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/éng of the most ;/rrotound snd well documented develo!xnot;tn since World
Wny/ II has bgen the érowth of multinational cotporntionu\-ns globa]i business
qﬁlterpr;oeo q«voto_d to the prm!uo‘tion and distribution of their ;;roducto on
a world pcale, The expansion and operation of multinational corporations how- .

ever was and 18 only possible in the context of an international system of

I

. coununi.catio devo;ed to their needs. As Warrem J. Keegan points out in hwc
study of infernational marketing "...multinational corperations could not
exist in their present form without an éxtenaive transportation and telecom- .
municatiom. network. The improvement and expansion of the technological
capabuit1§o' vill allow even further extension and growth of multinational .
enterprises.’’ (14, pg. 548)

However these. global enterprises not only must cxeate world systems ‘de—
voted to their }nfomational or ptoductio;\ ncad},/bgt they must likewise
create world systemp devoted to the market'ing of their products. Multinational
'ndvertiaing and multinational advertising agencies represent a rfew form of
c.omnmnication'nystem th&t is as important to t:ulsi‘nationa‘l ;:orporations as
the ;:oinput;t and the t‘natellite.l Yet advertising is ﬁstiﬁct from other for:ns
of communication neceasary to multinational corporatiouns in that-it is a form
of mass communication whit;h measures its success by fhe'extent to which 1_t
can change the consumption patterns of large numbers of pwp{ . Its channels )

_are the mass media and its effects go far beyond its function of sales promo-
\' ' 'tior;. _This‘ paper will examine the recént 'growth of multinatiénal advertising
agencies in an attempt to defiqg aomé of the '.Chanct,etistics of their expan-
sion. ﬁore :lmpértant hovever, as advertising has often been cited_ as one of
the major factors in the American dominance of tl;&aﬂ communications in the °
;leveIOping world, this paper will furtheif examine ;tha growth and some of the
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charaototiatic; and connaquenCe; of multinational advertising sgencies in an
. important region q! the devnloplna world, Latin‘Ametica.
. Yhile American advertiaiég gsencles’had get yp offices in othar countrisse
as early =e 1899, previous to 1960 overseas adiertlsing aggney activicy was

characterized by a slow rate of expandion limito@ to a small mmber of American-

r

based multinational agencies. The decade of the 1960';, however, witnessed

-~

_ phenowenal .growth in the-ovcroeas advertisipg business., A study of fifteen 9;ﬁ

‘ . large American multinationhl agenciea'(JS) showod yhat in the totty:five year
» { \

period 1915~ 1959 these agencies opened or acquired a total of fifcy overseas

branch offices. In the £ollowing twelve year period 1960~1971 a total of two

g

hundred and ten overseas branch offices were opened or acquired, a four-fold

]

* increase in the number of fbreign offices.* Atcording to.one eatiyatb (20,
pg. 36), in 1960-Aﬁer1!an multinational agencies had billings outside the

. United States and Canada of 3580 million. By 1970‘mu1t1nationalvagency biliings
ths@de the‘UAIted Siatesltotaled $1.8 billion and Eomprised 18% of the total
billings of American ad;e;tiaing agencies (10.1 b}llion).1 By 1977 foreign
billings had incteasedlto $5.§ b%&hion, comprising 30X of American agency
total billings (319.4 billion). Gross income from overseas advertising busi-

-

ness totaled $755.8 million, comprising 26X of the total gross income

($2.9 billion) for all agenciles 7ﬂ‘1977. Among the ten largest American
ageyciea, fgre#gn billings in that year Accounted fo¥ 49X ($4.2 billion) qf
their combined total billings ($8.5 billion) and Yoreign gross income accounted . * -
for S0Y ($627.1 million) of the combined grosas income (31-3 billion) of these

tén agencles. Thus today, particularly for the larger multinatjional agencien,

the foreign’ advertising is as tmportant, if nog\more 1mportant as the domestic. // .

. The major mptive behind the 1nternational expansion of ﬂmerican agencies
N ‘ /

was the need to service corporate clients who themselves wege expanding i
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overseas. . Two of the ihrgeac U.8. agencies, J. Walter‘Tﬁompoon'nnd gcCann~
Brickson had large ovarseas networks aa‘early as the 1920's with offices in
Burope, India anh Lat{n Anerica. Their foreign opérutiono were mainly orianted
to providtng advertising service to their reepective clienta.céoerql Moto;a and
Esso, both early examples of mditinational FOrporationa.' However up until the
1960'as an agency's decision to expand ovérseas was motivated largely by what
c;ulq’be called defensive reasons. Qh;; a domestic client eta;ted.co expand
overseas, the agency was faced with the alternatives of either dllowing a
local agency overseas ,to handle the ;céount (an option both the gggncy and
cdlient usually fognd unaccéptqple), allowing an’ American agency thét already
- had an international network to handle the account, or opeqing‘or acquiring an
overseas branch;_ Initially when multinational clients were the e&ception
" rather than the rule, the ;Lcond alternative was the most common practice; but
;with the increaaing 1mﬁ?rtance of the overseas market to the client, allowing
\another agency to handle a client's international business became a risk. A
) good exam%le of the dangers involved was 1llustrated when the D'Arcy agency
- . ,
which handI®d the advertiaing for Coca-Cola was unable to provide advertising
. service to Coca-Cola's oversead branches. The client turned to the McCann-
Erickson agency to handle ity international Busines;. However it was not long
before Coqa~Cola dropped D'Arqy altogetﬁer, giviné McCann-Erickson both 1ts
1nterna;ional and aadestic:advertising accouht.(2§).
) 1WE1;e defensive motivations characterirzed multinationhi\agency expansion
before 1960, the vast growth of multinitional agenciea during the 1960's was
‘ chﬂracterizéd more by offensive motivations (35). By the early 1960's tﬁe
vast post~war growth in domestic advertising volume. had begun to taper off
///and while the United States remained (and will remain into the indefinite

future) the world leader in terms of advertising dollars spent, total
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advertising volume would grow at approximately the same rate as the Grosa
Nationsl Product. Thus for many agencies during the 1960's the prospects and
growth rates abroad, fuuledtnrthe development of new foreign consumer markets,

became very aapiacqive. By going overseas, not only could agencies service

\»
their domestic clients who themselves were going multinational, but they could

1

élao compete for thglforeign accounts of other American-based multinational
firms and for the advettioing accognts of local foreign firms. 1In additiqn
to the ;ttraction of greater growth,.thére was aiso the attraction of higher
profits. Overseas the salaries of advertising staff in the 1960's were as
_much as 70X lower than in the United States and-the‘demnnd for gophisticated

fringe services such as markef research, package design and théllike-were not

% o

as great. Average agency profits during the 1960's were often twice of what
they were in the United States (29, 18). Setting up 6ff1cee overseas had the

further attraction of freeing an agency from a total dependency on the level'’

of performance of the American economy as a whole. During the 1970 receasion
' . L) .

¥ domestic advertising billings declined one percent while the foreign bi11l4nge

2

of multinational agencies increased thirteen percent. The combined total j

. /
domestic billings in 1970 of the ten largest multinational agéncies decliqu

-

$103.4 pillioﬁ from the previous year while their combined foreign billinés

——

increased $272.3 million (12). :
In‘fxpanding averseas Pultinati;nal agencies utilized one of four d'ffer-

ent strategies: either an égency started a foreign office from scratch,} ac-

qpited an existing foreign agency; acquired or ‘merged with another aéen y

that already had a network of foreign branches, or acquired either a majority

or minority interest in an e¥ist1ng foreign agency. Very large méltin tional

agencigallike J. Walter Thompson and McCann-Erickson véo wvere well est blinheh

oVerseas before World War IT ttaditionafly established \Feir:

2
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from scratch, a strategy that had the advantage of giciné the home 1ce
gregtgr'control and freedom in bringing in their own people and cgéaiing an
agency taildred to‘;he naedq‘ot the . home offiée, or, in short, allowtng the -
agency té develop their "own type of operation" vhich would give their whole \
foreign network greaterlun{EOIM1ty in quality -and expertise. The disadvantage
of this method was that 1t took about five years for thé fofeign bra#ch offfice

to become profitable and full investment costs were usually not fully re-;

~

covered until after aight years (20, pg., 60). OQther large agencies such as

-

Ted Bates which went international in the early 1960's tended to acquire
) y

hunhréd p;réent anerahip in existing' individual foreign agencies. The advqn-
tage of tgia method was-that the ﬁultinational agency was in a position t;
acquire aé ongoi@g, presumably ptotgtablé, enterprise with an already existipg
1ist of clients to which the multinational agency could ad& their own. Thg \
disadvantage of this strategy, however, was that the multinational agenﬁlr

hd -

usually acquired a staff with local advert@:ing perspectives, techniques and
' A

./ ~ habits that ﬁay not havelbeen appropriate to the needs of the head office. A{f N
third mgnner‘for achirihg overseas branches was for a large American agency‘
to either aéquire,or merge with an already existing multinational agency. For
example 1; 1964 the American agency Ogilvy; Benaén & Mather merged with a
British agency that ha@ officcs in Europe and Canada to form Ogilvy & Mather
Iqternatiénal. Leo Burnett, tﬁe Chicago-based agency, bo;ght the twenty-one
foreign offices of the Londoﬁ Press Exchange/in 1969, making it the world's
sixth largest agency. In a aim@lap move ;hat gsame yeaf; SSC&B Inc. bough; a
fort}—niﬁe percent interest in Lintas, the LOndén;based agency that had

' twenty-si;,offices around the Yofld. Generally thesé three strategies for

expanaion were costly, requiring a large initial investment, ,‘In order to 3

finance these types of -large scale expansion, a.number of:hgenc%es had to go

-

‘ . . . : ] - 7.



public,.eelling shares of stock in order to ralse thie necesaary capifo!. Among
those agencles that have gone public are J. Walter Thompoon. Doyle Dane Bermbach,
Crey Aivertialng, Ogilvy & Mather International, Foote, Cone & Belding ard the
Interpublic Group ofbempanies (the holding company of McChon-Erickeon),

agencies with large 1nternatﬂbnal networks. )

Tbe fourth methed of acquirinhg a foreign office was to buy an interest in .
an existing firm, a.course of action that involved less initial inveetment re— !:
‘quired with the other three strategies of expansion While partial 1ntereat
1n an existing foreign agency gave the multinational agency the capability of
servicing an 1nternaéional client (which was pften th? initial-reason for this
type of acquisition); 1t- also meant a‘smaller amount of controi.‘vThere was, .
’ howeyer, a tendenéy once a multinational agency had partial interest to 1nif
crcaée its interest to@arda total ownership (35).

Along with the financial and organizationalliseues involved in international
éfpln:ion, mulrinational agenéies were aleo faced with numerous problem:/steh- |
ring from operating in different cult;ral environﬁents. ‘One o£ the major
T ob; s facing multinational agenctes was the 1psue of the use of 1ntema-
tisnally stondaxrdized advertising campaidhs for productz that were marketed
internatiqnally versus developing advertising campaigns specifically for each
naticasl market (7, 8, 9, 10, 22, 23). The attraction of @nternational stand-
erlized advc?tising fto multinational agencies is obvio&s. In utilizingeg
.s:n:dardizéd‘campaign; an agen;y wou!@ save on t?e-cosé of not havﬁng to develop
a different campaign for each national market. Equally 1mpo§tdnt,‘a guccessful
intermational ;ampaign creates an international 1d§nt1fication for the.product,
it bscomes something that is "known throughout the world," The very successful

"Put a Tiger in your Tank" csampaign for the gasolipe products of Egso 1is

perhrps the most notable example of hoﬁ a,standardized advertising campaign

Vo >
'

could create an image for a product that spanned numerous cultures.

8 LAl

. . !
. . .
IR A T i a



© e

]

3 - .
The argument for /Ainternational standardized advertising wag based on the
assumption that cultural differences among nations were not aa significant as

the slmﬂ‘srities and that consumers and potential consumers throughout the

“world shared the basic goals and desires to which etandardizedradvertisiﬁg

could appeal. As noted in the nid-1960%s by one proponent of standardized

advertising Arthur C. Fatt, then head of Grey\advertising, ,
"The key word is 'universal.' A campaign suitable for '
international use must promote a product of universal
appeal. But what are universal appeals?

"Most people everywhere, from Argentina to Ianzibar,
want & batter way of life for themselves and for their .
families. The"ntensity of this aspiration yaries not
only with the country but with the spécific segment of
a.country. . ,
- ""The desire to be beautiful 1s universal. Such appeals
as 'mother and child,' 'freedom from pain,' 'glow of
health,' knows no boundaries. ’

~ - 1
- “In a sense the)young woneén in Tokyo and the young.women
in Berlin are sisters not only 'under the skin,' but on
their skin ‘ahd their lips and fingernails, and even in
their hairstyles. If they could, the girls of Moscow
would follow suit; and some of them do.¢"T10, pg. 61)
e . _

However there are numerous examples of standardized campaigns that failed.

L 4
A multinational agency passed on to this Italian branch office an advertising

- -

¢

‘campaign that centered around the splendours of ancient Rome only to find that

such an appeal evoked memories of Mudsolini and the whole campaign failed (18).
And while those in the head offices of multinational agencies tend to bhe more
optimisfic about standardized advertigsing, research conducted on the use Qf

standardired advertising by multinational agencies (7, 8, 23) geherally show

3 .

that branch managers of multinationel agencieg, those confronted with the

actual ﬁrocedﬁ of"producing-ads forﬁspecific countries, will more or lesas use

T

whatevgr they feel will work in a particular market. Much of the material

eﬁanating from the home office 1sa rewrittéh, redtawﬁ'br completely sgrapped”

d , K N \\
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and redone in order to fit the character: of the local market. However this

” should not suggest that myltinational advertising is produced in such a mapner

A ~

that it perfactly compf;ments Jr“refleC's the culture of the gocliety in which -

it 18 usged. whila.coat of the branch managers do not support the coccept of

standardized ad;;}tiaing in its extreme form; éhergreat majority dc fcel chat
'\"basic appeals" such as beauty, health, family,. the good life, etc. can be

successfully utilized 1n 8 number of ﬂﬁfferent markets (7). Furthermore 1¢
\

\)

ehould be noted that advertising is trying to pereuade people ‘to buy products

that in themselves h;ve cul&ural connotationgr As these ''basic appeals are
translated into 8pec1f1c advertisements they‘uauaily reflect an American-
version of guch deaires:‘ “beauty"” is trcnslated.into buying Lady Clairoi
shampoo; “ﬁealth" is translated into buying a fancy packaged box. of Kellogg's
dry cereal, and so on. \m
A lack of "cultural fit" with regards to advertising 1? Probably most
noticeable in non~wéetern lesser developed counttics. A study of advertising
content 1p.tﬁe Philippines in which nine cultural parameters such as male-.

-~

female tolea, social class, raclal images, etc. were defined and compared to

%l

the corresponding images 1in advertising content concluded that "...the adver-

tising porcrayals is almost wholly the antfthesis of the actual culture." (19)

L3
As could be expected the findings showed that the cultural content of the ‘'
Philippine ptint-med;a advertising reflected more Western notions of the def
) . fined cultural parameters. Thus even when advertising managers profess to be
y .

truly sensitive to a local culture, the entire institution of 1ﬁternational'
advertising, the products which it sells and its basic consumerist message
act against the creation of a complementary image of the society in which

1t operates.

0
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As with any rapid economic expanslon,/ciements of inefficiency and bad
judgments are rampant. Whi}e the 1960's were characterized by large number.
of American agenciea maki#; the.decisioé to expand overseas, the decade of
the 1970's 1s’a period o{ congolidation and retrenchment. qﬁhile the éombined
'ya;rly billings of'multiéftional agencies contindéd to increase, many of the
smaller multinational ageacies with perhaps two or three offices dverseas
. Qithdrew from the foreign Shnket due to the fact that }n order to be a success-:
¢ ful multinafional, an agenéy needs offices in almost @ll of the important
countries of EBurope, Latin America, and the Far East, a requirement thét 8ll
i but the largest multinationals are prepared to meet. In 1970 Adveréieipg Age

i . r -

listed fifty-eight agencies that had internationsl billings; by 1977 that

numbérgpad dropped t; thirty-six. The very large multinationals like J. Walter
Thompson and McCann-Erickson will remain and continqg to grow. Owing to further
congolidation and mergers, advertising industry fepresentétivee‘f;reqast that (18)
there will be as few. as eight la?ge multinational agencies hgndling the inter-
national aCCOuntQ of multinational clients. While that projecéion may perhaps
be extreme, it nevertheless points up the fact multinationai gsencies will
continue to grow as an important form of intérnational mass commﬁnic@tioﬁL

While the bulk of multinational advertising activ{ty is located\in thé
developed couﬂt;les-68% of tha combined total foreign income of the top three

multinational agenéies in 1977 were from their“éperaﬁions in Western Europe,
. \ _ .
Japan, and Canada- multinational agencies conduct a substantisl amount of

business in the developing countries of the world. While in the Western ’
\, ' ' '
countries and Japan multinational advFrtising'operatea within the context of
- v LA

/ocn already existing consumer sotiety with high living etandards and 1eVels of

consumer spepding and with economic and political gtability relatively asgured,

=

in developing countries multgnational agencieg face an entirely different set
R ) ‘ * “« 'l v . "
» : . ‘
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“\
of problems associated with low levels of consumer spending, unequal income
distribution and economié and political inagtab{ility. HMoreover the éocigl,
economic, and political consequences and effécts.of multlnétiqnhl advertising,
a very modera ard aophiuticated form of mass pef%uaaion, are far different
than Qhat they are in the developed countries. An examination of fhe growth
of multinational advertising. in Latin America and a céneideration of the-
;

problems and consequences involved with-agency‘growth and activity in that
régfbn would gerve to 111ue£rate some of the 1ssues assoc¢iated with mplt1~
national advertising and develaping countries.

N

Historically Latin America has been a very important area of North Ameri-
can economic activity and investment. As early as 1870 North American companies
had invested both money and skill at one time or another in every Latin Ameri-

\ : .
» Ccag country (4, pg. 7). While in 1880 the book value of direct North American

investment amounted to approximately $100 million, by 1897‘th13 amount had

tripled and’by 191&’1t had grown to $1.7 billion, making the Ugitgq States

the largest foreign investor in Latin America after Great Britéin ($3.7 billion) b
(32, pg- 14). The bulk of American investment was in extractive industries

gsuch as m;ning\(AB.SZ) and oil (iOZ) with ofﬁer large investments in agri-

cultqre (18.7Z) and railroads'(13.7Z). Prior to World War I the majo;ity of
thgse-investments.wevé‘1n Mexico and Cuba, however the War restricteh the ’

flow of European investment capital into ‘the region, thus providing an oppor-
' * - -

tunity for North American businesses and capital to g{eqtly enlargeithe scépg‘

[ » , .
and extaent of their investments. By 1929 the United States held 40% ($3.5 billion) .
of all\foreign investment in Latin America, a figure which accounted for approxi- -
o ' : ‘ M
k”\‘ : mately 41X of total North American world wide investments (4, pg. 10). Like-
. ) -
AN -

: . . .
\\ wise in filling the void left by European investors during the War, the.locus

»  of new North Americah investment shifited from Central America and the Caribbean -
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to'C010mgia, Vcnezuéla and South Amer1$7 in ged?rql. » The Depression and
World War II temporarily halfea the expénsion’of U.S.gia;estment; but the
decédee after World War 1I saw a tremendous upsurge wigh total value of U.S.
direct investment growing from $3.1 billion {n 1946 to $8.2 billion 1o 1961
and by 1970 to $12.3 billion (36, pg. 252). Along with- this growth'tﬁere was a
shift in investment patterne, with much of 'the new cﬁpital géing into invest- .
ments in the manufacturing sector. In 1945 U.S. {uvestments in Latin American
‘manufacturing accounted for approximately‘lgz of North American 1nve;tment in
the region. By 1966 the manufacturing eect;r held 31% of all U.S: investments \
(36, p. 255). Byi19%7 with U.S. investments totaling $18.7 billion, invest-
ments in the manufacturing sector totaled $9.3 billion or 50% of total U.S.
investment in the region (33, pg. 28).
The significap£ aspect of this brief overview of NoFth American ec:onomic_'\D .
activity in Lathn:mmmica 1;,the manner in which the shift 1n.the nature of
U.S. investments and économic activity reflect the chaﬁgingvneeda and nature
of the U.S. economic system as a whole. . ?rior to erld War I majo:'North
4‘ American 1nvestgenté were 1in agricultufe, mining and oil, r;flecting the need
on the part of North America for’raw materials and agriculéural goods., ‘Af;er
World War Ii méqufactﬁring investment began to become 1mportant; reflecting
the nead on the part of American business for. new markets and outlets for
ptofitaﬁle qapital‘inveetments. The rise of multinationél corporations after
World War I1 was a responge both Ep the need for even greater investment
opportunities plus the need to produce and harkét consumer and industrial
géods as tbe major fofm of‘economic_énterﬁrise. o
lAs ghe.hatutg‘of ﬁorth American activity and 1hve8tment changed, so also

did the communicatfon heeds qQf American and other foigign interests in Latin

Americé._=8uridg the period when raw material extraction and agricultural

-
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. v v
Q . : . ' 1
- [ ' ’

S
L1
%



\_m.\

12

-

~
-

production were the major forms of foreign®business enterprise in Latin America,
a\algnificant portion of foreign inVestme;}s were In railroads, railroads that

A \\ L3 .
were built to serve the needd of forelgn capital by linking the major mining

and agricultural production sites to port facilities. One of the earliest

uses of radio in Latin America was the radio link built by the United Fruit

AY

Cohpany between Costa Rica and Pandma. With the rise of multinational cor-
porations engaged in manufacturing and\marketing gactivities in LacinlAmerich,'
the‘need quickly arose for one of the major necessary communication complements
of such activities, adve;tieing.

Just as there was a tremendous rise in American based multinational in-
vestments in the manufactéring séc;or in ‘the 1960'8; there was likewiée a
vast increase in the investments and,billings of multinagionaluadvertieing

®

agencies. Table 1, based on information from Advertising Age's -annual survey®

of foreigﬁAadvertieing agencies, sﬁﬁmarizes thg increase both in billings and
in the nurber of offices established by Ameriéan multiqgtiOnal advertlging
agencies in Latin American countries (on1y~the first office opgnéﬁ in each
country 1is counted). In 1960 the?e were eigthen.offices of ﬁultinaéional
agencies with total‘billingp éf éppréximateiy $i9 million. Thesé figures

for the most ﬁart represent the presence of]the J. Waiter Thompson and Mc¢Cann-
Erickson égenc#éﬁ,.both of which hfd stablished offices ih Latin America |
before World War iI. By 1970 there were a total of sixty-nine multinational
agency offfces with total billings of, approximately $257.5 million, a;thirteen
and a half éimes increase eincé'1960. By 1977 total @ultinatiénal agency |
billihgs had ihcreéeed to égg;j;‘atilloh, an apptbgima;eiy 80% increase OVe£
i9?qhwh11e the number ;f offices ﬁéd Hecltned to ;lfcy—ﬁix, thus repfesenfing '

the continual growth of agency billings and the consolidation that was

occurring among- some offices. - Although multinational agencies were active

L 4

K . . : . - -
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7
fn every Hiapanic country ot Latin America except Paraguay, the bulk of thetly
[ N : . .

business was concentrated {d Brazil, Ve;ezugla,ﬂéxico and Argeﬂtina, the cvm-
bined total billings of thesge fourkcountries_compr!aiqn approximately bOZ of
tpe total Latin American multinational ;;llingé in 1977, Furthermore among
multinational agencies the bulk of the billings was concentrated in the lurge;
agénciee. Although there were ;1fteen multinational agencies operating 1in
Latin America 1ip 1977, the five largest J. Walter Thompson,-McCann—Erickson,
Kenyoniand Eckhardt, Leo Burnett, gnd Grey Advertisihg‘accoHpted for 66X of
the total billings and 64% of the total income of multinational agenciesg, -

The two largest agencies J. Walter Thompaon and ﬁcCann—Erickson together ac-
counted for 40 of the total billinggxznd 39% of the total—igcome of Latin

| Amer{ican multinational agencles.

¥
.

.While the overall billings of Amerfcan m(ltinational agencies 1in Latin
America have growﬁ steadily through the years, the billines of individual

Countries sometimes have experienced periods of decline. While this {g

agency billinga; For ex;mple in Hexico the su;eidiary of the'MUltlnationaI
agéncy Needham Harper and Steers, Romero Meedham S.A., had billiﬁgs of $8.4
millién in 1975, waever in 1976‘the president of the subsidiary, a Mexd can
~Who had earlier merged his own agency with Needhaﬁ-to forﬁ tﬁe subBidiary, W
reéigned and again set up .his agn agency, taking with him from Needham all of.
the key_ekecufives and 75% of the subsidiary's biliingé‘ Faced with this

¢ : . { /

.

situa;ion Needham cloged down 1tg Mexican office (21). {
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mnmauonal_'qgenéy billings during the Allande government in Chile declined
drastically from $9 million 1ﬁ 1970 to 8.4 millioﬁ in 1974. Due to tﬁe un~
favorable political and economic énvitonméng; the countries two largest muiti*
national agencies McCann Erigkaon and J. Walter Thompson (whose cbmbined 1970
bilfingn totaled $7.1 million) closed their Chilean offices. In 1975 after the

military coup replaced Allende, J. Walter Thompson opened its Chilean office

and by 1977 it ;:portad Billings of $6.7 million. In additign its pubiic
"_\\T\\Yelationa,unit had taken an aso}gnmenc from the Chilean milifnry Junta of im-
proving the junta's worlé wide image (15). |
Multinational advertising agency billings ;n Argentina declined precipitously
from $41.7 million. 1n 1970 to $12.6 million in 1975. This de€line was,due to
a number of fnct;ts such as the high rate o( inflation in Argentin& during
those yenr;, a gseries of currency devaluations;‘an unstable climate for foreign
investment and legislation passed during the brief Campora @overnmenc limiting
the amount of odnerghip a multinational advert;sing agency could hqld 1&
agencies in Argentina. However the March 1976 coup brought into a powe? a . :)
government éommi;ted to taking strong qfasutes to 1mprov§ the economic climate’
for foreién 1n;estment (16{. In May 1976, in his first public appearance
) since the March coup,‘Jnnta President Jorge Rafael Videla addressed the 2S5th
hﬂ? ' World Congress of the Internationai Adv;rtising Association being held 1in

° L g

Bgenos Alreq. .Centaking on the need forvgglf—regulation within the advertisfng
profeasion, he compared the advertising profession tolthe 4evalopmen£ of goveérn-
ment, noting that '"there is n6 democracy without¢fréedoh; But without responsi-
bility, there is nothing, only diéorder and chaosf"_(l) By 1977 multlnatf%nal
agency billings had climbed to $44.6 million. Similarl} as in Chile, the Argeniingw

government'eugagéd_Burson Mﬂreteller, the' public rq}ation§ unit of the large
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multinational advertising agency Marsteller Inc., to undertake a world wide
campaign to improve the image of the government (13).

| While it {s possible to get a definite picture of the growth and sirze of
American based multinatio;al advertising agencies in Latin Amerjica, it 1s more
difficult to place fheir activities in the peroéective of the total Létin
American advertising agency business. In most of the latin American ;ouptfiea
lécally owned and operated advertising agencies, some of them quite large, do

»

a fair amount of business. Unfortunately there are no reliable figures re-
- . . . - .
porting the total amount of advertising agency billings (both multinational

and local agencies) in any one country. A rough comparison however can be

made based on the aé*ncy biilings reported in Adve}tisingghgefg annual gurvey
of fogeiﬁn-agencies. While these listings are by no means complete, they have
become in recent years a reliable guide to the largest and most important

F ~

agencies in each country.2 Overall 1977 Lat1n~Amer1can agency billings. totaled .

© $686.8 million, -of which multinational agency billings comQriseh $462.7 million ¢

(67X) and local agency billings $224.1 mi}lion (332).3 In that year total

incam%rof all Latin American agencies amounted .to $122.6 million &f which

N

‘wultinational agency income comprised $78 million (64X) and local agency in-

.come $44.6 million (36X). In looking at the figures for the four countries

where the bulk of the multinational ageney investment and business is located,

Argentina, Brazil, Mexico and Venezuela (Table‘g), multinational agencies

i

-

account for more than half the billings and income in each.of these four
¥

countries. Multinational agency share of billings and income 1s lowest in

Mexico (542 and 55X respectively) and highest in Venezuela (94X and 93%
h Y - ; .

respectively).

‘While a listing and comparison of billings may give a general idea of ' R

the degree to which multinational agencies dqminate advertising in Latin

3
13
-

- 17
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TABLE 2
MULTINATIONAL AND DOMESTIC AGENCY BILLINGS AND INCOME TN ARGENTINA

/ BRAZIL, MEXICO, AND VENEZUELA, 1977. (US $000,000)%*

Arg;ntina Brazil Mexico Veneguela
Multinational '
Agency " , .
Billings 44.6 (72%) 239.0 (64%) - 62.5 (54%) 69.8 (94X)

: ’ /o

Domestic Agency ’ ‘ ' . )
B1llings “ 17.6 (28X) "131.9 (36% 52.4 (46%) 4.7 (6X)

Total Agency / . |
Billings T 62.2 (100%) 00X) , 115.0 (100X) 74.5 A1007%)
Multinational :

10,7 (93%)

Agency Income 7.1 (76%)

Domestic Agency

Income 2.3 (247) (42X) 7.6 (45X

.8 ()
Total Agency - o ‘ :
Income 9.3 (100X) 75. %4 (100X) 16.9 11.5 (100X)

* . o
Because of rounding, co res do not necessarily total.

18
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America, this mayh little sbout the effect of these agencies on the whole of
natfonal advertising. Bacause of their high level of creative oophisticat;on
and inpovation, multinational agencies more or less set the criteria by wh%ch
all advertising production and services in a country are méaaured. Not only
must Latin American national agencies provide the services multinational agen-
cles provide such as m:rketing and audience research, they must also reproduce
the quality and atyle of multinational ddvertising 1n drder to remain com-
plntit:iva.k Geruldo Alonoon 1n explaining why his agency Norton. one of the
bigqcst national Braziltsn agencies, was becoming part of International Needham
Univaes noted, "It is 1mpoitant to esfablioh an international connection with

an. American agency. It's not reasonable for us to keep our position in Bragil

-

without knowledge from the U.S." (2) Another very important way in which ,

-

multinational agencies affect nationgl advertising practices 1e'through‘their
dominance of national and regional advertising aseociatioqe. .Often multi- ’
national agencies are the dri@ing force behind the creatién of such asgsocia- =
tions and set the criteria for agency accreditation.b Thus the éffeét of
multinational cnctge in Latin America goes far beyond their dominance in
( billings. I".. very‘real.sense through.the transferenﬁe of sgkills, practice§
and outlooks, th \‘Fape the séyle, method and purppse!of all Latin American
advertising. | |
While much of the products advertised by multinational ageucies are aimed
\ at the relativbly small. upper and middle classes of Latin American countriee,-
there has been a great deal of interest in recent years to advertise and
market 3oods aimed at lower -lowest income groups who make up the majority of
the popplatio; 1Q'most Latin American countries. While these sectors live in
poverty their aggtegate disposable income makes them an attraccive market for

4

low priced- goods and appllances Reviewing a report of the Peruvian Ministry

) A
0  ' : . 19
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of Labor concernigg the slums of the cities of Peru, the Jouqhal of Marketing

noted '"...established conventi&bal retailers have so far tanded to decry the
axiatence of such shanty townh, or ignored them altogether Thie i9 probebly
a mistake, because residents of shanty towne have relatively low housing
costs, they can therefore apend most of their income on ﬁood home appliances,
aﬁd\textlles This is e;actly what the report shows:’ yima_slume are vastly
upderatored. Consumers are ;agerly walting fprtpn oppoéfunity to‘turnftheir
respectable amounts of discretionar§ income into massg é;pduced-and mags dis-
tributed goods and serg&cee " (27) i

The introduction of 1ngfa11ment putchasing in mdny larger cities of Latin
America has greatly facilitated the sales of applianc&b, especially televi-
sions among Ehe large eegmente of the urban poor. A amrketing study done 1n

Sao Paulo, Brazil showed that 67X of the magket conqiqted of persons with

less than $500 annual per capita incomé and roughly $SZ of their purchases of

e

appliances and televisions were financed through indtallment credtt (5).
Packqged food products and soft drinks are other ptbducts that are heavily
advertised among the lower income’ segments of the paptlation. American brands
of soft drinks have replaced .domestic brands (whlch WQte often of higher nutri-

tional value), as the most popular drinks. In Mexiq@ American btandé concrol'

about 75X of the soft drink market with Coca Cola al@pe supplying app. 42%.

In B?ﬁzil which had a strong domeetic soft drink mank*c that was baged on the

country's large nge crop, Coca:Cola and Pepsi have !tready captured 602

of the market gp ‘esee tremendous'future growth (17, RP' 113-114).
Questions about the overall effects o§ mult1nat10nafod6¢rgieing on &Pe

cultures of Latin America are difficult to %tamp, much leéaﬁanswer.sl One

\;\ld perhaps envision the cyeation of an international conshmppion community)

(28), consisting’ of segments of the population, mostly upper and upper middle
) .
)
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classes, of each country who regularly consume similarv produgte according, to
. A}

the promptings of similar advertisements. Members of such comnunities would
have more in common-in te;ms'of consumption preferences and cuitdral perspec-
‘tives with éimilar consuymers in other nagione than vith theilr fellow country-
people of a differenttzlasa, thus éontribﬁting to a process of national dls;
1ntégrat19n. On the other bqnd one'perhaé# could'see the effects og the'
activities of multinatioﬁal agencies as conptributing toward a general érocess
of cultural homogeniration (24, 25) that would deetrqy a country’ sscapability
of producing and maintaining viable and meaningful natioﬁal culture and ‘would
reflect a, country')e 1ncorporation into the in&mational system of dominange

-~

andldependence.6- ) -
. " A v"‘-while the overalz efféctequ advertising on national cultures 18 an 1ssue
that rgdﬂ!res much further research and discuasi&n, the role of advertising
1n eﬁaping wodern mass communication systems in Latin America, particularly
broadcaating, is much ﬁote cle;r and defined. Along\Qith North Americanmulti-
national corporatione both North American-advertising and broadcasting corpera-
N tions wgre attracted to the Latin American market. In the 1930's both NBC and
' CBS began developing programs for shortwave broadcasting and local ;tatiop
rebroadcaating in Latin America with the hope of creatiqg a Lafin X@ééléan
radi& network of affiliate? stations on which ti@?ﬂ°°91d be epld t; major
North Am;rican corpotationg who were doing busine;s i;“Latin‘Ameriéa (6).
Up until 1939 however FCC regulations:prohibited commercial shortwave broad-
casting Ahd both networks devoted thelr, efforts to non-commercial broadcgsting
' of'populat Americéan radio piograms gsuch as the “ford Sunday Evening Hour,"
"American School of the Alx," "“Calvacade of Ameriéa,“_ahd broadc;sts'of the
New York Philharmonic, thus building the organizational aspects of a Latin

rﬁﬂeiican Network plus an audience.’ In-1939 the FCC thanged its rules

I ’ - 2_,9 N
2 . ’ ‘.
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probibiting commercials and bBoth qetworku.began to sell time to Am;;ifan ad-
vertisera. NBC presented one of the most %gfceaa!ul of these early programse
in February 1?&0 vhen 1t broadcagted the Joe Louis-Arturo Godoy heavyweight
fight sponsored by Standard 01l of New Jersey. !

However World War II stopped any further developmeﬁt of this commercial
btoadcaéting and the U.§8. government gradually came to dominate the programﬁing
to.these Latin American networks as part of an effort to counter Axis proﬁa— ~
ganda in South America. This led to government dominance 6f the 1pternational
airvaves after World War II and most of the international programming eventually
" ended up 1n the hands of Voice of Americe. The two Jjor ndgworks did not
contest chig cr;nsition to government dominance after Bbhe war Bs it vas then
evident that with the advent of television, mosE of their effort and'capital
. would have to go 1ntoidevelop1ng'television §foadcast1ng and programming. in *

[}
the U.8, Nevertheless the efforts of NBC and CBS in trying to organize com-

] .“,”

mercial networks in.Latin America on which zpey could sell time to Amerigén
advertisers prefiguras similar efforts twentﬁ-five years later with regards
to television.

Although television was developed in Latip America.mpétly by local -
fih{tgaciva and capital,vof the major networks it .was ABC which took the
greatest interest by éiving technical assistance to many of ‘the new developing

statiéns. ABC likewise began early éfperimeﬁtation with Latin American pré—
gra;;I;g with the production of thé show "Meet thé Profeésor" (in Span;?h),
but ran into conflicts with their customer stations concerning thqfqationaiitf
of the professor as each country wanted the professor to be of its own
nationality; th; program was ‘Soon dropped. Also ;t this time (the early

I
1950's) ABC entered into association with private interests in Mexico for 'the

pfoduction of soap operas for Mexican television (11, pp. 13-14).

. 22



22

Although both NBC and CBS had earlier experience in Latin American broad-
‘tCQQting_with their radio networks, ABC took the greatest initiative and.action
in trying to develop a Latin America; network of aéations. This was primarily
due to the fact that ABC was in the weakest position with regarde to- U S. net-
work television 4nd saw a profitable opportunity in overﬁeaa expansion NBC
and CBS, along with Time-Life, Inc. later in the 1960's attempxed -expansion
into Latif American brifd J.ting, but this proVed to be unprofitable and they -
later withdrew although both networks still maintain interests *p a number of
production companiee. . ' : g
\ . In 1960 ABC invested in f}ve Central American televisionjstacionq, one
from each of the five.Central American countries, *and formed the Central Ager14
can Television Network (CATVN). Hoﬁéver equity investment was not.the maiq
‘thrust or goal of ABC's efforts as the metwork was more interested 13~£60-
gstructing a network of plosely ?ffiliated gstations to whom it could gell its
'own,progfaﬁs.‘ ABC providéd fiﬁancial support, technical and adqinistrative
aerﬁicee,-personnel training, a program bu}ing syastem, and also acted as the

W

stations sales represensative. Advertising sales for CATVN were centralized

; through ABC International with the hopé of selling advertising time on a bloc

basis to A?etican companies doing business in Latin America. Later in 1568

ABC formed the LATINO network which 1nc1uded_affiliated stations in Venezucla,l
Ecuador, Uruéuay, Argentiﬁd, Chile, and Mexico with the same type of centralized
sales ayétem. ABé thus atteﬁpted to-centraliieAtﬁfée essential qnd prof}table
tasks; pro;ram buying, sales‘represghtation, and network planning. The way

thia w&?iéd, according té.oge account was that ... ABC (¢ou1d)_se11 Batman

to an advertiser and then place Batman aldng with designated commercials in

any (ABC) Worldvision country where the advertiser wants it to appear."

e
7

(30, pg. 33) In effect ABC was attempting td create a centralized world wide
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advertisinf network, which conflicted with what multinational agencics were
trying to do. As one report in Television (1966) noged "...ABC's dpproach is

-

the reverse of what the agencies are doing. ABC is attempting to create a
single wo;ld-wide medium that an international advértiser can buy in a cen-
tralized way,,wﬁile advertising agencies are attempting to spread their services
around to bring them tloser to the variety of media around the world. Both,
however, are banking on the existence of a sizable group of 1ntefnational
companies with marketiﬁg plans that cover large portions of tﬁe globe." |
' ' 4
(30, pg. 61)
in’thia conflict between ABC's centralized advertising syste& and the
multinatignal agencles deceqtralized'eyetem of advertising, it was che methods
.;of the multinatiqpals‘that finally prevailed’as the branch offiées were able
to offer more careful \Consideration and planning in'tailoring the ads of their
vmulgfnational élients to specific markets. Eventually ABC withdrew from the
functipn of a centralized sales representative a¥fhough 1t 1s still active in
program gselling and maintains‘an'1ntere8;m1n‘a number of prodgction companies.
Alghougﬁ the major netwdfke did not initiate or totally develop'Latin American
radio'q? televigion, they had a significant influence on their development as
‘fndmarily commercial media. It was the profitable opportunity Jf selling
) .
American programs to batin Americdn stations and advertising to multinational
- corporations that prémpted American networks.in their expangion into Latin .
America; and although their hopes of creating a centralized Lat%n.American
btoadcésting gystem did not ma;eriélize, their efforts did have a crucial
eff;ct on the manner in which Latin American te ev}sion deﬁéloped.
Today advertising, ehaped-ah9 encouraged by multiqational advertising

agéncies 18 a very important part of the Latin American communication system.

It was the demands of advertising, particularly advertising of ‘multinational

Q ‘ . R K ‘
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corporatlSha that shaped the commercial development of televisfon in Latin
America. Tﬁa overvhelming mafority of Latin Américnn radio an! television
sta;{ons, both private and government owned are financed through adveétising
-revenue (31). The advanced and aophiaticé}ed Latin American multinational
agencies ave the major utilizers of broadcéat~advertie;ng, expending on the
a%érage of 65X of‘their'advertieing budget in 1977 on radio and television
advertising with some agencies as mucﬁﬂas 90X%. Together-with local broadcasting
station owners and multinational corporate advertisers, multinational ageuncles
form a tight and powerful interest gréﬁp that maké any attempt to alter the

- existing structure of the Latin American mass media in line with more general

social or cultural goals ptoblamatic.

-
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Notes

tnless othervise indicated, data ‘on agency hillings and income have been

compiled from Advertiéing,A&e'a'unnual survey of domestic and intarnational

agencies which is reported in the annual International Agency and Domastic

Agency'issues of Advertising Age for the years sgelected.

In 1972 there were approximately 28,000 advertising agencies in the United
States. 961 of these agencles reported billings of under $1 ﬁillion each

and acc§unted for 24X of total billings. Twenty-five agencies, with billings
over $lé% million each, accounted for 47% pf total billings and almost 18X

of total employment (34, pg. A-16).

Excludiné Uruguay whose local agencies reported only income. Furthermore

éuch.figures do not seem reliable.

At the 23th World Congress 'of the Interpational Advertising Association (IAA)
X
noted above, representatives of Latin American advertising agencies created

a Latin American Secretariat within the IAA to assist the development of the
i

advertising profession in Latin America. MHeading the new Secretariat was
B (\
Maurv Salles, president of the Brazilian agency Mauro Salles/Inter-Americana

Publicidade, a branch of the multinationai agency Kenyon and Eckhardt (3).

/

As noted by Salinas (24), mass communication research concerning the questions

of international communication imbalances have %et to successfully address the

-

issues involved in the effects of such imbalances on the national culturesAof
dQVeloping countries. For a discussion and tentative formulation of spch'
issues gee Salinas (24), Salinas and Palddn (25), Schiller (26) and Sunkel

and Fuenzalida (28).

20 o o
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6. The assumed cffect of advertising and consumption on muting or supplanting

political or q.rial_unrest does not go unnoticed among some advertising agency

-

executives.‘ In Brazil for example, where an authoritarian fgovernment hag been
in powef sigce 1964 and where G4% of the populaéion_is under twenty~fivae,
N Pepéi—Cola in challenging the dowminance of Coca-Cola in the éoft drink markeF,
‘ _utilized a strategy that would make consumptionsa pecudo-political act. The
Mauro Salles/InterpAmaricana agency, a branch of Kenyon and Eckhardt, which
handled'the Papsi_accounpﬁadapted the standard "Pepsi Generatién'' theme, but
| with one significant change: in Brazil it was the '"'Pepsi Revolution."
' Exp}aiﬁed’the agency executive who.haneled the account, "In this couﬁtry the

_ ) ] — a
youth don't have'protest channels} the present generation didn't receive any

RS

political or social education It is protest through consumption The teen4
ager changes from the old. fashion Coca—Cola and adapts Pepsi, the Pepsi with~

the young and new image, and he 1is happy, because he 1is young and young

people drink Pepsi.” (17, pg. 122).
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