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Unit1 Viacom Inc./ CBS Corp.
Revenues 2012: $ 27.976 billion (€ 21.775 billion)

| .Overview

Viacom I ne.(2JE V. J U} 73 ), short for "Video & Audio Communications”, is an
American media conglomerate with interests primarily in, but not limited to, cinema
and cable television.

Viacom was split into two separate quoted corporations in 2006: Viacom Inc. and
CBS Corp.. Both are still controlled by Sumner Redstone (i5“Ek % 417:) through his
Holding National Amusements Inc. ([E| 5% KA/ 7)) . The new company-CBS—
is primarily associated with the free TV business revolving around the nationwide
network of the same name, the TV production as well as publishers and public
advertising. Cable MTV Networks (5 kWAL ) , BET (M NGRRHEMMD
Nickelodeon ()& %' it B A1) and Hollywood fIm studio Paramount (JR$7

ZZHLE% /A1) continue to be operated under the Viacom name.
Il .Business Fields

1.Viacom Inc.

(1) Television
The "Media Networks" division includes the BET Networks (Black
Entertainment Television M2 A% SR AR MY ) |, tailored music towards Afro-American
black, as well as the MTV Networks (Music Television 75 5k HLAL ) and its core
brands MTV (MTV 5 545158 ), Comedy Central (5 Ji| W1 0M5E ) , Nickelodeon (Jg
sl B LE AL ) and VHI.
Comedy Central, the country’s only all-comedy network, is jointly owned by

Viacom and HBO (E[E K JEE) . Nickelodeon, which is seen in over 300 million
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parents and their children worldwide; VH1 is where fans stay connected to the music,
artists, celebrities and pop culture they love.
(2) Film

"Filmed Entertainment" division, consists of the Paramount Pictures
Corporation (JRI7ZE5M A T]) , which itself contains Paramount Pictures
(RFLZF WA , Paramount Vantage (JRFLZZLHN) , MTV Films
(MTV $¢2\V) |, Nickelodeon Movies ()& 7 % it B¢ Nl) |, as well as Home
Entertainment ( 7% f2 15 'k /A w] ) . The Paramount Pictures Corporation has
been a leading producer and distributor of feature films since 1912. Its more
than 2 500-title library includes Oscar winners such as Forrest Gump({ i H 1E4%)),
Brave heart ( (BELY) D, and Titanic ( (ZREJE) ) .

2.CBS Corp.

(1) Television

The CBS Television Network (F14¢ L HLALM ) consisting of more than 200
affiliated stations provides viewers some of the nation’s best entertainment, news, and
sports programming. Popular programs include Everybody Loves Raymond ( { A
NHRZ 5518 ) | the Late Show with David Letterman (K11 « SEFF2 R
75) ), and 60 Minutes ( {60 7% ) . Sports franchises include the NFL (National
Football League 4= 35 M #5 3k ¢ % 2% ) and the NCAA Basketball Championship

(National Collegiate Athletic Association 3% [E K2#AH M BERIEE L) .

In 2006, the CW Network (S48 LV Az He 40 bt o BE & WP M ) —a station
principally targeting female audiences—was founded as joint venture with Warner
Bros. (Time Warner)

(2) Publishing

American major publishing house Simon & Schuster publishes (V452 5 &7

Fr A H]) and its subsidiaries annually release more than 2 000 book titles.
(3) Radio
CBS operates 130 stations and that makes it one of the largest radio groups in

the USA. The initially autonomous Inf nity Broadcasting Corporation ( J¢ ) 1%
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Unit 1 Viacom Inc. / CBS Corp. |

/5] ) merged with CBS in 1997 and had been a subsidiary of Viacom until the end
of 2005. Since the restructuring, the broadcasting chain operates under the new name
CBS Radio (CBS H. 55 ) and became part of the CBS group, catering for all kinds of
genres and formats. When it comes to Internet radio, CBS Radio closely cooperates
with AOL and handles the sales of advertising time for all 200 AOL Internet stations.
(4) Advertising
CBS Outdoor is one of the world's largest public advertising companies in
more than 50 countries.
(5) Online
CBS includes a variety of information and entertainment services concerned
with sports, technology and kitchen. The market consistently expanded over the last
years: CBS bought Internet radio station Last.fin (I J5—/N 5 5k M 35 ) in 2007 for
280 million US Dollar, followed by the TV/Online company CNET Networks for 1.8
billion US Dollars in 2008.

[l .History

The origins of Viacom can be traced to 1971, when the FCC (Federal
Communications Commission 32 [E FcFRIH (523 5145 ) passed a law which prohibited
the three major U.S. television networks, CBS (Columbia Broadcasting System &
& L) #E 2~ @) ), NBC (National Broadcasting Company 4= [E ] #& 2 7] ) and
ABC (American Broadcasting Company 3¢ [E ) #§/3 7] ), from having an ownership
stake in the programs that were produced for the networks. This prompted CBS to
spin off its syndication programming interests into an independent media company
called Viacom I nternational ( 4 . FE W [E Br ). In 1986, Viacom International
purchased a majority stake in MTV N etworks (MTV Hi ¥ ™) and Nickelodeon ( J&
o il R L HL AL M), and thus began the company's rapid entry into the world
of cable television. One year later, Viacom International was acquired by National
Amusements, a Massachusetts based movie theater chain owned by Sumner

Redstone (%% « F5414) and the Redstone family.
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1.Sumner Redstone

Sumner Redstone was raised in an affluent Jewish family in Boston,
Massachusetts. His father began his career selling newspapers and peddling linoleum.
Later, he began acquiring land and started building several drive-in theaters under the
name Northeastern Theatre Corporation (%G EAT]) .

As a youth, Sumner Redstone attended the Boston Latin Public School.
Afterwards, he attended Harvard Law School. After graduating in 1947, Redstone
worked as an atforney for some time before he decided to join the family business.
In 1979, Redstone was trapped on the ledge of a Boston hotel and was so badly
burned that doctors didn’t think he would survive. After five operations, he eventually
recovered. It proved to be an early indication of Redstone's strong competitive will.
For the next several years, he helped build Northeastern Theatre Corporation into
one of the leading movie theater chains in the U.S. Eventually, Northeastern Theatre
was renamed National Amusements (|5 513K A7) and by the 1980s Redstone
witnessed a momentous surge in the cable television industry and a corresponding
decrease in movie theater attendance. He was quick to realize that cable television
was beginning to change the entertainment landscape and that the future was in
software entertainment.

National Amusements began investing in motion picture studios. More
importantly, National Amusements (later Viacom) would build a media empire based
on the well-established broadcast and cable properties. Let us briefly consider a few

telling examples, including Paramount, MTV and CBS.

2.From National Amusements to Viacom

On June 3, 1987, despite the risk and enormous debt involved, National
Amusements finally won a bidding war and purchased Viacom International for $3.4
billion. Shortly thereafter, the company’s name was shortened to Viacom.

Before that, to protect itself from this hostile bid, Viacom picked up substantial

interests in premium cable television networks, including Showtime ( % ' W} [6]

004



Unit 1 Viacom Inc. / CBS Corp. |

M), MTV (AR  and Nickelodeon (JE 78 %t B ) L5 HLAR M) as well
as television station St. Louis, Missouri and Puget Sound Cable Systems. All
this was done in an attempt to saddle Viacom with extensive debt and to make
the company more expensive to be acquired. After winning Viacom, Redstone

became the owner of MTV.

3.Acquisition of Paramount

s

In 1993, though Paramount Communications CIJR 4. 52 i 155 /3 7)) released more
than 23 motion pictures, many of them failed at the box office and plunged the
company into serious debt. Paramount’s financial difficulty made it vulnerable tor
a possible outside takeover. At the time, Viacom was looking forward to buying a
well-established film studio which would be a good fit with Viacom's other media
holdings.

From September 1994 onward, Viacom and QVC Networks (5 [E 5 f2 61/ )
were engaged in a bidding war for Paramount. In the meantime, Viacom went ahead
and acquired Blockbuster ({5 AEBHII H L) for $8.4 billion in January
1994. Finally, Viacom acquired Paramount for $10 billion; approximately $2 billion

more than the original asking price.

4.Columbia Broadcasting System Inc. (CBS)

In 1999, Viacom purchased CBS for $37 billion. For Viacom, buying CBS
represented an opportunity to obtain a well-established television network with a
longstanding history. In addition, CBS owned Inf nity Broadcasting( TR #& /A w)),
representing more than 160 U.S. radio stations. The purchase of CBS is expected to

provide a steady distribution outlet for Viacom programs.
IV .Management and Administration

1.Sumner Redstone: Management and Leadership Style

Sumner Redstone is known for his aggressive leadership style and his tenacity
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as a negotiator. Given his background as a lawyer, Redstone is legendary for his use
of law skills to settle business disputes. In 1992, for example, Viacom sued Time
Warner Inc. when it stopped carrying Viacom's Showtime/The Movie Channel on its
cable systems in favor of promoting its own HBO movie channel. To do so, however,
was not without its risks. At the time, Time Warner was Viacom's biggest client and
suing one's own customer could prove highly damaging to both companies’ long-
term relationship. Redstone chose to ignore the advice of his management team. After
a three-year legal battle, Time Warner agreed to pay Viacom $75 million in damages
and restore Showtime on the company’s owned cable networks.

Throughout the late 1970s and early 1980s, the drive-in theater business was
struggling hard to survive because the major film studios often denied smaller theater
chains like Northeastern Theatre Corporation access to newly released movies.
Frustrated with this situation, Redstone put his legal skills to work and sued some
of the leading film studios for such discriminatory practices and won several major
lawsuits. Time and again, Redstone would resort to law skills as the weapon for
accomplishing his business goals.

Viacom executives close to Redstone describe him as a hands-on manager who
gets involved in minor day-to-day decision making of the company and sometimes
overshadows the contributions of his talented management team. Although he gives
his managers a lot of freedom to operate their own divisions, he prefers to retain tight
control over strategic planning and long-term decision making. Part of Redstone's
leadership style is based on the fact that he is the owner with a controlling interest
that allows him to run the company with an iron hand. The Redstone family controls
over 67% of the voting stock and 28% of the shares outstanding at Viacom. This
translates into an unusual level of power and ease with which Redstone can negotiate

deals and control decision making within the company.

2.Vertical Integration and Cross-Media Ownership

In principle, the TNMC (transnational media conglomerate 14 [5 4 /4 [4])

can control an idea from its appearance in a book to domestic and foreign movie
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Unit 1 Viacom Inc. / CBS Corp. |

theaters as well as later distribution via cable, satellite or videocassette/DVD.
The rationale is that vertical integration allows a large-sized company to be more
efficient and creative by promoting combined synergies between (and among) its
various operating divisions. Today's TNMC engages in a wide variety of cross-media
ownership strategies; that, owns a combination of entertainment, news, and enhanced
information services. It allows for a variety of efficiencies, such as:a. Cross-licensing
and marketing opportunities between companies owned media properties.b. Sharing
of newsgathering, printing and distribution facilities between companies owned
media properties.c. Negotiating licensing, rental and sales agreements across different
media platforms.d. Offering clients package discounts in advertising that cut across
different media platforms. TNMCs like Time Warner, Viacom and News Corp.
routinely offer clients package discounts.

When Sumner Redstone became chairman of Viacom, he was quick to realize
that the company lacked an overall strategy for integrating its many diverse media
holdings. To address this issue, Redstone brought together all of the company's top
executives. At a series of strategy sessions, he stressed the importance of building
internal synergies between and among the various business enterprises. According to
Redstone, he wanted to make people understand the interrelationship between their
businesses and foster a sense of Viacom'’s identity. Too often one business or even
one division can develop a tunnel vision and lose sight of the greater goal which is
the development and growth of the entire corporation. He wanted all these CEOs
to understand that each of them was, first a Viacom executive. It was a theme that
he has had to reiterate through out the entire life at Viacom—the necessity to make

divisional agendas subservient to the entire company’s objectives.

3.Acquisition of Established Brand Identities

Viacom is unique among TNMCs given the fact that it cannot claim an original
media software product with a long-standing history. Unlike such companies as
Walt Disney, Sony, and News Corp. that began with a distinct core competency,

Viacom has been built up over time through the steady acquisition of existing media
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companies with an established brand identity. By doing so, Viacom has avoided some
of the normal risks associated with new start-up companies. Starting with Viacom
itself in 1987, Redstone’s principal strategy has been to invest in those companies
that are proven winners or show excellent growth potential. Later examples
include Blockbuster (1994), Paramount (1994), CBS Television (1999), and Black
Entertainment Television (2000). Each of these companies are highly complementary
in nature and fit well into Viacom's overall strategy of vertical integration by
combining media software content with expanded methods of distribution that are

proven winners or show excellent growth potential.

4.Globalization and Localization

The Music Television channel is an advertiser-supported music entertainment
cable channel reaching television viewers aged 12 to 35. MTV was launched on
August 1, 1981.

By 1983, MTV had become successful and achieved proftability a year later.
In March 1986, MTV and Nickelodeon were sold to Viacom International for $513
million. Soon after the acquisition of MTV, Redstone appointed Tom Freestone
(¥ W 35 55 Hr ) as CEO. MTV's global success is in part due to the innovative
management and programming strategies that Freestone implemented early on his tenure.

In 1987, MTV launched its first overseas channel in Europe, which was
composed of American music programming hosted by English speaking artists. MTV
soon discovered that while American music was popular in Europe, it could not
offset differences in language and culture and an obvious preference for local artists.
European broadcasters, however, quickly understood the importance of MTV as a
new programming concept. They soon adapted MTV programming format and began
broadcasting music videos in various languages throughout the whole of Europe.
This, in turn, severely affected MTV's financial performance in Europe.

In 1995, MTV was able to harness the power of digital satellite communications
in order to create regional and /ocalized programming. MTV's international

programming drew upon the talent, language and cultural themes from localized
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regions which were then fed by satellite into that same geographic area.
Approximately 70% of MTV's content is generated locally with an attempt to offer
continuously new program offerings. The shift in programming emphasis has made
it easier and more profitable for MTV to sell advertising airtime overseas, given
that most advertising needs and budgets of companies tend to be more local than
international.

Today, MTV International is organized into six major divisions, including MTV
Asia, MTV Australia, MTV Brazil, MTV Europe, MTV Latin America, and MTV
Russia. The management of MTV's international operations is highly decentralized,
which allows local managers the ability to develop programming strategies to fit the
needs of each individual market.

MTYV International, including MTV Network’s core channel MTV and its sister
channels outside the US, was growing at a rate of 20% annually, as of mid-2006.
It was also the first international television network to broadcast channels in local
languages with localized content in various countries around the world.

When MTV International was formed in 1987, the executives at Viacom
reportedly believed that anything that worked in the U.S. would work anywhere in
the world. Consequently, MTVI began airing programs similar to those broadcasted
in the US. However, it soon realized that the audience in various regions preferred
localized content, which included music videos and shows by performers from those
regions. To be successful globally, it had to adopt a "region centric" approach, so,
MTVI adopted the policy of "Think Globally, Act Locally" in the mid-1990s and
began to launch separate channels in its different regions. Although many programs
were adapted from American originals, the channels were presented in a localized

format. MTVI tried to establish MTV as a "global brand"with a "local outlook".

V .Case Study

Redstone: If Content is King, Copyright is its Castle

He may look his age when he's not speaking, but when Sumner Redstone, the
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84-year-old chairman of Viacom and CBS, starts talking about the shifting media
landscape, you forget he was born when radio was a novelty.

Making the keynote s peech at Dow J onesGESEHT) and Nielsen's(JE/R#%) Media
and M oney con ference (AR K2in New York, he dug at Yahoo, championed
the accomplishments of the media properties he owns and offered a vigorous defense
of copyright."If content is king, copyright is its castle,"he said."Copyright compels
creativity; it furnishes the incentive to innovate. If you limit the protection of
copyright, you stif e the expression of self."

But he made no direct references to the two most-watched issues he now
faces: Viacom's copyright infringement lawsuit against YouTube, and his estranged
relationship with daughter and former Zeir apparent Shari, highlighting his lack of a
succession plan.

The closest he got was this:"Think about it: You cannot pay the rent posting
videos on YouTube,"he said."And most aspiring novelists do not aspire to self-
publish. You cannot make it as a musician; you can't make it as a filmmaker or a
writer without ... effective and enforced copyright legislation."

And this: "The time and effort spent creating and the months spent producing,
marketing and distributing content is an investment; it is not intended to be a
donation."

Redstone spent the rest of his time at the podium touting the accomplishments
of MTV, Nickelodeon and CBS, and offering general observations about the media
industry:

Advertising-supported business models are the key to making money on the
Internet: "Advertising will pay the way."

The media industry has become more global and the traffic is becoming
increasingly two-way, featuring not only American entertainment exports, but also
the import of programming and new innovations from overseas.

"We are now in a fragmented search economy, which means we need to extend
our content beyond our own destination sites so consumers can reach it more easily ...

The content mountain has officially relocated."
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[Key Media and Figures]
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[Words and Expressions]

conglomerate [kon'glomareit] n. KAk A [4]

film studio n. HLEZHIF

tailor ['teilo] v. #ilill; el JRHEAIE N

celebrity [si'lebriti] n. 4 A\ (&4 celebrities) ; £ %

franchise ['freentfaiz] n. JEVFRL, 2 BRAL

book titles 1544 (book title [152 $0)

public advertising A3 455 A%

kitchen ['kitfin] n. B 55; 4L LI E

ownership stake [T HEA

spin off n. @l vt JE

peddling ['pedlin] n. 47F1 v. YWENSE (peddle [(ELAE /M R]D  adj. MUSE); TGS
linoleum [li'nouliom] n. yliAf; JHEE; ¥A

drive-in theaters n. Y4550 i N4k

public school (& [E A5k = AN ERPAFID AL/ B R
attorney [o'to:ni] n. Hifi; fCHEA

trap [treep] vt J5dfilis Af-c- 2 PR A PANIREE Vil BEBE n. EBE B
momentous [mou' mentos] adj. FE(f); A

surge [so:d3] n. IR INVEEASE: Bl vt fERUEE vio B I
motion picture studio n. HLFEHI AT HLEER

media empire {& 477 [H

well-established ['weli'staeblit] adj. 73NN 2 FRM

bidding war n. & lik; B

hostile bid i

saddle ['sed(o)l] n. D#% vi. #% G v e B iR, flEfdR

vulnerable ['vAIn(o)rob(o)l] adj. 52 HLililK): S35 E M A5 A1
takeover ['teikouvo] n. &4 Yl
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