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ABSTRACT
In 1996, Marcelo Gutglas decided for the development of a new Thematic Park in the state of São Paulo, Brazil. It was built to be the biggest thematic park of Latin America. A series of difficulties delayed its inauguration in 18 months. The stated period for the recovery of the investments, that initially were five year, had been strained for ten years. Despite the increase in the number of visitors, 1,6 million in 2004, the park never achieved the foreseen return. The executives admit that the main problem of the park have been the demand forecasts based mainly on the American Market. The Brascan Bank was chosen in November of 2004 for the mission to present the Hopi Hari to potential buyers.

HOPI HARI: A GREAT ADVENTURE
Mr. Marcelo Cardoso, president of Hopi Hari – the largest amusement park in Brazil, was tense on that February morning of 2005. Even though the park had been receiving many visitors, it never got close to the forecasted profits. The initial plan was to open the park in 1998 and reach an average of 2.4 million visitors per year, but the reality was different. Hopi Hari opened its doors only in November 1999 and received a total of 1.5 million visitors that year. The decrease in the average Brazilian income obliged the park to lower their ticket prices, which as a result made the ticket become much cheaper than expected. Besides that, since Brazilian people are not used to visit theme parks, this forced the company to invest much more in promotions, such as the distribution of free tickets. During 2003, the number of visitors was 1.55 million, out of which only 57% were payers. In 2004, Hopi Hari closed the year with a total of 1.6 million visitors, with 75 % of these visitors paying for the ticket.  

How could they recuperate such a large investment? The investors were already tired of false promises and expected an immediate response from Marcelo Cardoso. The meeting of the following week with his team would be decisive for the future of the park. A series of actions were expected by the shareholders.
A History of the International Entertainment

The first large theme park ever built was planned by Walter Elias Disney, a pioneer in cartoons, creator of classics such as: Snow White and Mickey Mouse, among others. During the end of the 50’s, he decided to risk all of his money and prestige in an idea that his friends considered to be insane, which was to create an amusement park animated by the characters of his cartoons. The project was inaugurated on July 17, 1955 in California, and it was called Disneyland. The success was so great that MGM Studios became a partner in this project, and so Disney embarked in an even more audacious project. To build over a swamp, in the lowly populated Florida, the world’s biggest theme park, about 150 times bigger than Disneyland.


Today, the Disney World complex has the following large theme parks: Magic Kingdom, Epcot Center, MGM Studios and Animal Kingdom. Besides these theme parks, the complex also has three water parks (Blizzard Beach, Typhoon Lagoon and River Country), two areas of night entertainment (Disney Boardwalk and Downtown Disney), a large virtual entertainment center with many types of arcades (Disney Quest), a sports complex (Disney Wide Word of Sports) and an area with pools, lakes, tennis courts, professional golf courses, fishing, sailing, boating etc. (Fort Wilderness). 


This whole complex is without a doubt a literal image of a dream, of excitement and fun. Disney World is one of the most visited tourist attractions in the world. It is a place full of excitement and fantasy, all based on the creations of Walt Disney, in his films, cartoons and music. And finally, it is a paradise of men’s creativity which overflows with happiness in every centimeter square.


Specialists say that these large amusement park in the United States were responsible for the growth in the tourist industry from 1985 to 1994, which surpassed 25.3 million tourists into a total of 44,9 million, summing up to a total of US$ 60 billion in ticket profits. This explains the fact that the five largest entertainment companies in the United States (Disney, Time Warner, Universal, Paramount Pictures and Anheuser Busch Park) have a total of 26 large operations which are theme park oriented. Out of the 36 largest amusement parks in the world, half of them are located in the USA.

The Origins of Entertainment in Brazil

The world of fantasy created by Walt Disney inspired Marcelo Gutglas, a Brazilian investor, to initiate an investment in the entertainment area in Brazil. He opened Playcenter, an amusement park that brought to Brazil unseen technology and amusement at the time it opened. 


On July 27th, 1973, Playcenter was inaugurated in São Paulo city, as property of Divert, a company of public entertainment. Its area had a total of 50 thousand m2, and was located in Marginal Tietê, an important highway in São Paulo city. 

Initially, the park hired a total of 200 employees and used a total of two-thousand kilowatts of electricity, a consumption equivalent to a large company at the time. The initial investment was US$ 4.5 million, and its project was developed by the architects Crocce Aflalo & Gasperini. The visual arrangement of the park were made by Calduro and Martino. All of this process was aided by the technical assessment of IAAPA (International Association of Amusement Parks and Attractions), an association that includes amusement parks from all over the world as well as the producers of amusement park equipment.


Henrique Wendriner and Marcelo Gutglas, founders of Playcenter São Paulo, planned to invest in an area that was still unknown to them, fro they believed that it would be a good investment. Its initial objective was to obtain profits that would enable the company to grow through reinvesting in future profits.


Since its beginning, Playcenter São Paulo was characterized as a tourist attraction for visitors from all over Brazil. This showed that an entertainment option was not only for leisure, but that it was a need of the big city dwellers. In 1974, seven months afterwards Playcenter was inaugurated. São Paulo was being mentioned in news papers over the country as an entertainment option for those who were on vacation, because of Playcenter, the Botanical Gardens and other tourist attractions in the greater São Paulo area.


Today, Playcenter amusement park has a total of 110 mil m2, with over twenty options of food stores, six souvenirs stores, internal medical assistance and an efficient system of security, besides the green areas, which are specially planed for the comfort of the visitor.

The Entertainment Market in Brazil

Brazil has satisfactory characteristics for developing entertainment complexes, if one considers the population growth rate, especially in big cities such as São Paulo and Rio de Janeiro. The weather factor is also much favorable year round. In the cities we have already mentioned, the city growth becomes a problem because the leisure areas which already exist turn out to be insufficient to meet the demand. An example is the water park SESC Itaquera, inaugurated 1992. It was built to receive 20.000 people daily, out of which 6.000 people to be inside the pools. So many people come to visit the SESC during the summer that it is obliged to take actions to contain the demand.


The amusement park industry is in different stages over the world:

· Mature in the United States
· Becoming Mature in Europe
· Emerging in Asia and in Latin America

The growing public in theme parks around the world, present favorable tendencies as far as profile of the public: in Brazil, the target public is people between 5 and 24 years old.


Brazil has very attractive characteristics for this industry: 

· The weather during the winter is mild, which allows external activities all year round, which reduces seasonality.

 The demographic profile:  64% of the Brazilian population are in the age of the target public. In the state of São Paulo, this percentage is 62%.

 There are many urban conglomerates without and little leisure options.

 An abundance of labor with the perfect profile.

 According to IAAPA, in 1999: sales in the market reached US$ 300 million, and had a potential forecasted to increase to US$ 2,4 billion in five years. However, park attendance in Brazil was of a total 5 million people, which represent less than 1% of the total international number of theme parks, water parks and others. In 2004, the projected sales forecast was at around R$ 527 million. 

         Theme parks want to show that they can still be a good business in Brazil, and that they have become more mature after the harsh experience during the end of the 90´s, when there was a huge trend of investments in this sector with nonetheless small profits. Theme parks went from being large companies to become real "hoaxes" for those who invested in their success in Brazil.

         Based on the American model of entertainment and on the perspectives of growth of the Brazilian economy, foreign consulting companies projected astronomical forecasts for the Brazilian theme park market, as for profits and attendance.

Previ, the investment fund for the employees of Banco do Brasil (Brazil Bank), had a sour loss because of a wrong choice of investment. It invested R$ 40 million in the construction of Magic Park in 1997, located near the city of Aparecida, in São Paulo state, which was a disaster and sold it for a representative value of R$ 3 million in 2003. With expectations of receiving an attendance of 2.4 million people per year, the park didn’t even reach 240 thousand visits annually. An additional theme park located in Rio de Janeiro city, Terra Encantada, was another big hoax: it received a total of R$ 220 million in investments and filed for bankruptcy the year after it opened its doors.

The History of Hopi Hari

In 1996, Marcelo Gutglas decided to develop a new theme park, which would be located in the rout marker number 72 in the Bandeirantes expressway, close to the city of Vinhedo, in São Paulo state. This would come to be most important investment of Playcenter in history. The social object of the campaign was mainly, to explore amusement parks, recreational centers, bowling alleys and other public entertainment of different kinds, from leisure areas in general, to vehicle parking, shops, importing and exporting equipments related to these activities and other similar activities, and, to participate as an investor in other partnerships.

In 1996 the investors started to build the theme park in the city of Vinhedo, in the state of São Paulo. Its purpose was to be Latin America’s largets theme park, it would be called The Great Adventure. The total investment forecasted would be around US$ 170 million. 

On September 16th, 1996,  the company signed a contract with a company called CTW – Children’s Television Workshop. With this contract, the theme park The Great Adventure would bring to Brazil the characters of the Sesame Street, after being 26 years away from the Brazilian television.


On December of 1999, the company signed the first contract to be sponsored by Coca Cola. Consequently, other large companies began to join the list of sponsors, among them were: Bradesco Bank, Kodak, O Boticário, Café Cacique, Marisol, Estrela, Folha de São Paulo, Nestlé, 3M, Plus Vita, Del Valle Juices, Unimed, Telefônica, Refinações de Milho Brasil, Sadia, UOL, Motorola and General Motors, and among others, guaranteeing additional resources during the construction of the park, around R$ 13 million.


On July the 27th, the park signed a contract with BNDES (Bank of National Development) of a total of R$ 40.000 mil.


On December 1997, a supreme court decision of the state of São Paulo, given to a lawsuit of the citizens of the cities of Jundiaí and Vinhedo, the construction of the park had to be halted until a Study of Environmental Impact (EIA) and a Report of Environmental Impact (RIMA) were made. In 1996, when the construction of the park had started, the legislature did not foresee this sort of study. 


After the EIA/RIMA reports were conducted, an environment consulting company was contracted, ERM do Brasil Ltda., according to the protocol of the Plan of Work of February 6th, 1998 in the Department Environmental Impact Evaluation (DAIA) of the São Paulo Ministry of the Environment.

On March of 1998, after three months of the construction stoppage, the Court of São Paulo state decided that the theme park would not harm the environment, and therefore closed the case. The company was allowed to continue building the park. On July of that year, a thousand-page report was prepared by the park and given to the State Bureau of the Environment. The results of this report were presented to the public in September. Besides pointing out the problems, the report presented the solutions, among them were to dig water wholes so that the park wouldn’t have to depend on the city’s water supply, as well as creating a water treatment station so that the water could be used many times for certain functions (except ingestion).


As a result, the infra-structure and landscaping of the theme Park continued being developed, and the construction of the buildings also continued. These reports resulted in a new process of organizing and planning the construction of the theme park in order to meet the rigorous expectations of the environmental control, and re-directed the park into becoming the first theme park in Brazil to have an environment impact report which establishes the measures to be taken so that the project wouldn’t harm the environment and the local population. The pioneer experience of the theme park in obtaining an environmental license is therefore a model for the other tourist complexes that wish to install themselves in Brazil. 


The total investment to build the theme park was at around de R$ 325 million, out of which, R$ 25 million were used to buy the land plot, R$ 173 million in building, machines and equipments, and R$ 127 million with pre-operational expenses, which include expenses with recruitment, selection and training of about 1,300 employees, events of launching the park, projects, consulting services (environment, standardizing processes, security, wages, among others), financial expenses and other expenses necessary to implement the project.


The theme park in Vinhedo city, Latin America’s largest theme park, was inaugurated in 1999. The opening of the park was 18 months late because of the bureaucracy of the Environmental Impact Report (EIA-RIMA). The time to recuperate the investments that summed-up to a total of R$320 million, which was originally 5 years, was stretched to a 10 year period by the investors.

The Park

Hopi Hari, whose original name was going to be The Great Adventure, is a fictitious country: it has a total of 760 thousand meters square, 1,300 citizens (employees), forty attractions and a capacity to receive 25 thousand visitors per day. The Playcenter group invested heavily and gathered strong partners to build this theme park that is divided into five main areas: Kaminda Mundi, Aribabiba, Wild West, Mistieri and Infantasia. 


Just like a sovereign country, the park has its own language, the “hopês”, and even has its own potruguese-hopês dictionary, its own flag, national anthem, and currency. Among the greatest rides of this civilization, the most fantastic one is called Hadikali, which combines sky-diving with and air-gliding. In this ride, the adventurer leaps from a 53 meter height, attached by a steel cable. 

Another great ride is the Montezum, the fifth largest wooden roller coaster in the world that reaches up to 103 km/h. the karts complete the course in exciting 58 seconds. It is also worth it to ride on the Rio Bravo ride, that takes the visitor on a white water course full of surprises. The visitor can also have fun in the ride called Parangolé, an enormous spinning Mexican hat. The parks has fast-food stores, coffee shops, and stores, scattered all around the park. It is located 78 kilometers away from the city of São Paulo.


A giant 40.3 meters high Ferris-wheel that can take 168 passengers, calls on the attention of those passing through Hopi Hari in the Baderantes expressway.

This R$ 320 million investment is one of the giants in the Brazilian entertainment industry: it can receive 25 thousand people daily, and has an average attendance of 8 thousand visitors per day. There are 5,500 parking spots for cars, 14 stores, two restaurants and five fast-food shops.
Beginning the Operation

From October the 3rd, 1999, until November the 27th, 1999, the theme park made its pre-launching period and received more than 200 thousand visitors; they were the families of the employees, people who lived in the area, among others. During this period, the visitors were invited to enter free of charge and they only had to pay for what they consumed in the restaurants or what hey bought in the shops. This was a very important phase for the on-the-job training of the employees and to make the fine tuning of the operation.


On November 30th, 1999, the theme park opened to the general public, and they received 127 thousand visitors the first month.


During the first months of operations, some changes were made in the theme park’s strategy. The group focused to make Hopi Hari meet all of the shareholders expectations. Playcenter started to focus on the teenager and public and the ones who like radical rides of the lower social classes, and on the other hand, Hopi Hari decided to meet the needs of the families especially the higher class.

Hopi Hari had over 40 rides, 9 daily shows, all inside a space of 760 thousand square kilometers. After four years of operations, Hopi Hari had already received a total of 7 million visitors.


An interesting fact is that Hopi Hari took away the clients of their other theme park, Playcenter, whose sales fell from R$ 27.6 million in the third trimester of 1999, to R$ 19.4 million this current year. The cause of this sharp decrease of sales was supposedly "the bad weather in São Paulo during the month of August which coincided with the annual “Terror Nights” in Playcenter, together with a partial migration of the clients to Hopi Hari". The management of both parks, GP Investimentos, followed the evolution of this process of cannibalization, in order to maintain them inside the standards forecasted and to adjust its operations with the objective to optimize their results.



Slowly, Mr. Marcelo Gutglas was taken away of the position of the decision-maker, which gave the authority to the board directed by GP to conduct the future of these companies. In 2002, Mr. Marcelo Gutglas resigned from the board definitely. 

The first difficulties

Hopi Hari starts to sink in debts, has lower profits than expected, together with a strong recession of the country in which entertainment was not part of the average citizens priority.


On July of 1991, the shareholders of Hopi Hari, which was now being  managed by GP Investimentos, approved a subsidy of R$ 130.7 million to the company. The capital of the Playcenter theme park, which concentrated the capital of Hopi Hari, went from R$ 134.3 million to R$ 265.1 million.


An action that the company hoped would improve their performance during the second semester of 2002 was the project called Laboratório Educativo Hopi Hari (Hopi Hari Education Lab), which was intended to stimulate schools to visit the park. This was a project that mixed education with entertainment, and targeted teenagers up to 14 years old. To do so, partnerships were being sown with the Bureau of Education of São Paulo and Unesco. This idea was launched on June 2002. Together with this, during the year of 2003, five big thematic events were promoted: Hopi Night , Feast of Nations, Terror Time, A Book is Fun, and Hopi Music. The strategy was tested and approved this year with the first edition of Terror Time. The initial forecast was to attract 200 thousand people during the months of August and September, but the numbers reached a total of 500 thousand visitors. And the main attraction of the high season was the Education lab.

Even though the distance between Playcenter and Hopi Hari is around 80 kilometers, one park ends-up steeling the customers of the other. “With two thematic events going on at the same time, it is inevitable for cannibalization to take place."

In 2003, GP started a process of renewing Playcenter S.A.. They sold Playcenter Northeast, Playcenter São Paulo and Playland, and centered all of their investments in Hopi Hari, in which they have a total 28% of participation. In July of 2002, not knowing what to do with Playcenter, GP offered to negotiate with Mr. Marcelo Gutglas the option of buying back the park. GP’s bet of investing in Playcenter as a profitable investment did not turn out to be so profitable, so in 2002, Gutglass and three other partners bought back the company, and gave it a new name, PMCPV, with enough capital and debt free. GP, the company that now controls the Hopi Hari theme park, changed the name of the company from Playcenter Theme Park to Hopi Hari S.A.


Hopi Hari S.A. justifies its bad present financial situation because of the macroeconomic scenery of Brazil, which was marked by the contraction of the average Brazilian wage, which impacts the demand for leisure, as well as the 18 month set back caused by the environmental demands episode. It also states that there was a significant difference between the projected studies about viability and the reality. These factors postponed the maturity of the business as well as the consolidation of their debt.


The company says, however, that “Hopi Hari’s capital has economic viability and operational capacity”, nonetheless its full maturity will demand more time than initially thought, given to factors of the business itself (need to create a culture) and also to external factors as well (such as the decrease of the average wage of the Brazilian worker).


During the following months, the managerial strategy will be to continue to develop efforts to consolidate Hopi Hari as a leisure option. One of them will be the permission given to 35 companies in São Paulo to commercialize Hopi Hari tickets, in order to increase coverage and improve distribution.
The meeting

Behind closed doors, together with all of the managers, Marcelo Cardoso makes a question: How can we recuperate such a big investment we have already made?

APPENDIX
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Letter written by a customer
Hey guys! I would like to tell about my experience in Hopi Hari.
It was a nightmare, from the moment I walked it till the end of the day.
We arrived at the anxiously awaited Hopi Hari park. It was COMPLETELY PACKED with people trying to enter.
A lady dressed-up as a cow received us, saying that Hopi Hari was "Entertainment without lines!" Then I thougt “Well, that’s good!”
After one hour in line under a scorching sun waiting to get in, we finally got in…. 
We went to the line of the Cabum ride...or whatever that ride is called, that one that is a 25 stories high free fall.
After two and a half hours waiting, I got to ride that thing. I almost had a heart attack, but I survived!
Then we went to the other line, to get into a 3D movie ride.
After an hour and a half waiting, we got in. The ride was really fun! The special effects were really nice, until suddenly... puff... there was a defect on the equipment... what now? Let’s go to another ride.
How about the roller-coaster???
The expected waiting time in line was 3 hours… I gave up...
We went to the water roller-coaster ride for kids.
I wanted to get into that ride because I REALLY had to get wet, the sun was scorching hot and throughout the whole park there are no trees for that give you shade or a simple bench for you to sit.
Well, there are the seats of the fast-food shops, but they are always PACKED!
Well, the line of the water roller-coaster went on for two hours and forty minutes... but at least I got wet with refreshing cold water.
Where to go now???
Let’s eat...
An hour in the line of the fast-food shop where all of the workers look like crap and have a terrible attitude.
We ate.
It was about time to leave and I had only gone to three rides, and one of them broke while I was in it (the 3D movie ride)...
I tried again to get into the line of the roller coaster. Two hours gone by and I wasn’t even close to half way through. I gave up. People were cutting in the line from everywhere I looked , and the line wouldn’t move one single step.
I’m really sorry that it had to be like that.
The park is great. The rides are fantastic, but  the service is HORRIBLE, there isn’t any sort of supervision in the lines, something that I believe to be primordial, since most of the people in the line paid for the idiots that keep cutting in.
I did not like it and I do not recommend it to anyone!
Maybe I went on a bad day, since the park was so full of people, but that wasn’t the point that caused me to dislike the park. Every service around the park is HORRIBLE and I saw things that I couldn’t believe, such as children burning red from the sun, imploring for water, and the food shops simply packed, with no conditions of attending the public properly.
I have already visited Disney, in Orlando and I can say that I went there on a day it was completely PACKED with people, since it was during the Thanksgiving holiday.
Even so, I didn’t have a single problem there. The organization was impeccable. Water fountains under the shade everywhere for you to drink. Many places to sit and rest. Organized lines. Workers providing a great service with a smile on their faces wishing you a good time.
It doesn’t work! If people do not have proper training, nothing will work.
Hopi Hari may be a wonderful place because of the rides, but it is a TERRIBLE experience spending a day there, trying to get into a ride, standing-up under a scorching sun in lines of gigantic proportions!
And to finish-up, we got into the bus to go back home, I was extremely burnt by the sun! During the trip a truck hit the back of our bus. Many hours went by to try to solve the situation... and I just wanted to get back home to take a shower and get to bed!
I got home at 5 in the morning.
I slept at 6am.
Never again will I go through this craziness!
...and I didn’t even got to ride on the stupid roller-coaster!!!!!
Hopi Hari... never more!
Regards!!!
Rê


Table 2: Annual Visits (x1000)

	Type of Park
	Qty.
	2000
	2001
	2002

	Theme Park
	11
	4.530
	5.572
	6.129

	Water Park
	22
	3.417
	4.203
	4.625

	Amusement Park
	30
	2.900
	3.567
	3.924

	Moblie Parkls
	27
	1.500
	1.845
	2.029

	FEC
	105
	6.574
	8.086
	8.894

	TOTAL
	195
	18.921
	23.273
	25.601


Source: Adibra – Brazilian Amusement Park Association 
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Figure 2:  Picture of Playcenter from the top in 1973
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Figure 3 Share Participation of Hopi Hari in 2004
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Figures of some of the largest parks in Brazil, in 2002





AMUSEMENT MARKET IN  BRAZIL





Share Participation








