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Beforethe
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter o )
)

2010 Quadrennial Review -- Review of the ) MB Docket No. 09-182
Commission's Broadcast Ownership Rules and

Other Rules Adopted Pursuant to Section 2()

the Communications Act of 1996

MB Docket No. 07-294

N N N

Promoting Diversity of Ownership In the
Broadcasting Servic

COMMENTSOF MORRISCOMMUNICATIONS COMPANY,LLC

Morris Communications Company, LLC (“Morris”) hegebubmits these comments in
response to the Public Notioeleased on June 7, 2013, in the above-captiorededings.
The Public Notice seeks comment on a study thakiherity Media and Telecommunications
Council ("MMTC”) commissioned and submitted inteethecord, entitledhe Impact of Cross
Media Ownership on Minority/Women Owned Broadctati®hs(the ‘MMTC Stud3).? As
detailed below, th&AMTC Studyprovides additional real world evidence confirmthgt cross-
ownership of daily newspapers and broadcast statioes not have a material adverse effect on
minority or female ownership of broadcast statio@®nsidered in conjunction with the
overwhelming evidence already in the record esthlig the potential public interest benefits of
cross-ownership and the dramatic and ever-incrgasimpetitive challenges facing the

newspaper industry as well as television and radhadcasting, thIMTC Studyprovides

! See Commission Seeks Comment on Broadcast OwnBegtipt Public Notice, DA 12-1946
(MB, rel. Dec. 3, 2012) (“Public Notice”).

2 See The Impact of Cross Media Ownership on Mingiomen Owned Broadcast Statipns
Mark R. Fratrik, Ph.D., Vice President/Chief EconsiyBIA/Kelsey (May 30, 2013), attached
to Ex ParteLetter from David Honig, MMTC, to Marlene H. DohtcMB Docket Nos. 09-182,
07-294 (May 30, 2013).
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further compelling support for abandoning the Cossmwain’s long-outdated restrictions on
common ownership of newspapers and broadcastrstatio

l. INTRODUCTION AND SUMMARY

Morris is one of the country’s strongest mid-sizedyately held media companies, with
diversified holdings including two newspaper/radanbinations operated pursuant to
temporary waivers of the newspaper/broadcast @asership rule (‘“NBCO Rule’y. As
explained in Morris’ earlier filings, the recordtinis proceeding strongly supports repeal of the
NBCO Rule in its entirety and, at the very leaBimimation of the restriction on
newspaperadio cross-ownership (the “NRCO Rule”)Morris’ earlier filings also demonstrate
that its combinations reflect a longstanding jolistia heritage and commitment to serving the
news and informational needs of its local commesiaind thus provide real-world evidence of
the public interest benefits that flow from comnawnership of radio stations and newspapers.
Morris also has previously shown that eliminatidnhe NRCO rule will have no negative

impact on minority or female broadcast station awhip levels, and that the FCC can better

3 Specifically, Morris operates co-located radio/spaper combinations in Topeka, Kansas and
Amarillo, Texas. SeeComments of Morris Communications Company, LLC, BM8cket Nos.
09-182, 07-294, , at 1-2 (filed Mar. 5, 2012)M¢rris NPRM Comments

* See generallid. Morris has long advocated complete repeal oftitee newspaper/broadcast
cross-ownership rule, including both its televisand radio componentSee, e.gid.;

Comments of Morris Communications Company, LLC, M&cket No. 09-182 (filed July 12,
2010); Comments of Morris Communications Comparhy; LMB Docket No. 06-121 (filed

Oct. 23, 2006); Comments of Morris Communicatiomsgoration, MB Docket No. 02-277
(filed Jan. 2, 2003); Comments of Morris Communarag Corporation, MM Docket No. 01-235
(filed Dec. 3, 2001). For purposes of this filirgd without waiving any arguments it has
previously presented, Morris will focus on the npeyser/radio component of the cross-
ownership ban because it is the most pertiners touirrent business activities.
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address ownership diversity issues by implemerdertain specifically targeted proposals that
have long been pending before the Commission.

As discussed below, thdMTC Studyconfirms that cross-ownership of broadcast
stations and newspapers does not have a mateviaseadmpact on minority or female broadcast
ownership and thus clearly bolsters the case fargidation. Morris also discusses in these
comments another recent study, conducted by theR@m&arch Center’s Project for Excellence
in Journalism® which provides additional support for repeal af MBCO Rule or, at the very
least, its newspaper/radio component. Phe Studydds to the already overwhelming
evidence in this proceeding that the newspapersinglis struggling to compete with an ever-
increasing number of competitors in the local neassystem, and that the radio industry
likewise faces dramatic challenges from an expandmay of new audio programming sources.
Taken together, thRIMTC Studyconfirms that the Commission cannot justify a dexi to
retain cross-ownership restrictions based on génedaconcerns about minority or female
broadcast ownership, and the concurfmi State of the News Media Stpdgvides additional
compelling support for repeal. The end resulhis proceeding should be elimination of the

NBCO Rule in its entirety or, at a minimum, repegithe NRCO Rule.

®> SeeReply Comments of Morris Communications ComparyC.MB Docket Nos. 09-182,
07-294 (filed Jan. 4, 2013)Ntorris Minority/Female Ownership Report Reply Comisg.

® SeePew Research Center’s Project for Excellence imnidism,The State of the News Media
2013: An Annual report on American Journaligktar. 18, 2013)available at
http://stateofthemedia.or@last visited May 1, 2013) Pew State of the News Media Stualy
“Pew Studg).

13611287.6



1. THE MMTC STUDY CONFIRMSTHAT NEWSPAPER/BROADCAST CROSS
OWNERSHIP DOESNOT HAVE A MATERIAL ADVERSE IMPACT ON
MINORITY OR FEMALE OWNERSHIP.

As Morris and others have explained before, althangnority and female ownership of
broadcast stations remains disproportionately tbere is no reliable evidence that
newspaper/broadcast cross-ownership is resporfsibileis situation. TheMMTC Study
confirms that cross-ownership of newspapers anddwast stations does not appreciably impact
minority or female ownership, and that cross-ownigrgherefore is “not sufficiently noticeable
to station operators” so as “to be a material figstion for tightening or retaining the [NBCO]
rule[].”® This conclusion was based on survey responsgseistions that were designed to
identify whether the existence of a cross-medialmoation disparately impacts women or
minorities in terms of competition or the provisiohnews and information.

With respect to competition, the majority of thegendents, including both
minority/female broadcasters and all others, idieatisource®ther thanlocal cross-media
operations as their most significant direct contpes’ And when asked open-ended questions
about the factors and challenges they face imggedldvertising, not one mentioned the presence

of a cross-media combinatidf.Instead, they pointed to competition from otherdolcast

’ See, e.gMorris Minority/Female Ownership Report Reply Comiseat 2-4 (citing others).
8 MMTC Studyat 10-11.

°1d. at 5-6. The only exceptions were three resposderd single market that all identified the
same cross-media operation. One of these resptanas a minority or women-owned station
and two were notld. at 6 & n.6. Because the responses were the sagaediess of the race or
gender of the respondent, this set of answers gesuio evidence that the presence of a cross-
media combination disproportionately impacts woraeminorities. Instead, this set of
responses suggests, at most, that the cross-owopeérfies happened to be strong competitors
in the particular market at issue, and certaintythat ownership of a co-located newspaper was
somehow a “game changer” in the market.

101d. at 6-7.
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stations and other media, as well as external fastach as the generally slow state of the
economy'* Similarly, the responses to questions about eimgspurces of competition
evidenced a general “lack of concern about thesenosdia operation as an emerging
competitor,” with only one respondent—a non-mingrion-female broadcaster—even
mentioning a cross-owned combination, and mostriafgto online or digital medi&

The responses to questions regarding the challehgebroadcasters might face in
providing news and information followed a similegrid, with not a single respondent
mentioning the cross-media operatidnAnd, when asked which competitors provide news an
information, only two respondents noted the crossex combination, and neither of those
respondents was a minority or female broadcaster.

In the end, there was “simpho differencean the responses from the minority and/or
women owned stations and . . . otherfS].The study’s author was, moreover, “struck by the
lack of any large concern by almost all of the cesfents to the[] cross-media operatiotfs.”
TheMMTC Studytherefore confirms that potential new entrants exidting broadcast

competitors, regardless of their race or genderchallenged by the same “general business

11d. at 6-7.
21d. at 7.
131d. at 8.

1d. at 9. Itis not surprising that a broadcast statross-owned with a newspaper would
provide news and information. Indeed, as is tis® e@th Morris’ operations, cross-media
combinations often provide significant local newse&rage.

151d. at 5-6.

161d. at 9.
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concerns that all radio and television stationshawll markets,” andot by the presence of
newspaper/broadcast combinatidhs.

Opponents of relaxation have already begun critigitheMMTC Study contending,
among other things, that its sample size was talsthat it inadequately explained the
demographic makeup of the study participants andetsinvolved, and that it failed to analyze
newspaper/television cross-ownership separatety frewspaper/radio cross-ownersHip.
However, these pro-regulatory parties have theresatever offered a shred of actual evidence
that maintenance of the rule is necessary to fughgpublic interest goal. While they criticize
the MMTC Studyfor providing “at best . . . some interesting andal information,” their own
contention that consolidation exacerbates the drarfaced by women and minorities is
conclusory in the extrem@. As such, it cannot possibly form the basis ftaveful
determination by the Commission that the NBCO Rwuliés current form remains “necessary in
the public interest” as required by Section 202ftthe Telecommunications Act of 198%.

Nor is there any reliable evidence to suggestrérabving the artificial restrictions on
efficient business structures imposed by the NBQ® Rill harm ownership diversity. To the
contrary, all indications are that allowing addii@b flexibility would enhance the ability of all
entities—whether owned by minorities, women, oreotfise—to compete for broadcast viewers
and listeners. Indeed, as former FCC Chairman Rieedit recently noted, although “[i]t is

important that minority views . . . have the chatwee heard,” there is “no way for the FCC to

171d. at 9-10.

18 Seeletter from Matt Wood, Free Press, to Marlene drtBh, MB Docket Nos. 09-182, 07-
294 (June 26, 2013).

9d. at 3.
20 pub. L. No. 104-104, 110 Stat. 56 (1996).

-6-
13611287.6



accomplish this laudable goal by controlling wha cavn a newspapef Rather than clinging

to the unsupported notion that retaining the NBQfeRnight somehow improve the picture for
minorities and women in broadcasting, the Commisstwould directly address the disparities
that exist in broadcast station ownership by aatndong-pending, targeted initiatives that are
specifically designed to improve ownership divegréft Indeed, it is long past time to reject the
hyperbolic and alarmist claims of self-appointedlpuinterest advocates, fully acknowledge the
transformative changes in the information markeplhat have occurred over the past four
decades, and end the regulatory paralysis thdefias place rules designed to address the
media world of a bygone era.

(1. THE PEW STUDY CONFIRMSTHAT, AT THE VERY LEAST, THE

NEWSPAPER/RADIO CROSS-OWNERSHIP RESTRICTION SHOULD BE
REPEALED.

The record already developed in the Quadrennialé®eproceeding also demonstrates
beyond any possible question that the newspapasindis struggling to compete with an ever-
increasing number of competitors in the local neassystem. The radio industry likewise faces
dramatic challenges from an expanding array of ae#io programming sources. TRew
State of the News Media Stuthynfirms and provides additional compelling docatagon of

these trends.

1 Reed HundtThe FCC Should Repeal its Newspaper-Broadcast GshifeRule WASH. PosT,
June 6, 2013, Opinionayailable athttp://articles.washingtonpost.com/2013-06-
06/0pinions/39789368 1 fcc-rule-reed-hundt-sociam(*“Hundt Op-Ed”).

%2 Morris Minority/Female Ownership Reply Commerats5-6. Although the Supreme Court’s
recent decision ifisher v. Texasnakes clear that strict scrutiny would apply tgy earce-
conscious policies, many of the proposals currdmelfpre the Commission are race-neutral and
would not trigger that heightened standard of dariginal review. SeePatric Taylor Fisher
Decision Opens Door for FCC to Act AffirmativelyGonsidering Diversity Proposals
http://broadbandandsocialjustice.org/2013/07/fisteszision-opens-door-for-fcc-to-act-
affirmatively-in-considering-diversity-proposalgiuly 1, 2013).
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With respect to the condition of newspapers,Rber Studwddresses a number of
developments that present serious concerns forpages publishers and the American public
alike and therefore must inform the Commissiontoas in this proceeding. Chief among these
are the continuing cutbacks in newsroom staff that the industry down 30% since its peak in
2000 and below 40,000 full-time professional empkes/for the first time since 1978 "The
Pew Studypuggests that these cutbacks have not just resnlteder reporters working harder
to cover the same amount of news, but that theg héo caused decreases in the total amount
of news covered by papets.And overall readership has continued to declivith the
percentage of adults saying they read a newspgpsterday” dropping again in 2012 for all age
groups except for 18-to-24 year ofdsAs more readers turn elsewhere to get their regwls
information, newspaper subscription and advertisawgnues will only decline further, forcing
publishers to consider even more cutbacks. Thisisay the least, a troubling pattern of events
in an industry that is already struggling.

In their efforts to adapt to the new digital erayspapers have started to put more and
more content online, hoping to gain back lost ressthrough digital advertising and
subscriptions. But thBew State of the News Media Stadyes that, notwithstanding these
efforts, revenues continue to decline, “with priewenue dipping below $20 billion” in 20£2.

This is the sixth consecutive year in which newsgpajave experienced revenue losses, and the

23 pew State of the News Media Studyroduction, at 1see id Newspapers: Stabilizing, but
Still Threatened, at 32.

241d., Introduction, at 2see id.at 12.
%5 d., Newspapers: Stabilizing, but Still Threatened3at

26 1d., Introduction, at 9.
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2012 loss alone was substantial, at approximately Billion, or 7.3%" The decrease in
revenues in 2012 reflected significant declinegrint advertising revenues across various
categories, including a 10% loss in national adsiexd, a 6.5% loss in retail advertising, and a
loss of more than 15% in real estate classiffédEhePew Studyound that currently, “[p]rint
advertising revenue is just 45% of what it was®&?° ThePew Studlso calls into question
how much newspapers can expect to rely on digitadising revenue to offset declining
earnings from print, finding that “digital ad rewen[is] growing at an anemic 3% a year in the
newspaper industry*® As the number of options for advertising on thietnet continues to
expand, the prices that newspapers can chargegitalcds necessarily decline, compounding
the problems that the newspaper industry facesisrarea’”

The advertising revenue drop-offs experienced hyspapers have made digital
subscriptions “an increasingly vital component oy aew business model for journalism—
though, in most cases,” tikew Studyinds, “they fall far short of actually replacinige revenue
lost in advertising* Moreover, investing fully in digital distributioiechnology is expensive.
Indeed, thé?ew Studyndicates that producing apps enabling usersew ¢ontent on mobile
devices ranges from $100,000 for a “top-of-the-lid@d app,” to $35,000 for a “modest one,”

with these costs not even taking into account élcethat to make content truly available to

2"1d., Newspapers: Stabilizing, but Still Threatened,.at

8 |d. at 13, 22-23. Further, since 2000, real estassified advertising revenue has declined by
more than 80%]d.

21d. at 21.
%0d., Introduction, at 4id., Newspapers: Stabilizing, but Still Threatened.at
¥ 3eeid.

321d., Introduction, at 4.
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everyone, everywhere, newspaper publishers wowld ttamake similar investments in apps for
Android devices and other Apple competitdtsat the same time, thHeew Studyinds that

“there is a measure of hope in the industry,” patérly for publishers like Morris itself, which
“has a new generation of family leadership andutsipg digital transformation foremost in its
strategy.®* As the newspaper industry struggles to adapteetrthe shifting preferences of
consumers, the FCC should “welcome the support’dtess-ownership can offét.

Radio stations similarly are facing intense and-éwvereasing competition for audiences
and advertisers. Although the radio industry stlagleove-water in 2012, tligew State of the
News Media Studiynds that this was possible only due to radio’sdty reliance on election
spending.®® Radio revenues grew a modest 1% last year, en“ehat small gain is deceiving”
because “the $124 million in election ad spendifiged declines in other sectors, but won'’t be
around to do so in 2013* ThePew Studyinds that “advertising spending from regular radio
sectors like [the] communications, financial seegicinsurance and restaurant industries fell by
6% to 13% by late 2012* Moreover, radio stations, like newspapers, ciilyearn the
smallest percentage of their revenues from digitizertising®® On the other hand, online-only

and satellite radio providers had better yeardit?2xhan in the past, and have earned more

3 |d., Newspapers: Stabilizing but Still Threatened.at
%1d. at 17.
% Hundt Op-Ed.

3% pew State of the News Media Studyroduction, at 9see id, Radio: Digital Drives Listener
Experience, at 1, 9, 27.

371d., Introduction, at 10see id, Radio: Digital Drives Listener Experience, aB127.
3 |d., Radio: Digital Drives Listener Experience, at 9.
%91d., Introduction, at 10.
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positive long-term forecasts from analysts, in p&tause they are not so dependent on political
spending’® And some new digital entrants, such as Pandaxa Bven begun to establish local
advertising sales teams to try to compete diregilly over-the-air radio stations for local ad
revenue$!

Radio stations have continued to lose listeners gale moving to provide online
streams of their programming to satisfy their andes growing appetite for digital. Indeed, the
Pew Studyinds that “online-only options are drawing in@gter portion of the audience,” with
online-only listening growing to 57% (from 48% i0@6) and AM/FM streaming declining to
40% (from 46% in 2006) as of 2044.As reported in th®ew Study39% of Americans now
listen to online audio monthly, and 29% listenestst once a weéR. Pandora, which was “on
the brink of shuttering its doors in 2008,” incredsts listenership to 150 million registered
users in 2012, an addition of 100 million userfist one yeaf® Spotify, another online-only
listening platform, has also recently entered th®. Wharket and is experiencing increasing
listenershig!® According to théew State of the News Media Stutigse and other online-only
audio platforms pose “[o]ne of the biggest threatdM/FM” radio.*® Indeed, “[d]rive-time—

once the premier domain of terrestrial radio—isdmeinig overtaken by mobile devices,” with

“0|d., Radio: Digital Drives Listener Experience, afl0,
*1d. at 10.

*21d. at 5.

#1d. at 23.

“41d. at 10, 28. Pandora reports 59.9 million “actiusérs i e., those listening at least
monthly), up from 30 million in January 201id.

41d. at 10-11.
461d. at 23.
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the number of cell phone owners saying that thesast content in their cars tripling over the
last three year¥. Satellite radio also continues to experienceifiggmt audience growth. The
Pew Studyndicates that Sirius/XM “attracted 2 million newtscribers in 2012 to reach 23.9
million, an increase of 9%, its biggest yearly gtiowver.*®

At the same time, broadcast radio is being cited tdten as an important source of local
news. Indeed, theew State of the News Media Stiidgs that “in the broader array of audio
platforms news is becoming a smaller piece of iee¢'f§ Although in 1990 more than half of
study respondents said they had listened to ragisiyesterday,” the percentage declined to
only one-third in 2012° Another recent survey conducted by Gallup corsithat radio is cited
less and less as a main source of news, with dlplrespondents saying they get most of their
news from radic® Further, a mere 9% of respondents to the Galtlipsplected newspapers as
their main source of news, while 55% cited telerisiand 21% cited the Intermét.The number
of all-news stations has remained small, at 37ostsias of the end of 20£1. These findings

further undermine any basis for concern that comownership of newspapers and radio

“7|d., Introduction, at 13.

“8|d., Radio: Digital Drives Listener Experience, at.5-6

“91d., Introduction, at 7see id, Radio: Digital Drives Listener Experience, at 1.
*01d., Introduction, at 7see id, Radio: Digital Drives Listener Experience, ap2,
1 Gallup, TV Is Americas’ Main Source of Newsily 8, 2013,

glzttp://www.qalIu|o.com/polI/163412/americans-maimsxe-news.asp((‘Gallup News Study
Id.

>3 See Pew State of the News Media Stlrdgoduction, at 13id., Radio: Digital Drives Listener
Experience, at 3. Only 25 of these 37 station®lalarge enough audience to be measured by
Arbitron, and those 25 stations can be heard ig ®8lU.S. marketsSeeid., Radio: Digital

Drives Listener Experience, at 3. Their totaldistrship is just 1.5% of Americans 12 and older.
Id.
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stations might harm diversity or localism. Ratlieey show that it is now more important than
ever to permit newspaper publishers to commit loeimalistic resources to enhancing and
increasing the local news services provided byorathtions.

ThePew StudyndGallup News Studglso confirm, as Morris and others have shown
before, that traditional media, including newspapaerd radio stations, are but one part of an
already large and ever-increasing number of sodroaswhich Americans get news. Taking
the 2012 election as one example,Plesv Studyinds that “newsmakers and others with
information they want to put into the public ardrave become more adept at using digital
technology and social media on their own, withaut filter by the traditional medig* Indeed,
as former FCC Chairman Reed Hundt noted in argiangepeal of the rule, “the rule is
perverse” in part because “the Internet makes plehinformation available to all” and thus
places real competitive pressures on newspapdrslight of these and the other competitive
pressures facing newspapers and broadcast stateys;an hardly be viewed as unique in their
ability to influence the news consumption habité\afericans, let alone the viewpoints of the
public.

In sum, the record in this proceeding was alreagete with evidence of the daunting
and ever-increasing competitive pressures faciaghéwspaper and radio industries and the fact
that radio is now generally viewed as a less dontisaurce of local news than it may have been
in the past. Th@ew State of the News Media Stpdgvides still further confirmation that these
trends are real and that they are continuing. icegatly when combined with the evidence that

cross-owned radio stations—including those ownetMbyris—provide broader and deeper

> 1d., Introduction, at 1.

> Hundt Op-Edsee alsd3allup News Studflisting various sources from which Americans get
news).
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local news and informational coverage, the rectedrty demonstrates that the time for repeal of
the NRCO Rule is now.

Indeed, Morris’ cross-owned stations have multgibdf members devoted fully to
covering local stories and issues, and are inrdspect unique among many radio stations today
that do not have even a single reporter on sftfiis commitment to local journalism translates
into more and better news coverage for local régieners and increased engagement by
stations in their local markets, and shows howahg newspaper publishers to own radio
stations can benefit communities and improve tagesif journalism. At a time when the
newspaper and radio industries are struggling topste with a rapidly growing array of
multimedia competitors, with some observers eveadasting the death of printed dailies, repeal
of the NRCO Rule is necessary to level the playielg for publishers and radio broadcasters by
permitting combinations that make sense for todhsteners and readers. These two forms of
media should no longer be hampered in their aldititgnter into cooperative business
arrangements that, on the whole, will improve axgb@d their ability to continue their long

tradition of providing local news and informatianthe communities that they serve.
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V. CONCLUSION

For reasons set forth above and in its previouggilin this proceeding, Morris urges the
Commission to move forward promptly to repeal tH&ID Rule or, at a minimum, to eliminate
the NRCO Rule. In this and other appropriate pedoggs, the FCC should also evaluate and
adopt specifically targeted proposals designedstef broadcast station ownership by minorities

and women.
Respectfully submitted,

By: /s/ Richard E. Wiley
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