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Marketing to American Latinos, Part 2

ADVERTISING TO U.S. LATINOS: STILL UNDER UTILIZED

The Hispanic advertising industry has grown at a healthy rate since the late
1990s, but analysts suggest there is still room for healthy growth during the

next decade.

FIGURE 21.7

Hispanic Advertising Industry Growth

Year Billings Percent Change
1997 $1.4 billion —

1998 [.7 billion +22%
1999 I. 9 billion +11
2000 2.4 billion +27

Source: Hispanic Business Magazine, quoted in ahaa’s on-line,Hispanic Media & Marketing Factoids, May 2002

A 2002 study released by the Association of Hispanic Advertising Agencies
(ahaa) reveals that the majority of America’s top advertisers are significantly
under-investing in their efforts to reach Hispanic consumers. At a time when
corporations are looking for new markets to supplement slow growth in
mature industries, many are missing a major opportunity when it comes to
reaching Hispanic consumers. The study Missed Opportunities: Vast Corporate
under investing in the U.S. Hispanic Market,” indicates that in the past three
years nearly two-thirds (64 percent) of top companies targeting Hispanic con-
sumers invested on average less than 3.2 percent of their overall advertising
budgets on reaching this market. Corporations in the study that received the
top scores are approaching or exceeding the recommended target of eight per-

cent of their overall advertising budget.
The study found:

¢ Hispanics represent about 13.6 percent of the U.S. population. However, in
the past three years, in aggregate, America’s leading advertisers (including
those who do not target Hispanics specifically) have allocated an average of
only 2.4 percent of their measured media advertising resources to target

Hispanics.

¢ Relative to their overall advertising resources, on average, food and beverage
products, food services, personal care, general merchandise, insurance, and

telecommunications companies have invested the most in marketing to His-
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panics, while computer makers, software, travel, entertainment, pharmaceu-
ticals, the U.S. government, auto makers, securities, and specialty retailers

have invested the least.

e With heightened awareness of the value of the U.S. Hispanic market, since
1999 leading advertisers have almost doubled their allocations of advertising
resources to Hispanics from 1.8 percent of total advertising dollars in 1999
to 3.2 percent in 2001.

® By 2001, the number of leading advertisers still grossly under investing rela-
tive to the threshold needed to be effective in reaching the Hispanic market

had dropped to 42 percent.

The study conducted by Santiago & Valdés Solutions confirmed a longtime
belief among Hispanic marketers that corporations that are serious about turn-

ing a profit when marketing to Hispanics need to invest more in advertising.

THE TOP 60 ADVERTISERS

As mentioned earlier, every year Hispanic Business Magazine (HBM) publishes
in its December issue the advertising and media investments in the Hispanic
market. Below are highlights from the December 2001 issue. I strongly recom-
mend you visit their website, www.HispanicBusiness.com, to learn about the

magazine’s many services and data sources.

FIGURE 21.9

Hispanic Market Advertising Expenditures, 2001

gross expenditures ($ millions)

Medium

Network/National TV $845.0

Local TV $461.3

National Radio $159.0

Local Radio $410.8

National Newspapers $ 86.1

Local Newspapers $1292

Magazines $ 600

Out-of-Home $ 69.1

Total $2,220.45

Source: Hispanic Business Magazine, December 2001. Used by permission.
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FIGURE 21.9

Marketing to American Latinos, Part 2

Even in a challenging year like 2001, Hispanic advertising expenditures
grew. The HBM article calls it an “anemic 4 percent” compared with 13 percent
in 2000, 11 percent in 1999 and an “impressive 21 percent in 1998.”# My
analysis is more positive. The non-Hispanic advertising industry experienced a
more severe contraction following the dot.bomb economic crises and Septem-
ber 11, 2001. Comparatively speaking, the Hispanic market fared very well. As
can be observed in Figure 21.9, several new players entered the market and
few left.

Hispanic Business Magazines

Top 60 Advertisers in the Hispanic Market, 2001

Rank  Company Gross Media Expenditures ($ millions)
2001 2000
| Procter & Gamble $55.0 $46.2
2 Ford Motor Co. 51.0 14.0
3 AT&T 420 35.0
4 MClI'Worldcom 41.3 375
5 Sears, Roebuck & Co. 380 350
6 Americatel 30.0 25.0
7 Miller Brewing Co. 300 25.0
8  General Motors 29.5 162
9 McDonald's Corp. 27.0 27.0
[0 Philip Morris 25.0 25.0
Il Colgate-Palmolive 25.0 6.2
2 Johnson & Johnson 230 17.0
I3 Toyota Motor Corp. 22.0 22.0
4 Anheuser-Busch Co. Inc. 220 220
5 US. Army 20.0 9.2
6  Burger King Corp. 20.0 12.7
|7 Kraft Foods 18.7 17.1
18 Coca-Cola 18.7 *
19 J.C.Penney Co.Inc. 16.0 9.1
20 Home Depot 16.0 5.7
21 PepsiCo 16.0 10.1
22 Hyundai Motors 142 55
23 Western Union 2.6 2.0
24 Tricon Global Restaurants Inc. 1.4 14.6
25  Kmart Corp. 1.4 9.9
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Rank  Company Gross Media Expenditures ($ millions)
2001 2000
26 Lexicon Marketing Corp. 10.3 *
27 Nestlé 10.0 7.5
28  The Pillsbury Company 10.0 30
29 Gruma Corp. (Mission Foods) 10.0 10.0
30 Coors Brewing Co. 10.0 10.0
31 DaimlerChrysler 9.9 *
32 Wal-Mart Stores Inc. 9.8 50
33 American Home Products Corp. 9.5 9.9
34 Honda Motor Corp. 9.0 9.7
35  Goya Foods 9.0 8.0
36 Walt Disney 8.5 7.0
37 General Electric 8.3 *
38  Quaker Oats Co. 8.0 2.0
39 Kellogg Co. 8.0 6.5
40 Domino’s Pizza LLC 75 *
41 Bank of America 7.0 *
42 General Mills 6.4 *
43 State Farm Insurance 6.3 *
44 Washington Mutual 6.0 *
45 Toys “R"Us 6.0 6.0
46 Greyhound Lines Inc. 59 5.6
47 Sprint Corp. 59 52
48  Clorox Co. 55 4.0
49 Mars Inc. 55 *
50  Labatt US.A. (Tecate Beer) 5.1 *
51 Nabisco 50 50
52 Alistate Corp. 50 .3
53 Avon 5.0 5.0
54 American Airlines 4.5 4.5
55 Unilever Bestfoods 4.3 3.6
56  Target Corp. 4.1 *
57  Florida State Lottery 36 2.4
58  California Lottery 32 4.1
59  Pennzoil/Quaker State 3.0 *
60  United Distillers & Vendors (Cuervo) 1.5 *
Total $862.4 $871.9

* Did not appear in 2000 list. All numbers are rounded.

Source: Hispanic Business Magazine, December 2001, p. 40 Used by permission.
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TWO-THIRDS OF MAJOR ADVERTISERS ARE MISSING OPPORTUNITIES

The low scores in the study mentioned earlier demonstrate that companies are
not placing a proper value on the opportunities the Hispanic market offers.
Shareholders should be concerned with corporate America’s inertia in failing to
seek out Hispanic consumers. The companies with the best understanding of
the Hispanic market’s contribution to profitable revenue growth will be in the
best position to thrive over the long-term.

Using SRC 2002 data tracking Hispanic adults’ language-preference and
media consumption, Santiago & Valdés Solutions—now the Santiago Solutions
Group—determined that for optimum effectiveness in reaching the Hispanic
market, advertisers should devote at least 8 percent of their advertising dollars
to Hispanic advertising and marketing. Results in this report were obtained by
comparing the percentage of measured media spending on Hispanic Spanish
and bilingual advertising and comparing this to the 8 percent optimum-spend-

ing ratio.

IN CONCLUSION

The evidence is everywhere. Hispanic media are finally making a true debut on
the U.S. marketing and media scene. In the next decade we anticipate that
many more mergers and acquisitions will take place. Expect to see new players
both from within the United States as well as from abroad. Spain and Mexico
have much to contribute, and growing wealth among American Latinos is
surely going to play a role in future media development and ownership.

Contentwise, there is no doubt that as the Hispanic markets’ new youth
and Latino and Latina segments mature, they will demand more representa-
tive, Hispanic-friendly programming in mainstream media. The present players
will have to adjust to the demands of these age groups if they don't want to
lose their trade.

As we become a more diverse nation, expect to see in the near future
simultaneous programming in mainstream media and Spanish language media;
co-productions of cultural and political programs that can be broadcast simul-
taneously in both English and Spanish.

Advertising dollars will surely grow as measurements and tracking systems
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continue to mature. The decision will be based less on “pleasing cultural
groups” that demand a fair share, and more on the healthy return on invest-
ment that the Hispanic market brings to those who have learned to market in-

culture.
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