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Who takes
subscribers
worldwide

or world-class

erformances’?

When music’s hottest superstars take the stage abroad—
HBO?" is there. From the US.S.R., where Billy Joel rocked the
Kremlin, to Rio de Janeiro, where Tina Turner will raise
temperatures in the torrid zone—HBO World Stage is there to
capture the most electric international concert events.
The performances that win rave reviews from fans and critics
worldwide and from subscribers stateside.

So whether it's Cyndi Lauper making music in Paris...
or George Harrison and Ringo Starr making history in London at
the Prince’s Trust All-Star Rock Concert—HBO World Stage
brings home the kind of exclusive, original entertainment that
makes all the world your stage for attracting new subscribers
and keeping the ones you have.

Nobody Brings It Home Like You And HBO.
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sign-ons
RADIO STATIONS Wall Street’s

new respect

RADIO NETWORKS A new and
tough age dawns

SATELLITES Capacity to spare,
except on the TV birds

BACKYARD DISHES Fighting for
their own program pipelines

CABLE OPERATORS The benefits
and pitfalls of deregulation
SMATV Jumping into bed with
cable operators

BASIC CABLE NETWORKS The
double-revenue bonanza

HOME SHOPPING NETWORKS An
infant business starts to shape up
PAY CABLE NETWORKS A second
breakthrough

PAY-PER-VIEW NETWORKS
Capitalizing on the Couch Potato
factor

VIDEOTEX Trying again despite the
curse of the “V” word

VIDEOCASSETTE RECORDERS
Super-VHS opens some eyes
HOME TV DISPLAY Big screens and
buzzwords

VIDEO PUBLISHING Concentrating
on the A list, a tough act for indies
VIDEO RETAILING Strategies vary
in a saturated market

OPTICAL DISCS “CD” is their
family name

GLOSSARY Buzzwords demystified
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*Who's The Boss?”
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FROM THE EDITOR

s eseese

The 1988 Field Guide

he sixth annual Channels Field Guide, while retaining the
components that have made it basic reading for both media experts
and newcomers, continues to change and evolve as Channels
itself—and more importantly, the industry we cover—does as well.
Last year’s Field Guide unveiled a new design, and this year’s annual
state-of-the-industry report updates it with several new features and wrinkles.

The Field Guide retains its primary sections, which divide the fields and
technologies being analyzed. Viewing media fields through these sections—the
Air, Space, the Wire and the Hearth—helps bring organization to a changing
world that by its very nature requires the kind of annual, detailed
reassessment that is the backbone of the Field Guide.

But we’ve also committed more effort than ever to putting the specific fields
and technologies covered here into a broad context—both from a business point
of view and from the important personality side of the industry. We've
expanded both the Perspective and Players sections of the Field Guide as part
of our ongoing efforts to more thoroughly assess the state of the television,
radio, cable and production businesses.

That’s because on their own, the technologies that help drive and define the
modern media are only part of the story. The audience, programming and
advertising-dollar flows are the factors that generally define success and
failure, subjects covered in considerable detail in the Perspective section. In
the expanded Players section, the Field Guide provides more information than
ever on the movers and shakers in communications. After all, few businesses
are as driven by personalities as the media field. And it is through broadeast
Jjournalism, a new topic in the Field Guide, that the impact of the media in our
lives is most clearly highlighted.

Also adding to the mix of the 1988 Field Guide is a cover story or theme for
the edition: a look at the media audience, and in particular why that audience is
being diffused and is changing just as the technology that measures those
numbers is also going through revolutionary upheaval. That’s 1988’s most vital
story. Written by Steve Behrens, Channels senior editor and coordinating
editor of the Field Guide, it should help focus the coming year’s agenda for
people in the industry—and for those of us at Channels.

CONTRIBUTORS

Gary Arlen is editor/publisher of Interactivity Report in Bethesda, Md. Lucy Ballard
is a San Francisco writer who covered cable TV for Multichannel News. David
Bollier is a contributing editor of Channels. Alan Bresnick, an experienced
cable-industry reporter, writes for Crain’s New York Business. Michael Couzens is
a San Francisco-based writer and communieations attorney who worked on the
low-power-TV proceedings when he was an FCC staffer. R. Michael Feazel is
managing editor of Satellite Week. Tim Gabor, an award-winning illustrator, helped
commission artwork for the Field Guide. Contributing editor Jean Bergantini Grillo
writes regularly on local station operations. Noel Guntheris a Washington,
D.C.-based writer on media topies. Carol Hall is a veteran writer on advertising and
media. Leslie Anne Jay is a New York-area writer. James Kaminsky is senior editor
of Consumer Electronics. Free-lance designer Paula Kelly assisted in design and
artwork for the Fiield Guide. David Lachenbruch is editorial director of Television
Digest. Joe Mandese covers TV advertising as senior editor of Marketing & Media
Decisions, like Channels a part of Act 111 Publishing. Ira Mayer and Paul Sweeting
are executive editor and managing editor, respectively, of Video Marketing
newsletter in Washington. Brian McKernan is editor of Videography. Rockley L.
Miller is editor/publisher of The Videodisc Monitor in Falls Church, Va., and
chairman of the Interactive Video Industry Association. Paul Noglows is the New
York reporter for the new weekly newsletter Media Business News. Adam Snyder
is a New York-based writer. J.J. Yore is editor of Current, the public broadcasting
trade newspaper. Rich Zahradnik has covered the electronic media for several
major trade publications.
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% 'O TURN TO CRIME!

dramas and syndication specials
that capture the highest ratings are
almost always crime oriented. Now,
Orion introduces Crimewatch Tonight,
a national, network quality program
dedicated solely to crime related
coverage.

©/1987 ORION TELEVISION SYNDICATION ALL RIGHTS RESERVED.

L2
Across the country, the network ¥

» WE CAPTURE I'l' DAILY!
77 With a hard-hitting half-hour
/7 every weekday, Crimewatch

- Tonight will cover every facet of

crime. From white collar crime to
terrorism; from espionage to the mob;
trom street crime to government
corruption; from crimes of passion

to crimes of compassion.

WWW.americanradiohistorv.com

THE WORLD IS OUR BEAT!

7 Fed daily, we'll use the latest
satellite technology to deliver

“" the hottest crime stories. Qur
anchors and tield producer/reporters
will tackle the world of crime each
day, utilizing our own national bureaus,
plus TV stations, newspapers and
wire services in the US. and overseas.




CRIME REPORT

“‘"'vf’ i
% IS A CRIME NOT TO BUY IT! Crimewatch Tonight.
3 Crimewatch Tonight is Executive When you're ready to deal in hot goods,

3
Z< 7+ % Produced by Reese Schontfeld,
e~ /foundmg President of CNN. Crime- call Orion, your partners in crime.

watch Tonight is a natural companion 8 ®
to your news programming as well as
powerful counter programming to '

game shows, magazines and sit-coms.

With a unique format and highly fo- TELEVISION SYNDICATION

cused concept, Crimewatch Tonight
delivers the payoff in Prime Access.

www.americanradiohistorv.com



THE AUDIENCE SCENE

A Finer Grind
from the
Ratings Mill

Every number tells a story,
and TV today has dozens
of channels looking for
stories to tell advertisers

hroughout the land, with an intensity never seen before,

numbers specialists are crunching, massaging, slicing

and dicing the TV audience. Sellers and buyers of adver-

tising time are looking to the numbers for an edge on the
competition.

In an era when the average 30-second prime time network spot
costs well over $100,000, the ad agency wants to have at least a
printout of demographies testifying that it will reach a good lean
cut of its target consumers.

And on the selling side, the broadcast and cable people looking
most intently at the numbers are the ones who rank third in
town—or fourth or 24th. The guys who aren’t on top—“these are
people who have to be creative,” as a ratings-service salesman
says. Today there are so darned many time sellers who aren’t on
top, compared with the three-way race in TV’s not-so-distant
past. They need to have their audiences documented, and people
meters have come along to do the job.

Though the ratings services have suffered their share of denun-
ciation lately, it might not be too early to announce, very tenta-
tively, a Golden Age of Ratings. “The research companies are
doing very good jobs, the best they’ve done in years,” says
Charles Green, manager of media research for Thomas J. Lipton
Co., a big food advertiser. One reason is the entry of Britain’s
AGB Research, now competing with Nielsen Media Research in
national TV ratings. The competition helps, says David Poltrack,
vice president of marketing at the CBS-TV network. “We will
probably see,” he says, “‘the most scientifically thorough analysis
of who’s watching television.”

JAMES WOJCIK
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This doesn’t mean the net-
works love everything about
people meters. Only CBS has
signed up with AGB so far, and
the new service is hardly win-
ning friends by coming up with
ratings a point or two below
Nielsen’s. All of the big three
bought Nielsen’s national ser-
vice, but ABC paid Nielsen an

How America’s households
divided up in July

with TV

VIEWING OPTIONS, 1987

Today, barely more than o quarter of U.S. households with TV sets can watch only
what comes over the air. Holf own VCRs, holf are hooked up for cable TV ond o
good portion have both. The figures below are all percentages of some 87.4 million
TV households-—Nielsen’s 1987 estimate.

50.9% with VCRs

survey of 800 households, a sur-
vey of 5,000 can reliably show a
lot more detail—can more accu-
rately slice those fraction-of-a-
point ratings in the 1980s’ frag-
mented audience.

“The people meter is a money
commitment to the idea of
’ fragmentation,” says Peter V.

Miller, a surveys specialist

—

extra $500,000 (above the $4.5 23% with VCRs at Northwestern University.
million paid by CBS and NBC) 10% with VCRs and Leetl) “What you get is the ability to
for guarantees and possible 5% withcoble ot lropen measure subgroups that have
rebates if Nielsen’s sample | not been measured precisely
becomes unrepresentative of o before.” A subgroup that
the population or fails to meet 12% with and pay coble springs to mind is the rich.
other standards. (b.f’;\';:;,b“ The highest income group
And CBS’s Poltrack suspects, no VCRs) Nielsen currently isolates in its
out loud, that the sample of 9% with pay cable no VCRs) ratings is the rather broad
viewers with people meters has 27.4% with poy cable 2 $40,000-plus group. “If the ad-
an inherent bias toward over- LCReIofcabig) vertiser is BMW,” says Pol-
counting viewers comfortable track, “$40,000-plus isn’t going
with pushing buttons on high- | Source: Nieken Media Research (some figures are rounded) - to cutit. The car costs more than

tech gadgets. That explains to

him why Dan Rather’s CBS Evening News tops the other net-
‘work newscasts in people-meter ratings despite having slipped to
third place under Nielsen’s old system. Viewers of early news-
casts are an old crowd by any measure, but CBS gets the upscale
oldsters, Poltrack speculates, who aren’t put off by gizmos.

ather’s win had confounded armchair ratings analysts

because it ran against the conventional wisdom that

people meters would overcount yuppies and hurt CBS,

with its older-skewing audience. Indeed, the network’s
early Nielsen people-meter ratings last season (through July)
were a full point lower in both prime time and daytime than its
ratings under Nielsen’s old system. Those comparisons are old
news now, however: The old Nielsen meter/diary system ceased
operations Sept. 13. Though CBS still has problems with aspects
of the people-meter system, says Poltrack, “We’re no longer
debating the new system versus the old system.”

The technological breakthrough behind all this wasn’t the peo-
ple meter itself, says Barry Kaplan, AGB’s v.p., sales and mar-
keting. It was the communications satellite, which began beam-
ing down more and more cable networks over the last decade.
Viewing fragmented. Family members

$40,000.” But when the sample
gets up to 4,000 or 5,000, the ratings services will be able to pin-
point finer details such as the narrower slice of viewers with
incomes above $100,000. Among those folks, Poltrack expects 60
Minutes “will go through the roof.”

Once Nielsen reported on only a handful of demographic
groups. Now subscribers get data on 38 “building blocks’’ that
can be grouped using the client’s own personal computer into 380
combinations. When agencies ask for audience projections on
spot buys, women 25-to-54 is the target demo they want most
often, says George Feldman, v.p. at Katz Television. That age
group, counting both sexes, will grow by 10 million people in the
last five years of the ’80s, says Nielsen, providing “unprece-
dented effective demand for virtually all consumer goods and ser-
vices.” CBS, with its oldish audience, had started talking up 25-
to-54 in the mid-’70s.

Before that, however, the advertisers’ sweetheart was its first
demographic crush, the 18t0-49 viewer. “In the early 1960s,
when ABC started to establish itself as a network,” says
Poltrack, “it went after the young male audience, the one most
disenfranchised by the programming on CBS and NBC.” ABC
had fewer and weaker stations than the senior networks, but saw
its hope in young demographics. “When

dispersed to their own TV sets. Nielsen
recognized that its diary-keepers, the
source of its demographic data, wouldn’t
reliably report viewing on all those new
channels and began developing people

EQUAL OPPORTUNITY TUNING

In homes where basic and pay cable channels are available
{right), nearly half the rating points last season went to
channels other than the Big Three networks.

you’re number three,” says Green, “you
change the rules of the game.”

BC was Jamie Kellner’s favor-
ite network when he was a

meters in the late *70s. The‘ great thing Primefima rofings, 1986.87 teenager. Now hg’s presjder}t
a‘bout people me‘ter's, says Nielsen execu- amng gl D aniie fiuae . of F(Zx Broadeasting, wh1ch. is
tive v.p. John Dimling, is that the sample TV households |subserlbing emulating ABC’s old youth strategy with
viewer, with no diary to keep, doesn’t fo poy cable shows like Werewolf and the post-Joan-
have to know exactly what he’s watching. ABC 13.1 12.3 Rivers, rock-oriented Late Show. For

Another great t};ing, accordilng‘to rat- CBS 13.8 12.1 makers of tig};)t blu; jeans, it’s a lean audi-
ings experts, is the larger sample size that NBC 16.0 154 ence: no graybeards, no “waste.” Demos
comes along with people meters. Nielsen’s are critical to many other shows as well.
old system took its set-tuning data from, at ifid stations i 2l National advertisers pay a premium that
most, 1,700 meters in sample households, Public TV 2.6 1.8 helps keep St. Elsewhere on NBC. Local
and its demographic data from about 800 Basic cable advertisers pay higher costs-per-thousand
diaries filled in by an entirely separate nets 4.4 8.6 to reach viewers of PM Magazine or
sample. Now both pieces of information Distant Entertainment Tonight, says Jack Poor,
come from about 2,000 people meters signals 4. 5.3 senior vice president at Blair Television,
flelded by Nielsen and another 2,000 by Pay cable 3.2 1.4 because they have ‘“an upscale, newsy

AGB. By next fall, Nielsen plans to have at
least 4,000 and AGB 5,000. Compared to a

‘Source: Nielsen Medio Research
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Look who we put
under “household”arrest.



8 ft. -

7 ft.

You’ll never ﬁnd a more

Cagney & Lacey has got what it takes:

- A loyal audience of men and women

« A growing audience of teens and kids

« Top numbers in first-run and repeat

» An audience profile that advertisers pay a premium to reach
It all adds up to one thing—ratings success for you in syndication.

Put Cagney & Lacey in your lineup.

To settle for anything less is a crime.
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the late news costs an advertiser more than on the early news
(and nearly as much as in prime time), because the old folks have
been going to bed while the young men and the affluent stay up.
Nobody pays extra to reach old folks; earlier in the day there are
lots of them watching, more than are desired. “The longer a show
is on, the older its audience gets,” Poor observes. “It will happen
to Wheel of Fortune eventually.” A moment of silence, please.

nowing these things about the audience isn’t enough,

however. For one thing, Nielsen currently counts peo-

ple who are videotaping a show as viewers, even

though many never watch the tape. Next year both
Nielsen and AGB will start electronically monitoring VCR play-
back in their samples. The agency Bozell, Jacobs estimates the
current system adds nearly a point to the ratings of such popu-
lar shows as Dallas and

I

approach that would skip over demographics, psychographies
and any other numbers that help advertisers zero in on their most
likely customers among the viewers. Since May, Arbitron’s pilot
installation of ScanAmerica people meters in Denver has been
providing what they call “BuyerGraphics”—the percentage of
coffee buyers, for instance, who tune in a program. Because both
viewing and buying data come from the same sample, the service
is called “‘single source.” Arbitron’s plans to go nationwide with
ScanAmerica are on hold, but Nielsen has announced a national
““single-source’” service to start up in ’88,

It’s no coincidence that market-research and audience-research
companies are merging at the same time the two fields are coming
together through single-source samples. Over the past year,
Arbitron’s parent, Control Data Corp., acquired Broadcast
Advertisers Reports and agreed to buy Burke/SAMI—two big
data suppliers for ad

Cheers. (Next year, as
data dribbles in days after
air date, a show’s rating
will grow and grow.) The

ANOTHER SAMPLE HEARD FROM

agencies. And in August,
Nielsen’s parent, Dun &
Bradstreet Corp., agreed
to buy Information Re-

Though Nielsen’s people-meter sample reported lower average ratings than the
company’s old meter system during the third quarter of 1987, the differences for

VCRs’ people meter will sources Inc., a fast-ris-

even report when a com-

each network were all less than a full rating point—hardly enough to drive

ing firm that pioneered

mercial has been zapped

advertisers away. The gap had been greater early in the year when the sample was

single-source data in test

while being taped. smaller, but by July people meters were in the full 2,000-household sample. markets.

But do people watch the . i — E— If single-source data
commercials, either on Increase or (decrease) in household rating turns out to be reliable,
the tape or during the points as measured by Nielsen people meter, says Steve Singer, v.p.
original broadcast? Agen- Daypart compared fo old Nielsen systom, July and director of media

. through September 1987 .
cies want to know that as research services for
well, and are watching ABC cas NBC c°"“b'":d BBDO, broadeasters may
closely the R.D. Percy - e someday find themselves
& Co. experiment in Morning shows 4 (.1} (.7) (.4) guaranteeing audience in

| New York, which prom- Daytime, Mon.-Fri. .6 (-3) - 3 terms of coffee or panty-
ises to provide rat- Early evening news (.6) 9 (.9) (.6) hose buyers. But most
ings for commercials. : - broadcasters, and many
« pp— Prime time - {.5) (.6) (1.1) . .

Channel switching dur- - agencies, are skeptical.
ing a commercial is the Late night (4) 14 (-5) {0.3) The people who are push-
most powerful thing a Saturday morning -2 (-3) (-3) (-4) ing hardest for advanced

L

viewer can say about
advertising, and Percy

Source: Third quarter 1987 Nielsen data compiled by CBS.

audience research, be-
sides the research compa-

can measure that down to
the second,” says Lipton’s Charles Green.

How can an advertiser avoid these rowdy audiences that misbe-
have when commercials come on? For the answer, a small com-
pany called Television Audience Assessment tiptoed beyond
headcounting into “qualitative’ research. When the viewers
rated a program high in “impact”—when they said they learned
something from it or were touched by it—TAA found that 74 per-
cent stayed in the room during the commercial breaks. When the
viewers rated the show low in impact, just 58 percent stayed in
the room.

If the theory works, some shows would give advertisers an
edge. In TAA’s most recent survey last spring, viewers under-
standably gave the Holocaust documentary Shoah the highest
index of impact (87), followed by other PBS shows, NBC’s High-
way to Heaven (73) and other dramas, The Cosby Show (58), on
down through action shows (40s and 50s) to the more cartoon-like
sitcoms and actual cartoons (Garfield Goes to Hollywood, 27).
PBS had commissioned the survey, but some on Madison Avenue
also endorse qualitative ratings and mourn TAA’s fate: It has vir-
tually disbanded after failing to sign enough clients.

Other numbers experts hotly dismiss qualitative ratings. Gale
Metzger, president of Statistical Research Inc., speaks for many
who believe plain old ratings are a fair poll of viewers’ feelings.
“The act of turning on the set,” says Metzger, “reflects a qualita-
tive judgment.”

Instead of pursuing qualitative nuances in viewer reaction to
shows, more research firms are pushing a radically different

nies, are the advertisers,
says CBS’s Poltrack. “Advertisers don’t know how well advertis-
ing is working, and they want to know,” he says. Agencies, how-
ever, are wary of unreliable new research, Poltrack says, and
they’re not keen on having any more direct evaluation of their ad
campaigns.

As for broadcasters, few are eager to answer to any additional
“report cards” on their performance in smaller target groups, as
Poltrack says. Blair’s Jack Poor agrees: “You'll find broadcasters
resisting. Pretty soon, they’ll be selling a tiny portion of the audi-
ence they’re delivering. They’re not narrowcasters, they’re
broadcasters.”

In fact, some of the highest premiums paid in TV are paid to
reach the big, broad network audiences— The Cosby Show’s audi-
ence, for example. AGB’s Barry Kaplan explains that it takes
Cosby’s 30 rating to reach 30 percent of TV households with cer-
tainty. It would be cheaper to buy 10 spots in syndicated shows
that get 3 ratings, but they’d have more “duplication” and less
total reach—many viewers would see the ad more than once and
fewer overall would be exposed.

Still, when the advertiser wants to sell beer to men 18-t0-34 or
BMWs to $100,000-plus households, the networks won’t turn
away the sale. Cutting the audience into finer slices will let the
networks differentiate each show’s strengths, sayvs Poltrack.
Every show has some selling points, some stories the salesperson
can tell. “Numbers make stories,” says BBDO’s Singer. “The
more numbers you have, the more stories you can tell.”

STEVE BEHRENS
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EN 18-49

tomorrow’s trends today. It takes su-
perior research services that inte-
grate data and bring your audience

into sharper focus... hi-tech capa-
bility to help you detect the slightest

changes taking place...all the tools

you need to develop new business

out of tomorrow’s trends. Only one

company has it all.

ARBITRON RATINGS

We know the territory.

WWW americanradiohistorv com
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If You'’re Looking kor
New Pay-1V Growth...

Listen 1o Some New
Pay-1V Subscribers.

“Somebody screened these films with
foresight and knowledge. I'm just glad
that our local cable station steered us to

Festival. If it weren’t for Festival, we
probably wouldn’t have pay TV in the house.

Robert Baumert

My mother and father are in their six-
ties, and they enjoy Festival. We're in
our forties, and we’re happy with it.
And my ten-year-old likes it! The
movies are geared for adults, but a
child can enjoy them, too. It’s good
family entertainment.

Sarah Jane Watson

© 1987 Home Box Office, Inc. All rights reserved.
WWW americanradiohistorv com



66 I must tell you how much both my
husband and I enjoy your Festival
channel. It was a good investment

for us; we watch it all the time. 99

Mary Larson

'"We honestly look forward to looking
at Festival because it’s something the
whole family can enjoy together. We
are really sold on Festival. Absolutely |
soldonit. '
Doreen Sharp

Satisfied subscribers are a big reason Festival is expanding the pay-T'V category
in systems just like yours. By providing the kind of high-quality entertainment
many viewers respond to, Festival is converting up to 25% of systems’ basic-
only subscribers to pay. And it’s proving to be virtually “spin-proof™ with less
than 5% cannibalization of other pay services. What’s more, Festival is also
pairing perfactly with Disney, with buy-rates as high as 30% in Disney-only
households.

So, if you’re looking for new pay subscribers — look no further. Call your HBO
regional representative today — and hear how Festival can generate incremental
pay-TV business for you.

The New Way To Grow Pay Television

WWW.americanradiohistorv.com



THE INTERNATIONAL SCENE

The Path Once Taken

For better or for worse, U.S.-
style television is the model
for countries around the globe

he wave of change that swept over the American TV
industry in this decade now has hit Western Europe and
parts of Asia with much the same force, rocking the
foundations of the old broadceast monopolies. At the rate
of things, in the next two or three years American-style commer-
cial TV, with all it entails in competition for audience and ads, will
prevail in Europe while touching much of the Third World.

This is not just a detail of interest for world travelers. The crea-
tion of an infrastructure for the global marketing of products is
nothing short of revolutionary. Consider that countries such as
those of Scandinavia, which never have permitted TV advertis-
ing, are yielding to the inevitable. India has adopted commercial
TV and so has Red China, logically the world’s largest market in
the next century.

What happens abroad with commercial TV is sure to affect the
U.S. industry. Until now, it has assumed the luxury of insularity,
having a home market large enough to support its programs with
little need for imports. But the rest of the world is larger than the
U.S., and so attention must be paid.

The pattern for change in Western Europe was almost identical
to ours: Technology begat deregulation; deregulation begat com-
mercial competition and a proliferation of channels; and this
begat a new breed of entrepreneur. As HBO sparked the change
in the U.S. a dozen years ago, when it went up on a satellite and
became the first instant national network, so in Europe the cata-
lyst was the first pan-European satellite network, Rupert Mur-
doch’s Sky Channel. Wholly ad-supported, Sky was launched in
1982 as an English-language service to cable and SMATV sys-
tems on the continent. Although it was not a smashing success,
and continues to operate in the red, its very existence sent a pow-
erful message across Europe: Television no longer could be con-
tained by national borders.

1l governments ook note that their national policies

for broadcasting were obsolete in the satellite age.

And some reasoned that if advertising was going to be

beamed into their countries for a foreign operator’s
profit, they might as well change the rules for their own econo-
mies’ benefit.

France took the lead by privatizing the leading public channel,
TF-1, and authorizing two new commercial broadecast channels
plus a (largely) subscription-TV service, Canal Plus, which
quickly became one of the big success stories in Europe’s period
of transition.

A comprehensive 1987 study by Logica Consultancy Ltd. in
England counts 16 terrestrial channels in Western Europe that
are entirely supported by ad revenues today (separate and apart

" from Sky Channel, Super Channel and more than a dozen other
commercial satellite networks). The 16 represent a third of the 48
terrestrial channels in 17 countries of Western Europe. But an
additional 20 broadcast channels are partially funded by ads, so as

. of now three fourths of Western Europe’s broadeast channels are

’ outlets for ads.

And in almost every European country, more commercial chan-
nels are on the way. The study predicts that before 1990, half of

[ Europe’s channels will be entirely ad supported. Others forecast

! 50 commercial European channels in the next two years, most of
them less than five years old.

’ This manic growth resembles the American experience early in
the ’80s, when new cable networks and UHF stations were born

‘ by the day. There came the inevitable shakeout, and that’s antici-

| pated for Europe as well when growth passes the saturation
point.

uch a rapid expansion of high-cost ad media summons the

question of where the programming will come from. By

1990 Europe’s TV channels are expected to consume

around 500,000 programming hours a year. And then
there is the question of where all the advertising will come from.
No one doubts that the new channels will import much of their
programming, mainly from Hollywood. In Europe’s new competi-
tive environment, maximizing audiences is the game—a game
long since mastered by American producers. That it’s a lot less
expensive to buy a series in foreign syndication than to produce
one from scratch is attested to by the fact that about a third of
Europe’s programming today is imported. Almost half the
imports are from the U.S.

The prospect of American dominion of Europe’s airwaves
causes some unease in the European community and has
prompted the Common Market’s commission on broadcasting to
propose a quota on non-European imports. But John Howkins,
executive director of the Institute for International Communica-
tions in London, doubts the proposal will stick, because powerful
people within Europe’s emerging commercial broadcast industry
don’t want it to. Besides, he says, ‘“There’s a lot of smart financ-
ing today, deals made in a new manner, the kind of financing that
leaps over any quota barriers.”

Some 15 American companies, including the three networks,
are involved with investments in Europe’s commerecial industry.
Others include Viacom, Worldvision, Lorimar-Telepictures and
Disney. But if it seems that the U.S. stands to conquer Europe’s
commercial television, the ratings tell another story. More popu-
| laroverall than most U.S. shows are domestic entertainment pro-
‘ grams of distinct national flavor. Moreover, a natural counter to

U.S. dominance are Europe’s new vertically integrated media
| organizations engaged in program production and distribution, as
’ well as channel ownership. Many of these groups were created by
\

publishing tycoons such as England’s Robert Maxwell and
France’s Robert Hersant, who were quick to recognize the need
to diversify in this era, and to capture the advertising likely to be
siphoned from their print properties.
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But the leading media baron—the first of the breed—is Italy’s
Silvio Berlusconi, whose Rete Italia not only controls the three
commercial networks in his native country but also cwns a studio
in Spain, has a substantial stake in France’s La Cing and struck a
deal with an American distribution company, Harmony Gold.

Italy has a running start on the rest of Europe. Commercial TV
arrived there in 1975, when the courts opened the way to unregu-
lated ownership of private stations. Berlusconi bought the larg-
est stations in the main population centers to form three commer-
cial networks. He got around the law prohibiting the intercon-
nection of commerecial stations by distributing programs via cas-
sette. Logica observes that TV ad revenues in Italy soared 500
percent between 1976 and 1985, leading to the conclusion that
where TV is allowed to be commerecial, the dollars will follow.

That may be the case for national advertising, drawn away from
print. But what is less certain is when the new global advertising

will gather sufficient momentum to propel the various pan-Euro-

pean channels, including those coming on DBS. Not that the
desire is lacking on the part of advertisers—Coke, Pepsi, Exxon,
Gillette, Kodak, Procter & Gamble and Johnson & Johnson are
among those marketing their products worldwide. But many
products are stalled by being sold under different brand names in
different countries. Some, by their nature, need different selling
techniques in each country. Others are stymied by restrictions
against their promotion in certain parts of the world.

There is, however, much room for advertising growth in
Europe. As the Logica study points out, U.S. TV advertising in
1985 came to $21 billion; in Western Europe, with a third more
population, TV ad revenues hit a mere $5 billion. To alarge extent
this is because countries such as the Netherlands permitted less
than 20 minutes of advertising a day, and others restricted it to

periods outside prime time. With the proliferation of commercial
channels, Saatchi and Saatchi Compton forecasts a growth in
Europe’s TV advertising to $7.5 billion by 1990, while J. Walter
Thompson predicts $9 billion and deems that conservative.

he programming front, meanwhile, is jumping with

international coproductions, much of them through the

phenomenonal rise of independent producers. When

most television was state-operated, virtually all produc-
tion was done in-house. Commercial channels have opened the
field to independents, and in England the Thatcher government
has boosted their cause by decreeing that all broadcasters, includ-
ing the BBC, farm out at least 25 percent of their programs to out-
side contractors.

Independent producers in any country can work on a more
ambitious scale if they join in foreign partnerships to reduce
costs. In a classic coproduction deal, England’s Yorkshire TV,
France’s Hamster and Germany’s Beta-Taurus collaborated on
an espionage series with British running leads, each company
producing four episodes. Thus, each pays for four and receives 12.

In the U.S., ABC has taken a first step toward internationaliz-
ing by signing with Italy’s RAI'TV for three made-for-TV mov-
ies. In the meantime, Britain’s commercial stations have pene-
trated the U.S. cable market with two-hour TV movies featuring
American stars and often on American themes.

It may turn out that Europe’s new commercial channels will
feed heavily on old American series. But in exchange, U.S. net-
works and Hollywood studios may be building their futures on
foreign coproduction. In the end, it should all resolve as World
Television, and that would be hard to dislike.

LES BROWN

—  www . americanradiohistorv.com
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THE INTERNATIONAL SCENE

Beyond the A merican Screen

i A ’round-the-world |
| tour of international |
- TV programming and 4
' video developments |
|
|

ustralia. Last summer’s media-
ownership-and-control law,
which allows a company to own
TV stations up to a 60 percent
maximum national audience reach and for-
bids anyone from owning a major TV sta-
tion and newspaper in the same city, |
| sparked a wave of buying and seiling that ‘
has changed the makeup of the Australian
| television scene. Alan Bond, a company |
| called Northern Star Holdings and Chris-
topher Skase have replaced Rupert Mur-
| doch, Kerry Packer and John Fairfax Ltd.
asthe three largest players. Dominance of |
| the airwaves is particularly important |
since free TV is pretty much the only
game in town. Cable television is not ex-
pected before 1990.

Brazil. Brazil is unable to pay the inter-
est on its massive debt, so it’s no surprise
that there are few dollars available to pur- |
chase foreign programming. This, com-
bined with a strong sense of nationalism,
| means that most of the country’s televi- |
| sion is produced domestically. For exam- |

ple, 95 percent of Brazilian network TV
| Globo’s 5:30 to 11 P.M. schedule is created |
| internally. All stations cantake advantage
of low labor costs and the best production
know-how in Latin America to export
shows around the world. Led by its expan- |
sion-minded founder, Roberto Marinho |
Sr., TV Globo continues to dominate the |
scene, recording as much as 80 percent of
| the country’s TV ad revenue. TV Globo
| hasentered the U.S. market with The Por- ‘

tuguese Channel, watched by some
| 220,000 subscribers in Massachusetts and |
| Rhode Island. Home video is on the rise in |
| Brazil, but an estimated 75 to 80 percent of |
|
\ |

the prerecorded cassette business is con-
trolled by pirates.

Canada. The state-run Canadian Broad-
| casting Corp., although operating at a defi-
| cit, maintains its status as the most acces-
sible Canadian television service, boasting \
a 99 percent market reach. Large num- TV in China: Slowly adding Western programs to its govarnment-influenced mix.

EVE ARNOLD/LAIASON
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bers of viewers still turn to its competi-
tors, however: CTV, Global TV and TV
Ontario, along with a variety of cable net-
works. Yankee programs continue to dom-
inate Canadian viewing, and the govern-
ment continues to try and stem the influx.
In a switch, the U.S. industry has devel-
oped a growing dependency on Canada.
Chiefly because of the favorable dollar-to-
dollar exchange rate, numerous U.S. net-
work and syndicated shows are being shot
there. The attempt now will be to export
Canadian programming, which could be
aided by technological innovations such as
the world’s first miniseries to be shot in
high-definition video: Chasing Rainbows,
a 14-hour series about two World War I
soldiers, to be aired in 1988. Canadian
broadcasters face pressure to increase do-
mestically produced prime time drama by
the 1991-92 season, but budget increases
are far below the inflation rate. Mean-
while, competing entertainment sources
are growing rapidly: VCR penetration
levels rose from 23.4 percent in "85 to 35
percent in ’86, and cable systems have in-
creased from 562 in '81 to 950.

China. China Central Television runs
the show, supplemented by local, govern-
ment-owned channels in large cities.
About half of all airtime is devoted to polit-
ical programming—often consisting of
longwinded speeches. As part of the prep-
arations for the nationwide sixth annual
National Games, held in the southern Chi-
nese province of Guangdong in November,
authorities dismantled hundreds of thou-
sands of TV antennas tuned to Hong Kong
and the nearby Portuguese colony of Ma-
cao. Western programs are beginning to
air legitimately, however. Worldvision
sold 24 episodes of Little House on the
Prairie to CCTV, which in turn con-
tracted IBS, an American firm, to sell ad-
vertising time in the series to multina-
tional companies. Thirty-second spots
went for $10,000 apiece. Little House was
seen by more than 100 million Chinese,
and negotiations are underway for a sec-
ond season of the show (for which Worldvi-
sion reportedly would sell the advertising
time itself). Lorimar-Telepictures also has
made a significant sale of programs to
China.

France. In just three years France has
deregulated its TV industry, doubling its
networks from three to six and placing
four of them under private ownership. The
question now is whether ad revenues can
rise fast enough to support the four. The
expected launch of the satellite TDF-1
could add another four private channels as
early as this spring, although given the
history of European DBS, further post-
ponement is likely. Canal Plus, an over-
the-air pay-TV service that relies heavily

Silvio Berlusconi: His grasp includes ventures in ltaly, France, Spain and West Germany.

on theatrical films, is the industry’s most
impressive success. Losses totalled $100
million during its first two years, but inits
third fiscal year it could boast 1.9 million
subscribers and profits of about $32 mil-
lion on revenues of $555 million. TF-1 has
begun airing two U.S. soap operas, Gen-
eral Hospital and One Life to Live. And La
Roue de la Fortune, the French version of
King World’s American hit Wheel of For-
tune, has become the country’s top game
show. The lifting of a 33 percent tax on
VCRs has helped the French video mar-
ket. About 3 million videocassettes were
sold in 1987, compared to only 850,000 in
1986. Cable wiring continues to move
slowly, however. Fewer than 20 percent of
French households will have cable during
the next ten years.

India. The Indian people are in the midst
of a love affair with television since the ar-
rival of commercial broadcasting. TV sets
and VCRs have become popular dowry
items. And since The Lucy Show debuted
in India, hundreds of baby girls have been
named Lucy—not exactly a traditional In-
dian name. On Tuesday and Saturday eve-
nings, when the wildly popular soap opera
Buniyaad airs, the country’s frenzied
pace slows to a virtual stop. In just three
years the number of
TV sets has jumped
from 6 million to
more than 10 mil-
lion. By 1990, the
number of evening
viewers is expected
to jump from 45 mil-
lion to 260 million
people. The govern-
ment strictly con-
trols TV fare, par-
ticularly news, so

Canada's coup: Hi-def Chasing Rainbows.

viewers don’t see the latest violent clashes
between Hindus and Muslims. A special
by U.S. columnist Jack Anderson, Rajiv
Gandhi’s India, made with government
approval, was canceled one hour before
transmission. There are 872 languages
and dialects in India, but most shows are
in Hindi, leading many to urge that more
broadcast time be turned over to the
states to produce television programs in
their local tongues.

Italy. Another year has gone by without
the passage of an [talian broadcasting bill,
and after all this time there’s little reason
to think legislation will be enacted any
time soon. In this regulatory vacuum, the
state-financed RAI continues to be the
only network allowed to broadcast live, al-
though competitor Rete A recently chal-
lenged the law by going on the air with a
national news report. If a new law is ever
enacted, rumor has it that Silvio Berlus-
coni might drop one of his three non-inter-
connected networks in exchange for the
right to broadcast live nationwide. Berlus-
coni, who recently raided RAI’s top talent
pool, is also the chief beneficiary of Italy’s
rising ad revenues. Italian TV has given a
huge boost to the recently ailing Italian
film industry, financing, at least in part, 80

. percent of Italy's
film productions. In-
creased talks on
both sides of the
ocean continue con-
cerning coproduc-
tions. American syn-
dicator Harmony
Gold, for instance,
has coproductions
underway with both
RAI and Berlus-
coni’s ReteEuropa.
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UR WOMEN
THE FACE OF L

A SPECIAL STYLE THAT'S ATTRACTING
LOCAL ADVERTISERS. If your local advertisers

are looking for women who spend, our original
programs are the perfec: envircnment to sell.
Like Attitudes, our daily, hour-long show
featuring today’s styles, fashions,

women's topics and new trends.

AGEM OF A PROFILE. Jewelry,

-~
-,y Pﬂ
perfume, clothing and degartment stores are

swinging doors wids cpen for Lifetime
women. That's becaLse they are younger,
higher income, and werking. In fact, Lifetime
women are 15% more likely to buy perfume,

.. ] B
L Yy
e i 4
/{/ 7 }/;/J 38% more likely to buy gold, and 85% more
-5 ’ likely to buy gems then t1e average
/}:’ / woman.

APLACE TO CALL HER OWN. Local

banks and real estate fi-ms are finding out just

how important the Lifeime woman is to them.
* MRI, Spring 1987
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ARE CHANGING
DCAL AD SALES

dealers are finding that Lifetime is the perfect

addition to their advertising efforts.

GOING PLACES SHE’S

NEVER BEEN BEFORE. Research shows

Nct only are
more wcmen pur-

chasing their own fomes but o
that women who watch Lifetime take 31%
they’re also the key auyer of home _ . .
more dcmestic plane trips and are 38%

furnishings. |
more likely to use a local travel agent than

EST CARS AND FREE-SPENDING ™ ieiaxeragEeiani

MEN. i aler’ ! :
O B3R oA ok el R Do Find out why more local advertisers are choos-

ou’ll see more women than ing cars. - ; )
Al ok gq ing to be seen with our programming. Call

Lifetime’s women are over 6G% more likely Seymour Kaplan, Vice President, Affilate

to buy a car than the average woman. Sales, (214) 960-0271.

That’s why more and more local

// CABLETELEVISION NETWORK >

Hearst/ABCViacom Entertainment Services

www.americanradiohistorv.com
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Japan. The rapidly changing European
environment contrasts dramatically with
the calm of Japanese television. The num-
ber of TV network stations that could op-
erate per market had been limited to two,
though that is changing and more are be-
ing allowed. Cable growth is slow at best.
Shows from the U.S., which in recent
years have not done well, seem to be mak-
ing a comeback in prime time. Dullas, a
huge international success, originally
flopped in Japan but is doing better after
scheduling changes. In October the Tokyo
Broadcasting Company began airing The
CBS Evening News with Dan Rather,
scheduling the newscast Tuesdays
through Saturdays between 12:30 A.M.
and 1:30 A.M. The show can be heard in ei-
ther Japanese or English through dual au-
dio channels, which many Japanese TV
sets are equipped to receive.

Mexico. The four private stations (two
national, two regional) owned by the me-
dia powerhouse Televisa continue to
dwarf the seldom-watched state-run sta-
tions. Televisa controls many other areas
of entertainment as well and is said to re-
ceive about 70 percent of all advertising
money in Mexico. It also owns the cable
TV outlet in Mexico City, although reve-
nue is limited since advertisements on ca-
ble are prohibited. All broadeasters are
well aware that nearly 60 percent of Mexi-
co’s 83 million people are 25 or younger. A
wave of new miniseries focusing on Mexi-
co’s past are aimed at acquainting young
people with the country’s revolutionary
and historic leaders. Forty-five percent of
all programming, however, is imported,
with the most popular shows—Falcon
Crest, Dynasty and Hill Street Blues—
hailing from the U.S.

Spain. New legislation in 1987 has
paved the way for three private channels,
although government regulations mike
many wonder if the Socialist government,
which at present controls the two state-
run channels, is really interested in any
change. The new law mandates that at
least 40 percent of a new station’s pro-
gramming be produced in Spain, and that
half of its feature films be produced in
Common Market countries; commercials
may not exceed 10 percent of airtime. The
most controversial provision is that no one
may own more than 25 percent of any net-
work—or 15 percent if the person or com-
pany owns as much as 15 percent of an-
other Spanish media outlet. Ironically,
this gives foreigners like Robert Maxwell
and Silvio Berlusconi an advantage over
Spanish media barons because the for-
eigners don’t have other media properties
in Spain. As the owner of a major Madrid
studio, Berlusconi already has a foothold
here, and Maxwell personally met with

CHANNELS / FIELD GUIDE 1983

India: A love affair with television.

King Juan Carlos to lobby for the 25 per-
cent rule.

Sweden. Four subsidiaries of the Swed-
ish Broadcasting Corporation control tele-
vision, national and local radio and educa-
tional radio. The two television channels
have been restructured and renamed
SVT/Channel-1 and SVT/Channel-2. A ri-
valry has already sprung up between the
smaller second channel, nicknamed “the
peasant channel,” and its better-financed
sister, dubbed “the Stockholm channel.”
Both stations will have international ac-
quisition budgets. The legalization of indi-
vidual reception of satellite channels at the
beginning of 1985, the lack of movement on
a much talked about commercial station
and the country’s high percentage of En-
glish-speaking citizens have combined to
make Sweden one of Europe’s hottest
markets for backyard satellite dishes and
videocassette sales. TV advertising is not
expected unless the Social Democratic
Party loses power. That’s not considered
likely anytime soon, although Swedish ad-
vertising agencies are preparing for the
eventuality by perfecting their skills pro-
ducing public service announcements.

United Kingdom. The Tory government
has directed both the BBC and the com-
mercial ITV to turn over one quarter of
their production to independent pro-
ducers, or risk legislation that will man-
date the transfer. The percentage is being
challenged by both networks, which want
to maintain control of their programming,
but it is certain that British broadcasters
will be commissioning more from outside
suppliers. ITV has been under attack for
its reluctance to open the network to out-

v 2 ST A s
News may help bridge the U.S.-Japanese gap.

WWW.americanradiohistorv.com

side producers, as well as for its advertis-
ing monopoly that has allowed profits to
soar without providing an incentive to pro-
duce more quality programs. A move to al-
low advertising on the BBC has failed; it
will continue to be financed (to the tune of
about $1 billion a year) by annual receiver-
license fees. Meanwhile, Rupert Murdoch
has lost some $30 million over the last five
years operating Sky Channel, his pan-Eu-
ropean satellite network, and he report-
edly plans to bring in investors or a part-
ner. Sky Channel currently reaches about
92 percent of cable subscribers in Europe,
and its next great challenge lies in easing
restrictions on advertising in several of its
major markets. MTV launched in August,
Superchannel continues to encounter
problems.

USSR. Glasnost has come to Soviet tele-
vision in the form of more straightforward
reporting of domestic problems, although
information on Western events and philos-
ophy is still heavily censored. There are
two national channels, one reaching 90
percent of the population, the other, 48
percent. The annual budget for TV and ra-
dio combined is more than $3 billion, with
over two thirds of the total going to televi-
sion. Airtime on the channel with the
greatest reach is split primarily between
films (20-25 percent), news (15 percent),
music programs (15 percent), stage pro-
ductions (12 percent) and children’s shows
(10 percent). About 170 films are produced
euch year. Soviet TV purchases some pro-
grams from the West, mostly classic dra-
mas, but has a self-imposed ceiling for
what it will pay—$15,000 per show or se-
ries. Nonetheless, it is slowly becoming a
viable market. The national television net-
work has to contend with the logistical
nightmare of broadeasting in 45 languages
to ten time zones.

West Germany. The two established
non-private channels, ARD and ZDF, al-
low only 20 minutes of advertising per
day, but new private cable operations,
such as SAT 1 and Luxembourg’s Ger-
man-language RTL Plus, are under no
such restrictions. They have other prob-
lems, however, mainly weak signals, low
ad revenues and meager budgets, com-
pared with their wealthy, state-financed
competitors. Thanks to a talk/entertain-
ment program launched late last year by
RTL Plus, Germans can now watch early
morning television for the first time. ARD
and ZDF may soon launch an early morn-
ing competitor. Silvio Berlusconi has ex-
panded his media empire into West Ger-
many with a 45 percent stake in Kabel
Media Programm Gesellschaft, operator
of Musicbox, the 24-hour satellite-to-cable
music-video service.

ADAM SNYDER
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All the world’s the GETAWAY
stage. And all the people in

[ . it, our stars. They'll bring the
: . finest drama, comedy, and romance to your
PEOPLE audience. . . because their stories are real.

On GETAWAY s journeys, were going to introduce
you to the people of the world. You'll meet royalty and

gypsies, artisans and nomads. . . and everyone in between.

Already Sold
KCRBS KYW WBZ KPIX

Los Angeles Philadelphia Boston San Francisco
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GETAWAY is an intimate look at remarkable people, their shows, news programs and narrow focus reality shows
extraordinary customs, and the spectacular places where makes smooth sailing too. And as a transition from news
they live. People love people. We want to know how other to Prime Time, the trip couldnt be easier.
people live. What they have in common with us. . .and Some of these people live thousands of miles from here.
their uncommon, wonderful ways. Others live right in our own backyards.
Magazine shows have always achieved their top sweep
numbers when they go on-iocation around the globe. GETAWAY is going to bring them all home to your station.
Airing the wide world as counter programming to game

For Fall §8
KDKA W]/ findcedBy -
] nd/t/ %[en&(// ‘ \fi

Pittsburol Baltmor > S
1 Ulé 1 ERITIIE /PR D | F [ ot “!7 In Association With pRODl'LTIONb

A WESTINGHOUSE BROADCASTING COMPANY
3807 BARHAM BOULEVARD. LOS ANGELES. CA 30068 {213) 850-3800
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THE PRODUCTION SCENE

Splashing New Realities

Onto anOld Hollywood

A soft domestic
market and upstart
competitors lead
studios and networks
to eye Western Kurope

as the new frontier
%, ld-line Hollywood found new
humility in 1987 as competitive
pressures heightened its aware-
ness of foreign markets and its
vulnerability to attack at home.

The major studios had to acknowledge
their lost hold on network prime time:
nearly 30 of the 66 hours of the fall sched-
ule were produced by young, aggressive
studios such as Lorimar-Telepictures,
Witt/Thomas/Harris and New World Pic-
tures. New World’s network program-
ming leapt more than 300 percent over the
previous year, and Witt/Thomas' more
than 140 percent. Says John Pike, Para-
mount’s network television president: “I
don’t think TV is a good-old-boy business
anymore.”

MCA/Universal, traditionally a power-
house in production of hour-long shows for
the networks, held its own with a 23 per-
cent increase in the hours it produces, but
also sensed the changing times and rushed
to boost its presence in the newer markets
for first-run programs. Its fall work sched-
ule called for 124 hours of shows for first-
run cable and syndication, up from just
26.5 hours the year before.

With competition growing fiercer in syn-
dication, some producers upped the ante.
Not only did sitcoms with higher produc-
tion values appear, but Paramount used a
network-sized budget to bring back Star
Trek. With the show’s return, says Larry
Gerbrandt of Paul Kagan Associates,
“First-run has come of age.”

To producers unable to wrest higher
license fees from the networks, foreign
markets are emerging as a source of relief.
With entertainment the nation’s second-
largest export earner (with a $4.9 billion
surplus, says Forbes magazine, and an
expected $500 million net from TV pro-
grams alone in 1987), it's no wonder. So
CBS now beams Dan Rather live to Japan
and Europe. And the network was so suc-
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"“First-run has come of age" with Paramount's glossy Star Trek: The Next Generation.

cessful in selling its wholly owned Twt-
light Zome overseas in 1987 that even
when it pulled the program from its
domestic 1987-88 schedule, it kept the
show alive for foreign syndication through
a coproduction deal with MGM/UA.

tudio executives have also been

watching with growing interest

the increasingly privatized West-

ern European TV market. The
weakened domestic market—laboring
under stagnation and bankrupteies among
independent stations, and poor sales for
hour shows—may have left them little
choice. After all, an hour-long American
action show can fetch $150,000 to $200,000
an episode in foreign syndication, says one
industry insider. “In many ways,” says
Lucie Salhany, Paramount’s president of
domestic TV, American studios ‘“‘can’t
generate any more money from the
domestic marketplace. We're looking for
ways to reduce costs and alternate places
tosell.”

Overseas markets also hold out the
promise of relief for studio executives
wary about the approach of 1990: That will
bring the first major loosening in the con-
sent-decree agreements that limit the
interests the three major networks can
hold in shows they air.

The allure of getting more for less con-

WWW americanradiohistorv com

tinued to appeal to producers, and in 1987
they raced faster than ever across the
Canadian border. In British Columbia
alone, Yankee spending on TV and film
production reached some $53 million by
July 1, 1987—nearly as much as the $64 mil-
lion or so spent in all of 1986, according to
the B.C. Film Commission. California-
based producer Stephen Cannell expects
his Vancouver facility, with seven stages,
to be up and running in early 1989. Cannell
says he can shave one third off his costs by
crossing the border. While the rise in U.S.
production costs has slowed from its
“‘usual” pace of 5 percent a year, estimates
Wertheim Schroder’s David Londoner,
costs are still growing 2 to 3 percent a year.
In fact, Universal executives—the most
vociferous about holding the line on pro-
duction costs—puzzled many by bankroll-
ing Anthony Yerkovich’s new series for
NBC, Private Eye, to the tune of an esti-
mated $150,000 deficit per show. With sim-
ilar deficits for Miami Vice, MCA checked
in far and away with the two largest defi-
cits per show among major studios.
Indeed, despite runaway production, hold-
ing the line on expenses may prove elu-
sive, laments Paramount’s Pike: “It’s
going to get harder and harder as more
producers compete for shelf space. I don’t

see costs coming down.”
NEAL KOCH



The country s bu5|est produchon houses this fcll hcd orders for more hours of programming for first-run
syndication including daytime games {about 2,000 hours) than for the four networks combined (about 1,850 hours).

T

Most Prolific Producers

For Broadcast Networks

For First-Run Syndication and Cable w

COLUMBIA PICTURE UNITS

967 HOURS TOTAL

Merv Griffin Enterprises
293.5 HOURS TOTAL

98.5 hours/Secrets Women Never Share, Wheel of Fortune

195 hours in synd./\/\—/reel of Fortune, Jeopardy!

Embassy
Communications
66 HOURS TOTAL

66 hours/ The Charmings, Who's the Boss?, Facts of Life,
Everything’s Relative, Married . . . With Children, Trial and

Error, 227, Women in Prison

Columbia Pictures
577 HOURS TO™ AL

544 hours/ Designing Women, Houston Knights, Days of Our
Lives, The Young and the Restless

33 hours in synd./Punky érews'er, What's Happening Now,
The New Gidget

Tri-Star
30.5 HOURS TOTAL

30.5 hours/My Two Dads, Buck James, Werewolf

-

LORIMAR-TELEPICTURES UNITS

669.5 HOURS TOTAL

Lorimar-Telepictures
656.5 HOURS TOTAL

162.5 hours/Aaron’s Way, B-Men, Dallas, Falcon Crest, Knots
Landing, Max Headroom, Our House, Perfect Strangers,
Valerie's Family, Full House; Eight Is Enough, Long Journey
Home (TV movies)

[ 494 hoursin synd. /The Comic Srrlp, It's a Living, Love

Connection, Mama’s Family, People’s Court, Gumby,
SilverHawks, She's the Sheriff, Superior Court, ThunderCats,
Truth or Consequences

The Brillstein Co.
13 HOURS TOTAL

S

13 hours/ ALF, The Days and Nights of Molly Dodd, Slap
Maxwell

GROUP W PRODUCTIONS
423.5 HOURS TOTAL

1 hour/CBS Schoolbreak

422.5 hours in synd./ The Wil Shriner Show, Hour Magazine,
BraveStarr

PARAMOUNT
357 HOURS TOTAL

70 hours/Cheers, Family Ties, The Bronx Zoo, Day by Day,
MacGyver, Duet

| 285 hours in synd./ Webster, Star Trek: The Next Generation,

Marblehead Manor, Entertainment Tonight, Entertainment
This Week, Solid Gold, Friday the 13th: The TV Series
2 hours on cable/Brothers

WALT DISNEY TELEVISION
280 HOURS TOTAL

109.5 hours/ The Oldest Rookie, Disney Sunday Movie,
Disney’s Adventures of the Gummi Bears and Win, Lose or
Draw

152.5 hours in synd./Siskel & Ebert & the Movies, Duck Tales,
Win, Lose or Draw

18 hours on cable/ The New Adventures of Winnie the Pooh,
new Carol Burnett series

MCA/UNIVERSAL
261.5 HOURS TOTAL

—

137.5 hours/The Law and_Harry McGraw, Private Eye, A Year
in the Life, Family Man, Magnum P.|., Murder She Wrote,
Simon & Simon, The Equalizer

90 hours in synd./ The Bionic Six, Charles in Charge, Out of
This World, Bustin’ Loose, Puttin’ on the Hits

34 hours on cable/The New Leave it to Beaver, Alfred
Hitchcock Presents

ORION TELEVISION
242.5 HOURS TOTAL

52.5 hour-s/Cagney & Lacey, Adderly, Just You & Me, The
Ballad of Mary Phagan (mini)

190 hours in synd./ Hollywood Squares, High Rollers

NEW WORLD UNITS 169 HOURS TOTAL

New World
119.5 HOURS TGTAL

119.5 hours/Tour of Duty, Sledge Hammer, "Once a Hero,
Rags to Riches, Crime Story, Santa B Barbara

|

Marve! Productions
49.5 HOURS TOTAL
20TH CENTURY FOX
130 HOURS TOTAL

28.5 hours/ Little Clowns of Happyfown, Wiz Kids, Jim

| Henson’s Muppet Babies, Fraggle Rock

21 hours in synd./Jem, Transformers

61 hours/Leg Work, L.A. Law, Hooperman, Mr. Belvedere,
Pursuit of Happiness

69 hours in synd./Small Wonder, 9 to 5, $100,00
Pyramid

GREAT AMERICAN COMM, UNITS

114 HOURS TOTAL

Hanna-Barbera
78 HOURS TOTAL

46 hours/ Pound Puppies, Popeye and Son, 'Tis the Season to
Be Smurfy {Christmas special}, Flintstone Kids, Foofur

32 hours in synd. [The Jetsons, Funtastic World of
Hanna-Barbera, Ultra-Man (ommofed movie), Little Troll
Prince (animated movie), Hanna-Barbera SuperStars Ten (ten
animated movies)

[ Great American
Entertainment
15.5 HOURS TOTAL

12 hours/Sable, Eminent Domain (TV movie with J. Scherick
Associates), Kids Like These (TV movie), Angel in Green (TV

| _movie)

3.5 hours in synd. [Father & Family (pilot), ), Throb

Southern Star/Hanna-
Barbera-Australia
12 HOURS TOTAL

12 hours/ Teen Wolf, CBS Storybreak, Marvin: Baby of the
Year

Ruby-Spears
4.5 HOURS TOTAL

4.5 hours/Alvin & the Chipmunks, The Littlest Detective
{special)

Titus Productions
4 HOURS TOTAL

2 hours/Stones for Ibarra (TV movie)

2 hours on cable/Mandelo

WARNER BROS.
94 HOURS TOTAL

94 hours/Growing Pains, Head of the Class, Night Court, My
Sister Sam, Spenser: For Hire, O’Haro, Napolean and
Josephine (mini)

STEPHEN J. CANNELL

73 hours/ Wiseguy, J.J. Starbuck, Hunter, 21 Jump Street

47 5 HOURS TOTAL

Perry Mason movies

73 HOURS TOTAL
MGM/UA 29.5 hours/Hello Kitty's Furry Tale Theater, thirtysomething 23 hours in synd./Sea Hunt, We Got It Made
59 HOURS TOTAL 6.5 hours on cable/Kids, Inc. (Lynch-Biller Productions in
association with MGM/UA)
VIACOM 47.5 hours/ Frank’s Place, Jake and the Fatman, Matlock,

AARON SPELLING
44 HOURS TOTAL

44 hours/ Dynasty, Hotel

WITT/THOMAS/HARRIS
41.5 HOURS TOTAL

30.5 hours/ Golden Girls, Mama's Boy, Beauty and the Beast

11 hours in synd./It’s a Living

MTM
39.5 HOURS TOTAL

39.5 hours/St. Elsewhere, Newhart, Beverly Hills Buntz

Compiled by Allison Inserro
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DONE
IT?

We won't keep you in suspense: USA Network done it. It was USA who, last season,
produced 13 all-new, cable exclusive episodes of Alfred Hitchcock Presents. And USA 1s
doing it again with 41 more new Hitchcock episodes. Enough clues, motives and twists to
keep your subscribers totally mystified. And very satisfied.

And as you might suspect, it’s this commitment to original and exclusive
programming that has made USA the most-watched cable network in the USA.

Of course, it’s no mystery how we maintain our position as Cable’s Flagship
Network. Hitchcock is just one of a full lineup of outstanding USA originals. A lineup that
includes Robert Klein Time, Ray Bradbury Theater, Check It Out, our own game shows
and many other examples of quality entertainment. The kind that adds value to your
entire cable package.

But while our entertainment may be ruthlessly effective, it works even better with
accomplices.

USA Network provides you with a complete package of marketing support
materials featuring program guides, free billstuffers and free monthly ad mats. The plot
thickens with the industry’s most comprehensive local ad =
sales program and major consumer promotions. | i

So whodunit? Who has done more for cable subscribers ' ,
and cable operators, and keeps right on doing it?

You know who. NETWORK

And it i1sn’t the butler. AMERICA’S ALL ENTERTAINMENT NETWORK

Sources: NTI NCAR Special Report May 1987 Avg. Weekly HH Cume, Feb. 1987 NHI. Excluding superstations.
Affliate Relations Regional Offices: Eastern — Betsy Dirnberger (212) 408-9170, Central - Carolyn McCrory (312) 644-5413, Western— Barbara Kirbach (213) 277-0199
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THE BROADCAST JOURNALISM SCENE

Sad News at Black Rock,
(Good News From the Field

With economic reality
causing turmoil at all
three networks, TV

' journalists were

|

making news as often
as covering it

eclining viewership, staff cuts,

strikes, public anguish, Con-

gressional hearings, intramu-

ral bloodletting—and, as the
punch line goes, those were the high
points for network news in 1987.

If anyone doubted that the balance of
power in broadcast journalism was shift-
ing, they had only to flip through a calen-
dar of events. While local, regional, syndi-
cated and cable-news services flourished,
network news seemed to careen from cri-
sis to crisis.

The traditional dominance of CBS, NBC
and ABC continued to weaken in 1987.
Escalating budgets (once palatable,
thanks to entertainment-programing
profits), became truly unacceptable when
viewers started to drift. Between the
1979-80 and the 1986-87 season, audience
share for the Big Three newscasts
dropped from 76 percent to 63 percent,
according to Nielsen. But during that
period, network news budgets rose from
an average $100 million to more than $300
million.

News operations came under unprece-
dented austerity measuresin’87. At NBC,

|
J

corporate parent General Electric lost no |

time instituting cost-control programs,
even though NBC’s lead in entertainment
made the network profitable. Now GE is
reportedly preparing to follow recommen-
dations by consultants McKinsey & Co. to

consolidate news bureaus and to allow

staff to shrink through attrition.

Capital Cities/ABC cut its news staff by
some 60 people out of 1,200. But that
couldn’t keep the third-place network
from reporting an operating loss for the
vear—the first since 1971.

Because CBS News has long symbolized
the best in broadcast journalism, most
media attention focused on the turmoil
there—both because of the network’s his-
tory and because the cutbacks were swift

and stunning. Yet even with CEO
Laurence Tisch cinching the corporate
belt, first quarter '87 became the first in
the network’s history to record a net loss.

Before Tisch assumed official command
in the spring, rumor had it the 64-year-old
tycoon was “a fan of news.” “I can guaran-
tee you that the one area I will never inter-
fere with is the delivery of news,” Tisch
told Channels in February.

But no sooner did he take charge than he
began to prune the division’s budget by
some $30 million. More than 200 staffers
were cut, including such veteran corre-
spondents as Ike Pappas and Fred Gra-
ham. And Tisch’s actions sparked an
angry public outburst by Dan Rather.

“Our new chief executive officer,
Laurence Tisch, told us when he arrived
that he wanted us to be the best,” Rather
wrote in a controversial New York Times
op-ed column (“From Murrow to Medioc-
rity?”). “We want nothing more than to
fulfill that mandate. Ironically, he has now
made the task seem something between
difficult and impossible.”

If public editorializing failed to endear
Rather to Tisch, the anchorman’s 1987
ratings made relations even trickier.
Rather’s salary (reported to be in the $2.5
million range) was tops among his competi-
tors; his Nielsen numbers for most of the
year were not. NBC’s Tom Brokaw essen-
tially pulled even with Rather on a nightly
basis, though by year’s end Rather was
again number one, thanks to favorable
people-meter returns. Then there was his
September disappearing act: Rather
stalked off the Evening News set when the
start of the program was delayed by a tele-
vised tennis match.

ronically, the sad year at Black
Rock ended the way it began, with
controversy at daybreak.

After announcing in late ’86 that
it intended to scrap its early morning news
in favor of a show originating in the enter-
tainment division, CBS trashed one proto-
type, launched The Morning Program in
January 87, then killed it after only nine
months, returning the time period to
News. Now the network’s early morning
hopes ride with Kathleen Sullivan, whom
CBS lured from ABC in September.

Strikes by newswriters at all three net-
works in 1987 underscored the new own-

ers’ determination to hold costs down. The
issue in each case was management con-
trol over hiring and firing—the ability to
dismiss employees on the basis of merit
rather than seniority, and to hire non-
union, part-time newsroom help.

At the same time they were trying to
rein in new expenditures, the three man-
agements sought to “amortize” existing
costs. With increasing competition at
home from alternative news services, the
networks sought out foreign markets.
Efforts such as CBS Broadeast Interna-
tional and Anglovision, an NBC/American
Express co-venture, were designed to ser-
vice an increasing appetite for news prod-
uct in Europe.

hile the graying giants
were losing some of their
clout, the upstarts were
gaining strength—and con-
fidence. A rising tide raises all boats, and
the general increase in cable viewership
benefitted the wire’s news and informa-
tion services in '87, most particularly
Turner Broadcasting’s news divisions.
CNN, CNN Headline and CNN Radio
expanded their budgets last year, while
moving into profitability for the first time.

According to Turner Broadcasting’s
annual report, the combined news budget
rose from $23 million in 1920 to some $130
million in 1986, with 1,164 full-time news
employees under contract. This past sum-
mer marked the high point of CNN’s short
history, when the 24-hour cable network
recorded its then highest viewing level—a
3.5 rating/9.6 audience share—for the first
day of Oliver North’s testimony before the
Senate’s Iran-Contra Committee.

But CNN wasn’t the only non-network
service enjoying a good year. With man-
agements scrutinizing budgets, the net-
works began to look increasingly to their
affiliates for coverage of local events.
Thanks to satellite news-gathering (SNG)
equipment, affiliatestations could provide
footage to network headquarters quickly.
At the same time, portable SNG gear
allowed local stations to cover national and
international stories with their own
reporters—further reducing demand for a
network presence.

But the trend toward decentralization
was perhaps most pronounced in the pro-
liferation of “regional news cooperatives,”
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The voice of Dan Rather: In a New York Times piece, Rather gave harsh
criticism to new CBS CEO Laurence Tisch's cost-cutting measures. Later
inthe year, however, Tisch promised the news division a prime time slot
(and increased resources) for a new documentary series.
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ad hoc affiliations of stations that cover sto-
ries in their states and regions, then make
the feeds available to one another regard-
less of network affiliation.

One of the most advanced is the Florida
News Network, now utilizing satellite
technology. Operating since late 1984, the
news co-op provides statewide coverage
and daily feeds for nine participating sta-
tions. Whether it’s a killer frost in the Pan-
handle, a major cocaine bust in Miami or a
hurricane lashing the Keys, Florida sta-
tions now have the story in minutes,
reported by knowledgeable local report-
ers rather than network correspondents
flown in for the day.

“The rules have changed,” says Mel
Martin, news director of WJXT in Jack-
sonville, and one of the founders of Florida
News Network. “The networks can’t
really tell us what to do anymore. In a
sense, we're all independents.” Martin says
regional cooperatives are the wave of the
future because they give stations the power
to decide what’s news in their states without
relying on “tired network feeds.”

In return, networks can take advantage

of cooperatives’ feeds without having

to ferry in reporters and crews at
high cost.

“The only downside for the net-
works is if there’s a local news
embargo,” says Martin. “In that
case, members of the co-operative
get the first crack, regardless of

their affiliation.”

The vear past also saw the con-
tinued growth of the syndicated
services. Offering overdubbed or

“clean” videos (so local anchors
can do their own voiceovers), the
services offer breaking stories
as well as features on business,
politics, entertainment and fash-
ion. Major players in the field in-
clude CNN's Newsource and Lori-
mar-Telepictures’ NIWS.

The success of Independ-
ent Network News illus-
trates the widening web
and interdependency of
alternative  operations.
While providing nightly

tions, INN in turn uses

World Television News and

Visnews International for its for-
eign feeds.

With such stalwarts as CBS producer
Don Hewitt now calling for the networks
to experiment with scaled-back, televised
“wire services,” it’s clear the status quo
won’t continue much longer. “The time
has come to play a new game,” Hewitt told
this year’s Radio-Television News Direc-
tors convention. *“Six hundred stations are
already beating us at the old one.”
JOSEPH VITALE
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reports to 115 affiliated sta-
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President and CEO

Act I1I Broadcasting, Inc.
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President
C4 Media Corporation
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Garth S. Lindsey
Executive Vice President
and CFO

United Television, Inc.
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Chris B. Tyson

President and CEO
Hospitality Network
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Merrill J. Oster
President and CEO
Oster Communications
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“I've been very impressed with First Banks’
industry knowledge, customer interaction,
imnovativeness and responsiveness...[they
will] bend over backwards to provide flexible
financing to fit the needs of the acquisition. ..
an excellent bank to work with.”

“...super responsive...a flexible and creative
group..”

“We are proud to have been with First Banks
as our primary bank for over twenty years.
The Media Division’s friendly, personable
response to finding solutions for our financing
needs makes them a pleasure to work with.”

“...a delight to work with...a super
group of people...First Banks’ media effort is
top flight in my book.”

“The folks at First Banks take the time to
understand my busiess. .. Their products
are tatlor-made to help me take advantage of
my growth opportunities. At First Banks,

I get more than a loan, I get a personal
relationship.”

Our Clients

ak For Themselves

And What They Say Says A Lot About Us.

If you don't talk about your banker like this, maybe we should talk. Call us at (612) 370-4844.

W

First Banks

Members First Bank System

Communication Industries Division

WWW.americanradiohistorv.com




THE ADVERTISING SCENE

The Networks Revenge:
How High Will It Go?

A strong network
up-front market
spurred demand on
every front: barter
syndication, cable
and spot will benefit

veryone with a finger in TV

advertising felt the tempera-

ture rising. Until October’s

stock market bust, it was going
to be a hot market in 1988. Even now the
question remains, How hot?

The quadrennial Olympic/election years
ordinarily mean TV-advertising growth
rates of more than 10 percent, and 1988
may be no exception. The Television
Bureau of Advertising (TvB) predicted
before the bust that TV revenues will rise
12 percent, to $26.5 billion. While that
growth pales next to the 18.4 percent
jump TV enjoyed in the last quadrennial
year, it’s pretty respectable considering
the outbreak of people-meter anxiety wit-
nessed in the ad community in 1987.

When Nielsen turned off its longtime
ratings system in September, it intro-
duced an unsettling new risk in the buying
of network time. What the advertiser
thought was a good buy—or the network
regarded as a good sell—based on experi-
ence with the old ratings, might turn out
rather different as measured by the people
meters. And that has required a longer-
than-normal leap of faith by advertisers.

Yet if the summer up-front buying for
network prime time is an example, adver-
tisers expect heavy demand for TV in '88.
By springtime, they had witnessed three
strong quarterly “scatter” markets and
were easily swept along with the crowd,
paying rates in this season’s up-front
period 15 to 20 percent above last season’s.
Moreover, they broke tradition by agree-
ing to share in the people-meter risk. Ordi-
narily the network guarantees that the
advertiser will get 1090 percent of its con-
tracted reach, but this year, with the
change In technology, advertisers
accepted modified guarantees that left
them with part of the risk of audience
underdelivery.

Buyers estimate that it cost an average

Adding fuel to the '88 ad fire: new categories, such as AIDS-preventive condom ads

of $8.10 to reach a thousand viewers in net-
work prime time last season, and if people
meters swing low, raising the cost per
thousand (CPM), it could help push the
1987-88 season’s CPM into double digits
for the first time. CPMs are already being
pushed up by the continuing erosion of the
network audience, which means fewer
thousands of viewers for the money. The
runoff from the erosion has been notice-
able: Prime time network viewing in the
first half of '87 was down 4 percent com-
pared with the same period in '86 (while
cable and independent:station audiences
were up), and that was typical of other
dayparts.

scalating network CPMs will be

bad news for advertisers but

will be good for the networks’

competitors, making their air-
time look like a relative bargain. “The rest
of the media,” says Grey Advertising
executive v.p. and director of media pro-
gramming services Alec Gerster, “‘are
playing into the halo of the up-front net-
work marketplace.”

What’s truly remarkable is that the
three networks’ up-front sales this season
did not come at the expense of the other
sellers of TV time. Barter syndicators, for

WWW._americanradiohistorv.com

instance, sold more than $500 million in up-
front commitments last spring—about
$100 million more than for the previous
season—even before the broadcast net- |
works began negotiating in earnest. And
though the syndicators might have done
better if they’d waited until the networks
had nearly sold out the time they planned
to sell up front, CPMs for the top syndi-
cated shows are reaching parity with
those for network time. Household CPMs
for Paramount’s Star Trek: The Next Gen-
eration, for instance, are in the $9 range,
according to Brian Byrne, president of
newly formed International Advertising
Sales (IAS), which sells time in the series. |

Much of this money is new to television
and is finding its way into new hands. Fox
Broadcasting made up-front sales of about
$100 million this year, and cable networks
were aggressive in making up-front
deals—especially ESPN with its National
Football League games, which hit the ad
market before the players’ strike took
much of the luster off of the NFL for many
advertisers. Sales by these network com-
petitors added between $600 million and
$750 million to the three networks’ hefty
$3 billion up-front sales for the season.

In such a robust environment, network

sales executives say "88 may be the year |
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they try to attach a premium to the price of
15-second commercials, which they now
sell for half the cost of 30s. After all, the
networks started selling 15s partly to off-
set the soft demand of the past two years.
(And the 15s did add to demand: They
attracted more than 40 companies to net-
work advertising in ’86, according to the
ad agency J. Walter Thomj .on.) The net-
works may not be able to hike their prices
on 15s, however. Low cost is the 15s’ chief
virtue, and buyers say they doubt they’d
accept a price closer to that of 30s. Indeed,
in spot purchases of time, where stations
typically sell a 15-second ad for three quar-
ters of the price of a 30, the shorter ads
don’t move.

So much network and barter time is sold
upfront that those markets are protected
somewhat from the fallout of the stock
market crash of October 87, leaving spot
advertising at greatest immediate risk if
advertisers reduce their buying. Though
spot sales had been relatively flat through
1987, they gained strength late in the vear
in anticipation of a tight supply in ’88,
when politicians are expected to snap up
nearly $200 million in ads and the Olym-
pies will run off with big chunks of time
that network affiliates otherwise would
have available. While economically
depressed regions will still have problems,
ad-rep firms expect total spot revenues to
grow more than 10 percent. In compari-
son, spot growth in 87 was estimated at
just 5 or 6 percent.

A spot-market revival will be welcomed
by the ad reps, who have gone through
their own tremendous upheaval. Several
major station groups, with spot billings
totalling more than $500 million, switched
reps during the year—echoing the many
changes in station ownership and manage-
ment that have severed old rep relation-
ships. Stations in motion included those
owned by Chris-Craft, Fox, Tribune and

the TVX Broadcast Group. No single rep
is the big winner or loser so far.

Perhaps the healthiest sector in TV
advertising, stations’ local sales grew
some 7 to 9 percent in '87; TvB expects it
to grow 12 to 14 percent in '88, compared
with growth of 10 to 12 percent for net-
work and spot sales. Local revenues in '87
may have exceeded sales in the spot mar-
ket for the first time ever (see chart).

While cable networks, with their high
proportion of long-term ad deals, are less
volatile year to year than broadcasters,
they’'re expected to benefit from the spill-
over of demand for network time. “We're
looking at a year of 20 percent increases,”
says Jack Myers, president of the cable
marketing firm Infomarketing Ine. “Cable
will benefit from the strong network mar-
ketplace, but the key is improved pro-
gramming on cable.”

dvertisers, however, say that

most cable programming isn’t

up to par with the networks’,

and that it’s bothersome to buy
time on cable networks, most of which can
offer only a fraction of a rating point at a
time. That’s why Infomarketing formed
CableOne, a buying system that allows
advertisers to get ratings of network size
by negotiating a deal for time on all or any
combination of the cable networks. Ca-
bleOne barely got rolling in ’87 and
expects to handle only $18 million of the
billion-dollar cable time sales in "88—but
much of it, Myers says, will be from new
advertisers attracted to cable by the
increased ease of buying time.

Barter syndicators also saw the advan-
tages of aggregated selling during the
year. The sales arms of Tribune Enter-
tainment and Cox’s Television Program
Enterprises joined to form TeleTrib.
Camelot, the sales division of King World,
picked up sales duties for MGM/UA and

Walt Disney Company’s Buena Vista
Television. And in the biggest move of all,
Paramount, Coca-Cola Telecommunica-
tions and Orbis Communications united
their barter divisions to form IAS. The
three firms in IAS, selling separately dur-
ing the past year, handled more than half
of all barter sales, according to Paul Kagan
Associates.

Restrictions on commercial content con-
tinue to be loosened, at least in ads aimed
at adults. Despite continued lobbying by
public-interest groups to chase beer and
wine ads off the air, industry executives
doubt Congress will enact that prohibition
in '88. In fact, CBS even liberalized its
standards this year to allow ads that
“tastefully” depict actual drinking. It was
also the vear in which all three networks
allowed ads to show live models wearing
bras and lingerie. And though they
haven’t accepted condom commercials to
run nationally, some of their owned sta-
tions have run ads advocating the use of
condoms to prevent the spread of AIDS.
“The key issue in 1988 is how much fur-
ther they will go with condoms,” says
Hedda Neil, director of legal clearance for
DDB Needham Worldwide. “Will they
restrict it to AIDS prevention, or will they
open it up for birth control?”

In the area of children’s programming,
however, there’s a chance that the govern-
ment will restrict TV. Several bills in the
House of Representatives would limit the
commerecialization of kidvid and the toy-
related animated shows that crities ecall
“program-length commerecials.” And a
pair of federal appeals court decisions has
prompted the FCC to open a review of pol-
icy on those matters, as well as limits on
commercial time and on programs
designed for use with the new interactive
toys—and the First Amendment implica-
tions of such rules.

JOE MANDESE
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TFBA Limited Partnership

a limited partnership formed in part by
Robert M. Bass Group, Inc.

has acquired

Taft Broadcasting Company

The undersigned acted as financial advisor to
Robert M. Bass Group, Inc. in this transaction.

MORGAN STANLEY & CO.

Incorporated

October 6, 1987
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THE FINANCE SCENE

1987 For Cable and Radio,

It Wasa Breathtaking Year

Everyone gets in the
cable-financing act as
per-subscriber prices
reach $2,000, but the
picture seems cloudy
for the coming year

here was a time, not too long ago,

when only the brave would

finance the construction or acqui-

sition of cable-television sys-
tems. Today, raising money for cable deals
is routine for all major Wall Street finan-
cial institutions.

At the beginning of this decade, only a
handful of brokerage firms—usually
regional firms staffed with former cable
people—peddled systems through an old-
boy network of cable executives. Today,
that network still exists, but it is supple-
mented by a host of upstart and large
cable-system buyers and the major invest-
ment banks.

Those changes, combined with the
extraordinary boom in the cable business,
prompted 1987’s most significant story in
media finance. It is a tale involving billions
of dollars and a tale that is reshaping both
the structure of the cable industry and
television itself. Says Morgan Stanley
banker Steven Rattner: “Cable’s story
this year has been breathtaking.”

In 1986, about 350 brokered cable-sys-
tem deals were announced, with a value
over $4 billion. Although those figures are
unlikely to be surpassed by 1987’s, the
year saw a host of major transactions,
with each one driving prices paid per sub-
seriber close to and above the $2,000-per-
sub plateau. High-profile deals included
Jack Kent Cooke’s acquisition of McCaw
Cable’s 433,000 subscribers for $755 mil-
lion and Cooke’s later buy of First Caro-
lina Communieations and its 167,000 subs
for about $300 million. Heritage Communi-
cations, with its 983,000 subscribers, was
sold to cable leader Tele-Communications
Ine. (TCI) and its management for nearly
$1.2 billion, and Viacom’s 972,000 sub-
seribers were sold to National Amuse-
ments for a price analysts estimate to be in
excess of $1.3 billion.

Although the station-trading and

money-raising businesses remained
healthy in 1987, the financial problems of
independent stations and the far more
finite number of stations (compared to
cable systems) created a market in which
cable systems became the most widely

trafficked currency in media-industry deal-

making. Financings for media companies
also slowed markedly in 1987, and the late-
year dramatic drop in stock prices raised a
host of questions about the financing capa-
bilities of both small and large media-
industry companies.

ederal cable deregulation at the
beginning of 1987 was one ingre-
dient in the boom in cable deals,
as was the faet that cable was
now reaching half the nation’s homes and
the fact that the cable-programming
lineup seemed to be more attractive than

ever. Moreover, a continuing strong finan-
cial environment, with relatively low
interest rates, plentiful capital and a
strong overall economy, helped fuel
cable’s rise. And cable’s credibility was
never higher.

“The supply of money has been by most
standards plentiful,” says Phil Hogue,
Daniels and Associates executive vice
president. “The rate structure has been
stable, low enough to make a lot of deals
work on the aggressive side. Having a
favorable rate structure is one thing, but
having a community believe in the activity
is another. And a broadening of the indus-
try’s access to financial alternatives, like
junk and zero-coupon debt, helped consid-
erably.”

As per-subscriber acquisition multiples
soared, so did other measures of transac-
tion values. In 1987, buyers were willing to
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Storer Communications, Inc.

has sold the stock of the subsidiaries
that own television stations

WAGA-TV

(Atlanta)

WJIW-TV

(Cleveland)

WJBK-TV

(Detroit)

KCST-TV

(San Diego)

WSBK-TV

(Boston)

to

SCI Television, Inc.

The undersigned acted as financial advisor to
Storer Communications, Inc. in this transaction.

MORGAN STANLLEY & CO.

Incorporated

October 29, 1987
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acquire cable companies at cash-flow mul-
tiples of 12 times and above, up signifi-
cantly from the eight-times multiple gen-
erally paid just two years before.

he growing number of system

buyers—cable entrepreneurs

like Bill Bresnan and Steve Sim-

mons as well as financiers like
Cooke and the Bass Brothers, the Texas
oil magnates who were involved in the
$300 million acquisition of Prime Cable of
Atlanta and other transactions—and
thriving, giant MSOs such as TCI and
American Television and Communications
(ATC), the Time Inc. subsidiary, suggests
that the cable market will set new records
in 1988 unless the economy collapses.

The continuing demand for systems and
their limited supply helped fuel that opti-
mism. Moreover, with cable-system con-
struction nearly over, most operators
focused in 1987 on efforts to improve prof-
itability and marketing programs, which
were clear attempts to increase revenues

| by raising stagnant penetration levels.

44

n broadcasting, merger-and-acqui-

sition and in particular financing

activity quieted markedly from

1986, a veur that featured sales of
each of the big-three networks and record-
breaking station sales. But while the tele-
vision-station market softened, the mar-
ket for radio stations intensified at the
pace if not the scale of the cable field.

The break-up of Storer Communica-
tions, owned by Kohlberg Kravis Roberts,
and the sale of its six television stations for
about $1.3 billion to George Gillett, as well
as Gillett’s $365 million purchase of Tampa
CBS affiliate WTVT, represented the
year’s most significant television transac-
tion.

Like so many major media deals of the
decade, Gillett’s buying spree waus
expected to be financed via low-grade junk
bonds assembled by Drexel Burnham
Lambert. But Drexel faced continuing
allegations of impropriety stemming from
insider trading scandals. The possibility of
major federal legal action against Drexel
raised the prospect of an important source
of media-industry funds drying up. Drexel
has raised money for Rupert Murdoch,
Ted Turner, TCI and production compa-
nies such as the DeLaurentiis Group.

Before the Wall Street collapse, which
saw inflated media stocks fall with the rest
of the market, First Boston analyst
Richard MacDonald predicted “a host of
new equity offerings” since the coming
vear looked fundamentally sound. With
the market picture uncertain and smaller
companies, Rarticularly in production, fac-
ing problems, predicting what 1988 holds
became a much tougher guessing game.

MERRILL BROWN

MONEY INTO TELEVISION

Public Debt Obligations Description of Issue Amount | Managing
(millions)| Underwriters
7/87 United Artists Comm. |Convertible subordinate §245 Drexel Burnham
| Inc. debentures Lambert
8/87 Gillett Holdings 137/8% subordinated 170 Drexel Burnham
debentures due 1999
8/87 Gillett Holdings Series F senior notes due 150 Drexel Burnham
11994
2/87 Cablevision Industries | 111/4% senior subordinate | 150 Morgan Stanley
debentures PaineWebber
8/87 Gillett Holdings Series D senior notes due 100 Drexel Burnham
1992
7/87 United Artists Comm. |6.37% 15 year reset 100 Drexel Burnham
Inc. convertible subordinate
debentures
2/87 Weintraub Subordinated debentures 81 Bear Stearns
Entertainment with warrants
5/87 Nelson Entertainment |Subordinated guaranteed | 57.5 Bear Stearns
Group bonds Shearson Lehman
8/87 Star Cablevision Senior subordinate 50 Morgan Stanley
Group debentures
8/87 Burnham Broadcasting| 137/8% subordinate 32 Kidder Peabody
Co.,LP debentures due 1999 Shearson ‘
INITIAL PUBLIC OFFERINGS
8/87 McCaw Cellular 13,030,000 shares class A | 283.4 | Morgan Stanley I
common stock
9/87 Centel Cable 4,000,000 shares class A 82 Morgan Stanley
Television common stock Smith Barney
2/87 The Musicland Group (2,012,500 shares common 40.25 | Bear Stearns
stock Merrill Lynch
Donaldson Lufkin
& Jenrette
10/87 The Fashion Channel | 2,000,000 shares common 15 Hanifen Imhoff
stock R.G. Dickinson
7/87 Midwest Communi- 1,600,000 common stock 14.4 | PaineWebber
cations CorP. _— ) —

PRIVATE PLACEMENTS

Inc.

1992

7/87 Tele-Communications |Senior notes series A due 185 i PaineWebber
Inc. 1999

4/87 DIC Animation inc. | Leveraged buyout 70 Bear Stearns

7/87 Tele-Communications |Senior notes series B due 50 PaineWebber
Inc. 1999

6/87 Noble Broadcast Senior revolving creditand | 40 PaineWebber
Group Inc. term loan due 1997

6/87 Noble Broadcast Senior subordinated 40 PaineWebber
Group Inc. |debentures due 1999

6/87 Noble Broadcast | Cumulative preferredstock | 11.5 | PaineWebber
Group Inc. |with warrants due 2002

7/87 Tele-Communications |Senior notes series C due 10 PaineWebber

7/87 Tele-Communications

Inc.

Senior notes series D due

1991

5 PaineWebber

PARTNERSHIPS

8/87 Prime Cable

140,500,000 LP units
2,025,000 General LP units
|4,500,000 General Partner

|units
!

47.025| Morgan Stanley

Source: Media Business News
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Storer Communications, Inc.

has sold the stock of

WTVG, Inc.

owner of television station

wWTVG-TV

(Toledo)

to

Toledo Television, Inc.

The undersigned acted as financial advisor to
Storer Communications, Inc. in this transaction.

MORGAN STANLEY & CO.

Incorporated

October 30, 1987
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TRANSITIONS '87

tertainment.
Our World, critical-
ly acclaimed though

= |

l

Bill Moyers, from o

v

ers, who'll do special

CBS to PBS. Moy- ,«-{ ilﬂQ '

Victor Parra re-
signed as executive
director of Cable Tel-

low-rated ABC pro- | reports for Public ™ evision Marketing |o
gram, to PBSinearly | Broadecasting, had Association. =
’88, possibly under a ‘ criticized “entertain- Barry Kaplan, me- E
different name. Co- | ment values” innet- @0 % dia director of Ted |¥
host Linda Ellerbee to work news. Sullivan: To CBS.  Bates/New York, to E
coproduce. Dan Ritchie, chairman of | vice president of sales and E
Steve Friedman, @ Westinghouse Broadcasting | markxeting, AGB TelevisionRe- |2
formerexecutive pro- Co., to retirement. search. Joseph Philport, presi- |2
ducer of NBC’s To- | David Poltrack, vice presi- ‘ dent of AGB, to A.C. Nielsen, ~
day show, to Grant Tinker/ | dent of research, CBS Broad- | as senior v.p./director of mar- ]
N Gannett’s GTG Entertainment | cast Group, to vice president of [ ket development.
\OVGrS as producer. marketing, CBS Television Dennis Patrick, FCC com- ‘
Network. ‘ missioner, to chairman; prede-
Barry Sand, pro- | cessor Mark Fowler to the |
Frank Biondi, Tony Cox and ‘ ducer of Late Night | Washington law firm of La-
Henry Schleiff, onetime brain- With David Letter- | tham & Watkins.
trust of HBO, to the competi- man, to executive pro- Morning Maneuvers: Kath-
tion. Biondi to president/CEQ, ducer of Fox’s The | leen Sullivan, anchor of ABC’s
Viacom Inc; Cox to head of Via- Late Show. | World News Saturday, to co-
com’s Showtime/The Movie Mort Marcus, presi- | host of CBS’s The Morning
Channel; Schleiff to chairman, dent of Colex, to exec- | Program, replacing Rolland
Viacom’s broadcast and enter- utive vice president, | Smith and Mariette Hartley.
tainment group. g Hal Roach Studios. David Hartman ended his 11-
Tom Freston to sole presi- - The National Foot- | year tenure as host of ABC’s
dent and CEQ, MTV Net- Py SEsae) PBS BEander puswres ball League, after 30 | Good Morning Americatopro-
works following co-president Paper trail: Variety to Cahn- vears of network exclusivity, | duce specials for the network.
Robert Roganti’s resignation. | %rs Publishing Co. for $40 | tocable’sESPN fora package of Van Gordon Sauter, former
Adam Clayton Powell lll, son | million; Broadcasting to Times- | preseason and Sunday games. head of CBS News, hired, then
of the late flamboyant Harlem | Mirror for $75 million; Bill- Pat Robertson, head of Chris- dropped, as commentator by
congressman, to news chief of | board Publications to Affili- tian Broadcasting Network, re- Los Angeles’ KTTV in July. |
National Public Radio. ated Publications for $100 | signed in October—the day he William Baker, from presi- E
William G. Moll, president million. announced his presidential | dent, Group W Television, to 2
and CEO of Harte-Hanks Tele- Av Westin fired, then re- candidacy. ‘ president, WNET, New York. E
vision, to president of the Tele- | hired, by ABC News after Wes- Dick Clark’s American Band- John Summers, National As- |2
vision Bureau of Advertising, | tin circulated an in-house | stand, after 30 years on ABC, | sociation of Broadcasters’ |7
replacing Roger Rice. memo criticizing the network’s | into syndication. number-two man and top lob- |z
Stuart Hersch, chief operat- | news procedures. Randy Reiss, president, Act | byist, to retirement. ‘S
ing officer and force behind | Ernie Schultz to full-time | Nl Communications, to presi- Donald Ledwig to president, E
King World’s rise to syndica- | president, Radio-Television | dent, network television, Walt = Corporation for Public Broad- S

tion power, resigned for undis-
closed plans.

M.G. O'Neil, CEO of Gen-

News Directors Association,
the first in

Disney Television.

casting.

the organiza- |

Corp Inc., to retirement in Jan- | tion’s 41-year J h ,' wil - A
uary, replaced by A. William | history. Blrt S X 4\? /. '/L 0
! Reynolds. Jim and Tam- » / - | Y
| After four months as acting | my Bakker, co- ‘?]/ U
head of CBS, Laurence Tischto | hosts and found- / = —
president and | ersof The PTL e e e
CEO in Janu- | Club and own- E e -
ary. gugrofienlage The Fox Broadcasting Company, with two full evenings of original programming
BeiS: Eidy || WS \eheme in April and July. Fox also hosted the Emmy Awards in September.
DIESIAEHE Of] || e forinen: People Meters, children of AGB Television Research and Nielsen Media Re-
CBS 0&0s, to | ployment fol- search, on September 1 nationally.
- president of | lowing a sex The Travel Channel, a product of TWA Marketing Services, launched on 190 cable
Tisch MultimediaEn- | scandal. systems in February. ’

GTG Entertainment, a joint production venture of Grant Tinker and Gannett.
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Lee Marvin, 63, Lt. Frank Bal-
linger of NBC’s M Squad, in
- Tucson, Ariz.

David Susskind, pro-
ducer and host of
the syndicated David
Susskind Show, at 66.

Clara ("Where's the
Beef?") Peller, at 86.
The 1984 TV cam-
paign she starred in is
credited with increas-
ing Wendy’s profits 24 percent
that year.

Hugh Brannum, “Mr. Green
Jeans” on CBS'’s Captain Kangaroo for 29 years, at 77.

Quinn Martin, veteran TV producer of such series as The Un-
touchables and The Fugitive, at 65.

Stephen Small, 40, former vice president, Mid America Media,
after being buried alive in wooden box by kidnappers.

Richard Goldstein, 48, vice president/marketing, CBS Sports.

Jackie Gleason, TV’s “Great One,” star of The Hon-
eymooners and The Jackie Gleason Show, in Florida,
at age 71.

Edgar Rosenberg, 62, husband of comedian Joan
Rivers, in Philadelphia. Rosenberg, former executive
producer of Rivers’ The Late Show, took his own life.

Lorne Greene, paterfamilias Ben Cartwright of NBC’s Bo-
nanza,in Santa Monica at age 72.
w1 Smiling pianist Liberace, star of his
§ | own 15-minute syndicated TV show

(1953-55), at age 67.
| Dan Rowan, 65, comedian and cohost
| (with nightclub partner Dick Martin) of
§| Laugh-In, trend-setting NBC comedy

B3 BOU
Clara Peller

PN |
Honeymooner Jackie Gleason.

million. It is second- ! ular weekly radio show, pro-

Acquisitions

largest radio-only
sale, after Metrome-
dia’s $285 million
management buyout
in 1986.

George Gillett's
Gillett Group pur-
chased six TV sta-
tions from Storer
Broadcasting, then bought
Gaylord Broadcasting’s Tam-
pa, Fla., station for a combined

| $1.6 billion.

Adams-Russell, MSO with

Sumner Redstone’s National | some 230,000 subscribers,

Amusements bought Viacom
Inc. in March for $3.4 billion.
After the merger, Redstone
named himself Viacom chair-
man, replacing Ralph Baruch.

Taft Broadcasting’s five inde-
pendent stations acquired by
TVX Broadcast Group for $240
million.

Coca-Cola merged its enter-
tainment businesses with Tri-
Star Pictures in exchange for a
49 percent interest in Tri-Star.
Net value of businesses trans-
ferred: $745 million. The new
company, Columbia Pictures
Entertainment Inc., will be
headed by Tri-Star chairman
Victor Kaufman.

Orbis Communications pur-
chased by Carolco Pictures in
June for $15.4 million. The
buyer is producer of Sylvester
Stallone’s Rambo films. The
deal gets Carolco into the TV
syndication and barter busi-
nesses, and more.

DKM, Atlanta-based owner
of AM/FM radio stations in
eight cities, acquired by Sum-
mit Communications for $200

bought by Cablevision Sys-
tems, for $301 million cash and
assumption of $174 million in li-
abilities.

Dun & Bradstreet Corp., par-
entof A.C. Nielsen Co., agreed
to acquire Information Re-
sources Inc., market research
company, for $572 million.

Norman Pattiz’s Westwood
One acquired the NBC radio
network for $50 million.

Stoner Broadcasting, a 16-
station radio system, pur-
chased by ML Media Partners
for $52.7 million. ML Media
then bought WEBE (FM), a
Westport, Conn. station, for
$12 million.

Heritage Communications,
owner of radio and TV stations
and cable systems, bought by
Tele-Communications Inc. for
$892 million.

Five TV stations and five low-
power stations by Hallmark
Cards and First Chicago Ven-
ture Capital for $300 million.
All stations are Spanish-lan-
guage. Hallmark owns 75 per-
cent of group.

Demises

Fairness Doctrine, age 38, in
Washington, D.C. Some say
reports of doctrine’s demise
have been exaggerated and
that it will return in ’88.

The Home Shopping Game
Show, in February, at age four
months. The show had aired in
15 markets (on the CBS 0&Os
and independent stations) be-
fore low ratings killed it.

Hill Street Blues, after six
years on NBC.

Lorimar-Telepictures’ adver-
tising, TV-station and publish-
ing divisions, sold after a disas-
trous '86 in which the company
lost $59 million.
Chairman Merv
Adelson said L-T
will return to its
original trade: pro-
ducing and dis-
tributing movies
and TV shows.

Colex Enter-
prises, program-
ing partnership
between LBS Com-

duced by Minnesota Public
Radio and distributed nation-

| ally by American Public Radio.

Keillor left to concentrate on
his writing.

VTV, Lorimar’s one-hour syn-
dicated home-shopping strip,
in July.

Amos 'n’ Andy on Broadway.
U.S. District Court ruled in
August that €BS still holds
rights to the series. Producer
Stephen Silverman had argued
that CBS lost rights through
lack of use.

munications and
Coca-Cola, in
April. The joint
syndication ven-
ture, handling
first-run and off-
net programming
for barter sale,
was absorbed into
LBS.

A Prairie Home
Companion, Gar-
rison Keillor’s pop-

Trashed

The Garbage Pail Kids,
a weekly children’s car-
toon show, by CBS, a
week before its pre-
miere. Controversial
show was based on a set
of novelty cards that
some considered dis-

. tasteful.
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Karl crash

Courting

In March, U.S. Supreme
Court upheld ruling striking
down Utah law that would
have allowed states to ban “in-
decent” cable programs.

Vestron Inc., Hemdale Pic-
tures and HBO Video tangled

Jane Fonda exercise king Stuart Karl
- pulled a hamstring in March when he and
two other Karl/Lorimar Home
Video executives were asked
to resign after Lori-
mar discovered they
were owners, at least
in part. of Continen-
tal Marketing Dis-
tributors, a vendor
that was doing
business with Lor
imar. The Holly-
wood trades said
. approximately
$150,000 went per-
sonally to the three
executives, who de-
nied the conflict-of-in-
terest charge.

It was an odd
sight, even in the
i wake of TV evangelists
| ( ] Jim and ;I‘a;)imy’s spec-

tacular fall from grace:

’J’ Moral Majority founder
Jerry Falwell, all 245 pounds
of him, fully clothed and muttering the

| 23rd Psalm, hurtling down the 163-foot-

Rivera by woman arrested
during Rivera’s American

long water slide at Heritage Island Water-
park, part of the PTL's Bible theme park
in Charlotte. N.C. Falwell, after taking
the PTL reins, had committed himself to
the act in front of PTL cameras, on the con-
dition that a thousand viewers donate a
thousand dollars before Labor Day.

Amerika: The real threat is a repeat.

It was supposed to put a chill in U.S.-So-
viet relations when it aired for 14 1/2 hours
in February, but ABC's pre-glasnost mini-
katastrophe, Amerika, merely put people
to sleep. The longest and most expensive
($41 million) original film in television his-
tory averaged 18.8 ratings during its ago-
nizing seven-day run, and while that was
only three points below advertisers’ ex-
pectations, ABC ended up as much as $15
million in the . . . red.

CBS’s The Morning Program, along with
cohosts Mariette Hartley and Rolland
Smith and assorted others, finally went
down in flames November 30. The show,
which featured a video dating service,
stand-up comics and Hartley’s dog, Daisy,

allin front of a live audience, pulled embar- |
rassingly low ratings for the network.
Highlight of the nine-month fling: Hartley
demonstrating to guests how to snort like
apig. The slot was returned to CBS News.

When Taft Broadcasting bought five in- |
dependent stations in the summer of 1985
from Gulf Broadcasting for $760 million,
the indie business was strong and the fu-
ture looked rosy. But the business turned
sour and Taft took a bath when it sold the
five stations in 1987 to Tim McDonald’s |
TVX Broadcast Group for a mere $240 mil-
lion. One casualty of the wheeling and |
dealing: Dudley Taft, former president and
COO of his family’s company, who, after |
being blamed for the bad deal, was first de-
moted to vice chairman and then resigned. ‘
Later in the year, when Taft Broadcasting
moved to sell its re- J_
maining seven TV |
stations and 15 radio
stations to Cincin-
nati investor Carl
Lindner, Dudley Taft
resurfaced to re- |
claim the family :
name and launch a §
new Taft Broadeast-
ing.

Dudley Taft:
Name claim. K

former manager Richard
Abramson, sued by Broadcast

year affiliation.
Showtime teamed with an

Vice: The Doping of America.

Roger M. King, chairman of
King World Productions, sen-
tenced to two years probation
by a Fort Lauderdale court af-
ter pleading no contest to
charges of cocaine possession
and automobile theft.

Home Shopping Network

over videocassette —, filed a $1.5 billion
rights to Platoon. ey suit in September
Vestron says pro- ™ against the GTE
ducer Hemdale sold | ; ] Corp., charging
rights, then re- = »lf that inadequate
neged. HBO claims ; :‘/ phone service and
it purchased rights " 4 equipment had
from Hemdale. . A f damaged its busi-
A $30 millionlibel e /4 £ ness.
suit was filed - 4 ie. & Pee-weeHerman

against Geraldo

48 CHANNELS / FIELD GUIDE 1988

Pee-wee: Breach ball. (Paul Reubens) and

Arts for breach of contract,
OK? Also sued by Robert Sha-
piro, OK?, producer of Pee-
Wee’s Big Adventure, over
breach of contract. And
Reubens and Abramson to
California Labor Board over
Abramson’s contract.

A ionges i
Coca-Cola, g_‘ "'Ar |

the Bohbot &

Cohn ad agency

and DIC Enterprises formed

Parkside Entertainment, a bar-

ter syndication venture.
C.0.M.B., the Minn.-based

merchandiser, and 16 cable

companies agreed to a seven-

WWW.americanradiohistorv.com

unwilling HBO for an unlikely
ad campaign: “HBO and Show-
time. It’s Not Either-Or Any-
more.”” HBO protested but
couldn’t halt the campaign.
HBO and Coca-Cola agreed
to coproduce and distribute 15
cable films to be licensed by
Coke for foreign theatrical
release. Both companies
commit $70 million to the
project; production costs
will be shared.

Jonathan M. Tisch, neph-
ew of CBS CEO Larry Tisch,
wed Laura Steinberg, daughter
of Saul Steinberg, owner of
four Spanish-language TV sta-
tions, uniting two broadcast-
ing houses.

ILLUSTRATIONS BY HAL, MAYFORT!I



TV Direct Custom
Services puts national
news in a whole new
perspective: Yours.

Through the
combined resources of
the Associated Press
and Conus Communica-
tions, TV Direct provides
the extensive custom
services local stations
have been asking for.

Now when you want to interview the
Secretary of Education about a new public
school policy, you can—live via TV Direct.

For localized national news, use TV
Direct reporters as your experts in Wash-
ington or use TV Direct technology to put
your own reporters on the air.

When your local
politician visits the
White House, or the Hill,
call TV Direct. We'll
shoot the footage and
send it to you instantly.
Plus, TV Direct provides
a window at the end of
every feed allowing you
to send footage back
to your hometown.

Regardless of your
news needs, only TV Direct Custom Services
gets you the stories you want, the Wa’}{]_m
you want them. Localized. Accurate ely.

In fact, no one brings Washington home
like TV Direct. Call =
Rosie Oakley at 'ﬂ'
1-800-821-4747.

AVIDEO NEWS SERVICE OF APANDCONUS
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NOW THAT

THIS DEAL'S DONE,
LET'S TALK ABOUT HOW
MUCH YOU NEED.

Money is like a tool. Use it
right, and you can build anything

you want. Use it wrong, and you FAC‘L‘TIES

can hurt yourself. AMERhlaveC bm‘““C“K%[ESYSTEMS

Also like a tool, money can be IA INC
used creatively. Whether it’s a lot .
(as in the deal above), or a little OF CAEh-‘lio—Bﬂ";:‘h'm;m

(much of CEA’s annual business is in Th?s“gl,‘ii‘i‘ﬁé}fé’aﬁiii‘ﬁ matter of record only.
smaller deals), an expert hand and a

creative financial mind can make an GB

amazing difference in structuring the w"—_—l@
transaction. EQUITY

But every situation is unique.
Yours may require placement of
senior or subordinated debt. Equity
investors. A joint venture. Maybe a trade, or even an LBO.

So, whatever you need, let’ talk. It doesn’t matter whether you need Main Street
money or Wall Street money — we’re in both places. And we're as close as
the phone on your desk.

5401 W. Kennedy Blvd., Suite 851, Tampa, FL 33609 813/877-8844
J. Patrick Michaels, Jr., Chairman, Haroid D. Ewen, President

1133 20th Street, N.W. Suite 260, Washington, DC 20036 202/778-1400
Kent M. Phillips, Managing Director and Group Vice President-Corperate Finance
CEA, Inc., 375 Park Avenue, Suite 3808 New York, NY 10152 212/319-1968

Donald Russell, Managing Director and Group Vice President — Investment Banking 3 :
COMMUNICATIONS

CEA is a member of the National Association of Securities Dealers, Inc. and its -
professional associates are licensed by the NASD. Member SIPC. EQU[ I Y
For more information, and a free copy of CEA's corporate brochure, ASSOC lATES

clip your business card to this ad and send to our Tampa office.
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TRADING

Coveting Thy

Neighbors System

As TV station trading
slowed after a record
’86, investors lined

up in ’87 to buy a piece
of ‘the best business
in America’

hen the history of getting
and spending circa 1987 is
written, it will no doubt go
down as the year cable
came of age: Investors jockeyed as never
before to grab hold of the high wire.
“Many on Wall Street—at least the
smart ones—think [cable] is the best busi-
ness in America,” said First Boston’s
Richard MacDonald at this year’s
National Cable Television Association
Convention. And though some accuse
| cable of being the nation’s “only unregu-
lated monopoly,” denigration didn’t trans-
late into depreciation.

Indeed, while the total number of TV-
station transactions declined after a
record 1986, it was investors’ interest in
cable systems that made most of 1987’s

| news. As reported by Paul Kagan Associ-
ates, there were 233 cable transactions
(including brokered and non-brokered
deals) totaling $6.6 billion through mid-
1987. In 1986, 456 systems with a total
value of $8.9 billion changed hands, com-
pared with 311 deals at $8.4 billion the
year before.

Prices paid per subscriber have also
increased dramatically—from the bench-
mark $1,000 per sub in 1985, to $1,500 in
1986, to more than $2,000 in 1987. (In con-
trast, per-viewer price in TV-station trans-
actions slipped below $2,000 last year:)

“Cable is just beginning its growth
curve,” says Sharon Armbrust, senior
analyst with Kagan. “Deregulation, multi-
ple revenue sources and a strong ad fore-
cast have made cable properties more pop-
ular than ever.” Many observers thought
the increase in capital-gains tax and the
repeal of Section 322 of the General Utili-
ties Doctrine on liquidation would inhibit
sellers and buyers in 1987. But cable
apparently remained too good to pass up.

TV presented another picture. In 1986, a
record 167 stations with a total value of

Cable Systems
Buyer Seller | subscribers | Price Price per
Subscriber
Jack Kent Cooke McCaw Communicatians 433,000 $755 million | $1,744
‘Coblevision Systems Adams Russell' 230,000 $475 million | $2,065
Jack Kent Cooke | First Carolina Comm." 156,000 $300 million | $1,923
‘Robert M. Bass Group Inc. r Prime Cable of Atlanta 140,000 $300 million | $2,143
Scott Cable Comm. | Simmons Communications' 133,000 [ S186 million | $1,398
First Carolina Comm. James Communications” 100,000 [ S166 million [ §1,666
‘Cablevision Industries. Valley Cable TV/Hollinger Inc.” | 60,000 S103 million | 51,717
Adoms-Russell R.R. Donnelley' 56,000 $91 million | _S),784

TV Stations

Buyer? Seller Stations/Markets [Price I Price
| | per Viewer
SCl Television Inc./ Storer Communications | WAGA (CBS) Atlanta, Ga. $460 miltion 152,204
GCl Partners® (KKR) WSBK (Ind) Boston, Mass. $150 mitlion $3,599
WIW (CBS) Cleveland, Ohio $150 million i $1,269
WIBK (CBS} Detroitf, Mich. $200 million $1,359
WITI (CBS) Milwaukee, Wis $50 million $ 805
KCST {NBC) San Diego, Calif. $275 miltion $5,709
| {total $1.3 billion)
LGiIIen Holdings IGay‘ord Broadcasting ! WTVT (CBS) Tampa, Flo. $365 million $2,936
Prico Communications Clay Communications fwapt (ABC) Jackson, Miss. $60 million $890*
| WJAC (NBC) Beaumont, Texas | $60 million $890
| KDFX {NBC) Wichita Falls, Texas | $60 millian $890
| WWAY (ABC) Wilmington, N.C. | $60 million $890
| (Total $240 million) | |
NBC (General Electric) Wometco Broodcasting | WTVJ (C8S) Miomi, Fla. $270 million $2,955
(KKR) |
Walt Disney Co. GenCorp (RKO KHJ {Ind) Los Angeles, Calif. : $217 milfion 151,668
Generaol) | |
Toledo Television Inc. Storer Communications | WTVG (NBC) Toledo, Ohio [ $65 million $1,702
(Management Group) (KKR)
Burnham Broadcosting Gaylord Broadcasting | WVUE (ABC) New Orleons, Lo. | $60 million $1,219
['Anchor Media, Ltd. Wometco 8roadcasting | WLOS (ABC) Asheville, N.C. $50 million $1,137
KKR)
| | e
rSmi'h Broadcosting Shamrock Broadcasting [ kevr {ABC) Santa Barbara, Catif.{ $30 million $3,718

Deal pending as of November 1987.  2In some cases, deals are pending. 3Gillett paid $600 millian for 60
percent interest in Storer stations. Transaction value used as if Gillett had purchased r

per viewer based on combined cash flow and total viewers for four stations.

Sources: Paul Kagan Associotes, Morgan Stanley, offering documents.

00 percent of assets.  *Price

$6.8 billion changed hands. As of Septem- |
ber 1987, only 93 stations, with a value of
$4.9 billion, had been traded.

Clearly, a major factor in 1986’s record
was the rush to sell before less favorable
capital-gains taxes kicked in as of January
’87. David Cole, vice president of Broad-
cast Investment Analysts, a Washington-
based consulting firm, says other factors
contributed as well to increased investor
caution.

“Not only was there more competition
among stations for advertisers and view-
ers, but there were continuing high pro-
graming costs,” says Cole. Couple that
with a few prominent bankruptcies among
station owners and the watchword was
caveat emptor. Analysts say these factors,

as well as shrinking margins for independ-
ent stations, resulted in Lorimar-Telepic-
tures’ stalled purchase of the Storer sta-
tions early in ’87. (Kohlberg Kravis
Roberts and Co. successfully sold a major-
ity interest in Storer to George Gillett at a
later date.)

The softening of TV station prices was
also reflected in the steady drop in per-
viewer prices—from approximately $2,100
in 1985 to around $1,950 in 1986. While the
final results are still being analyzed, indi-
cations are that 1987’s average will also be
below $2,000.

But for cable systems, as analyst Paul
Kagan says, “We haven’t seen the highest
prices vet.”

JOSEPH VITALE
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Surf’s Up i the next 12

months for this crew of

media movers. Will they
catch their waves?

atching Jack Kent Cooke’s
cable empire uncrumble is very
like watching fast-action pho-

tography in reverse. In a few brisk moves
over a mere 12 months, the tempestuous
former chairman of Teleprompter, then the
largest of the cable industry’s multiple-sys-
tem operations, has put back together an
MSO that ranks among the country’s top
15. In January 1987, the Canadian-born
Cooke, who owns the Washington Red-
skins, thoroughbred horse-breeding and
racing operations and real-estate interests,
including the Chrysler Building in New
York, helped provoke the somersault that
overturned expectations of much-lowered
prices on cable systems after new tax
reform took effect that month. He bought
McCaw Communications’ 42-market opera-
tion, with 434,400 subseribers (and penetra-
tion of 58 percent), for $750.5 million. On a
per-subscriber basis, the deal came to
$1,740, surprisingly close to 1986’s duck-
the-tax premium prices. McCaw became
Cooke CableVision in Woodland Hills,
Calif., reporting to general manager Terry
St. Marie, formerly a CPA at Ernst &
Whinney in San Antonio, who concentrated
on cable-company audits. There are now, he
says, 900 employees, some of them former
McCaw people, in the cable operation. Less
than six months later, Cooke CableVision
was reporting to Cooke Media Group, a
subsidiary of Jack Kent Cooke Inc. It
announced it would acquire First Carolina
Communications in a stock transaction
worth some $300 million. The deal becomes
final in January 1988. If the rumor mill is
correct, Cooke will also add Storer proper-
ties. Meanwhile, Cooke has added to sys-
tem acquisitions a pinch of programming:
The firm has taken a small (§1 million) piece
of the Nostalgia Network. All told, an
impressive recipe for re-entry.

JERI BAKER
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T. THOMPSON

ALAN SINGER

ther producers have had to strug-

gle with the logistical nightmare of

televising the Olympic Games.
But none has had to keep the cameras roll-
ing while a civil war erupted between the
javelin throw and the 200-meter back-
stroke. Though no one anticipates a full-
fledged insurrection in Seoul when the
Summer Games get under way in Septem-
ber, the South Korean political situation is
just one of the things Terry Ewert has to
keep his eye on. As coordinating producer
of NBC’s coverage of the 88 Games, the
36-year-old Ewert will oversee the entire
package, as well as a staff of 1,200, during
180 hours of coverage. “We're making
preparations for anything,” he says.
“We’re going into this as a sporting event,
but our news department will be there in
force.” Protests against President Chun
Doo Hwan have raged for two years, and
for a time the Games appeared in jeop-
ardy. Now Olympic officials and NBC are
counting on the December '87 elections,
and Chun’s departure, to stabilize the situ-
ation. The Seoul Games have been a trial
from the start. The South Korean who ne-
gotiated the TV pact ($300 million plus a
portion of ad revenues) was fired for
agreeing to a paltry contract. The North
Koreans then demanded co-sponsorship—
and half the revenues. The South Koreans
refused. Now the Pyongyang government

and radical South Korean students are
promising to disrupt the Games. But
Ewert is counting on a sense of Korean
pride to prevail. He'll also need the indul-
gence of NBC’s affiliates. Many are un-
happy that the mostly prime time, 75-per-
cent live coverage (beginning at 7:30 P.M.
EST) will cut into their late news, and are
after NBC to open a larger window.
JOSEPH VITALE

ob Furnad, v.p. and senior execu-
Btive producer for Cable News
Network, has been following pres-
idential nominees since his radio coverage
of the Johnson-Goldwater campaign in
1964. Now 23 years and five presidential
campaigns later, Furnad is still at it, and
about to launch into one of the most excit-
ing election years since the Kennedy-
Nixon race in 1960 when—as is the case in
’88—there was no incumbent. But not only
is Furnad knee deep in the ordinary jour-
nalistic rigors of the campaign trail, he and
his staff are trying to change the rules by
which TV has for years covered the candi-
dates. With the launch of CNN’s
weeknightly show Inside Politics 88 last
November, Furnad, who joined CNN in
’83 to head coverage of the '84 elections,
ushered in the tack CNN will take in cov-
ering the campaign for 40 million cable
viewers. The show goes beyond stories
reported on CNN. “Rather than getting
sucked in” by the candidates on the same
issues, as Furnad says, Politics ‘88 is care-
fully structured around themes, such as
candidates’ policies on trade. The show’s
wild eard is Frederick Allen, formerly of
the Atlanta Journal/Constitution, who
analyzes the day’s news. But his analysis,
unlike broadeast correspondents’, is
labeled as such. Furnad is also requiring
that every staged campaign event CNN
telecasts be slapped with the explanation
“made-for-TV event.” CNN will also pro-
duce features on how each candidate has
used the media. “We have to educate the
public,” Furnad says. “Are we being
used? You, the viewer, make up your
mind.” He says more is expected of CNN
because it is on 24 hours a day. But one
wonders if the highly charged Furnad
would have it any other way. “Hopefully,”
he says, “we’ll get past the glitter.”
CECILIA CAPUZZI

Broadcasting bought a pair of ailing

Chicago radio stations for $13.5 mil-
lion, an excessive price considering that
they were losing well over a million dollars
ayear. One year later, under the guidance
of Infinity’s hands-on executive v.p. Mel
Karmazin, the stations made $2.5 million.
Today, they are valued at more than $50

I n 1984, New York City-based Infinity

million, one more notch in the belt of Infin-
ity, which has ridden the wave of low
interest rates, government deregulation
and skyrocketing station prices to become
a leader among the new breed of station
group owners and the country’s largest
radio-only broadecaster. If Infinity is a
driving force in the exploding radio mar-
ket, Karmazin is the driving force at Infin-
ity. Since coming aboard in 1981, he has
helped it acquire 13 radio stations while
selling only three. His experience as v.p.
and station manager at New York’s
WNEW-AM/FM during his 11 years with
Metromedia have served Infinity well.
The company’s record of turning losers
into winners is among the best in the
industry. Perhaps his best move at Infin-
ity has been his strategy of acquiring
major-market stations only. It has 12 in
the nation’s top 10 markets, and cash flow
has grown from $3.4 million in 1981 to a
whopping $14.9 million last year. Analysts
say this figure could reach $50 million next

year. In 1988, Infinity aims to acquire
three more FM’s. And it has big plans for
the lackluster AM market, with ideas
ranging from syndicated AM program-
ming to the development of an AM net-
work. At its current growth rate, analysts
predict it could be the country’s third-larg-
est radio broadeaster in 1988, trailing only
CBS and Capital Cities/ABC.
PAUL NOGLOWS
"
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hen Coca-Cola Television lost

s / li 7 its chairman and CEO, Frank
Biondji, last summer, TV execs

wondered how Coke TV would fare under
the sole hand of Biondi’s boss, Francis

Vincent, a relative newcomer to entertain- \

ment. Coke provided an answer that no
one expected by announcing in September
that it would merge its entertainment
businesses—including Coca-Cola Telecom-
munications, Columbia/Embassy TV and
Columbia Pictures—with Tri-Star Pic-
tures. The new venture, to be headed by
44-year-old Victor Kaufman, Tri-Star’s
chairman and CEOQ, was dubbed Columbia
Pictures Entertainment (CPE). Kaufman,
a former Wall Street lawyer and vice
chairman of Columbia Pictures, had made
aname as a financial whiz in the formation
of Tri-Star, a joint venture between Coke,
Time Inc. and CBS. In the five years since,
he’s certainly had successes, including The
Natural and Places in the Heart. Tri-Star
TV, with Scott Siegler as president, had

three series onnetworks at the start of the
"87 season: Buck James, My Two Dads
and Werewolf. But while Kaufman ade-
quately managed the mid-sized Tri-Star—
1986 sales were $254 million—show biz
types on both coasts wonder whether the
merged company will be too much too
soon. The pieces of CPE had combined
sales last year of over $1.5 billion. In Kauf-
man’s favor, he’ll have plenty of veteran
help in TV: Gary Lieberthal, chairman and
CEO of Columbia/Embagsy TV, Barry
Thurston, syndication president of same
and Tri-Star’s Siegler all will hold similar
titles in the new Columbia Pictures TV di-
vision. In fact, simply reconfiguring the
strong-willed executives into a smooth-run-
ning team will silence many doubters. But
then it will be time to make some big hits.

JOHN FLINN

edia watchers will remember
Narragansett Capital as Dudley
Taft’s partners in his unsuccess-

ful bid to retain control of Taft Broadecast-
ing, but the Providence-based financial
concern has become much more than justa
source of capital. In fact, Narragansett’s
principals in the media field, managing
directors Jonathan Nelson and Gregory
Barber, say that by 1990 they expect to
control a diversified media empire with a
million cable subscribers, a half-dozen larg-
er-market network affiliates and a host
of radio and newspaper properties. With
proven aggressiveness and capital-raising
skills, Barber and Nelson may well suc-
ceed. And unlike many other new entrants
in the field, they say they’re in it for the
long haul. Barber, 38, joined the company
in 1978 after 10 years in cable and broad-

Gregory Barber and
Jonathan Nelson

casting. Nelson, 31, followed five years
later. Since teaming up, they’ve acquired
KOVR-TV in Sacramento, five radio sta-
tions and cable systems with some 350,000
subscribers. About 300,000 of them are
owned jointly with cable veteran Monroe
Rifkin. The Taft experience demonstrated
that Narragansett could raise $2 billion,
and Barber and Nelson are likely to get
more attention in 1988 because of their
commitment to finding the right large
transaction. Their solid relationships with
insurance-company and pension-fund
financing sources suggest money won’t be
a problem. Moreover, they’re not intimi-
dated by high acquisition prices. Barber
says their bread and butter is “‘underval-
ued and undermanaged” cable and broad-
casting properties in strong markets.
“There will be cycles when we can’t buy,”
says Nelson. “But we intend to become a
major player.”

MERRILL BROWN

James H. Rosenfield

senfield came up with a private vision

of nirvana. It included “a TV or radio
station on one of the three coasts, with a
boat in the front yard and a golf course in
the backyard and an opportunity to do edi-
torials.”” In 1985, he took early retirement
from CBS, leaving his job as senior execu-
tive v.p./CBS Broadcast Group to pursue
his vision—and soon got sidetracked. Last
April, Rosenfield and a group of investors
acquired the assets of John Blair and Co.
from Saul Steinberg’s Reliance Capital for
some $118 million. The spin-off company,
John Blair Communications, includes two
divisions: Blair Television, powerhouse of
the rep industry, and Blair Entertain-
ment, a smallish first-run production and
syndication company. The first order of
business for Rosenfield, chairman and
CEO of Blair, has been damage control.
The firm’s image was bruised when it ex-
panded beyond its core business and di-
versified into radio and TV stations and
other interests. After Reliance took over
in June, 1986, clients feared the rep divi-
sion would soon be put on the block, and
some left the company. Mondo-client Capi-
tal Cities/ABC also left, for other reasons.
With stations squeezing rep commissions
and demanding more services, Rosenfield,
58, is bringing fundamental changes to the
firm: regionalizing authority and develop-
ing software products for clients’ research
departments. The aim, Rosenfield says, is
to boost billings $100 million by the end of
the first year. Entertainment, for exam-
ple, is aggressively acquiring shows for
distribution, stepping up first-run syndica-
tion and becoming more involved in pro-
duction. Not a boat or a backyard golf
course, but Blair just might turn out to be
Rosenfield’s nirvana—and he could be its
saving grace.

I n his 20 years at CBS, James H. Ro-
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Nationwide Media Brokers

Associates

Bull Market or Bear Market
Good Times or Bad Times
Low Interest or High Interest
Seller's Market or Buyer’s Market

Through each cf ~hese cycles, one thing -emamns corstant:
Chapman'’s leadership role in media brckerage. For ave- thirty years
broadcast owners have lcoked to us fo- the latest strategies and
innovations in broadcost acquisition and divesti-ure.

Chapman Associates is based in Wasaington DC and Fas cTices ir
maijor cities across the country. Call us far the name =f the Aszociate
nearest you

2300 M Strest NW = Suite 9C0 » Washingtor, DC 20037  (202) 822-1700
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hat happens when a Dynasty
ends? For Esther Shapiro, co-
creator, executive producer

and owner (along with her husband) of the
prime time soap, a whole new world will
open up. But who said Dynasty is calling it
awrap? The show isin its eighth season on
ABC and going strong, but Shapiro, who is
also senior executive v.p. for Aaron Spell-
ing Productions, sounds weary when she
talks of it. (“It has pretty well run its
course.”) The other factor in her immedi-
ate future is her desire to run something.
“The fact is,” she says of Spelling, *‘that if
[’'m not to be president of the company ina
ghort time—and I’m not sure that is likely
because I'm not sure Aaron is going any-
where—I suspect that I’ll be running a
company of my own.” Where that might
take herisinto European TV. She’s on the
verge of cutting deals with foreign pro-
grammers, but will keep her hand in
domestic TV and film production. She’s
Just done a new ABC mid-season replace-
ment for Spelling called Private Practice,
and is in the midst of developing a series of

theatrical films which she thinks can be
mass produced by the same crew at the
same time, at enormous savings. Then
there’s the new AIDS book, And the Band
Played On, and a James Cagney biogra-
phy, both of which Shapire’s turning into
miniseries. Dyrasty was a radical depar-
ture for the former network v.p., who
delivered such quality fare as Friendly
Fire and Minstrel Man. “It was an
attempt to see if we could do pure enter-
tainment and make a substantial amount
of money so we could do these other
things. I think we’ve done that. So if I
don’t do something of value, then what’s it
all about? Just to collect art and buy big
houses? That isn’t what 1 do.”

PETER AINSLIE

ox Television surprised the indus-
Ftry last June when it announced
the new general manager for its
flagship station, WNYW-TV in New
York: nonbroadecaster Carolyn Wall. An
import from Murdoch Magazines, Wall is
the former publisher of New York maga-
zine (and Adweek before that), and was
serving at the time as executive vice presi-
dent in charge of Murdoch’s 21 consumer
and trade publications. But most sur-
prised of all was Wall. “I"d been moved or
promoted before,” she says, “but not this
dramatically, from one medium to an-
other. It was quite unusual.” But not un-
precedented. Late last year, Fox plucked
Joe Robinowitz from the Boston Herald
and moved him to the general manager’s
spot at its WFXT-TV in Boston. “There
was an interest in providing a fresh ap-
proach—someone who was not necessarily
from television,” Wall explains. But she’s
quick to note: “I don’t think there’s any
expectation that cross pollination will be-
come commonplace in this company.”
Since moving into the TV spotlight, Wall’s
learned a few things. She describes her re-
ception from the industry “as guarded but
cordial. It was not as difficult as I would
have expected if I'd had time to think
about it,” she says with alaugh. “The busi-
ness fundamentals are really the same.
Butthe detail is quite different. It’s amore
unforgiving and less precise business than
print—and more visible.” Wall notes that,
with two local newscasts and A Current
Affair, “Our commitment to news has
been demonstrated.” And under her
reign, it will continue. “Information and
relevancy is what [ would call our new em-
phasis and direction.” Wall says the sta-
tion’s next locally produced shows will re-
flect that: “I'm personally very interested

in information programming.”
JOHN FLINN
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hen John Waller III left his
HBO job in 1982 to start his
own cable-brokerage firm, a

lot of his fellow workers thought he was
crazy. HBO was growing at an unprece-
dented rate and as a divisional manager,
Waller had a great job, controlling over
300 cable accounts. But Waller, it seems,
gets the last laugh. In 1986, Waller Capital
Corp. brokered more than $250 million in
cable deals and in 1927, he says, the total
will break $1 billion. Se how did a baby-
faced 36-year-oid come from practically
nowhere to become one of the country’s
top three cable brokers? Waller credits his
success to a number of factors, not the
least of which is timing. The cable industry
has exploded in the last three years.
Deregulation, coupled with low interest
rates, new methods of financing and sky-
rocketing system values, culminated in
34.1 billion worth of brokered cable deals
in 1986. As the financials of the deals
became increasingly more complicated,
Waller saw an opportunity to enter the
cable-brokerage business, which was then
a “good old boy network,” from a different
angle: “a New York, Wall Street, financial
perspective,” he says. His emphasis on
the numbers and his strong ties to Wall
Street have enabled him not only to set up
deals but to provide financing for them as
well. The increased volume of business, he
says, has not diminished his dedication to
personal service for his customers. To
ensure this, Waller keeps his company
small. The professional staff includes only
Waller and three others, which enubles
him to be directly involved with every
deal. In 1988, Waller expects to broker
deals worth more than $1.5 billion, and he
says he'll be the top cable broker in the
country.

PAUL NOGLOWS

PAUL HARRIS
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America’s Family
Network.
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The Disney Channel.

One channel fits all.

There’s something for every member of the
family on The Disney Channel.

It’s like getting three chanrels in one.

Mornings and afternoons are for kids. They’ll
enjoy programs that entertain as well as educate.
Early evenings, the whole family will share quality
movies, specials and first-run series together.
And when the kids are off to bed, there are
programs for adults to enjoy.

When it comes to pleasing every member of
the family, there’s nothing else like it on TV, cable
or broadcast.

It's no wonder The Disney Channel continues
to be the fastest growing pay channel on cable.
With the highest customer satisfaction ratings*

It’s time you took a fresh look at The Disney
Channel. The one channel tailored to fit
America’s families, perfectly.

*Source: The Disney Channel Quarterly Consumer Tracking Study, 1987

The%%NEp Channel

Americas Family Network.

©1987 The Walt Disney Company
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Target Practice:The
Networks Under the Gun

How they set their

sights on their own

excesses, on people

- meters, on affiliates,
on cable. And how

true was their aim.

n 1975, black limos used to shuttle

Arthur Taylor, then president of

CBS Inc., and his entourage of anti-

cable lobbyists from Capitol Hill to
the FCC. Depending on whether you
agreed with CBS about cable deregulation
(against) and copyright legislation (for),
the cars were a symbol of network lavish-
ness that entertained or enraged.

In 1987, the more timely network sym-
bol is covered wagons, drawn into a cirele.
| And the rifles are as likely to be aimed in-
side as out.

ABC, CBS and NBC, all in their first full
year under new management, had a crowd
of new adversaries in 1987. First in setting
a new tone was a stunning harshness by
those executives in their dealings with in-
herited senior executives. The executives
in turn lashed out attheir affiliates, raising
the issue of reduced compensation. And
the affiliates in their turn made program
preemptions a matter so controversial
that consumer newspapers wrote about it.

Meanwhile, Fox Broadcasting was
mounting a genuine fourth network. Cable
networks continued to gain audience while
broadcast networks lost it. Two ratings
services provided national people-meter
data that overturned a good deal of what
clients thought they’d known, and left a
good deal else to faith and hope. NABET
struck NBC, braving the possibility of un-

1

ion-busting by parent General Electric.

The backdrop to all this was no less grim
in the networks’ view. Virtually every
1986 study foresaw declines in ad reve-
nues and audience shares in a ‘“mature”
industry. CBS predicted average 3 per-
cent gains for the networks in 1987; ABC
doubted even that was possible. Up-front
sales for fall would be soft, prophets said,
supporting the wisdom of stringent cost-
cutting.

All the networks faced the same impera-
tive: Cut costs, fight for share in a no-
growth market. There had been 2,000 to
3,000 layoffs by January, perks had been
dispensed with—on the advice of three
sets of consultants. All three networks
talked about cutting affiliate compensa-
tion, but only ABC raised it with its sta-
tions. CBS was dissuaded by the fury of its
own. NBC saw an opportunity to win affec-
tion at rather little cost and slightly raised
its affiliate payments.

Analysts’ 1986 speculation that one of
the networks could go under, “probably in
1990, when four and a half try to do busi-
ness in an arena big enough for only two
and a half,” as First Boston’s Rich Mac-
Donald put it, passed in 1987 into the com-
mon wisdom. It was repeated by network
executives, whose fare was now carried to
viewers’ homes more commonly by cable
than by over-the-air signals. And in those
cable homes, viewership of the major
broadcast networks often dropped toward
50 percent. CBS vice president of market-
ing David Poltrack underlined the obvious
when he acknowledged audience unwill-
ingness “to settle for repeats of network
programs when alternatives offer top
movies and original fare.”

The networks were recognized as ac-
complices in their own decline. Advertis-
ing rates went up at such a pitch in the
early years of the decade that advertisers
were encouraged to find new vehicles.
Meanwhile, network rates tripled—from a
cost-per-thousand in prime time of $2.61 in
the *74-75 season to $7.76 in "84-85, reports
Bozell, Jacobs, Kenyon & Eckhardt. It
was the period of 10-, 15- and 20-percent
annual increases in ad revenues and the
promise of a continuing pattern. Scatter
prices, too, bounded reliably. But by 1985,
advertisers had dug in their heels. Com-
mitments for the '85-86 season were flat,
except at NBC.

The year 1987 was expected to be the

worst of all. Alternative media had ma-
tured into strength; the networks had ma-
tured into stagnation. But along came the
most bullish up-front market broadeasters
had ever seen. The Big Three wrote some
$3 billion in up-front sales, up from $2.6 bil-
lion in '&6-87.

Prompted by an engaging fallibility,
PaineWebber’s chief media analyst J.
Kendrick Noble wrote recently, “[T]he
long-term future of network television has
seldom been less clear . . . [O]urlong-term
view of national advertising in general,
and network TV in particular, is admit-
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tedly uncertain . . .” And this before the
stock market)s October 19 gyrations.
Here’s a look, network by retwork, at the
tumult that characterized 1987 and pro-
pels 1988,

ABC—KEEPING UP IS HARD TO DO: Un-
happily familiar with the ratings cellar,
ABC made program changes in the new
season for every night except Monday.
The major carry-through from the 1986-87
season ig the strategy of seeking younger
viewers (18-49) and trying to knock CBS
out of seeond place. (CBS has the same in-

tention toward ABC, of course, but ABC’s
1987-88 rights to the Super Bowl, the
World Series and the Winter Olympics
make it a hard job.)

ABC was the last of the networks to re-
new its contract with A.C. Nielsen, finally
signing in late September, post-deadline.
It wound up dealing with its doubts about
the ratings service’s people-meter tech-
nology by securing—and paying $5 million,
or $500,000 more than its competitors
for—guarantees on service plus rebates if
Nielsen can’t meet the criteria ABC has
set for its performance.

Despite Wall Street’s admiration for
Capital Cities/ABC, just about to mark its
second anniversary as an entity, CC’s own
warning about a flat second-half ’87 ar-
rested some enthusiasm. Its 5 percent-or-
less gains in the up-front market were low-
est of the Big Three. Though station
strength mitigates overall results for the
company for the year, Channels’ averag-
ing of analysts’ 1987 estimates for the net-
work turns up a $15 million loss on year-
end revenues of $2.145 billion, compared
with the $70 million loss it showed, after
acquisition write-offs, on 1986 revenues of
$2.075 billion.

CBS—MISERABLE IN THE MIDDLE: Like
ABC, CBS made programming changes
every night but one, Sunday. Disap-
pointed with results of its attempt last
year to win the younger audience with its
comedies and dramas, it staked out the
adult male. That might also let it profit
from people-meter technology, which
seems to report higher male viewership.

s expected, CBS CEO Laurence

Tisch has continued to divest

CBS Inc. of its non-broadecast

properties, in a reversal of a
management strategy that had seen the
60-year-old network pick up 40 different
businesses at one time or another. Tisch as
whittler has rid it of educational and musie
publishing and magazines. The records di-
vision may follow.

Tisch also sold a one-third interest in
SportsChannel Associates, a pay cable
channel in which it invested with The
Washington Post (also out) and Cablevi-
sion Systems Corp. The flush of new cash
from such divestitures, Tisch says, will be
used to buy one or more stations to fill out
its O&O allotment. The network would
hardly want stations in other than the top
20 markets. It could acquire three without
exceeding the 25 percent coverage the
FCC permits.

Proving himself a perk-snatcher the
equal of CapCities or GE, Tisch rid the
company of its grace-and-favor details. In
addition, he found CBS Broadcast alone
could do without some 1,000 employees,
215 of them in the news division.

Chanmnels’ group of advisory analysts es-
timates the network will show pretax in-
come of $45 million on revenues of $2.3 bil-
lion in 1987. That’s a steep decline from
1986 pretax income of $80 million on $2.27
billion in revenues, but it is not the loss
predicted.

NBC—SUCCESS WITHOUT SWEETNESS:
Riding high in the ratings, with the long-
est chain of sweeps victories in its history
behind it, NBC made even fewer program-
ming changes for the fall season than it
had last year. Like CBS, it made a deep
bow to the new ratings technology by re-
newing some shows found people-meter
friendly and demographically desirable
rather than highly rated.

n addition, entertainment presi-

dent Brandon Tartikoff introduced

“designated hitters” as a way to

continue production on promising
shows and familiarize viewers with them
in case they wound up as replacements.
Each show surfaces in a particular time
period once a month.

The network was struck on June 29 by
the broadcast technicians’ union, NA-
BET. It led 2,800 employees into a walk-
out that, after 17 weeks, won it few conces-
sions. NBC then said it would cut perhaps
700 jobs by vear-end 88.

Robert Wright, NBC’s president and
CEO, and John Welch, chairman of NBC
and GE, take an equally stern attitude to-
ward their other constituencies. Each is
infamous as much for the tone of his com-
muniqués as for their content. Welch, for
example, told 100 senior executives that
they were “rooted in the past,” and if they
couldn’t manage to change, there were
others who would replace them.

Wright has been firmly but unsuccess-
fully elbowing a way into the ranks of ca-
ble-program suppliers. He scolded a cable-
marketing group for the industry’s
insistence on equity in return for distribu-
tion and its stiff posture toward syndi-
cated exclusivity.

Under a federal consent decree, net-
works can produce only three hours of
prime time programming per week. (The
total rises to five in 1990.) It can syndicate
none of it. Wright is clearly looking toward
the day when NBC can be a major pro-
ducer and says it already has plans for
more specials, miniseries and perhaps se-
ries for the three hours available. In re-
turn, it gets cost control and syndication
opportunities. Cable as a buyer merely
hurries along the process.

Though GE management cannot take
credit for the network’s programming suc-
cesses, NBC’s financial results are par-
tially due to its cost cutting. The network
is expected to show a gain of $369 million in
pretax income versus $244 million in 1986,

|
|
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the only rise among the trio. Revenues
should come in at $2.7 billion, compared
with $2.5 billion in ’86.

FOX—TALLY HO: DuMont tried in the
'50s, United Network in the '60s, Para-
mount in the ’70s, Metromedia in the early
"80s. But none successfully fathered a
’ fourth network. On April 5, 1987, Fox
| Broadcasting took step two toward what
appears to be the most credible launch yet.
On that Sunday night, FBC culminated a
$12 million to $13 million campaign with
the premieres of Married ... With Chil-
dren and The Tracey Ullman Show. Step
one, the October '86 debut of The Late
Show Starring Joan Rivers, had already
proved inauspicious, and was awash in
make-goods by her last night on May 15.

v July, FBC’s weekend prime

time schedule was filled. By

September, Nielsen reported

FBC shows taking up eight of
the bottom ten slots on its season-average
ranking. The group pulled down an aver-
age 3.0 rating. With ratings of 10s and 12s
in the major markets and a 6 nationally,
“we’d be an outstanding success,” says
Rupert Murdoch, owner of FBC parent
Twentieth Century Fox. Anvway, he
claims losses will be more than covered by
increased cash flow in the seven FBC
0&Os. Asthey rise in value, the formation
of the network justifies itself, says Fox
Inc. chairman and CEO Barry Diller.
| FBC’s New York station charges $1,500
for a 30-second commercial run during its
syndicated fare, but sells time in Fox fare
| at $10,000 to $12,000. Nevertheless, by

June 1987, Fox showed a $40 million loss
| on $40 million in revenues, with half of $80

million in expenses having gone for promo-
} tion of the upstart net.
| FBC executives are colorfully at odds
| with their counterparts at the major net-
works. Former CBS executive B. Donald
\ Grant deemed it the worst possible time to

get into a business of shrinking audiences
\ and declining ad revenue. Retorted FBC’s
senior v.p. of marketing David Johnson: “1
agree there’s no room for a fourth one of
those companies. But who’d be stupid
enough to want to start one? We are not a
swollen, festering body like one of the Big
Three.” FBC president and COO Jamie
Kellner judged it a perfect time to start.
“There’s a lot of confusion in the market-
place” and competitors have made the net-
works more vulnerable, he said.

Indeed, the newcomer was so encour-
aged by its up-front market—just over
$100 million strong—that it considered fill-
ing prime time on Friday before year-end
1987, ahead of its scheduled launch in 1988.

| Can black limos and executive apart-

ments be far behind?
JERI BAKER
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(Operating Results of Television Networks 1977-87)

Itis quickly visible how close 1987 came to being the first year in which two
networks showed a loss on this combined rendering of revenues and pre-tax
income, with profit (green)/loss (red) in between.
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JAMES IRWIN
Former Astronaut

| think we're basically interested in other people.
Other human beings. Anc other places.

And television can take us there rather quickly.
In fact it can take us there instantaneouslv.
In a vicarious way we can share adventures thct others

are enjoying. And so we're no longer lonaly.
We're more a part
of life because of this television medium.

&' 'A NBC.Tuned In To Ameria™
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NETWORK AFFILIATES

.........................

Cooperation butts up
against harsh network
economics on the
perennial issues of
compensation, program
clearance and more

fliliates’ comments for public
consumption about their over-
all relations with their net-
works sounded consistently
harmonious—almost saccharine—as 1987
approached year end. Chairmen of the
affiliates’ boards chorused claims of
“interdependence” with their networks
and mutual “understanding.” John
Behnke, president of Fisher Broadecasting
and chairman of the ABC Affiliates Associ-
ation Board of Governors, purred about “a
closer relationship than in the past.”
Indeed, with potent cable and indepen-
dent-station competition, it is not sugary
sentiment but cold-blooded pragmatism
that testifies to how essential the network
alliance is to both its parties. But old com-
plaints linger. Says one ABC program
director from a top-20 market, ‘“There
may be a better effort, a better atmos-
phere between us and the network. But
we're still not getting enough results.”
Preemption once again roiled the waters
as more affiliates looked longingly at qual-
ity first-run syndicated programming,
such as the redoubtable Star Trek: The
Next Generation. “Preemption is a contin-
uous problem,” says Philip Jones, CBS’s
affiliates advisory board chairman. “I say
if [the networks] don’t have programming
that’s doing well, why not let us see what

The Loyal Opposition

we can do with the time periods?”’

Following that thinking, 11 affiliates at
year’s end were preempting ABC at 8P.M.
on weekend nights to earry the new syndi-
cated Star Trek. ABC senior vice presi-
dent George Newi said that knocked as
much as 5 points off ABC’s national cover-
age in those time slots.

And ABC was not alone in suffering pre-
emptions. Tony Malara, senior v.p. of dis-
tribution at CBS-TV, has said that as
many as 40 of CBS’s 210 affiliates failed to
clear all or part of the network’s 10-11 A.M.
programming in the first quarter of 1987.
“We’re not talking one-time-only, but
until-further-notice preemptions,” he
added, citing a “great danger”’ to the net-
work’s daytime cash cow.

For their part, affiliates fear that the
1988 Olympics/election-year juggernaut
will invite network intrusion into local pro-
gramming time. Many NBC stations, for
example, already face a stalemate on the
issue of an 11 P.M. local news window dur-
ing Olympics coverage, says Pier Mapes,
network president. The network is offer-
ing a floating three-minute window
between 10:30 P.M. and 11:30 P.M. But affil-
iates want a regular slot. “Our local news
is going to be seriously disrupted,” says
Robert Jones, program director at KYW-
TV, NBC’s Philadelphia affiliate. ‘“Ideally,
we'd love a fixed 11 P.M. newscast, with
the Olympies as our lead-in.”

It’s the delicate nature of lead-in and
lead-out relationships that helps keep par-
tisan rhetoric gentle. For instance, the
number of CBS affiliates that hold the top
spot locally have increased in markets of
almost all sizes, despite wobbly ratings for
the network programs themselves. (See
chart.)

The stations are walking a thin line, for
none wants to jeopardize its share of the

$400 million-plus dispensed by the three
networks in compensation. General man-
agers count on it as revenue. But in 1987,
ABC and CBS became loudly vocal about
their feeling that compensation is a need-
less anachronism. “I can see a day when it
won’t exist,” declared one highly placed
CBS executive. “Instead, stations will be
paid a fee determined on a percent of
hourly rates based on dayparts.”

eanwhile, NBC could afford

to play hero to its affiliates,

and did. It gave them a com-

pensation increase. And
while some regard NBC’s boost as a
‘“‘paper increase, a public-relations master-
piece,” because it had been paying less to
its affiliates than ABC or CBS anyway,
James Sefert, chairman of the NBC affili-
ates board, considers the stations “well
compensated.” CBS was persuaded to
back off from cutting compensation, but
“only after many, many meetings and an
economic study,” says affiliate chairman
Jones.

ABC did cut compensation for 16 sta-
tions—by as much as 50 percent in at least
two cases. Network executives insisted
they were correcting past overpayments.
But Tom Hartman, TV president of Tak
Communications and its KITV Honolulu,
one of the stations whose payment was
halved, counters, ‘“We were not overcom-
pensated. We’re [currently] ranked 73rd
[by Nielsen], but our net hourly rate from
ABC is half that of Madison, Wis., which is
ranked 109.” The cutback, representing
$150,000 a year for KITV, “will be
extremely difficult to recoup,” Hartman
says, “and I think it’s just the first step
toward the other networks doing the same
kind of thing.”

JEAN BERGANTINI GRILLO
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Heritage Communications, Inc.

has been acquired by

Tele-Communications, Inc.

and certain members of the management of
Heritage Communications, Inc.

The undersigned acted as financial advisor to the Board of Directors of
Heritage Communications, Inc.

The First Boston Corporation
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Turner Broadcasting System, Inc.

has sold
Securities representing approximately 37 % of the
equity interest in the company
to

a group of cable television operators

led by

Time Incorporated
Tele-Communications, Inc.
United Artists Communications, Inc.
United Cable Television Corporation

Warner Cable Communications, Inc.

The undersigned acted as financial advisor to
Turner Broadcasting System, Inc.

The First Boston Corporation
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INDEPENDENT TV

With market prospects
Improving, indie
station owners are
girding for battle on
must carry and
syndicated exclusivity

n the recent past, owners of inde-

pendent TV stations spent most of

their time in their accountants’

offices, struggling with soaring
programming costs, dwindling ad reve-
nues and sometimes even bankruptey.
This coming year, the owners will more
likely be found in court or marching
through the halls of Congress, agendas in
hand.

As the money woes that have besieged
independent stations for the last few years
eased in 1987, indie owners began to turn
their attention to new battles: the restora-
tion of syndicated exclusivity and the fight
to retain must-carry rules.

This past year, two factors provided res-
pite from the tyranny of the bean
counters: a plateau in previously escalat-
ing programming costs and a new spurt in
the value of stations. From 1984 to 1986,
the cost of buying programming and pro-
ducing local newscasts more than doubled.
In 1987, however, those costs stabilized.
Between ‘B4 and 85, the average indie in
one of the top 10 markets saw a $3.3 million
increase in the cost of its syndicated pro-
grams. But from 85 to ’86, those expendi-
tures rose by only $1 million.

With potential station buyers no longer
sensing that license fees are out of control,
there was a modest rebound in the selling
prices of independent stations in ’87. For
example, the Providence Journal Co.,
owner of Philadelphia’s WPHL, failed to
get its original asking price of $100 million
for the station. But the more than $70 mil-
lion paid by Taft Broadcasting repre-
sented a substantial increase over what
the Journal had been offered for more than
a year. In most cases, analysts agree, an
improved cash flow has reduced indie
sticker-shock.

John Serrao, vice chairman of the Asso-
ciation of Independent TV Stations
(INTV) and general manger of Atlanta’s

Be Here Again
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WATL-TV, is confident of another good
year ahead. Nineteen eighty-eight, he
says, will be “boom time again, with
demand [for stations] catching up with
supply.”

According to Serrao, except in the
depressed markets of the Southwest,
indie revenues were never really “down,”
but were simply affected by the number of
new stations that suddenly entered the
market. “In Atlanta alone,” he says, “we
had two very aggressive new indies come
on in 1984. Today, both of them, WATL
and WGNX, are viable with earnings up
between 5 and 6 percent.”

essimists, many converted by the
October market collapse, see
things differently. A VHF inde-
pendent in a major market will
always do well, they say, but the vast
majority are not making money. INTV
spokesman Lawrence Laurent estimates
that at least 19 independent stations are
now under Chapter 11 bankruptey protec-
tion and that number, projected Laurent,
pre-October, may go as high as 23,

“Major-market indies are doing as well
or better than ever,” Laurent says. “But
mid-size and smaller stations still have
problems. What’s tricky is that some of
the stations in Chapter 11, like WQTYV in
Boston [recently purchased by Monitor
Television], had a parent company that
was in trouble, while the station itself was
doing OK.”

Laurent adds that of those 19 filing for
protection, three are owned by Milt Grant
and eight represent the Chattanooga,
Tenn.-based Media Central group.
Laurent insists that even shaky stations
are getting hefty prices, citing one “very
troubled” Washington, D.C. indie now on
the block for $16 million to $18 million.
“Remember, there’s only 1,100 commer-
cial stations in the whole country. That’s a
limited source.”

Despite Laurent’s explanation, many
third- and fourth-place indies, especially
those that have performed marginally,
have had to either go off the air or trans-
form themselves into specialized stations,
using a home-shopping format or other
alternative programming.

DAVID SUTER
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These days, INTV is spending most of
its energies mounting a pending campaign
to reinstate program exclusivity, abol-
ished in 1980.' “[FCC chairman] Charles
Ferris insisted that independent stations
prove they conldn’t live without it,” says
Laurent. “Well, the only possible proof of
that is bankriptey, and a clear showing
that revenues lost through cable duplica-
tion caused it. That’s impossible. What
[current FCC chairman] Dennis Patrick
has noted is that Ferris asked the wrong
question. The right one is: How does the
free market work best?”’

In April, Patrick issued a Notice of
Inquiry and a Notice of Proposed Rule-
making, asking in effect why “the great
mistake of 1980” (Laurent’s words),
shouldn’t be repealed. “This time,” says
Laurent, “broadcasters aren’t required to
prove a negative; instead, the proponents
[cable and the superstations] are required
to demonstrate that competition has been
enhanced.”

In July, INTV filed a 139-page plea
incorporating highlights of two major
pieces of rese?rch it had corhmissioned on
programming duplication through im-
ported signals and the amount of money
indies have lost because of it. The survey
of 34 INTV-member stations found
instances of 683 locally owned programs
and 181 movie packages duplicated by
imported signals. In several markets, the
study found, even where cable penetra-
tion was low, local stations lost ratings to
superstations that carried identical shows.

The issue, however, has become com-
plex, pitting gxable systems and supersta-
tions (which are themselves independents)
against broadeast indies (some of which, in
turn, own cable systems). The scope of the
conflict was apparent when Lev Pope,
president of Tribune Broadcasting’s
superstation WPIX in New York (and a
man who once argued for broadcast exclu-
sivity) cast the lone vote on the INTV
board against|fighting for its restoration.

“Lev changed his tune and gave an
impassioned speech before the board,”
says INTV president Preston Padden.
“But syndicated exclusivity is of critical
importance to our survival and the vast
majority of the board supported our deci-
sion to fight”” Currently, the FCC is
accepting wrilten comments on Patrick’s
proposed rule|change, with a final decision
expected in 1988.

Tribune, which also owns superstation
WGN in Chicago, is leading the fight
against exclusivity, arguing that it would
inhibit co-ventures while proving ‘‘too
expensive and laborious™ for cable sys-
tems toimplement, involving asit does the
deletion of locally duplicated program-
ming. Shaun M. Sheehan, vice president of
Tribune Broadcasting Co. in Washington,
states flatly: “Who’s kidding whom? Pro-

grammers and syndicators are thriving;
cable and independents are launching new
shows; superstations aren’t siphoning
appreciable audiences; viewers have
unprecedented choices. The rule is simply
not necessary.”

But chairman Patrick’s views are
equally clear. Speaking at a recent Ameri-
can Bar Association symposium, he said:
“Cable wants to develop ‘punch through’
programming to help increase its penetra-
tion and revenues. Fine. But it defends a
license that denies broadcasters the same
exclusivity protection. That doesn’t look
like fair competition to me; it looks like a
market skewed by federal intervention.”

ust carry, however, is the

issue on which Patrick and

indies part company. Patrick

supports the five-year sun-

set provision built into the FCC’s new

rule. INTV, however, wants stricter

must-carry regulations without end. The

cable industry is willing to live with the

FCC’s new rule, provided it does, in fact,
sunset in five years.

The new rule, which went into effect in

June, is now being challenged by 14 MSOs,

including Daniels, United and Century.

They object to any must-carry provisions,
arguing that the concept violates the First
Amendment—much the same argument
used in Quincy vs. FCC, which struck
down the original must-carry rule as
unconstitutional in 1985.

This August, a brief was filed on behalf
of INTV and the National Association of
Broadcasters insisting, according to coun-
sel Michael Horne, “that the new must-
carry rule addresses past problems and
meets the objectives (which led to its crea-
tion). Cable companies now have a fairer
way of dealing with local-signal carriage,
which is why the NCTA and several major
cable operators are not seeking a stay.”

According to one media-savvy attorney,
the broadcasters’ regulatory well may
have already been poisoned by the brou-
haha over the Fairness Doctrine. ‘“The
push and tug for and against Fairness
hasn’t made a lot of people on the Hill
happy,” says Bill Perry, senior partner of
the Washington, D.C., law firm of Dow,
Lohnes and Albertson. “I don’t know if
Congress is going to want to do any favors
for broadcasters, even though reintroduc-
ing exclusivity probably is consistent with
the current marketplace approach.”

JEAN BERGANTINI GRILLO

HINDSIGHT: THE SQUEEZE ON INDIES
Independent stations hobbled into the past year after a real battering. Now
national figures from the National Association of Broadcasters show how
syndicators’ rocketing program prices—shown below as fees for broadcast rights—
combined with faltering ad revenues to squeeze indies’ profits in markets of