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. In 1975 the Federal Communications Commission initiated the newspaper- _ : TH E FCC S

broadcast cross-ownership rule, which, by barring a single company from owning
a newspaper and a broadcast station in the same market, seeks to prevent any

single corporate entity from becoming too powerful a voice within a commu-

nity. Media organizations have long opposed the ban, and now the FCC, point-

ing to the proliferation of “new media” sources of news and information, is
considering its revision or elimination. But while the telecommunications mar-
ketplace has indeed changed over the last quarter century, it has become more
concentrated, making the cross-ownership rule more important than ever for

encouraging a diversity of voices and hence a more vibrant democracy.
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as the New York Tomes andbihe voon g+ - own and operate broa
cast stations outside thes T B o canpiaine wnd Gomery 2000,

Media orgimization b0 Lucc b gy vsed the rade simee s ine
tion, and their prospects Torcleeaiace aniing i brightened in 19

when the new Telecompona a0 S0 T cred thie FCC o continual
review albownershp rules O Sopege  Fi 2000, the conmmission
aled u review ol the new i Lol o ross-ownership ban. ashin

among other guesttens, wlo o cibe o oaiinues 1o be necessary 1o p

tect o diversity of viewpoint bl i bnernet and other “new medi
have had an impact emtbe o o~ ol te L and information available, o
whether joint operation ol . o o el hroadeast station yield e
ciencies and synergies teara penth b s,

Changes mhe wlecoe o ce s orbaplace over the Last gquan
century, rather than dione - e e o ko s ol the newspaper-hre
cast cioss-ownenship b 1 Lo e noportant than ever,

. Since 1975 the il - o0 boove Lo has indeed mereused. but

Hie sarbe e, o . oy o cuac ore conceitratied, and o,

there s less diver o 0 e o vl less diversity of news saun

—— thann 1975

. The increased mand -+ ' ‘ fmng snmber of corpor

vorces has Ted Gosoas o welb wnh micd



2 Hhe newspaper-broadeast criss-ownenshipy e
conglomerates stressing profit maximization over concerns of Jocalism
and diversiy.

«  There are synergics beiween hroadeast welevision and pewspaper

ownership that are notin the public interest. A jocal television station
owned by a newspuper can simply televise a summary of the paper’s
content. offering no benefits t the consumier, yet it will sull be able
1o dominate the focal politeal and cultural discourse.

Profit maximization hus never been the sole point of U.S. comnuni-
cations policy. Undey the Communications Actof 1934, the FCC is churged
with allocating spectruim space 10 maximize “the public interest, conve-
pience, or necessity.”” The Communications Act and its revisions mandate
promution of the pubhic mterest, and thus the enconragement of o diversity
ol voices su s 1o promole vibrant democracy. How best can the conuis-
sion achieve these goals within the contines of the markeiplace”

Tor this end. we need 1o abandon the pure free market cconomie aap-
proach that assumes that profut maximization is the paramoudt goal ol
media enierprise. Nuwspapers and broadeasters are not simple [irams ie-
ducihle 10 profit-generaing eguations bul rather are large, complex social,
culturad, and politicad wstitutios, and they need to be analyzed through un
Tastitutional cconomic model that Lukes i0to avcount externaliies. both
positive i negalive, that have an impact on the public welture.

The newspuper-hroadeass cross-ownership rule hielps to keep buy
the lmiture of the marke(place o ensure 2 variely o voices bt news and
entertaimnent. B is as relevant and nmportant new s ever, pethaps more
w0, and must be retained.

The remainder ol this study analyzes the revenl history and current
atatus of newspaper and broadeast ewiership and congentration, and then
gocs On 1o exanine the negative implications for the public inteiest ol
litting the ban.
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0 The newspaper-brogdcast cross-ownership rule

station, and there will be cost cutting from scale economies with news
reporting. On that known collateral, a local ielevision station and a focal
monopoly newspaper could find funds (o finance any permitied deal. Fi-
nancial institutions are conservative; they are willing 1o put up the tunds
because they know the merger will make greater profits.

Yet profit maximization has never been the sole point of communica-
tions policy in the United Staies. Under the Communications Act ol 1934
(und its 1927 predecessor and its 1996 successor), the FCC s charged
with making cltective use of spectrun space by means of allocation to
broadeasting and other services. This allocation is performed 10 maximize
“the public interest, convenience, or necessity.” Though expressed in dif-
ferent ways over the years, the FCC has clearly held that the “best” broud-
cast station is locally owned and operued. Such ownership was deemed in
the public interest, as it would presumably be closer o local needs und
concerns, and thus the station would more adeguately reflect and project
that community than some absentee-owned operation or central network.
Such a pohcy strongly alfected such hasic decisions as wlevision alloca-
tions. as begun with the 1952 Sixth Report and Ovder, which expressed the
need o provide as many local TV channels as possible. This
vice obhgation” renained in the 1996 Teleconimunications Act even as

‘public ser-

that deregulatory law chimmated the Jong-standing restrictions on broad-
cast network ownership ol cable systems. (Earlier IFOC rule making, con-
gressional action, and the 1996 Telecommumcations Act removed restrie-
tions on the acquisition or creation ol cable systems by iclephone
companies.) The 1996 uct removed the numeric cap on the nuniber of sti-
tions a hroadeast nerwork could own, replacing 18 with Tunguage that an
individual, vompany, or corporation could own broadeast (elevision sii-
tions that reached up 1o 35% of houscholds in the United States (UHE
stations counted halt their actual reach tor this hinntation caleulation). The
act wlso removed the long-standing ban on joint radio-broadeast TV own-
ership in the sume market. As the commission interpreted the 1996 act, il
extended broadeust eenses to eight years 1o facitate competition; under
previous rules, TV stations had w renew their broadeast hieeases every
five years. The reasoning was that the kengthened license wenm would re-
duce the burden on broadeasters, and allow the competitive markeiplace 10
operate more efliciently (Aufderheide 1999).

But Congress did not eliminate the cross-ownership rale m 1996 be-
cause if recognized the rule’s value. There was debate on deleung the rule
in the years leading up 1o the 1996 act, bui legislators knew ol the ot -
tance that the two media ollfered m locul communities, and did not want (o
decrease the voices avaluble in political debate (Aufderheide 1999).

THREE

Potential ilnlv;lt I [ip NEeWS coverage
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been apparent Tor a0 6 0

Goiblessential prolil maximizes
_ < v saied inchis awobiography, -
synergies between. ot i paper operations and broa
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X The newspaper-broodoast cresy-ownership role

cty to speak and receive all manner ol communications. A study of the
Zanesville, Ohio media market, where the only newspaper, radio station,
and television station were, in the early 1970s, under the same ownership,
found thiu residents of Zanesville used the news media less, and were less
well informed. than residents ot similarly sized cities with more media
oullets. Since then, grandlathered companies have tread lighdy by not cov-
cring important issues, rather than overtly abusing their privileged status
(Stempel 1973),

Yer contlicts of interest can and do arise. Milwaukee’s Journal Com-
munications, owner ol the Jourinal-Sentinel newspaper and the local NBC
alfiliate WTMI-TV and cadio station, became a cheerleader Tor a new base-
ball stadium to be paid for by the taxpayers. Not only did publisher Robert
Kahlor chuir the governor’s stadium commission, but reportedly Kahlor
spent $25,000 of corporate munies lobbying state luawmakers. The WTMJ
stations carry the Brewers basebhull games (McConnell 2001).

The cross-ownership rule al feast constrains these monopolists, and
oliers a measwie of a robust markeiplace ol ideas essential for a democe-
racy. Newspaper companies cannal assemble, ay they wish 10 do now,
strong position i local ielevision. nor simullancous control over 4 com-
munily or town’s cable system or radio station.,

Stwce newspapers have had therr chance 1o participate i the new
clectrome world of the Toternet, and Twled by thenr own criterion prafit
maximization), the policy gqueshion reduces to: should the FCC relas the
newspaper-hrogadeast cross-ownership rule so the monopoly newspaper can
take over a focal welevision station simiply o provide its corporate owners
wilh a new protit center? From the point ol view ol the public mterest. the
answer should be no.

FOUR

NO real wol.|
technological v formation

IChas long been expectad i e bva Ll the Internet would merge
millions began 1o use the fusoci oo o cular basis at home, televis
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SEVEN

Maximizing the public interest

The Communications Act and its revisions continue 10 demand promotion
of the public interest, and thus maximize a diversity of voices so s 10
promote a vibrant democracy. How best can the commission achicve these
goals?

In addressing this guestion, we need (o recognize that in the newspa-
per and teheviston mdustries there are market tailures. How should one go
about trying to make policies o correct market failures? A particularly
importunt issue in this regard is how to fashion the most diverse ownership
ol the miass media. How should we make sure that the stated policy of
safeguarding the public interest is ensured?

We need 10 abandon a pure Tree market economie approach as the
sole method of analysis. That neo-classical cconomics approach assumes
that elficient operation and profit maximization represent the paramount
poul — and often the only goal - ol any media enterprise, even ones so
vital 10 democracy and quality of lile as mass communication and miss
entertainment. Studying the cconomics of mass commuonication as w ho-
mogencous good or service asswmes away the importait roles played by
the media in society and public life. We need 1o abandon this narrow per-
spective. which sees no reasons for any governiment intervention.

Citizens recognize media externalities. Minorities ask for more di-
verse ownership. Critics from all sides have tong sought a forum tor local
expression. To this end, an institutional cconomic model, vather than
neo-classical free market model, offers a better approach.

I we are 1o move past elticiency as the sole eriterion of proper policy,
we must begin by recognizing that newspapers and broadeasters are not
simple fisms reducible o equations but large complex social, cultural, und
potitical institutions. Whea the Communicitions Act grants OWners an ex-
clusive broadeasting monopoly, 1 generdes ranilications not only m eco-
pomic terms but akso i social, culiaral, and political terms,

The importance of externalities is carefully Lud out in James
Hamilton's Cheanneling Viclence (1998). Looking solely at the market tor

iorass-ovcnership ride

television violence, he s ool o whereby costs spiil over
members of society and .o ot b e dustry, He comipares
situation with environnoe. o, v that generates hazardo:
waste does not incotpora il s ety of s corporate de
sions when i als to calovia T Skt into the costs of produ

ing, marketng, and disintaan

be created so the pollutinz o oo

societal (Hamilon 1998
Externalities, both peodn o sod e i need W be considerad

any policy analysis, Haateooio o0l o oy o reduce damages (o

violence on television vonbb oo e e aang system, Programme

, . <oboe onvity, and Hamilton argu.
[or the need for media i Lo nahec b o negative externalities. W

ottt public, A means needs
i nalizes all costs, corporate

use violence as part ol Hen e

also can seek o diversits ibo e e ns Ll the cross-ownership ru
furthers this goal (Hasnile i A g -0 g,

Thereare oo many g b e aod b waorld o rely onanides
ized neo-classical abstrin i o o0 o e D Y cannot assunie awaty ©
ternalities. That s, frone il | L

o achnowledge that 1l

history ol institetions play o 00 0 Ui inshilutional ownersin

matters. Institutions sevb 0 e i nepoly power. We need
acknowledge that. and o 1 ol by ueourage diversity and |,
calisim,

Neo-classical coon ki Voo above alt However, whi,
frec market ceonomint. s cnl G peorlormsinee eriterson, pabl,

policy unalysts ought oo -l 0t hitieult, but just because

s diicun does notmeain - o cb e ncial roles of the mass o

dia in democracy and e b o ered just another homog,
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Med tindustries onc Brd Gosbna s peeeh and political disc

ston. A democracy neesd s Lo a0 a o make it work, and ol
mass media ought o b o Porp e debate ol all points
view. The nurkeiplice o i v ol accuracy and complen
ness, and these gualivee- e taoc 0 hdtion of diversity. Publ
regulations must seek oo coce v as possible, realizing b
central variouns means ol -0 e i tastb democracy This go
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16 Hhe newspaprer-bradeast cross-ovweneninp rule

vision used W be considered free; now the vast majority of homes pay a
monthly Iee for access (o cable TV or DBS. I television is an important
link in a democracy, how will the process of government change when o
sizable segiment ol the population lacks aceess o cable or DBS elevision?
This tssue strikes at the heart of the diversity question. Research by Joel
Waldfogel of the University ol Pennsylvania’s Wharton School sugpests
that minoritics are better served by minority-owned media outlets, which
contain more minarity -orented content. Waldfogel concludes that we shouid
expect a reduction in targeted minonty satistaction it the rule s altered
(Waldlogel 2001).

We can do better. Connmunication systems break down space and tie
us together: but they also cause disconnections, paranois, and social vola-
tility. For instance, Robert Kuitner, in his book, Everything for Sale (1996),
persuasively links thie erosion of ¢ivie lite through the 20th century wilh
the agenda-setting power of the mass media in general and broadeast wle-
vision in panicular. For example, when the 1996 Telecommunications Act
lifted ownership bnats. localism and diversity disappeared so much that
the Department of Justice stepped in to negotiale o case-hy-case set ol
consent decrees o guarantee al Jeast soime diversity (Kuttner 1996).

Prior o the 1996 act, radio broadeasting was decentrahized and con-
sidered competitive. That is. many stations ollered closely competitive
“products,” e Tormats, paticulurly an ngor markets. Research showed
that the uverage person tuned in o o seore of stenons = through button
selections on the car radio -— and might Listen W several country stations,
for example. Further, cach substttutable station m the market sought (o
ditferentiate its on-air product in the nind i the istener by way of combi-
nations ol music, disc jockeys and personalitics, and marketing Lucucs
There was diversity, albeit not perfect.

But with the relaxuation of ownershap rules in 1996, chains developed
collections ol tadio stations numbering from the hundreds into the thou-
sands. With this concentration of ownership, decisions ol formats were
made within the same group, and so the cconomics ot competinion disup-
peared in Lavor ot clussic oligopoly — particalurly within bigger markels.
The Telecomnincations Act of 1996 set ol the preatest merper wave m
history. Ina telling metaphor Mel Karimazin, the tounder of Infinity Broad-
casting (which was acquired by CBS atter the act's passage), noted than
“it’s like combining two veean-front properties.” He micant that the new
firm would be nol a quaint coliection of rural stations in smull wwns but
rather an crupire with halt o dozen 10 @ dozen outlets in the biggest media
markets. By the 21st century, what was once local and diverse radio had
becomne an outlet of Clear Channel, CBS. or ABC.

The 1996 Telecotn:, o i
talure ought o alert u- vl iy

]

rules. The cross-ownershap. ol 1

in the public’s interest.

¥
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roXs-ownership rule |
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crbe s elimination would not t
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