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AN ANALYSIS .OF THE IMPACT OF CABLE TELEVISION
- ON THH® AUDIENCES OF LOCAL TELEVISION STATIONS IN THREE MARKETS

- INTRODUCTION

-
-

-

, o With the rapid growth of cable television and new in-home
interactive communications systems, there has been i;crea51ng concer;
and speculation about the potential impact on the traditional mass
media. Much of the inter#st initially Q;s involved the effects of

1
audience fragmentation oh network television's position in the mass

med14 market . ' @

v

As DeFleurtand Dennis observed, "By 1979\ cable television
hl

L

—

qieémed on the verge of becomidﬁ a ma}or medium of communication." (1)
Their criterion for determining a major medium is based upon the
traditional advertising inéustry's formula; i.e., "a medium must if able
to attract 30 percent of the potential audience for national advertisers
to find it econbmically worthwhile." (2) .

Based on such an advertising premise, cable television will
almost certainly reach that benchmark in .19811 The most recent Nielsen

. surveys indicate that cable television at the beginning of 1981 was

already in 25 pencent of the total households in the United States

Although cable television currently s stro?gest in the smaller markets,

{ts current thrust is toward establishing itself in the top 50 markets

in the country. N
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+ In the past six years if has donbled in growth in the 1arger "A“ and “B“

sized counties in the natfbn. And during this past year -- from February
1980 through February 1981 -- cable television has shown a remarkable
overall ﬁrowth rate of 23 Percent Hore than 5,200 operating cable systkms

exist today, and considering franchises already granted or applicatidns
-y

_pending, there will be some 6,100 cable operations in the near future. (3)
X
2
. Howawer, it appears that it is"not network television which

will bear the brunt pf the incursion of a new medium into the advertising

marketplace. Rather it would appear that a more immediat¥e and extensive

¢
impact may be felt by local commercial television stations. To the extent .

’

A

that people‘in households with cable television or otir®® special services

' LY

. would watch a commercial station from a distant market, these viewers still

would be watching one of the networks, and thus the major {mpqpt on network

D

television would come from such channéis as the non-network "super stations"

and those offering speoial programming such as all-sports »r all-news.
vt i
' .
The real loss would be suffered by the local television station or stations

RN

since viewers of the cable channels would be those pullef from the Tocal
television station's normal viewing audience. I; advertising terms, it
means the diminution of the audience that the local television station can
1g811" to advertisers, thereby negatively affecting the local television
station's po;ition in the media markétplaceﬂ.

s '
In a 1977 survey on the impact of cable television on competing

\
media, Kaplan congluded that cable did have the largest iﬁpact on local

-

television stations, followed by radio news and theater attendance. Its
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least impact was on%the print media. (4) In discussing the limitations
’ of his»é;udy, Kaplan stated that the.amount of change in media us ul
.« -
not be determined and recommended that future research concerning the
. /

impact of cable television should address-the issue of degree of change i

»
the use of various media..

THE PROBLEM

[
-

This progrém of research was ‘designed to measure .the impact

of cable television on the audiences of local television stations in three

A

markets. The basic question was: "To what extent does the ayailability,oﬁ

- [

cable televis{pn service in the hOuséhofh divert viewers from the local

L

+

televisibn channels to other ‘channels?"

HYPOTHESES
}

]

The hypotheses tested in this study, stated in the nul form,

&ere:

] - .
Ho 1: Availability of cable television service in the household
will have no relationship to the likelihood of having a
television set in the home turned on.

Ho 2: Availability of cable television service in the kousehold
will have no relationship to the channel Being watched in

the home.

. Ho 3: There will be no differences in demographic characteristics
\ . of people in households with cable television service as
tompared to those of pecple in households without such

service.
N




L | ‘ . METHODOLOGY . L .

. 'Y -
"To test these hypotHeses, a series of questions were included

\ in three comprehensive market surveys conducted during Januéfy 1981 in

=
three diverse markets. f;q%?f the markets are located in the Southwest =--

one h%ving a dominant central city and the othér being primérily rural/

A}

égpicultural. The third market .is located in the Upper Midwest and is
predominantly industrial in nature.

All three markets have three local television stations. The
- .
pehetration of cable television service in the three markets ranged frqg
. .
a low of 44.0% to 68.7% at the time of the surveys. (See Table 1)
s . ’ f

Table 1. A Comparison of the Three'Markets.

>
) ; Combined  Market Market  Market|
Markets / _ A B C
Total Households . 213,00{ 40,000 33,000 140,000
N L
Households:
-
i + .
With Cable Service 54.4% 68.7% 57.5% 44, 0%
’ © Without Cable Seryice  45.6%  32.2%  42.5% ., 56.0%
Number of Interae)ws 1,101 300 301 500
Ay . L ’ ' i'

As shown in Table 1, 1,100 interviews were conducted in the
combined markets. All intervieWing was conducted by centralized WATS
telephone banks, with.continuous supervision and monitoring. The sample

..'; i . -
lP .




: i
in wach marke)é computer-generated, using a random-digit prgdedure, = °

L) i -

to insure the inclusion of unlisted numbers and new 1istingsz§'
L ]

nterviewing was conducted during the evening, Juesday through

¢

Friday, from 5:30 p.m. to 9:30 p.m. (84.5% of the interviens) and on Saturday

4 ’

and only one interview was

from 10:00 a.m. to 9:30 p.m. (155% ofCI:; interviews). Only adults,
FY

18 years of age or older, were interview

completed per household. RN

-
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1 N ) n ) . _) j
A television set was turned on in a totfi of 58.2% of all
households at>:he time of the interview, ranging fpm 50,2% in the Upper

Midwest market to 69.3% in the urban Southwest mapket. '(See Table 2)
¢,
it .

' . r
Question: "Is a television set iny your home tifrned on now?}

Table 2. Households Using Television.

L

Combined Market Harket Market

/

‘ T Markets A B c
Yes, TV Set On . 58.2% £9.3%  60.5%  50.2%
No, TV Set Not On . 41.8% ° 30.7%  39.5%  49.8%

For the cohbined markets, gnd in two of the three individual
. j .
markets, a television set was signif;ﬂantly more likely, to be turned on

: -
in households with cable tellevision service than in households without

cable television servite. (See Table 3)

/

i J IJ.
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Table 3. Television in Use in Households with Cable Television Service
vs. Households without Cable Television Sgpvice.-— .

Households Households
With Cable Without Cable

Combined Markets:

» TV Set On 65.3% ~49.8% -
TV Set Not 6n- - 34,7% . 50.1%
L} ( »
x¢ = gegss, p €0.01 r ,
Egj!et A:
' v
TV Set On * T1.8% 63.8%
) . ] \
TV Set Not On 28.2% 36.2%
j X2 = 1.81, N.S. oo
P *
Harket B: -
2N
TV Set On 67.6% 50.8%
TV Set Not On 32.4% 49,2%
- . —t
\ X2 = 8.18, p £0.01
[ ]
Market C: ’ “
TV Set On 57.3% 4y,6%
\ 1
TV Set Not On 42.7% 55.4%

x? = 8.32, p ¢%.01

Thus, the first hypothésis is rejected. In households with '

U
cable television service, a televisizy set is significantly more likely

to be turned on durfng prime time thén in households without such service.

s
.
.
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As would be expected, people in households with cable televison

service are significantly less likely to have the set tuned to a local

television channel. (This measure was included QQ}y\in the urban Southwest

-

falls in

+

market angd the Upper Midwest market, because the rural SouthWwest market
o seyveral different television arecas of dominant influence.)
-~
In fact, availability of cable television service cuts the

audience for the local television statiogs by more than half. (See Table 4)

-

Table 4. Channels‘&uned to in Households with Cable Televicion Service vs.
4 Households without Cable Television Service.,

Question: "Which channel is the. television set now tunéd to?" (Asked of
respondents in houagpolds-with a televisigh set turnéd on.)

. J'_ .
} Houwscholds louseholds
: With Cable wWithout Cable
%Combined Markets: ) N
, Local Channel ' 48.2% 90.6% Ve
Non-Local Channel, 51.8% . 9.2% . .
x? = 88.37, p £0.01 .
Harket A: //
Local Channél uy.6% ., 91.7%
- . «
Non-Local Charnel 55.u4% , - 8.3% fs
Ld .
%2 = u2.98, p £0.01 .
Market C: . »
. _ )
Local Chanpel 52.u% 90.4% .
Non-Local*Channel "47.6% 9.6%
2 ) ra

7\: 4. 87, p €0.01 p y

”
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The net impact ¢on shaﬁh of market fof the local television
~ .
channels is summarized in Table 5. L
L v N >
J ’ Table 5. Share of Audience for Local Television Channels. . i
Total Households
Households Using TV 1
- Combined Hﬁrketé:
- Local Channels 37.5% 65.4% \
Non-Local Channels 19.9% ‘ . 6%
o™ (* . . -
Cable TV Houscholds:
y ¢ :
Locdl Channels 31.0% u8.2% AN
. ¢ ) . /
Non-Loqel Channels g 33.0% 1 51.8%
’ T . * .
Non-Cable TV Households: E%
‘Local Channels ‘4,9 90.8% )
.- )
Non-Local Channels 4.5% 9.2%
, ~
In} households without cable television service, the local
¥
. \
television stations share about half of all households and nearly all of
")
the households using televisfon. However, in households with cable
F i 4 /4 £ \
P ‘:nlevision service, the share for the 1ocal televisiun .tulions drops
to about a third of all households and less than half of:the households
. using television. . ' . ' ' .
. 3
. Thus, the second hypolhegis 1< rejected, in thd’ houscholds with .'
) A .
Y a
eqble television aerviub\dpégsigni{}uduLly Lese Llikely lo Le whtching a
. . ' * e
, local television channel than are houfehclds without cahle television
* L] n » I -
. service. - . s . .

.
’

. 10 | . .
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‘cable television households are significantly more likely than

households without cable television serwice to have the following

4

S . ’
* . »
characteristics -- home owner, married, education beyond high ch§$1,

~ and household income o moré than $20,000. Age of respondent zoes not
L] ¥
distinguish betw?en houseliglds with cable television service ané those
without cable teievision scri ce.r“(QQQ Table ©) )
TaBle 6. Deﬁographic Characteristics of llouseholds witl Cable Television
Service vs. Households without Cable Televfbioq Service. .
- , Households HohseHolds
With Sable Without Cable
owilhiome ‘ 79.0% e . o73.1% °
ﬂg;t Home ' 1.0% 26.9% )
x2 = 6,18, p 40005 ‘
Harried ' : C T TB2%
No£ Marwied ‘ ;8.9% 37.8%
x? = 9,90, p £0.01" - ) ’.
- High Schooi or Less 53.5% B u%
Beyond High School ' 46.5% "35.6%
. .
x? = 9.55, p (o.o1) .
Under $20,000 Incé%y ’. 58.7% 67.0%
$ o,;)o? or Higher Imcome " u1.6% ,:' ©33.0% '
x2 = 7.31, p £0.01 - . ' .
"\ Under 35 Years of Age - nof L 37.6d "
35 Years of Age and Older 58.1% s 62.4%
X2 = 3.23, N.S.
. .
{
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™\ Thus, the third hypothesis alsgﬂis rejected.’ People living in
households with cable television service clearly are more '"up-scale" than

are those living in households without cable television service.

B ) SUMMARY AND concwsm/

A~ -

A

LN
j?“*\\\ - Baaéd on the survey of the three markets included in this study, !

‘ H

cable television has made significant inroads into.the viewing audiences

of local commercial television stations. Not only has the share of the

»

localtcommercial television statjon audiences d??ppeq to less than half

u .’C’- - ! ” -
of the households viewing television in prime time among cable television
L
L4

households, but the demographics of the audiences that have been diverted

indicate they are compri?ed of those ‘up-scale, choic¢ viewers sought by

*

most advert:sers.
/ El

Demographically, éﬂble telev&sion househo%ﬁi)gre more likely
s

© e

b

to include home owners, people with higher‘levels of education, married

- people, and -people with higher househéld incomes. Th;y also appear to
- .

be somewhat younger, although this difference was not s;atistically

signif{?ant. * e ’

As indicated from recent Nielsen studies,‘the current growth

L]
’

rate of cable televisi%n, after several years of moderate activity, is on

hJ
a.rapid up-swihg. While ?n the- past, cable television's main impact#Jas

in the smaller “C" and "p" counties, today, and in the future, fts thrust
/

will be of equal intensity into the major marketg as well.




— -

-11v . j . -

The battle For the advertising dollar betué*n cable television
~ %

',

¥

and 1ocal television st;tipns‘haé been, to e, in the skinmishing'@tage.‘
But 1981 should see the development‘of a major battle for the advertisers
‘dollar. - Broadcasting magazine estimates tyat in 1980, cable televiSion
attracted some $35 million in advertising revenue. Projections indicate )
that this figure will*&buble in 1981 apd reach about $350 million in 1985.
(5) Adﬁittedly, $350 mizlion is not an overwhelming amount when conside;ed
against the more than $50‘§i11ion spent annually on advertising in the
United Statei; However, it is thé¢ rate and thrust of.the growth, ra{her
than absolute dollars, that is indicative of.the future challenge cabie
television is 1i§e1y to offen competing mediqr;~ both for tne time and
attention of thefaudiencqband for advertising dollars. ‘
It is obvious that cable television operators ha@e'hoveg beyond

.the stage of merely solving int;OQUctory, political, and technical problems.
Now they are réad§ to reap the results of millions of dollars of seed and
éeVelgpment capital. The formation of the fladgling Caple Television
inavertising Bureau (CTVB) iéffust one indicat!%n of the gafie operators’

Fl

marshalling their forces to move after a bigger share of the advertising pie.

-

The appointment of Robert Alter, the highly sucig:aful and former exeCutive

vice president of thz Radio Advertising Bureau, tq head the new CTVB 1s

Y
rd

more Span Just coincidence. (6)
With numerous channel selections and techuology making it possible
¢

to provide ever greater program selectivity, cable television can offer

unique adVertising packages for the marketer of certain products and services.

-

: R i3
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While currently local ¢ommercial television appears to be, the ~

* immediate Madvertising dollqp victim;"'a remote adversary could well be the

specialized magazine. 'It is not being too futuristic to view cable .
-
. -
television as.the electronic analag of the print.medium's specialized

t

¢
magazine. The opportunity to provide discreet ‘channels for"highly v

specialized programming provides some dazzling advertising cppportunities

hand

for the cable television operators. By having.ﬁzréct and unique access to .'

high dollar audiences with particular interests, it becomes possible for

advertisers to gome ever éloSer to that media buying paradigm -- zero
h 4

»

waste circulation., For example, the maior Dallas/Fort Worth market ) “\ P
(both cities are on the verge of -getting cable television) has the highest
pleasure horse population per cépita in the United States. A thannel
beamed at this audiehée‘could offer marketers of equestrian produc}s,

iding apparel, and ancilliary products a prime e

-

care, trdining, tack :

L]
‘éu;udienag not isolapd e local level By any other medium. The sam
!‘.- _— - -

programming concept, of course, could be adapted to travel, arfs\and’//

4 1

crafts, sports, financt, and other hobby and avocatia? areas ad infinitum.

‘ Y
ﬁg;king hungerly at the advertising dollars that are beginning

» =
d

to funnel into cable television operétions is the pay caﬂle television

»

" a 1
industry which to date boasts of not having commercials ifterrupt its

¥
entertainment -- primarily, movies. However, the first exLlorations have
~ \

already taken place into the feasibility of moving advertising dollars

into pay-TV. At a recent Association of National Advertiders meeting, an

{
i L _ /
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executive o;/a television audience measuring service, Arbitron, predicted

.that pay-tedevision wéuld not remain commercial-free much longer. He

concluded that thgfoperators of pé?-televxsion will have to seek sources
of revenue other than subscriber fees if they are to flourish. Initial
Arbitron stuéies, he reported, indicate that if given the choice,
audiences of pay-television would accept commercials before and after
the featured films rather than pay higher charges for the service. (7)

Just as there was a rgfgrouping and readjustment when commerical
€elevision reached the magic number of 30 percent of the national audience,
so it appears that advertisers, adverti%ing agencies, and the mass media
will have to‘gkudy anew, and address the issues of the 1980s, focusing
around’ the medium of cable television and related fransmitting systems, €.g.
pay-television, satellite television, video cassette and disc home recorders,

f

and interactive in-home Information centers. -
! p .

~end~
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