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Broadcasting is. and remains. the most powerful and effective mediW1l of local eX~Jl
" . -:. - - '. -:,.~- -.. ~

ever created. The imminent conversion of both radio and TV to digitaJtransmission insureS that

local TV and radio will maintain their unique role in our lives for a long time to come.

This is what I will discuss:

• Broadcasters have leveraged their local monopoly power at the expense of real
localism. For more and more broadcasters. localism is a marketing device. not a
commitment to local public service.

• Broadcasters' exaggerated and self-serving prophecies of inc~pient,.ifnot~t"
financial woes to justify regulatory relief are no more valid~. they ~e~~ ­
the past. Historically. the biggest threat broadcasters face is "frOm .the-:debt~ .
they voluntarily incur. ~ -, '-;'.

• The Commission should retain firm limits on local broadcast ownership. and condi­
tion any new waiver policies upon receipt of specific. enforceable and concrete
commitments to provide service and diversity which remediates at least part of the
harm caused by new ownership concentration.

The prospect of liberalized local cross-ownership brings special importance to ,
retaining the Commission's cross-interest policy. I vehemently oppose its modifi­
cation or repeal.

Whatever else the Commission should do. it should not coumen~Ceuse·~fL~.: :
or any other device designed to evade its ownership rules., )f:ti1e: Commission:~~,~~ r·2

'

wishes to authorize increased local ownership it should do' so direCtly;· Any~" .
entering an LMA did so with the intent of doing something not otherwise permitted
by FCC rules. LMA operators should have the same right to seek a waiver of
ownership rules as any other broadcaster. but their tactics should not be rewarded
with special treatment.

I urge you not to shrink from protecting and expanding diversity. The easy part of the job·

is make decisions where everything can be thoroughly quantified. But the Co~unications A,ct

contemplates that the Commission making just such difficult judgments. Thefaet thatevaluaiin&
~ i:, J. _•.,;;

diversity may be more subjective is a good reason to employ content-neu"",/viewpoi1it-~~!· '.
'.. " - - ~:_~,...,. ~

structural policies such as ownership rules. It is not a justification to refuse to act. .. ~.

Diversity and localism matter. Concentrated broadcast ownership diminishes both. In re­

- enacting the public interest standard. and in placing attention on local ownership. and in af­

fording protection for local TV stations in their service areas Congress has also restated its en­

dorsement of diversity policies and its insistence on licensing broadcasters locally.
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Repeal of local ownership rules to create larger local station combinations. increased

TV/radio cross-ownership. and TV duopolies may well generate economic efficiencies.

However. this does not automatically translate to more. or more varied. programming. It does

not insure that broadcasters address the needs of citizens who are demograplli~y unattraeti~:~··

... *i ~..
And it most certainly does not replenish the creative gene pool to insUreth.~broadcastingcd:,,::','. ~

- ...;:- ..~~ ,.

stay in touch with ethnic and social diversification of American society.

Many of the people in this room have heard me say that we have the best system of broad­

casting in the world. and that this is because. not in spite of. policies established by the Com­

munications Act of 1934. I fear this is less true today than in the past. There is. as there should

be. a lot of good programming. and dedicated public service in this country. but the American

people are not receiving their fair share of the supposed benefits of changed ownership rules. .
.. ......

My hometown radio station. WVOX in New Rochelle. New York. ~is .8good exampl~.Q~~ 'c' ••

~ . :h.. ._ ..:'- . --. ·~li"~:~~:.~.

what we have now. and may lose. It is owner-operated. by a colorful manicitown to many :""s 1 .
. '. - "

':.. ; ~ .

.- people here today. Bill O'Shaughnessy. He and I don't agree on much. but his station covers 'his

community. its issues and responds to its tastes. He appears to be prosperous.

Stations like WVOX are endangered by the megachains. for reasons others here can ex­

plain better than I. But this local contact is important. and it is being replaced more and more by

distantly-manned. computer formatted. distant signal syndicated. management'by formula

broadcasters who have local licenses, but no local ties.
- ~':;'- "-

What does localism mean to broadcasters? Well. to the Televisioo"ureau ofAdvertiif.(~~ .
;.. - ..... ~: ,'t. .:...~ '; .

it is a marketing idea. Its new ad campaign proudly extols the special, ioCali~ nature of: ' . •

consumer tastes, telling advertisers that they can "connect your brand to local communities, and

hit people where they live. "

If TV broadcasters can derive premium revenues by connecting brands to communities.

they ought to be to find a way to provide mean even a minute per week of .locally originated ,

programming. Many radio stations. and more and more major market TV stations. do not.

-
2



They ought to be able to staff stations with programming personnel. not just salesmen. and to

have independent news programming or other coverage of local affairs reflecting the different

perspective of every station owner in the market.

I will spare you the long version of this seemingly endless debate, but history is relevant

and instructive. About 15 years ago. responding to concerns of some - but by-no means all­

broadcasters about the threat of competition from DBS and from cable; ttte'~ssiOilbe~\Q·.
:,. ~ .~~' ,..~.- - .:~.~.~-- :;,

lift limits on broadcast station ownership. It promised an even healthier.,induitl)'" which woti1d~ ~

generate new and diverse programming.

There followed what was. by standards of the time. a frenzy of mergers and

consolidation. By 1990, talk turned from program service to debt service. The problem was not

competition. it was greed. As loan defaults and bankruptcies became more frequent, the

Commission staff issued a stunningly unprophetic report predicting the demise of broadcasting as

we knew it unless there was immediate and substantial changes in the Commission I s owners~p" .. '
. "-. - ... - -

rules. See. Broadcast Television in a Multichannel Workplace, 6 FCC~~~96 0990. ·1:(At~~.
Times are good again. but the inaccuracy of past predictions dOesn't stopnroadca$teJi .

from perceiving new threats, and demanding - yet again - relaxation of the ownership rules.

In considering whether to ease duopoly. cross-ownership and other rules, the Commission

should view broadcasting's prospects as broadcasters really see them, not as they are recast for

your consumption. While some broadcasters have told the FCC that competition from other .

multichannel providers necessitates relaxation of the multiple ownership rules,. that is not what.

they tell each other. It is not what their promotional arm. the Television Bu~eau'of Advertisiji,· ..~ '-
": 4,.. • ~.<~~;?~.~ ~ ':,

says. It is not what they say on Wan Street. And it is not what theirbaiariCes~ts:show. f };ff~·

Stations are trading at or near historic valuations, regularly reaching 10, 12 and 14 times

cash flow. Stock prices are soaring. And, most depressingly of all. to our amazement and

judicially reviewable dismay, the members of this Commission have irrationally and - literally

inexplicably - voted yet another multibillion dollar handout to TV broadcasters by permitting
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--- them to use free publicly owned spectrum for home shopping without havi-:'8 to.pay fees. .._

Broadcasting is in fine shape. Look at the CPMs. The fragment.a.i~nof-audience":

broadcasters I unique and exclusive reach into every home all the more va1~~ke:- A.~iencd~t"
grow less quickly, but each viewer is increasingly more valuable. The cost Per thousand for spot

TV is 25-30%-above what it was five years ago.'

Just last month, Broadcasting and Cable began its annual advertising outlook by saying

that "industry [is] upbeat about the millennium."2 David PoItrak of CBS pooh-poohed the slow

erosion of network audiences. pointing out that the networks "still deIlver mass audiences. ,,3

Neil Braun. until recently the President of the NBC Television Netwotk. javethis .- ­;~~..
;~_: ......

explanation of why broadcasting has a bright future: ;;~ri-c,:
-: ._~ -

Why didn't the explosion in channel choices across cable and satellite spedrum diminish
the allure ofbroadctlSt television? ..Firstl cable Iuzs come to be viewed by savvy
marketers not as a competitor to broadcast televisionl but as a complement to it....{T/he
advertising capabilities tlult the two offer are markedly difjerenL Each cable network's
strength is delivering a niche audience over timel while each broadcast network delivers
a mass marketfast and often. ···.Secondl with increased choices in everything.•. only
strong brands wiU prosper. For examplel the powerful Peacock brand makes possible a
symbiotic relationship between NBC's cable and broadcast properties•••Thirdl 1M
notion ofbroadcast television's "declining share" has obscured t'" reality 01 ._. _ _
tremendous growth. The size ofthe audience pie condnues to upand....Founh#~':­
increasing fragmentation ofsociety-tlnd lhe audience-malcesbrotulcast teleHSion e.;;;-t -.
more valuable. To make the next salel an advertiser has to reach all die r«My to iJ"y t

consumers. Broadcast television reaches 97percent ofU. s. homes every week. ..

The networks are. as always. the loudest whiners. The notion that networks may not

'See Attachment A. According to TvB, The CPM for thirty second early evening spot was
$4.62 in 1993, and $6.58 in 1998.

-

2Broadcaslingand Cable, 1/4/99, p. 30.

3/d

4Neil Braun, "Why cable hasn't killed broadcasting" (Guest Commentary), Electronic Media,
3/17/97, p. 16.
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viewership is of retransmitted broadcast service.

To discuss the real impact of cable, I will rely on the TvB, the industry's promotional

arm. Its recent factsheet, "Ten Cable Facts You Should Know. " included here as Attachment B,

shows why broadcasting still extracts a premium cost per thousand. It forcefully makes the case

that broadcasters deliver vastly superior audience size and demographics and complete

demographic penetration:

J. Cable penetration high,' individual cable networks low. . .

2. Cable is cannibalizing itself.

3. Broadcast delivery is 17 times greater than cable.

4. On the level playing field. broadcast has an advantage of82%.

5. Cable road blocks negate targeting value.

6. Broadcast delivers millions; cable delivers thousands.

7. Cable viewing: (A few watch Q lot, most WQtch very little.)

8. The "Cable Faithful" - small and not particularly desirable.

make money is much more a function of accounting tradition than reality. It has long been

useful to allocate profits to locally-owned stations, but as an integrated distribution mechanism,

networks and stations together have always done well, and continue to do well. Moreover, the
. .

repeal of financial interest and syndication rules has generated profitability"in.th.¢ networks1
.---

- . ~, .....
production and studio divisions. Most recently, the network public rela~~~-lJ1achme focu~~~- -:

attention on how cable networks are tapping into a small portion of network prime iime

audiences with off-network syndicated material: the stories never mentioned that the networks

now own all or part of those programs and therefore profit from cable's transmission of them.

The prospects of local TV are even better. Reporting a consensus projection of 5% ad

revenue growth, Broadcasting and Cable concludes that n Analysts said local broadcast stations

will continue to attract increased advertising dollars despite declining audience share brought on

by surging cable television viewership•... " Jd. I would add that much;.e~~~:mo~t, oi.cable~~···-~· .:
~ ~ - .. ::~ ~··-h~·~. ~ .;~ _.;

.-

-
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9. Industry nomenclature can be misleading.

10. Cable networks don't deliver their audience evenlY.

Broadcasters' gloom and doom scenario overlooks other facts as well. As we have ex-

plained in our prior comments, they:

• Ignore the consolidation that has already taken place, and continues to take place,
in broadcasting.

• Overstate the number and power of current multichannel vi~ OOIBpetitors.~. '~':

understate the extent to which broadcasters also have ownel'Sbipmterests· in ~./.~ _,
competitors. .' . _. _.' ~;.- ~

~

• Fail to mention how digital television technologies promise to convert broadcasters
from single channel to multichannel providers.

• Make unsubstantiated promises of public benefits from economies of scale that
would result from common ownership.

However welcome it may be, the emergence of new multichannel provi~ers does not

counteract the loss of diversity which would accompany relaxation of the duopoly rule. The-"et. '.
,,4 • _ c·._ ~I;.~,-:,,~, .:

that several different technologies may soon deliver programming does littltto~angethis,..i. ~:
. -~ .. . .,"':. ¥." ':-

multiple and cross ownership of these distribution technologies means that their programming

will be under common editorial control of the same entities now dominating the program produc­

tion. And, although the number of broadcast stations has doubled, increasing multiple ownership

may have actually decreased the number of independent voices.

If the Commission were to liberalize waiver policies for duopolies and TV cross­

ownership, it should do so only in compelling circumstances, and only when applicants make
.~.. ..

specific, enforceable and reviewable promises of additional programmingthatgOes beyond it.e}~ . '"
"public interest programming" already required of them. Unsubstantiated, ~lf serving pto~~~
that cost savings will be shared with the public are worthless.

However, no special sympathy should be directed at operators of LMAs. As one of the

leading members of the Communications Bar said to me, the term itself is a euphemism for the

6
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- phrase "unlawful transfer of control." Broadcasters shamelessly describe LMAs as being a

device which permits otherwise impermissible ownership. Since 1991 i when 1h~e was exacjiy ~

one LMA known to the Commission. we have submitted objections to ~~.in"hedOckets:·~ -
,-

before you. Our timely objections and the Commission's clear statement that their status was in

doubt is more than ample notice to meet any legal or equitable standard.

As long as the ownership of LMAs is not attributable to the real party in interest. the

Commission's ownership rules have no meaning. Please: pick a permissible ownership limit and

enforce it. I may not like the number you choose. but it will have meaning. As long as there are
LMAs you needn It bother to have rules. . __

.' .

Parties urging that the Commission grandfather old LMAs and perrnir.newO~ have·1t.:f~. ~, -
... ". '.... ,", ~--,:~,~ ~

neither statutory or equitable reasons to do so. LMAs evade the ownership rules. and facilitate

unauthorized transfers of control. Worst of all they fuel cynicism and disrespect.

-.t

-?:d~-~~·
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SPOT TELEVISION COST AND CPM TRENDS
TOP 100 MABKETSI3Q-SECOND COMME~~j".

. ,

",

:':'

~{i?~l;l!li~l~~

I TRENOSIN MEDIA

HOUSEHOLDS COST PER .' ..,
.....

, .

PER RATING DB - C-oST J-'ER
PT. RATINGPT. 1000 BOMES

LATE NEWS (M-F):
1982 703,092 $4,482 $6,37

1983 717,905 4,421 6.16

1984 722,326 5,104 7.07

1985 732,211 5,731 7.83

1986 739,414 5,498 '7.44
1987 752,863

' .
5,808 ~"?;71

1988 762,958 6,424 .. ~ ~: '8.42.· '.
1989 774,048 6,016 . ~

7.77",
1990 790,405 6,416 8.12
1991 798,727 6,739 8.44
1992 790,891 7,184 9.08
1993 799,836 7,210 9.01
1994 808,886 7,673 9.49
1995 817,608 8,503 10.40
1996 820,662 10,545 12.85
1997 829,690 10,608 12.19-..

1998
0 -

838,790 10,440 ,12:45
.. .. "

LATE NIGHT (M-F):
1982 703,092 $3,648 $5.19
1983 717,905 3,267 4.55
1984 722,326 3,460 4.79
1985 732,21 ] 3,837 5.24

.;;,.; ... .:
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network, you must buy multiple spots during a time period (road
blocking) on various cable channels, I.e. CNN, Lifetime, MTV,
A&E, etc., thereby losing the targeting benefits of cable.

-
20£2

6. Broadcast delivers mUlions; cable delivers thousaAds.- Both
cable and broadcast produce high indices among high-~e
demos as well as among men 25-54 in HH with S60,()O()+" - .
incomes. The difference is that broadcast delivers high densitY':
(Source~ NMRIPNAD. Various Analyses.)

7. Cable viewing: (A few watch a lot, mOlt watch very little.)
Heavy cable viewers (lS% of the total) watch cable 23 hours a
week, more than all other cable viewers combined.
(Source: CBSINTI Custom Analysis, Nov. 1997)

8. The "Cable Faithful".•.small and not particularly _
desirable. Heavy cable viewers are less affluent and lesS;. educated
than the total cable audience and the total U.S. population.-. ,
(Source: CBSINTI Custom Analysis. Nov. 1997) .1- ". '~ ,~.

:-~P'~~-: ..

9. Industry nomenclature can be misleading. Take "Cable
Households" and "Non-cable Households," for example. ALL
cable households are also broadcast households, and non-cable
households are ONLY broadcast households.

10. Cable networks don't deliver their audience evenly. Like
all national media, there is inconsistency market by market. A
program with a 1. I rating in "market A" may get a 0.3 in "market
B". You have no control.

Back to Broadcast vs. Cable: The True Story.,' . - -~~-~ .~ .,

~~l1f;f;':
:

<

,'.
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1986
1987
1988
1989
1990

1991
1992
1993
1994
1995
1996

1997

1998

739,414
752,863
762,958
774,048
790,405
798,727
790,891
799,836
808,886
817,608
820,662
829,690

838,790

3,803
4,052
4,509
4,665
4,954

4,819.
5,169 .

5,117
5,144
5,523
7,352
7,409

7,417

5.14
5.38

_ 5.91

_:"r~ ~ .~.•:O3
6.27 .

t·;~ ;6.{)] .

6.54
6.40
6.36
6.76
8.96
8.93

8.84

_~4: ..-

.<~~... ;~-~­
~~ ;~~- .-:

W~C~: .
MEDIA MARKET GUIDE, 1ST QUARTER EACH YEAR (COSTS) .. ,~~- .•'
NIELSEN MEDIA RESEARCH. NSI (HOUSEHOLDS) . _ -. '. - -

-.

'0 1998, Television Bureau of Advertising. Inc. All rights reserved.
Republication and redistribution of this report in total, other than by TVB
members or its authorized agents or designees, without written pennission is
strictly forbidden. Any republication, in whole or in part, must include aedit to
TVB and its sources. .

... .:......
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1. Cable penetration high; individual cable networks I~w.,

Wired cable penetration is currently 67.2% ofTVhouseho1ds:-No:
single cable network comes close to reaching that figure during .~­

an average week. TBS has the highest net weekly circulation with
43%, while The Learning Channel, at #10 reaches only 24%. The
major broadcast networks typically score in the mid to high 80s.
(Source: NMRINTI Jan'98, NCAR 1st Q '98.)

2. Cable is cannibalizing itself. Cable claims ratings increases.
Taking a closer look, we see that cable's Primetime delivery in
Feb. '97 was 19.5, while, Feb. '98 averaged a 22.1. Ifyou divide
these ratings by the number ofexisting cable networks (13i in-..'97
VS. 148 in '98) the result is an average rating ofO.lS foi"both .
periods... no change. All the increase appears to be cominafrom 0"" :.:

the new networks. .. .- '.~.'

(Soun:e: NMRINCAR, 2/97 &: 2198. Primetime; NCTA, Estimated Cable
Network Counts.)

3. Broadcast delivery is 17 times greater than cable. The 35
measured cable networks in Feb. '97, averaged a 0.5, as did the
40 networks measured in Feb. '98. For the same periods, the 6
broadcast networks averaged an 8.9 and 8.8 respectively. During
these periods, the average broadcast network delivery was 17
times greater than the major cable networks.
(Source: NMRlNCAR. 2/97 &: 2/98. Cable Primetime; NMRINTI.
Ranking.Plus. 2/97-2/98. Primetime Broadcast Networks.) - _;:

4. On the level playing ('leld, broadcast has .. advaiitale of
81%. When comparing itself to broadcast, cable invaria1:Sly uses .
All ad-supported national & regional cable networks, and
typically only ABC, CBS, FOX & NBC. Completely ignored are
WB, UPN, Univision & Telemundo, and 200+ Independent
stations. Apples to apples, we win.
(Source: NMRINCAR. Primetime Ratings. Sept. '97-May '98.)

5. Cable road blocks negate targeting value. Cable claims that
it can reach a very select audience. Then they tell you to achieve
the same cume rating on cable as ONE spot on a broadcast' .__ .
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