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SPECIAL PRE-NATPE ISSUE

After almost three months
of being locked out of their
jobs, ABC’s NABET workers
will return to work today
(Jan. 18). The union signed a
return to work agreement Fri-
day, Jan.15, under which it
agreed to no more surprise
strikes until a new overall
agreement is ratified by the
union membership. Once the
new master agreement is
signed, the union agrees to
not strike at all. ABC ‘s final
contract offer was submitted
to the union Dec. 11 and the
union has now pledged to put
it up to a ratification vote in
two weeks. The union signed
the agreement after the net-
work made two concessions,
including allowing the cases of
a handful of workers fired dur-
ing the lockout to be reviewed
under arbitration. If the union
ratifies the overall agreement,
the network will gain most of
what it has sought over almost
two-year period since the last
contract expired. One of the
network’s main objectives is to
boost the percentage of daily
hires to about 35%, which it
will achieve over the course of
the new contract. The network
also retains jurisdiction over
digital equipment. A union
spokesman said NABET
signed the return-to-work
agreement because it was in
the best interests of the mem-
bership to do so

The Radio-Television News
Directors Association
joined other media groups
in asking Congress to open
up the full impeachment
hearings to the live TV and
radio coverage. "[T]he deci-
sion to keep all proceedings
open serves not only the pub-
lic but also the best interests
of the Senate," RTNDA Presi-
dent Barbara Cochran wrote
Senate Majority L.eader Trent
Lott (R-Miss.). "It would be
extremely unfortunate if, at the
final outcome, the public has
not had access to the full
debate in order to judge
whether the final verdict is fair
or not."

For more “In Briefs,”
see pages 8 and 10

Do | hear S1 million?

Sinclair riles syndicators with planned auction of broadcast time

By Joe Schlosser

ave the rules to the syndica-
tion game changed?

That’s the question many
TV programmers and station
executives were asking last week after
the Sinclair TV station group sent a
letter to 20 Hollywood studios invit-
ing them to bid on packages of week-
end air time on their stations.

In the letter from Sinclair’s 1op pro-
grammer, Bil! Butler, the nation’s 10th-
largest station group asked for starting
bids of just less than $1 million on two
packages of weekend time slots on 34 sta-
tions and one package on 32 statiors. The
stations range from Wi1TA-Tv Tampa, Fla,,
tie nation’s 14th-largest market, to WMMP-
Tv Charleston, S.C., market number 120.

The Sinclair offer comes at a time
when weekend time periods for expen-
sive first-run action series like StarGate
SG-1 and off-network hours like 7/e X-
Files are in short supply. As a result,
many studios have held back on
planned production of hour-long shows.

Typically, stations pay program-
mers {o air their programming or the
stations and programmers agree to
split advertising time. But program-
mers paying stations is nothing new.
Stations in top markets like New York
and Los Angeles often ask for and
receive cash to deliver programs to
their large audiences. Still, the Sin-
clair proposal did not sit well with
most syndication executives.

“It’s completely arrogant and obnox-
ious,” said one top executive, who point-
ed out that Sinclair wants a minimum of
six minutes in each hour for advertising.
“How are syndicators going to make any
money? [f this is what it’s going to take
in these size markets to get cleared, it’s
going to inhibit any kind of first-run
development in the future.”

“This is the most disgusting letter |
have ever read,” said another irate
syndication executive. “It is pure
pompousness on their part.”

Many of the top syndicatars are divi-
sions of major studios. Some of them
threatened to pull movie advertising
from Sinclair if it sticks to its demands.

“Collectively we spend tens of mil-
lions of dollars on their TV siations,”

said one executive.

“If we all got together or even indi-
vidually and said, ‘You know, they are
not good business partners and we can
find other places to spend our money,’
that million dollars they are asking for
weekend slots wouid go away in a
hurry, I promise you.” another execu-
tive said. “We spend a fortune on
advertising with their stations.
They’re playing with fire because
there is a lot of |expletive] that could

quickly turn against them.”

Others charged that Sinclair is sit-
ting on a monopoly because it is run-
ning two stations in 17 of its 36 mar-
kets through local marketing agree-
ments (1. MAs) and trying to take
advantage of that leverage through
actions like last week’s letter.

According to BROADCASTING &
CABLE, Baltimere-based Sinclair’s 56
stations collectively cover 23.8% of

Continues on page 140

Draft bill would raise
caps, lower FCC profile

Network-friendly proposal would raise national TV
ownership cap from 35% to 50% coverage

by Paige Albiniak

roadcast networks would be

able to own many more TV

stations and the FCC would

have less power over broad-
casters if a draft bill being floated by
Senate Commerce Committee Chair-
man John McCain becomes law.

The draft bill is meant to act as a
“sweetener” for broadcasters to ease pas-
sage of a proposal that would allow satel-
lite TV companies to cairy local broad-
cast signals, said Commerce Committee
staffer Pete Belvin. Last vear, in an effort
to introduce competition to cable and
reduce rates McCain (R-Ariz.) tried to
pass such legislation. But McCain could
not get broadcasters and satellite TV
comparies to agree on terms.

One provision of the draft bill
would raise the TV ownership cap to
30% from 35% of the national view-
ing audience—a policy change for
which networks are fighting hard. But
network affiliates are not supporting
that effort, which will make it difficult
for Congress to pass the measure.

The draft bill also would limit the
FCC’s authority over broadcasters by
requiring the votes of four out of five
FCC commissioners, or a “‘supermajori-
ty,” to approve new broadcast regula-

McCain’s measure would make it
tougher for FCC to impose new
broadcast regulations.

tion. It would repeal the FCC’s ability to
approve mass media mergers and give
that authority wholly to the Justice
Department. It also would take away the
FCC's jurisdiction over equal employ-
ment opportunity rules for broadcasters
and give it to the Equal Employment
Opportunity Commission.

Broadcast lobbyists say Congress is
unlikely to agree to such drastic limi-
tations of the FCC’s regulatory scope,
although many Congressional leaders
are clearly unhappy with the agency.
Lobbyists say the draft bill's FCC
provisions are specitically intended to
send a *“‘serious message” to the com-
mission that it is not implementing the

Continues on page 141
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By John M. Higgins

T&T Corp. chair-

man Michael!
Armstrong nee-
dled America

Online Corp. chairman
Steve Case over his push for
Internet “unbundling” that
1s snagging the long-dis-
tance carrier’s takeover of
Tele-Communications Inc.,
saying that if AOL spent
less time lobbying regula-
tors the companies could
work out some sort of a content deal.
Armstrong’s comments came as
AT&T and TCI executives took to the
road to pitch the merger, which must
be voted on by shareholders of both

Armstrong is open to
‘commercial transaction.’

BroadcastingeCatle
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Armstrong gets on AQOL’s Case

AT&T chief says online services unbundling campaign undermines possible content deal

companies next month.
Their first stop was a
wave of appearances at
Salomon Smith Bar-
ney’s annual media
investment conference
in Scottsdale, Ariz.,
where 1,400 money
manager and analysts
for large institutional
investors gathered for
briefings by a host of
media companies.
Wall Street execu-
tives attending the
Salomon conference said Armstrong
encouraged AOL executives to come
back to the table. “Armstong said that if
they weren’t so busy trying to worry
about unbundling, he would sit down

and talk to these guys
about working out a con-
tent deal,” said one execu-
tive. AT&T later character-
ized Armstrong as posi-
tioning himself as open to
“a commercial transac-
tion”. But another partici-

pant in the meeting
described the AT&T chief
as “annoyed”.

Armstrong and TCI
chairman John Malone
have wamned that they will
scrap the merger if AOL’s
unbundling campaign succeeds. Case
and other online service providers are
trying to prod government regulators to
force AT&T and TCI to open up access
to the high-speed data lines TCI’s cable

Malone says AOL is
jeopardizing merger.

systems are establish-
ing in a number of mar-
kets, mostly in the west-
e U.S. TCI is current-
ly offering high-speed
Internet service
@Home, which
includes both transport
of traffic from the Web
to subscribers’s home
PCs and its own special
content. Case, who is
watching new @lHome
customers quickly drop
their old AOL accounts,
wants to be able to offer AOL-branded
high-speed service over that data net-
work, separating @Home’s data trans-
port from its weather, news, shopping
and other product. ]

Broadcasters who had already lost
a good deal of the NBA season tried
to keep their game faces despite
the retirement of the game's—and
probably all of sports'—biggest
draw, Michael Jordan.

NBC, which combined with Turn-
er Sports to pay $2.64 billion over
four years for the NBA, said it had
already scheduled around Jordan's
retirement. In 11 Bulls appearances
scheduled for the 1998-99 season,
nine of them are accompanied by
' regional telecasts, said Ed Markey,
VP of sports press for NBC. "We
did it under the assumption that
Jordan might not be back, and
[Bulis players Dennis] Rodman and
[Scottie] Pippen might not either.”

The network is hopeful that other
teams will emerge in the presumed
vacuum left by Jordan and the like-
ly disbanded Bulls—who have won
six of the last eight NBA titles. "In
the 1989-1990 season, there were
those who said we overpaid, that
the NBA had peaked because
[Boston Celtics Star and future Ina-
iana Pacers coach Larry] Bird and
[Los Angeles Lakers star and future

Broadcasters bullish on NBA
despite Jordan’s retirement

talk show host] Magic [Johnson}
had peaked, and there was nobody
to take their place. And, of course,
Jordan stepped right in," he said.

While some advertisers had
sought relief during the lockout,
and spent their money with CBS
on the NFL, NBC says it expects
its NBA advertising sales to hold
firm and remain strong for Jordan-
less basketball, despite some ad
pundits predictions to the contrary
in various sports sections.

"We're in a four-year commit-
ment," Markey said. "A lot of our
advertising deals are multi-year
deals. If you are an advertiser try-
ing to reach young men during the
second quarter of the year, nothing
will draw young men on a nightly
basis like the NBA. Given the kind
of audience we can deliver, we
expect sales to be pretty strong.”

Similarly, on a local level, wGN-
Tv Chicago GM Peter Walker was
optimistic about a Jordanless sea-
son. “But bear in mind, I'm a sales-
man. Michael has been great for
the game, great for the Bulls and
great for us.” —Dan Trigoboff

Exceptional issues

To accommodate the heavy volume of programming news and adver-
tising that is generated around the time of the NATPE convention,
BROADCASTING & CABLE is pubiishing in tabloid size this week and next
(Jan. 25). The magazine will return to its normal size on Feb. 1.

For those attending the NATPE convention in New Orleans next
week, we will publish three daily editions, Tuesday through Thursday
(Jan. 26-28). Along with the regular weekly Jan. 25 issues, the dailies
will be distributed to rooms in major hotels and will be available at the
Ernest N. Morial Convention Center, the site of the convention.

Our new Washington home

We have moved our Washington bureau. The new address: 1627 K
Street NW, 10th floor, Washington, D.C. 20006. Phone: 202-463-3700
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Sassa promises
kinder, gentler NBC

Says network will also cut down on gratuitous sex

By Michael Stroud

ew NBC Entertainment Presi-

dent Scott Sassa outlined a

back-to-basics broadcast

strategy for the network last
week that will emphasize programs
with traditional families, less sex, more
ethnic diversity and a greater number
of shows set outside New York.

“I think there are certain things that
we do too much of, and we’d like to see
a little more balance in what we do,”
Sassa told his Television Critics Asso-
ciation press tour audience last week.

Sassa pointed to the scarcity of tra-
ditional families on NBC’s prime
time schedule, which has in the past
been front-loaded with shows about
20-something singles, like Friends.
He pointed to the success of last
week’s freshman drama Providence,
which explores family relationships
and is set outside New York. The
show scored the network's highest
rating for a drama premiere since
E.R’s first airing, although it fared
less well with powerful TV critic Tom
Shales (see In Brief).

Sassa’s marching orders don’t
mean the network will become a Pea-
cock version of Pax TV or stop airing
shows with sexual situations. “We're
not trying to create a Family Chan-
nel,” he said. “I’m not saying no sex.
I'm saying less sex.” NBC needs to
stay away from “gratuitous™ sex that
doesn’t add to the plot line, he said,
although he declined to say which
shows might fall into that category.

On the subject of diversity, Sassa
said the “shows we have on the air
[must] accurately reflect the people

who are watching.”

Sassa’s appearance at the press tour
comes at a time when NBC has lost its
No. | ranking in households and total
viewers to CBS and has seen its
advantage over ABC among viewers
18-49 dwindle.

Seeking to rebuild Tuesday night
after the move of Frasier to Thursday.
Sassa pointed to the strength of 3"
Rock from the Sun (which he said will
return next September) and strong num-
bers for Just Shoot Me. Still. On Mon-
day, however, Mad About You and Sud-

Sassa: The “shows we have on the
air [must] accurately reflect the
people who are watching.”

denly Susan have struggled this season.

In other programming moves,
Sassa said the network will air a three-
hour Sarurday Night Live special on
Sept. 26 to celebrate the show's 25th
anniversary. In addition, he confirmed
that the network is moving forward
with development of reality shows,
including two from producer Bruce
Nash: World's Most Amazing Video'
and You Asked for It. ]
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Shooting spree rocks
Salt Lake City station

Assailant enters KSL-TV, wounds 2 before arrest

By Dan Trigoboff

woman carrying a gun and a
grocery bag of bullets opened
fire inside the first-floor lobby
of Salt Lake City’s KSL-TV
Thursday. injuring one. An employee
for another company was critically
wounded before an office worker over-
powered the assailant, police said.

The 3:15 p.m. shooting occurred at
an office building that the broadcaster
shares with other tenants. Station ofTi-
cials reported Friday that a 30-year
old AT&T employee—who had just
returned to work following a materni-
ty leave—was fighting for her life
after being shot in the head.

Also wounded was KSL-TV’s
building manager, Brent Wightman.
He was hit by two shots that nicked
his side, and was released after being
treated at a local hospital.

The suspect was identified as De-Kieu
Duy, 24. Police say she has a history of
psychological problems and a criminal
record that includes assault on a police
officer, carrying a concealed weapon,
disorderly conduct and stalking.

After firing about 25 rounds, her
gun jammed and she was overpow-
ered by one or more AT&T employ-
ees, police said. KSL-TV occupies the
first floor and AT&T is on the fourth.

Police said after questioning her
that she may have believed the station
was harassing her.

According to station officials, Duy
came into the 15-story office building
looking for the newsroom. She drew a
gun when told she could not go there.
She appeared agitated and had attract-
ed some attention with her profanity,
at which point Wightman shouted for
someone to call the police.

Wightman said that she fired first at
the carpet, then at him. “I knew she was
going to shoot me,” he said. “I don’t
know why.” He was shot as he turned
away from her, and she then kicked him
in the chest. Duy then moved toward the
news reception area, where she waved a
gun at another employee in an attempt
to learn the location of the newsroom.

A round was fired at the staffer’s
feet before Duy fired several shots
through the reception area’s glass

——y

#
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door. Duy reached through the broken
glass to let herself in as the employee
shouted warnings to co-workers.

Ed Yeates, a reporter at the station
for 26 years, said he heard the gunfire.
Yeates said at least 25 people were in
the newsroom, and they were all able
to escape through a back door.

Duy was kept from reaching the
newsroom by security doors, station
officials said. “We have strange peo-
ple come to the station all the time,”
said Yeates. “'A lot of us have been
complaining about the station having
too many security doors, but I’ll tell
you, it paid off yesterday.”

When Duy couldn’t get into the news-
room, she went up to the second floor,
said Yeates, who reported the story for
the station’s late news. Duy was locked
out. but she proceeded by elevator to the
fourth floor and shot AT&T Wireless
employee Anne Sleater in the head. The

TOP OF THE WEEK

station reported that Duy’s gun subse- |

quently jammed and that she was sub-
dued. Arriving police emergency and
SWAT teams took her into custody.

In the shooting's aftermath, Steve
Lindsley, president of KSL's parent
company, the Bonneville Internation-
al TV Group, said security is being
increased and that using armed guards
is under consideration.

In a statement, the station said, “As
journalists. we are accustomed to
reporting violence and tragedy. Like
most people, we are not accustomed
to being caught in its path. Thursday
we were reminded of the people who,
by chance or mischance, find them-
selves on the other end of our cam-
eras. And we have renewed respect
for what they face. In the midst of
Thursday’s events, there was chaos.”

Yeates said that many of the stories
for the Five o 'Clock News had been
unfinished when the newsroom was
evacuated. The station covered the story
live, using anchor Bruce Lindsay inside
and reporter Nadine Wimmer outside
the building for most of the newscast.

But the Six o 'Clock News, produc-
ers and editors were able to resume
their regular newscast and by the late
news at 10 p.m. the station had put
together a package of stories on the
incident, presented by Yeates. ]
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Eyemark Entertainment execu-
tives have cleared the off-net-
work syndication rights of Every-
body Loves Raymond to wGN-Tv
Chicago. wGN-TV is the third market
cleared by Eyemark executives for
the show and wGN-Tv was the third-
straight Tribune Broadcasting sta-
tion to sign on for the sitcom. Eye-
mark has already cleared Raymond
on wrPix-Tv New York and KTLA-TV
Los Angeles. The current CBS sit-
com will join the syndication ranks
in the fall of 2001.

Kaleidoscope Media Group is
offering a new version of the
mini-series Shaka Zulu: The
Citadel with Grace Jones, Omar
Sharif and David Hasselhoff in syn-
dication. Shaka Zulu is currently
shooting on location in Morocco

BroadcastingsCatle
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and will be available to stations for
next season.

Cleveland-based Beau & Arrow
Productions is selling its
comedic game show Quick Witz
as a daily strip for next fall. Beau &
Arrow is teaming up with Unapix
Syndications for its transformation
from a weekly (mostly late night)
show to a new half-hour daily. The
strip is being sold on a barter
(3.5/3.5) basis for late fringe and
late nighttime periods.

Newly named Liberty Media
Interactive President Lee Mas-
ters has been given the addition-
al title of chairman of TCl Music
Inc., a subsidiary of Liberty Media
Interactive. Masters joined Liberty
earlier this month after a nine-year

NAB is picture of fiscal fitness
The National Association of Broadcasters is beating its 1998 budget
plan by 7.2%. The association now expects to garner revenue of
$48.2 million for the fiscal year ending March 31, $1.3 million more
than budgeted.

More impressive is the substantial profits the association enjoys.
For fiscal 1998-99, NAB projects network income of $10 million. Next
year, it expects the figure to rise 15.5% to $11.6 million.

The big moneymaker, as always, is the annual NAB convention.
This year’s show, April 19-22 in Las Vegas, is expected to net $22.9
million on revenue of $33 million.

NAB’s corporate communications budget will get a 31.3% boost in
1999-00 from $1.09 million to $1.4 million. That's the largest increase
of any department. —Paige Albiniak

NAB'S 1999-2000 PROPOSED BUDGET
Projected 98/98  Proposed 99/00 %¢thange
Revenue
Dues,Radio $ 3,851,084 3,912,685 1.6%
Dues, TV 9,600,222 5,681,676 1.8
Dues, Associate Member 640,000 1,325,000 107.0
NAB Convention 31,123,108 33,016,913 6.1
Radio Show 2,863,089 2,966,785 3.6
NAB Services 1,270,237 1,342,000 5.6
Adv & Evnt Mrkting 339,500 326,500 (3.8)
interest 1,900,396 2,500,000 316
Other revenue 614,037 622,584 14
Total revenue 48,201,673 51,694,143 7.2
Expenses
Government relations 3,112,196 3,344,774 75
Legal 1,500,786 1,590,158 6.0
Human Resource Dvipmt 236,766 248,356 4.9
Corp. Communications 1,094,708 1,437,235 SilEs
NAB Services 1,389,584 1,445,406 40
Adv & Evnt Mrkting 291,269 313,282 7.6
Science & Technology 1,010,141 998,223 (1.2)
Research & Information 1,331,338 1,441,920 8.3
Radio 1,142,967 1,186,712 3.8
v 1,163,399 1,170,512 0.6
Meetings & Conf.Svcs 782,402 824,787 54
Conventions & Expos 72,456 65,500 (9.6)
International 664,961 766,991 11535
General & Admin. 10,638,156 11,453,224 iy
NAB Convention 9,611,822 10,077,845 48
Radio show 2,077,763 2.148.824 3.4
Total expenses 36,120,715 38,513,749 6.6
Net Income 10,067,183 11,625,376 15.5
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stint as head of E! Entertainment
Television. TCI Music’s holdings
include The Box and DMX LLC.

Hearst-Argyle’'s reality syndicat-
ed series Save Our Streets is
returning for a fifth season. The
show is also taking on a new title,
SOS In America, and will now
focus on exposing and preventing
government waste, environmentat
offenses and other big business
abuses. The distributor is produc-
ing 22 half-hour episodes for the
1999-2000 season.

Music channel VH1 rang in 1999
on a ratings high. VH1’s average
prime time .5 rating/323,000
homes for fourth quarter 1998 was
the network’s highest-rated quarter
to date, according to the network
based on Nielsen data. VH1’s
prime time average last quarter
also was up 32% over its fourth
quarter 1997 average, the network
said. VH1 also celebrated its high-
est rated week ever Dec. 28-Jan. 2,
averaging a .4 household rat-
ing/262,000 homes, according to
Nielsen.

Carsey-Werner Distribution will
have a number of stars from its
syndicated series on hand at
the upcoming NATPE Confer-
ence in New Orleans. John Lith-
gow from 3rd Rock From the Sun
will make an appearance on Tues-
day, Jan. 26, and The Profilers Ally
Walker and Robert Davi will be
there on Wednesday, Jan. 27.

Top Senate Commerce Commit-
tee aide Kevin Joseph is leaving
to become vice president of
congressional and regulatory
affairs for AT&T Corp. Joseph
has worked for the past seven-and-
a-half years as senior counsel for
Senator Fritz Hollings (D-S.C.),
who is the ranking member on the
Senate Commerce Committee.
Prior to that, Joseph spent three
years working for Rep. Ed Markey
(D-Mass.) as a counsel on the
House Telecommunications Sub-
committee. When he joins AT&T in
mid-February, Joseph will focus on
AT&T and TCI's new cable busi-
ness and local phone competition.
According to Senate rules, Joseph
cannot lobby the Senate for one
year after leaving. “It's always best
if you can pick your time to leave
and this is the best time for me,”
Joseph said.

FCC Chairman William Kennard
Wednesday night helped Disney
and ABC promote Martin Luther
King Day when he introduced a
screening of Disney’s original
film, Selma, Lord, Selma. In
1999, “living in a time when we
reap that which was sown for us in
Selma and even at times take
these fruits for granted, television is
bringing this important chapter in
our history not just to our nation,
but to our nation’s children,” Ken-
nard said. Joining Kennard at the
screening were Martin Luther King
Jr's widow, Coretta Scott King, and
his daughter, Yolanda King, who
appears in the Disney movie. The
film documents protest marches in

- 2
¥
. ¥

the town of Selma, Ala., from the
point of view of one of the move-
ment’s youngest participants. It is
based on the book of the same
name. The event took place at the
Smithsonian’s National Museum of
American History and was spon-
sored by Disney, ABC, the League
of Women Voters and the National
Conference for Community and
Justice. Many high school students
were in the audience as part of the
outreach program.

Sony Chairman and CEO Howard
Stringer will keynote NAB ‘99 on
April 19 in Las Vegas, the NAB
said last week. Prior to joining
Sony in 1997, Stringer was presi-
dent of Tele-TV, a joint venture
between Bell Atlantic, Nynex and
Pacific Telesis that planned to offer
video over telephone lines. Stringer
moved to Sony when that venture
failed. Stringer also was president
of the CBS Broadcast Group from
1988 to 1995, in charge of all
Sony’s broadcast activities. He was
with CBS for 30 years. NAB’s annu-
al convention will be held April 17-
22 in Las Vegas. More than
100,000 attendees are expected.

The Learning Channel netted its
highest rated week in prime
time ever, Dec. 28-Jan. 3, averag-
ing a 1.2 rating/826,000 house-
holds, according to Nielsen data.
TLC also celebrated fourth quarter,
1998 as its highest rated quarter to
date, averaging a .9 rating/611,000
households, an 18% ratings gain
over TLC’s average in fourth quar-
ter, 1997, based on Nielsen data.
TLC's original series Trauma: Life
in the ER aiso posted some of its
best ratings to date, averaging a
1.8 rating in fourth quarter 1998 in
all cable homes and a 1.4 rating
among adults ages 25-54., accord-
ing to Nielsen data.

Telco Productions is bringing
back its weekly half-hour series
Animal Rescue, and the syndica-
tor is bringing out a new weekly
series, State Police. The new
series will feature re-enactments of
various incidents encountered by
state troopers in tracking down and
arresting suspected criminals. Telco
is also producing two one-hour spe-
cials for 1999, The Best of Animal
Rescue 2 and Police Heroes: The
Trooper of the Year Award.

Citadel Communications Corp. is
selling out of six small radio
markets to pay debt and concen-
trate better on medium-sized
markets, the company announced
last Thursday. Twenty-five statons
will be sold (subject to FCC and
Justice Department approval) to
Marathon Media LP for $26 million
cash. Involved are two stations in
Johnstown, Pa., the nation’s 108th
largest radio market, according to
Arbitron; three stations in Eugene
(144); six in Medford (206), Ore.;
five in Tri-Cities, Wash. (207); four in
State College, Pa. (237), and five in
Billings, Mont. (243). “We're excited
about the opportunity to further
develop these clusters to their
fullest potential,” Marathon Presi-
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dent Chris Devine said in a state-
ment. Besides helping repay bank
debt, the deal “underscores
Citadel's intent to focus its energy
on mid-sized markets, which offer
the greatest return to our sharehold-
ers,” Citadel Chairman Larry Wilson
said. Also last week, Citadel said it
is moving its corporate operations
from Tempe, Ariz., to Las Vegas.

Media Access Project last week
asked the FCC to impose fees
on digital broadcasters’ home
shopping channels. The agency
was wrong to exempt home shop-
ping, infomercials and other direct
marketers from a 5% fee on their
revenue from ancillary digital serv-
ices, the group said. Following
instructions from Congress, the
FCC in November ordered digital
broadcasters to pay the fee when
they sell extra services, such as
home movies and audio signals.
Home shopping was exempt, the
FCC said, because the services
pre-dated the rule and because
viewers don't pay for the program-
ming. But Congress also intended
that programming paid for by third
parities be subjected to the fee,
MAP said. “Direct sales presenta-
tions . . . fit squarely under that defi-
nition,” the group said.

Cox Communications says it is
launching digital cable in three
markets using Scientific-
Atlanta’s Explorer 2000 digital
set-tops and digital interactive
networks. The three markets are
Phoenix, San Diego and Oklahoma
City. The launch in Phoenix, where
Cox has 600,000 subscribers and
faces competition from US West
and wireless provider People’s
Choice TV, has already begun.
Launches in Cox’s 500,000-sub-
scriber San Diego system and
121,000-subscriber Oklahoma City
system are on tap. The contract
with S-A, previously announced,
allows Cox to offer interactive serv-
ices such as Web access and video
on demand without altering the set-
tops hardware. Cox plans to launch
Cox Digital TV, which adds about
100 additional video channels, first
in each of the three cities.

EchoStar Communications Corp.
has received tenders from hold-
ers representing essentially all
of four different debt vehicles,
allowing EchoStar to change condi-
tions on that debt and smoothing
the way for EchoStar to obtain new
debt at lower interest rates. The four
debt issues affected were 12.5%
senior secured notes issued by
EchoStar,12.875% senior secured
discount notes issued by EchoStar
subsidiary Dish, 13.125% senior
secure discount notes issued by
EchoStar Satellite Broadcasting
Corp. and 12.125% senior
exchange notes issued by the par-
ent EchoStar. EchoStar, with help
from Donaldson, Lufkin & Jenrette
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and NationsBanc Securities, is refi-
nancing the roughly $1.5 billion in
debt at around 9%.

Moody’s Investors Service
assigned B2 ratings to the pro-
posed $1.9 billion of senior
notes set to be issued by EchoStar
Communications Corp. subsidiary
EchoStar DBS Corp. The new debt
includes $500 million due 2006 and
$1.4 billion due 2009. The new
notes will be used to refinance all of
EchoStar’s $1.6 billion in subsidiary
debt. EchoStar has made a tender
offer for its existing debt and says it
has received tenders from holders
representing more than 99% of that
debt. Moody’s new B2 rating
assumes that untendered notes will
be stripped of current security inter-
ests and covenants, and rank struc-
turally no better than the proposed
new senior notes. The new rating
also assumes the FCC will approve
EchoStar's pending acquisition of
ASkyB and that EchoStar foliows
through with a planned corporate
reorganization that will consolidate
current subsidiary Dish and
EchoStar Broadcasting under
EchoStar Satellite Corporation,
which will be a wholly owned direct
subsidiary of EchoStar DBS Corp.

Source Media, seeking to lever-
age its electronic publishing
division, is branching out into
streaming audio over the Web.
Source has teamed Web broad-
caster Broadcast.com to host con-
tent such as news, weather, sports,
stock quotes and entertainment
that Source provides. The move
onto the PC platform allows Source
to provide one-stop shopping for
streaming interactive content, the
company says. Source’s IT Net-
works division already delivers
roughly 15,000 ad-driven audio pro-
grams, primarily to yellow pages
directories and daily newspapers.
Insight Communications is sched-
uled to launch Source’s Local-
Source interactive cable service in
Columbus, Ohio, later this year.
Neither Source nor Insight has
specified the launch date but the
companies have missed the origi-
nally scheduled December 1998
launch. Source is marketing its
streamed audio news, weather,
sports, business, and entertainment
content to Web developers as a
Web site enhancement. Source’s
announcement did little to help the
Nasdag-traded stock (SRCM)
which fell $3.50 to $20.125. Share
prices have gone through wild gyra-
tions in the past year, shooting as
high as $39 on merger rumors, then
falling to around $4 when hoped for
deals failed to materialize.

RCN Corp. has contracted with
Level 3 Communications to pro-
vide RCN with a cross-country
fiber backbone allowing connec-
tions to major Internet servers
in the U.S. The nationwide link is
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intended to provide fast and reliable
service to RCN’s nearly 500,000
Internet subscribers and allow the
company to negotiate agreements
for the exchange of data traffic with
other large Internet service
providers. The contract with Level 3
gives RCN a fully redundant nation-
wide DS-3 network with a presence
at two major Internet network
access points and three additional
connections pending.

Online System Services (0SS)
has obtained $3 million in financ-
ing from certain investors who
have also committed to provide
an additional $2 million in financ-
ing, the company said. Company
officials declined to provide further
details but OSS Chairman-CEO
Steve Adams said the financing is
evidence that the company is deliv-
ering on its business plan. OSS,
through its i2u division, develops
Internet portals and online commu-
nities targeting high-speed access,
education, enterprise and banking.

Sun Microsystems has announced
support for its Java TV digital tel-
evision platform from consumer
electronics manufacturers Sony,
Philips, Toshiba, Motorola and LG
Electronics; interactive operating sys-
tem supplier OpenTV, and Hongkong
Telecom. Sun is offering its Java TV
Application Programming Interface
(API) as a way for content develop-
ers to deliver interactive content to
digital TVs, digital set-tops, and digi-
tal satellite receivers, and is pushing
for Java TV to be accepted as a stan-
dard interactive platform by the U.S’
Advanced Television Systems Com-
mittee (ATSC) and Europe’s Digital
Video Broadcasting (DVB) consor-
tium. According to Sun executives,
content creators will be able to use
Java TV to create interactive con-
tent—such as enhanced data that is
delivered with a television program—
without having to worry about sup-
porting different operating systems in
different digital devices. While the
Java TV platform will work with other
operating systems, digital television
hardware will have to include a Java
TV *virtual engine” to be able to
decode Java TV-created content.

Attorney General Janet Reno
last week decided to drop an
investigation of Peter Knight, a
former top aide to Vice Presi-
dent Albert Gore. House Com-
merce Committee Republicans last
month asked Reno to investigate $1
million in legal fees Knight received
from Portals developer Franklin
Haney. House members charge that
the fees actually were a contin-
gency fee for securing the FCC’s
move to the Portals. Haney already
has been indicted on 42 counts of
making illegal donations to the
1996 Clinton-Gore campaign. The
Justice Department concluded
there is no evidence that the $1 mil-
lion payment was a contingency

fee. House Commerce Committee
Chairman Thomas Bliley (R-Va.)
called Reno’s decision “disturbing,
but not surprising.” There is “an
unfortunate pattern at the Clinton
Justice Department of turning a
blind eye to its legal obligations,” he
said.

The Department of Justice last
week encouraged the FCC to
approve EchoStar’'s acquisition
of News Corp. and MCI World-
Com'’s direct broadcast satellite
assets. Approval of EchoStar’s
request “promises to facilitate new
and potentially significant competi-
tion between DBS and cable
providers, thereby benefiting con-
sumers of [multichannel] services,”
Justice wrote in a filing to the com-
mission. The FCC has to approve
the transfer to EchoStar of News
Corp. and MCI’s 28-channel DBS
slot, which covers the entire United
States. EchoStar announced last
December that it was purchasing
from News Corp. and MCI World-
Com the satellite license at 110
degrees west longitude, two unfin-
ished satellites and an uplink center
in Gilbert, Ariz. In return, News
Corp. and MCI receive $1.2 billion
in EchoStar stock or 37% of the
equity. Only two organizations
opposed the transfer—non-profit
law firm Media Access Project and
the Small Cable Business Associa-
tion. Media Access Project opposes
the acquisition because they said
the commission has not required
the transaction’s parties to adhere
to character and citizenship require-
ments included in the 1996
Telecommunications Act. SCBA
says the transfer threatens local
broadcasters, which in turn threat-
ens small cable operators who
make their money reselling local
signals to cable subscribers.

Under a two-year agreement,
GlobeCast North America is pro-
viding Cisneros Television Group
full-time master control and orig-
ination of six program feeds for
distribution of the Locomotion
Channel and Playboy TV Latin
America to Latin America and
Spain. As of this week GlobeCast
produces three fully integrated
feeds each for Locomotion and
Playboy at its digital facility in
Miami. The multiplexed signals are
distributed over PanAmSat’s PAS V
satellite for reception from Latin
America to Europe.

After failing to gain distribution
on basic cable systems in major
Hispanic markets, Spanish-lan-
guage cable network GEMS Televi-
sion announced it will begin offering
the channel to Low-Power TV
(LPTV) stations this month.
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It’s getting ugly

By Steve McClellan
and Paige Albiniak

he networks
and their aftil-
iates have had
their ups and
downs over
the years, but
the level of
trust between the two sides
has eroded to a new low. And
the tension is building to a
flash point on a number of
issues, including a battle
over the national TV owner-
ship cap.

That issue is reaily linked
to the entire set of conversa-
tions between networks and
their affiliates on how they
can retool their relationship
for the digital age.

At the core of those talks is
money. “Money is always at
the heart of it,” says Alan
Bell, president of Freedom
Communications broadcast
division.

Compensation is critical,
especially for smaller and
mid-sized market stations.
“Compensation is probably
what’s keeping a lot of those
stations afloat,” Bell says. “It
can be half'to 75% of the bot-
tom line.” Others agreed that
many stations would face
bankruptcy if their compen-
sation diminishes.

Still, the networks are
determined to reduce costs on
the distribution side of the
business—most notably the
$200 million or so each of the
Big Three pays to stations for
carrying the network feeds.
Some affiliates are open to
taking less compensation,
but, in return, they want
exclusivity on network pro-
gramming—something the
cable-minded networks are
reluctant to give.

The exclusivity issue has
been a particularly irksome
one for ABC and NBC and
their respective affiliate bod-
ies. Both of those networks

Mounting differences over
money, policy put
strain on network-affliliate
relations

A house divided

The network/affiliate divide on ownership caps puts the National Association of Broad-
casters squarely in the middle of a fight among its members—not the place a trade asso-
ciation wants to be.

“It's a very tough position for the NAB,” says one veteran broadcast attorney. “I think
they could lose some members over this.”

The NAB board last week in Naples, Fla., stood its ground against the networks, voting
to reaffirm its position against relaxing the national cap on TV station ownership. The cap
limits station groups to covering no more than 35% of the nation’s 99.4 million TV homes.

That means the NAB staff could be forced to lobby against its network members,
which want to raise the cap. And the first occasion for that clash could be in Congress,
where Senate Commerce Committee Chairman John McCain (R-Ariz.) is promising leg-
islation that would raise the cap to 50%.

Lawmakers do not want to be put in the position of choosing sides between a divided
lobby. “There’s a legitimate fight going on between the networks and the affiliates,” says
House Telecommunications Subcommittee Chairman Billy Tauzin (R-La.). “But | don't
want to be influenced by that catfight.”

“These guys don’t want to be in the position of picking one side or the other,” says one
lobbyist. “It just adds another layer of political difficulty ”

But other Washington sources don’t expect a split to lessen the NAB'’s effectiveness.

“Anytime you divide your forces it can create some strategic problems for you,” says
Ken Johnson, spokesman for Tauzin. “But NAB, even without one or more of the net-
works, would continue to be one of the strongest lobbying forces on Capitol Hill. The rea-
son is simply this: Every member of Congress has local television stations located in
their district. As Tip O'Neil used to say ‘All politics is local.””

“The strength of the NAB has been in its base of station members,” says one broad-
cast lawyer. “I don'’t think this makes NAB less effective at all.”

This is not the first time the NAB has had to face this issue. Wh.le lobbying for the 1996
Telecommunications Act, the networks pushed to raise the cap from 25% to 50% while
the affiliates voted to leave it where it was. The NAB board realized the difficulty of the
situation and voted to keep the association neutral. Congress voted to increase the cap
to 35%. —Paige Albiniak

have so far been loath to cod-
ify exclusivity rights in affili-
ate contracts. CBS and Fox
have granted aftiliates exclu-
sivity for limited periods of
time, in return for some help
in paying the huge rights fees
for the National Football
League.

ABC and NBC are work-
ing hard to formulate com-
prehensive affiliate proposals
that would address major
issues including compensa-
tion, exclusivity, digital pro-
gram ventures—in short,
plans that would define the
network aftiliate relationship
going forward.

The current flash point is
the dispute over ownership
caps. FCC rules limit any one
entity from owning stations
that cover more than 35% of
the 99.4 million TV homes.
The networks want that cap
lifted to at least 50%.

Why? They say it’s
because their station groups
are subsidizing their broad-
cast network services, all of
which are losing money, with
the exception of NBC. And
analysts say NBC will make a
lot less in the future than the
$500 million or so it’s made
the past couple of years. On
the other hand, TV stations,
particularly in large markets,
are cash cows, with profit
margins that often surpass
40%.

But the affiliates say the
networks already have too
much leverage over their eco-
nomic well being, and that
lifting the ownership caps
would just increase that
leverage.

And the networks are using
that leverage, some say
unfairly, to side-step affiliate
contracts and reduce compen-
sation—even as talks at the
network-affiliate-board level
are ongoing.

Cosmos Broadcasting
recently ran afoul of ABC
Continues on page 24
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Frustration puts cable in equation

Networks consider wired medium as distribution option in some markets

By John M. Higgins

amie Kellner is making other broadcast net-

work executives jealous. They don’t so much

envy the WB network chairman’s ability to

boost his ratings when rival channels are slid-
ing, or the WB’s lucratively young demographics.
What they admire is Kellner’s success in creating a
second, splinter network, the WeB, whose affiliates
are cable systems—not broadcast stations.

Now, Kellner uses the cable systems only to fill in
WB’s “white” areas, small markets where there are
no unaffiliated broadcast stations to carry. But NBC
and ABC executives see greater possibilities by
going a step further. They envision using cable sys-
tems as their affiliates in larger markets—atflfiliates
that would be willing to pay money to the networks
rather than demand cash as broadcast groups now
do.

A broadcast network could try a switchout across
the country—exempting its valuable owned-and-
operated stations, of course. Or, it may try it out ina
few markets to terrify broadcast groups into scrap-
ping the existing compensation payment system
and, as network executives dream, begin to pay
license fees for programming the way cable systems
do.

Such a move would be fraught with risk. TV sta-
tions, of course, would run screaming to Congress
and the FCC. But financial challenges are more for-
midable. Since 33 million of the 99.6 million TV
homes don’t subscribe to cable, viewership would
clearly drop, though how severely is disputed.

Worse, a shift would unquestionably weaken Big
Three networks’ leading justification for high ad
rates: reach.

Competition from cable and start-up broadcasters
has pounded Big Three prime time Nielsen ratings

from the mid-teens to 7-8s. Broadcasters have suc-
cessfully used their virtually universal reach as jus-
tification for extracting from advertisers much high-
er CPMs—the cost per thousand viewers—than
cable networks with 1-1.5 ratings can charge per
eyeball.

That justification might dissipate and the $3.3 bil-
lion-$3.6 billion in annual ad revenues from the
eyeballs the network continues to deliver might also
shrink.

And will cable operators be willing to offset ad
losses by forking over big enough bucks—say,
$1.50 or $2 per sub for what one one industry exec-
utive characterized as “exclusive access to the most
popular programming on television™?

Operators wouldn’t comment but, unsurprisingly,
they generally loathe paying top dollar for any pro-
gramming.

Another factor offsetting ad revenue losses is the
hours of time that go to local stations. While cable
operators would want to get cut in for local avails,
the network would recapture revenues from day-
parts like afternoon and early fringe hours now
filled with Jerry Springer and Jeopardy, hours that
help drive broadcast station cash-flow margins to
40%-50%.

“The numbers don’t work for me,” said Sanford
C. Bernstein & Co. media analyst Tom Wolzien. “I
think it would cost them more than they could real-
istically gain.”

But if one of the majors actually pulls it off, they
could create the “dual revenue stream” of advertis-
ing and affiliate fees that makes even cable net-
works with relatively anemic ratings worth billions.
Despite viewership about a tenth that of broadcast
nets, Discovery Channel is worth an estimated $5.3
billion. Three years ago, all of CBS—the network
plus its TV and radio stations—sold for just $5.8

billion.

Both NBC chairman Bob Wright and Walt Disney
Corp. chairman Michael Eisner have dangled the
possibility of cable affiliations as a way to resolve
their frustrations with the current affiliation system.
Cable and Wall Street executives say that privately
Wright and Bob Iger, president of Disney subsidiary
ABC, have pointed to the WeB as encouragement to
push further.

“When Jamie went out into small markets with
WB and demonstrated that a cable distribution enti-
ty was a de facto affiliate in markets 100 and below,
it really caught Iger’s attention,” said one executive
who has discussed the matter with the ABC presi-
dent.

But while both companies are seriously studying
the proposition, neither ABC nor NBC seems to be
seriously pursuing a deal. One senior cable execu-
tive said Wright stopped him several weeks ago for
a 10-minute conversation on an affiliation proposal,
but hasn’t followed up.

“He’s just trying to scare his affiliates,” said one
broadcasting executive of Wright’s dangling the
possibility of an affiliation switchout.

Asked of the feasibility of taking NBC’s signal
directly to cable or satellite and bypassing local sta-
tions—NBC-TV president Randy Falco replied, “I
don’t see us going in that direction. That isn’t to say
people aren’t saying, ‘My goodness, why aren’t you
doing that?’ or asking, ‘Isn’t that a better model?’
It’s always out there. And the fact of the matter is
there are other models we’re trying to contend with,
including syndication, the WB [which pays very lit-
tle compensation] and cable,” where networks
charge affiliate fees.

Not all the networks are big fans of the plan.

“It’s some sort of silly adversarial bullshit,” said
one source close to CBS, who said the network isn’t

Ugly

Continued from page 11

when Cosmos acquired
WWAY-TV Wilmington, N.C.
Just before the deal was to
close, the network told Cos-
mos it would not OK the
transfer unless Cosmos
accepted a 50% cut in com-
pensation. All the networks
have clauses in their affiliate
deals that give them the right
to opt out of a sale if the
buyer is not qualified to be a
broadcaster. But Cosmos,
which owns eight other sta-
tions (including two ABC
affiliates), is generally recog-
nized as a more-than-quali-
fied broadcaster.

“ABC had those papers for
four months and didn’t raise
an objection until the 11th
hour,” says a source familiar
with the situation. “That’s a
real screwing. Particularly
when you say Cosmos is an
unqualified buyer. I’'m glad I
don’t have to argue that point
before the FCC or in court.”

Indeed, some wondered
why Cosmos didn’t sue the
network for breach of con-

tract. Cosmos President
James Keelor , reached last
week, says the first priority
was acquiring the station, and
that a lawsuit would have
killed the deal. Instead, the
seller agreed to put up the
money that ABC sought to
save in compensation.

“I’ve heard from a number
of people who had similar
experiences in the past six
months,” says Keelor. “There
is probably less trust between
the two sides then there has
been in a while.

“The networks are threat-
ening the very economic
value of broadcasters by the
way they are utilizing certain
language in the affiliate con-
tracts.” That issue, says
Keelor, is just as important as
digital program joint ven-
tures, exclusivity and com-
pensation.

ABC issued a statement
saying, “The ABC affiliation
assignment is not automatic.
In Wilmington, we looked
closely at the situation and
made what we felt was a fair
determination of the value of
the mutual relationship in the
market. In the end we were

24 BROADCASTING & CABLE / JANUARY 18, 1999

offered an arrangement that
we found acceptable. We
wish the world was the same
as when we went into our
original agreements. In fact
the world has changed and
our agreements need to
reflect this.”

The qualified-buyer claus-
es, stations complain, give
the networks much more than
the right to screen potential
affiliate partners. They give
the networks the power to
renegotiate terms—as in the
Cosmos case—or even cut
themselves in on the action.

Take NBC and LIN Televi-
sion, for example. When LIN
was acquired by Hicks
Muse/Chancellor, NBC pres-
sured the two parties into
allowing it to acquire an 80%
stake in KXAS-Tv Dallas. The
network paid a pretty penny
for the station, says a source
who was involved. “But
[NBC] also painted a sce-
nario where it might have
been difficult for LIN to sell
it to another buyer.”

In a related deal, Chancel-
lor sought to acquire WOOD-
Tv Grand Rapids, Mich.,
from AT&T, which at the

time owned a controlling
stake in LIN. NBC saw an
opportunity to renegotiate
some terms in the affiliate

“We’ve spent millions in
time and effort on the
direct-to-home satellite
issues,” says a network
lobbyist. “That’s their

issue. But when we want
something like greater
ownership, it’s ‘Oh, the

big bad networks.’”

tions from the LIN stations if
Raycom didn’t back off. As it
turned out, Chancellor sweet-
ened its bid and won the
group anyway.
NBC execu-
tives couldn’t
be reached for

comment.
Station

sources say

Fox is also

exploiting sta-
tion transfer
opportunities.
Sources say the
network is now
requiring most
new buyers to
sit down and
negotiate new
contracts.

contract. Again, it flashed its
affiliation card. LIN execu-
tives were miffed, but they
got around NBC by filing a
short-form transfer that didn’t
need the network’s approval.

NBC also flexed its muscle
when Raycom tried to outbid
Chancellor for the entire LIN
group. A source involved in
the deal says the network
threatened to pull its affilia-

Existing agree-
ments are only being trans-
ferred only if they are close to
new, a source says.

At CBS, Peter Schruth,
president, affiliate relations,
says the network won’t take
advantage of the qualified
buyer clause in affiliate
agreements to try to reduce
compensation. And Ben
Tucker, president of Retlaw
Broadcasting says it’s true in



considering any cable aftiliations.

Kellner pushed to make his splinter network
broadcaster-friendly. As the fifth broadcast net-
work in the game, WB sees many markets where
there simply are no independent stations available,
saddling the four-year-old network with distribu-
tion to just 90% of TV homes. Such “white” mar-
kets include cities like Savannah, Ga., Sioux Falls,
S.D. and Utica, N.Y.

So, improving on a concept he developed while
at Fox TV, Kellner launched WeB last September
for markets ranked 100-212 in population. Instead
of just offering two prime time hours plus after-
noon kids’ cartoons, WeB launched a 24-hour slate
including syndicated programming like the Rosie
O’Donnell Show and Friends. Each local *“sta-
tion,” however, is run by a broadcaster in a nearby
town who sells the advertising and, in many cases,
programs local news.

The cable operator gets 10% of ad revenue, the
broadcaster bears all the sales and production cost
and WB squeezes its reach up a few valuable per-
centage points.

A straight national cable feed wouldn’t work,
Kellner said. “I’m a real beleiver in the localism of
broadcasting. What | was afraid of was that this
would come off as a national cable network.”

But Wright and Iger’s chatter is more dramatic,
cutting out their broadcast affiliates at least in
some markets, which would shrink, not expand,
their networks’ reach.

The big question is how big that shrink might be.

Look at the most drastic conceivable move—a
nationwide switchout from broadcast to cable
affiliates. The straight math is pretty simple. Cable
operators serve around only 66% of all TV house-
holds, leaving 33 million or so homes beyond
reach.

But a broadcast network would be unlikely to
sacrifice its O&O stations, which cover around
30% of TV households. So the number of homes
not reached by cable drops to 21 million homes, or
21% of TV homes. Another 4 million homes could
be recaptured by creating a feed for the direct-
broadcast and C-Band satellite services. (About 10

How bad the loss?

Replacing broadcast station affiliates with
cable systems would clearly hurt a broad-
cast network’s viewership. Only 66 million
of 99.6 million TV households subscribe to
cable. But some industry executives argue
the damage to ABC or NBC'’s reach might
be less severe than the 33 million homes
than it looks.

® The network would stay on O&Os cover-
ing 30% of the country, recapturing 12 mil-
lion homes.

1 Adding a national DBS feed would recov-
er satellite homes that don't get local sig-
nals over the air or through cable, recaptur-
ing 4 million-5 million homes.

i Bad for ops, good for network ad sales:
an estimated 10 million homes steal cable.
m The demos advertisers crave also tend to
subscribe to cable more heavily. Non-subs
are frequently older, with generally lower
income.

Source: Industry executives, Wall Street analysts, CTAM, NCTA

million homes get DirecTV, EchoStar, Primestar
or C-Band, but industry analysts estimate that a
third of those keep basic cable for local stations
and 3 million more get local signals over the air.)
That could cut the loss of reach to 16 million-17
million homes.

And, of course, a whole lot of people are steal-
ing cable. Operators don’t collect subscription fees
from people drilling out traps in junction boxes to
steal basic cable, but networks do get to sell their
eyeballs to advertisers. Theft is highest in larger
cities that advertisers want to reach. The National
Cable Television Association’s Office of Signal
Theft estimates that 10 million homes are stealing
basic cable. That would leave about 6 million-7
million homes out of reach.

But how many of those homes do networks real-
ly care about? Broadcast and cable executives note
that cable penetration among strong demo adults

COVER STORY

tends to be higher than average, so NBC or ABC’s
losses might not be that bad. TBS Inc., for exam-
ple, said that basic cable and DBS penetration
among adults 18-49 is 79%, about 9 points higher
that the average for all TV homes.

“The advertising marketplace has certainly rec-
ognized that they’re only paying for part of our
audience,” said one broadcasting executive. “Cer-
tainly there is a premium for mass distribution. But
you can make a case that you aren’t missing a
whole lot of reach that you presently have.”

However, a 1998 survey of 1,000 non-
cable/DBS homes by cable marketing trade associ-
ation CTAM, titled Muliti-Channel Video Non-Sub-
scribers, found that just 34% of non-subscribers
are over 50, leaving 66% that are 18-49. However,
the total household income of 42% of non-sub-
scribers is less than $30,000 a year, making them
fairly unattractive to advertisers.

What about the revenue side? That depends
heavily on the license fee NBC or ABC could
charge. Right now, the bigger basic networks are
generally getting 50 cents-75 cents per subscriber,
with ESPN closer to $1. A broadcast network
would want “higher than any existing basic cable
network,” said one broadcast executive.

With nationwide distribution outside the O&O
markets, that could ultimately give a network 49
million paying subscribers. At that full penetra-
tion, a $1 monthly license fee would generate
about $650 million in annual revenue—enough to
offset a 20% hit in ABC’s ad revenue. A $1.50 fee
could yield $880 million in revenue, enough to
offset a 27% hit.

“I think it could be done at 50 cents,” said an exec-
utive with a network not considering a cable plan.

But a revenue hit exceeding 27% is readily con-
ceivable, securities analysts said. Not only would
NBC or ABC be reaching many fewer eyeballs,
but advertisers might compress ad rates. Wolzien
noted that TNT and USA Network often sell the
same demoes for 40%-50% less than broadcast
networks. If advertisers started treating the broad-
cast network like a cable network, “thein CPMs
could go way down.” [ ]

his case. Retlaw recently
agreed to be acquired by
Fisher Broadcasting of Seat-
tle. And, he says, CBS signed

would reconsider their stand.
CBS afftiliate board chairman
Paul Karpowicz says he
wants to know why its is so

off on the deal
without any
attempt to rene-
gotiate terms.

But Schruth
stresses that the
Retlaw case
doesn’t mean
the network
won’t have
“discussions
and debates on
issues that
affect us both
at the appropri-
ate time.”

The flap
over the owner-

“We take it as a sign of
the times that the
networks are trying to
take advantage of
[station sale]
opportunities,” says one
broadcast source. “They
think they can use them
to get leverage over us.”

ship rules
reached a point last week,
where both NBC and Fox
were threatening to leave the
NAB if it continues to lobby
for maintaining the current
cap. But by the end of last
Monday’s television board
meeting, the networks agreed
to stay put even though the
NAB board hadn’t budged on
its position. And some affili-
ates suggested that they

crucial for the network to get
a raised cap.

Both Fox and NBC are
NAB members, but sources
say neither network has made
a final decision whether to
remain. “If the NAB is going
to work against us, what is the
point of staying a member?”
asks one lobbyist. And NAB’s
staff lobbyists are'obligated to
represent the position of its

board on Capitol Hill and at
the FCC, which means the
association will be lobbying
directly in opposition to the
networks (see sidebar).

“We take it as a sign of the
times that the networks are
trying to take advantage of
every one of those opportuni-
ties,” says one broadcast
source. “They think they can
use them to get leverage over
us, which is inappropriate.
We are just trying to make a
modest license transfer and
then the networks try to rene-
gotiate the whole deal.”

One network lobbyist
expressed frustration with the
stations. “We’ve spent mil-
lions in time and effort on the
direct-to-home satellite
issues. That’s their issue. But
when we want something like
greater ownership, it's ‘Oh,
the big bad networks.’ They
[the affiliates] aren’t exactly
mom and pop operations.”

On the broader issues, ABC
was expected to present the
broad strokes of a comprehen-
sive plan to its affiliate adviso-
ry board this'week. But late
last week, according to a
source, “it’s just not there yet.”

Ready or not, talks
between ABC executives and
the affiliate advisory board
will still take place. The net-
work thought at one point
that the aftiliate plan would
be ready for discussion at
NATPE, but that now appears
unlikely, sources say.

Randy Falco, president,
NBC, says he hopes to “zero
in” on a broad outline of a
comprehensive proposal by
the time the network meets
with its affiliate board in New
Orleans next week just before
NATPE. But he doesn’t
expect a detailed plan to be
pitched to affiliates before
spring.

Falco confirmed last week
that the joint venture proposal
put forth by his predecessor
Neil Braun last spring has
been spiked. “Most of the
affiliates were not terribly
interested in going forward

with that,” he says. “Most of

my discussions with the affil-
iate board over the past cou-
ple of months have tried to
identify what’s important for
both sides, and how to main-
tain the viability of the'sys-
tem within the current local

broadcast station model.”

In a nutshell, he says, the
affiliates care about NBC’s
“commitment to the current
system” and program exclu-
sivity. The network’s agenda
includes “reducing the over-
all cost of the distribution
system.” Subsets of that issue
are compensation, promotion
and advertising, affiliate-net-
work ad inventory splits and
clearance issues. Jointly
exploiting the digital spec-
trum is also high on the agen-
da, he says. “We want to get
away from the narrower dis-
cussion of dividing the pie to
the broader discussion of
growing the pie.”

“The viability of the cur-
rent distribution system is
important to all of us,” Falco
says. “I still strongly believe
in the local broadcast model,
but we need to strike the right
balance. Compensation costs
have got to come down and
local promotion and clear-
ances have to improve.”

But right now the system
favors the affiliates and puts
the network at a disadvan-

“tage, he'says. “There is an

imbalance.” [}
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ALREADY SOLD IN OVER 70% OF THE COUNTRY!

NEW YORK
LOS ANGELES
CHICAGO
PHILADELPHIA
SAN FRANCISCO
BOSTON
DALLAS
WASHINGTON, DC
DETROIT
ATLANTA
HOUSTON
SEATTLE
CLEVELAND
TAMPA

MIAMI
PHOENIX
DENVER
PITTSBURGH
ORLANDO
PORTLAND, OR
BALTIMORE
INDIANAPOLIS
SAN DIEGO
CHARLOTTE
RALEIGH
MILWAUKEE
CINCINNATI

WNYW
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WTXF
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KDAF
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WiIBK

WATL

KRIV
KING/KONG
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WNUV /WBFF
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WXIX
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KANSAS CITY KMBC/KCWE
GREENVILLE-S-A WSPA/WASV
SAN ANTONIO KABB/KRRT
BIRMINGHAM WBRC
NORFOLK WAVY

NEW ORLEANS WNOL
MEMPHIS WHBQ

WEST PALM BEACH WEFLX
GREENSBORO WGHP
JACKSONVILLE WJWB
FRESNO KAIL

LAS VEGAS KVVU

LITTLE ROCK KLRT/KASN
TULSA KOKI/KTFO
AUSTIN KTBC
RICHMOND WTVR
MOBILE WALA
SOUTH BEND WBND
COLUMBIA, SC WOLO
JACKSON, MS WLBT
BATON ROUGE WAFB

RENO KRXI1/KAME
AUGUSTA WRDW
FLORENCE WPDE/WWMB
CHARLESTON, SC W(CSC

AND MORE!

AVAll.ABl.;/ ALL 1999

-
Telepiclures
DISTRIBUTION
ntertainment Company.

A Time Warner E o
©1999 Warner Bros. All Rights Reserved



ALTV
Highlights

All events are slated for the
Morial Convention Center.

Monday (Jan. 25)

= Opening session: State-of-
the-industry addresses by ALTV
Chairman Stuart Swartz, KmsP-
Tv Minneapolis-St. Paul, and
ALTV President James Hed-
lund. 9:30-10 a.m. Rooms 243-
245

» Panel session: The Grand Inqui-
sition—FCC Commissioners
Susan Ness and Harold Furch-
gott-Roth; Larry Irving, head of the
National Telecommunications and
Information Administration; Barry
Baker, Sinclair; Tony Cassara,
Paramount Stations; Dennis
FitzSimons, Tribune Broadcast-
ing; Kevin O'Brien, KTvu-Tv San
Francisco, and John Siegel, Unit-
ed Television. 7171:15-Noon.
Rooms 243-245.

m Luncheon: Keynote speech by
House Telecommunications
Subcommittee Chairman Billy
Tauzin (R-La.); presentation of
ALTV Distinquished Service
Award to William Frank, retired,
Chris Craft-United Television
Broadcast Group. 712:30-2 p.m.
Rooms 356-357.

m Panel session: A Network Per-
spective—Susanne Daniels, The
WB; Steven Glick, William Morris
Agency; Larry Jacobson, Fox;
Tom Nunan, UPN; Jeff Sagansky,
Pax TV, and Marc Schacher, Tri-
bune Broadcasting. 2-3:30 p.m.
Rooms 243-245.

= Panel session: A Syndication
Perspective—Joel Berman and
Frank Kelly, Paramount; Scott
Carlin, Warner Bros.; Stephanie
Drachkovitch and Janice
Marinelli, Buena Vista; Lawrence
Lyttle, Big Ticket Television; Jim
Paratore, Telepictures, and John
Ryan, Worldvision Enterprises.
3:30-5 p.m. Rooms 243-245.

m Address: Senate Commerce
Committee Chairman John
McCain (R-Ariz.). Rooms 343-
345.

he 36th Annual
NATPE Confer-
ence & Exhibi-
tion gets under-
way next week in New
Orleans with more than
700 different exhibitors
from around the globe
selling their wares. Of
those coming to the con-
ference, more than 300
are from outside the
United States. And not
surprisingly, it’s the
international markets that
are driving up attendance
and the amount of dollars
(or whatever form of cur-
rency is being used) that
will be changing hands.
This year, the confer-
ence floor will feature
more than 400,000 square
feet of exhibition space
and multimillion dollar
booths from some of the
top domestic syndicators.
So far, registration is
outpacing last year’s by
3% and international
registration is up 6%
over last year, according

BroadcastingsCale

to NATPE executives.
Last year, 17,250 people
attended the convention.
For the first time, there
will be a pavilion from
Israel on the conference
floor along with a Swiss-
Belgium pavilion featur-
ing four different pro-
duction companies.

The highlights for
Monday, Jan. 25, include
the all-day ALTV (Asso-
ciation of Local Televi-
sion Stations) session, the
“2nd Annual NATPE
International Forum” and
“The Cable Connection
Luncheon” sponsored by
the National Cable Tele-
vision Association.

Tuesday, Jan. 26, kicks
off with NATPE’s “Coffee
With...” series, featuring a
7:30 a.m. chat with Ally
McBeal producer David E.
Kelley. CNN’s Larry King
follows with opening
remarks at 9 a.m. and the
NATPE Creative Achieve-
ment Award presentation
for Imagine Entertain-

What’s inside

ment’s Ron Howard and
Brian Grazer.
Wednesday, Jan. 27,
gets going with South
Park creators Trey Parker
and Matt Stone handling
the “Coffee With...”
chores at 7:30 a.m.
Howard Stern will
address the general ses-
sion, and Hearst-Argyle’s
John Conomikes’s will
receive the Chairman’s
Award at 9 a.m.
Thursday, Jan. 28, is
Internet day at NATPE,
with various sessions
and demonstrations
about the industry. The
conference will close
Thursday night with a
“NATPE Wrap” party
featuring The Neville
Brothers and Dr. John.
Other interesting events
next week include a
Washington Update ses-
sion with Senator John
McCain, the traditional
SK-run, as well as a num-
ber of parties sponsored
by the major studios. =

The broadcasters speak

Station managers aren’t thrilled with
the new syndicated programming,
according to BROADCASTING &
CaBLE’s annual NATPE survey. / 30

The view from the top

Here’s a quick look at the 17 compa-
nies—from Alliance Atlantis to
Worldvision—that dominate the syn-
dication marketplace. / 36
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The NATPE universe

A complete listing of who will be
offering what programming next
week at the New Orleans conven-
tion center. / 75

NATPE
Highlights

All events are slated for the
Morial Convention Center.

Tuesday (dJan. 26)

» Coffee with David E. Kelley,
creator of Ally McBeal, The
Practice, Chicago Hope and
Picket Fences. 7:30-8:45 a.m.
Room 245.

» General Session: Larry King
interviews Bill Maher and Martin
Short. Presentation of the Cre-
ative Achievement Award to
Imagine Entertainment (Ron
Howard and Brian Grazer
accepting). 9-170:15 a.m. La
Nouvelle Orleans Ballroom II.

# Seminar: Digital/HDTV
Update—Jill Botway, The Bot-
way Group; Colleen Brown, Lee
Broadcasting; Preston Davis,
ABC-TV; Alan McCollough, Cir-
cuit City, and Pat Scott, Fisher
Broadcasting.11:45-1 p.m.
Room 345.

» Exhibition: 10 a.m.-6 p.m.

Wednesday (Jan. 27)

» Coffee with Trey Parker and
Matt Stone, creators of Comedy
Central's South Park. 7:30-8:45
a.m. Room 245.

w General session: Address by
radio and TV personality
Howard Stern. Presentation of
the Chairman’s Award to John
G. Conomikes, Hearst-Argyle
TV. Address by NATPE Chair-
man Bruce Johansen. 9-10 a.m.
La Nouvelle Ballroom II.

» Seminar: The Economics of
Media—Jessica Reif-Cohen,
Merrili-Lynch; Mario Gabelli,
Gabelli & Associates; Larry Ger-
brandt, Paul Kagan Associates,
and Bud Paxson, Pax TV.
10:15-11:30 a.m. Room 345.

» Exhibition: 10 a.m.-6 p.m.
Thursday (Jan. 28)

= Seminar: Video on the Inter-
net—Brian Black, Pittard Sulli-
van; Nick DeMartino, American
Film Market, Ed Hugeuz, InterVu;
Ken Park, Hyperlock Technolo-
gies, and John Reed, Source
gﬂe5dia. 10:30-11:45 a.m. Room
45,

» NATPE Wrap Party featuring
Dr. John and the Neville Broth-
ers. 7 p.m.-Midnight, Genera-
tions Hall.

= Exhibition: 10 a.m.-6 p.m.
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Stations: Syndie quality is lacking

While ‘Squares’ and ‘Friends’ get high marks for this season, stations say syndication gruel is thin for 1999-2000

By Steve McClellan

tations say they need talk

shows more than any other

kind of program for the 1999-

2000 season. But they also
say they’re disappointed with the talk
shows now being offered and much of
the rest of the proposed new programs
from syndicators.

That’s one finding from BROAD-
CASTING & CABLE’s 1999 survey of
top TV station managers.

Some 30% of the 116 managers
polled in the survey cited talk shows
as their biggest programming need, up
from 21% a year ago. But 42% of
those citing talk as their biggest need
said they couldn’t identify any
prospects among the new crop that
they would consider purchasing.

And two-thirds of the respondents
citing dissatisfaction with the new
syndicated shows said the problem
was a lack of quality or creativity.
Sixty-three percent said that talk
shows, as a category, suffer for the
sleazy, tasteless subject matter in
which some shows indulge.

When asked which new show they
thought had the best chance to succeed,

45% said they didn’t know. The Martin
Short Show, the proposed new talker
from King World Productions, was
cited most often as the new entry with
the best prospects, but only by 8.6% of
the sample. Let’s Make A Deal and the
new Divorce Court tied for second,
each cited by 6.9% of respondents.

As for the current freshman class,
36% cited Hollywood Squares as the
best new syndicated show of the
1998-°99 season. Another 9.5%
judged Judge Judy the best (although
that show is in its third year), while
8.6% cited Friends, which bowed as
an off-network show this season.

Despite some softness in the third
and fourth quarters of 1998, almost
60% of the respondents reported that
the broadcast economy in their markets
last year was better than in 1997. And
57% said they expect 1999 to be better
than 1998. Only 8% forecast their
markets to be worse off this year than
last, while 27% said they expect market
conditions to be about the same.

However, station managers also
sounded a strong note of caution about
the current business environment in
their markets. Almost two-thirds
(62%) characterized the broadcast

economies in their markets as either
stagnant (55%) or depressed (7%).
Only 38% characterized their markets
as robust. Compared to last year, that’s
almost a complete reversal. In the 1998
survey, 66% said their markets were
robust; 30% said their markets were
stagnant and just 2% characterized
their markets as depressed.

On the issue of hard-liquor ad-
vertising, 94% of this year’s respon-
dents said they have not carried and are
not considering carrying such ads. The
remaining 6% said they had or were
considering carrying hard-liquor ads. A
year ago, responding to the same
question, 11% of the station GMs quer-
ied said they had or were considering
hard-liquor ads, while 89% said they
weren’t. But the overwhelming major-
ity of those surveyed—73%—said
stations should have the right to air such
ads if they choose to. Only 27% said
stations should not have the right.

Among the fledgling networks, The
WB was once again this year voted
most likely to survive. Eighty-seven
percent said at least one of the two
networks that debuted in 1995—The
WB and UPN—would survive, and
84% of those said it would be The

WB. Sixteen percent cited UPN.

As for the new PaxTV network that
bowed in August, the naysayers
outweighed the believers in the
survey. Fifty-one percent say Pax will
sink, while 38% say it will swim.

A majority of those surveyed favor
permitting some form of TV duopoly—
ownership of two TV stations in a
market. More than 60% said they favor
co-ownership of two UHF stations or a
U and a 'V in the same market. But 56%
said they don’t favor permitting the
same owner to have two V’s in the
market. Those results are basically in
line with last year’s survey.

By a margin of about two-thirds,
station managers said they believe
existing local marketing agreements
should be grandfathered if the FCC
rules against allowing additional
LMAs in the marketplace. And, by a
margin of eight percentage points
(53% to 45%), respondents favor
lifting the national TV ownership cap
above the current 35%.

As for digital TV, 69% of the
respondents said their stations would
switch from analog by the end of
2003. Fourteen percent of the
managers said their stations would

TAKING THE PULSE

BROADCASTING & CABLE'S ANNUAL STATION SURVEY

v Of all the new syndicated programming you

have heard about for 1999, which

do you feel has the best chance of

8.6%

Broadcasting & Cable polled 116 station
general managers. The following is their

take on today’s programming marketplace.

9 Generally speaking, are you satisfied or
dissatisfied with the ratings performance so far
of the new syndicated shows you bought for

success? the 1998-99 season?
p What is your
station’s biggest
Pfogfgmg“"g "e?)d right Dissatisfied Satisfied
now (by daypart)? 52% 48%
Drew Carey Let’s Make Divorce  Martin
a Deal Court Short
O e Wy s |
| 2] - :

B What was the o ol Bl oot nlees D""'“’k,mfm 64 Generally speaking, are you satisfied or
best syndicated answer dissatisfied with the quality of the new
show of 19987 p 30%  30% syndicated shows available for the 1999-2000

: What le vOUft = season?
_ station’s bigges -
mgmm;m) programming need Don’t know/
right now (by genre)? no answer
22%
8.6% 9-5%
o Dissatisfied Satisfied
3% xS 34% 44%
26%  2.6%
L 4 | mem B
Judge Friends  Judge Judy Hollywood Action Court Movies Reality/ Talk Sitcoms Other/
Mills Lane Squares hours  shows magazine don't
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convert by the end of 1999. Another
8% said they'd convert in 2000: 15%
said 2001: 249% said 2002. Another
9% cited 2003 as the conversion year.
while 24% said they didn’t know.

But look tor delays. In last year's
survey. 27% of the respondents said
they would switch to digital by the
end of 1999, with 5% citing 2000;
6%. 2001. and 13%. 2002.

Digital cost estimates are also

How much will your station
invest in DTV over the
next three years?

Average: - o

rising. On average. according to the
survey, stations will invest $3.5
million in digital television over the
next three years. up from $2.6 million
in last year's survey.

Investment totals vary widely by
station. For example, 12% of the
sample said their stations” investment
would total less than $1 million. But at
the other end of the spectrum. 7% said
their stations would spend more than
$6 million on digital. Interestingly. not
all of those big spenders are in the
major markets—half of those $6
million-plus investors are in the top S0
markets. while the other half fall in

v Talk shows have been criticized for sleazy,
tasteless content. Have you seen noticeable

improvement?

Yes—37%

No—63%

p In light of the concerns about talk shows, is
selling them to advertisers more difficult, easier

or about the same?

More difficult
28%

Over the past year, has your cost of first-

run syndicated shows
increased, decreased
or stayed about

the same?

52.6%

33.6%

8.6%
Decreased Increased About
the same

NATPE

markets 51 and below.

More stations now believe that
multicasting—the broadcasting of
multiple channels of standard definition
TV—hold more promise for digital TV
than felt that way a year ago. In the
cuirent survey. 62% cited multicasting.
compared to 52% a year ago. Twenty-
eight percent this year said high
definition holds more promise. down
from 37¢% who felt that way a vear ago.

While a majority of respondents
believe NATPE still serves a useful
business purpose. only about half
(51%) said they would attend this
vear's convention. That's down from
64% last year. In the 1998 survey,
73% of those responding said they felt
the show served a useful business
purpose. In the current survey. 67%
said they felt that way:.

Programming costs continue to rise
for many stations, according to the
survey. Forty-seven percent of those
surveyed reported an overall increase
in programming for 1998. That's
slightly higher than the previous
survey. where 45% reported overall
programming price hikes.

This year, 42% of the sample re-
ported programming costs to be about
the same as the previous vear. In the
previous survey, 36% reported pro-
gramming costs (o be about the same as

28.2%

231 I

decreased or stayed
the same?

35.3%

Decreased

34.1%

124

If your first-run shows
have increased, what
was the percent
increase?

15.4%

0%-5% 6%-10%  11%-

W Over the past year, has your cost of off-
network shows increased, ¢, ¢,

. l

Increased

If your off-network
shows have increased,
what was the percent

4
1388

.5
-

The WB: Most likely to succeed

Among the fledgling networks, The WB was once again this year voted
most likely to thrive. Eighty-seven percent said at least one of the two
networks that debuted in 1995—The WB and UPN—would survive and
84% of those said it would be The WB. Sixteen percent cited UPN. The
B&C survey has tracked the prospects of the two weblets since their
debut in 1995. At launch, the sentiment was decidedly in favor of UPN.
Asked in December of 1994 which of the two startups was likely to
survive, 64% cited UPN, while 21% cited WB and 15% said they didn't
know. A year later. UPN gained more ground, with 70% believing it was
more likely to survive. But by the end of 1996, there was an abrupt switch
in sentiment, as the WB started to gain traction, ratings and headlines
with such shows as Buffy the Vampire Slayer and Dawson's Creek. In the
1997 survey, 52% of those who thought only one new network would
make it cited The WB. while 48% cited UPN. Last year, as The WB's
ratings momentum grew, so did the percentage of station managers
citing it as the weblet with the mostest, by a margin of 60% to 33%.

As for the new PaxTV network that bowed in August, the naysayers
outweighed the believers in the survey. Fifty-one percent say Pax will sink,
while 38% say it will swim. Last year, before the launch, 57% said they
didn't think Pax would work, while 30% said they thought it would. []

the prior year. Thirty percent reported
programming cost hikes of up 1o 5% in
1998. while another 24% cited in-
creases of up to 10%. Another 13% said
their programming costs rose between
1% and 20% during the past year.

A slightly greater percentage of the
sample reported rising costs for oft-
network than did those reporting price
hikes for first-run programs. For oft-
network shows. 35% reported price

15.4% 15.4%

20% More
than 20%

Don’t know/
no answer

liquor ads?

>

About Don’t know/
the same no answer

increase?
19.5% 19.5%
17.1%
9.7%
5.2%
Don't know/ 0%-5% 6%-10%  11%-20% More Don't know/
no answer than 20%  no answer

increases. while 53% said off-network
prices were about the same as a year ago.

For first-run shows. 34¢% of the
sample reported price hikes. while
529% said prices were in line with the
previous year.

A little more than half the sample—
53%—said their programming bud-
gets increased. while 11% reported a
smaller budget for 1998 and 35% said
the budget remained the same. (]

WCompared to a year ago, is your station’s
program acquisition budget greater, smaller
or about the same?

Greater
53%

WHave you carried or are you considering
carrying hard-

Yes

W Should stations have the right to carry
hard-liquor ads?

Yes
73%
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W Does the NATPE convention still serve a
useful
Don’t

purpose? 9 6% LKA now

Yes
67%

WWillyou Don’t know g 2%

attend NATPE
this year?

WWhat about owning two UHF stations?

No :
34% Don't
know

3%

Yes
63%

WHOW would you characterize the current
broadcast economy in your market?

Depressed Robust

38%

Stagnant
55%

W If the FCC bans new local marketing
agreements, should existing LMAs be
grandfathered?

Don’t
know
2%
Better y
59% es -‘1
. g 65% 28
xy e -‘é‘éﬁv

WHOW did the broadcast economy in 1998
compare with
19977

Yes
51%

WWhen

you attend
NATPE, how

What is your forecast for the broadcast
economy in your market in 1999?

WShouId the FCC raise the national owner-
ship cap above the current 35% of television
homes?

. Don't

useful do
you find

the panel
sessions
and speeches?

know

e WHOW

useful do
you find the useful 22%
opportunity
to browse
24.1% the exhibit
floor?

Very useful
37%

yWhen did your

station or do you
expect your station

W Bud Paxson launched a new network, Pax
TV, last August. Do you think it will succeed?

to broadcast a Not very
b Yes second digital ~ 155% useful
ey 38% television W Somewhat 10%
service? 10% s 6% M useful 249, -
useful is the
opportunity to

% 2% 17% network with Very useful
2nd 1st 2nd 2000 2001 2002 2003 2004 2005 Don't CO"GHgUeS? 66%
half  half half or later know
1998 1999 1999
Woo you favor permitting one company to W . a 41%
own two VHF stations in the same market? Which holds more promise for DTV: @
HDTV or multicasting—that is, multiple At a typical NATPE,
Yes channels of standard how many programs
Don't 41% definition TV? do you usually buy?
know Don't
3% know 2%
7%

Multicasting 4

0
62% * ; None One or two Three or four
o . 17%

Wlf you had to start over
in the media business,
which medium would you

Fuve or more

WWhat about owning a UHF and VHF? W Do you Bottinew

Don't know feel local cable g0, 3%
3% systems should

be required choose?
to carry
Yes ypur DTV Yes
62% signal? 94% 8% 10%

. W °

Cable DBS Internet  Broadcasting  Other
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WOMEN 18-49

MWARKET AFFILIATE TIME 2ERI0D % SHARE CHANGE  Nov.'9? '
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N KNOW WHERE T0 LOOK!

TO COAST, MAURY'S UP WITH WOMEN 18-49

YEAR-TO-YEAR GROWTH
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The view from the top

Hundreds of companies will be selling TV shows
at NATPE next week, but these 17 stand out for

he upcoming

NATPE Confer-

ence in New

Orleans features
the best new TV pro-
gramming available in
the syndication market—
not only in the U.S., but
arguably throughout the
world. On the tloor of the
Ernest N. Morial Con-
vention Center next week
will be a who’s who
among Hollywood’s TV-
studio elite.

This week BROAD-
CASTING & CABLE is tak-
ing a look at 17 of the top
domestic syndication stu-
dios and examining each
company’s history, exec-
utives and their current
slate of programming.
Some of the studios like

Pearson

Columbia TriStar and
Studios USA (formerly
Universal Television)
have been in the business
from the early days of tel-
evision, while others like
Eyemark, New Line,
PolyGram, Rysher and
Carsey-Werner are rela-
tively new entrants.
Then there are the
companies that have pro-
duced some of the pre-
mier first-run shows in
syndication over the last
decade such as King
World, Twentieth Televi-
sion, Warner Bros.,
Buena Vista Television,
Tribune Entertainment
and Worldvision. And
increasingly foreign-
based syndicators have
become important play-

their size, their history and their ambition

sion and Alliance
Atlantis Communica-
tions having recently
entered the U.S. market
in rather grand fashion.
But with cable, satel-
lite and online media
joining the entertainment
fray, syndicators both
old and new are facing
new challenges as the
mitlennium approaches.
Many of the major stu-
dios now have ties with
broadcast station groups.
Consequently, distribu-
tion outlets for independ-
ent studios are becoming
increasingly tighter.
However, those studios
with proven off-network
product and strong first-
run programs continue 10
cash in on the riches that

MGM,  Paramount, ers, with Pearson Televi-  syndication brings.

COMPANY PAGE
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Alliance Atlantis Communications

Braving new worlds

Newly merged Canadian company seeks larger slice of U.S. pie

By Joe Schlosser

ast July, Alliance Communica-

tions and Atlantis Communica-

tions Inc. announced plans to

merge and create Alliance
Atlantis Communications.

The Canadian-based film and tele-
vision production company is now the
largest such studio north of the border
and it is looking to grab a bigger share
of the U.S. market, an area in which
Alliance Atlantis has already proven
itself with various made-for-TV
movies and one-hour dramas.

And it has already made its mark in
the U.S. syndication business, partic-
ularly with one-hour action-hours. At
this year’s NATPE convention,
Alliance Atlantis is offering three new
action-hours: BeastMaster: The Leg-
end Continues, Peter Benchley s Ama-
zon and Total Recall: 2070. All are
joint efforts with U.S.-based syndica-
tors. The company also has a hand in
at least four other returning action
series in search of renewals for the
1999-2000 season.

Peter Sussman, Alliance Atlantis’s
president of entertainment, says the
timing was right for both Toronto-
based companies to come together
last summer.

“As we watched the consolidation
around us, whether is was Time Warn-
er or Disney and ABC, it was pretty
clear that we had to get bigger—and
we still have to get bigger than we

‘Nightman’

are.” says Sussman, who moved to
Los Angeles in 1991 to help Atlantis
get started in the U.S. TV market.
“But it was a natural merger because
we had many overlapping businesses
and it was a very efficient way to
attack the future.”

Last year the combined company
delivered 240 hours
of new television
programming. That
figure is expected
to exceed 350
hours this year,
with sales to almost
every major net-
work in Canada
and the U.S. and to
networks in more
than 200 other
countries.

Prior to the merg-
er, the combined
market capitaliza-
tion of the compa-
nies was more than
$600 million and
the combined pro
forma revenue in
the current fiscal
year ending March 31 is projected to
be more than $750 million. Outside of
syndication, the merged company is a
major player in the international film
market. It produces a number of net-
work series, including UPN’s current
Legacy and it owns a number of Cana-
dian cable channels, including a Cana-
dian version of Scripps-
Howard’s Home and Garden
Television.

Alliance Atlantis does not
have a U.S. syndication arm,
so the company has always
had to align itself with an
American-based distributor to
launch a show here. So far
Alliance Atlantis has matched
up with Tribune Entertain-
ment for three action hours
(Gene Roddenberry’s: Earth
Final Conflict, Nightman and
BeastMaster: The Legend
Continues); Eyemark Enter-
tainment for two projects (PS/
Factor: Chronicles of the
Paranormal, and Amazon);
and PolyGram for two (The
Crow: Stairway to Heaven
and Total Recall). Alliance
Atlantis has also worked with
All American (since acquired
by Pearson Television) on The
Adventures of Sinbad for two
seasons

On almost all of these joint
efforts, Alliance Atlantis gave
up distribution rights to the
U.S. market, while retaining
the international syndication
rights. “Our company philoso-
phy has always been to have a

‘Final Conflict’

I 4
1999

lot of friends and we have done that,”
Sussman says.

He says the company will continue
to remain a strong producer of action-
hours for both the international and
U.S. marketplaces because it is con-
sistent with the company’s basic cor-
porate strategy. But Alliance Atlantis

will not be entering into the talk show
business or become involved in any
other syndicated show genres in the
near future, Sussman says. The com-
pany wants to build up a library and
talk or news magazine-type strips are
good for “basically one time only,” he
says.

As far as starting up its own distri-
bution division in the U.S., he says
that idea may become a reality for
Alliance Atlantis.

“The question is often asked of us
and if you map out the most natural
growth strategy for this company, that
would certainly be one of them in the
strategy,” Sussman says. “l cannot
deny that we may well do that, but we
Jjust think if we are going to do it, we
got to do it right. We are not going to
rush into it.” =

‘Total Recall’

=
=i

Alliance
Atlantis

121 Bloor Street East
Toronto, Canada M4W3M5
(416) 967-1174

808 Wilshire Blvd.
Santa Monica, Calif. 90401
(310) 899-8000
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Peter Benchley’s Amazon,
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Buena Vista Television

More than just cartoons

Eisner-engineered TV unit sells Disney library, off-net and first-run

By Joe Schlosser

n 1984, Michael Eisner left Para-

mount Pictures to become chair-

man of The Walt Disney Co. After

he arrived at the house that Mick-
ey built, Eisner quickly engineered
new enterprises. One of those was the
creation of a television division that
could sell and distribute the large Dis-
ney movie and cartoon library.

“When Eisner came in, he realized
there wasn’t a syndication division
and if they really wanted to exploit the
library, they had to start up a full-time
staff to do so,” says current Buena
Vista Television President Mort
Marcus. “Thus Buena Vista
Television was created.”

The first thing Buena Vista
Television executives did was
package a number of the classic
Disney films for syndication. A
two-hour block of Disney’s filims—
including movies such as The Love
Bug and Old Yeller—was sold to sta-
tions.

Buena Vista Television has since
grown into one of the top syndica-
tion divisions in Hollywood, pro-
ducing a number of first-run
series, selling the latest Disney
film and network products (Mira-
max, Touchstone) and recently
running Disney’s successful pay-
per-view distribution arm.

In 1986, Buena Vista executives
attained the rights to the syndicated
weekly series Siskel/ & Ebert, which is
still running strong. In 1988, the division
launched its initial first-run syndicated
offering. A day and date talk show with
Regis Philbin and Kathie Lee Gifford
was given the green light and
was produced out of New
York. And
the game
show
Win

‘Livewith Regis & Kathie Lee’

98 BROADCASTING & CABLE / JANNARY 18,

Lose or Draw was produced out of Dis-
ney’s L.A. studios. Today, Live with
Regis and Kathie Lee is in its 10th sea-
son in syndication and still ranks among
the top talk shows in the Nielsen ratings.

After that, Buena Vista created “The
Disney Afternoon,” a block of chil-

‘Honey, | Shrunk the Kids’

dren’s animated programming that has
become a staple of the company. In
1990, the division launched the two-
hour package with such series as Duck
Tales, Disney's Adventures of the
Gummi Bears and Tale Spin. “The Dis-
ney Afternoon” lasted until 1997,
when Buena Vista introduced a num-
ber of new animated series for syndi-
cation and teamed up with cereal
giant Kellogg’s for “The Disney-
Kelloge Alliance.” And this fall,
Buena Vista re-sold the two-hour
block to UPN affiliates and is cur-
rently clearing the soon-to-be-
named animation package to other
stations as well.

Buena Vista also
began selling the
off-network rights
to a number of
Disney-produced
network series
such as Home
Improvement, The
Golden Girls and
Empty Nest. And
company execu-
tives are currently
selling a second-

cycle of Home
Improvement, which
in the early 1990s
garnered some of the
highest stakes the off-
network marketplace

388

"‘-\
o
. Dboard. And | have no qualms with

had ever seen for a sitcom.

In 1996, Disney acquired ABC and
Buena Vista Television was placed
under ABC chief Bob Iger’s control. In
similar mergers, such a relationship
between a syndication studio and a net-
work that owns a chain of powerful
local broadcast stations would probably
be a synergistic bonanza. But the ABC
owned-and-operated stations currently
have the rights to three of the most
powerful first-run syndicated shows in

the business and time periods are

hard to come by.

“Since we acquired ABC not too
much has changed for us,” says
Marcus. “The ABC stations have
continued to renew [King World’s]

Wheel of Fortune and Jeopardy for

access and Oprah for daytime, all
of which they had before we got on

that. If you were a station, you
would want to renew those shows as
well.”

In 1997, Buena Vista developed two
new first-run series, including the
weekly action series Honey, 1 Shrunk
the Kids with actor Peter Scolari. The
studio is currently renewing the series,
but its Keenen Ivory Wayans Show
failed to make it past year-one in
mostly late-night time periods.

This season Marcus has three origi-
nal series available in syndication:
The Ainsley Harriott Show, a remake
of the old game show Let’s Make a
Deal, and a weekly series, Your Big
Break. Harriott, a London-based chef
and personality, is going to try to cook
up some magic with a daily talk show
that will combine his eccentric style
with activities in the kitchen. Lets
Muake a Deal is being sold as a one-
hour series that will be hosted by for-
mer daytime talk host Gordon Elliott.
Buena Vista executives have built a
new studio and are promising bigger
prizes with the same old fun Monty
Hall gave viewers in the 1970s.

Your Big Break is a Star
Search-like talent show that
has become a big hit in
some European mar-
kets. The one-hour
weekend show
takes every-
day people,
puts them in
costume,
sets them

Buena Vista

500 S. Buena Vista St.
Burbank Calif. 91521
(818) 560-7400

EXECUTIVES

ort Marcus
President

Walter Liss
Chairman

Janice Marinelli
Executive Vice President,
Sales

Mike Shaw
Executive Vice President,
Ad Sales

Sal Sardo
Senior Vice President,
Creative Services

Lloyd Komesar
Senior Vice President,
Strategic Research

Kimberly Harbin
Vice President, Publicity

LATEST SHOWS

Let’s Make a Deal; Your Big
Break; Ainsley Harriott; Honey,
| Shrunk the Kids; Live with
Regis and Kathie Lee,
Siskel & Ebert

EVERGREEN

Home Improvement, Ellen,
Golden Girls, Empty Nest

up onstage with a back-up band if nec-
essary, and allows them to imitate their
favorite musician. Your Big Break starts
by taking a look at the contestants at
their day jobs before they are trans-
formed into Michael Jackson or Celine
Dion.

“The contestants actually sing their
favorite song from their favorite per-
former and we put them in an environ-

ment that is as slick as an MTV video
might look,” Marcus says. “We dress
them up, get the strobe lights going
and the whole thing. You won’t
believe how real it looks when we
get it going.” o
‘Home
Improvement'
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Carsey-Werner Company

Winning both ways

After scoring hits for networks, producer now reaping back-end benefits

By Joe Schlosser

ince the early 1980s, Marcy

Carsey and Tom Werner have

produced a number of hit net-

work sitcoms under the ban-
ner of The Carsey-Werner Company.
That roster includes The Cosby Show
(the original), Roseanne, A Different
World, Cybill, Grace Under Fire and
3rd Rock From the Sun.

With so many hits, the production
company naturally decided to start its
own syndication distribution compa-
ny in 1995 to try and exploit many of
those series once they went to the land
of off-network.

Until recently however, Carsey and
Werner—who left ABC in 1985 to
start an independent production com-
pany—did not retain the majority of
syndication rights to such hits as The
Cosby Show, Roseanne or A Different
World. When they left ABC, they
headed straight to Viacom in search of
financial backing. And although the
producers got the necessary financing
from Viacom, in exchange for the

cash, Carsey
and Werner
surrendered a
high percent-
age of the
domestic and
international
syndication
rights to their
most lucrative
series.

“They need-
ed a company
to umbrella
them so they
could have a
completion
guarantee for
all of the pro-
grams that they
were going to
produce,” says
Joe Zaleski,
president of
Carsey-Werner Distribution. “Viacom
was willing to fill that void for a
price.”

The Cosby Show and Roseanne pro-
duced some of the highest
off-network syndication
prices ever when they
first were offered to sta-
tions in the late *80s and
early "90s. And it wasn’t
until after the second
four-year cycle of The
Coshy  Show  and
Roseanne s first four-year
run that Carsey-Werner
finally received the distri-
bution rights to both hit
series. By 1995, with
those two series and
Grace Under Fire prepar-
ing to make its syndica-
tion debut, Carsey-Wern-
er began establishing its own in-
house distribution division.

Zaleski, who originally
sold both Roseanne and

Viacom, was hired to
run the division and
he assembled a full
sales force to pre-
pare for future
endeavors.

“With Grace
Under Fire being
ready for off-net-
work sales and the
return of the owner-
ship rights for series
like The Cosby Show,
Roseanne and A Dif-
ferent World, the tim-
ing was right to set up
our own shop,” Zales-
ki says. “And now we
are preparing to
launch 3rd Rock From
the Sun next fall and

)

The Cosby Show while at g

1688

‘3rd Rock From the Sun’

we’re starting to look into other
things.”

Grace Under Fire was the first off-
network product sold under the
Carsey-Werner Distribution banner,
having been launched in the fall of
1996. Zaleski is also currently
reselling a third cycle of The Cosby
Show for fall 1999. He has just fin-
ished second-cycle sales of Roseanne,
which resumed syndication last fall.
3rd Rock From the Sun is cleared in
over 90% of the country for next fall
and the latest Bill Cosby series on
CBS is being readied for a September
2000 debut.

The company recently acquired the
distribution rights to NBC Studios
one-hour series The Profiler for next
fall and is starting to look into the
first-run syndication business.
Carsey-Werner executives have a
number of game
shows in their

ST

Carsey-Werner

4024 Radford Ave., Euilding 3
Studio City, Calif. 91604
(818) 655-5332

EXECUTIVES

Joseph Zaleski
President

Marcy Carsey
Co-Chairperson

Tom Werner
Co-Chairperson

Frank G. Flanagan
Executive Vice President, Gen-
eral Sales Manager

Dan Weiss
Senior Vice President, Creative
Services
Susan Austin
Senior Vice President,
Research, Strategic Planning
Jerry Leifer
Vice President, Distribution,
Operations
James Anderson
Senior Vice President, Publicity,
Public Relations

LATEST SHOWS
3rd Rock From the Sun, Profil-
er, Cosby

EVERGREEN
The Cosby Show. Cybill,
Roseanne

library, including 7o Tell the Truth and
I’'ve Got a Secret and the division
came close to co-producing an action
series this past season, sources say.
“We're in place already and we
have a full-fledged distribution com-
pany, so all we need is programs to
sell,” Zaleski says. [

‘Grace Under Fire’
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Columbia TriStar Television Distribution

50 years, 58,000 hours

From ‘Burns and Allen’to ‘Seinfeld,’ Sony-owned syndicator remains a leader

By Joe Schlosser

n an effort to enter into the quick-

ly growing television business in

the late 1940s, Columbia Pictures

formed a new subsidiary called
Screen Gems Inc.

Fifty years and a string of ownership
and name changes later, Columbia
TriStar Television Distribution
now sits atop the biggest TV
library in all of Holly-
wood. The Columbia
vaults hold more than
58,000 hours of televi- [
sion series in them,
including classic hits
like Burns and Allen,
Gidget, All in the
Family and The Jef-
fersons. And the stu-
dio continues to pro-
duce or distribute
some of today’s most
popular shows, includ-
ing Seinfeld, Mad
About You, Party of Five
and Dawson's Creek.

“We’ve seen a lot of
different changes here, but
over those 50 years we’ve
acquired and produced a lot of
product that now makes up
our vast library,” says Colum-
bia TriStar Television Distribution
President Barry Thurston. “We have
always tried to be on the leading edge
in whatever we have done, whether it
was an original program or whether it
was a marketing concept. As we turn

into the
next
mil-

Pamela t
Anderson in
‘V.LP’

Y EHL ADCASTING & CABL

lennium, we see our company contin-
uing to stay on top in all the media
that will be available in a digital age.”

Columbia first started syndicating
off-network programs in 1953 under
the Screen Gems aegis and then five
years later began offering TV films to
TV stations. In 1974, the television

NETWORK

Columbia’s latest offering is a daily hour comprising
classic sitcoms from its extensive library.

division changed its name to Colum-
bia Pictures Television and began
concentrating on producing one-hour
dramas for the then three broadcast
networks’ prime time.

In the early 1980s, the company
assumed the rights to the Time-Life
Films library and acquired distribution
rights to series like Charlie’s Angels,
Starsky & Hutch and Fantasy Island.

In 1982, The Coca-Cola Company
acquired Columbia Pictures and shortly
thereafter TriStar Pictures was formed
as a joint venture between CBS, HBO
and Columbia Pictures. Three years
later Coca-Cola acquired Embassy
Communications and Tandem Pro-
ductions and then in 1986 added
Merv Griffin Enterprises to its
company portfolio. Also that

year TriStar Television was
formed and the Screen Gems
division was reactivated to
market library products in
syndication.

In 1989, more changes
were triggered when Japan-
ese electronics giant Sony
stepped in and purchased
Columbia Pictures for $3.4 bil-
lion. Under Sony’s leader-
ship, Columbia TriStar
Television Distribution

was created and the tel-

evision division has
grown in corporate
importance.

I JANUARY 18, 1°LE]

“There was obviously a lot of criti-
cism and a lot of cynicism in terms of
a foreign-owned company coming in,
that they wouldn’t be here long and all
of that,” says Thurston, who joined
Columbia TriStar in 1986. “It has
really been a good marriage though
and we have found that Sony’s influ-
ence is a long-term influence, as
opposed to the typical American
business which generally
thinks for the short term.”

In 1992, Columbia TriS-

tar formed a first-run syn-
dication division and
launched its first origi-
nal strip the next fall,
The Ricki Lake Show.
From there, the compa-
ny has gone on to pro-
duce a number of other
first-run series like this
season’s Donny &

Muarie talk show and the

action-hour VI P. with

Pamela Anderson. The

company has also made

billions of dollars in off-
network syndication sales,
highlighted by last year’s sec-
ond-cycle sale of sitcom Sein-
feld, which is expected to reap
the largest financial rewards of
any show in syndication histo-
ry. The combined first and second
cycle sales of Seinfeld will likely top
the $1 billion mark—with more cycles
of the series to come.

Thurston says the future will likely
hold more of the same for CTTD,
which has recently expanded into
first-run productions for cable net-
works like TNT and The Fox Family
Channel. For next fall, Columbia dis-
closed earlier in the month that it will
bring out a new first-run weekly series
entitled Battledome and a syndicated
rerun network that brings back many
of the old Screen Gems titles. ]

Columbia

Sony Pictures Plaza
10202 W. Washington Blvd.
Culver City, Calif. 90232
(310) 244-4000

EXECUTIVES

Barry Thurston
President

Russ Krasnoff
Executive Vice President,
Programming

Steve Mosko
Executive Vice President,
Sales

David Mumford
Executive Vice President,
Planning and Operations

John Moczulski
Senior Vice President,
Marketing

John Rohrs Jr.
Senior Vice President Sales

John Kissack
Senior Vice President, Sales

Chris Kager
Executive Vice President,
Advertiser Sales and Marketing

Doug Roth
Senior Vice President,
Research

LATEST SHOWS

Donny & Marie, The Newly-
wed/Dating Hour, The Ricki
Lake Show, V.I.P, Screen
Gems Network

EVERGREEN

Seinfeld, Married.. With Chil-
dren, The Jeffersons, | Dream
of Jeannie, Sanford & Son,
Charlie’s Angels, Fantasy
Island, Starsky & Hutch
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Eyemark Entertainment

Martha, Howard, Joy

CBS division goes to NATPE with its largest array of offerings to date

By Joe Schlosser

n the eve of the NATPE con-

ference in 1996, the CBS syn-

dication division now known

as Eyemark Entertainment
was open for business, but just barely.
CBS had been recently acquired by
Westinghouse and the two companies,
which had some overlapping divisions
including a few in the TV business,
failed to finish plans for a restructured
company by the time preparations for
NATPE were in full swing.

The day before the convention, West-
inghouse’s Group W distribution divi-
sion and CBS’ intermational syndication
operation, CBS Enterprises, were
paired. But the new company needed an
executive team with Hollywood savvy
to run the domestic and international
syndication business. The same day, the
top brass at Group W and CBS Enter-
prises acquired one-year-old independ-
ent distributor MaXam Entertainment
and brought its staff of young Los
Angeles executives to the party.Three
months later, the domestic division was
renamed Eyemark Entertainment, while
the international business stuck with the
name CBS Enterprises.

“It was wild—just plain madness,”
says Ed Wilson, co-founder of MaXam
Entertainment and current president of
Eyemark Entertainment and CBS
Enterprises. “We had three booths on
the NATPE floor, and stations were try-
ing 