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P-R-0O-C-E-E-D-I-N-G
6:34 p.m.

CHAIRMAN MARTIN: Good evening, everyone.
And welcome to the Federal Communications Commission
Hearing on Media Ownership.

We had the opportunity to hear from of the
folks over at USC earlier today. And we also had the
opportunity to hear from a panelist there. And we’'re
very pleased tonight that you all have agreed to
participate on this hearing as well and spend some
time with us tonight and give us some insights into
the Los Angeles media market in particular and into
some thoughts on how that might impact our concerns on
media ownership in general. This is certainly an
important issue to a lot of folks. And we’'re anxious
also to hear from the public as well.

And so I do want to thank all the
panelists and also Henry Rivera who is a former FCC
Commissioner who has agreed to help moderate tonight
and keep us all on schedule.

So that, Mr. Copps, you want to do any
opening remarks?

COMMISSIONER COPPS: Thank you. And thank
yvou all for coming to this second segment of the FCC’s

Los Angeles hearings. And special thanks to any hardy
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souls among you who attended our hearing this
afternoon down at USC and then made the trek out here
tonight.

I'll keep this short because the idea
tonight is for us to listen and learn.

But let me just take a minute to emphasize
what’'s at stake here. Because our media is precious.
It’'s how outside of our strictly personal spheres we
talk to each other and inform each other, and learn
from each other and entertain each other and how we
learn about decisions we as citizens have to make.
Media is, I believe, the most powerful enterprise, the
most powerful busginess in the United States of
America. And 1f we’re smart about it, we’ll make sure
that our media using your airwaves, and they are your
alrwaves, reflect the genius and creativity and all
the wonderful diversity of this great country.

Three yvears ago we had a near disaster at
the FCC. The previous FCC gutted the rules meant to
check media consolidation, and it did so through an
almost totally nontransparent process. It did so over
the strong objections of Commissioner Adelstein and
me. Maybe they thought it wouldn'’'t be a public issue,
but it became a public issue even though big media

didn’'t want to talk very much about or tell the
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American people very much about it. Nevertheless,
nearly 3 million Americans found out, rose up and told
the FCC they didn’'t like it one bit. I didn’t know 3
million people even knew that was an FCC when I went
there.

Congress got mad, too. And then a federal
court sent those rules back to us as procedurally and
substantively flawed.

So it was a big citizen victory to check
those rules. That’s the good news. But the reality
check is now we’'re back at square one and everything
is up for grabs. So, again, it depends on you the
people.

I can't imagine a city with more at stake
then this great metropolitan area, perhaps the most
diverse city in the United States.

Today people of color comprise more than
30 percent of our country’s population, yet only 3.26
percent of all TV stations are minority owned. I‘ve
seen other figures that say people of cclor own maybe
1 percent of the broadcast assets of the United States
of America. So ig it any wonder that our media
provides such a distorted picture of minorities. How
much better it would be if our diversity was reflected

by our media and nourished by media.
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There are some people who seem to think
that diversity is a problem in the United States to
overcome. I see diversity as an opportunity to be
harnessed. But first we need a medial capable of
serving everyone, not just some advertiser’s idea of
a mainstream demographic.

We’'re also here to learn about localism;
locally owned newspapers, TV news and radio used to be
the rule and not the exception. And then some
companies got the idea of building great empires from
sea to sea, and they had the political muscle to get
it done. Sometimes these companies put their business
plans ahead of the public interest. The latest twist
now 1ig that a few of them are starting to doubt
whether those business plang made sense in the first
place, and vyet they continue to beat the drums for
more consolidation. And it might be amusing if it
weren’t so sad because the consegquences are no joke.
Local newsrooms and stations devastated by job cuts,
local citizens despairing about the state of the news
and minorities shutout of America’s most powerful
industry.

So we need your help in answering these
and other questions. Aand for my part as we begin, I

pledge to you not to rest until we get a media
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environment that works for every person in this hall
tonight.

Thank you.

{Applause) .

CHAIRMAN MARTIN: Thank you. Thank you,
Commissioner Copps.

Mr. Adelstein-?

COMMISSIONER ADELSTEIN: Well, thank vyou,
Mr. Chairman. And let me begin by also thanking the
community of El Segundo for their hospitality. This
is one of the most gorgeous high schools I‘ve ever
seen. And it’s also a wonderful auditorium. And as
a musician I think it’s got great acoustics, too,
which we got to get a band up here at some point.

We just came from a wonderful hearing at
USC this morning where I noticed that about out of a
1C0 people we must have listened to, 99 thought that
media consolidation was a bad idea and one thought it
was a good idea, which is pretty much representative
of what the public at large thinks wherever we go.

We have a fantastic panel here today. I

want to thank all them for coming. A good balanced

panel.
and, of course, I want to thank all my
colleagues for coming cut. It’s really wonderful to
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have the full Commission here really listening and
participating and thinking about what the right
decision is for the public.

And I want to thank Henry Rivera for his
fine job moderating. He’'s going to keep it rolling
tonight.

The reason I think it’'s so important that
we come out here and talk to people is that our charge
in the law is really simple. It says we're supposed to
pursue the public interest, not the interests of the
media giants who seek a profit by using the public
alrwaves. The public I think knows best what’s in
their own 1nterests. I mean, the best jury in the
world is the public because you watch a lot of
television, you listen to a lot of radio as all
Americans do and you think about it a lot. People
whenever we go across the country have incredible
bits of wisdom that they manage to squeeze into these
little two minute segments that we allow and clear
ratterns emerge.

I think that it’s much better than
thinking that those of us inside the beltway know
better what the public interest is than the public
themselves. So it’'s critical that we come out and

hear from you about what you think we should be doing
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to pursue our legal obligation to promote the public
interest. I think this open public process is the
best way to do it.

I want to thank the Chairman for
organizing these hearings today and for really opening
it up to a transparent process, as he said.

The message this morning I’'ve got the
creative community was that the quality of news and
entertainment in this country is degraded by media
consolidation. That was a consistent message. It was
one which they gave examples of how when some of the
creative folks wanted to try something independent and
strong willed that they pushed back from these giant
media companies, but in the old days they had the
capacity to take their ideas to another network. But
now the networks have subsumed it onto themselves and
that competition £for their ideas 1s gone and
essentially middle level management in these large
media conglomerates can make decisions that bump the
independent creative thought of these producers. And
the result 1s that we’'re all poorer for it. The
quality of news and entertainment goes down, there’s
less freedom and independence, less trade of thought
and less dynamic programming.

So we are charged by law with pursuing the
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public interest. We’'ve always defined that as
localism, competition and diversity. 2aAnd I fail to
see how additional media consolidation promotes any of
those goals.

I think that one witness put it best this
morning when he said that homogenization may be good
for milk but it’s not good for media.

Sc I'm just here to listen. We have an
excellent panel. And I appreciate all of you taking
the time to be here and to share with us your thoughts
and views because we gain an enormous amount of wisdom
from you, and you are the people we are here to serve.
So thank you for coming out this evening.

{Applause) .

CHATRMAN MARTIN: Thank you, Commissioner
Adelstein.

Commissioner Tate.

COMMISSIONER TATE: Thank vyou, Mr.
Chairman.

As many of you all know, this is the first
opportunity that I’ll have to review this proceeding
in our rules with a fresh new look. 2and how
appropriate it is that we began at a university, USC,
and are now at a high school, El Segundo. Because as

we hold the first of these hearingg around the country
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this process will help us what the media marketplace
of the future will be like. The marketplace of
greatest import to today’'s students because they are
tomorrow’s leaders.

My full statement is posted on our
website, so I’'1l1 just say thank you for being here for
participating tonight as the panel. And I'11 look
forward to hearing from all of you.

Thank you.

(Applause) .

CHATIRMAN MARTIN: Okay. Thank vyou,
Commissioner Tate, and Commissioner McDowell. Before
you begin, I do want to have the whole Commission
thank you for helping organize here in El Segundo and
thank your brother as well for being such a generous
host. So we appreciate that on behalf of the whole
Commission and we do want to make sure and thank you
for it. Thanks.

COMMISSIONER McDOWELL: Thank vou. And I
understand the Mayor is actually in a City Council
meeting. He’ll be stopping by here in a couple of
hours.

But I just wanted to thank everyone for
coming out tonight. I'm not going to say much. I want

to hear from you and I want to hear from you and
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everyone else.

I'm looking at this issue with fresh eyes,
having just joined the Commission on June the 1lst.
And I'll also be looking at it through the eyes of my
children, my 7 year old and my 5 year old as to what
the future holds for them.

S0 let’s get on with the show.

(Applause} .

CHATIRMAN MARTIN: Great. Thank you.

Henry., if you wanted to introduce the
panelists and we’ll get started with the panel right
away .

MODERATOR RIVERA: All right. We’re moving
on to the panel segment of our evening. And we've got
a very distinguished and knowledgeable panel with us.

Panelists, as I told you earlier, you each
will have 5 minutes and I will strictly enforce that.
We have a lot cof folks to hear from tonight. And so
if you would keep yvour remarks to 5 minutes, I would
greatly appreciate it.

We have with us Dr. Frank Wright,
President and CE0O of the National Religious
Broadcasters.

We’'ve got Bruce Owen, Stanford University,

on behalif of CBs, FOX and NBC networks.
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We have Vincent Malcolm, Vice President
and General Manger, KTLA, Tribune Broadcasting.

We’'ve got Paula Madison, President and
General Manager of KNBC, Executive Vice President of
Diversity, NBC Universal.

We have Sydney Levy who is Program
Director of the Media Alliance.

We have Ted Lempert who is President of
Children Now.

We have Jim Joyce who is the Sector Vice
President for NABET and CWA.

We have Julian Do who is the Co-Director
of New America Media.

We have Jorge Delgado who is President and
General Manager of KMEX-TV and KFTR-TV (Univision).

And last but not least we have Dr. Mark
Cooper who 1s the Director of Research for the
Consumer Federation of America.

So welcome all panelists.

And with that, I'd ask Dr. Wright to go
ahead and get started,.

DR. WRIGHT: Well thank you, Mr. Chairman
and members of the Commission. I’'m delighted to be
here. Thank you for this opportunity.

The National Religious Broadcasters is an
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international association of Christian communicators
involved in radio, television, internet and to a small
extent film. Published research shows that over 141
million Americans listen or watch some form of
Christian broadcasting at least once a month and many
of our members have a stake in this issue today.

You know, in America we subscribe to a
unique idea, and that is that the system of government
that governs best is one where the government is
closest to the people. This public hearing is a
robust expression of that principle. And the members
of the NRB commend the Commission for holding it.

It is, of course, difficult and perhaps
even impossible to know what the optimal levels of
media concentration or consolidation in industry
should be. But having carefully reviewed the almost
breathtaking degree of consolidation we’'ve witnessed
in the last ten years, the NRB believes we may have
reached and perhaps even exceeded that limit in our
day.

We believe that responsibly limiting media
ownership is the best public policy stance for three
reasons: First, 1t ensures access to the media,
secondly, it positively impacts programming content,

and and thirdly, it preserves local control.
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Our dramatic increase in media
consolidation has brought with it largely, no doubt,
some unintended conseguences. One significant
consequence for those who are program producers has
been a reduction in access to electronic media that
ultimately stifles both diversity and competition in
the television marketplace. This flows from a very
simple and a very logical principle, and that is when
there are fewer potential outlets for programming and
more programming content made by fewer and fewer
people, there’'s less opportunity for access. This
reduced access invariably leads to less competition
and far legg diversity in the programming that we’d
like to see.

On the subject of content, it’'s no secret
that the content of television programs today are
deteriorating rapidly. Our culture sgeems to be
decaying from the bottom up. Children around the
nation are exposed to a litany of influences that at
best competes for their time and attention and at
worst corrodes their minds, even hardens their souls.
And television, of course, i1s the chief culprit.

Statistics revealing the wvast amount of
time that children spend watching television are

widely known. These high levels of media consumption
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make c¢hildren wvulnerable to programming that is
violent, profane and often morally questionable.

Sadly, some of cur largest media entities
seem committed to pushing the envelop of common sense
with themes of degradation, explicit and excessive
violence, graphic sexual content and abundant
profanity as though that were normal programming fare.
If those media entities continue to grow and gain even
larger media platforms, we can be sure that
programming content will continue to do what Mr. Copps
has sometimes called "having a race to the bottom."”

Furthermore, one ¢f the saddest aspects of
media consolidation has been the discovery that the
media entities that are the most consistent violators
of federal and decency standards are those with the
largest media platforms. Thus, media concentration is
inevitably linked to adverse effects on programming
content.

And thirdly content, of course, is closely
linked to 1local control, the principle of 1local
control. When a local broadcaster sees a program they
don’t like from the network parent, they often times
will preempt that program because it’s unsuitable for
the community in which they serve. To date there are

still some wvery c¢ourageous 1local broadcasters who
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preempt programs that have a high degree of what we
might call a wvulgarity quotient. However, if the
media ownership path continues to rise an important
measure of local community protection will be lost as
these local affiliates will certainly be gobbled up by
their network parents.

In conclusion, while recognizing the
difficulty the Commission faces in determining the
appropriate level of media concentration and certainly
recognizing that that involves a balancing of
interests, the NRB strongly encourages the Commission
to limit media ownership to the levels approved in the
legislation signed by the President January 23, 2004.

And lastly, in the few seconds that I have
left, I would like to make a recommendation to the
Commission. And that 1is that the FCC consider
additional regulations that will render those media
entities that are consistent vioclators of federal
indecency standards to be ineligible to further expand
their media ownership limits beyond the current
levels. This step would send a clear and much needed
message to programmers and broadcasters who seem to
consider their public interest obligation as a mere
inconvenience rather than a public duty.

Thank you very much.
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MODERATOR RIVERA: Thank you, Dr. Wright.

(Applause) .

MODERATOR RIVERA: Mr. Owen?

DR. OWEN: My name is Bruce Owen. And I
teach economics at Stanford University, where I'm also
Director of the Public Policy Program. I'm here
today, however, at the request of the three broadcast
networks, CBS, NBC and FOX to offer an analytical
perspective on some of the program ownership and
localism 1issues that have been aired at these
hearings.

Dante imagines that over the entrance to
the path to hell appeared the warning words "All hope
abandoned ye who enter here."

When we entered into discussions of
program ownership, it seems that there should be
additional warnings: All logic abandoned ye who enter
here. If this discussion were about public policy
towards ownership of, say, bakeries the debate would
be much more reasoned. Our society has widely
accepted policy tools both analytical and legal to
deal with problems of economic concentration. Those
tools work equally well for bakeries and for TV
networks.

In a nutgshell, we ask whether consumers
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have sufficient alternatives so that sellers cannot
behalf anti-competitively. This is a fact issue, it’s
not a matter of emotion or doctrine. And the fact is
that maybe a competition today is far more intense
than at anytime in history.

Neither commercial broadcasters nor
content suppliers are charitable organizations. To
survive in the competitive market mass media, just
like bakers, have to offer content that consumers want
or else they will go out of business. One necessary
element for success is finding the best ingredients at
affordable prices or, if necessary, supplying one’s
own ingredients,

Making rather than buying inputs is what
economists call vertical integration. Nothing could be
more common place than to observe manufacturers buying
some 1inputs from suppliers while producing other
inputs for themselves. Such decisions are based on
economic trade-offs, what business people call make or
buy decisions.

Ultimately these decisions are driven by
competitive market pressures to minimize the cost of
producing a given amount and quality of output.

Broadcast networks and cable networks and

newspapers and other media produce some of their own
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content and buy other content from suppliers. When
they buy from suppliers they negotiate supply
contracts that specify terms and conditions. If the
supplier demands too high a price, the buyer can,
indeed must, turn to other sources or to its own
internal production facilities.

I've never been able to understand while
lies this prosaic fact of commercial life generates
such hysteria among suppliers of network video
content. But whatever the reason, there is no rational
basis for regulatory intervention.

More than a decade ago the FCC abolished
many of the regulations that are now being considered
again. At the time the rules were abolished there
were merely dozens rather than today’s hundreds of
video channels available to the public. The rules
were abolished when broadband to the home hardly
existed. Internet penetration was in the single
digits. It was long before YouTube and Google video
were dreamt of. Video iPods did not even exist as
recently as the time when these rules were being
considered just two years ago.

How could such rules make sense today when
there are so0o many more competiters for consumer

attention and video content to f£fill their need for

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10¢

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23

video feed? As the Federal Elections Commission
recently put 1it, the internet’s near infinite
capacity, diversity and low cost of publication and
access has democratized the mass distribution of
information, especially in the political context. The
result is the most accessible marketplace of ideas in
history.

The second issue I was going to address in
the time available was a recent FCC study on localism
in TV news. I‘ll pass over it in quick summary by
saying the study is deeply flawed and unreliable as a
basis for policy.

MODERATOR RIVERA: Thank you Dr. Owen.

(Applause) .

MODERATOR RIVERA: I’'d like to remind the
audience that this is not a football game and that we
all have to be ladies and gentlemen and let the peocple
please speak. All points of wviews must be heard
tonight and you will have an opportunity to be heard
as well.

Thank you.

Our next speaker is Mr. Malcolm.

MR. MALCOLM: Good evening. I am Vinnie
Malcolm, Vice President and General Manager of KTLA,

Channel 5, owned by Tribune Company. Tribune also
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owns the Los Angeles Times. Although I understand
that the Federal Communications Commission is
reviewing several broadcast ownership rules, the only
one of concern to us is the newspaper/broadcast cross
ownership ban, particularly as it applies to large
markets.

1’'ve been in the broadcasting advertising
business for over 25 years, over 19 in Los Angeles and
the last 13 at KLTA. I've worked in both radio and TV
for companies such as Disney, GNET, NBC as well as a
minority owned radio group in New York City. Los
Angeles 1is the most competitive marketplace in the
world.

I hope that my everyday experience
managing KTLA helps you gain appreciation of the
competitive pressures we face in our ongoing attempt
to keep this free to the public broadcast station
competitive against pay TV services, namely cable,
satellite as well as new competition from the internet
and other electronic information and entertainment
sources.

I understand that media ownership
concentration is of great concern to many here. Yet,
concentration in broadcasting pales in comparison to

concentration in pay television, including both cable
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and satellite system operators and their programming
networks,

Witness how ownership of both Adelphia and
Comcast cable systems in Los Angeles were recently
acquire by Time Warner giving Time Warner control of
70 percent of the market’s cable subscribers. That
economic domination paired with the inherent ability
to pass costs through directly to subscribers had led
to the migration of sports, including Monday Night
Football from free TV.

In your deliberations perhaps you should
factor in how the exponential growth of Pay TV has
triggered the loss of programming from free TV and
that a periodic loosening of broadcast ownership
restrictions will increase the ability of the only
free to the public TV service to remain free. Just a
thought.

KTLA is the market’'s very first television
gstation west of the Mississippi River. That means
that we have lived through and competed with every
change, innovation and fad, style, you name it. We
pioneered local independent television, meaning in Los
Angeles our principal competitors is our network owned
stations owned by the likes of GE, CBS, Disney and

News Corp. Formidable competition, indeed.
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