caused by a
government policy than by real economic difficulties. The
approximate $1.4 billion that TV advertisements made in
Brazil in 1989 — about 70 percent of the national advertising
investment — makes Brazil the tenth largest advertising

market in the world (1990h).
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This number is surpassed only by USA, Japan, United
Kingdom, Italy, Spain, France, Germany, Australia and Canada.
The Brazilian television profits are twice that of Colombia,
which is ranked second in Latin America. And Brazilian
profits are higher than the sum of profits in Portugal,
Belgium, Greece and Netherlands (Hoineff, 1991). Moreover, if
the economy were to be blamed for the delayed introduction of
cable and other pay-TV systems, how would one explain the
paradox that the recent debut of these systems have occurred
amidst one of the worst recessions that ever hit the country?

Second, the TV production technology available today in the
international market has evolved to provide quality video at
cheaper costs. The technology, as Chapter Four further
arques, made it easier for Brazilian companies to produce
their own programming or to buy them from local independent
producers, which turns the fulfillment of more channels into
a feasible and less expensive task. American television could
not count on the same cheap and improved technology in the
beginning of its segmentation drive, but the larger size of
the U.S. market and their well developed cinema industry
compensated for it. Many of the American segmented (cable)
channels have invested in the creation of new programming and
networks, which presently provide the bulk of the schedule
for the new Brazilian channels that await the amortization of
the initial investments to increase or start national

production.
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Third and most important, Brazilian advertisers have grown
more interested in narrowing the target of commercials as the
percentage of the population with significant acquisitive
power has been consistently reduced in the last years due to
the severe economic recession in the country. Thus, once
again, Brazilian television seems to follow the trends of its
American counterpart.

The similarities and differences between the two
experiences are going to be studied in the néxt chapters.
Some elements are already expected to be revealed. The uneven
distribution of the wealth in Brazil is likely to impede a
significant absorption of expensive distribution technologies
(pay-TV) by the society; at least at comparable levels. The
network segmentation process also happens in an industry that
is still practically monopolized by TV Globo, a nimble
company capable of buying out any competitor's successful
programming. The smaller size of the other television
companies makes it difficult for them to produce quality
programming and, if the target market is focused, the
audience share may not initially pay off, requiring deep
pockets or imported alternatives. Therefore, some of the
questions to which this study will try to respond are whether
there is a market to sustain cable, STV and DBS in Brazil;
how the networks are positioning themselves; and how the new
niche channels have imported or produced programs to attend

to their specific audiences.



Chapter 2
The Original Environment
The end of the product era
came with an avalanche of me-
too products that descended on

the market (Ries & Trout,
1981, p.27).

Experimental operations of television stations in the
United States date back to 1928, but the challenges to take
television from the laboratories to the market were first
faced by the initial ten commercial stations 1legally
authorized to start operations on May 1942 (Yuster, 1992). In
general marketing terms, the new-born industry followed its
broadcasting predecessor — the radio — to implement
strategies to increase consumers/advertisers' demand and to
cope with the marketing environment. A new breed of
professionals had to be recruited; since the TV device was
new, additional accessory equipment had to be developed;
while programs had to be created and produced to conquer
audiences and advertisers. Along the years, broadcasters also
had their business either restricted or boosted by government
policies concerned with the value of the medium as a
political tool and with a rather fuzzy “consumer interest,
convenience and necessity.”

The Westinghouse company and other television manufacturers
produced programs as a service to attract consumers. The

objective, Hoineff says, was to sell receivers to the
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audience and not the audience to the advertisers, which
generated the concept of free programming (Hoineff, 1991).

Nevertheless, television's marketing efforts to grow from
an elite's toy to a real consumer product and a mass medium
only gained impulse after 1952. Just six of the initial ten
stations continued operations throughout World War II and, in
1948, ne; concessions were frozen due to the obvious
incapacity of the very high frequency (VHF) waves to cover
the whole country. There were about 108 stations in America
then and, until the government decided upon new engineering
standards and channel assignments, the industry was too
fragile to pursue any long-term coherent marketing strategy.
Thus, without disregarding the importance of these early
experiences, it may be interesting to note that the Brazilian
television industry has a business history almost as old as
America's.

When newspaper entrepreneur Assis Chateaubriand opened the
first station in Sao Paulo on September 18, 1950, he
initiated an industry whose development across the years has
closely resembled the American one. Similarly, both
industries started with a private commercial nature a long
time before any requlation had been conceived to determine
their operation parameters. The first year of the pioneer TV
station Tupi-Difusora was illustratively financed by four
advertisers: Sul América (Insurance), Antdrctica (Beverages),
Laminagdo Pignatari (Metallurgy) and Moinho Santista (Food)

(Mattos, 1990).
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Until approximately the mid-1950s, however, most Brazilian
scholars (such as Caparelli and Mattos) seem to agree that
television 1lived an experimental elitist phase as had
happened in America before the war. According to Sérgio
Mattos, the main problem was difficult access to TV sets:
“television was a luxury toy in its first two years. A TV set
cost three times more than the most sophisticated radio
available and just a little bit less than a car.” (See Table
1) In the beginning, he says, there were fewer than 200 TV
sets in the country, and Chateaubriand installed some sets in
public parks to allow the general public to watch the
programs. As depicted in the movie #“Bye Bye Brasil,” this
practice remains common in some of the most distant and poor
communities of the Northeast region of Brazil.

But the marketing environments were different and the
Brazilian growth occurred in an accelerated time frame. In
1951 the production of TV sets in Brazil started with the
Invictus brand, allowing a significant reception of the first
soap opera in that same year (“Sua vida me pertence,” by
Walter Foster, from 12/21/51 to 2/15/52) (Fernandes, 1982).
Instead of the depression of war that was experienced by the
first American TV stations, Brazilians were living in a
prosperous period, as the coffee farmers of Sao Paulo
promoted industrialization and urbanism with their excellent
revenues and the help of well-trained labor, represented by

European immigrants.
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Table 1 - Growth of TV sets sales in Brazil

Year B&W Sold Color Sold B&W+Color in Use
1951 3,500 - 3,500
1952 7,500 - 11,000
1953 10,000 - 21,000
1954 13,000 - 34,000
1955 40,000 - 74,000
1956 67,000 - 141,000
1957 81,000 - 222,000
1958 122,000 - 344,000
1959 90,000 - 434,000
1960 164,000 - 598,000
1961 200,000 - 763,000
1962 269,000 - 1,056,000
1965 370,000 - 1,993,000
1970 816,000 - 4,584,000
1972 1,109,000 68,000 6,250,000
1975 1,184,000 532,000 10,127,000
1979 1,591,000 1,074,000 16,737,000
1980 - - 18,300,000
1986 - - 26,500,000
1989 - - 28,000,000

Source: Abinee (Associagao Brasileira das Empresas de Eletro-
Eletrdonica). Reproduced from Bolano, César. Mercado
Brasileiro de Televisdo. Sergipe, UFS, 1988.

A middle-class consumer market was in formation and the
many American companies in Brazil knew, from their previous
experiences in the United States, the value of television for
advertising to this group. Through their advertising
agencies, advertisers (especially the large multinational
corporations) supported the production of programs for the
mass audiences, besides the importation of American shows to
fulfill schedules. A study of the Brazilian television market

by César Bolano indicates that in 1952 TV Tupi/Difusora
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already surpassed the revenues of any radio station in Sao
Paulo State and, in 1956, the total of television stations in
Sao Paulo had revenues as high as the 13 largest radio
stations in the State (Bolafno, 1988).

By the end of the 19508, there were ten stations already in
operation in Brazil and Chateaubriand's Didrios Associados
Group was the leader of the small oligopolistic industry. But
while American TV drew most of its expertise from the
powerful cinema industry, which also came to guarantee a
steady provision of programming, Brazilian TV had to
establish its own production centers. As the national cinema
industry was dying under the American distributors'
aggressive strategies, TV in Brazil grew under the influence
of an already established radio industry, absorbing its
structure, programming and even its professionals. The
present consequences of this initial developmental difference
will be commented upon in Chapter 5. Throughout the 1950s and
1960s, high production costs put American and Brazilian
broadcasters in the hands of the advertisers, who determined
the programs to be produced and transmitted, besides directly
hiring artists and producers. Characteristically, the
programs were identified by the sponsor's name, such as the
famous “Repdérter Esso,” a news bulletin created in 1952 by
Tupi/Rio station following the mode of another successful
radio bulletin (Nogueira, 1988).

The reduction of the price of TV sets increased the

penetration of television and the flow of advertising,
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allowing for the introduction of what many studies indicate
as the first real mass-targeted service. TV Excelsior entered
the market in 1960 with capital from Simonsen Group, which
was connected to coffee exportation; it had the concession
for Paranagud Port and owned Panair Brasil. Excelsior imposed
an aggressive strategy, stressing modern equipment and hiring
the best professionals in the market with high salaries. Its
programming strategy was based on two 1lines: the shows
produced in Rio de Janeiro would attract the audience, and
the soaps produced in Sao Paulo would retain that audience.
Excelsior was also innovative by marketing its programming
and artists as a differentiated product. In Rio e Excelsior:
Projetos Fracassados, Alcir Henrique da Costa states that
Globo's programming and much of the present national
programming formulas were first elaborated by Excelsior
(Costa, 1986, p.123-66). Its parent company, however, faced
difficulties under the post-1964 regime, and Excelsior lost
financial support, closing in 19?0.

Brazilian expansion in this phase was more geographical
than economical or corporative. The barriers to entry the
industry were limited to the possibility of obtaining a
concession to install a station, and at least one company in
most major urban areas was granted a permit by the end of the
1960s. Significant difficulties to enter the television
industry would only come later with Globo's virtual monopoly.

As Litman explains:
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The greater the difficulty of new firms in entering an
industry as significant competitive forces, the higher
are the “barriers,” and the greater the tendency for
current firms to maintain high profit-maximizing prices
with accompanying excess profits and misallocation of
society's scarce resources (Litman, 1991, p.l1l1l).

Technological advancements and new legislation also favored
the definitive establishment of mass television in Brazil.
The Brazilian Telecommunications Code (CBT), approved by the
National Congress on August 27, 1962, gave more guarantees to
the stations and diminished prohibitions. It was an advance
in the juridical definition of the concessions, keeping pace
with technology developments, but it still reserved to the
Executive the power to decide about the concessions. And in
1963, 1live television was regulated, while TV Rio and many
other small stations had their survival assisted by the
arrival of videotape technology, which facilitated the
acquisition of more economical foreign productions, whose
production costs had already been amortized in the original
country (Vampré, 1979). The whole industry, however, had a
regional character, with a commercialization structure and
programming strategies that did not attend to the needs of
advertisers, who wanted a national audience. As Browne says:

Large nations might be expected to favor the
development of regional and/or 1local services,
particularly if there is an uneven distribution of the
population. The Unite States, Canada, Australia and
Brazil all seemed fairly indifferent to the development
of national systems during the early years of
broadcasting in their countries, although by late 1920s

the United States had developed a clear channel system
of frequency allocation that would bring at least a few
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stations to even the most geographically isolated
listeners during nighttime (Browne, 1989, p.4).

The marketing environment in which the Brazilian networks
were created started to be defined, though, only after 1964.
Without the creation of a national telecommunication
infrastructure and the deep economical changes promoted by
the military regime instituted in that year, mass television
would probably have remained restricted to very few cities.
Browne comments:

The more uneven the distribution, the harder for a
large country to furnish a universal broadcast service,
unless there is a commitment to some form of national
service, as United States, Canada, Australia and, much

later, Brazil, all eventually realized (Browne, 1989,
p.6).

The drive to implement a national communication
infrastructure would only be supported by a governmental
policy more concerned about the integration of the country
and ideologies than with commercial reasons. In terms of a
consumer market, the advertisers would be expected to only
target the audience that can participate in the consumption
proposed by the mass media and advertising industries. Since
expansion and investment is not necessarily compensated by a
larger or more affluent audience, the coverage of areas away
from the large urban centers would probably be economically
negative to broadcasters. In ideological and institutional
terms, on the other hand, a general mass audience would make

more sense, and the military governments assumed the task of
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building the National Telecommunication System and a Mass
Cultural Industry.

In 1968, Embratel (Empresa Brasileira de Telefonia) - a
mixed capital company created three years before to control
the long-distance telecommunications — premiered the National
Microwave Network and the satellite transmissions that
brought to Brazil the image of the man on the moon. On
September 1, 1969, #“Jornal Nacional,” the first program
transmitted in national simulcast chain, marked the beginning
of network television in Brazil, followed in 1972 by the
first color broadcasting. After 15 years of existence, the
original TV stations in Sdao Paulo and Rio de Janeiro became
production centers, distributing their programming to other
stations across the country.

New regulatory agencies, like the Ministry of
Communications created in 1967, reduced the interference of
private organizations and reinforced the official influence
on the Brazilian media in general. Decree 236, of February
28, 1967, changed CBT, excluding foreign control of
telecommunication companies and limiting to ten (five VHF and
five UHF) the number of stations one could own in the country
(Melo, 1985). In many aspects, the Brazilian military adopted
most of the American legislation. Likewise, a concession
period of ten years for radio and 15 years for television
could be renewed for equal successive periods, as long as the

licensees “complied with all legal and contractual duties,
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maintaining the same technical, financial and moral
characteristics.”

Contrastingly, the President would give concessions after
hearing the National Telecommunications Council and would
also play the role of censor, defining the messages that
could be transmitted. Until the 1988 Constitution, no major
change was made in such laws, except for the restrictions
that were imposed with Institutional Act 5, between 1968 and
1979. During the government of Emilio Garrastazu Médici
(1969-1974), a National Security Law allowed the Executive
the right to censor and stimulate auto-censorship to avoid
prosecution. The existing concessions were threatened with
cancelation and the new ones were restricted to groups that
supported the government (Melo, 1985).

But the heavy State influence on Brazilian TV has actually
extrapolated the legal and technical grounds. Its direct and
indirect participation in the advertising revenues has also
been significant. Even in 1982, LEDA (Levantamentos
Econdmicos de Dados de Anunciantes) data indicated that the
federal government was responsible for more than half of the
advertising investments in television, which totaled 5.7
percent of the Cr$ 34.7 billion invested in advertising in
that year (LEDA, 1983). Mattos further indicates that the
close relationship between banks and government made
broadcasters' financing strategies subject to political
control. And since they also depend on government licenses

and subsidies to import equipment, says Mattos, most
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companies have aligned their interests to that of the State
(Mattos, 1990).

Indirectly, the promotion after 1964 of a quick
industrialization process centered in large cities benefited
television. In contrast to the American drive to the suburbs,
which greatly enticed the development of alternative
distribution systems 1like cable TV, the Brazilian mass
audience was getting more and more concentrated in a few
large metropolitan areas. This increased the penetration of
electronic media, while at the same time artificially
allowing the capital accumulation necessary to make the
audience more upscale.

With the establishment of direct credit to the consumers in
1968, this audience was allowed to consume more, including
more TV sets, whose sales increased 48 percent in comparison
to the previous year (Sodré, 1981). Advertisers, advertising
agencies and broadcasters were quick to turn the advantages
into profits, putting Brazilian TV in fourth place (after
USA, Japan and England) in percent participation of total
advertising investment. The establishment of the national
networks put broadcasters in a better position to negotiate.
The time slots had their value raised and advertisers lost
their control of the whole program. Since TV penetratio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>