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ABSTRACT , \

. Audience ?ragmentation and the Development
o 1 of Market Decision Support Systems

- . John Alexander Graham

The fragmentation of television audiéncesqud the
introduction of a new deneration of associated information
technology, is radidly changing the way té]ev{sion 1&
produced and sold. This thesis details these phahges with
an eye to the opportunities this new set of circomstances

will provide for Canadian productions.
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1.0 - INTRODUCTION L ' o ’ 4

Thi€ thesis will attempt to answer the folldwing

/
question. ,
/ 2
- _ | ’/ 'f‘;
Will the use of new distribution and informat}on
{ : !
technology provide marﬁgt opportunitjes for Canadtan'

/
television production? : )

/
/ -

/

‘ Thislduestion taken by itself, while of aémé interest,
might seem of periphe}al or only minér ﬁaportance But if
,the‘question is taken in the context of the past thirty b
“five years of Canadian brgadcasting, wherq goveroment

~Agolicy~and_cammercnaJ response has been u@ed1cated by the

notion that there was no ava11ab1e markét which could - s
support first class productions, it bgcomes a far more
/

central question. But the important/issue here is not
/

solely that there may be-an opportgﬁity in this one area . . a
that did not exist before. Ié is/that this opportunity

. / . .
could be part of the key to a number of broader future
/

challenges. The Macdonald Ro a1 Commission po}nted out '

that Canadian commercial 1nterests no longer have a cornmer
on the natural resources market 1 It suggests as’a logical
response to Fhesefconditiyn§, that other .kinds of products
and neu.markets be deve}éped. Effective use of the New

_Electfonic Media (NEM)/will be part and parcel pf these

/
A / 4 ~ "



“%

. * . .
. .
.
‘ ! 2
M ¥

effortsfté analyée and develop a presence in these new .

. o

‘markets. As the new - world p(ogrémming‘orderﬂcomes jqfo'

dver the\next fifteen yéars, influence in .other areas -

as politicy and diplomacy will depend in a increthng .

e$s. ) In sum, if the frustration of the
pait has byf ' to produce competi%ive cultural
'QOméstic distribution; the goal of the |
futufe ’i]l‘be to prodycé }irst class productions for %ar

s

internationally,=
Until recently, much of the thinking'about tq]evision

fragmentation,and the rapid growth of information systems ¢

(both now convenigntfy,fi]ed under'the acronym NEM), has

n a theoretical plane. There has beeﬁlmuch

been

lation and many vagaries circulated ‘about the promise -

information systems.  Over. the past few yedrs however, NEM
have been the shbject of many disciplined field trials and

informed, well writtep commentaries. In the light of this _

<

new,'mafé practica] knowledge, this thesis will aﬁtempi to

N

bridge the gap from:earlier thebreticai/genéralization to

" practical realization. : ' ’ !

The methodology employediheré, therefore, depends on
¢ ,

both the theoretical ideas of analysts, researchers and
. | \ _
N .
’ ’ ¢



" and commercial development, will be central to the

¢
R

academics, and on the practipa] knowledge of those

-

e¥tablished as practitioners and managers in the commercial ~

world. Not only does this provide the best insights by

proJiding the most up to date details in a dynamic

o .

situation,'it is proBably tﬁe only ?e]iab]é way to gather
knoQJedge in this area, }imply because it exists in no
other form.. This qethodolégy\has been widely used. by those
woréing.effective1y in this field. Among the more notable
examples are Brian Lewis, Harold Vogal and Grjevé} Horner-
and’ﬁssociates. The following nbservaiionIon‘entertainmeni
economics by Vogel can be applied equally to any of the

areas studied in this thesis. /

[t is] surprising to find that most serious A
“examinations of the economics of entertainment are
desultorily scattered among various pamphlets, trade
publications and journals, stockbrokers' reports, and
*incidental chapters in books on other topics. The
widely available popular magazines .and newspapers,
biographies, histories, and technical manuals
genera11¥ do not provide in-depth treatment of the
subject:

The international market for film and television is
going through marked structural Ehanges. *But. it is the

U.S. market which, due to its size, technological advance,

’ international mérket-p]ace. So, while other markets. will be

dealt with in passing, it is the U.S. that will be analyzed
more” fully. The first part of this ,thesis will dea[ with

structyral market changes' brought about by the continued

.
] = -
.
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“satellite, VQE, etc.). The second part wii]'ana]yze the ~

g - O - '

<
)

implementation of new distribution technology (i.e. cab]e,

‘usé and potential of infarmation systems in their
app]ieation to the problems of this partjcu)ar market -
place. The conclusion will discuss‘how the advances in
both areas will work together to create a-far méré,comp]ex
and competitfve'programming environment o@er the ne;t two
decades. ’ T
\
A recent cover of Macleans informed its readers that
television is "boiling over". As tiis thesis will,
lillustrate, ot on]y‘are the present changes rapid and
dynamic, but they are the hargiﬁggr of a series of
.continued tragsitions. To a large degree these evenfs will
be precipitatead by néw technologies and the novel 1(
commercial st? ctdres they make possible. But before
getting down to detailing these technical and commercial
:glements, it Wwill be helpful, by way of introduction, to

frame\ihese central subjects in terms of their broader “

social and commercial context. Affer‘a11,,te1ev1510n is

marketed on the bas1§ of its ability to market‘products and,
S =

ideas. It is therefore important to have an understanding’
of the broader aspécts of social and.commercial 1ife that

are currently seen. 4s affecting present and future changes
in the market-place at'larmé. Trying to assess changes—ift

television marketing without including a comment on these

L 4

v

—
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larger cﬁénges in genera1'would‘not work. As is outlined

by Table'l.1, the broad changes covereq"l this thesis are

mutually dependenfxgmd cannot *~stud1ed exclusively. The

seed t:d soil just cannot be separated. |
Over the past thirty five years, television and

information systems have been at the heart of marketing

’1 pract{ces. A1l analysts interviewed underlined the

pervasive effécts of computers and television on marketing
iesearch,aﬁd.practice, over the past three and one-half
decades. Here are some of their insights on computerized

information:

. It provides the means wbekeby many of the current
practicescof market%ng managers and researchers are
carrieH out--processing large amounts of data,
using powerful statistical techniques, aﬁd

implementing marketing information systems.

Its applications over the period have moved from

‘.

essentially aicost-coqggpl-accounting tool to a

tool used in market planning, decision making, data

anq]ysis, and data collection.

———tn
-
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. It is the .pillar on which much of the-new knowledge

~

generated "in marketing over the past quarter

_ .century rests.3 ‘ .

-
-

And here are some of thgeriHsights into the role,bf

~ television:_ .

7 . Increasing the efficiency of marketing and .opening
a wide-band of communication alternatibes that were

not.previously available.

. -Allowing the targeting of persuasive messages to a

truly mass audience at a relatively low cost per

-
-~

';housand people reached. ' SN

¢

)

-——

. Creating a new industry of Ebeéialists in the

- | , creative, media, and -research aspects of

LY

¢ marketing.d

5
- For the past thirty five years not on]y,have 4
computerized information and broadcast television been
central to marketiwg practices--they have aiso been .
mutually dependent. Television has encouraged mass
consumption which could only be effectively expioited by
the "number .crunching" capacities of cohputeqs.' Broadcast

television, on the other hand, could not prove its worth

‘

» N
&
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wfthogt rdtings acﬁiéved'by the ;gry same process. This
communications structure has broad\y 1qf1ueqced every . ..
aspeci of our WiQes,'from'soap'aﬁd beer to politics and
religion.’ As this structure changes with the introduction
df newer techno)bgy, 1t§ influence will change as well.
/ ) 'Tﬁis is not to say tﬁat this thesis must déAI with the
"myriad aspects of thelsoc{a1 effects of television
brogfamming and how they are changing. .But an analysis i;.
general of future-manketinﬁ concerns of tﬁose who purchase
) te]evis1qn prqgramming-wf]l cgrtainiy be helpful, 'These

changes can be fairly summed up ufider three headings:

. socio-economic .changes within North American
. society; ‘

e 1

. .fundamental changes within commercial life brought
A on in part-by the,intrqducfion of the information

Y society;

. and changes {n how'maﬁketjng decisions are'beihg

‘i made in this comglex environment with the use of -
eledtrohictin?ormqtioﬁ systems.

W It is a fairfy.commpﬁplace observation“to note that

North American sbc}éty has changed bver,the last three

decades. A homogeneous set of aspirations has been

P
"

——— +



rep1aced‘w1jh‘any‘nuﬁber of "life styles". Butlwﬁatlis

less often consTdered is how these changes are coming to

bear_ow‘the fliass media. This topic was thoughtfully

“treated by David K. Braun, media director for General

Foods:

3

The new electronic media--and comments about it--will be
easier to understand if they are viewed in thesbroader
context of socio.economic trends in the United States
today. The key observation is that our, society is no
longer homogeneous--in its behaviour, Ln its attitudes,
. or tn.its aspirations. As recently as™the 1950s and
1960s, the "other-directed society" aspired to own that
suburban house with the white picket fence. If.we"-

didn't already live there (with two children, a dog, and

a.station wagon), we were at least headed in that
direction. .,That was a time when husbands worked and
wives stayed home, a timé when advertizers could address
a monolithic body of average U.S. consumers. We could
use 'broad general language developed through mass
magazines and the living room television set. Marketing
was relatively simple. But times have changed. That -
protdtypical target family of working husband, housewife
at honle, two kids, a dog, and a suburban house now
represent only 7 pércent of U.S. househdlds. America
+ has evolved from a farm and foundry economy to one
dominated by service and information. This change,
combined with the women's movement ‘and economic
inflation, has produced a work 'force that includes fully
‘half of all women over eighteen. Nearly four of every
ten "adult women work at.least thirty hours a week. , °
VS

Qur former homogeneous goals and values have been
replaced by an extremely diverse set of aspirations and
1ife styles. As far back as 1977, Larry Light aptly
referred to this cultural shift as "The. Age of Me". .
This trend toward individualizations has both led and
been enhanced by the tremendous growth in "life styles'

'magazines and in the number of homes with more than one
television set. . Half of°all homes now have two.or more
TV sets. Why 1s this important? It means that
television watching in America--1ike Sunday afternoons, .

" and the evening meal--is no longer Eonsidered a fam11y5
experience. .

14

1
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" If Ndrth American society has gone thﬁpugh a period of
transition from a reliab%e siatus quo to one of individual
expression and adventure, com%ércia] fife seems poised for
a simf1ar experience. New teChpologyland expanding markets
will combine to challenge and modify existing business
structures on a scale not wseen siﬁce the height of the \\
1ndus§r1ai revo]utiont The sweeping effecﬁi of new
fnformat1on technqQlogy on commerce is becoming somgwhat //
cleare?. But tryimg to foretell its ultimate state in ’
every facet tends'ngiead to pointless Cartesian
' asserfions. What is most useful here is the judicibus
applicatdion of theoretical assumptions. As far -as these
go,/this comment by_bharles Brown, Chairman of A.T. and T.,
is as ‘helpful as any. "What is important is that we now |
have technology that make it'p0551ble fé manage iﬁformation'
when yoﬁ wanf it, where you want it, in.the form you want
"{t--and all at an affordable price:"6 If this statement is
the soul of simprcity, its imp]icafions are herribly
comp]e;. This statement of Pharles Brown's contains
conditions that will affect almost every aspect o%
commercial endeavour. From electronic fund tragffers which
are causing a restructuring of financial institutions, to
computer aided design and manufacturing systems that are
revolutionizing industrial production, the institutions of

-~ . -
the industrial world are entering a state of turmoil and



~

11, - .
fruition. Consider Peter Druker's analysis of the world's

changing commercial’ fortunes:,
»
* ‘ T =~

Now, however, we may be entering a period of rapid
change more comparable in its basjc features to the
closing decades of the nineteentl century than to the
" immediate past with which we apé familiar. In the
late nineteenth century, as we need to remind
ourselves, a major new invention, leading almost
immediately to the emergence of a major new industry,
surfaced every few months on average.. This period . .
. began in 1856, the year that saw the invention of both M\
- the electric motor and synthetic dye. It ended with '
the development of*the modern electronic tube in 1911,
In between came typewriters.and automob1\es, electric.
light bulbs, man made fibers, tractors, street cars,
synthetic drugs, telephone, radio and atrplane--to
. mention only a few. In between, in other words, came
the modern world. ‘

By contrast, no truly new major industry was started\
after 1914 unti] the late 1950s, when computers first
became operational.

In between 1870 and 1914 the industrial geography of
the world was in rapid -change. A new major industrial
area . emerged on_average every decade or so: the U.S.
and. Germany between 1860 and 1870, western Russia and
Japan during the next- twenty years, Central Europe by
1900. Between World War 1 and World War 11, however,
no major new industrial area joined the 1ndustr1a]
club.

Now, howemgr, there are signs of -rapid change, w1th
Brazil and ghina, for 1nstance, approaching the "take

offnpointﬁ "

w111 become
65

The 1ndustr1a112ed world will grow, i

good&,and services. The international prpliferation of new

!
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potential is 111hstrafed by Table 1.2 and Figure 1.1. T23>

[N

ch¥llenge will be to use the new televisioh technologies to

‘compete more effectively in this"v@re comple; and larger

s

market-place. s

-~

N _This br%ngs us to the third central issue facing the
market-place of today--the use of electronic information

t . . : A
systems to better cope with the complexipies of this new

market-place. On the surface of things, it would seem that =

‘information systems will finally take the mystery out of

- media marketing decisions. Programmers will eventually

kqow precisely who ingatching which programs and how it
affects their purchases and othe:.behayiog;., But.
regardless of how comprehensive this new
information/programming structure pecomé%, it will be, .
reacting to a market-place that breeds complexity. Social,
cultural, and technological change will continue to

crystalize into a series of 'changing and unique market

. circumstances that will all have to be effectively taken

“into account in order to b?eate and market media. The’

/

thrmqil of the market-place will not go away: In terms of

§oc1a) and commercial 1ife, the changes that are upon us

will continue to compound the problem. The genie is out of

the bottle, and will not go back in. The complexities of

the future market-place will continue to grow. Social

change, “"culture d'image" and business restructuring will.
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Figure 7.3. Worldwide VCR population, 1978-84. Source: Video Marketing
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S
continue to produce different life styles and market

‘requirements 1H\anth'Amer1ca and Qorld wide. These

factors cannot be simplified and will not conveniently be

4résh]ved by the kind. . of formulized measurement used at

present. Moreover, not -only will audiences become much
more complex, but the selection of programs and methods_ of
progrfh distributign will also be more complex. New uses
of television will require different eva]uﬁ§1on methods.
Private satellite networkshthat will geep\jnfbrmation based
service industries (financial services, law firms,
éon§u1tants, etc.).up to date and in touch inm an
increasingly dynamic bL;iness world, will }equire the novel
fdrms of eva]ua&ion. Ad hoc networks &eve]opgd for a
Sselect marketing or hoaitical purpose wiDA rgqutre a
variety of evaluation procedhres. .Basic cable channels and

VCRs are just being considéred in terms of measuring their

’

effectiveqes§ for marketing purposes. Each pew set of L
circum;tances will require a_different approaéﬁ and an
equjya]ently diffgrgnt set of évq]uation procedures.‘ Hof,
can reliable decisions be made in the face of égch
convoluted and uncertain circumstanceg? “Vincent P.
Barabba,qdirectOf of ﬁarket 1nte]]1gende for Eistmgn Kodaﬁ,
and past'dﬁrector of the Soc1§J£Sc1eﬁce Research Council‘
and U.S. Census Bureau, referring to the difficulties in
implementing information systems and marketing Strategies

in these turbulent circumstances, made this comment:
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~..issues are [now] characterized by their syhergism.
Whereas once the scientific and technical aspects...
could be clearly separated from' the ethical, legal,

moral, and politica’l issues, this is no longer so. To -

attempt to wrench the scientific from the other issues
is not only to distort the true meaning of the issue
as a whole--since the various aspects do not exist in
isoTation .or separately from one another--but alsg_to
render proper management of the issue inoperable.

>

-

‘Managing decisions in this environment depend not so
much on'quant1fyjng specifics but 1n‘balanc1ng the myriad
aspects of ma&y different issues. Clearly this is wberg
the new information technolbgy can helb out by making the

‘most up to date -and comprehensive basis for-understanding
these .issues. But electronic machinery by itself will not
solve b%ob]ems.' What will solve problems,, and solve them-
profitéb]y and efficiently, ére people who can use fhe;e
ma;h1nes g?fectively. Charlés J. McMillan, a principle

adviser to. the Prime Minister of Canada, points out that

essential distinction in his book, The Japanese Industrial
| .

Sistem.

...Japan differs not so much in quantity of planning
as in quality.. Japanese corporations can tap the
munificent information systems not just of government,
but also of trading firms, consultants, commercial
banks, not to mention their own pTanning departments.
These inter-organizational networks are not ‘unique to
Japan, but the thoroughness of information gathering
and strategic assessment of industrial 1n§elligence
has hardly any paralle] in Western firms. )

Information technology will not clarify the
< .

complexities of the market-place. They can be used,



F 1
however, to he]p make plans on the most advanced and
redsonable basis pos;1p1e.' But for this to happen, the
1nformétion technoﬂbgy mqg;.be implemented c¢orrectly and be -~
well used by those 1t'1s‘€g§§ssed to serve. For_as
McMillan points out, ituis not the technology'that~pﬁov1des o
the critical insights, it is the people using thé

.technology.
e

- o - ‘é}
‘ e . LY ,/
- : . e

To summarizef over the past thirty fivg years /{’“
television.and computers havg‘uhangéd the face_qf
*marketinb. They have.greatly r%fined the tephn1ques’for
'analyziné an& reachiﬁg a mass market. The newer‘televis1on’
and computer technology_wil] modify this structure by .
allowing television proérsmming to reach audiencesﬁof
different sizes without the time and space limitations of
broadcast, snd permit computerized information to make far
more exact measurements on a far broader se]ection’of '
Friteria.' Audiénc;s can now be tatgeted and Fna]yzed more
broadly and to a much finer degree. TQe implementativon of
new commercial structures-that will grow out of these
_ technologies, will be further complicated by the b;eadth of
" cultural diversfty, differing lifestyles and commercial ¢
expansion Snd uncertainty that will come to characterize
~the market-place over the next two decades. While adapting

1nformat10n systems to these exigencies w111 be helpful,

the compIexities will not lend themselves t? formulized

LY
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anaTysis. “What will help is the thoughtfﬁ] 1mp1ementation
of 1nformat1on systems - and quemphasis on using the

1nformat10n provided in a disciplined and 1nnovat1ve way. ,
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2.0 INTRODUCTION. PART I: THE U.S. MARKET AND

" FRAGMENTATION

It has been said there is ho'U.S. market for foreign
television programs. It has also been said thét the U.S.
market is the only ﬁarket. In a sense both points of view
are correct. The projected market for television programs
in the U.S. in 1986 'is 6.5 billion.10 The European market,
although potentially larger, remains commercially under
aeve1oped and highly regu1a£ed against imports. On the
other hand, annual U.S. purchases of foreign p;ogramm1ng
have been 1ess than $1,000, 000 in recent year's.11 Networks
-make a1most no foreign purchases. PBS, which on casual
‘observation may seem to faiéur foreign‘productions, spend&
a little over ten perncent on foreign programm1ng&_.12 So °
evidently both asszrtibns have much truth to them.
Genera]]y’speaﬁingﬁ/the U.S. market is the bnly market that
is large epough to help fund high quality ﬂrime‘time ’ |
programming. But it has been so-difficult to penetrate
that it has provided onl} m1norqreturns to foreign
production houses. This sTall direct 1ﬁportat10n’1s a’
misleading'ind{cation.of future U.S;;market'potent1a1vfor
tw§ reasons. First, it does not take into account that a

fragmented programming marketfwill erode the commercial

‘-

—_—

dominance of U.S. baéed-producers,'as U.S. producers will

- . . y - . )-
find it more difficult to cover-the cost of production out

a .

b
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of thein.smaller share of the domestic market. AS‘a result,
prOgrammers will tend to 100k for pnogramm1ng that is
already pre-sold in forejgn markets. Secondly, this
perspect1ve is based on purchases of’ programm1ng, rather
%ﬁan on co- product1on and other partnership deals. And it
is on this pgitnersnip bas1s.that~pnogaymin ~is most
efféctiveiy marketed. This is to say t#ﬁ%/io;t pro@ramming
is pre-puhchaéed(to a targe extent by some distribqt{on
,networh, thei;ginvesthents securing futLre rights./This
holds true for broedga;t television, pay telévisidn and
theatrical release. This analysis of markefs'aﬁd emerging
marhets becqmes for the most hart a study of financing.
The most wokkeb]e finahqing'schem; is;‘in effect, the best
z%arketing sbhEﬁe. the'firsb part’of this study thenrwi]l

Took "at the different programming'business structures in

the U.S. and elsewhere and the financial presséures they are .

currently dea]ing with as ‘a resulc of the new d1str1but1on

technologies. It will also look at how non- Amerxcan‘

producers are succeeding in penetrating the U.S. market or

“«

mounting successful iﬁfernatdona]_productions on an even

.. broader basis.

!
\

Over the past few years there has been much discussion

~in media and television circles of something called

“fragmenfation".,bPhis is understood to mean the breaking

up of the broadcast,audiehce as other mefhods of

"
Y
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distribution attract various segments\of that augtence B}

- 7

Away.  There is some validity to this insight. But it is

also a highly mis]eading description of how the new
distribution technoTogy is coming into play. In tme paét
the introduction of new electronic media has general]x'béen
assumed to make the older med1a obsolete. The telephone‘
was seen as making the telegraph obso]ete,\?io1o was
thought to be making the phonograph bbso]ete, and
television was thooght'to be makimg the’mom?ea obsolete.
What happened‘ in fact, was that the 0ld media did not

’

become obso]ete, it was adapted to the new set of

_circumstances. The mistake which was repeated was.a finite

view .of communication possibilitiesjsan idea that

communication was at- the final frontier for all time, and

04

that .new developments could-only resolt th térritorial |

" subdivision. Not only was the older media adapted but the
newer media were used in a variety of new ways. Those that
bsbeak of "fragmentationﬁ~imp1y that oroadcasting is our

final-frontier},anoﬁthat‘the newer distribution will only- -,

subdivide "that territory. To some degree this 1s true.

" But it overlooks both the ability of broadcastjng to adapt,.

{

‘and the possibilﬁties these neder methods of distribution’

have for, breaking new ground. 'This‘ana1ysis of the new .
methods of distributfon w111 attempt to take these factors

1nto account and, hopefully, produce a more insightful and
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balanced view ‘of what is ggnerally referred to &s

] . {
'

‘fragmentation.

The new distribution techno]ogies have cthanged three
fundamental restrictions to program viewing. In the past,
v1eyipg was restricted by time,.space and the spectrum,
ava11abilify of .broadcast’ technology. With the advent of

cable, sate111tes and VCRs, these restr1ct1ons ‘no longer ~

exist.: The resulting effect is the creatibn of a D
programming market tﬁgt permits--and in some circumstances }
Eehuires-;productions that can be marketed on a broader
international basis, p?oduc;iqns that are creat%d for a
marg brecise.aqdience; and productions that are created for
a.nérrbh audience ‘on an internaﬁienal basis. Most analysts
. assume "that Rupert Mﬁrdoch‘s broad 7nternationa1 teievision
aquisitigons will be used to create an'ihternaéiqna1
‘distributjon network for a mass|audience;13"1he "Live Aid"
concert appea]éd to'a narrow audiénce on a Sroad
.international basis. An Operation Primétime co-produc{ion
such as'"A Woman Called Gq]d;“, attempts to attract an

upscale audience on an 1ntqrnational basis.l? The use of

%

ad”hoc networks .for very narrow business purposes has
proved highly successful on a national and broad

'
]

international basis.

l-'
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There has been much'specuiation and much
experimentatién in programming .these new methods ofh
disiribhtidn. In sohe'areas, such Qs advertiser dupported
and pay cable services in North America, these efforts are

beginning to stabilize to a pdint whereiit is possible to
‘ identify what the prevailing commerciai struchres will be.
In other areas such as those involving VCRs and direct
broadcast sateiiites where theltechnoiogy is §tiii far. from
being fully implemented, programming structures remain in a
state’ of flux. "But even as these specific uncertafnties
ciari?y‘themseives, the emerging global communications
order, with mény more ayéddes for pfogramming distribution,
will also develop a far greater capacity to share ideas and
information about production and distribution.
Computerized data bases and inform&tion fystems'wiillpermit
Meaia planning and analysis of programming opportunities.on.
a scale never before contemplated. "There will be a more
detaiieeftreatment of the effects gf this rew information
" technology in the second part of this thesis.‘ For now it
i; suffi;ient to say that this new p}bgramming order will
remain a higﬁiy complex arena. Perhaps the best way to
begin to* handle these compTexities is with a service by

service anaiysis of how these changes are coming to bear on

various avenues of distribution, both old and new. -

~
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. first chapter will deal with the major networks, which wi]]
| continue to present the largest possible market for
televfgion‘programming in the U.S. The second chaptér will
degl with. the ad hoc ne.works. Ad-hoc networks are rapidly
becoming one of the most inventive forms of program
distribdtion in the new communication order. - The third
chapter will deal with pay-thedtridal programming, looking
at how the growth of YCBS, pay chb]é, and other changes in
featurq film p}oductidn are koming to bear on that market.
And, finally, PBS will be examined in ‘the light of these.
'~and éther changes. This analysis will not try to be )
exhaustive of all possibilities in thé u.s. programming
market. For instance, rock videos, basic cable -

programming, and arts programming will"not be discuSSed.:

But these four chapters will deal with the major structura]

. : changes within ‘that market-place. ‘
- -
5o : U

LA

This ana]ysis will be divided: into four chapters. The
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3.0 ~ THE MAJOR NETWORKS 5

e

"

u———

As mentioned ear]ier, the three major networks 1in ;hé
wU.S}‘buy'next. 0 n6 Hmhorted pragrammiag and seem reluctant
;o‘eﬁter into international productions. This 1s not
surprising 1n‘v1ew of how small ;nd intimate the network
stinésg_wor]d 4s. - ThF three networks get<25% of thejr |
. advertising from,nine sources, 50% from 31 sourées and 75%
 from 81 sources.1d “The,foremost advertiser, - Procter and
Gamb]é, the largest‘network television advertiser, spends
over $400 million, the equivalent of the smdllest 357
network advertisers combined.16 The 10 top ad.agencies
account for 90% of all network buying.l”? As is shown by
Tab1e 3.1,rdnt11 last year network revenue; have increased
every yggr3@§cept for a m1nJr‘se£ back in,1970771; when
tobacco advettising was banned.. The cost of levision
advertising“has risen far more‘stegply tﬂ;n,any other med%q
since 1960, as can be seen in Tables 3.2 and\3.l. 1In a
—bﬁsiness with an extfeme]y‘successful history, where

4 Program decision making ‘is conbegtrated in the hands of

' three networks, ten advertising ageﬁg1es and 81

~advertisers, the inceﬁtive to look at changes beyond the

ex1§ting business programming structures is clearly very

ghall, o
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There have been some assertions that this
- . . s

1nc11nqtion/f6 adapt to the new media environment will
o

—

—cause the. networks to succumb "like dinosaurs*. This seems
highly,unlikely. Their final status is uncertain, yut
their future appears reasonably secure. 89'1990-91 their
\au&jencé share is estimated to'drop to between 70% and 50%
in primé time! and s]ﬁght]y Tower than that in daytime.l8

But, with a projected growfh in the number of gelgvision

homes from 80 to 98 million, the total number of-homes
reached by networks may even increase by fﬂve.mil1f§n.19
The oh1y real threat here.is the possibi]{ty of a fourth

network. Pay cable and independent broadcasters have been

‘

cutting into the networks' audignce share, particularly.

5

with the affluent, young and urban who abpeal to
advertisers., This advertising base may be further eroded
if the pay cable systems acquire the rights to major events
and. entertaﬂnments, as some analysts think pay cable may

well do with N.F.L. football and if structural cﬁanges

within brqadcasting deprive networks of program 1nven}ory20 :’

(see chapter 10). This- loss of revenue cannot be made up

’
/-u. "

by charging advertisers inflationary rates. Last year ;Ei/’

networks saw their revenues declinéifor,the first time,

Both CBS and ABC have been forced to reduce their rates.
¢

Hohever, the networks will continue to be the only way to

advertise regularly on a national basis in the foPeseeable

future. Another real threat is the potential creation of

C N . -y
)
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fourth major network. Plans have been- discussed in this

area for some time, and have récent]y ‘surfaced.with the Fox_

proposa] being pursued by the media entrepreneur Rupert
Murdoch. However, even hHis network will not be fulay ‘
operational for at least five years. By 1990} the Vertical
Blanking Iﬂterval (VBI) will become an additional source of
revenue }or\broadcasiers. The VBI permits two hundred
pages of teletex @hterial to be broadcast. It will allow
broadcasters to develop direct ma}keting advertising on the
téletext dfsb]aylit'makes available. Direct market
advertising using the vertical blanking band will
eventually generate over $1 billion a year.21, And it is.
possible the VB[ could also be used as a retail out]ét-by
the network§ Fhemse]ves, providing another source of
revenue, particu]grly if, barfer coﬁtjnues to becqme an
ihcreasing]xpjmportant element in program financing. Ag
will be discﬁssed in the conclusion, advanced barter
“systems now conceivable with the rapjd growth of Electronic
~ Funds fransfer;ﬁ(EFT),‘may-incréase the trend toward barter
and barter';yndieation. This particular speculation aside,
" the best guess at~this time is that the networks will be
buying over 50% of progg§mm1ng in the U,S. market for some-

. ¥ H

time to come.. = ‘

.There has been some speculation that the present

‘threat to their younger urban audiences would interest the

2
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networks in purchasing more sophisticated, perhaps foreign

‘producfions. And there does seem to be lbgic to this idea.

While NBC did ru% the British import Serie# "fﬁe‘Saipt“,‘
the recent trend has been to adapt attra;tive'foreign tdeas
for a }oyalty fee and givé them a U.S.'broquctio . For |
instance, the idea for "Three'g Company" Qas a?%%fed frbm
Thames Television's "A Man About tﬁe House". NBC

adapted-a pilot from the French £ilm farce, "La Cage Aux_
Folles". However, recently the mdin incentive to network
program purcha§es-has beeq economics and‘not*
sophistication. CTV'has succeeded in_deyélbpiﬁﬁ a series
with a "North American" look called Night H;at, that CBS
put on in its late nighF time slot. Night Heat did well in
the rating and a simila;\show entitled "Hot Shots" is -being
produced this year wlﬁh a prior comm1tm;nt ffom CBS.Z? ,ft
too\will be showﬁigz;e at niéht. The success of these .

series, in spife of the lack qf'we11 known actors, could

. encourage other networks to look at other Canadian

productions. They could well become economical
replacements for early fringe; or-late night where the

usual "second rate" entertainment attractions such as

series reruns; old movies and talk shows that are suffé?ing

from audience.over exposure. Moreover, the networks
present emphasis on economics ﬁay make this type of

Canadian production very attractive to them.

- .
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Another avenue that may prove more fruitful is direct
Iqorpé;ate sponsorship of a produgtion, particularly
specials -and mini-series. Since spec}als are, almost by
definition, distinct from other prime time programs, an
international look to the produétion can help make tﬁq
production‘distinctive. The subject matter :and settings
for specials vafieé widely. In the 1979-80 season General
Motors sponsored "Shining $eason”, a drama specié1 about a
‘man's siruggle with cancer.23 OQther prime time specidis.
have been as‘variéd as cartooﬁs and lectures on sciencé. In,
1985, advertisers’'spent $300 million on speéﬁalg. Specials
" are a very important iype’of péogramming for the networks.
" They in effect "create" invehtory, as, the qétwork can sell
; ’ thq special and Epe time slot for the Eegdlar programriting.
of course,,when’the special 'is run the network must maké
good its commitment to the regular advertiser el<ewhere,
but it does provide the network with two sales commitments
‘th;t can be Tater juggled into p]aceéas the unpertaintfes
| bf the season are sorted’.o'ut.24 Specials, thgrefore, are
twice welcome as relief help when'a new series falters.
They are also considered the most ef?ective Qeapon in the
- .kating wars., Beyond these attraction;; ;pecia]s do best
what networks want from ali programming; 'They earn’ premium’
~‘rates. To advertisers seeking "a dgfinitive-telév1sion
‘

presence, specials providé the meréhantable.advanggg:ﬁof a

message apart from the clutter that otherwise aétompj T:;

»
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primetime adve?th1ng: Special productions are'oigonized

-efther by'the networks or by sponsors:' Although networks

are not actually encourag1ng sponsor originated specials,
some sponsors such as Procter and Gamb1e4 General Motors
and Genera1 Foods do originate their own specia1s. If the
sponsor originates the special, it 1s the sponsor who is
responsible for the productian, whilé the network maintains
control over promotion and scheduling, adding to-the‘

sponsor's risk. If the networklaccepts the.spec1al‘the

“sponsor pays only a small time ¢harge. However, the

sponsor must put up large amounts of -production money °

/

solely‘on'th basis of a script.
Speoials produced with support from other markets and

incentives available to productjon in other markets'could

great]y-reduce'the risk to the sponsor. Some mode]s,

making use of Canadian incentives and economies of

-

- production, can reduce the amount of speculative 1nvestment

by as much'as 75%. 'Hith .advertising budgets being

stretched between the cont1nuous increase in the price of:
nat1ona1 television advertising and the added expéhse of

finding other means to advertise to those groups who will

- b€ turning any from network teIevision; this saving could

become'compel]ing to those that have become dependent on

television advertirsing. - It also p]aces%pecia‘ls within the

" reach of a_far lar8er -number of corporations whose

- . £
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ﬁndertake special sponsorship. The desire among

advertising budgets would b too limited to otherwise

. corporations to develop a more direct investment 1n

d1rect1y sponsored programming is explaihed by the Director -

of Media Relations for General Foods: . .

- N : ®

Probably the most obvious issye raised by the new

electronic media concerns costs. The emergence of NEM

has terided to drive up advertising cOsts,’A;,least in

the short term. Fledgling cable networks must invest )
in expensive programming to attract. audiences. As ‘
dozens of new channels succeed in attracting audiences, a
the nefworks' costs per thousand viewers ,(CPMs) :
escalate, At least for now,.we are faced with the old

“truism of economies of scale operating in reverse.

- Some. advertiseF%, General Foods among them, seek a

partial solution in reassessing the value of -
advertising exposure on cable. We are asking whether ’
segmented, special dinterest programs offer

significant]y greater advertising value than broadcast
counterparts. Even if they do, we must also determine

the optimum mix of specia]ized and broad scale

exposure. .

In 1earniﬁg how to deal with this new media
environment, we are seeking opportunities to increase
our-control over thegcosts and effectiveness of
advertising by doing business in different ways. If
wé. conclude that there.is. significant benefit in '
producing our own programs and commercials, we will
investigate ‘alternative ways to get into the

- production business. Coca- c¢ola must have already
arrived at such a conclusion whsg ‘they acquired
Columbia f1ctures Televisjon...

If the possibility of pengtrating the U.S. market with
specials is attractive to potential spansors, it is far
more so to producers in Canada. The producer of "Anne of

Green Gables" 'was unable to receive corporate sponsorship

for his production in spite of the inv®1vement of highly"
L ® .



34 : ™ .

p]eced CBC eiecutivés in atteupts te obtain sucu
sponsorsth. }Moueover, he feels that such e"ponsorghip
scheme,  once in place, would be \the ideal production
financing scheme.2¥8 Given the extremely favourable reviews
the production Peceived when it was aired on PéS, it ts

- f ,
fair to say that this type of sponsorship would be a

<

publicity bargain for a participating sponsor in the U.S.

To date, however, the only, direct corporate sponsorship of

Canadian production (aside .from sport and event

programmtng) has been for Patrick Watson!' s "Venture" whicu
had Royal Bank iﬁvoﬁvement and his ;ecent1y-comp1eted§
series on democraty which has a Pe&ro Canada invo]vement.
And both .of these sponso;ship deals are 11m1ted to the
Canadian market. '

@

~he networks ‘continue to change attitudes as they come

"tq terms with their programming policies in the fragmented

market-place. A major reason given py advertisers for the

~.decline 1in network advertising was the poor quality of

,prog;dmming. The trend toward more efficient production,

undla growing Hissaﬁisfaction\with present ﬁrogramming

* policies, Qﬁd a growing acceptance of some polished °

Canadian productions, may 1nd1cate-that the U.S. network

market is opening up The major concern of those involved
o "

with Canadian production here, is that those spghsoring

programming 1n the U.S. market w111 require programming



w . .
.

that is famiiiar to the genera] u.s. audience, and-hence
'devalue Canadian productions in that market. But

regand]ess of how these qua]itative genenaiities are

interpreted; any successful marketing effort will . require.

making relevant fnformation about the effectiveness of

international and foneign pfoductions in tne varjou& u.s..

markets available to those with large adve?tisingabudgets.

Then, and on]y then Wil 1t be possible to reason
L L

effective]y around these issues. That kind of information:

is just now starting to become avaiiab1e¢ Thi's new, more
H

aetaiied 1nformation, and its continued importance- to

L

effective program marketing will be discussed in Part- 11,

s
1
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.0 AD HOC NETWORKING

]

T nd hoc netwgrks are created for a spec1f1c’orogram;
whichfis distributed from a satellite to orev1ously

arra ed local distribution points. This loca{ ‘
dist 1bution may be broadcasting, cabF?' theatrica] (i.e.
large screens for 1arge audiences) or directly to . —
1nd1utoua1 television sets. 'Eor the purposes of this
thesis, it is probably best to divide ad hoc nef&orks‘into
two types and deal with them separately. It is convenient

to distinguish ‘between the large ad-hoc ‘networks that are’

b

set up for mass éntertainment ngd sma11er ones estab]ished

¢

for some private 1nformation purpose, even though some of
( '

" the 1atter k1nd do 1nvo1ve w1despread.pub]1c access via

"becoming more so. . é o
. ' G

cable dlstribution.§§§he first are genera11y referred to as

ad hoc networks pure and simple, and the latter are
frequently ca]]ed private sateﬂlite networks. The main ’
distinction 1s one of magnitude and purpose. An ad.hoc R
network sugn_as Operation Prime Time, wb1chngstrioutes
entertainment progrfamming to an audience that comprises 80%
of all television househo1ds,"1s clearly in a different.
league from one that is created to ipform a natienwide
sa]es force about a//ew product release. And yet,’ ad hoc

networks at both ends of the spectrum are worthwhile, and

¥ \ .
-
.
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ihe cost o} satellite transponden time 1s predicted to

A >

drop, p artfcularly when fiber optic communications are more
fu]ly in place.28 The -use of' ad hoc networks for mass
audiences, and private satellite networks by commerce,
1nst1tuyioqs and government 1is just beginning. As business

struptunes‘become more established and ihe terrestial

L3

technology becomes more—commonplacé, the opportunities for

.all kinds of programming on ad hoc and private satgl]ite

networks will continue to increase.29 - To begin with, this

[ [}

chapter will look at the_,larger ad hoc networks that are

.evolving out of independents and satellite distribution to

broadcasters. ‘Secondly, the private satellite networks’
that are evo]ving.at.the'other end of the spectrum, for

au&iences With a very spec1f1c interest, will be examined.

4.1 AD HOC NETWORKS

5

General interost in ad hoc ngtwonks have evolved over
the‘past few years for -two basic reasons: the
strengthening of 1ndependents, and 1mprovements’in
satellite technology. Over the past few years, affiliates
have shown a tondency to slip away from network

programming, and groop together with other affiliates

.around independents to form ad hoc networks which carry

¢

specific alternative programs.39 Affiliates are not

‘controctua1ly'bound to carry network feed, but networks

e e
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often have secondary affiliates that carry their -
prdgrgmm1ng in that market,'effécfively preventing an q
affiliage from refusiﬁg to carry the ne%work-programming )
unless they have an atttaétive replacgment. ‘Competitjve
prime time programs are far'tpo expens1v§ for a single
_1ndependent;5} affiliate to afford. However, the
independents, by builq*ng'qudienqes througﬁ a combination’

: of syndicated reruns, oJﬁ'movies, game shows, and. lota)
sports events with strong male appeal have steadily
increased their market share.ﬁl_ Affiliates, too, have
grown much stronger over thé 1;st decade. Advertising
revenue tells some of the story. In 1970, local
adve;tisihg amounted to- $704 million. By 1980, it had
quadrupled to $é,976 million, or 48% of all television

" , advertising.32

Local programﬁing, too, has recently improved. In
: . 1979 when the F.C.C. established a prime t%me rule to
,ensQre tﬁat affiliates got one half hour of prime time,

* most Sffi]iates prograﬁmed.cut ;ate game shows.
Iﬁdependents, however, combined their laow cost program.’
inventory (dependiqg pr1mar11& on-off netwprk reruns and
0old movies) with a counter programming strategy. "Counter
programming" 1nv;1ved scheduling the‘independents'
strongest Qrogrammiﬁg*in fringe times. 'Réruns’were

scheduled from 4 to 8 p.m., beginning.with shows a%med at

&
X

Vi3
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.the juvenile_ audience end ending with a moge mature
orientation.»'At-lo p.m. independents "counter-programmed"
an early news show aiﬁed‘at the early to bed audience.
. Tab}e 4,1 111us;rates the success of this strategy. By,
1979, growing commercja1~euccess and new distribution |
techno]ogy permitted the formation of ad hoc networks .33
In }980, WPIX TV in New York formed Independent Networkl
News, distributing its 10 p.m. news v1a’sate111te.34 A
year later, that program was being disteibuted to 57 local
stations.3% In 1979, Meiromedia in Boston, the largest

’

independent, growing—increasingly larger with cable

"+ penetration in hearby markets, organized Operation Prime
.,

Time (0.P.T.).36 0.P.T./produced drama and variety

programming aimed at challenging network prime time f
programm%ng. They produced dramatizations of the Gd?h1c
novels-"Testimony of Two Men" and "The Damned". O0.P.T's "A

Woman Called Golde", led the rating in most important

te]ev{sion marfets. Since 0.P.T reaches only 60% of the

audidnce that the major networks can reach, it has welcomed

foreign co-ventures to help cover the cost of expensive - —
prihe time drama. 0.P.T can pay up to $600 to $800 . -
thousand‘per hour of $1 million prime }1me pudgets.37"
Among these’co-ventures were “Blogd & Honour", produced
’with Beta of Germany, and the British co-venture "Smiley's

People". Che ad hoc networks could provide one of the

o~
‘£
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41 .
strongest markets for foﬁeign,progucgrs putting together
international broductions. As mentioned, they are open to
foreign productions and.ideas. And ihey will be under
ihcreasing preésure to come up with competitive prime time.
programming on a limited'budget, as th;y came to terms with
growing programming problems. The 1édependents have built
their strength on movies and off ﬁetwork series. ?ay
tefévision expogure has devalued the worth of many movies.
A shortage of off network series has pushed prices up to a
very high level. MoreoJer, the(sate111té distributibn that:
has made ad hoc nekworks possible has also created
competing superstations, and strengfﬂenéd cable services.i '
Independents-will have to move quickly to acquire quality
prime time programming if they are to protect and bdi1d on

+

their present advantage.

It is an advantage that both independents and

advertisers should find well worth defending. The standard

compensation to affiliates carfying network programming is
a maximum of around $10,000 for the top markets, to less
than $100 in the smallest. An ad hoc network on ‘the other

hand offers a large sa1e-of the commercial advertising

time, as much us 50%, allowing stapions go sell far more

commercials locally: For instance, WCUB, a Metro Media,

ABC affiliate, earns only $10,000 from a two hour primetime

movie. WCUB would earn $100,000 from the more lucrative ad

/
/
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hoc aérangement providfng a reasonably attractive
. ; ) R :
alternative.38 Since ad hoc networks are formed ;round

independents wha reach a large percentage of the aff]uen:
urban audience, they are of spe91a1 {ntgreét‘to
advert{sers. The McCann Ericksdn agency has proposgd a
project thht would have ad hoc networks setting aside two
hours a weeg.for'fjrst run programming.'39 Embassy .
Telecommunicat?ons :s looking at Ehe possibflity;of a
qharterly movie night on a group'of 100 stat'ions.
Paramount is consider1ng a movie alrd specials ad hoc
network., 40 As independents, advertisers, andﬁproduct1on
houses become more attuned to the potgntiaf'advantages ad.
ho¢ netwofks can provide, it is a fairly safe’assumption
that these programming structufes will become more
prevalent.. It is also a reasonably séfe assuhption'that
these structures will continue to welcome foreign
participation. The more that can be. brought 1n by outside
partners, the greater the profit to be made in thq_market
by U.S. participants. There are a number of barriers to
Canadian productions making use of U.S. ad hoc networks.
The one that is most commonly cited is that 0.P.T. only
selects a handful of projects.for production out of a
hundred that are submitted. But these odds are the same
for any project that is submitted tg any production éntity,
and underline§ the need for development as much as the

difficulties in dealing with U.S. ad hocs. Moreover, the
> - \ :

4
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—
idea of deve1op1ng a Canadian based North American ad hoc
network, uhich could greatly 1ncrease the number .of
Canadian ;deas being considered for produ;tion, ;eems'to
have néver'been seriously thoughtfout;
Nowhere is comp\gxity more evident in new media

structures than in these sporadic one event broadcgsts‘
which require consultation and agree ent’getween @ozgng of

partners. Organizing aqg communicating information %n this

{{namtc set of circumstances will be central to business
success here. Alfred M. Masini, past president of the
Station Representatives Association, underlines the

cardinal points- that must be addressed in concert by ad hqf

network participants to assure-success.

. They must appeal to and meet the needs of

independent and affiliated stations.

¢

— 4

L

. The.preemption requirements for affiliates must be

tolérab]e.

‘
[ . .
o

. The investment requirements for independents must be

manageable, : .7

. The pfoéramming must be tob quality--assured by a

1arge'quget.' : o : /
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. .
. The preemption dec{;jon must be left up to the

station and not set at an exact hour and day -

-~

+schedule nationwide. ’

. Nat{onw1de publicity must be "allowed by agreeing to
a same week releasef . ~

. Arrangements for double exposure by independents

must be mqhe in order to assure the widest ‘possible

r%qph.41

P

+

In terms of ratings, O0.P.T. was a solig success,
particular]y with the 1ndgpeﬁdents thatlhavg achieved near
network level prime time ratings h1£h ad hoc specials, and
double exposure cumulative rat1pgs have ranked among the
top for the month.42 In spite of these ratings,
advertisers have had qualms: about doing pusiness with Sq

[ v , ' .
hocs.- In order to afsure top quality programming on a

"régular basis, up front advertisers must be secured. Many

national advertisers are reluctant to be sold on ‘the value
of ad hoc networks for two basic reasons. Ad hoc -
programming tends to be aimed aﬁ the up scale view,
providing a value that is noE taken into account by cogt
per thousand calculations that most program buyers depend .
on. Moreovg?, networks can offer audience delivéry

, .
yuarantees backed up by make-good commercials in the case

4
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© dﬁ a shortfall. Ad hoc pro;ramming“cannot offer this
' o guarantee. In view of this uncertainty, national
advertisers are requiring a -20% discount on-ad hoc
.. " networks.43 S

-

Information systems could be implemented to address
these pasic prqpfems. More 1ndepth audience 9na1ys¥§ that
*&kis being developed één establish the value'é} various ad
" “hoc hetwork audiences. Advertfser discounts could be,'
ééofded’by the adroit use pf compuferizgq audience
1nfo}mat{o€3 Y] ?ﬁat the make good guarantees ‘could be
acquired on ‘a station by station pasis.' This would provide
| make good programming further on in the season dépending on
ratings in each .market. This would involve an even more
difficu]t set of relatiops‘in an a]ready co%p]ex ma?i%tﬁng , -
scheme. However, the use of electronic 1nformatiqn'}o Tink !
"toge?her ad hocs is. already the key to their success and
this continued implementation should meet with general
encouragement. éeorge Matta, of Mondo&is1on in Toronto! W
who uses ad hoc 1ink ups within ganada to d1§tr1bute event |
prograhming; notes that with electronic mail and
established contacts, the time it tdkeslfo set up a
Canadian based ad hoc network has shrunk from sfx mopths in’
the first instance, to around two wegks at present.? How

]

the implementation of more advanced information résounces

— ~
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'lw111,effect‘ad hoc retaorks will be diséussed in more

¢ - 4 S L4
* detail in subsequent chapters. A

.
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4.2 PRIVATE SATELLITE NETWORKS ,
b . At the other,gnd of the spectrum is the ad hoc network .
which is put together for -a very spec%fic audjence. B A

Frequent1y,fthese narrerr private sate11tte netﬁorks are:
used by large'commerc1a1 concerns, usué]]y for distdnct
~market1ng purposes. Foriinstance, wheokhew products are
.daunched paﬁy large qoroorqtdons introduce these products
to their not1oqa1 sales force via.a pr1§ate sateltdte
nétwork: éht this particular appﬂication-is,Just the“tip
of the doeberg. The deve}oﬂment of private sate]lite
'networks for timely Commercial communicationsnds”ropidﬂy
growing as they prove their value in a number of areas. It
now costs about 5500 an hour for satel]ite transmission of
private programs.\ Five 'years ago it. costl$5000 45 Large
o ' " corporations hdve moved quickly to .take advantage of these_‘
-economies as have consortiums of educationa] 1nst1tutions.§
F1ve years ago there Were four private sate]]ite networks,
- . now’ there are over th1rt¥.45 In a sense it could be said
that 1nformatton systems and private satJ]]ite networks are G
creeting an international “busigess co]lege" where ‘
1nformation and ideas can be easi]y researched, stored and

exchanged. Here is a particuIarly instructive case study

L
L)
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st éuch'a network by William F, Walters of Merrill

Private satellite network events--subsequent]y

packaged for cable costs--are now a regular feature of
our marketing program. Our first experiment took

place ih 198 As a result of the confusion

surrounding cﬁanges in the federal tax laws, we saw an
opportunity to provide a valuable service to our
investor market. We scheduled arteleconference that.
would emandte from New York to the thirty-four cities
around the country. The conference provided analysis N
and interpretation of the effects of the new tax ltaws -
for investors, and featured several of Merrjll Lynch's

top experts. .
The teleconferencing was staged in a major hotel in
each city and announced through newspaper
advertisements in each market. Nationwide, .twenty
thousand pedple attended. A live feed to various
cable systems reached another ‘potential four to five

.million people. The video presentation was followed ’

by a question and answer session orchestrated by local
Merrill Lynch representatives in each city. The
success of the venture--in térms of audience
1mpact--was immense.

(As it happened, this event was scheduled on a night

when President Reagan subsequently chose to make a ’
nationwide television address, covering, .in part, the - -
same subject of tax law changes. Faced with the

‘costly prospect of cance]]ation, we discovered that T
"CBS was operating th® pool -feed for -other networks.’ : -

We contacted CBS and requested a feed to the Merrill

* - Lynch network. CBS demiurred until we persuaded them .  °

that this ad hoc.network met-the definition of
network. Apd for .a modest fee, we carried the
President's broadcast on our satellite and cable
network--with a Merrill Lynch commenptator in lieu of
Dad Rather. The President's address appeared

" fortuitously within the Merrill Lynch program, with

post-address commentary delivered by Merri1l Lynch
economists and experts. This phenomenon was in turn
covered by a number of local. independent statigns and
network affiliates, as well as newspapers in the
thirty four cities. From lemons came wonderful
lemonade.) ,
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We learned from the experience that the private cable
network system was a useful format. And by the :
timeliness of the subject addressed--and the exposure
of the audience to Some of our top Wall Street
"stars"--we were able to offer our market -a new value.
dimension. Yet, however succes$ful in terms of good-
will and good press,, that first satellite network

, trial produced little response in terms of new

-4

business. N . s

Response or interaction with ihformation is a very
delicate consideration for Merrill Lynch. It is
self-defeating simply to give away so much information
that the audience is motivated to circumvent Merrill '
Lynch and.go to a bank or discount broker. In the
same vein, we seék a measured response from
communications’ ¥rough interactive video systems; we.
do not want to sell products electronically, or
encourage investors to' bypass their account
executives. We conjectured .that the initial satellite
experiment failed to yield a measurable response
because the topic--the change ‘in tax laws--provided
useful information to valued customers, it did not
present a present problem that Merrill Lynch.could
sojve immediately and directly. In other words, our
advertisement did not give the audience any means of
response. o ‘

As a result, our second satellite network experiment
was structured differently. The title was "Strategy .
for' High Yields." And invitations were issued onky to
individuals who. had $10,000 or more in a Merrill Lynch
Money Market Fund. The ad hoc network consisted of
twenty-six cities throughout the country, and it drew
an audience of seventeen thousand. The format was
identical: a presentation by top Merrill Lynch )
representatives at each location. The result, .
however, was quite different. More than 34 percent ‘of
those who attended bought an investment product from
Merrill Lynch as an 1mme91ate and direct re{ﬁlt of the
sate111tn presentation.4

The Merrill Lynch experiments?aroﬁnd private networks

continued. In 1985 an in house grdvate networl, linkfng 15
offices with two weekly seminars chaired by marketing and
investment experts, was established. One covered the [v

retail trade, and the other institutional investors. Sades.

L7
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‘in these offic€s rose by 50% This year the network is
being enlarged to serve all 500 Merrild Lynch ‘offices in

~ the U.S. ‘and abroad. 48 - ' }

«

Other large corporations, such as IBM ‘Xerox,
Motoro1a, Metropol1tan Life, and Eastman Kodak are all
¢ spend1ng tens of millions of do]1arsaequ1pping studios and
installing satel?ite link ups. National Technolobicél
University ds a consortium of 18 universities based in
Colorado.?3 The Association for Media Based Eduoation FQF

Engineers is a consort1um\of 33 unlversities that

'\\ broadcasts 30 hours a week from At'lanta.50 The ‘courses ’

Mo ffered vary froh extremely narrow courses, on aspects of

durrent scientific interest, to courses on memorx'

1mprodement and te]ephone~sa]es technique.‘;The costs vary
from $3000 to $500 peér course which vary in 1ength from 11
to 2 weeks. 51 ' ‘

The succe'ss of these in house and acadenmic networks
has encouraged private networks in other areas where access
to up to date in depth research is important. Continuing
Legal Education, Bank Net and other business programming
'services are in the process of being established. The,

Investors Research Network has a]readyébeen established.
Investors Reséarch Network is designed for those .

institutional investors who trade over 60% of all

securities. While this may seem a very narrow market, pigh

‘.
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pfices make‘it worthw?ile. The cost gf thé service is
3{2,000 a year per cﬁstomer;52 Corporatq-broadtasts on the
service, whichnmﬁst be booked five days ahead of time cost
$10,000 an hour.53 While this service 79 not yet a year'
old, its gréwth,has been- faster than projected, and ‘it is

now an established voice in the financial community.sﬁ

"These networks are automaticaiiy linked to.bqth an
elettfoﬁic program gquide prinferq'and a VCR. This means
tn$€ programming can be schéduled at the'last minute to

keep pace with the most recent-events, and that the program
-'15 kepf available even if the customer '‘cannot view ii'when

it is broadcast. How these networks will develop will

depend to a large extent on the 1nnovétive'sp1r1t of

various segments ofi the business world. There are a number

I

of factors which would encourage this type of programming.

first, 1t_1sla‘comhuniCations tool that has proved its
effectiveness. - It is a very'éff{cienf way to communicate’
quickly to q$s€1ect audienée, an attrfbute that has always
‘been central to‘coMmérc1al succegﬁ and will prdbab]y become.

more valued in the future.

4
H

Sécondly, the technology itself is not only “user ;'

friendlyﬁ, it is, in many cases, "transparent technology".

That is to say that the system is so autohatic, the user

A

. .
P . -



4\’\

51 ~

~does not see the process. The television Qnd VCR are
turned on aﬂd.off automatica]ly'ﬁ} the broadcaster. The
electronic program éu{de'brinteﬁ is also turned on Sy the
broédcaster. The video tape can then be vigﬁed where it is
convenient and shared with other interested §rodps. Even
when participating actively via an audio;hook up, the
telephone technology will clearly presen% few problems.
Active use of an in house network cou]d'$1so-méduc&

.

expensive travel budgets and save travel time.

But the main ihterest in these private netWOrié will
probably come from competit{ve presgures rather than the
sheer practicality of the technology itself. It will'come
from a requirement to remain "in the'game“--in house
.satellite reception will become as necessary and
commonplace as telex. And secondly, just as felevised.
communi&ations have change; éhe way 1deiﬁ and products are
sold to the mass éudience, they will change the way
business §e1ls to business. Tﬁose that come to terms with
this technology earliest will be the furthest ahead.

Due to the nature of the Canadian economy, with its
servicé industries and natufa] resources, there are many
opportunities for private networks originatfpg.prongmpipg
in Canada. Many Canadianuihdustrieg sell to business
rather fhaq'to the cbnsumer. 'Private networks not only f -

A3
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provide an ideal basis for this kind of marketing, but will

put those sponsoridg such networks in the forefront of
business communications internationally. Business programs

on conventional broadcast television havé iraditional]y

been a poor relative, with very small audiences. However,

" those programs that are well produced attract a

surprisingly large audience. Wall Street Week is the most
successfu1 show on PBS. Venture on CBC haé'done reas%fab]y
well in its new Sunday time slot. It is fair to assume
then, that if the private networks can provide the
audience, p;oduction values will improve, and sponsorship
w111‘1ncrease., The problem arises 1n-putt1ng“va1ue on this
kind of programming. The cost per thousand measurement of

broadcasting becomes meaningléss in this environment. The

‘products and. ideas that are being pdh across are ones that

will involve enormous sums of money, and hold sway over
corporate fortunes and reputations. Eva]uating this type
of service, and assessing its usefulness will require new

A

methods of measurement.

Eboking at the growth of ad hoc network programming at
both ends of thg spectrum, it is c]eawﬁfhat there are a
number of novel distribution structures evolving that are
both promising and challenging. Limited experience has
alrefdy provided valuable insights: Both Operation Prime

Time and Merrill Lyngh have been successful in this area

[
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and identified fundamental principles on which to build
futqre 1mpfovemen£s; But regaﬁdless of how well these
principles are understood, they will have to be
.implemented--as the words ad hoc suggest--under time
pressures ahq in the face.of novel and ugforeéeen
@jrcumstances. The electronic publishing thaf information
systems‘provide, will give parficipants the best hépevof
smoothing 6ver‘whatever problems arise in these complex and
hectic circumsfé;cesi Communicating ideas, on an
efficient, timely basis-is clearly central to success heqe.
Exactly how information systems can be used to further

vari6u$ kinds of ad hoc networks is a subject for the

second part of this thesis.
4
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5.0 ' PAY TELEVISION, THEATRICAL RELEASE AND VCR-

In recent years the difference between drama

.production for television and drama production for

theatrical release has become erodeq. Feature production
has always counted on revenues from television rights, but
by 1984 the revenues a feature film generated from
ancillary uses surpassed the amount it earned from
theatrical release. This is to say that the average film- -
made more mone} from the sale of television rights, pay
television rights, and video cassette sales than it did
from the box office. So while a feature~film is still P
ostensihly made for the sc}een, in reality other television
markets are becoming far_more lucrative. These ancillary
marketskare continuing gp grow as 1s'ind1cated by the
estimates in Table 5.1.  Just how quickly they do in fact
grow, will have a direct bearin;‘on how this type of
programming is made and marketed: The relationship of pay
television to feature film has cr;stalised to some extent
over the past few }ears: VCRs, on the other hand, continue
tﬁfbe described as the "loose cannon" of program
q1str1§ution and are genera]}y considered a threat, drawing
audiences from theatrigal release, Broadcast, and pay
television.3% To understand this changing relgtionship

between television and theatrical release, it will help to

A4
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TABLE

”

5.1

Film indusiry percentage shares of revenue by source: estimated

and projected, 1980, 1985, and 1990

1980 1985 1990
Theatrical total 78.5 Y/.‘O 38.0
Domestic ™ 45.8 0.0 3.0
Foreign 3.7 17.0 15.0
Cable .
.Pay channel subscribers 5.0 16.4 19.0
Pay per view 1.5 4.0
Network television’ 6,3 4.3 30
Sypdication and other TV 9.0 7.3 5.0
Home video 1.2 23.0 2310
Total 100.0 100.0 100.0
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look at the rela}}onship of pay television and the film
industry, and then speculate on the impact of VCRs.

-

5.1 PAY TELEVISION

The ?ast ten years have seen pay éab]e services '
growing from a tentative and insecure position to one of
e§tablished success. Projections for pay cable revenue fo;
1990 have been as h{gh as $8 billion.56 As subscripti&n
ra}es have flattened out over the past few &eprs, this is »
probably an optimistic figure, but there is no doubt that
pay television is here to stay, and that it will continue
to grow. This growth, however, 1slpr1marily hampered by a
p;ogram supply problem. How the pay services come_to
resolve this problem will have a direct impact on h;;
pragramming is mgrketed. At the present time the pay
services are haviné trouble both producing material that
appeals to subscribers and finding 1nvestor§ to put up
money to c¢reate this programming.57 The cost of producing
first rate movie entertainment has outstripped their
ability to produce revenues. Before looking at ways in
which this impasse can be broken,—it will help: to
understand the underlying causes of the problem. This is
best explained with a brief commercial history of the pay
services and their foremost program suppliers, the

'Hollywood studios.
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In the early 1970's, Federal Communications ‘Commission
regulations on cable programming eased and qational
satellite link ubs between cable systems ‘became possible.
As is shown in Figures 5.1 and 5.2, this resulted in better
‘quality programming and growing audiences. Home.bo; Office
(HBO), he!ped by a two year head start onxits competition
and good satellite position giving it channels on'2/3 of
all operating cablé systems, became profitable in 1977.58
In. 1982, HBO made a profit of between $75 an $80 million
for its parent company, Time Inc.%9 The only real
competition HBd has is Showtime and the Disney channel.
With 1ts\va1ua§1e inventory of chiidren's proéramming and
its highly profitable theme parks, Disney will be in a
‘position to compgte at a loss for some time to come. HBO's
early.domination of the markét allowed it to pick up film
inventory and fiim n}ghts at low prices. ThesF lTow pricés

and the slowness with which the other home video systems

te

were coming into effect, forced the abandonment of many of -

the new prdduction companies which had bheen brought into
being by the prospect of the vast programming requirgmehts
of pay television and the other home video distribution

téchnologies." Here is a 1ist of some of those compan1es=\

Filmways, which combined with Orion pictures
;- Mel Simon productions

Lorimar, which no longer is in feature film production

\

he [
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! Zoetrope, which has also been.pit on hold /o

CBS theatrical fiims

RKG General

EMI films . ’

Associated Film Distripg}ors and its associates,
Marble Arch Productions '

.Polygram Piétureg_

International Film Investorsb0

-

A}

If these production houses failed to get of f the
ground, it qun't-becausé they mis{nterpreted the
éotentia], but gnly the r{sks. Wﬁe'establisﬁed studios and
HBO saw the potential, bét have managed to deffay the risks
by using other people's money. Until the 1970's, the major

studios financed their productions 1ntern$11y. At that

* time, financial hardship forced them to go public for.theff

inveStment. In the last few years, -as studios and HBO
began to look for ways to lessen risks unti] the exact
commercial potential of the ‘new distribution technologies

became clear, these outside partnershfps began to

proliferate. These limited partnerships havé been §trong1y '

. criticized for both the large brokerage fee '

. .
fnvolved--commonly 8% to 10X--and the inequitable position
they provide for the investor.6l "According to-Larry 4

Sqﬁerzer, co-chairman of the Enteréainment 1ndu§tfy group - -

of _,Arthur Young and Company, the‘Jargest account1n§ firm,

y

~
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”these Timited paétnerships were marketed 10 the\
unsophisticated investor for’$4500 a unit. These .deals
were clearly stqcked in favour of the stud{os.ﬁ2 U?ing
tﬁese questianable deals, SLM Entertainment Ltd. raised sdo
miT14on 4in public money for MGM/UA Entertainment Company.
Delphi Film Associates brought Columbia Pictgres for $11
mittion in two bfferings. Others, suéh as Cinema Group
bartners, Cinema Investors and Aurora Films Partners have
financed both studios and 1ndependent producers. None of.
these partnership have yet proved ﬁrofitab]e. SLM lost
$4.5 million on each of its first five films.63

One of the most criticized offerings was HBO's‘Silver

Scrgen ?artnerﬁ. This offering, which raised $83 million

of a hoped for $125 million was chdrac;erized as a ﬁeﬁ year
_’“1ntgye§t_free Toan to HB0.6%4 It allows HBO to(chgose which
films will be~madg; giving HBO all pay rights énd a share
of network rights in return for a Share in the other
profits gnd a guarantee that all that money 1nyes;ed will
be returned in 9 years. The productions that have been
‘qndertaken so far have little pdtentia] beyond television,
giving the'{nvestor little hope for a profit. "A Carol
Burnett and Eliquéth Taylor television movie, is still a
television movie", is an observation that is commonly

_volunteered py broadcast executives when ana1y21n§ the

. ‘
fu?ure re]gase potential of Silver Screen Partners

’
o . -
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'eproductions. One, 1ncompat1b111ty in the pay telev1s1on
/theatrica1 release. struchure is h1ghlighted here, Most of
the fi]ms which were .sold to the “unsophisticated" limited
partnership 1pvestors and the ones made by HBO, are aimed
at ;n older television audience: thgse who have money to
4 , invest andinatch pay-te1e9fsion.;‘fhe films which coutd be
considered to’ have ddod box office potentiaT, those_ aimed
at the 15 to 24~year old audience! which is by far the
Iargest aud1ence for: theatrica1 re]ease, as 1nd1cated by'
TahJe 5.2, were keptfout of the limited partnersh1p dea]s_
" by the stud1os. The resu]t of, these 1nequ1tab1e dea]s, and

the disenchantment of the "unsoph1§t1cated" investor, has

., been a fairer strycturing of some new dealé, and the

.introduction of. larger, shrewder 1nvesto;s tn‘the 510Q,000

to $500 000 range,b5 Regardless of how equitable the

Dt partnerships are that are ftnal]y put 1nto place, the

present pay te]evision /theatrica1~re1ease structure has .a

number of fundamenta] prob]ems, such as the age

compatibility of audiences that will not be simply .

-

resolved. . .
- /

” /
k4 ’

: ) ’ ¢
If the difficulties of the new services were, a
. mystery to many small production companies and -

/M)"unsophisticated" investors, and to “the advantage of HBO

and the major studios,’thex were not beyond the wiles “of

Hollywood's majg: creative management agencies. HBO claims
y 4 .

-
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TABLE 5.2

' Frequency of motion-picture attendance, 1981-3

\
Admissions by age groups -
Percentage of tptal yearly admissions Percentage of
: — resident civilian
Ayge . population
» (years) 1983 1982 1981 (as of 1/83)
12-15 13~ 12 16 “ 7.
16-20 25 25 24 ) 11
21-24 16 14 15 9°
25-29 14 13 13 11
30-39* | 18 16 17 18
40-49 6 8 6 12
50-59 ‘3 5 5 12
60 + _a _8 4 20
Tdtal 1007 100 100 100
12-17° 27 2 26 1
18+ B, 78 74 89
Frequency of sttendince (%)
Total public Adult public Teenagers | ey
(ages 12+) © "' ! (ages 18+) (ages 12-17)
Frequency 1983 1982 198% K 1983 1982 1981 1983 1982 1981
" Frequent
(at least ! .
once a .
;month) 23 % 25 20 2 2T 49 50 .
Occasional Lo : ! - a
(once in ) c
-6 - ’ .
months) 32, 29 29 2 09 N ki 32
“Infrequent ‘ : . ’ -
(less . ; !
than \
" once in : .
< 6 ' ' p
months) 9 9 10 10 10 10 4 9. d 5
Never 3% 3 .36 B 38 12 1
Unreported <0.5 1 <05 <05 1 <05 0. 1 l

“The total number of mov:cgoers ages 12 and over shpped modcralely from 173.9

million in 1982 to 121.6 million in 1983.

*The bulk of mouon-plcture admissions continyes to be generated by those
moviegoers under age ), accounting for 86% of total ycady admissions.
‘Frequent moviegoers constitute only 23% of the public ages 12 and over, but

accoupt for 84% of admissions.
Source: MPA A study conductcd by Opinion Rcscarch Corp

jo-
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to require 440 new titles a year. Hollywood produces
around 200 major re1e$ses. This projected increase has
inflated the prices charged for name talent at boom town
rates. Sylvester Stallone has negotiated a $12 million
‘single film contract, Duftin Hoffman and Robert Redford arg
asking $5 million each.  Other less well know but bankable
actors and directors have proportionately raised their fees
from $1 to $2 million.56 With this type of expense
involved a film can no longer make money as a hit, it must
be a blockbuster. As Figure 5.3 indicates, the odds
against a high]y profitable film are at least 10 to 1, and
the odds against a blocﬁpuster are around 50 to 1.
Presuming that HBO is prepared to underwrite.ZO.featurq
productions a~ye3r with name talent as a loss 1eaﬁer, that
still leaves 420 movies to be financed primarily on the
basis of a theatrical release. This brings the analysis to
the most serious-drawback in fhe present péy
television/theatrical release structure--a highly

-+

inadequate theatrical distribution system. (

In 1983, it~ looked ;s if HBO was going to be a very
large success with projections of -a 400% growth rate over
ten years and of requirements for film that was twice
Hollywood's production rate.57 HBO began to 1nJ;st heavily
in films. HBO invested along with Orion, Columbia and CQS

in acquiring the exclusive pay television rights on 28 to

~

A
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34, features.68 In 1983 with Showtime, The Movie Channel
and The Disney,ChannET about to come into existence, HBO
foresaw the ;nd of its monopoly position with -the studios
and went dirgctly into production with Silver Screen
Partners. Ni;h the limited success of this partnership
6ffer1ng, HBO is back in the market for exclusive and non
exclusive pay television rfghts, but now faces égmpqtjtion.
Moreover, the available inventory has been dev:1ugd;by
audignce exposure and no new programming strﬁetures have -
‘been put into place. HBO may encourage producers with the
glib prospect of a ‘requirement for 440 new titles annually,
but ¥t is apparent that theatrical distribution cannot
handle half tth many. And with the present demand for
blockbusters, thz}e will be room for far fewer, more modest
productions. As shown by Tables 5.3, 5.4 and Figure‘5.4,
there are around 20,000 screehs in ihe.U.S but only around
3,500 of those 'screens ‘qualify as top earning 10c§t10ns. A
blockbuster requires 990 to 1200 prints in release.%9 At
present the average re]ease is shown on around 80 screens.
As illustrated by Tables 5.3 and 5.4, over the past twenty
years the effects of this bottleneck have been an increase
in advertising spending :? 12.5% while ticket prices have
increased by only 6.5%. With more products coming into the
market-place these forces~§111 spiral. With more and ‘more

“films a§p1r1nﬁ to blockbuster. proportions, it will be far
more difficult for other films, without huge advertising
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budgets, to justify stays in theatrical release long enough %
for word of mouth approval to bring the success they might L
otherwise have. The net result will not be 440 films in
theatrical release, as H.B.0. seems to tmp]y is possib]g.

The result will be a distribution system that is used?to
hand1ing 200 maJor releases, being taxed by an over
abundance of’ f11ms with 1200 prints in release, being
pushed by huge advertising campaigns. This w1]1 force the
exclusion of many titles from distribution causing a net
decrease in theatrical releases. 1In the words o}‘Barry
vDil]er, chairman of Paramount Pictures Corp., this !
predicament will result in 2 "three-year nosedive that will
take another two years to get ¢ er".70 Whatever solution
that the pay services find to fheir present programming,
dilemma, it will prdbab]y be further and further away from
the pay teleyision/theatrical relefse structure that gave
H.B.0O. its meteoric start. Even if theatres are built to
accommodate more releases, the theatre going audience is

finite, and with more video diversions available at home

and elsewhere, it is more likely to decrease than increase.

There are three ways the major pay services can begin

to hedge against the pressures brought on by the present

structural problems in the feature film business and

increased competition. They can 1ncrease their revenues ]
with advertisements; they can make less expensive "made for

P - .
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pay" programming; or they can try to defray production
costs be;art1c1pation and foreign productions which bring
in strong presales in that particular foreign'harket.

Advertising agencies would be willing to pay a premium

to advertise on pay television which has taken a large

segment of the young and affluent away from the networks
and their advertising. The major pay services have so far
decided aga%nst carrying advertising, and it is unclear
Just how much they could carry withéut sacrificing their
distinctiveness to the advertiser supported networks.
Presumably they would not advertise during the
entertainment feature, advertising only between features.
To help audience acceptance, the advertising 1ts;7f would
have to be more subtle than the networks', less repetitious
and more gratifying. David Poltrack, who was vice- i
president.of marketing at CBS from 1979-83, believes in the
near future they might accept infomercials, which would Le
informative, entertainihg cfips between fegtures that would
have minimal §ponsorsh1p 1Hent1f1cat10n, but put the
sponsor in a favorable light through identification with

thé subject matter. Some examples are:

. A series of scenes from a new film promoting the

film.

¥
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. A video cVip of a cut from a new album by a group

or individual performers.

. A great mgment in sports ;ponsored'by a brewery or.

automobile company.

S . y
. A fashion report sponsored by -a retailer.

Th1§ type of inventiveness may even be able to upstage §ome
of the entertainment features but, nevertheless, it will be
a 1{mited source of revenue. Calculated at the projected
rate of pénetration of $45 million in 1990, the maximum
income would be about $1,725,000 per day or 56?0 milldion
per year.71 This amounts to only io% of the projected
subscriber revenues of $5 to $8 billion. Since even
"1nfomerc3a]s" would probably put tﬁe first advertising pay
service at a disadvantage, advertising revenues could well:
cost more than they bring in to the service which 1n1tfates
them. "

"Made for pay" television movies and series would have
to offer something to audiences\théy do not bef from the

networks. There has been some suggestion that the pay

services are, using more violent story lines and/d1rect1on,

and deal ng with sexual matters more directly. It is

ow far this trend can succeed and i;fl]

\
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maintain the interest of mainstream viewers.\ But
regardless of what pay services identify as their

audiences' interests, the pay services will have to budget

' for many expensive fajlures in order to compete

successfully in such a speculative business. ﬁith little
potential after market for "made for pay" it is a risk they

will have to take pn‘themselves.

The third avenue is lessening the risk involved by
participating in foreign productions which offers greater
value through production economies and skills, and a

reasonably large presale in that country. This does not

_provide programming as attractive as feature films, but it

does provide distinctive programming at substantially
reduced prices. All three of the major pay services are
actively engaged in foreign based productions. HBO is

involved with Harold Greenburg in Montreal and Robert

Cooper in Tbrbnto._ It is also involved with Londbn Weekend

T.V., Channef'Four and qudcrest in the U.K. In fact,

"HBO's most original project to date, the $12 million, six-

hour m1n1-ser1es‘"The Far Pavillions", was produced by

'Goldcreét and shot in the U.K. and Northern India.
Showtime q];o produced with Goldcrest.’?

I

Perhaps .one of the most profitable examples to take

note of is Henry Crawford's production, “Five Mile Creek",

4
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‘"a co-venture financed 75%73 by the Disney‘ghannei and 22%

by Australian broadcasters. While the majority of "the -

money comes from Digney for this 13-part series, and Disﬁey'
gets all the rights outside of ALstralia, the majordity of
creative input\comes from Austrdlians. .Some of the.major
roles went to Americans but the mgjority o? the actors wef?1
Australian. Disney has kept creative con%ro]lof the

script, and according to Crawford this Has‘amounted to
almost no creative %nterference. "They accepted our
recommendaéions on the cast, and there ha; been ver§ Tittle
compromise on the script, with only the odd’ word

changed".74 This differs from much of the Canadian
experience with u.s. pay television which haslleft'many

with the 1hpression that the only way to have a degree of
creative control is to participate as(the majority

investor. While there is a certain facile logic to this
"money talks" principle, it leaves out the most 1mport56t
element: rights; If the U.S. pay channels want to- acquire
the lucrative U.5. rights, then there must be some trade

of f, eithe; regarding those rights or creative control or
both. MMoreover, Canadiaﬁ producers have a larger hopme
market than Australians and have access to the Tele(qlm

fund.

While the problem of finding a way around the
production shortage may be a vexing one for pay television,

-+
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the recent success of split sc}een theatres provides some
hope of 1ncreasiqusupp1jes of feature films over thé next
few years. Splipf&creen theatres have been pioneered Ky
the Canadian firm of Cineplex Odeon. ' Cineplex Odeon hhas
taken o]d‘theatres and refurbished them so that they ’
contain several smaller screeps; So that while this
pract1£e dqe:znot create new theatres it does creatg many
more screens. And when Cineplex builds new sp]ﬁt screen
theatres, it does so in suburbaﬁ,areas where the young
movie going audience is'located. In 1984, Cineplex Odeon
had 163 screens in 22 theatres,’® by 1985 witﬂ(the purchase
of the P1itt theatre chain in the U.S., it became the

world's largest theatre.chain with 1060 screens in 391

Jtheatres.76 Confidence and interest in this success has

grown to the po1ntuthat MCA invested $106 miliion in
1986.77 In terms of marketing Canadian productions,
Cineplex Odeon through its distribution éompany ﬁan'
Canadian has‘always made an effort to promote Canadian
films. \Garth Drabinsky, president of Cineplex Odeon, has
had a long history of interest in Canadian production and
‘has indicated he foresees no change in company policy in

this area.

[
) .

™

If split screen theatres continue to provide more
screens in first rate locations, they may help moderate the

bottle-neck in the theatrical-pay structure. .If there s
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audience acceptanc; of these Smafler‘screens és apﬁ(oﬁriate
venues for the rqiease of ¥1rstfrate %eatﬁre entertatinment,
then-more fgature re]eéses‘behome b%ssib1e. Cibepléx @deo;
has enhanced othef elements of the movie going e&pgéience;
empﬁqsizing decor and the qlality of fits refreﬁhments (He.
rea)l butter op'the pop corn). If this concept'cbnt1ndes'€b
work,-then %n the mbre distant future audience acceptan;e=n

of High Definition Television (HDTV) as an apg}opriate

medium for a theatrical release becomes possible. There 1is

no technical reason why HDTV cannot duplicate the quality p

of these smaller screens. DBS delivery would eliminate
interference and reduce the cost of distribution-to a

fraction of its present costs by eliminating\prints.

But regardles; of-how these e]ggant technological
marvels streamline feature film production and distribufion
in the distant future, there iﬁ a humbler distribution
technology that in its present form may “ﬁ]] establish
markets for production that‘will finally pgrmit the new
methods of distr*bhtion to live up to the{} vast o
prﬂgramm1ng promise. That technology is VCR.

5.2 CR

’

VCR, by'virtue of the fact that it bypasses the

constraints inherent in the pay TV-theatriEa] release -
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sthucture, may me e the key that finally opens up the

"elusive potential that has so often been foreseen in the

1]

new ancillary; markets. From a broductiop marketing point

s .of view, perhaps~dt is best to look at VCR as a second form

L

of - pay television. Unlike cable pay -television, there are
no increasing physicaliproblems to the continued .

S 1mpfementat1bn of VCRs.! The cable "plant® becomes

-, ‘ »

. prohibitively expensive 1n sqme urban areas where the cost
. of building is very hiqhu And the cost of bu11d1ng in Tess

'.? populous areas often does not supp1y an adequate return on

k

'investment. In many foreign markets, the caoﬂe
“1nfrastructure will not be in place for decades if at all.
. . So while cable growth is leveling out, and will'have to -

contend with some definite limits to its gnowth' VCR ,as
[

indicated 4n Figure 5. 5, willl encounter no physical

°

11m1tat1ons to continued penetr&@ion._
s l A

»
- ¥
i

| Nor qre demobregnjc fnconsistengdes, or distribution
b E bottfenecks, prob1em§ af%ecting VCR*release. Assets Ean be
-5 ‘ '"ldistributed where they are wanted, and in the numbers tQ£=E3
L are. wanted and, as Figure 5.5 111ustrates, un11ke bofh ' .o
1theatr1ca1 and pay Tvﬁmarkets, they have a very long
revenuée éarning'schedule. ﬂhi]e many foreign markets are
[; . | ’ regulated aga1nst imported theatrical re1eases in some way, -
regulating against VCR' cassettes 1s Qery difficu1t, if not

43 N
i . o 7
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accordidg to Micheal J. Naples, president of the
Advertising Research Foundation, this change'wi1l amount to
something far more inventive than just more careful
ﬁesear%h and the tactical use of new television
aavert?sing. It will usher in an age of'profound change
that is as yet unimaginablg, as media structures change
bodh iﬁ'the way they‘inf1uence consumers ahd in the -way

media are evaluated.

Y

It is now widely accepted that the new technologies
will have an enormous impact on the consumer and also
on the ways in which most firms da_business and
. conduct research. In research applicatlions thus far,
laser scanners, microprocessors, and cogputers have
had a greater positive impact on advertising and
market research in the United States. Cable '
‘ $@levision had a major "impact, even before it was
¢bnsidered one of the new electronic media. I beWieve
that satellites., videocassette recorders, video disc
players, and other forms of new electronic media
including two way or interactive television and
videotex are likely to have sizable impacts as well,

...the impacts of the new technologies on advertising
research.have been revolutionary, and I am convinced
that we are entering into nothing .less than a
renaissance gga of discovery, learning and application
as a result. ‘ ~

L Whether the net effect of this new distribution and

information technology is merely a critica} rethinking of
advertising spending, or a much more profol(nd restructuring
of the industry, will be discussed in detail later. But

A

rggardless., 1 more strategic use of information about

dudiences and programming will become a requirement of the

new te1evision'§wsiness environment. In practical terms,

~

.G
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The one structural problem that VCR shares with cable
is 1imited programming. But it is projected that VCR will
amount to a market almost_as'important as theatrical
release by 1990, At the present time producers are already
making."featufe" entertainment for the VCR market with no
theatrical release involved. Many.low budget productions,
such~as those created for Channel Four in Britain, cost
around a mi]]ioﬁ do]lars; and can be widely distributed on
VCR cassette in markets that would never support them as a
pay or theatrical presentation. : If VCR becomes one of the
ﬁremiere outlets for entertainmenj }rogramming, the
convenience and choice of entertainment it provides could
create audiences as ltarge, and with the same demographic_
diversity, as those that frequented movies before broadcast
televisibn (see Table 5.6). It can be argued that this
audience was not-shared with other home Qideo a]ternati@es.
But neither did the pre-1950 movies have 1mﬁed1ate access
to a foreign market which promises to be two to four times
the size of the domestic. market which VCRs makT possible

‘a(see Figure 5.6). Moreover, manf,experts foresee VCR

changing to én 8mm standard by 1990,78 which would make the
technology less expensive. While at present cassettes
range in_price friom $30 _to $70, George Matta of Mondovision
in Toronto.fo#ese s large production volumes will lower
prices. ,He estimates that

;A

cassette selling 400,000 copies could retail for as Tow as

4

a generi} interest instructional
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) ' TABLE 5.6

Average weekly movie attendunce in America, 1926-80

. r——————————————————————— ——— vt
S ., e — =

Year Average weekly attendance Year  Average weekTy attendance
1926 50,000,000 1953 46,000,000 ‘
1927 57,000,000 1954 49,000,000
\ 1928 65,000.000 N 1955 46,000,000 . .
1929 95,000,000 1956 47,000,000 . ' "
1930 90,000,000 1957 45,000,000 : '
1931 75,000,000 1958 40,000,000 - ~ .
., 1932 60,000,000 1959 42,000,000 i : :
1933 60,000,000 ) . 1966 40,000,000 .
1934 70,000,000 ~ 1961 42,000,000
1935  75.000,000 : 1962 43,000,000
1936 88,000,000 ) 1963 44,000,000
‘ < 1937 85,000,000 N 1964  ° ‘
| . , T 1938 85.000,000 - 1965 44,000,000
) . 1939 85,000,000 1966 38,000.000 o
C 1940 80,000,000 : 1967 17.800,000 -
: ' 1941 85,000,000 1968 18,800,000
: 1942 85,000000 1969 17,500,000
1943 85000000 1970 17,700,000
194 85,000,000 ) 1971 15,800,000
1945 90,000,000 - 1972 18,000,000
. . 1946 90,000,000 ' 1973 16,600,000
i S 1947 90,000, ! 1974 19,400,000
| 1948 90,000,000 L, W15 19,900,000
1949 875000000 1976 18,400,000
1950 60,000,000 1977 20,460,000 .
1951 54000000 O 1978 21.800.000
1952 51,000,000 “ 1979 21,600,000 - - . _
) . ' ' " 1980 19.600,00( N
RN . e e ———i e ————————trener e oy —————————————
‘ ‘ *Not reliubly reported,

Source: Reel Ij‘acu. © Random House, Inc.
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$10.79 In any case, it 1s clear by now that VCR will

continue to be a-growing mgrket, thai‘will not only change
the economics of production but will strongly influence

quality and content as well.
~

If this projection holds true, in the end VCR will not

come to be seen as a "loose cannon" threatening the

"audience's shares of other services. VCR will come to be

the financial we11-sprihg that can help finance the broad
%

spectrum of programming which other services in the

fragmented market-place find too expensive to produce on

their own.

~
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6.0 PB ) _ f
Although PBS is not directly affected by the new
distribution technologies, it too is going threwgh changes

'that may provide opportune markets for Canadian production,

Indirectly PBS has more to gain from the new distribution
techndlogies than any other-programming service, in that
the projected ancillary earnings from PBS programming on
cable and video cassette may we]i be prbportionatély higher
than the ancillary earnings of other progyans.eo With
federal support cut back PBS is develop1n§ further
commercial support by allowing announcements that draw more
attention than mere sponsor identification, but do not
perm1t %1rect commercial appeal or advocacy advertis1ng.
These two factors may substantially.increase the incentives

to corporations to fund PBS programming.

In fact, when the present 100X PBS donation tax
shelter is added to other projected ancillary distr{bution
rights, the cost of funding PBS programming can be

bi3
calcu]ated to be completely defrayed over five years 8l |,

* The 1nter€sted corporation shelters the investment by

leasing the program to PBS and thén contributes an equal
sum. This gives PBS the program for free, and allows the
corporate spgnsor to save half of the worth of that

donation by sheltering it from a 50% corporate tax rate.

~
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Siﬁce PBS 1s\a1fow1ng its programming to be carried on
cable, an immediate cable sale would be 6ossib1e. Analysts
“also predibt a s%rong video cassette m;rket for ;he-

informative and "classic " PBS programming.

3

Presumably, the lease/donation tax shelter would be.
applicable to Canadian programming. If the corporation

could be used in the creation of the

‘were regisgered in Canada, then presumably the Capital Cost
" Allowance

programming. With the barticipation of Telefilm and a

Canadian broadcaster, the corporation's risk would be

virtually nil. \

o 0

L

p



85
7.0 SUMMARY AND CONCLUSION PART 1

Fragmentation has- encouraged programmers and producers
1n'the U.S. to 1ook elsewhere for programming and
production partners. The major networks are now r1111ng to
consider foreign proposals. The Canadian production ;"Night
Heat" is the first Canadian series to run regu]arly on U.S.
network television. witp network audiences slowly being
eroded by the newer distribution channels, the real
possibility of a fourth network, and declining sales,
networks will look at foreign production more seriously.

As major corporate sponsors consider the economies of
producing their own programs, the greater economies
inherent in Canadian produced specials will be attractive

to them.

Ad hoc networks and private satellite networks wjgﬁ’
continue t0'becom§ a more prevalent feature of
fragmentation. ?E;\td hocs have shown a ready interest in
foredgn programming and will continue to require
programming tﬁit is already presold .in foreign markets to
help make costs more manageable. Private sate]life
networks are just beginning to develop their potential., If
thé most recent brojects are indicative of their '
effectiveness, then they will become a far more popular ?nd

polished ‘advertising medium. Their ability to put ideas

]
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directly to opinion leaders, will be attractive to those

that have new products and plans to sell directly to small -
« ¥
groups in industry and in government. They should be v

particularly useful to resource-based industries, service
industries, and others that deal with a small number of
major customers in increasingly competitive market-p1aces.

~

Pay cagli.and VCR will conkinue to be expanding

markets for tpéatrica] productions, and provide important {

angillary ma;kets for documentary and "classic" programmfng

tQat might also 1n§ere$t PBS. As pay cable profits

decrease, their interest in outside co-p}oductibns will -

grow., VCR penetration continues, and will provide a \\ /
J

correspondingly important .market. PBS, with increasingly  ~ —
1imited funds, will also continue to be interested in high .
quality programs that are presold elsewhere. ‘
i .
But how oppprtuh1t1es are eventually exploited in the
new fragmented market-place, will have as much to do with

how this market-place is interpreted and approached, as

with its programming possib¥lities. .Fragmentation will

cause fundameptal structural changes in how bBusiness is

carried out. It is apparent t the largest advertisers

.may well have to depend more and mo}e on their own skills,

and less onjadvertising agencies and the networks to do

well in the future.

\,""

[y
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Changing 1ifesty1és are threatening market,sharés of
many established products. Many new products and services

are coming into the market-place. Potential market growth

" now exists in countries that, until recently, had been of

no real commercial importance. A1l this will cause
advertisers to looklmuch more closely at their media
purchases and policies. Apa]ys1s in this area will become
more sophistisg{gd and inteﬁse as the requirements for more
advertising in _a more complex set of circumstances confront
budgetary limitatioqﬁ. The opportunities provided by the
fragmentation process for mdre.and different kinds of
televis}on programming will continue to grow. But as these
opportunities increase, the buyers wil]\a]so become far
more critical. To deaf'with this market effectively will
require a more detailed and thoughtful approach. Just how
this kind of new information management is being developed

by marketers, advertisers and the television industry in

genéra], is the subject of the second part of this thesis.

A
t
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8.0 INTRODUCTION PART I1I:
" INFORMATION SYSTEMS AND TELEVISION MARKETING

Theére 1é\certa1n1y nothing new in using information
about television and radio audiences to judge the market
worth of programming. Nielsen' and Arbitron in the U.S.
have béen evaluating audiences since the beginnings of
broadcasting. In Canada,, 6 the Bureau of Broadcast
Measurement and Nielsen have played a similar role.
Simmons, Media Information Researéh and many other smaller
firms now supply a‘var1ety-of analyses Ss well. There are,
however, a series of new and re}ated factors that will
eventually precipitate the creation of far more detailed
and complex electronic information systems in this area.

To begin with there are broad changes that will
characterize the growth and implementation of 1nf6rmation
systems in. general. These broad changes are illustrated as
"seven strategic transitions" in Table 7.1. This rough
scheme of future development created by advanced marketing
at 1BM, highlights the major transitions that will affect |
the way 1nd1v1duals\come to look at 1nférmat10n proddcts o
over the next two décades; Inherent in these large themes

are three morf specific changes that will ‘have a direct
bear1ng_on fhé implementation of information ;ystems for

the marketing of television productions. The first factor '

is the present implementation of a new generation of data

Il
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co11ect1on technology that w111 collect much more detailed

audience, product and demographic 1nformation The second

factor is the continued development of extensive

combuterized_data bases that will make the relevant
info;hation about aupiences, consumers, products anq
compet1tors, far easier to acquire and use. The th%eb,‘and
perhaps the most 1mportant factor is the growth of i
familiarity in 1arge}organ1zat10ns with the va]ue of
electrdn{c information systems in the analysis of the
market-place. This fami]iarity is due to the development
of information systems in general, and the rapid growth of

oo
personal computers as a managements tool,

! . . &

.Electronica11y stored and distributed information is
becominb the basis for managing“many types of production.
It permits- and encourages a comp]ete and up to date p1cture
of a wide variety of situations. It has been said that
people cannot be analyzed in compartments--the same is true
for electronic information systems. Systems cannot be
atomized: In fact; it is the growth of interrelated data

bases that will continue to make information systems such a

decision making asset. tht does define a system is how it

can be effective]y applied to solving problems. In this

case we are talking about marketing problems. When an
e]eetroniq information system deals with these problems it

is frequently called a Market Decis1o£}§upport Systems
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(MDSS).'The information available to these systems ¥s very
brpad in many organizations. For instance, the "just in ,
time" or Kaban system of manufacture -in which suppliers
must deliver the precise piece at the time & pro@uct
assembly, reacts directly t0'prders frop the mérket1p1ace:
In that instance }t ijs fair to say that the MD§S is part
and parcel of computer dided manufacdﬂrfng systems and

product design systems.

Consu]tants.CharfEs M. Lillis and Bonnie Mclvor

working with General Electric, divide that company S MDSS

. \.r'

fnto 13 catagories with many subd1v1510ns and')1e ins with
other computer systems.B_2 They a]so point out that MDSS
have mostly grown out of s*ftems that were first des1gned

.to support financial funct1ons within the company.83 Here

is a definition they gsveato MDSS:

1 v

™N

.« coordinated collection of data, systems,
tools, .and ‘techniques wi supporting software

and hardware by which an organization. gathers and
interprels relevant information from business and

) enviranmant and ;gans it 1nto a basis fo?
marketing action.
1o

£ .

While thi} definition is some help it is, I thini, too
technocentric. After all, as pointed out in the v
1ntr¢guction to this thesis, it is people that make

decisions, not technology. " Vincent P. Barabba describes

~. ¢
[y
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MDSS with a more distinct emphasis on the human element
) - Ie) Ao,

whigh, “as we shall see, he feels is the central issue.

™

\ . .
" An MDSS may be many things, but one set of 'F
characteristics that seems to provide real benefits, ’

in terms of better information for better decisions, y
1s the following:

- An organ1zation of people who understand and know .
, how to.use both the computerized system and the
marketing information; this organization must ber |
competent in several key d1scipT{nes 1nc1ud1ng

) . Analytica) data .processing
o "Data base design - ! *
Statistics , ) \
Model building a .
Market analysis ™ ' ’

- A computerized system for storing information,
4 about selected markets % .

- Software that allows the organization to retrieve
reltevant information and to manipulate the
information into reports and models

The system elements under the term MDSS technology ,
“nclude the following: . e

Data acquisition systems

Data pase management systems

Retrieyal/report writing/query processor

Mode] bank

Statistical analysis tools N
Graphics

‘Directories between specific data_.eiements and
higher 1e§e1 information classification

schem 5.8 o~

~
-

. MDSS are becoming more and more a part of the way.

commercial thinking is organized. Nhile they often grow

- out of financial systeﬁs or 1ncorporate other types of

systems, a more re]evant and convenient distinction to make

w. -
is whether the marketing decision served by the system
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" tends to be tactical or strategic. That is to say whether

the decisions it assists in making deal with the ins and

outs of the marketing of various products, or with the

,stguc}ural dynamics of the market-place itself. In the

words of the General Electric consultants:

¢

These MDSSs, in nearly every form, have a powerful
potential for impact on a business's procedures,
strategies, and organization. As our- thesis has
suggested, this ?enerally occurs from the bottom up by
aggregating, analyzing, and modelling primary market
data, but can also occur at e strategic. level, from
the top down, with the use of general models that
capture key structuwral re]atioB hips in the market.

We call these generic modules. .

.
Is

For the purposes of this thesis, whether a MDPSS*used

to analyze structural relationships is called strategic or

generic, is unimportant. What is important -is the -

distinction between the tactical and strategic uses of

information systems. While industry in éenera] has moved

quickly over the past five years to react in a strategic

sense to more detailed marketing information, those

-

invpolved in audience ratings and broddcasting --and who

haj:

always responded directly to market, information--have

done relatively l1ittle to improve their information’

¥//t;chnology and systems beyond the rudimentary tactical

level, On the surface of things, this is surprising in an

industry that is going throdgh profound structural changes

" and that -abounds in assertjons about detailed marketing

analysis being the key {; the future. The reasons behind

~
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this relative lack of 1n‘itiative will be discussed in -
detail 1ater. For the purposes of 1ntroduction it is
sufficient to say that 1nformation about televis1on

' marketfng'will come to be viewed in a far more strategic
sense. Just how far this st;ategdc analysis will go in
1ead1ng to industry changes is a matter of opinion. David
Poltrack, vice president of researgh at CBS sums up this

need for more detafled information in these re]at1ve1y p

modest terms: S . x

A

o ‘ ¢« ...t seems certain ¥hat network television wil] be 3 '
Tess—effﬁtﬁemt*aﬁvertﬁsﬂ#nrﬂne&+um~+ﬂ—%he—yeafs—ﬂheeﬂ—————~——————

Unfortunately for the advertiser, there is no superior -
national advertising medium on the horizon.
Compounding this problem is the fact that 4the network
9 . audience share loss will be inqurred largely to pay
cable .competitors who probablquM11 not accept
advertising. As the economy grows and as increased
discretionary income makes the U.S. television '
audience a more and more attractive target, a greater
o number of advertisers will compete for a relatively
fixed 1nventory of audience 1mpressions.
THre advert1§er s approach to these network market
’ conditions must be one of careful planning. Greater
use will have to b& made of fringe dayparts as
primetime it costs continue to increase. Spot
television in major markets will have to be used to
supplement lower GRP-level network campaigns. Ad hoc )%\
networks formed by independent stations will provide a
: ‘means of reinforcing a national network television
) campaign base. Finally, teletex will offers the
: advertiser a means by-which to exg;nd a necessarily
i short network commercial message.

At the very least then, there will be far more ¢

strategic analysis on the part of teleyision buyers. But

»
H
-



96
accé}ding to'Michea1 J. Naples, president of the /

4

Advert1s1ng Research Foundat1on, this change wi]l ‘amount to

something far more inventive than just'more careful £

- e
research ang the tactical use of new telev1§1on

advertising. Itﬁgi]] usher in an age of'profoﬁnd change
that is as yet unimaginable, as medna'structu}es change
both in the way they influence consumers anﬂ fn the way
media are evaluated. ’ . /
7 S
It"is now w1de1y accepted that the ney techno\ogies
will have an enormous impact on the .consumer and a]so

on the ways in which m¥st firms go business’ and
s conduct research. In research applications thus far,

¥ laser scanners, microprocessors, and computers have
had a greater positive impact ¢n advertising and
market research in the United ,States. Cable
television had a major 1mpact, ‘even before it was
considered one .of the new eléctronic media. 1 believe
that satellites, videocassette recofders, video_disc
players, and other forms of new electronic media
including two way or interactive television and.
videotex are likely to have sizable impaéts as well.

...the impagcts of ,the new technologies on advertising
research have bee# revolutionary, and-I am convinced
that we are entering into nothing less than a
renajssance gga of discovery, learning and-application

as a result. .o T

/ o (
Whether the net effect of this new d1str1bution and
1nformation,technology Ais merely a critical rethinKing of
advertising spend1ng, or a much.more profound restructur1n%
of the industry, w1]1 be discussed in_detail 1ater. But
regard]ess, a more strategic use of information gbout
aud1ences and programm1ng will become a requirement of the ..

"y
new te]evision business enyironment. In practical terms,

/

.
- , ‘

/ - ’
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the .technology itself has yet to be put .into place. .
Nielsen and‘Arbitron,have developed their people meters™

equipmerit to just beyond the experimenta]-stage. In

‘Canada, BBM is only just this year discussing the

1mp1ementation of. peop]e meters with 1ts u.S. counterpa(tsa
Researchfon YCR has yet to turn’ up detai]ed audience
measurement plans in ihat area. The imp]ementation of MDSS

among major advertisers is only in its format1ve stages. -

Advertising agencies aré just beginning to use this kind of

-deta11ed,1nformat10n to formulate media pians. Beyond -

these present pressures, the continued imp]ementation of

eJeétronic money, aﬁq electronic invenmtory control, will’

give-3dvertisers information about the market that wf!ﬁ be
incr, as1ng]y‘current and detailed. The pressure on media, '’
ertising agencies and research companies to-keep pace

can only increase.. 1h any case, the questian is no lénger:

will these new information technologies have a profound

'1mpact on media strategies? The question is now one of .

degree and timing., L &gf%7 .

In summary, while information systems are'now"being
used by many:organizations to iaentify opportunities
created by structural changes in the garket -place, the
television 1ndustry has reacted slowly to this poss1b1lity.'
Fragmentation, g(owing use of information systems among
Tf&ﬁr advertisers, and a continuing trend toward broader

L - ) '.\/ X

Y
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and hore d%}aiTed harketpplace “information will work to

develop. MDSS for media purposes. ' . ' - T
' p » p p .." ~ ‘ . % 1/

R L - . o
The second part of this thesis will be divided into

two qhaptersJ The firstfchapfer will review and analyze
past énd present audience measutement éervices in more

detail. It will then-look at 'the new information systems -
/ ’ - )

© that these services are putting forward. In the second

chapter, 6a§e studies of.mafketing information -systems will
- . p .
be reviewed with an eye toward the difficdlties and

possibilities involved in creating MDSS for media and

3 = . ’ &
television programming.

?
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9.0 .  AUDIENCE MEASUREMENT-AND NEW INFORMATION

-

TECHNOLOGY- '

ks mentioned in-the previous chapter, the major
sources of tg]eviéion ratings are Nie]sen; Arbitron--and 1in
Canada, the Bureau of Broadcast Measurements and Ni@l§ép.“,
" There is no competition with Nielsen on the national level
in the U.S. A;bitron does compete with Nielsen on the

locallevei. ‘ ' A .

The A.C. Nielsen Company\wéé established in 1923!
doing bagic market research for the growing packaged éoqu
retail market. Thg Nielsen food and drug 1ng?x established
the ceppany in market research, and when broadcasting
bec ame ne'of the major adtvertising avenues for these
products, N1e1seh began to evaluate the effect%veness of
that ghvertis1ng During the 1940s, Njelsedl1qtroducgd and
perfectgd the audimeter, which kepiltfack of how a N

hbdseho!d kept a radi& tuned during-a given month. This

-

vcwt”

basic technique, with occasiona] techno4ogica1
1mprovements, has remained the central element 1n ratings
dver the years and*continued with the 1ntroduct10v of
television. Today Nielsen has 1700 audimeters coégectpdjto
~t'e'levdis‘ions acnpéé the U.S. 'In addition, Nielsen compiles

° a 2400 household diary sample.89

N -
)

it
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“The‘meter sample measures ousehold's viewing

patterns.’” Televisions are equipped with a Storage
Instanténeous Audiméter, which records every minute of
television use by channel-and then feeds this information
on a daij basis to a central computer. Daily repo}t% are
made availablé to networks and other subscribers on a one
day de]ay\ba§is. Ratings are further summarized in the
:East Weekly Household Report"”, which provides ratings by
daypart, ratinmg and share information for each program.
This meter sample provides information only on television

tuning--not on who is,in fact viewing the programming.90

Viewing is recorded in detail in 2400 household
diaries.91 The;e diaries record the viewing of all,
houséao1d members in yhat i§ known as an Audilog. An
Audilog is provided for each television set jn~the
howseholdi Viewing is recorded oﬁ a quarter hour basis.

Each television set is also equipped with a Recordimeter,.

which counts the number of hours the set is used during the

week. If there are evident discrepancies between the diary
and the;Recordimetef, the diary is eliminated from the

final samp1e.?2

,  Information from g&ese diaries are combined with
information from the 1700 household meters into 17 biweekly

reports.93k'The meter samples provide rating and share
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information, and the diary 1nformat10n provides the
demographic detaiis, - These reports are commo;1y referred
to as pocketpieces (due to their pocket size) and,the 4
weeks that. the; are not produced are called "black weeks"..
Other reports put out y@ Nielsen are "Market Audience

? ﬂ Demographics Report* issued eight timeg~a year, and "Market
Section Audience Report" -issued nine times a year. The most
detailed report is the "National Audience‘Demographics

Report". The cost of these services to tﬁe networks is ‘ '
. around $8 million a year.9% They are by far the largest  *
c11ents, with other cl%ents such as major advertisers and .
agencies paying according to the size of their billings,

¢ the largest running into $ix figures.9d

At the local level{ Nielsen and Arbftroﬁ'compete for
marketrresearch budgets. Niereﬁ puts out the "Nielsen
Station" Irdex (NSI),'and Arbitronr puts. out "TeleviSfon
Market Reports". While each cbmpan& uses sljghtly
different un{ts of measurement, they offer morenor iess the
same periodic measurements. Arbitron s Area of Dominant
) Influence (KDI) is a more established unit than NieTsep s

Designated Market Area (DMA), although many other units for

T

~measuring local television audfence are comparaﬁle.

-4

Arb1tron began as the American Research Bureau 1n

' 1949, doing television audience research- 1n three markets-

-—-
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A washington,'Phi]ade]phia'aﬁd Baltimore. Arbitron expanded

rapidly, reporting on 35 mquets by 1953.96 - 1p beS b
Arbitron began to research radio audiencgs, and 1s now the
dn1y}major researcher in this area. In 1967 the company
was bought by Control Data Corporation. It changed its
name to the Arbitron Company in 1973 and the Arbitron‘///
hatings Company 1n 1982

P

“Arbitron u;es sevgra1 basic units of audience measure,
but it is their ADI that is the most widely used and
recognized. The number of ADIs varies slightly from year
to year as minor changes are made in their make up.
“Arbitron now defines an ADI .as "an area that consists of

Arbitxon sampling units in which the home market commercial

--orted in comb1nat*an

staJ1ons armd satell -e.station&

ponderance of viewing

°

L4

witm them received a pre
hours*.97 It-is the ADI, and not the similar
designated market area (DMA) used by 1sen that 1; in
general use by statistigal sources - yuych as the Television
Fact Qook, the Standard Rate and Dagfa Service, and Media -
Markef Guide. At present there
The meaSurement techniques for these 211 ADIs are similar
to Nielsen's., 'Diarigs are used in all markets, with the
sample size depending on the size of'ihe ADI mark.t. I
§ma11er markets are measured wiﬁh 200 to 300 d?a?ies,

medium sized markets with 1000 and the largest ten top

{re 211 ADIs in the U.5.95, s«
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market5'11th'1500.99 The size of these markets vary
widely, -with -the top 'ten markets containing 1/? of 211
e1evisdon househo1ds, the top 30 over 1/2, and the'eop 100

over 85%. .160 Arbitron also uses me;erg?un eleven top

-

' markets. _ : : 5 !

A , '(;'\,

[

" As mentfoned the major difference between Arbitron
and“ﬂie]sen is not -in what they measure but in the bas1c.

unit of measurement used. A1l markets are measured for 4

weeks at a, time during November, February, May, and July.

7Se1ected ma#?ets are also measured during October, January

-

~'and March. These periods ‘are known in the trade as
" r A . . -~
"sweeps”.10l jeekly measurements are iven for the Tlargest

marketsl"All surveys are compiled with the use of diaries..

The 1nformat10n provided gives demographic and household

1nformation broken down 1nto daypart, quarter hour and
s . , N )

probram.& ' t ) o

~

-A discussfon of retings dnvo]ving the various

differences 1n definitions and techniques, would require an
'°extens1ve detai]ed exposition that is not entirely relevant

I.'> N »
’here. Nhat 1§"re1evant here 1S‘how these major' rating

services are coming to terms with fragmentat1on ‘and .
(
marketing dnformation systems. In tmis latter aspect

these rating servigee are currently going through a p@piod

of fundamental change and eipansiontthat will change the

Iy .
” . o > Y N
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. TABLE 9.1 '
T b <
, ADI MARKET RANKINGS
FOR 1981
Rasnk e . "7 Market ) hauseholds
1 New York 8,410,900¢"
2 Los Angeles ‘. '4,140,000 -»
3- Chicago - . 2,968,100
"4 Philadelphia (Allentown & Wildwood}f 2,385,800
$ San Francisco . . 1,959,000
8- Boston (Manchest.er & Warcester) 1,878,600
7 Detroit ’ 1,661,400
8 Washington, D.C. (Hagerstown) 1,465,800
<9  Cleveland (Akron & Canton) . 1,394,800
10  Dallas-Ft. Worth . . o 1,360,800
. 11 Houston . ‘ \ 1,276,400
12 -Pittsburgh ’ . + 1,224,900
13 . Miami (Ft. Lauderdale) 1,106,200
14 Minneapolis-St- Paul - 1,094,200
15  Seattle-Tacoma (Bellingham) . 1,087,000
16 . Atlanta ‘ 1,085,800
17 St Louis . 1,024;300
18 Tampa-St, Petersburg 937,800
19  Denver " .874,900,
20 Baltimore N . 862,900
21  Sacramento-Stockfon (Modesto) o' L 811,400
22  Indianapalis % 796,700
23 Portland. OR - 788,300
24 Hartford-New Hawel- 785,000
25 " Phoenix (Flagstaff) % ~, . 731,000
26 Cincinnati - & : ’ }1 702,800 '
.27  Kansas City X / Y~ ) 696,700
27  San Diego S . ' 696,700
29 Milwaukee “ . 678,700 |
‘30 Nashville 855,700
31 Buffalo N } 608,000
32 .- Charlotte (Hickory) , . 608,400
33 Orlando-Daytona Beach - * ’ 597,500
34 New Orleafis- . . © 588,400
35 Columbus, OH - : - 580,800
.- «Q
a6 Memphis . : @ 570,200
37 Grand Rapids~Kalamafoo-Battle Creek 565,900
38  Greenville-Spartanburg-Asheville 551,000 *
39 Progvidence~New Bedford a 548,900
40 Raleigh-Durham N R v y
31 Oklahoma City - §33,100 -’
42 Louisville - . 524,000
~43  Charleston-Huntington . 521,600
44  Salt Lake City N 513,100
4 \. ‘ |
[ * .
’ N . ¢
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TABLE 9.1 CON'T

ADI MARKET RANKINGS
£OR 1981 (Continued)
4

\

ADITV
. Rank Market househalds
45 San Antonio , 491,900
46  Norfolk-Portsmouth-Newport News—Hampton 485,900
47 Birmingham ' 480,700
48 Dayton . - — 472,500
48  Wilkes-Barre~Scranton 461,900
S0  Albany-Schenectady-Troy 457,400
31 Greensboro~-Winston Salem~High Point 451,700
52 Harrisburg-York—-Lancaster-Lebanon 445,500
53  Flint-Saginaw-Bay City . 442,400
54  Little Rock * 440,400
$5 Shreveport-Texarkana 429,700
$6 Richmond (Charlottesville) : . 428,300
$7  Tulsa , 422,900
58 Wichita—Hutchinson 408,400
59 Toledo 401,200
.60 Knoxville L 395,700
61 Mobile~Pensacola 387,500
62 Jacksonville 369,100
- 63  Des Moines 359,600 _
%4 Fresno (Hanford & Visalla) 358,900
85 Roanoke<Lynchburg 352,200
56  Syracuse % 350,500
67 West Palm Beach (Ft. Pierce-Vero Beach) 349,000
. 68  Green Bay ., - 347,800
89 +Omaha 338,800
70  Albuquerque 333,500
71 Rochester, NY 329,900
72 Portland-Poland Spring 322,300
73 Davenport-Rock Island-Moline/Quad City 322,000
74 Paducah~Cape Girardeau—Harrisburg 320,900
75 Spvkane 320,300
76 Spriugﬁeld—Decqtur—Champalgn 314,000
77 Cedar Rapids-Waterloo (Dubuque) 313,500
78 Bristol~Kingsport—Johnson Clty 286,000
79  Lexington (Hazard) 285,700
80 Chattanooga ) 280,300
81 South Bend-Elkhart Yo 277,200
82 Springfield, MO 274,900
83 Johnstown-Altoona - 274,400
84 Jackson,MS . -271,300
85 Tucson 255,800
88 Lincoln-Hastings—Kearney 247,700
87 Columbia, SC “, 242,100
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-y TABLE 9.1 COI:I‘T\ Lo
Y
ADI MARKET RANKINGS
FOR 1981 {Continued) .
. ADI TV
Rank Market : households
88 Evagsville . R . P 240,900
89 Baton Rouge, \ . ' 240,300
90 . Huntsville—~Decatur~Florence . , 239,500 ‘
\
. 91 Youngstown i ‘ A 233,300 !
* . 92 Austin, TX : 229,300 |
) y 93 Springfield, MA . . 227,000
v+ 947 Ft. Wayne-. 219,400 . ° ,
. , 95 Peoria - ’ N 218,600 ‘
RN . 96 Lansing o ) 213,900
* - 97 Sioux Falls-Mxtchell : ) 209,400
98 Fargo , 209,300
98 Waco-Temple 208,300 J
100  Burlington-Plattsburgh (Hartford VT-Hanaver, NH) . 207,700 )
. 101 Greenville—~New Bem—Washington 205.300 .
102  Colorado Springs-Pueblo 187,900 < 7
' . 103 Ssvannah ' 192,500
‘ . 104 Madison 190,800 . -
» . -108  Las Vegas ) C . 190,200
_ 108  El Paso ) . 187,200
' ' ' 107 Augusta 3 . 187,100
’ 108 Rockford - . . 185/600
109 . Columbus. GA . o oo 183,300 )
> . 110  Monroe-E! Dorado . 179,300 . Y
. : 111  Charleston, SC o . 178,300 \
> 112 - Salinas-Monterey . L . 178,500 e
‘113 Lafayette, LA © 178,000,
o 114  Amarillo - o . 174,600 °
. 115  Duluth-Superior : ‘ 174,400
' 116  Santa Bubara—Santa-Miria—San Luis Obispe 170,100
' 117 Joplin-Pittsburg ' . " 168,900
. 118 Wheellng—Steubenville . 166,500
119  Montgomery ' . i 165,700 -
120 Eugene - ’ 163,500 Lo
. 121 Yakima ' ' 163,300
. : . 122, Ft. Myers~Naples o 161,700
. 123  Terre Haute 161,200 - N
. - © -124  Beaumont-Port Arthur o 160,300 .
: 125 Wichita Falls—-Lawton : S 157,900 ®
v -+ ' . 126 Wilmington ', . o ' 157,000 e
. 127 La Crosse~Eau Claire . 156,500
128  Tallahassee . L 156,00
. - 129 McAllen-BrownsvilleLRGV . ‘ 154,700 , "
R 130  Corpus Christi ‘ SO co 154,200
’ / . .
4
o
. rl . - -
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\ TABLE 9.1 CON'T
ADI MARKET RANKINGS - ) ) .
FOR 1981 (Continued] : .
: ADITV
Rank Maiket households
131 Sioux City e . 152,800
132. Wausau-Rhinelander ) ‘ 151%00
133 Binghamton ' . 147,500
134 Traverse City—Cadillac N 146,600 ,
135 Reno . . ‘ ‘\\'\ ) 148,000
138 Bluefield-Béckley~Oak+Hill 145,800
137  Erle : ' ' 145,400
138  Lubbock * Y -145,100
139 Macon Lo 144,300 _
140 Boise ' N 141,500
141  Topeka . ' _ 139.600
142 Rochester-Mason City—-Austin .+ 138,500 -
143 - Columbus-Tupelo ' . 138,400 .
144 Chico-Redding ’ R ' 131,400
145 . Minot-Bismarck-Dickinson ) ) © ¢ 131,300
146 Quincy-Hannibal . L 128,500 -
_ 147 Columbia-Jefferson City . .Y 124,700 ¢
148 Odessa~-Midland . v - 124,300
149 Ft. Smith ) : . " 120,700
150 Bakersfield ____~ ' 120,300
15t Bangor - o _— . 119,300 .
152 Medford _ . 115,800
153 Missoula-Butte o ;" ' 112,200
154  Abilene-Sweetwater . . 111,500
155 Albany, GA I . 109,100 .
156  Utica . ' oL . * 100,700
157 Florence, SC . . 98,800
15§ Sarasota - . E 95,000
159  Idaho Falls—Pocatel ‘ . 93,300
160 Tyler 92,0080
161 RapidCity . . 87,600
162 Laurel-Hattiesburg 83,000

183 Elmira ) o - i 82000
164  Alexandria, LA ‘ 81,800

165 Panama City . , N 80,400
168  Alexandria, MN' - | N . 79,300
167 Salisbury . . " 79,200
. 168 Billings-Hardin ST . ' 75800 -
169  Clarksburg-Weston & o - 75,500
170 Dothen *~ . . _ 74,600
171 Watertown-Carthage ' 74,500
-172  Lake Charles . 71,600
173 Gainesville.- ) ‘ ) 70,300

174 Ardmore-Ada’ N ) . 69,100

=}
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TABLE 9.1 CON'T -

ADI MARKET RANKINGS

FOR 1981 (Continued) .
° . " ADI TV
Rank v M.rtm households
175  Greenwood-Greenville * 66,600
176  Jonesboro 68,000
177  Great Falls 63,900
178 El Centro-Yuma . 58.000
179  Biloxi-Gulfport-Pascagoula 57,400
180 Eureka . - REPEEN 54,900
181  Palm Springs - T 54,600
182  Meridian ' - 54,300
183  Casper-Riverton 53.000
184  Marquatte - 52,400
185 Roswell : N $2,300
186  Grangd Junétion ot . 49,900
187 Cheyenne- l . 49,500
188  Tuscaloosa : © 48,700
189 .St Joseph . ) ‘ » 47.600
190 Harrisonburg _ - ’ 48,200
191  Jackson, TN . - - 44,000
192 Lafayetts, IN - N - < 41,200
.183  Bowling Green 0,800
194 Anniston . 0.700
195 Lima N 9,400
196 Mankato- . , 37,400
197  San Angelo / T S 34,900
198  Parkersburg : 34,500
199 Ottumwa-l(uksvxl!a . 30,400
.200 Twin Falls . 30,300
201 Zanesville ~ 30,000
" 202° Presque [sle v 29,100
203 Laredo . R . 28,900
204 Farmington . 26,000
205 Selma ) . . 25,500
206 Bend 24,000
206 Victoria 24,000
208 Helena ’ 16,700
209 North Platte . ! 15,800
210  Alpena 15,100
211 Miles City~Glendive 10.800

January 1. 1982, Marksts in parentheses have ng ADL. However, the TV hoytseholds estimates of their
hom counties are included in the listed ADI markat.

. \
\ A \ .
ADI television market rankings are based on Arbitron estimates of U.S. t;/amlon households as of -

P
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bas1s‘up9n which television prograﬁmﬁng is evaluated,

, Ereated, mafketed qn6'd1str16ﬁted.

EN

-

N\

with fragmentatjon and what fragmentation means to

[

ALY
producers, programmers and advertisers has,beeh the

underlying conclusion of most recognized authorities in

chair on the U.S. Research Operating Committee for the

y—

D‘Arcy-MacManus and Masius Advertizing, addreSéed Qhe§e
~ + ' - .

)
comments to advertisers and broadcasters:

v

: y
Media research must mature. Advertisers, like

The necessity of refining audience research tg¢ deal

" this area. Marshall Ottenfeld, senior vice-president and _

broadcasters, need more valid and reliable counts of

media vehicle audiences. Demographics, product use

and media audience numbers will have to be accompanied

by psychographic measures. We need to develop

L2

/
Y/

/

sophisticated media optimization models that draw on .

" multiple data bases providing*lifestyles, social

. values , product information, behaviorlggta, as wel{/

as: demographics, to define audiepces.”

. Consider these impressions of Robert A. Maxwell,

vice«president of Research for Home Box Office /Cinemax:

The major topic to be addressed by research in the
1980's s the development of more precise and ’

sophisticated audience measurement tools. Up until

s

this time, audience research has focused on the number

of people using their television sets, particularly

the number viewing commercial television.. As the,

television dial expands and audiences become smaller,

the need will dramatically increase for audience

measure which accomplish (other) objectives... more

comprehensive research instruments are needed to

better measure and define the type of audience that is

a

/,

s
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° watching--be it better demographics, psychographic, or

.

Purchase-habits, There is clearly a need to getter -
understand the difference across audjences.lo.

The ihadequacies,of the diary/meter system in the
present scheme of things, lies in its potential -for -
distortion, and its inadequacy for k;epﬁng track of a
grea;]y expanded source of programming origination. while
minor distortions of three to four percent may be tolerated
wheﬁ the‘television audience that is being measured is 20
to 50 % of all houséholds, it becomeg meaningless in the
fragmented market-place where much programming will attract .
5 to 10% of all households (if - not even that). Moreover,
while a.d:ary keeper can be expécted to keep track of which
of three networks are on one television, it becomes very
much more comp]eg\té record which of 10 to 20 prOgraﬁming
choices are on two household televisions. People,Metgrs,
which record not only the time and channel but allow the
viewers to electronically record the size of .the household
audience at that time, are-seen ag the answer to these' two

prob]emé. Both Nielsen and Arbitron have committed

"themselves to implement this technology. Moreover both .

companies have tied this implementation to the
incorporation of honeho1d product écaﬁningvand widespread
media and marketing data bases, g
" In August 1984; Nielsen merged 'with Dun and Bradstreet
which is the lggﬁest supplier of marketing -and business

?
information with revenues of over $2.5 bil11ion.104 This

- | =
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will permit the cembihing of Nie]sen;s information with Dun
and Bradstreet's ;esearch services and data bases.i These
resources include Donnelly Markgting,'bunn & Bredstreet
lCredit Services, Dun's- Marketing, D&B Computing Services,
DQnsNet, Zypron, Donnelley Mé¢rketing Information Services;
SalesNet, and DunsPlus.105 Nielsen is already offering a’
eomb1ned media marketing data base with ScanTrank MEEE:\\

Market Service which provides-a complete multimedia and

%,
marketing analysis by market of scanner recorded bTands.lOG

o
!

Beginning this fall Nielsen wil] begin implementation
of its people meters.  The first-stage Will be a 1000
househotld samp]e:107‘ If all goes well these people meters
will evemtua11y become the basit source of television
audience measurements -of all types. The samp]e.is
scheduled to incre;se to 2,700 by Septemper 1987 and to
6,000 a year later.108 The sample 1is expected to
eventually increase to over é,OOO househo1ds.109 A1] tmis
?nformafion will be available on-1ine, with what Nielsen is
calling its Megabased system, which will permit in depth*
h1gh speed analysis. The 1nforﬁ§§10n gathered by the
people meter will af;o permit a number of together on-1line
.services. Cable networks will now be more effectively
monitored. Commerc1a1s will' be monitored on a 24 hour a
day 52 week a year basis in the 75 top markets 110

Information about all commercials whether broaudcast by

>
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network,”sjndicaf{on, spot TV and cablecast, can now ‘be

. analyzed in light of other audience data to provide an
exact and complete erevision'gdvértisihg picture. In
another experiment, Nielsen has organized 3500 househo1ds
i*th Sioux Falls to receive s;ecially prepared broadcast
"éommercia1s and newspapérs.111 Theif purEhases»are then
scanned by equipment that has been installed .in all major
retail odtlets. The results here have yet to be finally
interpreted, but some'majpr suspicions have surfaced.
Evidence is tending to support the belief that the conéent
of comﬁercia\s is more jmgprtant than- their frequency.

This has been described- by the’major‘te1ev17qon,adVertisers
as "sobering" and provoking "soul searching" in ad
agencieQ.{l2 But regardless of what lessons are~finally
learned, it will make advertising a more dynam?c less
formu]ized process. As it becomes possib]e to know
immediately which approaches. are working for which productsg
in wh1ch situatlons and markets, creat1ve responsn}eness

will count for more than generalized formulas.

Arbitron, perhaps because of its close affiliation
with its parent company Control Data--the chief‘execut1ve
officer/of'Arbitrpn, Theodore'F..Shaker, is a v{cé
president of Contro€ Data--has been quicker than Nielsen to
deVeTop applications for new information technology. Since

the mid 1970s, Arbitron has made its information available

- i ) b
L ’ . .
. -
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on-11ne.11'3 This permitted ciients to access five times as
much data as was generally c1rch1ated in printed reports.
It also perm1tted research .with interactive data base -
serv1ces. A data base called Target Aid was developed that
alloged'advertisers to get a much clearer jdéa of specific
audienee demographicé and locations. Arbitron.expanded
from.3 to 11 metered ADIs between 1982 and 1984.114  Thys
expansion cu]minated with the “introduction of Product
Tafget Aid. This sérv%ce, using an 1BM-XT personal
computer, al]ows data from Arb1tron, Simmons (product
1nformat19n) and Donnelly C]usterP]us'(lifestyle
1nformat10n) to provide information about audiences,

custoﬁers and competitors. Last yearvArbitron set up a

Joint venture with Burke Marketing Services and Time:-Inc.

’tq further the creation of better.marketing and media data

bases to serve their on-'line'customers.115

~

-

Arbitron's most ambitious project to beéter )
information reseurces is.a pilot project in Denver that
useé both a television people meter and a pertab]e product
ecanner,jnlthe‘same household te compare televisien viewing
with product purchases. The pilot, ScanAmerica, began with
500 hopes on November 30, 1985,116 1¢ is considered a
success by Arbitren witlhe over 90% accuracy 1n the
individual responges'tofthe peop]e‘meter:117 There is less

information being made dvailable about the use of the

-
- o

» .
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product 'scanner. Plans for this pilot involve an expansion

to 600 households in Denver this year, and tentative plans
to expand it to 5000 households nation wide by 1989.118" e

-

BBM in Canada has.yet to announce its plans for people
9 . ) ) -
meters. Preliminary information from the company wgu]d o
strongly suggest that they will shortily announce some sort

of commitment to the Nielsen tqcﬁno]ogy.119

%

In suﬁmary, it is Fair to- say that a new era in

~ audience measurement is jus§ coming into being. Recently
there has been a concerted:effort by both Nielsen and A

Arbitron to qu new information technology in place. Not

only will this'infOrmation technology provide more detailed

audience analysis, but it will also allow for the t1mé1y o

anelysis of other kinds of marketing !gformation that will

affect programming and media decisions. Iﬁ general term§

- it is possible to speculate how this abilfiy tb measute

markets and programming effectiveness, coupled with the

ab{lity to distribute programming to smaller audiences, ¢

will change tﬁe face of both television business structures

" and ;rogramming. In the coﬁclu§1on these ney~poss1b111t1es

will be looked at in some detaii. But what'thig wtll mean

in prétise terms regarding both tactical médi%,pﬁrchases,

and strategically--as it affects, the financing of new

marketing/media structures--will have to wait until this

. @
9
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technolody is finally in place and acted upon. It will
have -to wait for the development of MDSS for media and
ﬁelevfs1on projramminb. Just how quickly these kinds of
-systems arelimplehgnted within theTtelevis1bn'1ndustry, by
advertising agencies and advertisers, is fﬁe subject of‘the
J

‘
L) -
4
,

next chapter.



S 116
10.0 THE IMPLEMENfATION OF MARKETING DECISION SUPPORT
SYSTEMS
As discussed in the previous chapter, more detailed -

information will be gathered about telev1sion audiences.

It will be.made available along with many other data bases

and customized computer ana]ygis. As was poted in the
introduction to Part Il of this thesis, these kin&s of
larger integrated information systems are referred to :?
Marketfng Deqision Support Systems (MDSS). In the near
future, as more information becomes organized in various
data bases, marketing decisions and decisions about ~
creating and QU§ing'te1evision programming will become more'i
‘and more depe%ﬁywt on the skillful use of these systems.
They will forﬁjthe basis for analysis and d15cuss1pn by
both nedia puthasers and media managers on the relative
worth and effectiveness of media coverage. This chapter
will look at the problems that are associated with the
*implementation of MDSS and in particular the 1mp1ementatfonkf\
of MDSS that‘are directly related to tﬁe television
‘indu;try. . . ;o \

i
N 4
¢ —_—

¢

Over the past five yéars there has been some godd
academie work on the organizational and socfal™ problems .

1nvo1ved in the 1mp1ementat10n of computer information

\_systems. There has also been a real sense of '’ ) .

, g
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disappointment by the faiftre of a number of computer
R Y

information systems to provide the kind of efficient

service that was expected. This growing understanding
%

about <the complexities surrounding the 1mpi9m%ntation of

information systems and this sense of practical

disappointment have ciouded the future of, informatiop

systems. They are seen as theoreticaiiy attractive, but in
R i

reality highly over sold. The root cause of the problem
fs, I think, effectively summed.up by Stephan H. Haekel,

"director'of edvanced market queiopment_at I.B.M.
3 ) "o o ’ Y

\]\\ . o, . / - )
A\ - ’

Why %his almost ex%iusiVe focus on the technology?
Why not on its use? We don't market teehnoiogy, after
all we market its app]ication. And its application is
to get information_ from those who have it to those who
_need it, processing and transforming it to add value
wherever we can along the way. -Yet market research is
still done in terms of the demand for the computers,
terminals, videotex systems, or software, rather than
in terms of the demand for the information to -which
they provide access. Theodore Levitt makes an
interesting case: "We do not what's important, but
what's amenable to “our techno]pgaes of inquiry, to the
data that are easily at hand."

-~ LN
~

This observation certainly holds true for the

marketing of television programming. Commerc

1 structures

are Judged by the old information resources New

information resources that could be used 1o create and

evaluate new strategies coming out of
N .

fechnologies are being deve]oped\very slowly, in'spite of

he new distribution

available tecRnology and a high degree of familfarity with
this technoiog} within the industry. By looking at the



N

118 . ' ) -

principles_that have surrounded the successful

jmplementation of MDSS and information systems in other

~

endeavours, lessons can be learned that will put =

expectations of imp]ementing‘advanced MDSS for television
production on a realistic basis. Most of the Titerature on’
the implementation of MDSS comes from the study of 1a;ge
qnd medium sized industries. The insights;here tend to
fall into'three categories: the’psyCholdgy of
ihb]ementatipn; the Brganizqtiona] and commercial
]imitatgons to acceptance and effectivgness;_and
prediétipns'about what tﬁe future holds for ﬁDSS in various
business structures under various conditions. Mﬁch of this
mater%a] is convoluted-and stilted in style, but at the r
heart of all of it are séme very commonsensical ’
observations. .

Amon§ the most readable anq expef1gpced'quthor1ties in

this area is Vincent P. Barabba, director of .marketing for

Eastman Kodak and thHe forher dirqctor gf the UiS; Census

y -

Bureau. Drawing on his accomplishments in redesigning the

computer s&stems for the Census Bureau and in implementing

.a large scale MDSS at Eastman Kodak, he has synthesized a

systematic approach to 1mp1emenf1ng MDSS. In his article,

"Steel Axes for Stone Age Men",121 he likens the process o

1 3

implementing MDSS and' other information systems to that of

a new order of tecﬁnoﬁogy coming to.a primitive tribe and

-

4
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,;obbing those that possess the '01d tools of their power and

prestige. He suggests the following six-point program for

*

the 1mp1ementation‘of MDSS.122 -

- ' 3’,_
N

1. Have those who manage the drganiz;tiqn agreed

that there is a need”tha; will uti]ize‘thg'changg

being proposed?

o

2. Have they designated a champion--that is, a-

person or a grbup of people--to make sure the

N

v . change comes about?

. .
3. Who has participated in planning for change?. Who

has not? \

-
'

- 4, What, if anythfng,“does the change modify or

_replace? Are there §1gn1ffcant alternatives,

\

with potential for success, that hay continue_kto

divert energy and confuse the issue?

—— . %

5. Who within the organization will benefit

)

immediately as a }esu1t'of the ch&nge? Who will,

¥

-~ benefit over a 1ongenate}m?
L J ’ ) ) \ .
¢ 6. HRow will the change affect the major ’ >

relationships within the organization: individual .

*

-

¢ . ,"
AL ’
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relationships; organizational relationships; and

social and other 1nf6rma1 relationships?
o “ = 7

Coupled to these six questions is a mgthod of 1nqu1ry
. Barabba calls.Strategic Assumption Surfacing and Testing
(SAST).123  SAST is ‘adverserial, involves wide
organizqtional.pa(ticipatjon, and attemgys to qoordinafe
strong points of view 1nfo a wé?king stratégy:v Here ;s his'

N description of the goals and need for SAST.

1]

Strategic Assumption Surfacing and Testing (SAST), as
a precedure, is designed to reveal the underlying
. assumptions of an existing or proposed policy or plan
. and to help create a map for exploring the reality of
the surfaced assumptions. SAST has been designed to
. deal with complex problems. The process is not
intended to replace the exercise of creative
s . managerial judgement. SAST was designed on the
'premise that in today's business decision environment,
any position worth promoting will have significant
uncerfainties associated with i
y ) '
sIt is .usually the inability to deal with these’
uncertainties that either stops or delays the 4
implementation of creative (different) managerial
initiatives. SAST does not ignore uncertainty.
/ . Indeed, it also aggressively challenges what appears
! ‘ . to be certain. It does so to ensure that, prior to
" implementation, the assumptions upon' which our
initiatives have been based are likely to stand the
test of reality in the market-place. SAST attempts to
provide a path to reducing the-risk of dealing with -
. . uncertainty by identifying meaningful approaches to
: increasing our understanding 1n the most critical
“areas of uncertainty,124 .

N | \ 4
What come's to 1ight here is not so much a relatively

4 reliable and painless way of getting over the comp11cations

(‘

1nvolved in ﬁmplementing 1nformat10n systems,\but the

\f . \' T

4 . , N
.
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devetopqent qf confiden&e in a new way of doing things, As
Haekel pointed put, it is the new methods of handling
information and not the technology itself that represents
the advance here. Even now when reflecting on the
"beginnings of the industrial age, there is a tendency to
cite the technology itself as the phange rather than an
artifact of that cha&ge. In the dawning of the industrial
age, it Was not steam ?ng{nes or even mechanical abtitdde
that fgstered industrial deveiopment. It was a sense of |
understanding that the industrialization process was going
somewhere. The development of mines, factories and ‘
railways as long term projects, went ahead on the bas}s of
the agsumption that coal and metal wou1dhbe reqqiréd to
~ pewer and build machines, that machinery cou]& produce more
and more efficienk]y,”and tgat there would be a growing
ﬂeed to transport all these raw materials qnd increased
productidn. What took place psychologically speakiné was
fhe creation of a sense of desiiny about these events.

They were seen‘ag'part of a way of l1ife that would not go
away, and that would continue to be the key to even more .
future events. The ensuiﬁé‘railway building mania had‘as
much to-d with this belief as it did with the steam
engine, which in point of fact had been invented in ancient

times. The fact that various areas and industries around

the g]ope fndustrialized at different times and at
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different rates had as much to do with this sehse of

13

destiny as’ it did with the availability of resources.!25

.

The.%mplementation of information age technology turns:
‘ on a similar beTief. It.will require @ sense of '
information technology as part.of an ongoing.process that

is creating a fundamental change in how things are ~
organizéd. A sense that wi]H encourage people to think'\
aggressively about\the use and importance of 1;formationf
Finally, Bar;bba's case study of the Easlman Kodak MDS§
unéer]ines this psychologiéa] change, as the most important

accomplishment of his project. Not only at the top, but at
! x

all levels -of \Wranagement. ‘ T

AN

Iiggnt to underscore another point from my perspective
as¥a practitioner: It takes a long time to get the
data in place for an effective MDSS. Within Kodak, !
for example, we are still putting the pieces into
place. At the same time, I have discovered that the
anticipation of the MDSS is already causing changes-

* 'For example, at the conclusior of a major series of

< research studie$ on an important facet of consumer
attitudes about pWotography, the information managers
took time to.examine longer-term issues relating to. .
the effective implementation of an MDSS. They asked <Y
essential questions, such as, "how do we organize
these data so that the next time we need to answer

% related questions anyone can go to the computer and
pull out the data?" That insight grew from the
recognition that questions are going to be asked and
the data should be there, even if the information
managers who originally translated the data are still

I not there. Thus, I can ask the rhetorical question,

Do’ we have an MDSS? I would answer no not yet. But
to the question "Arelgg thinking 1ike an MDSS?" the

answer would be yes.
\

.(‘
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BdFabba's over all poiﬁz then, seems to be.that not

any is an organization's attitude more important than
‘techno1ogy, bugnthat technology is csmpletely secondary.
In fact, as he points,out regarding the lack of requisite
data bases at Eastman Kodak, some of the'technoiogy 4nd its
/ app11cation§/aay‘not even exist yet. The important thing

is to have  an organization that is led by pqu]e who
support the eventual introduction of {nformation systems‘to
as high a degree as possible, and that others in the
organ1zation‘are coordinating their*information re§\ources ‘
to fit in with the technology, once_it is available. The
b551e difference Between this po{nt of view and most others
’15 that this perspective allows an organization to develop
beyond present technology and its limitations 30 that
technology fits in with the organization Qhep it is
imptemented, rather than the organization having to
séramb]e to accommodate it when 1t_fina1]y shows up. ‘This
sense qf information destiny, fust 1ike industrial destiny,
allows commercial structures to leap frog in their i
development. Railways were not built because the traffic
was there. Nor should ‘information syStems be planned
pecause the information is there, but because informed
. common sense indicates it will be there. The basic idea
then, s1mp1y staied; is that those working with information

systems must do so in a positive, creative frame of‘mind;

)
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‘George Gasser and Walter §cacch1, who have recenily
conc]uded Ph.D. these;Qon the topic of implementing
computers "in comp]ei org;nizations, support this point of
view.127 They describe with detailed case studies how
.various enterprises dea]t with thé short-comings 1in |
different computer systems, discovered innovative uses or
_s1mp1y worked around ‘shart- com1ngs. While they focus on
the types of short com1ng§ 1nvo]ved in implementation
rather ;han attempting to develop an over all
im 1emén%ation strategy, they underline the.importance of S'
positive attitude in sifting through the uncertainties, Fhat

. ~ '
arise. In the end, they point out, not all systems will

work efficiently, and most Zijfszj]W1]] not always be °
efficient. But for _any syétem tv progress, these pitfalls
must be taken in stride.

Ve s

The implication of Scacchi's finding is the particular
fitting work of computing innovation, intended to
realign  computing with the contingencies of primary

. work, sometimes has the opposite effect. Innovating
computing sometimes leads tp greater difficulty and
systems further misaligned with the demands of primary
work =

<

Ll

Computing 1nnovat10n (a type of fitting work) s only
one of many strategies people have when faced with
anomalies and misalignment. In the view we have
presented, people sometimes seek to innovate as a
response to misalignment between computing and their
primary work. People are enacting lines of work
through chains in production lattices when using
computing. The local constraints, resources, and
opportunities they face shape their actions. .
Sometimes their lines of work lead them to 1nnovate
their computing arrangements. Under other
circumstances, they choose to provide augmentation

L
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work or work around cbmputing. In either case, the
outcomes are not guaranteed, and continued integration
of cemputing into work is still subject to the :
ongoing, practical actions of partigigants, not
tnertia. [The underlining is mine. ]t

fhe idea that new projects, especially with distant
goals, must- be phrsued with'a'positive'frame of :mind, with
a view to where things should end up,‘might seeﬁ an- obvious
approach to this kind of initiative--if it were not for the
fact that this kind of planning and generaﬁ7understanding
is notoriously absent when new computeyized information
systeﬁs are contemplated. The .problem is, as Heakel
bointed out, one df looking at a specific application of
technology as an énd in itself rather than trying to learn
about’ new' and more useful ways of using information
resources in ggneral.ﬁ Barabba's case study gives some
insightful and tested guidelines as to how this Posﬂtivg
cooperative effort can be suécessful]y developel, and/Tong

-

term information plans dege]oped regafdless bf whethé;/nn
not the technology 15.1n place. But even Barabba's}
guidelines, even when Tonsidered with -his assumptiog '
testing methods, does little to come direétly to terms with
the obstacles to thé develépment of MDSS that may exist for
struétura] or-political reasons within an "industry or
institution. What if--to borrow Barabba's own image--there
1s no -champion? Rggardless of how informed or adroft an

#mplementatioq_process is, it will not get very far if

v
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organizational or commercial reasons pfevent those in

charge from encouraging its use.

In Barabba's scheme of things he is careful to
under1ine the\necessit& of having a champion. That is, a
person or: group of persons that are supported in their
efforts to implément 1nformat10n gystems at the highest
level. Barabba goes on to point out that there is 1little
point in even attemptgng to come up with a coherent
approach without such a group in charge of 1mp1emeﬁtation.'
This support of sepiér management may or may not be -
forthcoming forla variety of reasons. In spite of the fact

s

that information systems have a repufapign for being very

much oversold, and a frequent disappointment to senior
mahagement, it is senior management that has the most to
gain for their eventual 1mb1ement8tion{ Here are the . e

b

comments of two chief executive officers on the advantages

”»

“they see 1in an:MDSS. , ’ o T

There is a huge advantage to the CEO to get his hands -
dirty in the data. Tﬁé answers to so many significant
questions- are found in the‘ detail. The system

.provides me with an improved ability to ask the righi
questions and to know the wrong answers.

I bring a lot of knowledge to the party. Just ¥
scanning the current status of our operations enables .
me to see some important things that those with less R
time in the company would not see as important.

Although the resulting telephone calls undoubtedly

shake up some oF my subprd1nf§§s, I think in the long -
run this is helpful to them. ; .

) ) N
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" television programﬁéfgmnas been done in just such an

,environment.

‘ 127 ‘
~In spite of this desire at the top'to'get ;;cloargr
picture and have a more responsivo hold on things, 'there is
a parador that can arise 1n.compao1es whérg an 1;§goqqpte1y

developed marketing information system, limited its data

by past trends, prevents those in ch;rge from viewing
strategic changes in the market the} are operating in. As
Rudolph Struse, a well known MDSS consultant with ten years
experience 1mplement1ng MDSS in major- corporations, points
out "if there has been little competition 1n the fndustry

or if most firms have simply emulated the 1eader, the

historical data represenfs~on1y a fraction of the possible

~
~
.

market actions and market response.130 The marke;ihg'o?'

»

As was pointed out in the introductiom, markeéting

information and television have been_c]ose1y related. And

" it can be said that the marketing information systems that |

are already 1nlp1ace to evaluate broadcast programming are’

the most depended upon information systems ever createq.“

" But the changes-that will be required in this system to

evaluate in mor.e detail, and to oreate the kind of finer

decision making that fragmentat1on will require, are of a

' very h1gh order. _Networks have genera]ly done very well

as have 1ndependent broadcasters and the established

‘audience research firms. There has been little incentive

’ [
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for them to find champions to improve thedr marketing

. : :
-information systems. In the past, broadcasters relied on
. emulation of the market leader to choose programming. In

fact, practically the only data considered relevant in

t

programming decisions, is market share at the present time.
~Qualitative decisions are juét not possible.with the

present audience measurements. Structural changes within
ehe 1ndustry have never been taken sariously by - ’ ‘
broadcasters whose position ‘has always been secure. DavVid

Poltrack of CBS outlines network resistance in these terms:.

r

Today, the networks underwrite the major portion of
television audtence measurement. Current methodo]ogy
is adequate for measuring the largest network
audiences, and there is thus little investments in
research to improve that methodology. And the' small
cable services are not yet in a position to take on =
the cost of such research. Nevertheless, the
‘introduction of the people meter does not seem that
far away. Competition among research companieés is -
likely to lead them to- this' approach. The advertising
agencies and advertisers themselves will put increased
pressure on the networks to improve the audience
measurement techniques for their industry. JThe -
maturing cable industry will also.contribute more to
advancing the state of audience résearch since 1s .
stands to §T1n from more accurate- measurement of its
audience.l . )

s " —

e o
Clearly there is little need, for networks to- look for

a’ champion- to up grade their. 1nformat10n systems. Moreover
the industry, due to its historic non competitive na%qmg,
has always looked at media structures 1n a defensive 119;;?
One broadcast execut1ve noted that most broadcast statioh

s owners got into television to protect their position in '

/
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“ It,would seem that broadcasters and networks have farther

. 74—1ncreasq_the rate at which demogrﬁphic and product data

-~ 1

129
;radig. - An audience research company executive noted that
3all improvements 1q ;nformat1on systems H;d-to show a
profif within three years. It 1s\apparent thatﬁthere_has
been 1ittle motivation for networks to aﬁvgnce marketing
information systems, and there is a psycﬁologfca1 bias;_

against analyzing market structures in an aggressfve Way.

to go in adapting themselves to the fundamentals of the

information society than do many other non-communication

companies. ° yj . - ‘ .

There are, however, a number of pressures coming to

bear on networks and brdadca%ters;-some of which Poltrack

4

outlined--that will accelerate thg{r implementation of ;
advanced market1n§ information systemi. As noted in the.
prévjous'chapter, competition among research firhs.has
already led'ﬁo definite ;eqp1e meter projecté. ’It has also
led to the merger.of Nielsen with Dunn- and Bradstreet and a

-

:Joint venture betweeh Arbitron an& Time Inc. Tﬁis will

bases arenqreatgd and integrated with:audience informat%on

for media and marketing purposes. This type of analysis L
will be gvai]ab]e td the networtts major dﬁients. This
&ear petworkﬁrevendes were down. This should encourage
them to. start paying closer attention-to their clienps'_

medié Qné]ys1s. As majdr cl1edts‘become versed in MDSS
’ K A ’ . , .
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detailed analyses networks will have to sell their product

Al
-

The networks major clients wifTl become 1ncreas1n91y
dependent on MDSS ana]ysis.’ The tﬁeoretica] assumptions
about the valué of MDSS ‘are being’ rapidly proved correct by *

practical experience. As these lessons becgome more widely

-understood the rate 'of 1mp1ementat10n of MDSS will

accelerhte qpcording]y. Rudolph Struse §upp}1es several
case 'studies to illustrate the “payoff" of MDSS in .
def1n1te, pract1ca1 ‘terms. -In one instance he notes that a
bus1ness unit of a large- corporation completed 50 projects’
the year before an MDSS was 1ntroduced anq 505 projects
the year'after.132 While speed is not always of critical
1hportance, it 3s often essggtial .In the dynamic and

compet1tive media market of the future it wi]] probab]y /

_ become moreso. Here is a case study--while: not directly

related to media, or té]evisiop--théf supplies a dramatic

i

" insight into how MDSS can provide effective markéting

results under almds} 1mpossibleeﬁ1me pressures.

At 11:15 A.M., Ace's vice~president of marketing : (/i
called: He -excitedly yelled something about our .
second largest customer dropping part of our product

line. This sounded serious, but not critical.

Unfortunately, as he explained, the picture became

clearet and more serious. The executive vice-

president of our tustomer was in the boardroom for - 0
what had been expected to be the 'start of a routine .
"plant tour". But shortly after arrival, he announced

that Zenith Supermarkets were plann1ng ta drop

. .
L4 - ‘. - ¢ ~ !
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twenty three of .our items (or about 25 percent of the
. total fitems Zenith was buying from Ace at that time).
The reason was an analysis of the sales of these
items: Zenithy had found the turnover rate for these
citems below the threshold required for T
"distribution -in their 'stores. Zenith's executive’
vice-president had also announced he was leaving
promptly at noon. ' We had forty-five minutes to
develop ammunition for the marketing team to use in
persuading him to reconsider. We first tried to
* ‘imagine and reconstruct’ ‘the analysis that Zenith must
"have done. Converting our factory shipments to Zenith
into per outlet turns, we found that the twenty three
items in question did appear to move.slowly. Rather
.than stop at that point, as Zenjth had, we needed, and
weré able, to go deeper in understanding these
findings. We next observed that Zenith's "turns" for
the twenty-three items were low compared to othe)y
?omparab1e large accéunts. This led to calculating
tem tyrn rates for Zenith's dirédct competitors - that
1s, the, other retail chains in Zenith's marketing
‘territories. Our customer's competitors were getting
‘much higher turn rates on these.same items in the same
markets. Since geography, time periods; and market
position had been. taken 1into account, it appeared that
the explanation for the different turn rates might be
differences between Zenith and its competitors., A
hypothesis was formulated that differences in pricing
or merchandising practices would be most likely to
produce the differing sales rates. ‘Zenith's
competitors were faand to have featured these items
more frequently and with larger discounts than it had.
At this point, we ﬁade a rough estimate of sales and
gross- income Zenith could realize if it changed y
merchandising practices to match its competitors and
if it got .comparahle turn rates on the iteéms. A1l of-
this work was delivered nemtIz formatted and ,
summarized to the board room by 11 57 A.M. P

é\The 4immediate result was that Zenith's executive vicep

president .reconsidered his decision. Zenith later ran
‘a‘ test in a sampie of stores to see if the turn rates
of the items could be improeved by a shjft in
merchandising practice. None of the twenty-three

. 1tems was dropped by Zenith. This responsiveness was
only possible because. the MDSS for this business had
been previously set up and because’ the problem

fasggensg to correspond wel] w1th the-data 1n the’
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Here is a second case sfudy supplied bj‘Struse that

gives a practiéa] exémp]e of-the‘efficient application of.

a

MDSS to ‘media and television. .

N : . .
For ygars,'Aée Manufacturing advertised brand C in. a
consistent pattern. Partial sponsorships of popular
- prime time network TV shows were purchased throughout
. the entire year. "'Brand C had one or more prime time
spots, averaging  about twenty to twenty-five gross
rating points, every week during the year., When Ace

~ began buying external marketing data to track

. ,competitive performance and marketing activity, the

managers of brand C found that it consistently lost
share during its category's peak seasonal period..
Further, C's share of advertising was considerably
higher than its share of market in the off-season, but
dropped below its share of market during the peak
season. The brand's media buying and scheduling
pattern had originated in the days when nearly all
prime time shows werd sponsored by individual
companies, -and at a time when C was growing at a rate
that masked the effect of seasonality. Within a
year, .the managers had adjusted C's media plan to take
better advantage of. seasonality and the efficiencies
\possib]e with- "scatter" buying.

% A
After increasing the effectiveness of brand C's media
schedule, the marketing managers décided that a
substantial increase in C's total advertising budget
was 1in order. The additional money wa$ split between
more prime time TV and-"spot” TV in_key geographical
markets. (Key markets were defined as those in which
C had a\higher share of the market.) The MDSS for C
‘was used to track the expamded advertising program and
estimate its incremental effect so that the next
year's plan could take advantage of the current
experience. What was learned-was a bit different from
what had -been hoped for. There did not appear to be
any overall effect related to ‘the increased:
advertising. But a bright analyst working with the
advertising adency and marketing group found effects
;at the local market level that were.correlated with

. C's share in those markets. Where C had a high market

share, there was .-1ittle incremental response to the
increased advertising.” WhereC's share was lower,
there was a large proportional response to the

incremental advertising. There.were exceptions to the |

pattern, such- as where C had unusupily Tow



value of television programmiqg and other mediagdnetworks -
will have to develop their own prowess in this area. But .

beyond these external presgsures to come to term§ with MDSS}

o "oy -
requirements, as competition within the industry becomes

- i

. ) ' ’
di tribution‘ér unusually high pricing. The results

le§ to a more .extensive series of controlled
edberiments investigating the relationships .among
ag¥ertising, market share, and pricing. The
elperiments generally confirmed. and refined_ the
afalysis done with the MDSS. The g§5u1t for C-has
been a contigglng evolution in the'efficiency of its
advertising. ‘ .

As 'MDSS continu® to prove their worth in ana]giing the

 the networks themselves are slowly developing theif own

ooy

based in part on takihg advantage of, and hedging .against

strﬁctural changes. It is this kind of structural change

. ) ),
that the tactical thinying of the ratings process cannot

come to terms with. Recently there have been several

interesting examples of this new structarally competitive

factors in the sports and news programing markets, and the

distinct possibility. of a fourth network. The
- s

" nature of the. market-place directly affecting Sietwork .

,'1nterests. These challenges have been fostered by external

v

c1fcumstances involved cannot be evaluated with ratings,

but require qualitative judgements and

Q

late sixties. Even without a sports cab]é channel, demand

.

Sports programming has grown in popularity since the

increased from 688 hours of U.S. network time in 1967, to

/

v

structdral qgalysisﬁ,

a
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1364 hours plus 53 hours df o]xﬁpic coverage, in 1980,135
This resu]tgq in an expansion of team sports, sports
‘anthologyvérqﬁramming and even junk sports (i.e. celebrity
tennis, eté.). In the 1980s this demand wWas furthered by .
the expansion of spofts cable channels stronger independent
stations, and fierce competition among breweries--by far
tpe largest purchasers qf sports programming--who had to .
ﬂﬁotect their market ,shares in the féce of an ever
decreasing demaﬁd'for their products. Networks began to be
briced out of tﬁe‘spbrts pr&gramming market-place.’ Cable¥
channg]s could pften pay mofg for sports events than qould
broadcasters. Even phe NFL became a possible candidate for
cable brogramming. Local'stat}ons began to use more sports
‘programming of particular regional 1nterest; Breweries i B
were now Wwilling to directly buy sports events and league
te1evi§ion rights out right.‘ For instance, Carling
‘breweries purchased the television rights to the CFL for
the last five years. This has adversely affected the '
'netwérks; position as a supplier of sports programming.”6
\ . , K
_An interesting, aggressive_react1on té this evolved
out of negotiations between Hockey Night in Canada and the
Jﬁrdiques;- Unhappy with these negotiation; the Nordiques
set in motion.an inftiative that created an altern}tive

137

hockey schedu]e'on CTv. The creation of the schedule

--had more to do with structural changes in sports
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.

programming (i.e. creation of expansion {eams{ and a
foreseen shortage 1n'affocd;b1e network .sports inventory)
than it did with actual Qatings. In fact, it was the team
owners rather-than CTV who put the propo§a1 forward.138 1t
did, however, teach a lesson to three major .participants in.
JHockey Night in Canada"-;:tBC, McLean advertising "and
Molson breweries--who saw their programming devalued
because they continued to assuhe-they were in a
non-competitive market, and did not take into account
broader structural data.

As described in the first part of th?s thesis, ad hoc
networking hgs changed the role independents can play in _

producing their own programming. Nowhere has this change

"beén more profound than in the area of news programming.

The owner of an ABC affiliate in St. Paul has established a
consortium of 40 network affiliated and independent
sta;ions called Conus,139 tﬂat produce live national news
coverage using two satellites and a. fleet of mobile up link
units. Statfons that had 1ittle 1hterest‘1n producing
local ﬂews now find that iocal news  is one of their most

profitable programs. Affiliates are not the only ones hom

_competing with the networks for news programmingl GNN,

“ 1]
Westinghouse's Newsfeed, and the Chicagd Tribune's
Independent News Network are all dévelbping their own news

prograniming.lao Thts plethora of news production is due

o~

\
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mainly to the techno]ogical‘changes in satellite
.ggstribution. With the cost of satellites &ropping, and
more individuals.purchasing up 1ink mobile unifs, the
possibilities for covering more events live at .an [
affordable price will continue to increase--the dverage
cost for a Conus tranémission*is 75$.141 Prior to this
growth in satellite and mobile up link technology, the cost
for f?rst class news programming was prohibitively
.expensive for all but the networks. Network policy was to
Ho]d back key news sto?jes from the affiliates to maintain
network exclusivity. Toda; they are on the road to
becoTing something of a video "wire service" providing feed
to affiliates who will thén package their own prodgram from
any of lﬁe many services that are available to them. While
this change in structure was to some extent 1nevitabfe,.the
networks have been slow t¢ hedge against it. They are now
offeri;g subsidies to their affiliates to buy mobile up
1idks,142 Regipna] syndication feeds which'permjt e
affiliates to share s@onies‘have also been stepped up. °
Network news has developed an a]m;sf experimental tone }n
an effort to find a format that will increase its value.
In the words of one former CBS news executive--"They jusf
haven't figured it out yet".143 [f the networks have(been
slow to react to this particular’ structural change, they
w111.have to move quickly to,compete in strategic ways to

maintain anything of the news programming market. -

. .
'
.
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Regqrdless of what answers they come up with, they will
have to revolve around .a more responsive involvement with
affiiiates and their p:§$ramm1ng inter#sts. -

.. A fourth network has been a much discugsed possibility

~ since the advent of new distribution technology made

,national distribution of programming much more efficient.
However, fhe;e possibilities have npt gone beyond the first
tentative stages, limited to the establishment of super
stations ‘and ad hoc networks. Tst hesitation has been
/fostgred by the uncertainties su;rbunding fragméntation and
the commercial potential of the new distribution
technologies. Now that the fragmentation process has
become defined to some degree and the %Flative value of the
new d1str1butioﬁ technology explored in pra;tical terms,
the possib111ty of a fourth network can now be approached
w{th far more certainty. In fact, Rupert Murdoch is

144 Just how

currently putting together such a project.
seriously his efforts are being taken by the networks, can

be seen in the recent cut backs by CBS. The magnitude of

. these cuts backs would indicate that the present business

reverses are not being viewed as transitory. If a fourth
network is established, then the po§t fragmentation
audience for network programming will be divided four ways
and not three. If this total audience decreases to around .,

60X, that would leave each network with just over 15%. And

/
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if a fourth netwofk i's possible why not a fifth? At any
raté, it is appafent that\the netwqu; w?ll'find their
businéss becoming highly competitive with declining market
shares almost a certainty. Moreovey, their reduced market
share will requirf them to analyze their audié%ces in a
much more detailed way than ever before. IES present
leeway Sf two to three rating points will not be acceptable

when network shares are in the 10 to 20 point range, as

opposed to the present 20 to 40 rangeJ They will also have

to come up with convincing arguments based on detailed
audience analysis, on why they should charge more for less<

|

Not only is fragmeqtation taking audiences away from
the Qetworks, but it is d;;;éasjng their ability to market
spprts and news programs. Moreover it is probable that a
fourth network will come into being. With more ad hoc .
networks, private satell{te netwbrks, cable and VCR
programming, and a fourth network--coupled with far more
information beédming avai]qb]e about programming, ahdfences
and products--a whole spectrum of potential proéram
marketing sche;eé are possible. Those purchasing ¥
programming in the o1d scheme of things concéngrated on
CPMs as a measure of media effectivness. But these numbers
are for a mass audience taking only minor demographic
characteristics into account. And furthermore this

‘complete dependency on numbers does notlhelpﬁdea1 with the

+
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structural changes that provide new media and marketing
g , . N
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oppor;uni;ies and challenges{ In response to these
compléxities, major advertiseré ar; developing strategic
media b]ahnina‘on a level that will require network
participation. .  The main point here is not that .networks
are fighting against more detailed information about med{a

]

purchases, but that they are slowly developing their own

requirements in this area, and™that the prﬁ%sures on them '

to develop and use more detailed analysis will grow more
Y
and more quickly. Eventually they will be among the most

proficient in their use of broad based MDSS in order to

best to sell Fheir services. And at that time they will

find their own championsr Until then, ajmajor part of a
comprehensive MDSS for television programming will be
lacking. Until then advertisers will be moviné in an
"uncharted environment"., David K.. Braun of General Foods,
looking at this problem underlines the need for a new, more

creative, qualitative approach. ‘ C s

The result of the two issues just described is fhe

greater need for a culture shift from an information — - .

logic mode to a greater reliance on the advertizer's

judgement. The analytical MBA mind, so long sought by

packages goods advertisers for prqduct management
positions, needs to be tempered ever more by a
qualitative experience and intuition. A volatile,
uncharted environment does not lend itself as well to
the formulas and calculations of the past. While
research may eventually bring greater quantification
to the NEM world, until then, deilgions must be made -
more on qualitative assumptions.

-
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*In all probability, new quantitative methods will be
created, as q}aun suggests. But as oht11ned in the |

introduction to thkis thesis, the market-place 1téé1f will

continue to remain ‘in a state of flux, as will the b

\
applications of new video and information technology. So

. while these new quantitative metffods may be of some use, it

~

seems equally certain'thatvqual tative Judgemeqts yase&«on.

q°
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11.0 ‘ SUMMARY AND CONCLUSION, PART 1I

4

‘1nformat10n.

A

In summary, it is fair to say that MDSS can be
1mp1eﬁ%nted in organizations with an eye to future ' ~,

technological developments, even without knowing what those

devé?rbments are. The key here, as Haeke] and Barabba

po1nt out, is to assess the marketing 1nformation needs of

themorgan1zqtions, and then begip to coordinate information
storage and retrieval at as high a level as pdssible.
Barabba, Scacchi and Gasser all point out that once a
positive approach has been inséilled then tinkering with
the technology and data will eventually 1Ead to a
successful system.

Nh}le all these conditions may assure the successfui:
impiementation of an adVanéed marketing information system,
iﬁey will count for very little, if the industry itself
works in a non-competitive market where market leaJEr
emulation and not market research {9‘the order of’the day.
This has been the case as ﬁar as ﬁeievision programm11§'has
been concerned, in that while networks have had one of the v
most effective market research systems, it has been totally . »
devoted to analyzing market share in the non-competitive
ne}work market place. Under these condit?ons there has

been little incentive to further more detailed market

. * 1
¢ ’ .
~ s . - ]
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A11 industry analysts forecast the'deveioping otamore.
detailed research. The new audience measurement |
’technology, and increasingly detailed product, market-place
and demograohic information, will make detailed MDSS g
research in this area possible. But until the networks
qgfve developed their p]ans in this area, impiementation
will remain incomplete. At present, the pressure on -
networks to develop better market research appears to be
grow1ng both ~from outside pressure to deal with more

detailed MDSS type analysis, and from intérnal requirements
to better understand the dynamic elements of their own
industry As'underlined by Struse, the practica] evidence
of MDSS effectiveness is now‘apparent Networks,
independent produeers, adyertisers, advertising agencies,,
ao'hocgnetworks, independent broadcasters and cable
companies will all be able to have their managers. verify
details of program production, marketing and distribution.
structures. The growth of MDSS im this area can only lead
to a piethora of innovative programming structures making
full use of all the avenues created by fragmentation, as -
these managers develop their prowess 1in tnis area. y
Speculation as to what these potential structures and
programming avenues will amount to, is one of the‘subjects

dealt with in the conclusion to this thesis. .
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12,0 © " SUMMARY AND.CONCLUSION
./‘ . |

Video communfcat1ons, having Just'entered a-

. fragmentation phase, are now entering a secondary phase of
experimentation based in part on 1nformpt10n technology. 75
Where fragmentation supplied many more potegtial avenues
for programming, new 1nformatjon,technoiogy will make it
possible to put Fogether programm1ng struogures more'deftly
and to judge the results more‘closely. fhis permits
experimentation in the sense that it allows' fot the.

9of many untried forms of media- organizat1on,

organization
and a fer more precise eva]uafxon procedure. Charting the
changes in video communications over the last half’of this
_century, it may bé convenient to divide circumstances into
four stages- a f1n1;e broadcast universe, a fragmenting
.universe, an experimental "infinite universe that is now
]com1ng'1nto'p1ey, and eventua]ly’a practical infin1te
universe where new methods of program ‘evaluation and
program structur1ng have become more fulIy rea11zed (see
'Figure 2). But beforb getting ahead of the times and
attempting to 1dent1fy what opportun1t1es these future
changes may bring to producers agg programmers, It will be'.
helpful to review the opportunities and cha]lenges provided

=" by the change;_;;:¥ have recently taken place. - -

4 -
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As was reviewed-in Part I of this 'thesis,there are a

number of new, tried and proved markets for progfamhiﬁg
Eoming oﬁ% of thé fragmentation process. The majbf
networEs, ad)hoc nééﬁ%;ks, and the pay=VCR-theatrical - ‘
:struqtuqe are all chrént]y providing_gpportun1t1és that
siyply did not-ex®st f}ve years ago.

Networks who are now seeing revenﬁes fa11ﬁaway and
forsee no opportun1ty for growth, are going to be ﬁore
'“éager fo 1mplement economies of produgtion. Majorﬁ
advertisers who see expenses sp1ra1]1ng because oflthe
requirementsnof the fragmented te]evjsioq.audience,_w111
a1;o he 1ooking };r economies of production. ﬁbth'of these
situttions will continue to provide better markets for )
lprogré%mlng that can be provided economically or with a
foreign pre-sale a]ready 1n place, Canadiqp pruductions , -
can fulfill both of these criteria. |

e

Ad hbc ne;working among {ndependents and affiliatgsu ~u‘
will bé‘a'growingvpheqqhenon as the structJres become more
fpl]& organized and expenses continue toﬁdrop.' Tgey will

' alsonbe looking for pre-sgld'foré;gn markets® to help make f .
 their financialAarrangements as manageable as ﬁoésib1g.

Private satellite networks are just coming into their own.

«

As the cost of the techno1bgf involved drops, and the

techniques 1nvolved“bécbme geherally implemented on a broad

-
-~
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commercial basis, programming aimed directly at ‘opinion

feaders will become common-place. Not only will this

further possibilities for Canadian programming partnersh1ps _—

in both these kinds of endeavours, but there is little
reason to assume that these North American ad hod programs

=

cannot originate from Cahada.

¢

@*

The U.S; pay-VCR-theatridal~st;ucture will continue to
havevprogram supply problems for:which there will be no
easy answer. The requirements for foreign programs in this
market-place can oglyibuild on itself as dudience

-—acceptance increases with a growing familiarity with
fcreign producticns. The presence of Cineplex Odeon as a
major L;nuaian player in U,S. theatrical distributfon
should continue to promote Canadian production.

In Part II of this thesis, the progress and the -
challenges facing the 1mp1ementation of more advanced
1nformat1on systems to measure audiences, and the effects

-of programming on audiences,lwas out-lined in some detail.
. The networking o7 people meters, pqﬂduct scanning devices
and market research data bases 1nto MDSS for production,

programming and‘marketing purposes was put into

-perspective. This process is still in the formative 3

stages, with-the final organization of people meteéers and

product scanners still four to ten years-away, but it is

4
< . !
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a]ready causing some sober reassessments about how
programming is being sold. While it is not possible to be
as specific here as #t 'is about the market opportunities
created by fragmentation, {t is possib]g to look in general
terms ‘at these emerging structures and consider what the
appropriate strategies should be for their exploitation.
That is go say that while specific programming . i
opportunities have yetvto emerge from the fﬁblementat1on of
this new generation of infof}ation systems, the important -
step to make wk]].bp to create a sense of how to use this
information for marketing purposes. For as Barabba pointed
.out, success in this field is more dependent on having
people thinking like a MDSS, than in whatever technology or
garticu]ar égplitatiqn of that technology is fina]dy put
into‘p]gce. ) - /f ¥

//'

Looking Et éresent,patterns,and structures, it is
.possible to attempt to foresee how this new information
technolagy will affect the marketing of "‘television

programming ip a variéty of ways. Where Jﬁ the past
1nfprmatioﬁ systems have only been used in a tactical

sense to judge the worth of programming that had a]read;

been distributed, they will.now also be fincreasingly used

in a strategic‘sensé to evaluate programming poss1b1l{t1es .‘
and structu;ed before programming is produced. They will

encouFage major advertisers to plan their media strategies

v

' 4
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from the bottom dp, instead of from the #%?work level down.
They will makg adjusting and formu]ating_ad hoc networks
and international co-productions far easier. Private
satellife,;etworks will depend on 1nformafion systems to
vlocafé opinion leaders and to keep them in touch with new
satellite seminars covering novel évents and ‘analysis.
Thelpay-VCR-theatr1;a1 re]eése stfucture for feature film

will be able to structure itself around definite market

pétterns, releasing.only the number of prints that are
required, and establishing a reasonable price for VCR
cassettes while ﬁore precisely eva]ﬁating pay television |
potential. Barter/programm1ng structures w111 become much
more prevalent and comp]ex as informat1on techno]ogy
simplifies barter transactions. MDSS will become mor&
sophistj;ated as users and‘app]icaiions become more
advanceq. Eventually Expert $ystéms will be integrated so
th;t MDSS are cabab]é of automatically evaluating data and
Dro-active]y pﬁanqiné q]ternate.deals and qistribution'

structures.

—
+

The trend toward bottom up media analysis will 1nvo1té\g

the advertisers taking a more active role in p1ac1ng an;
producing television programming. There will be little
value in CPM-measurements when it can be prqved‘that CPMs
'vary widely in Howm}hey affect product sa]es,1n‘d1fferent

markets after all other variables are taken into account.

"

e . i ’

b ’
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With this type of reliable information ‘in hand.thel
advertiser will want to make sure that t;e right CPMs are
achieved for the right audience, in the right—markép, for
the right product. There are at least three ways to do
this: buying time from local statfons; es§§b1ish{ng an ad
hoc network and selling the time in markets that are of
little importance; and pressuring the networks to divide

national coverage for different products.

If the major advertisérs take the most direct route of *
producing their own programming, as some analysts have |
suggested they will, and then.atfempting to judiciously
dﬁst}ibute it on ad hoc networks, they will facé the same
organizational problems that all ad hoc networks do, as was
"oytlined in the firsf part of this thesisv But added to
" these ad hbq organiéational prob[ems‘will be the burden of
deciding which television markets should be kept and which
should be sold, and to whom, Af] these otherwise overly
burdensome requirements can be efficiently fulfilled with

an MDSS that is programmed for these kinds of judgeme2nts.

Private satellite networks will have a close
relationship with electronic publishing. As poinfed out,
timely scheduling here will depend on the use of electronic
p}inter guides. For those'using this type of netv@rk to

sell to a select group, the reseafching of opinion leaders
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will requfre database searcheé. For those with an academic
or profgssional purpose, these networks themselves will
becomé/"head11ne serv1cgs“ for data bases. These networks
will cover the meeting or seminar, and the papers and
reports will then be immediately pub]i;hed in a data base
that can be accessed for a fee.

The pay~VCR-theatrical release structured will
eventually benefit from MDSS once the data base resources
*are in place. It has been suggested thét the pres;nt
theatrical re]ease‘strategy of issuing 1000 tqllzob’prints
‘may become irrelevant for some films once it is possib]e to

place film 1n'more specific markets. The large audience
L)

research firms have yet to provide in depth analysis of VCR

use in spite of the fact thaf VCR penetration has reached
over I/3 of all television houseQ01ds. Once more precise
information is available here, -smaller budget films may
beggme financia]iy reasonable risks. Lower budget features
would certainly 1nte(est the pay channels. But the

L

potential advantages of 1nformatf0n technology in this area

become most interesting with the possibility of a DBS-HDTV -

theatrical release structure. With immediate data base
analysis of which screens are doing best with which feature
in which area, it will be possibfe to change features to

maximize profits and minimize losses. This economy

combined with minimal distribution costs will make jt

A

»
-
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easier to recover money invested in a production, and
suggest” different locations for many different types of
production.‘These possiﬁilities w111“aga1n lessen the
tendency to blockbuster thinking, as productions willlho/

4
longer have to be blockbusters to cover extensive . -

distribution costs.

1 » (Y
g <

Cdntinued implementation of new information technp1ogy-
dqn other areas will add to the capab11it1e§ of MDSS for
marketing television programming. 'Electronic Funds
Transfers (EFT) which are currently creafing a marked and
dramatic restructuring of,financ1a1 service industries, may
well provide the basis for an extended barter syStem‘for
programing.- The continued development of Expert Systems
will perm%t higher an& higher 1eyels of pro-active planning

L)
4

in putting together possible programming structures.

As the recent history of financial 1nst1tutions’
illustrates, information systems that completé financial
transactions, or what have c&me.to be referred to as EFT,
have had, and will continue to have an evofutionary 1mpaét '
onléhe way business is carried out. One aspect that is
‘particularly relevant here is their use to formulate barter
systems. In a ;ense what will haphen here 1s that theb“bif

will become the buck", permittidg barter systems to operate -

without direct trade, but with extensive and detailed

.
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accounts that can lead to any number of transactions,\any
number of generatténs removed from the original barter
i deal. Barter systems of this type such as the Local
Economic Transfer system (LET) are already in place in a
\ ' number o} different communities internationally, and work
wttz some success.l4® Television already has an active

barter market which could readily exploit the potential

here.

There are basically three types of barter involved ins
television programming: direct, indirect and barter |
syndication. Direct barter involves the exchange of goods
for television time. Indirect barter involves a series gf
eichanges, that eventually result in a trade for television
time. These more complex deals are generally 5rganized
through a barter house. Atwood Ricbards is the largest
barter house with aq inventory of over $14 million in
goods. Barter transactions amount to over $100 million a

o year in the us. 147 There are a number of shortcomings:in
barter dealings other t?an the obvious complexities of

N bookkeeping. Here they-are:

Could the goods or services bring in greater revenue

1s
elsewhere? c

3oL L
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What is the real value of the time received? Most
barter deals involve television time that can be
[} U 0
bought at bargain prices.

: S

. ‘ N

Is the audience delivered the one the advertiSQ( wants
to reach? ‘Most barter deals are immediately S

' preehptab]e.

Will the irregqular schéduling of advertising disrupt

the overall advertising campaign objectives?

/
How important is the te]évision<env1ronment to the

advertiser's message?l48

Syndicated barter involves a program that is producédw«
. L toh ,

by a sponsor and then distributed to stationj free of
charég, but with an advertising commitment bullt in. The
producer/advertiser keeps half the commercials for their
interests and the station sells the other half for their
profit.149 Under the right conditions this can evolve into
a long terT mutually satisfying arrangement. With more
programmers struggling to attract the advertising dollar
there will be an_added 1n;ent1ve to'put barter deals

together. ’ - -

-

-
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Other deveﬁopments may make Earxer arréngements more
attrqctive to networks and other services. As television
auctions and shopping become established and profitable,
they will give television services an in-house retail’

outlet from which to sell off barter inventory for cash.

In a similar fashion teletext on the VBI could providg

broadcasters with a hundred page merchandise catalogue that

can be up-dated-daily to respond to market conditions.

" Broadcasters could reach agreements with shopping channels

or acquire their own. If the new information/programming
stryctures will see advertisers becoming more,involved in
production and distribution, they‘may well -also see .
programming services becoming~1nvolved in m&rketing{

- v

Expert §ystems that are being developed under the

rubric of Artificial Intelligence could make a formidable
contribution to MDSS. What is meant by Expert Systems is a
computer programmed to "think in terms that can be

nractically understood and applied bf a relatively

untutored individual.150 The computer, .to some ‘extent,

becomes the guiding expert. This may have limited use in a
s1tu;t10n where recognizing symptoms requires a high degree
of training--such‘ps in surgfca] technique. But in other
areas where recognizing the problem requires only a modicum
of common sense,‘bat evaluating the probkém requires

sophisticated data research and calculation, expert systems

.



\1 v 154
have vast potential applications. By the same token, the
Expert System can "man" an information sygpem looking fﬁr
various data and relationships in the data. Expert’Systems"
could make a contribution to MDSS in two ways. First of
all, rather than letting the MDSS sit idle when it is not
set to a definite task it could use this down time to

search through changing data for new valuable

structures. 15l  [n terms of marketing programming in the

dynamic circumstances of the'next two decades, this
constant stream of research would be of regular.value.152
While Expert Systems cannot think in-qualitative terms as
distinctly as humans do, it could be’'programmed to search
within definite barameters. If MDSS can supply a ten fold
increase in research efficiency, one Yntegrated,w1th an |
Expert System c2u1d supply another degree of analysis
entife]y. A second use of Expert Systems would be their
ability to e%p]din and prompt how to use the more comp]e;

| aspects of MDSS to relative beginners. Those without the
proper statistical backgrounds might find it difficult to
dei] with MDSS at the preseng,time. But with an Expert
System prompting, this type of quant1tqt1ve problem solving
will be greatly simplified:

-

In conclusion, it is clear that there are many
strongly affirmative answers to the question firét posed 1in

the introduction: What market opportunigjeé do the new
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distribution and information technologies create for

Canadian television production?

, @

— -

Fragmentation has already created opportunities that

wil] continue to grow as pressure on the various u.s.
progranming services continues to increase their
requirements for more programs at a better price. While
specific opportunities created by the application of o~
information technologies remain to be seen, the structures
that are'fa111ng into place strongly suggest that the
changes here will be of a similar m@gnitude. These
opportunities y111 be useful only to thosé that know how to

1 ~

use the information resources that will soon becomq

—

availabde. ' -

The poésibjlitiéslfor exploiting these new market
¥ ~ ‘opportunities is there. What may be lacking is the will
and wisdom to take adwanfagé of these opportunities. The

>
impossibility of marketing television programming until

'{gcently, has created a Magenot Line attitude in goveknﬁent
agencies, and fostered an inertia in commerc1a1'enterprise:
There are only'fhe most re]uétant attempts to deal

; ~§os1t1ve1y with the opportunitiés creafed by fragmentation,
and virtually no understanding of tﬁe possibilities
inherent in the apgliéatfon of information technélogy to

) o the marketing of television progrqmming.153 In the end 1£

¢
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may be this lack of experience and backward thinking that
is the largest impediment to exp101£1ng these market

opportunities. If there is any consolation in this, 1tlis

fyrd ,
that this type of psychological inertia 1s‘{fe major
difficulty confronting this thinking in general. . In the
words of Rudolph Struse:

The costs and mechanical limitations of MDSS

technology will be rapidly reduced in the next few

years. Business will have access to more

sophisticated and capable 1mp1ementations. But all of’

the significdnt technological/progress made to date

may ‘be for naught if dttentioéxisn't given to

understanding the interaction between decision support

systems and the firm as a social system.

Unfortunately, these social interactions will be much

more d1ff1gxlt to study and resolve than the technical .
problems. . ' o

Or, to gudte a famous philosophic Everyman, "I have met the
enemy, and he is us.” And therein 1lie$ the challenge of

the future for Communications Studies in ‘this area.
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