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Does BobWright
Have A
Bright Idea?

NBC is running steady—
gmooth and smart and firmly
in front. But G.E’s Bob
Wright seems to believe ‘If it
¢in’t broke, fix it anyway’ So
Wright has begun planning
for the future, looking for
ways to keep NBC on top.
Because that’s the only kind
of company that G.E. wants
to own. In our annual Who
Owns Broadcasting special
section, a look at the Bob
Wright culture at NBC.
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Were Moving Up
toVHF and into
0% More Households.

WVAH-TV is already established as one of the country’s
top-performing independents. Now we're ready to make our
move up to VHE.

WVAH-TV’s technical excellence will be further
improved by the market’s first circular polarized VHF
signal, which will increase coverage to many non-cable
households. From the market’s tallest broadcast
tower (1722 ft.), WVAH-TV will provide the finest signal
in stereo to viewers in West Virginia, Kentucky and Ohio.

Non-cable viewers will find WVAH-TV a fresh

alternative. Our top of the dial placement lands us
midway between the market’s network affiliates. And of
the 325 cable systems that offer America’s newest station,
most will carry it on Channel 11.

To ensure awareness, WVAH-TV is staging an
extensive $350,000 media campaign, including outdoor,
radio, newspaper, TV Guide, cable and on-air promotion.

So when you're buying Charleston/Huntington,

West Virginia, remember the one that’s moving up into
more households than ever before —is Lucky 11, WVAH-TV.

PERFORMANCE iS THE BOTTOM LINE.

wvah tv

charleston/huntington

An Act Il Broadcasting Station

WWW americanradiohistorv com



Who'’s known
as the valuation expert
in the broadcast industry?

Broadcast Investment Analysts, Inc.
Post Office Box 17307

Washington, D.C. 20041
{703) 661-8515

Asset Appraisals - Publications - Fair Market Valuations

~

THE Check your local listing
MCcLAUGHLIN for station and time.
GROUP Robert Novak. Morton Kondracke. Jack Gerimond.

And, of course, John McLaughlin.

['hevre award-winning journalists on the
Washingion seene. Every week on “The McLaughlin Group”
they deliver rivering commentary on issues and people ot
national immportance.

Soitvoure interested in where the trends are head-
cd, tune into this feisty political talk show. These authorities
take the issues seriously, not themselves.

Made possible by a grant from GE.

We bring good things to Iife.
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THE STATION THAT GIVES
GHARLESTON MORE,

IS ABOUT T0 GET

THE SAME FROM BLAIR.

Everybody in Charleston, South Carolina knows that
TV 24 gives its audience more entertainment. Now that
WTAT-TV™ is represented by Blair Television, the station
itself will be getting more. More service. More value.
And more sales. That's just the way Blair works.

BLAIR. ONLY BLAIR _z

TELEVISION

A Subsidiary of John Biair Communications, Inc.
*An Act IIf Broadcasting Station

WWW.americanradiohistorv.com



Local Stations:
Laughing

All the Way

To the News

Will The Cosby Show
and Who'’s the Boss mark a
programmers’ turnabout?

credo, counterprogramming what-

ever is on the network-affiliated sta-
tions, could prove a tough path to suc-
cess come fall. The early evening indie
niche of off-network sitcoms is threat-
ened by the appearance of Viacom’s The
Cosby Show and, in fall ’89, Columbia
Pictures Television’s Who's the Boss on
mostly network affiliates. (Of the 167
stations sold on Cosby, only ten are
independents, and Columbia’s sales are
running roughly 80 percent affiliates.)

Barry Thurston, CPT’s president,
syndication, says affiliate interest in off-
net sitcoms is a return to a trend last
seen in the late 1970s, when the NBC
0&O0s bought Mary Tyler Moore as a
group. “But since those days,” Thur-
ston says, “the majority of comedies
have been purchased by independents,
placed against affiliates’ news between
6 and 8 P.M. and done very well.”

Thurston says affiliates turned away
from sitcoms to go into talk shows—
Merv Griffin and Mike Douglas, in those
days—game shows and sometimes off-
network hours.

The swing back to sitcoms can be
traced directly to Cosby. Bill Carroll,
v.p. and director of Katz American,
says, “A lot of stations, in looking at
Cosby, saw the potential of the show,
and saw what the impact might be if the
show were run against their news by an
independent in their market. They
decided it was important that they own
the product.”

Having purchased the show, the next
dilemma for affiliates—and this goes for
the owners of Who’s the Boss as well,
Carroll notes—is scheduling it in a time
period where it can earn back its record-
breaking license fee. The prime time

I ndependent television’s scheduling

I

access rule prevents affiliates from air-
ing off-network programming in access.
“It forces stations to look to the next
most viable time period, based on HUT
levels and available audience,” Carroll
says. “That inevitably means they'll
become news lead-ins.”

Carroll quickly adds, however,
“Whether they’re best suited to
become news lead-ins remains to be
seen.” Katz research shows that game
shows, court shows and certain talk
shows—such as Oprakh Winfrey and
Donahue—are more “efficient” in deliv-
ering their audience into a newscast.
But as Carroll cautions, “You have to

CPT’s Barry Thursten: Selling affiliates.

o

Who's the Boss: Programmers like the demographic mix of the audience for premium off-net sitcoms.

look at that in relation to the size of audi-
ence that exists. If the sitcom generates
twice the audience [of a court or talk
show], even if its retention level is only
55 percent, it’s more efficient.”

linenups, but most agree that Cosby

and Boss will not stray very far
from their newscasts. WTAE in Pitts-
burgh, an ABC affiliate owned by
Hearst, never got out of the sitcom busi-
ness: It’s been running M*A*S*H at
5:30 as its news lead-in. Director of pro-
gramming Joe Heston notes, “Who's
the Boss will be compatible with our
audience in the afternoon, which has
good male demos versus the game
shows, skewing old or female, or an
Oprah, which is young female.”

Johnathan Rodgers, v.p. and general
manager at CBS 0&0 WBBM in Chi-
cago, bonght Who's the Boss despite the
station’s current commitment to court
shows. “I'm going to look at the Cosby
situation this fall,” Rodgers says, “and
if Cosby works as a news lead-in [on
other stations], you’ll see Boss leading
into our news.”

Don’t expect to see sitcoms popping
up in every market at 5:30, however. As
Katz’s Carroll notes, “If it succeeds and
meets stations’ expectations, then it
will be the beginning of a trend.”

JOHN FLINN

s tations are still firming up their fall

WWW.americanradiohistorv.com
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Nickelodeon is Nine!
and bounds without

Once upon a time, kids were
TV orphans. They went from
channel to channel, searching for
a place to call home.

Enter Nickelodzon, the first kids’
network. And in nire short years,
our dedication to gnood, wholesome
fun has changed the way children
watch television.

In fact, with clese to 40 million
subscribers, today we’ve become
Prime Time for Kids. We program
for children with the same variety
usually reserved for adults. Come-
dies, dramas, game shows, and
educational series—with a full range of
thought-provoking emotions instead
of mindless cartoon violence.

No wonder we’ve grown
steadily, we're proud to say, while
after-school viewing of independent
stations has droppec by more than
17% since 1985.

But we won’t rzst on our
ratings. We started with “Pinwheel”
and “Mr. Wizard’s "World," and
broke new ground with gooey, messy
shows like “You Can’t Do That On
Television” and “*Daouble Dare”

So we’ll continue to invest in
programming—adding new shows
like the critically aczlaimed “Count
Duckula’” There's even a kids’ talk
show in the wings, plus more
original comedies a1d dramas.

So stay tuned, the best is yet to
come. In our first n ne years we’ve
seen millions of ckildren born, and
millions more grow up. But we’ll
never grow up, because our audience
loves us just the wey we are.

© 1988 MTV Networks

www americanradiohistorv com



We've grown by leaps
ever growmg up




APRIL 11: The Motion Picture Acad-
emy presents the Oscars, and Holly-
wood'’s glitterati turn out to watch. But do
Academy accolades translate into small-
screen success? According to Risa Solo-

mon of Videodome Enterprises, “Mov-
ies often get renewed vigor on home video
from an Oscar nomination. If you've got a
title that wasn't a blockbuster, and it’s
nominated and released soon after the
Oscars, it might get a big kick, Last year’s
Salvador [nominated for several Oscars
and distributed in video by Vestron] is a
good example.” She also cites the success
of HBO Home Video’s Amadeus both
before and after its Best Picture award.
But an Oscar doesn’t guarantee gold on
homevid: ‘‘Gandhi [RCA/Columbia
Pictures Home Video] and The Killing
Fields [Warner Home Video] did well ini-
tially, but had no legs. In the convenience
stores, in the supermarkets, dramas die.
The most popular rentals now are still
action/adventures and comedies.” What
about last year’s Oscar-sweeper, Platoon,
which was delayed in home-video release
by a court struggle between HBO Home
Video and Vestron? “I think the contro-
versy has actually helped it,” says Solo-
mon, “Orders are up 18 to 20 percent over
the original orders, despite a $99 price
tag.”

APRIL 28-MAY 3: In Cannes, France,
the 24th annual Marche International des
Programmes de Television, or MIP-TV,
will bring together 6,000 program buyers
and sellers from 138 countries, The U.S.
industry’s increasing reliance upon for-
eign sales, as well as explosive European
commercialization, should make this a
lively event. Also, expect more co-produc-
tion and cost-spreading deals like MGM/
UA'’s agreement with Yugoslavia for film-
ing The Dirty Dozen. “MIP-TV is called a
market rather than a festival or confer-
ence because its primary focus is busi-
ness,” says U.S. marketing director Bar-
ney Bernhard. “This year we are offering
two seminars, but they’ll be over by 10
A.M. so that people can hit the floor.” Phil
Howard from LBS and Les Brown of Tel-
evision Business International will lead
a seminar on the growing international
barter market, and Lorimar Telepic-

tures’ Michael Solomon will discuss
international co-productions.

..........

APRIL 30-MAY 3: The National Cable
Television Association’s annual conven-
tion in Los Angeles will include exhibitors,
seminars and technical sessions. A high-
light will be the 10th annual System
Awards for Cable Excellence {(ACE),
sponsored this year by The Disney Chan-
nel and ESPN on May 2. An award for
excellence inlocal cable programming, last
year’s System ACE competition drew 720
entries. Continental Cablevision’s
Robert Stengel will chair the awards
committee. Also, James Cownie’s term
as NCTA chairman expires at the conven-
tion. Vice chairman John Goddard of
Viacom Cable has reportedly shown an
interest in the job. Other candidates: trea-
surer Robert Miron of Newhouse
Broadcasting for vice-chair and Cox
Cable’s James Robbins for treasurer.

..........

APRIL 30: Guesting for Rupert Mur-
doch as the “titan in a tight spot” this
month is Turner Broadcasting’s Ted
Turner. According to last June's cash-infu-
sion agreement, Turner must pay a $38.8

million dividend to his MSO partners by
the end of this month. If he doesn’t, the
cable operators will gain control of 9 of 15
board seats, up from 7 of 15. Tele-Com-
munications Inc. president John
Malone said last January, though, that
the MSOs wanted to work out a non-““puni-
tive” arrangement. Even more pressing
for Turner right now, of course, is the
restructuring of TBS’s $1.3 billion debt,
since dilution of his holdings could mean
surrendering control of CNN to Time Inc.

MAY 4: Ah, spring! Is it something in the
air? Fifteen years ago this month network
television aired its first glimpse of the
human form au naturel when Valerie
Perrine bared her breasts on PBS’s
Steambath. One year ago this month,
some mischievous programmers at Kan-
sas City, Mo.’s KZKC-TV broadcast Syl-
via Krystal in a similar state during an 8
P.M. showing of Private Lessons. Six
months ago, however, the FCC decided
that something had to be done about this
threat and filed a complaint against the
station. Will they do the same to Capital
Cities/ABC for a fade-out glimpse of
Susan Walters’ breasts during Febru-
ary’s sweeps-week mini Elvis and Me? o

|
CALENDAR

| Apr.15-25: NATPE Educational Founda-
tion seminars: “The Law and the Pro-
| gram Director,” St. Louis, Atlanta,
Minneapolis, Salt Lake City. Contact:

Steve Currie, (503) 243-6666.

Apr. 16: 20th annual Golden Reel awards,
sponsored by the International Tele-
vision Association. Caesar’s Palace,
Las Vegas. Contact: Kelly J. Bell,
(214) 869-1112.

Apr. 17-20: Broadecast Financial Manage-
ment Association annual conference,
Hyatt Regency, New Orleans. Con-
tact: Mary Gahiselli, (312) 296-0200.

Apr. 20: Federal Communications Bar
Association luncheon. Speaker: John

| L. Clendenin of Bell South Corp. Mar-

riott Hotel, Washington, D.C. Con-
tact: Jim Smlth (202) 457-8663.
| Apr.28-May 3: Mar('he International des

Programmes de Television (MIP-TV), |
Palais de Festival, Cannes, France.
Contact: Barney Bernhard, (212) 967-
7600.

Apr. 30-May 3: National Cable Television
Association annual convention, Con-
vention Center, Los Angeles. Con-
tact: Don Dobson, (202) 775-3550.

May 1-8: International Public Television |
screening conference (Input 88), Phil-
adelphia. Contact: Judith Sylk-Siegel,
(215) 922-6145.

May 6: Paul Kagan seminar: “TV Pro-
gram Syndication,” Park Lane Hotel,
New York. Contact: Genni O’Connor,
(408) 624-1536.

May 10: Paul Kagan seminar: “TV Acqui-
sitions,” Park Lane Hotel, New York.
Contact: Genni O’Connor, (408) 624-
1536.
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as you can say Arbitron

. Quick as Jox ean say
Arbitroa, ya: can easily
“crunck” estimazes, dayparts,
demos. Defin€ auc iznces by
more than just age and sex.
AND get profess or.al
preseritations in = “hsh.

Quitck as 0 aan say

Arbitron, our PC
applications hancl= more
informztion tkan eve- before.
In the time it takes you to
slip a diskettzinw your

personal camnputer, you can
have at you- f:nger-ips ail tha
informatior: you nead for
decisions thet pay off.

Join the 318 television

stations zlreacy using
Arbitron PC applications.
Call your Arti.tron represen-
tative today Let us show you

. how our PC applicztions save

you money 3o you can make
more monev every day. Qusce
as you can sa2 Arbitron.




we can
make

. beautiful
music
together

Only one cable network consistently
offers the big stars and the big program-
ming that delivers the increasingly
important b_ack audiencz: Black
Entertainment Television.

Why is this audience so important to
you? The fa:t is, America’s heaviest TV
users are yo.r black viewers. And
because great entertainment appeals to
all audiences, BET often delivers greater
prime-time viewership than many of the
more well-known basic services.

Besides the hottest urban contemporary
videos and jazz showcases, BET’s
unique format offers black college sports
—indeed, tke most extensive coverage of
black college football and basketball on

TV. Plus star-studded specials and cable’s
only regularly scheduled news and public
affairs shows that address tae issues
facing black Americans today.

So, complete the picture of American
television right in your owr system with
BET. And find out how you can join one
of cable’s fastest growing nztworks. Just
call Don Anderson or Dawn Hill at
212-512-8118. They can give you facts
that will be music to your ears.

BET

We're Coming On For You!




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

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

our years ago, you couldn’t give
Faway advertising time on cable
to politicians. “Selling cable ads
in the political arena was kind of like

being an elevator salesman in a world of |

two-story buildings,” says Bob Wil
liams, president of the eight-year-old
cable rep firm National Cable Advertis-
ing (NCA). “There was no place for your
product when you first started, and
then, if you stayed with it, the landscape
changed to fit your product.”

But in this election year, candidates
are discovering advantages to cable
beyond lower rates. Why the big
change? The reason is rising penetra-
tion and the availability of data bases
that make cable increasingly efficient
and easy to buy. ‘“Cable was an
unknown quantity to political candi-
dates,” says Cable Advertising Bureau
(CAB) president Bob Alter. “There
wasn’t much of a track record in ’84. But
over the past couple of years, it’s
become more apparent to political oper-
atives that cable can play an important
role in campaigns. We now have data to
show them how it can be used nationally
and locally.”

Along those lines are two data bases
that have been developed, one by the
A.C. Nielsen company, called CODE,
for Cable On-line Data Exchange, and
another by Bob Williams’ NCA, called
CableTrack, both of which greatly facili-
tate the work of the political media plan-
ner. CableTrack was developed to help
Williams keep track of the vast inven-
tory of advertising time available
among the 1,400 or so cable systems
that sell local inserts on ad-supported
basic services. But because cable fran-
chises coincide with political boundaries
of one sort or another—county, ward,
voting district—it was an obvious fit to
put the data to work for politicians.
Nielsen, says CODE’s marager Julie
Aquan, was collecting data on cable sys-
tems anyway, for metered and diary
services and for phone coincidentals.
“So we decided to turn it around,” she
says, “‘and make it available to ad agen-
cies, cable networks, MSOs, cable reps
and broadcast networks.”

According to Williams, here’s what
cable can do for politicians: “It auto-
pilots its way into the most desirable
homes in America, for politicians and
other advertisers. The facts bear out
that cabled homes are more likely to
vote, more likely to give money to a
campaign, to work for a campaign. It
selects out the homes you most want to
talk to if you're a politician. Secondly, it
helps target voting districts. The geog-
raphy of politics is the geography of
cable, and that’s a tremendous benefit
for a political campaign. Third, cableis a
multimedia medium. If you’re a politi-
cian, you can buy a half-hour show on
cable in prime time to really tell your
story, then promote that program with
30-second commercials on ESPN, CNN
and USA, and you can also send a piece
of mail to that same set of households,
through the MSO’s billing system or
through an independent direct-mail
approach. A TV station can tell you how
many people are watching, but can’t tell
you where they live. It’s a big advan-
tage having the viewer’s address.”

Both CODE and CableTrack contain
comprehensive information about
which cable systems are in each televi-
sion market, including, among other
things, which programming services

are carried; the cost for locally pur-
chased ad time on each service; and
information on cable interconnects.
CODE also combines cable customers’
zip codes with zip code demographic
research from Donnelley Marketing
and provides demographic profiles of a
cable system’s franchise area. One big
difference in the two: CODE is for sale
by Nielsen; CableTrack is available free
to any politician (or advertiser) who
buys cable ads through National Cable
Advertising. (The company is compen-
sated by the cable system.) Once a poli-
tician decides to buy, Williams places
the time, monitors the schedules, gets
notarized affidavits of performance and
provides a single invoice.

If there’s a vulnerability here, it’s
with cable’s same old bugaboo: ratings.
“For people who need broad reach,”
agrees Williams, ““it’s not the right ser-
vice. When you get to the short strokes
in a campaign, these people buy ton-
nage. Cable cannot compete in that war.
So reach is something we concede. On
the other hand, our strength is in fre-
quency. We can reach the people they
most want to reach with greater fre-
quency because our commercials are
less expensive. They can afford more of
them.” °

A CODE Sampier

Cable On-Line Data Exchange Advertising Information Report

XYZ Cablevision, HE: ANYTOWN ‘
Advertising Contact and Phone: Mr. John M. Doe, Gen. Mgr. (999) 999-9999

CHANNELS OFFERING LOCAL ADVERTISING

Rate ‘

Call Description CC Chan Tier Subs Info
sign Stat  Name Tier Date
Subs
CNN Cable News Network 047 Expanded 26294 11/87 $15.00
Basic 30 seconds
ESPN ESPN 045 Expanded 26294 11/87 $15.00
. Basic 30seconds
MTV Music Television 053 Expanded 26294 11/87 $15.00
S Basic 30 seconds
USAN USA Network 046 Expanded 26294 11/87 $15.00
Basic 30 seconds
CMAC Community Access 004 Basic 26494 11/87

NOTE: Total subscribers—26494 (11/87)

Copyright: A.C. Nielsen Company
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VWOMEN ARE RETAILER'S
BIGGEST GUSTOMERS.

Nothing compares to the spending power of women.

And the women watching Lifetime have real
money to spend.

They’re young, high income, working women and
mothers enjoying average household incomes of
$34,171* That’s music to the ears of your local
retailers. And a golden opportunity for you.

Lifetime can boost your ad sales because every
retailer wants to reach our women. Everything from
cosmetics to cars. Baby clothes to banks. Virtually
every retailer in your area!

AND LIFETIMES SHOWS ARE
THE PERFEGT ENVIRONMENT
FOR REAGHING
THEM. vietimes

programming is designed to
relate to every part of a
woman’s life. Shows like
Attitudes highlight today’s
styles, fashions and trends.

Mother’s Day with Joan Lunden Tyne Daly & SR

takes an in-depth look at Cagney & Licey, AR

mothering. And Dr. Ruth talks about : «

the personal side of being a woman. DRAMATIC SEBES
The day is also filled with health and fitness

shows, dramatic series, romantic movies, and family

medical shows. All programmed to attract today’s

HEALTH & HTNESS

most important consumer, women. *MRY, Fall 1987

HEARST/ABC-VIACOM ENTERTAINMENT SERVICES

www americanradiohistorv. com
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NO ONE DELIVERS TODAY'S
WOMEN LIKE LIFETIME,

No other network—broadcast or cable—has such

a high concentration of free-spending, contempo-

rary women. lt's why national advertisers are making
Lifetime a huge success. And why
systems around the country are
finding bigger ad sales profits
in Lifetime.

Call Seymour Kaplan, Vice

President, Affiliate Sales,

(214) 960-0271.
PARENTING & CHILD DEVELOPMENT
‘S
\E Y |
& FAMILY MEDICINE

'/ { CABLETELEVISION NETWORK -
LI THE FIGE 01 LOLAL AD SALES
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Taking 1..A.5 Challenge

by Neal Koch

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

American Cablesyqtems looks to basm marketing to turn around its big new stake.

............................................ e T T I R

I 0os Angeles may enjoy a Medi-
terranean climate, but to cable
operators it’s more like a

swamp. After pouring hundreds of mil-
lions of dollars into the area, they had
signed up, by last fall, less than a third
of the homes they pass in the city
proper, the heart of the nation’s most
lucrative advertising market. In con-
trast, the cable industry nationwide
boasts more than half of all TV house-
holds as subscribers. In Los Angeles, as
one analyst’s report put it kindly, “few
operators have succeeded.”

Into the breach has leapt American
Cablesystems Corp., a Massachusetts-
based firm widely regarded as one of the
most innovative and best managed
multisystem operators. Having ac-
quired a baker’s dozen systems in the
Los Angeles area since 1985, American
has made itself the market’s largest
cable operator in terms of homes passed
(5650,000)—and proven itself gutsy
enough to pick up one of the industry’s

biggest bankrupt properties, the Com- |

THE SELLING OF . . .

muniCom system that covers much of
the city’s west side. American’s ambi-
tious plans call for it to increase pene-
tration from its lowly 26 percent to at
least 40 percent by 1993. “We felt like
we had the management horsepower to
challenge the Los Angeles market-
place,” says David Keefe, American’s
western regional senior vice president
of operations.

American likes to pick up underper-
forming cable systems in densely popu-

lated, middle-income areas—especially
where svailable systems are clustered
and where construction costs are rea-
sonable and predictable. Then it inte-
grates the systems to achieve operating
and marketing efficiencies, improves
the physical plant and concentrates on
building a better community image and
improving customer service—and pene-
tration. This is the scenario American
has in mind for its new Los Angeles
cluster of systems.

he systems’ performance still
I needs a lot of fixing, but Conti-
nental Cablevision, the even
larger MSO that purchased American
late last year, says it will respect Ameri-
can’s plans for the region. “It’s a vital
market,” says Continental vice presi-
dent of programming Rob Stengel. “It’s
a key element to the whole merger.”
American dismisses the claims of
some L.A. veterans that the problems
are inherent to the market, contending
that it can succeed through conven-
tional marketing tech-

niques and intelligent
management, along the
lines of its operations in

4 SADEN A /C New York, Massachu-
p \ 4 ¢ sstts an;i other parts of

Y the country.
55”7'4 ‘ : \'\ Bk b, /:,(s ’%ﬁg rll);)}f,oﬁ' could be
Ny NIC‘d 05 ANG 5{ . .AO.M oNb o) enormous. For one thing,
Esp P advertisers spend more

television dollars in Los
- Angeles than inany other
U.S. market, including
New York. In 1986, TV
spending in the L.A. mar-
ket came to more than
$893 million, compared
with New York’s $876
million, according to the
National Association of
Broadcasters. For another,
American’s goals call for
doubling its cash-flow
margin to the industry
average of about 40 per-
cent by mid-1991. John

Reidy, an analyst for one

RICHARD OSAKA; SOURCE: SOUTHERN CALIFORNIA CABLE ASSOCIATION

American bought up CommuniCom's bankrupt systems in L.A. and became the region’s largest cable operator. of American’s invest-
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If USA Network doesn’t account for a major share
of your ad sales revenue, you're not getting the most out
of America’s most-watched cable network.

USA delivers top-rated, quality programming to key
demographics in specific dayparts. Our broad-based
appeal makes it easy for you to create a “packaged” buy
that includes the vertically programmed cable networks.
For your clients this creates an opportunity to greatly
increase the reach of their advertising message. For
you it means increased ad sales profits across the board.
But packaging isn’t the only thing that makes USA an
easy and profit-intensive sell. Because with USA, your
ad reps never make a sales call alone,

USA'’s Local Ad Sales Support Program is the most
comprehensive program of its kind in the industry.

A total system approach that was pioneered and per-
fected by USA, this program has helped countless cable
operators realize maximum potential from local USA
advertisers.

The program is composed of monthly Local Ad
Sales Kits, research, sales tips, and a wide range of
other important support materials. Ongoing Sales Sem-
nars play a vital role as well. And tie-ins with our major
consumer promotions provide ways for your advertisers
to get involved on a retail level. The program also allows
instant access to USA’s Affiliate Relations and Local Ad
Sales staffs. No matter how tough the question, an
expert answer s as close as the phone.

So if you're not getting the most out of America’s
most-watched cable network, get with the program.
USA Network’s Local Ad Sales Support Program.

It’s the one USA program you can't afford to miss.

USA

NETWORK
PROFIT FROM OUR PROGRAMS

Source: Nielsen NCAR Nov. '87
Attfibate Relations Regional Offices: Eastern--Betsy Dirnberger (212) 408-9170, Central—Carolyn McCrory (312) 644-5413, Western—Barbara Kirbach (213) 277-0199

www americanradiohistorv com



ment bankers, Drexel Burnham Lam-
bert, has called the floundering Califor-
nia systems both American’s “‘greatest
growth opportunity and [its greatest]
challenge.”

American clearly has its work cut out
for it. While most operators aim to sign
up 60 percent or more of homes passed,
American’s L.A. cluster had achieved a
penetration of only 26 percent by the
end of last year (with 142,000 sub-
scribers out of 550,000 homes passed
and more than 860,000 homes under
franchise). And American has only just
begun building its South Central sys-
tem, in a lower-income area of 180,000
homes.

ome Wall Street analysts and

many local industry officials

explain the region’s lagging cable
penetration by pointing to L.A.’s beck-
oning beaches, warm weather and vari-
ety of entertainment alternatives. In
the land of Hollywood, movie theaters
abound; Los Angeles County has 549
screens, compared with just 300 in New
York City’s five boroughs. And when it
comes to in-home movies, people in 61
percent of L.A. households huddle
around VCRs, compared with the
national average of 52 percent. Even
when it comes to watching TV, there’s
the clear broadcast reception most resi-
dents enjoy, made all the more attrac-
tive by the presence of four strong inde-
pendent stations, which together give
the network affiliates a run for their
money in key time periods.

Even so, solid marketing should be
able to prevail, American officials con-
tend. “There’s no question we can gen-
erate more sales than we can handle,”
says George Douglas III, western
regional senior v.p. of marketing and
programming. “It’s not a difficult mar-
ket to sell at all.” American got to know
the market when it managed the Com-
muniCom systems for a year before
buying them. “I don’t think you can
really blame it on the area,” says opera-
tions head David Keefe. “Our problems
at CommuniCom were company prob-
lems. No one was in worse shape than
us.”

CommuniCom, concluded Reidy in a
report before its purchase, “ranks as
one of the industry’s legendary fiascos:
overstaffed, construction budget out of
control, undermanaged, undercapital-
ized and ultimately bankrupt.” Ameri-
can walked into a system that was only
half built—and poorly at that, often pro-
viding signals worse than those from
rooftop antennas. ‘“‘Quite honestly,”
says Douglas, “most [customers] were
badly wired. There’s no way those peo-
ple could have decent pictures.”

Mark Mangiola, now vice president of

marketing and customer service for
Paragon Cable, Los Angeles, says he
was ‘“pretty amazed” when he first saw
CommuniCom’s performance in 1981:
“They would go out and build [cable
facilities] in a 300-unit apartment com-
plex, forget they were nowhere near a
feeder, and go out and sell—only to have
to turn around and tell the people
‘Whoops!” ” Even in American’s first
year of management, employee turn-
over was 70 percent and customers
turned over at 55 percent a year. Phone
orders for new service went unfilled

Cable hadn’t been
an easy sell in
L.A.—yet American
came on strong. Says
an exec: ‘We felt we
had the management
horsepower’

nearly half the time.

Douglus says he canceled most promo-
tion plans during his first six months,
not wanting to make big promises to
new customers until the company could
serve them well (though the direct sales
force stayed in the field). The most
important steps he could take to
improve the system’s public image and
long-term prospects, he says, were to
make sure American could follow
through properly on any orders it took.
American’s first piece of direct mail
didn’t go out until a year after it took
over management of CommuniCom.
“The whole marketing job in the first
year was nothing but operations,”
Douglas says.

26,000 of CommuniCom’s 65,000

units, replaced some signal recep-
tion equipment, upgraded standby
power facilities and started regular pre-
ventive maintenance. To improve cus-
tomer service, the company not only
created a training department to instill
a customer-service ethic in employees,
but also recruited customer service and
marketing employees from Federal
Express Corp. American renovated
offices and raised those wages and bene-
fits that were below market level.

At the same time, Douglas cam-
paigned on behalf of cable in general.
Under his chairmanship, the Southern
California Cable Television Marketing
Council produced plans for a three-year
campaign using TV, radio and direct

I n that time, American rewired

| prices after its research showed that

| can was charging. It also lowered or |

mail, starting this year. The council set
up a toll-free phone number for prospec-
tive customers and generated an esti-
mated 40,000 leads. The council also
keeps tabs on home sales in the area,
sending cable operators the names and
telephone numbers of new residents.

American also participates in a new
venture designed to overcome L.A.
cable’s historic weakness in retail
advertising. Industry officials attribute
the weakness to a fragmented cable
marketplace. The city of Los Angeles
alone has nine cable operators. Adver-
tisers aiming to cover the city’s South
Bay area, for example, have to buy time
on four separate systems. ‘“T'he moms-
and-pops and middle-size retailers are
the types of folks who would get con-
fused and so would probably go back to
the conventional pennysaver,” says
Paragon’s Mangiola.

r I -‘he new venture provides adver-
tisers with one-stop shopping.
The operators plan to offer up to

half of their local ad avails for central-

ized placement through a co-op, with
the ads themselves to be fed out to the
various systems by satellite.

On the programming front, American
is a partner in revamping the acclaimed
local pay movie service, the Z Channel,
which is adding Los Angeles Dodgers
and California Angels baseball and
other sporting events to its mix. Cus-
tomer surveys also have led American
to add Prime Ticket, a regional sports
channel. To appeal to Hispanic viewers,
it moved Galavision into its basic pack-
age and clustered it with other Spanish-
language programmers. Now Ameri-
can’s shopping for Mexican movies.

American restructured consumer

customers wanted to pay less for pre-
mium channels but were willing to pay
more for the basic services than Ameri-

waived installation fees.

The company has already reported
improved results in its suburban sys-
tems in Carson, Pomona and Ingle-
wood. David Talcott of the city’s
Department of Telecommunications
says that since 1985 American’s Holly-
wood-Wilshire and Westchester sys-
tems have cut in half their level of cus-
tomer complaints. Still, he says,
“they’ve got along way to go.”

“It takes a very long time to dig out of |
the hole CommuniCom was in,” ex- |
plains Douglas. “I can’t say we’ve made
dramatic improvements.” More gener-
ally, however, the problem in the other
Los Angeles-area systems is to sell the
service as well as American does back
east. “It’s basic stuff,” he says, “‘it’s not
rocket science.” ° J
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* STN. Where ShOppers
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Amerlca s first TV > 4

entertainment, &=
@ Our mall is Richard Simmons,

a collection of specialty stores that are spotlighted 4 : biking with celeb-
in easy selling, entertaining half hour shows. In g b rity host Steve
these specialty stores our celebrity hosts — Pat Edwards, moti-
Boone, Juliet Prowse and Steve Edwards — have fun vates viewers
with STN’s select group of product experts while /¢ N /i | \\ toslim down
they give shoppers the information and demonstra- N ~and have
tions they need to make smart baying decisions. N ’ B i doing !
‘ And —in partnership with JCPenney — STN offers your
®  subscribers much more than ent2rtainment and great
& products. STN also delivers a new level of customer
satisfaction, thanks to JCPenney’s nationwide distribution °
and telemarketing services.
In addition, STN is the only home shopping service with &
hassle-free return policy that refunds shipping costs both
ways. A 48-hour shipping guarantee. And a 30-day
guaranteed lowest-price-anywhere policy. !
No wonder STN is called The Better Shopping
Channel. Our shoppers find more than a g
shopping mall full of great buys. They gl O . B
also find a world of entertainment in store. i j k" ( ' /) re(

. On his “Better Health
& Fitness’ show,

See you at the
Texas Cable Show,
Booth #257
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The Public Kye

by Les Brown

State of the Press State

‘ N Y hen he fought off Dan Rather’s aggressive

questions in the now famous live encounter on

the CBS Evening News, a lot of Americans
thought Vice President George Bush behaved heroically.
Some wanted him next to take on ABC’s abrasive Sam
Donaldson. The candidate who previously seemed too
much the wimp to be President had in one brief television
episode become John Wayne. Such are the miracles of
the medium, for politicians.

But wait. Who was the villain in the eyes of the thou-
sands that phoned the CBS affiliates to complain? A news-
man acting in the service of the public, probing the man
who wished to be President for answers he never gave
concerning his knowledge of the Iran-Contra dealings.

The polls a week later seemed to decide the contest as
pretty much a draw, Republicans in the main giving the
points to Bush and Democrats to Rather. But a draw in
this instance, when you think about it, represents a low

‘The Press State argues
that it’s acting for the
public’s good, but the Police
State would make the same
claim,” says Schonfeld.

vote for the institution of journalism.

I remember being shocked in 1969 when Spiro Agnew
was cheered for denouncing the press and was thus ele-
vated from a nobody to a household word. To despise a
free press in a free society seemed to me downright un-
American. Imagine that coming from the Vice President,;
how unpolitic it should have been. But Bush and Gary
Hart have also made political capital from trashing the
press, and to some degree so has Richard Gephardt.
When running against the press becomes an effective
strategy, something is frighteningly out of whack.

Veteran TV news executive Reese Schonfeld offered
this explanation over lunch recently: ‘“When you look at
all the media that surround us, you realize why people
feel they’re living in a Press State. We who work in the
field may recognize that as the diametrical opposite of a
Police State, but unfortunately a lot of people think
they’re similar. They're both so powerful. The Press
State argues that it’s acting for the public’s good, but the
Police State would make the same claim.”

I buy it. The press, in some form, does seem to be ev-
erywhere, and as our institutions go, it does have

!

extraordinary power. It was the press—and not the
police or any other official agency—that brought down
Gary Hart, Jim and Tammy Bakker and Joe Biden. Some
would call that a damned good record, the press properly
doing its job. But these were all popular figures, and to
their die-hard followers they were vietims of muckrakers
who were simply out to make a name for themselves.

Bush, in his great show of machismo on CBS, fed the
distrust of the Press State. When the clash with Rather
was over he was heard to say, “The bastard didn’t lay a
glove on me,” and the next day commented to a group
that he deserved combat pay. The allusions to violence
suggest similarities to a Police State. Never mind that
such “‘violence” was aimed at a public official running for
the highest office who was being asked to level on a mat-
ter of undisputable public importance.

form. He did not display proper deference to the

Vice President of the United States. He was rude in
his questioning toward a person of such rank and rude in
his sign-off. Who the hell does he think he is? Who elected
him? So went the complaint.

Here is where one of the virtues of television poorly
serves the image of journalism. The virtue is thatlive TV
reveals the process of getting the news; the problem is,
it’s not a pretty process. Often it involves browbeating.
The process, of course, is exactly the same in print jour-
nalism—as anyone who has seen reporter Seymour
Hersch in action will attest—except that the obnoxious
techniques and behavior are never written into the text.

If I would fault Rather for anything in the Bush lash-
up, it would be for not understanding the conventions of
the medium. As anchorman, he is a form of television
host, with everything that requires of courtesies to the
audience and to any live guests who might appear,
regardless of rank. To turn street reporter while hosting
is to commit a serious breech of television etiquette.

But as to the question of who elected Rather, I would
say he has a better claim to being elected than does Bush.
The Vice President was, after all, a parlay with Ronald
Reagan; on his own he gathered precious few votes for
the ticket. Rather, on the other hand, got where he is—at
the top of the Press State—through the passive votes of
viewers in our Nielsen democracy. Projections from the
Nielsen sample come to far more people, regrettably,
than vote in the national elections.

So maybe Bush should be called down for not having
shown proper respect. But that’s a silly point. The seri-
ous one is that growing numbers of people, including the
heads of network-affiliated stations, are uncomfortable
with the free press that defines America. e

I n the end, the rap on Rather turned out to be one of
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Bear Stearns:

Dedicated to serving the investment banking needs
of the entertainment and communications industries.

The

has been purchased by
Kalikow Media
Incorporated

from

News America
Publishing Incorporated

We acted as financial advisor
to Kalikow Media Incorporated.

Spanish International
Communications
Corporation

has been acquired by
Hallmark Cards,
Incorporated and
First Chicago Venture
Capital

We acted as financial advisor

to Spanish International
Communications Corporation.

2,000,000 Shares

Telemundo Group, Inc.

Common Stock

$220,000,000

Telemundo Group, Inc.

$105,000,000
Zero Coupon Senior
Notes

$115,000,000
Zero Coupon Senior
Notes

SEY B
i

Wherehouse
Entertainment, Inc.

has been acquired by
WE! Holdings, Inc.,
a corporation formed by

Adler & Shaykin

We initiated this transaction and
acted as financial advisor to
Wherehouse Entertainment, Inc.

New Issue

1,840,000 Shares

Common Stock

New Issue

1,750,000 Shares

New issue-

$50,000,000

Plenum

PUBLISHING CORFDRATION

The
munictrs Sombmy MUSICIANG s .0

Group'

Common Stock

Plenum Publishing
Corporation

Convertible Subordinated
Debentures

$70,360,000

DIC Animation
City, Inc.
Senior Notes, Subordinated

Notes , Revolving Note,
Common Stock and

$81,000,000

N\

Weintraub
Entertainment
Group, Inc.

Subordinated Debentures
with Warrants to Purchase

$13,000,000
' ‘ Federal Enterprises, inc.

Convertible Subordinated
Debentures
WWe acted as financiat advisor

4,000,000 Units

Falcon Cable
Systems Company,

a California Limited
Partnership

Master Limited

in th te pl t i
Preferred Stock Class A Common Stock ‘onf thgsz”'s\:c:rilgi:sc,emen Faitnerip
$50,000,000 $25,000,000 $260,000,000 $250,000,000
GACC Holding
. FMI Financial Company
Aaron S_pellmg Corporation $125,000,000
CAROLCO PICTURES INC. Productions, Inc. to be renamed Great American Senior Extendable
Communications Company. Reset Notes
Senior Subordinated
Senior Subordinated Notes Subordinated Notes Debentures $125,000,000

Senior Notes

Bear, Stearns & Co. Inc., 245 Park Avenue, New York, NY 10167

BEAR STEARNS

Sharing Opportunities

(212) 272-2000

New York/Atlanta/Boston/Chicago/Dallas/Los Angeles/San Francisco/Amsterdam/Geneva/Hong Kong/London/Paris/Tokyo
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The Business Side

by Merrill Brown

Why Taking Risks Makes Sense

enry Siegel isn’t accused of being a short-term
H thinker. He has created the $800 million barter

business and was vital in developing first-run
syndication. The firm he founded, LBS Communications,
considers itself the nation’s largest marketer of ad time
in syndication. And LBS has been one of the most aggres-
sive firms in taking barter and syndication into new
international markets.

That’s why Siegel, now chairman and president of
LBS, and his views about television’s future, require
attention. Throughout his career, Siegel has proven that
he’s willing to take risks. And even when one fails, as
with LBS’s Inday venture, there are lessons for other
risk-takers. ‘“‘Somebody always comes in and does it big-
ger, spends more money or does more of what we do,”
Siegel said recently. ‘“That’s why we’re always forced to
move quickly into new areas.”

With the domestic program field stagnating, Siegel is

Barter guru Henry Siegel
sees a contracting market
as full of problems. But he
also knows when a business
is loaded with opportunities.

spending much of his time on LBS’s ancillary fields—pri-
marily in the cable and international areas. “There’s no
question that we’ve exhausted our creativity and have
more than enough product and outlets,” he says.

Domestically, Siegel is worried about competition in
barter, and the programming industry’s growing diffi-
culty selling new shows to cautious buyers. “The concern
is no longer ‘Will you get the right price from adver-
tisers?’ The issue is competition and the fact that you're
clearing fewer markets and getting lower ratings,” he
says. As a born risk-taker, Siegel finds that worrisome.
“If the crash had occurred before pilots went into pro-
duction, you’d have seen even less risk-taking. There’s
desperation out there right now. People are pulling the
plug even faster than ever and more projects are falling
by the wayside. A lot of this has to do with the capital
markets. Wall Street is no longer enamored with the
entertainment industry.”

But Siegel, it appears, continues to take risks. Witness
his willingness this season to take on King World’s game-
show steamroller with LBS’s Family Feud, and his will-
ingness to bet $2 million on October’s Return to the

Titanic special—a program that Siegel says grossed $4
million.

But he isn’t optimistic on hour programs—a network
staple that is moribund in syndication. “I don’t believe
hours will ever be back,” he says. “They’ll never be as
good a sell as two half-hour sitcoms. Maybe with cable
there will be ultimately a big enough back end to cover
their deficits, but I don’t believe hours will ever again
have real value in the marketplace.”

Siegel also has a very provocative and somewhat unu-
sual view of network television. It's his sense that
although the three-network share will continue to drop,
the networks are about to increase their power—espe-
cially in their relationships with producers and syndica-
tors. “They’re still the most important national televi-
sion medium around and I think they’re going to be more
powerful in the 1990s than they are today,” he says, pre-
dicting an end to the rules that have barred the networks
from syndication and program ownership.

“They have the clout to get significant percentages of
the back end and that will affect the bottom lines of all the
major studios,” he notes. ‘““They will say they need these
percentages in order to survive, and they may get them.
The networks will then keep shows on longer, be more
willing to put lots of money into shows and to put the
money into promotion for them. Fewer series will get on
the air, but there’ll be fewer broken series. And it’s likely
that fewer independent producers will get series on the
air. They might take on 30 and not 100 pilots, but they
might also help producers by being more willing to put up
money for deficits.”

At a time when second- and third-tier production and
distribution companies are in a major shakeout, that sce-
nario could mean additional problems, even for midsized
companies such as LBS. But Siegel likes LBS’s position-
ing and says that in light of the fact that only LBS and
King World remain as larger, significant independents,
that’s a relatively secure niche. “We have the ability to
attract independent producers, who represent the bulk
of the creative community,” he says. “We’ve got no ties
to studios, their overhead and union contracts and to
their own large-scale productions. We have the opportu-
nity to deal with more independent producers than any-
body and we’re looked upon as their friend. That’s why I
think we’ve never been in a better position from a pro-
gramming and company standpoint.”’

If Henry Siegel continues to bet right far more often
than wrong, that may well be the case. And those are les-
sons for all programmers. Unless more people adopt
Siegel’s willingness to challenge the status quo and take
qualified risks, today’s programming shakeout might
well yield more victims. °®
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CEA NOW PROVIDES
NONSTOP SERVICE FROM

NEW YORK, WASHINGTON

AND TAMPA.

When you're CEA and
you're the hardest working,
fastest growing, and largest
independent brokerage and
investment banking firm in
the cable tv, broadcast and
entertainment fields, what do
you do?

Keep growing, what else?

That’s why in addition to
our headquarters in Tampa,
we opened a Washington,
D.C. office in 1985 with some
of the most sawy profes-
sionals in the industry.

And early this year, we
opened an affiliated com-
pany, CEA, Inc., in midtown
Manhattan, close to the nerve
center of the nation’s bro-
kerage and investment
banking business.

If you'll be going to the
table in 1987, call the com-
pany that exclusively serves
the media and entertainment
industries. Call CEA.

The service is nonstop.

And first class all the way.
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COMMUNICATIONS
EQUITY
ASSOCIATES

Investment banking, brokerage, fimancial,
management, and regulatory affairs services
for the communications industry.

Tampa:
5401 W. Kennedy Bivd., Suite 851
Tampa, FL 33609 (813) 877-83

Washington:
1133 20th Street, N.W,, S
/ashington, D.C. 2003

New York:
CEA, Inc., 375 Park Ave., Suite 3803
New York, NY 10152 (212) 319-1963

778-1400
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This announcement appears as a matter of record only.

$235,000,000

Star Midwest, Inc.

a subsidiary of Star Cablevision Group
Fond du Lac, Wisconsin

$135,000,000 Senior Secured Financing
$10,000,000 Revolving Credit Loan
380,000,000 Series B Note
$10,000,000 Series C Note

The undersigned arranged for financing and acted as agent
in the private placement of these securities.

MORGAN STANLEY & CO.

Incorporated

Marech 2, 1988
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Star Midwest, Inc.

a subsidiary of Star Cablevision Group
Fond du Lac, Wisconsin

has acquired

North American Communications Corporation
Combined Cable Corporation
James Communications Inc. (Wisconsin Systems)
Columbia Cablevision

The undersigned acted as financial advisor to
Star Cablevision Group in these transactions.

MORGAN STANLEY & CO.

Incorporated

March 2, 1988
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BROADCASTING?

the company. “My read is that they
haven’t had one iota of impact on the net-
work.”

What Wright has been working to fix
isn’t so much the network’s lustrous
present day as its uncertain tomorrow.
As he observes, “It’s hard to focus on a
rainy day when it’s bright and sunny
out.” When he’s not presiding over cur-
rent operations (which he says take 80
percent of his time), he’s ushering NBC
into cable program production. Televi-
sion’s outer bounds are stretching, he
says, and NBC must broaden its part of
the business to protect its future. Yet de-
spite the company’s wealth and power, he
is finding it hard to break out of NBC’s
gilded present.

right had nobroad-

casting experience

when he moved

over from GE Fi-

nancial Services in

September 1986,
but he struck evervone as extremely
bright—a quick study, probably the
quickest they’d ever met. A lawyer by
training, with a home in the suburbs,
three children, a fondness for golf and
sports cars and little visible craving for
fame and glory, he was the model of a
modern industrial technocrat in a com-
pany, GE, where personal color and
forceful utterance were the sole province
of chairman John F. Welch Jr.

Wright first worked with Jack Welch in
1973 as a young attorney in the plastics
division, which Welch then headed. It
was soon clear that Wright was marked
for great things in the company. In 1980,
he assumed the presidency of Cox Cable
Communications as GE’s man-in-place
when GE attempted to purchase it; al-
though the deal fell through, Cox per-
suaded Wright to stay on. Welch brought
him back to GE in 1983 to head small ap-
pliances (until Wright sold it off) and then
GE Financial Services, where he super-
vised the acquisition of Employers Rein-
surance and the investment firm Kidder,
Peabody & Co. Some mention Wright,
who is 44, as Welch'’s possible successor,
though Welch is only 52.

Welch had repeatedly moved Wright
from division to division as he reshaped
GE, in six years redirecting its growth so
that GE’s core manufacturing component
was reduced from half to a fifth of its busi-
ness. The strategy worked: Between
1980 and '87, GE’s earnings rose 93 per-
cent on revenue growth of 58 percent.

By 1985, it was apparent that Welch
wanted a TV network. That year he made
himself available to step in as a white
knight during Ted Turner’s doomed raid
on CBS, but CBS was not for sale. Nor
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TV didn’t look so
tough to GE’s Jack
Welch: ‘Picking an 8:30
program that you can
cancel in a few weeks,
that’s not risk.

was ABC, which had just been purchased
by Cap Cities. NBC was widely believed
to be immune to takeover, since acquiring
its large and sluggish parent, RCA,
seemed unthinkable. NBC, however, was
almost perfect for Welch’s purposes. It
was in the service sector, where Welch
was concentrating GE’s growth. It was
immune to foreign competition. And to
the chairman of GE, broadcasting did not
look like such a tough business. “Who are
the big risk-takers at NBC?”’ he asksina
tone of scorn. “Who are the big risk-tak-
ers at CBS? We just bet a billion dollars
on a new jet engine design. That’s risk.
Picking an eight-thirty or nine o’clock
program that you can cancel after a few
weeks, that’s not risk.”

The best thing about NBC, however,
was that its chairman, Grant Tinker, had
led the network into the position of domi-
nance dear to Welch’s heart. He would
not own anything, Welch said, that was
not first or second in its industry or stood
a good chance of getting there. In June
1986, GE bought RCA for $6.4 billion in
cash.

Welch had reached the point in his ca-
reer where his myth had begun to ob-
scure his reality, and the myth said that
he had a single blood-red eye in the mid-
dle of his forehead and ate a baby with
every meal. He immediately lived up to
his reputation by destroying RCA, sell-
ing off parts of it and absorbing the rest in
slenderized form. Then in March 87, he
explained his philosophy to a gathering of
NBC executives in Fort Lauderdale.
Welch clearly meant to sweep up his lis-
teners on a wave of his own evangelical
enthusiasm for GE’s shining destiny, but
what some remembered most clearly was
his warning that many in the room were
turkeys, by his standards, and might as
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well quit before he found them out.

“There were two reactions in the audi-
ence: ‘Yay!” and ‘Oh, shit,’ "’ says Jerry
Nachman, until recently general man-
ager of WRC-TV, the NBC-owned sta-
tionin Washington, D.C. “People react to
Jack Welch in inverse proportion to their
competence. The more competent some-
one is, the less intimidated he’s going to
be. And if you happen to be competent,
this is good, because GE is very, very se-
rious about identifying performers.” For
Welch, heightening efficiency was more
than a simple strategy. “I’d say that
Jack’s dedication to efficiency isn’t some-
thing he thinks about as much as he
should,” says a former NBC executive.
“With him it’s an article of faith, some-
thing he does automatically.”

Welch had the opportunity to give NBC
a president of the same faith. Tinker, ea-
ger to return to California and move on to
new ventures, had expected his successor
to be chosen from the NBC ranks, possi-
bly in the person of Robert Walsh, a sea-
soned and talented group executive v.p.
Instead, Welch himself assumed the title
of NBC chairman and appointed the
adaptable Wright as president and CEO.

Like a prototypical GE executive (and
like Tinker as well), Wright was a hands-
off manager. Wright campaigned to “in-
vigorate the culture with a sense of dyna-
mism” that was lacking in all but a few
corners of NBC, in the judgment of a GE
colleague who joined Wright at 30 Rock-
efeller Plaza. Wright’s style, the style of
the lieutenants from GE, was to soak up
information like a sponge, observed Cyril
Vetter, owner of WRBT in Baton Rouge
and a member of the NBC affiliates
board. “They have big ears, they listen
and they work like Trojans.”

s 4 GE man, Wright was

proud of being open to un-

conventional moves, but

his early statements

caught his new constitu-

ents by surprise: the pos-
sibility (not an active one) that NBC
would spin off part of its TV network to
affiliates, the notion of putting home
shopping on NBC, the ill-advised memo
urging employees, NBC News and all, to
aid a political action committee.

To be fair, Tinker was a hard act to fol-
low. Employees had crowded the huge
Studio 8-H for a full day to say good-bye.
He had courted the troops by holding
two-way videoconferences with employ-
ees around the country, fielding ques-
tions about programming, day care and
broken water coolers. When Wright
hosted his first satellite hookup for em-
ployees in January, the top brass gave
pep talks and took no questions. In clos-



CARL FISHER

ing his segment, NBC Entertainment
president Brandon Tartikoff thanked
Wright for letting him join in “this very
daring experiment in one-way communi-
cation.”

Even high-ranking executives felt
Wright was uninterested in their views.
“He’ll call a meeting, everyone will get
together, and he won’t show u»,” says

one former NBC executive. “It’s no big
deal, but it doesn’t help. It’s not that
Wright’s arrogant, but he’s totally self-
confident, the way GE people are. They
all come out of the sume cookie cutter
over there. Their attitude is that they
know evervthing and we know nothing.
They don’t think they have to talk with
us, because we’ve been doing it wrong all

Rogers anﬂ Eess: When NF;C goes shopping, nothing looks quite as good as what it's alreadrgot
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these years, and they’re about to do it
right.”

“Some people can thrive on having a
knot in their stomach every day,” says
one staffer who couldn’t abide it, and left.
But for others, the new masters made
NBC an exciting place to work. “I get up
in the morning and look at the Wall Street
Journal to see what these GE guys have
done,” says John Agoglia, the network’s
executive vice president of business af-
fairs. “It’s exciting. They challenge you.
They want you to change. They want you
to function in an open and free-market en-
vironment.”

eneral Electrie, in the per-

son of Jack Welch, was

looking for its new subsid-

lary to stay on top, to

make bold and smart

moves and, at the same
time, to render the fat from its living
body. In his Fort Lauderdale sermon he
had praised the GE divisions that had cut
out superfluous levels of managers, and
NBC already seemed to be “delayering”
through early retirement. Many long-
term NBC employees, including most of
its second echelon—group executive vice
presidents Walsh, Robert Butler and
Ray Timothy—faced a singular tempta-
tion: Until the end of '88, they could take
early retirement and cash in their old
RCA pensions, reaping sums variously
reported at between $750,000 and $1 mil-
lion each. Then, last August, Wright
asked Butler, the chief financial officer, to
take his money and stand aside.

The new CFO was Al Barber, most re-
cently president of GE’s railcar leasing
division, who had worked for Wright in
the housewares division. “When we buy a
company we usually like to put in some-
one who understands our financial proce-
dures,” explained a GE spokesman. Said
an affiliate executive: “That young man
they brought in takes precedence over
everyone else at the table. When they tell
you that they brought him in because
they like to have someone familiar with
GE bookkeeping, that tells you the story
at NBC, doesn’t it?”’ In December, Walsh
announced his own impending departure.
“I would get a cold chill if I thought Ray
Timothy was about to leave,” says Eric
Bremner, v.p. of television at KING, the
Seattle affiliate. Timothy quietly put out
the word that he intended to stay.

In Wright’s first few months, NBC
trimmed some 400 jobs, guided by a
“functional analysis” initiated under Tin-
ker. But management put off reviewing
the technical and newsroom jobs under
the National Association of Broadcast
Employees and Technicians union, whose
contract would expire in June ’87. Negoti-
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ations had left an impasse over work
rules, so when NBC put forth its final of-
fer, the union struck.

By October, near the end of the strike,
NABET’s New York local president Ar-
thur Kent was close to despair. He had
anticipated that the strike would last no
longer than seven weeks, when the
strikers’ unemployment benefits would
run out. It had already lasted twice that
long. Strikers were selling their cars and
seeking other work. All but one of the
other unions were crossing the picket
lines. Kent believed that GE was trying
to break NBC’s unions. ‘““The Directors
Guild has had it,” he said one afternoon in
a hushed voice. “We’re next. They're go-
ing to pick us off one by one. GE’s power
is awesome. That guy Welch is like a
Hitler. Who can stop him?” Arthur Kent
believed he had walked directly into a
trap. Later in the month, NABET went
back to work under NBC’s new contract.

or Welch, observing the

struggle from GE’s re-

doubt in Fairfield, Conn.,

the strike was a pleasing

but unnecessary confirma-

tion of his management
creed. “I don’t know what those 2,800
people did,” Welch said at the heart of the
strike, referring to the absent NABET
workers. “I don’t know what the people
subbing for them are doing. All I know is
that 2,800 people aren’t working, and
we’re still in first place.”

It was all he needed to know. “If Jack
Welch has a fetish,” says a former NBC
executive, “it’s people. He believes that
all bureaucracies have grown lazy and
oversized over time. I don’t care if we
were running as efficiently as we could—
which we weren’t—we’d still be under
tremendous pressure from Jack Welch to
get rid of people.”

Within a few months after the strike,
the company had dropped 100 positions
through retirements, resignations, dis-
missals and contract buyouts, in addition
to another 100 positions attributed to the
sale of the NBC radio networks to
Westwood One, and had begun another
“functional analysis” of NABET posi-
tions. “It’s a little like the South Seas is-
landers tossing people into the volcano to
appease the gods,” says John Clark, who,
a week after the strike ended, won the
presidency of the New York local from
Arthur Kent by a margin of three to one.

The new work rules, especially helpful
to NBC on big football weekends, ex-
panded the network’s right to hire union
technicians on a daily basis, reducing
their job security to the level of chorus
girls. In February, according to Clark,
NBC was able to pick up a wrestling
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Radio might energize
the company, Wright
believed. But few NBC
execs were interested,

and the stations went
on the block.

match (The Main Event) from Indianapo-
lis using only four staff technicians and 19
daily hires. Under the old contract, all the
union technicians would have been NBC
or affiliate staffers.

“Cost management is an important
strategy at GE and we have not escaped
that lecture,” says Ellen Agress, v.p. of
corporate planning and business develop-
ment. “But they do have to understand
that the cost control we can effect will
take us only a short distance.” A very
large chunk of NBC’s budget cannot be
much reduced—the millions that the net-
work bids for talent in entertainment and
sports.

But Welch was ready to spend where it
counts. “We’ll give money and give it
generously to the cream of the network—
that shallow layer of people who light up
the sereen at night, to Brandon Tartikoff
and his team,” he says. “For the rest of
the network, it’s a whole new world of
change, of cost-effectiveness.” Wright, in
true GE style, left Tartikoff entirely
alone, except, also in true GE style, to re-
ward him with a handsome bonus. “Ev-
erything we've wanted to run with,
we've gotten a green light for,” says
Warren Littlefield, executive v.p. of
prime time programs. For instance,
Wright is letting Tartikoff cautiously ex-
tend first-run programming—two new se-
ries, including a nighttime soap—into the
summer, where cable TV has been mak-
ing inroads in viewing share. Wright en-
dorsed the move and allocated an extra
$10 million. “For the past five years the
networks have been experimenting with
short orders in the spring,” says Little-
field. “Summer is the new horizon. While
other networks are in a cutting-back
mode, we're expanding.”

The area where NBC was lagging was
in planning and moving into new busi-

www americanradiohistorv com

nesses to secure its future. Now that
prime time was in surpassingly fine condi-
tion, the company had the luxury of look-
ing ahead. This was not to be the compila-
tion of a big, fat plan of the kind GE had
made famous, Agress says, but a more
alert and “opportunistic” outreach now
favored by Welch. The core personnel for
that outreach effort were Wright himself,
an attorney with some experience in ca-
ble and even more in GE-style, big-league
dealmaking; Agress, NBC’s top planner
since '84; Tom Rogers, v.p. of policy plan-
ning and business development, who had
extensive contacts from his days as sen-
ior counsel of the House telecommunica-
tions subcommittee; and J.B. Holston,
v.p. of business strategy and interna-
tional development, who had briefed
Wright on NBC’s prospects back in 1986,
when Holston was a GE planner and
Wright was preparing to take charge of
the network.

Wright soon realized that radio would
require immediate attention. In radio,
the networks were marked for quick dis-
posal, and five of the stations had to be
sold, like it or not. NBC would have just
three left after being forced by FCCrules
to divest those in markets where it also
had TV stations. Three was too few. “To
stay in radio, we would have to start ac-
quiring stations,” Wright explains. “The
incentive to start up in the radio business
just isn’t all that great.” Radio earnings
weren't large or steady enough for a
stockholder-owned company, he says.
And while he wanted to bring some of ra-
dio’s entrepreneurial management style
into NBC, he saw little chance that would
happen. Few of his top executives paid
much attention to radio. In the company’s
high councils, Wright gave up advocating
that NBC stay in its original business.
The radio networks had already been
sold, and before the end of February five
of the stations would be sold to Emmis
Broadcasting for $121.5 million.

BC was a television com-
pany, Wright declared,
and he quickly led it
deeper into that business
by buying its seventh TV
station, WTVJ in Miami,
in January ’87. If there were more major-
market VHF's looking for buyers, NBC
might not have bought a CBS affiliate, of-
fending tradition and, in particular, the
present NBC affiliate in Miami, WSVN,
whose contract runs till next January. To
minimize the damage from the uneasy
pairing, Wright offered in vain to let
WSVN drop NBC early (probably in ex-
change for CBS). “We obviously don’t
have much incentive to promote CBS'’s
fall or winter schedule,” Wright explains,
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WERE DISHING OUT
SOMETHING NEW.

Your viewers are hungry for business news.

Wall Street Journal Television can help you give it to them.

Now, in addition to our weekend WSJ Report, we’re offering new
services to help you beef up your own business coverage and give
you a competitive edge—only one station per market can subscribe.

Here’s what you’ll get:

A daily 90-second newsbrief written, produced and anchored

by the experts at Wall Street Journal Television.
Live, two-way interview capacity, both during newsbrief
feeds, and when important stories are breaking.
Research and editorial support for your local and

regional business stories.

And first option on our WSJ Report and on specials

like The Annual Report: 1987,
Interested?
Call Hewitt West, our sales director, in
New York at (212) 416-2373.
Now that business news is everybody’s
business, Wall Street Journal Television can
help you give everybody the best.
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“and they don’t have that much interest
in promoting NBC, so all we mutually do
is enhance the prospects of ABC.”

Leading affiliate executives let Wright
know they wouldn’t want NBC to repeat
what it did in Miami. To some, the deal
was a harbinger of a new and not alto-
gether pleasant age. “There’s a clear ex-
ample of the fraternal, collegial relation-
ships that existed in our business for 35 or
40 years being tossed aside,” says David
Henderson, president of a group owner,
Outlet Communications. “Those people
down in Miami were good, loyal soldiers
for NBC even through the dim days that
weren’t that long ago.” Still, most affili-
ates couldn’t blame NBC for wanting to
enlarge its stake in the station business.

With its six other 0&Os, including
GE’s longtime Denver property, KCNC,
the company can still lie in wait for the
chance to snap up one or two more major-
market stations before its potential audi-
ence hits the FCC ownership ceiling, 25
percent of the U.S. population (the 0&0Os
now reach 22.32 percent). At the same
time, Wright and his new-business team
are hoping to luck out on new ventures as
ABC did when it bet on ESPN nearly a
decade ago. Early this year NBC took a
partnership in a high-tech start-up, Inter-
active Game Network, and put Tom Rog-
erson its board.

For his part, Holston has looked into
nearly every deal making the rounds in
foreign TV, including part of a consor-
tium that bid (unsuccessfully) for the pri-
vatized French channel TF-1. Based on
his talks, Holston can predict a shake-up
in the sales of news footage overseas.
“U.S. companies jointly subsidize the
provision of news video for the rest of the
world to a very great degree,” he says.
Under current arrangements, NBC
wholesales its footage through Reuters’
Visnews service, but Holston says NBC
is considering selling direct to foreign
broadcasters.

Rogers was talking foreign newsfilm
deals with Turner Broadcasting System
executives last October, soon after the
stock market crash, when a larger possi-
bility opened up. Ted Turner stepped in
and suggested that NBC might want to
buy part of his company, the proceeds
from which would, not incidentally, help
him pay pressing debts. For more than
two months Wright, Turner and their
lieutenants looked for a framework ac-
ceptable to NBC, Turner and the major
cable operators on the TBS board. “If
this thing comes together with Turner,”
observed Ed Allen, chairman of West
Coast Communications, at the time, “I
think it will be because of Bob Wright and
his former involvement with cable. He
knows us and he knows our business, and
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Tartikoff said he’d
let some NBC late-night
and kid shows debut on
cable, but his prime
time wouldn’t become
anybody’s back end.

we know him.”

The good feelings were not enough,
however. With no agreement on price
and structure, negotiations fell apart in
January. Once Wright looked at TBS’s
earnings prospects, he soured on the
deal. “It’s a unique company,” he says.
““It doesn’t have any earnings. Allit hasis
debt, no capital. We tried to find a way a
public company like ours could meet
Ted’s stock price, and we couldn’t.”

Someday, of course, Turner may bring
that price down. “The way it’s going
now,” says Wright, ‘“the company is be-
ing slowly acquired by Time Inc. and
TCI. If that is not satisfactory to Ted, at
some point or other, I'm sure he’ll raise
his hand.”

he Turner deal was always

an ‘“extreme long shot,” as

Rogers calls it, but it had

characteristics Wright was

looking for: 1t would have

opened the door to cable’s
growing audience at a time when the
three-network share of prime time view-
ers had passed 70 percent on the way
down. And joining up with Turner would
have been a sizable deal, compared to
most of the pygmies in cable. It would
have expanded the ‘““‘shelf space” for dis-
play of surplus NBC News material—on
CNN. And it was not foreclosed by any of
the many federal rules that bedevil the
Big Three networks.

The FCC’s financial interest and syndi-
cation rules, for instance. Wright says
he’d like to see them dropped for two or
three years as an experiment. They’re
distorting NBC’s options, forcing it to
compete with Hollywood, says Rogers
pointedly. “What you have with the fin-
syn rules is an incentive for us to produce
for cable,” he explains. Indeed, as its deal
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with The Disney Channel indicates, NBC
was interested in producing shows for ca-
ble that the network could play later, on
Saturday morning or in late night—
though Tartikoff insisted that NBC’s
prime time would not become anybody’s
“back end” if he had anything to say
about it.

For prime time, Wright was encourag-
ing Tartikoff, the programmer, to make
deals with Tartikoff, head of NBC Pro-
ductions. For one reason, such arrange-
ments give the network the hour-long
dramas that studios are reluctant to
make—or continue making—these days.
Wright points directly at Moonlighting,
which ABC produces. “It’s very doubtful
that an outside production house would
have kept that show on the air,” says
Wright. Expecting that the series
wouldn’t sell well in syndication, a studio
would have insisted that ABC shoulder
the whole budget up front. In that case,
why shouldn’t the network own the
show?

That’s what NBC did in an unusual deal
for its new detective series Sonny Spoon,
which debuted in February: Because the
fin-syn rules won’t let NBC be a partner
in one of the shows it airs, or syndicate it,
NBC Productions owns the show but
hires Stephen J. Cannell to produce it.
NBC will take a flat fee for syndication
but let Cannell do the selling.

It’s frustrating, having so much money
and, under various FCC rules, such re-
stricted power to buy and do. Says
Agress: “As long as the syndication rule
exists, owning a studio, for us, would be a
very difficult business. Then you’d be
buying into the rsky part of the busi-
ness—production—and unable to fully
participate in the less risky part.” This is
the much-sought-after gold mine of do-
mestic syndication.

Other rules keep networks from own-
ing cable systems, though Agress says
NBC wouldn’t pay the current prices any-
way. “And other things just aren’t worth
the effort, because if they’re wildly suc-
cessful they will make just a million dol-
lars a year,” she says. ‘“The frustration is
that there isn’t a whole array of options
out there we can logically pursue.” The
rules, the logic, the high performance
standards set by GE—all are keeping NBC
in the business where it’s now on top.

But Wright knows Bill Cosby might not
be back after next season, his fifth year on
NBC. He knows that Tartikoff can’t hit
home runs forever, and that there are
teams besides the networks playing the
game today. And he may very well sus-
pect that, years from now, his tenure at
the company is likely to be judged mostly
by what NBC did after the Tinker era
tailed off. °
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WHOoOOWNS

Facing the
MusicIn

Stationland

Slow advertising growth, high program costs and
intense competition have station owners—
particularly new ones—in a bind. If they can’t
succeed, they may have to sell. by Harvey D. Shapiro

Harry and Morris, two traders from the
Chicago Mercantile Exchange, finally took
some time off and went on a cruise. As luck
would have it, their ship hit a reef and
sank, stranding them on a desert island.
Suddenly « can of sardines from the ship
washed up on the island, and they
immediately began trading it. They traded
it back and forth, running the price up and
down until Harry got hungry and ate the
sardines. They were awful. “That’s
because those weren’t eating sardines,”
Morris said, "‘those were trading
sardines.”

—old commodities-market joke

ust so, a number of investors
have discovered that the tele-
vision stations they pur-
chased for high prices in the
last few years aren’t trading
stations, but operating sta-
tions. The station market has turned, so
“youmay have thought you were going to
flip the station and make a killing, but you
may now find you're suddenly an opera-
tor,” says Marvin L. Shapiro, executive
v.p. of Veronis, Suhler & Associates. And
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these are tough times to operate a televi-
sion station.

For years owning a television station
was regarded as a license to print money.
To be sure, overall station profit margins
are still attractive. But as Sturges Dorr-
ance, vice president and g.m. of Seattle’s
King Broadcasting, says, “For want of in-
flationary pressures, revenues are ho
longer increasing as rapidly as they were
in the past.” Moreover, advertising bud-
gets are being divided among more sta-
tions and more alternatives, especially
cable.

This period of relatively stagnant ad
revenues has meant those who bought
stations at inflated purchase prices and
paid for them with expensive borrowed
money may be having trouble making
ends meet. Says John Murphy, a partner
in the investment firm of Murphy &
Fauver, “Twenty-three independents
have failed in 13 months. The profits of
scores of other stations have dwindled,
and the industry’s growth rate has
slowed down.” Some station owners are
looking at red ink and wondering how
they’ll make monthly loan payments.
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BROADCASTING?

Says research v.p. Sharon Armbrust of
Paul Kagan Associates, “If you’re 80 per-
cent leveraged and have to make pay-
ments based on having 15 percent annual
increases in cash flow, and you haven’t
been getting it, vou’re in trouble.”

“There’s going to be a lot of pain and ag-
ony over the next year or two,” Murphy
adds. “It will be working its way through
the financial structure.” The cold wind
swirling around television stations is
bringing new managerial ideas to the in-
dustry as stations seek to make ends
meet either by cutting costs or finding
new revenue sources, and for those in
deeper water, the discussions run to re-
capitalization plans and even to putting
out the For Sale sign.

There are differences of opinion as to
who’s hurting and how badly because
“everybody says, the other guy isin trou-
ble, but I'm not,” notes Shapiro. Analysts
who judge cash-flow-to-debt ratios of
publicly held companies generally agree
with Richard MacDonald of First Boston,
Harvey D. Shapiro last wrote for Chan-
nels about media broker Rick Michaels.
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who says few publie company have prob-
lems. “Privately held indies that don’t
have a Fox affiliation probahly have the
most problems,” he adds. Reason:
they’re the weakest franchises and their
buyvers typically have had the shallowest
pockets.

he seeds of this financial dis-

tress were sewn in the good

years. People like Paul Ka-

gan were insisting that

many stations were under-

valued and that it was

worth large sums to buy them, because

good management could quickly build up

ratings and ad revenues. The enthusiasm

grew when the FCC permitted groups to
own 12 stations instead of seven,

Like all manias, station buying took on

a life of its own. But in December 1986, af-

ter Grant Broadcasting filed for bank-

ruptey, the market turned, and last vear

station prices—and ad revenues—quit

climbing. Although TV had no real Black

Monday, the Wall Street crash further

dampened the station market, reducing

both the weulth of bidders and the multi-

ples on TV stocks. It also shut down the

junk-bond market, which was a critical

vehicle for financing station deals. These
high-yield bonds made it possible for com-
panies whose securities would never be
rated investment grade to still sell bonds
and raise large sums of money needed for
acquisitions.

The crash scared off junk-bond buyers.
Meanwhile, many station owners had a
relentless debt burden. The stations may

not have been doing too badly. “Even if

you’re a struggling station and your
profit margin dropped to 20 percent,
which is a hell of a drop,” Shapiro says,
“you could still pocket some nice money.”’
You could, that is, unless you were in
hock to pay for the station.

Other beleaguered stations have been
kept from disaster only by last-minute
serendipity. “They’re hanging on be-
cause interest rates have fallen and be-
cause this is a positive year in TV adver-
tising, with the Olympies and the
elections,”” says John Murphy. “But
there is a group of station owners who lie
awake knowing that if interest rates rise
or ad revenues dip, they’re sunk. It’s not
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a matter of many more people having to
file for bankruptey. It’s people calling
their bank every 90 days, saying ‘Oh
yveah, about that payment we were sup-
posed to make, can we sit down and talk
about it—aguin?’ There’s going to be a
fallout—a gradual restructuring and re-
shuffling—instead of a disaster.” To keep
the wolf from the door, Dorrance says,
“all of us are pushing harder to hold down
expenses and increase revenues.”

Cutting costs is new to television.
Kevin O’Brien, who’s managed stations
in Cincinnati, Washington, New York
and noew San Francisco as executive v.p.
and g.m. of Cox Broadcasting, which
owns three indies, says: “In every case,
we added people and programs and we
prospered.”

But what if there is no money? Leun
and mean is the new concept; it has al-
ready been broadcast by the new net-
work owners. Says Michael Finkelstein
of Odyssey Partners, which owns one af-
filiate and two indies: “Television is still a
terrific business, but it’s a business and
has to be run like a business. You have to
be very careful how you spend money.”
He adds, “We're organized and we run
our businesses with a very focused eve on
the bottom line. We don’t pay a lot for
programming and we never have.”

rogramming accounts for
nearly half of an indie’s ex-
penses, and with the syn-
die market cooled off,
“there’s a lot more negoti-
ated sales of programming
and a getting back to realistic expendi-
tures,” Armbrust says. For example,
David E. Henderson, who runs two NBC
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affiliates as president and chief operating
officer of Outlet Communications and two
indies (now for sale) as president of Atlin
Communications, says, “We don’t try to
acquire the most expensive product of-
fered by the syndicators. We are very
content to measure the financial opportu-
nity that is presented by a time period. If
the cost of the product is excessive and
does not give us what we consider a rea-
sonable rate of return, being number one
in a time slot is no longer the name of the
game.”

Although Outlet is heavily in debt since
completing a leveraged buyout from the
Rockefeller family, Henderson adds,
“We have maintained PM Magazine, de-
spite the fact that it’s not number one in
its time period, because its demographics
are very competitive versus the best
product that is put against it, such as
Wheel of Fortune. So why should we pay
program costs that are perhaps three or
four times what it costs to doa PM?”

enderson has also at-

tacked the other half of

a station’s expenses,

nonprogramming

costs. “We haven't laid

off any people,” he
says, but “we have let some attrition take
place. And we’ve been difficult to deal
with in renewing labor contracts, not in
the sense that we have penalized people,
but we have reduced the number of peo-
ple that we will need by getting jurisdic-
tional relief.” Henderson’s two compa-
nies were budgeted for 633 employees
last year, but operated for much of 1987
with 597.

Elsewhere, too, operating expenses ure
being reduced or deferred. At Tribune
Company’s stations, nonprogramming
expenditures are being cut 15 percent,
largely via personnel reductions. A few
months ago, for example, the company
said it would cut 22 engineering jobs, or a
quarter of the technical staff, to reduce
costs at WGN-TV in Chicago. At King
Broadeasting, Sturges Dorrance says,
“We have had budgetary controls and
systems in place for a long time, and
whereas a few years ago it was not unrea-
sonable to let expenses rise at the annual
rate of 8 or 9 percent, now we are looking
at significantly lower levels of increuse.”

This cost cutting is facilitated by the
new culture in TV management. The
wave of station sales has replaced family
businesses and local entrepreneurial ones
with bottom-line-driven professional
managers. And if they can’t hold down
expenses, they can be replaced, because
“the turmoil at the networks has made a
lot of good managers available,” one sta-
tion executive says. “Owners can look at
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‘There is a group of
station owners who
lie awake knowing that
if Interest rates
rise or ad revenues

dip, they’re sunk!

the people who have been running their
properties for the last two or three vears,
and if they don’t like the results on cost
cutting, they know they can find some-
body better. So, there will be manage-
ment shuffling.”

But there are limits to cost cutting.
“You still have to run the business, and
you ean’t cut expenditures to the point
where you create a downward spiral,”
Odyssey’s Finkelstein adds.

If expenses can’t be cut, revenues can
be raised. “Both affiliates and independ-
ent operators have gone back to the ba-
sics and are growing their markets in
terms of market totuls,” says Harry J.
Pappas, president and chief executive of
Pappas Telecasting Inec. in California.
“The business is still out there,” he adds.
One of the most aggressive stations in
pursuing stones left unturned has been
Albritton Communication’s WJLA,
Washington’s ABC affiliate. The sta-
tion’s share of the national advertising
pie is difticult to change, says national
sales manager Helen Feinbloom. But she
says, “there’s a great deal of attention be-
ing paid to the local arew. You can develop
new business. You can go to a bank presi-
dent who's never been on the air.”

WJLA has developed computerized
market research on potential local adver-
tisers, but its biggest step has been publi-
cation of three glossy magazines, sent to
450,000 area homes targeted as having
high-income zip codes. They covered the
miniseries Amerika, the 1987 fall season
and, most recently, the Olympics. Ad
space was sold in a package with airtime,
and the magazines, though designed to
get new advertisers, also got regular
WJLA advertisers. ‘‘But the money
came out of their promotional or direct-
mail budget,” Feinbloom says. ‘““The idea
is not to trade dollars but to get different
dollars.”

The idea is working. The publications
have drawn new advertisers and have
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| been money makers on their own. “They

aren’t loss leaders,” IFeinbloom says. But
putting out a magazine doesn’t come eas-
ily to broadcasters. When advertisers
asked “Can you bleed across the bind-
ing,” she reculls, “Who here knew what
that meant?” WJLA is planning more,
and Feinbloom says other stations have
been inquiring. In theory, there are lots
of stones that have been left unturned in
generating new ad revenue, but Dorr-
ance says there are limits. “In major mar-
kets, you can create new dollars on a
fairly regular basis with vendor pro-
grams and new business programs and
other things, but in large measure you
are dependent on the success of your mu-

Jjor advertisers, and if they’re not spend-

ing, things are going to be tight.”

What about stations that can’t cut ex-
penses or increase revenues enough to
make the numbers work? “Witha TV sta-
tion, you can’t liquidate part of it,”
Finkelstein says. “Its not like you can
haveaninventory-clearance sale.” Asthe
money runs out, stations must undertake
what is euphemistically known as a vecap-
italization. That means finding more
money to tide them over until, as Dick-
ens’ Mr. Micawber used to sayv, “some-
thing turns up.”

The first step is usually to go back, hat
in hand, to those who have bankrolled the
station. Most deals have been financed
with a variety of borrowings, although
the biggest piece is usually a bank loan.
The banker is typically the first stop for
those feeling pressed. If the financing
burden is pressing, the time to discuss
the terms of a bank loan is when “things
are becoming difficult but not vet hope-
less,” says one banker. “We prefer that
you show us that you're aware trouble is
on the horizon, not wait until you’re al-
ready hip deep in quicksand,” he adds.

he renegotiations generally
don’t focus on interest
rates. Loans to stations are
typically extended on a
floating-rate basis, 8o costs
have followed interest rates
down. Moreover, bankers would usually
rather stretch out a loan than reduce
their interest rate margins. It’s often not
the loanitself that’s the center of negotia-
tions. Shapiro of Veronis, Suhler adds,
“If your loan covenant requires you to
have 20 percent more cash on hand than
necessary to pay your interest, and it
turns out you have only 15 percent, the
banks get very nervous about that.”
Whatever the problem, he notes, “pres-
sure cah be relieved,” because bankers
recognize they're better off getting all of
their money repaid a little late than hav-
ing some of it not repaid at all. Moreover,



1987's 20 BIGGEST TV STATION DEALS

TATION/MARKET
MARKET RANK)

SELLER BUYER

PRICE PER

TRANSACTION
VIEWER

VALUE (SM)

1. WAGA Atlanta (12)
WSBK Boston (6)
WIW Clevelond (11}
WIBK Detroit {7)
WITI Milwaukee (30
WCST San Diego {25

SCH{Gillett)

Storer

1,285 $1,792

| T2, KTSP Phoenix (20)

’ WTSP Tampa (13)

| WKRC Cincinnati (29)
WDAF Konsas City (28)
WBRC Birmln ham 240)

Toft

FMt {Great American)

1,142 1,910

w

Viacam
WNYT Albany {52

KSLA Shreveport {

WHBC Rochester (68)

KMOV St. Louis (18)

. WVIT Hartford 241
6)

Notional Amusements

1,184 i

|

i WSVX Culum us (33)
|

i

J

4, WTVT Tampa (13) Gaylord

Gillett Holdings

365 2,355 ‘

w

. WTVJ Miomi (16) Wometco (KKR) NBC

270

6. WTAF Philadelphia (4) Toft VX
WCIX Miami (16)

WDCA Washington (9)

KTXH Housionilo)

KTXA Dollas (8

1,957 |

240 567

TCI
{and Heritoge
management}

7. KEVN Rapid City {167 + Heritage
KAUT Oklohoma Cit
KDLT Mitchell- Snouxpulls

WEAR Pensacola (55

100
KéHSJhudeuon SIi
WPTZ Plattsburgh (93)

NA NA

8. KHJ Los Angeles {2) RKO General

The Walt Disney Co.

217 1,186

o

.~ KOKH Oklo. City (37)
WMMT Grand Raopids (3
WRLH Richmond (55)
KOLN Lincoln (94
WEAU La Crosse-tau

Claire (135)

Gillett

Busse Broadcast

148.5 B58

10. WFMY Greensboro {50 Harte-Hanks ~ Gonnett

WTLV Jacksonville {59

155 1,292

11. KOSA QOdesso ("I 42) Forward Com. Adom Com.
WHOQI Peoria (109}

WMTV Madison (105

WSAW Wausau (129

WTRF Wheeling (126)

126.5 897

12. WPHL Philadelphia (4) Providence

Journal

WGHP Ltd. Partnership

7.9 749

13. WTVG Toledo (64) Storer Com., Taledo Com.

65 1,015

14. WVUE New Orleans (33) Gaylord Burnham

60 1,016

15. WAPT Jackson (83) Price Com.
WWAY Wilmington (127)
KFDX Wichita Fo"s# 31)

KJAC Beaumont (116

Clay Com.

60 667

16. KLFY Lofayette (115) Texoma

Young B'cast Louisiana 51

879

17. WLOS Asheville (36) Wametco

Anchor Media

50 1,136

18. KEYT Santa Barbara (114) Shamrock Smith

30 2,000

19. KSTS San Francisco (5) National Telemundo

25 12,500

Larimar- Goltrin Com.

20. KCPM Chico-Reading
1 Telepictures

KMID Odessa-Midland
142
KSPR Springfield (81)

Sources: Morgan Stonley, Medio Business News, Channels.

although lvans may be secured by a lien |
on a station and its assets, one station
manager says, “Fhere’s nothing like the
prospect of ending up owning « television
station to help bankers find creative al- |
ternatives.”

Renegotiating bank loans is only the
first step in tinkering with a troubled sta-
tion’s tinancial obligations. Besides bank
louns, many recently acquired stations
have a laver of “mezzanine” financing—
subordinated debt, preferred stock and
maybe other, more exotic securities
standing between the bank loans and the
common stoek of the station. The owners
of these mezzanine %eun'ities, like inves-
tors in Mexico or Brazil, “will do debt-eq-

*Formulated usiniA .C. Nielsen stotion doto for Sun.-Sat., 7 A.M.-1 A.M.. ending Nov. ‘87.

23 Gl

uity swaps,” Finkelstein says. That is,
thev may be offered the choice of ex-
changing the pieces of paper promising to
pay them a fixed amount for other pieces
of paper representing an equity interest
in the station. Like creditors of Mexico or
Brazil, a station’s bond holders may not
always enter into these swaps entirely
voluntarily, but it beats the alternative.
“There’s no question that some people
will get less interest. If you can't pay 18
percent, maybe vou can pay 8 percent,”
Iinkelstein says, adding, “It’s better
than nothing.”

The results of this recapitalization proc-
ess may resemble the Third World debt
crisis for the mezzanine investors, but not
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for the banks. “Usually, hopefully, we
have not lent in excess of your standar

five or six times multiples,” says a lend-
ing officer at Manufacturers Hanover
Trust Co., “so [ think there’s plenty of
cushion in that for the bank to get repaid.
It’s the layers underneath that will feel
the impact, anything from traditional
subordinated debt to preferred stock,
limited partners, pure equitv.” One by
one, each class of investor may see their
investment eaten up by debt payments.
Poor financing often forces buyers to sell
their holdings.

There is still substantial enthusiasm for
buying stations, but the ranks of poten-
tial buyers hd\e been thinned out be-
cause the junk-bond market has dried up.
A lending officer at Manufacturers Hano-
ver calls the recent bidding for two
Harte-Hanks stations in Jacksonville,
Fla., and Greensboro-High Point-Win-
ston-Salem “‘spirited.” But the only final
bidders were the large media conglomer-
ates, because others realized that the
deal would be very difficult to finance
without a significant amount of pure eq-
uity. The remaining buyers are still pre-
pared to pay plenty. The stations sold for
in excess of 17 times ca\'h flow. “I
wouldn’t call that a buyers’ market, and 1
wouldn’t say the purchasers at Gannett
were lacking eitherin experience or intel-
lect; thev’re sharp cookies,” savs the
banker.

rices aren’t at the record

levels of a few months ago,

but they aren’t bad from a

longer-term perspective.

Moreover, a rash of salesis

expected sooner rather
than later, Murphy says, because 1988 is
an election year. ‘“People aren’t sure
what the FCC is going to be like under
the new administration. If you have to
sell, vou're going to want to sell this year
as opposed tonext year, because the FCC
might get stickier.” Moreover, the con-
ventional wisdom suggests that a reces-
sion is due in 1989, and it’s best to get out
before ad sales sag.

With the wolf at the door and the clock
ticking, it may be time for the troubled to
sell, and Pappas says, “This is a window
of opportunity to buy stations at rela-
tively—relatively—good prices.” Murphy
is & much more enthusiastic bottom
fisher. “For someone like me,” he says,
“I think there are going to be some real
opportunities.” He and many others con-
tinue to think television is “a decent
growth business.” The simple lesson that
80 many people missed on their way into
the game, according to Kagan’s Arm-
brust, is that “you shouldn’t pay too
much for a station.” °
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WHoOwnNs

Do Groups
MalkeSense?

With the last wave of station consolidation over,
group owners are digesting their properties and
looking for ways to gain new tactical advantages.

by John F. Berry

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

s the rush to buy TV sta-

tions has ended, the ration-

ale for assembling station

groups is coming under

study. With steady 10 per-
cent plus ad growth—an assumption rou-
tinely made by new and expanding broad-
casters—no longer a given, and with
station sales slowing, consolidation pros-
pects have changed.

Station ownership still can be im-
mensely profitable, but perhaps not to
the wild extremes of the past. “It’s still a
wonderful cash business,” sayvs Peter
Lund, president of Multimedia Enter-
tainment. “The industry average is about
40 percent return on sales. There aren’t
many businesses like that.” But he
adds—echoing an industry-wide worry—
that while margins are high, competition
has cut sales. “Revenues aren’t growing
at 12 percent a year anymore. It’s more
like 7 or 8 percent—which isn’t too bad,
after all.”

Many executives wonder whether the
madcap rush to consolidate, following the
FCC’s 1985 “12-12-12” ruling, made
sense. Nobody wants to turn back the
clock, and most agree with Tom Buono,
president of Broadcast Investment Ana-
lysts, who says that “group ownership
certainly offers economies of scale in pur-
chasing equipment and programming.”
Group officials say the new economics
have put increased emphasis on manage-
Contributing editor John F. Berry last
wrote for Channels about Media Central.
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ment styles. There is an array of ap-
proaches, heightened by debt-service de-
mands for highly leveraged groups, and
many reasons for consolidation are get-
ting a new look.

Management: Most top executives
continue to follow a decentralization
strategy—giving autonomy to general
managers to decide everything from
news to programming. ‘“Managers are
important and I care about them,” says
Robert Price, president of New York-
based Price Communications. “1 don’t
like them all, but I would no more tell a
manager to hire an anchor than to hire my
mother.” Capital Cities/ABC takes a
laissez-faire attitude toward station man-
agers, the lean central-management
style that had been the signature of Cap
Cities’ Tom Murphy and Dan Burke.
“Each station clearly is a profit center,”
says Michael P. Mallardi, broadcasting
president. But at another extreme are
Rupert Murdoch’s seven Fox stations,
where the dream of a fourth network has
meant stringent station cost controls.

t Cap Cities/ABC, group

management is lean, with a

total of just seven employ-

ees—down from about 60

when ABC was independ-
ent. Cap Cities embraces a no-frills view
that produces glittering bottom lines, if
not necessarily exciting programs or
probing news. Not everyone is con-
vinced. A group executive says, “If they
spend anything on news, it’s a tabloid
‘Action News’ approach.”

But others, like Tribune and Cosmos
Broadcasting, a Liberty Corp. unit, fol-
low a more collegial approach. “The thing
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Broapcasting?
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I ask as a group is that we walk to-
gether,” says James Dowdle, Tribune
Broadcasting chief executive. Counter-
parts gather at least once a year, and are
regularly linked via phone. Cosmos, an
eight-station chain, seeks ‘“‘a sense of
team play,” suys chairman Mac Patton.
Once a year, Cosmos’ station managers
and six Cosmos officers gather at Pat-
ton’s farm for socializing and casual meet-
ings. General managers meet formally
three or four more times a year. News di-
rectors and general managers meet four
times a year with Audience Research and
Development consultants. This year, pro-
duction, programming and marketing
teams will meet for the first time.

Debt: Tribune and Fox, which bought
into Los Angeles and New York, are us-
ing debt to grow; Price has also been
among the nation’s most highly
leveraged firms. Affiliates, without big
program overhead, garner cash flows of
40 to 60 percent, while indies get 30 per-
cent. Even so, some groups have been
stretched. Price last year had a debt-to-
cash-flow ratio of about 20 to one—abaqut
13 times CBS and Gannett and almost
twice debt-heavy Turner Broadcasting.
Sources say Price’s ratio has been cut as
Price bought back obligations. Total debt
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gramming. “Our rule of
thumb is if a station
doesn’t want a program,
there’s no requirement
to take it,” says Al
Jerome, president of
NBC’s six 0&0s. “It’s
not economies of scale,
it’s effective local strate-
gies we look for.” But
some aggressive owners
claim victory over high
program prices through
corporate buys. “We
said we refuse to go
-— bankrupt to buy pro-
grams,” says TVX pres-
ident Tim MecDonald,
and both he and Dowdle
say prices are falling.
But James McGillen,
Lorimar’s TV sales
president, thinks that
the recent abstention by
Fox and Tribune could
prove costly. “KTLA
[Tribune] has bought a
show or two, but KTTV
[Fox] hasn’t bought in
two years—and KTTV

has been reduced from $400 million to
about $360 million, and the debt-to-cash-
flow ratio has been sliced. Price admits
that cash flow “barely” covers debt, and
says, “I'd rather be out of debt and soon
will be.”

Highly leveraged Fox, according to
former executives and others, pressures
its station managers. It comes from Mur-
doch through Fox chief executive Barry
Diller to Derk Zimmerman, Fox station
president. Zimmerman says debt has
been reduced, and adds, “the debt is not
an issue in running the stations.” But one
executive describes the Fox situation
this way: “Important decisions are made
by Murdoch and Diller, with Zimmerman
the messenger. Morale is low. There’s a
lack of communication about the strat-
egy.” Left in the dark, managers—whose
bonuses are based on ratings—believe
that through generally cheaper shows
and staff cuts, they are financing Fox’s
network. Some are quitting. A major pro-
grammer says: “‘I’'m not aware of a group
that imposes programming on the sta-
tions except Fox. It’s tough. You are a
station manager, in effect, financing the
Fox network at your expense.”

Economies of Scale: Most executives
say local markets demand tailored pro-

was one of the country’s
strongest stations,” he
says. “It’s a short-term
decision brought on by debt servicing. If
you’re Tribune and you paid $500 million
for KTLA and the business goes south,
there are two things you can cut: people
and programs. To avoid serious trouble,
they’re going to have to get back in the
market.”

any groups use leverage
in program talks. A ma-
jor group executive ex-
plains: “We want Mag-
num. We say, ‘Either
you make a group buy with us or none of
our stations will buy it.” That may or may
not be an antitrust violation. We’re ac-
cused of anti-competitive behavior be-
cause we make group buys.” Recently,
some small groups have accused big ones
of unfairly using market clout to snag pro-
grams. Camelia City Broadcasting has
accused the larger Tribune Co. of using
access to big-city markets to leverage
buys for Denver and smaller markets.
The suit claims “Tribune is leveraging al-
leged buying power in Chicago, New
York and Los Angeles,” says a lawyer in
the case. Tribune Co. denies the charge.
Joel Chaseman, chairman of Post-
Newsweek, which owns four stations,
sees problems: “If you do it too often,

WwWWW.americanradiohistorv.com

chances are you're dropping out on low-
end stations and you’re liable to be at-
tacked by your competitors for ganging
up on them.” And negotiating with
groups is much tougher and takes far
longer. “Inthe old days—maybe a year or
two ago—groups bought New York, L.A.
and Chicago and, for the most part, the
rest were almost thrown in,” says McGil-
len. “Major markets are so competitive
and groups so cost-conscious that they’re
taking a second look.” Size doesn’t neces-
sarily vield economies, admits McDonald,
noting TVX only does group buys with
station input. TVX recently bought Mun-
sters Today for all stations, but Camp
California for just six stations.

osmos’ Mac Patton sees other

economies of scale, noting that

Cosmos recently bought com-

puters for all its stations and

enjoyed discounts; it also saves
when acquiring services like those of na-
tional rep and consulting firms. And with
Cosmos owning six NBC affiliates, he
says, “It helps in dealing with the net-
work.” Dowdle says Tribune has econo-
mies of scale in traffic, sales, engineering
and equipment purchases.

Scale has also allowed Tribune to create
affiliated ventures to support its stations.
These include Teletrib, a barter-sales
joint venture with Telerep, and Tribune
Entertainment, which produces and/or
distributes programs such as Geraldo
and At the Movies.

News: Most experts sce little change
in news. Like many indies, TVX focuses
on entertainment and produces a half
hour of news only in the major markets of
Philadelphia and Miami. Other markets
get two-minute news reports during
breaks. Price, a former politico, reulizes
the importance of news. “Network news
is critical in every market,” he says. He
claims that his company’s debt burden
doesn’t affect local coverage. “We broad-
cast more local news in all our markets
than our competitors,” he says. “We
have an obligation to air news, but news
attracts viewers. Cosby’s great, but peo-
ple want to see local news.”

Groups can bring added news re-
sources. The NBC 0&Os have a shared
Washington reporter, Steve Handels-
man, who closes reports with local call let-
ters. Post-Newsweek has a full Washing-
ton bureau, complete with bureau chief,
reporters, technicians and a critic. It also
has a documentary unit based in Jackson-
ville, which has produced award-winning
reports for Post-Newsweek and other
stations. °
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THE 20 LARGEST STATION GROUPS (by Coverage)

STATION cr AFFILIATION  STATION
{MARKET RANK] RANK (b}

Capital Cities/ABC  Coverage [al: 24.20% '87 revenues: 703.5 million

cmcmo&a)
FRESNO 6 )]
HOUSTON (10

LOS ANGELES (2)

NEW YORK {1
PHILADELPHIA [4)
RALEIGH-DURHAM (36)
SAN FRANCISCO (5)

NBC (General Electric) Coverage: 22.32 ‘87 rev.: 714
{revenues include radio stotion revenues)
CHlCAGO EZS

CLEVELAN
AN EL

IAAINEY N )
DENVER (19)
MIAMI (14)

WIVI
Fax Television Coverage: 19.38 '87 rev.: 451
{revenues include Fox network revenues)
Q

WFLD-TV  CHICAGO (3)
KDAF-TV DALLA%
KRIV.TV HOUST

KTTV.TV oSy
WNYW.TV  NEW YORK (1)
WTTG-TV. WASHINGTON (9)
WEXTTV sosro )

€8S Covirage 87 tev.: 373.1

WBBM-TV CHICAGO{ )
LOS ANGELES (2)

P AR X(A)

AILANTA (12
CHICAGO (3
DENVER [13)

[0S ANGEL sgze
NEW ORLEANS (33)
NEW YORK (1)

Home Shopping Network Coverage: 18.25 87 rev.: 575
{revenuves include coble revenues}

CHICAGO (3)
NEWARK é]
BALTIVORE 122
NEW YO x
PHlLADELP 4)

HOUS
LOSANGEL 0 2)
DALLAS (8

CLEVELAND (1)
Taea (13)
BOSTON {§)
Gillett Holdings Covcra% 13.08° '87rev.: 420%
(Busse Broadcast, SCI Tel

control. Figures do not include revenues of WIVT/Tanpa )

G|I|eﬁ Holdlngs
TAMPA

BALTIM g?j
ASHVILL
ROCHESTER [

SALINAS (11 g

SAN LUIS OBISPO (114}
Busse Broadcast
KOKH-TV OKLAHOMA CITY (37}
KALAMAZOO g3)8)

WEAU-TV LA CROSSé/ELU CLAIRE (135)
SCl Television

ATLANTA T?)

BOSTON 3

CLEVELAN (m

DETROIT (7

MILWAUKEE (30
SAN DIEGO( &)

¢:10.70 87 rev.: 200

LOS ANGELES { ?
MINNEAPOLIS( 5)
PH OE

AN FRARCIC (J)

Gannett Coverage: 9.86 '87 rev.: 386

ATLANTA(12)
BOSTON

MINKEAPGLS (15
BB O CITY 237)

WASHING[TOLJ 9

NOTES: +fe  “Estimote of Paul Kagan Associates  3Mk Ratings below meosurable levels
‘87 Sources: Morgan Stanley, Chonnels

{RATING/SHARE}

10126)
7121

evision) (revenves a1ccoverage include SCI Television, of
which Gillett s a 50% owner ond Busse Broodcast, a rust over which Gillett has no manageriol

STATION

KVUE-TV
WEMY.TV
WTLV-TV

Westinghouse Broadcasting Coverage: 9.66 '87 rev.: 637

cry AFFILIATION ~ STATION  (RATING/SHARE)
{MARKET RANK) RANK (b}
AUSTIN{73) ABC 7 6/20)

GREENSBORO (50) CBS 1 210/30)
JACKSONVILLE59) 515)

{revenues jnclude rodio stotion revenves)

BALTIMORE (22)
BOSTON (6
PHILADELPHIA (4

PITTSBURGHéT
SAN FRANCI

Ao 2232

DETROIT 7L

OAKLAND [5)
PITTSBURGH (17)
ST, LOUIS(STB}
ORLANDO (27}

Hallmark Cards Coverage: 8.9 '88rev.: 75°
{revenues include 1988 estimates)

KFTV-TV FRESNO 62% SIN 4

KMEX-TV LOS ANGELES (2) SIN 5

Y o b

KWEX-TV SAN ANTOT\SIE)(&AB) SIN 4+

KDTV SAN FRANCISC SIN NA

Telemundo Group Coverage: 8.35  '87 rev.: NA

T e r
- +

WSCV-TV FORT LAUDER[SALE (16) IND 5+ LT/?

WKAQ-TV SAN A IND NA A

KSTS S JOSE IND NA NA

WWOR-TV

NEW YORK (1)

TVX Broadgast Group Coverage: 7.60 '87 rev.: 130

KJTM TV
NOL-TV

KRRT-TV

Scripps-Howard Coverage: 7,60 '86rev.: 192
{’8; revenues unovoilable by 2/88)

Hearst Covuraqe. 6.81 ‘Bbrev.: 232
{87 revenues unavailable) |

PINEBLLT 57
NEW ORLEANS (33)
RALEIGH (36)
NASHVILLE (31)
MEMPHIS 4
NORFOLK 4
WASHINGTON (9)
PHILADELPHIAgA)
FORT WORTH
HOUSTON(]O
smmr&mo(m

CINCINNATI (29
CLEVELAND
KANSASCITY (28
MEMPHI

PHOENIX %
Wesr PAL}A BEACH (54)

DETROIT
TMPA(T)

BALTIMORE (21)
BOSTON {6
KANSAS CI
MILWADKEE ,j

PITTSBURGH

DALLAS(S
HOUSION (10
SACRAMEN 0(21)
it (53)

CLEVELAND o)
FORT WORTH (§)
HOUSION (10
MILWAUKE (30)
TACOMA(

BIRMINGHAM gﬂ) 9127
CINCINNAT| (2

KANSASCITY (23)
PHOENIXI2 0&
ST. PETERSBURG (14)

2
2
)
1
3

(o) Coverages based on A.C. Nielsen figures, UHF stotions count 50% {b} Rotings from A.C. Nielsen station index, Sun.-Sat., 7 A.M.-1 AM. os of Nov,
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AtHTV
we shoot stars.

HTV dramas are known worldwide for their
quality, strong storyline and — of course —
concentration on top international acting talent.
EDWARD WOODWARD, IAN CHARLESON
Stars of Codcename Kyril, a major new four-hour

Cold War spy thriller featuring spectacular action
sequences.

GLENDA JACKSON, JOSE FERRER

Stars of Strange Interlude, a major 3-part presen-
tation of the intriguing Eugene O’Neill classic.
TONY DANZA, DAVID McCALLUM

Stars of Wall of Tyranny. a moving two-hour story

of the love between an East and West Berliner in
August 1961.

ANTHONY ANDREWS, JANE SEYMOUR
Stars of The Woman He Loved, a lavish TV film

about the love of the Duke of Windsor for American
divorcee Wallis Simpson.

RICHARD HARRIS

Star of Maigret, a whodunnit to be shot in Paris,
featuring the celebrated French sleuth.

If you would like to hear more about worldwide
success HTV-style, please contact Sue Clark at MIP,
Stand 02.32/04.33. Telephone: 8289/8290.

HTV Limited, 99 Baker Street, London WIM 2A].
Telephone: 01-486 0662/431 1.

WWW americanradiohistorv com
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LINDA BLECK

ride has had a role in

pushing along the
state of the art in TV technol-
ogy—satisfying the producer
with image and sound quality
equal to his work, giving tech
crew members a tape they
want their names on. Econ-
omy and convenience also
have mattered. All the while,
broadcasters’ strongest moti-
vation has been the drive to
match the competition.

These factors are all at work
in the NEAR-TERM future, as
managers draw up their hard-
ware shopping lists and shop
the exhibit floor at NAB. At
right, BM/E magazine senior
editor Eva Blinder details five
technologies that are ready for
consideration.

For the MEDIUM TERM, over
the next five years or so, it’s
the challenge of staying com-
petitive that has raised the
stakes, and the urgency, in the
transition to high-definition
video. Channels senior editor
Steve Behrens sketches a
speculative high-def scenario.

Likewise, over the LONG
TERM, technology may lead TV
away from its roots, posing
great opportunities as well as
risks for today’s players.
Channels senior editor J. Max
Robins reports on the view
from MIT’s controversial
Media Lab futurists.

NEAR-TERM

Tech Decisions

Onthe
Station Agenda,

racking the changes in televi-
sion technology can be ardu-
ous and confusing. Amid the
many prototvpes and new
products at a typical NAB show, it’s
anyone’s guess which will become the
station workhorse of tomorrow.

Some technologies have come out of
the blue-sky stage, however, and are
ready for management to consider
adopting. That’s true of the five
described here—the hardware is
either available now or will be shipped
by year’s end.

-

® Digital video, in one device or
another, has been popping up in televi-
sion plants over the last five years or
so. Now, for the first time, broadcast
managers have the option to buy a
practical digital videotape recorder.
By the end of this year, Ampex will be
selling a digital cartridge player
(ACR-225) and shipping a studio
recorder (VPR-300)—both following
the newly proposed D-2 standard. It’s
not the first kind of digital VTR to hit
the market, but it’s the one that will
interest most broadcasters.

Last year Sony began delivering
what was then the only digital video-
tape recorder on the market: the
DVR-1000, which conforms to the

|

Eva J. Blinder is senior editor of ‘

Broadeast Management/Engineering.

WWW americanradiohistorv com

Socicty of Motion Picture and Televi-
sion Engineers (SMPTE) D-1 stand-
ard for component digital recording.
Most purchasers have been high-end
postproduction and graphics houses.
Many broadcasters believe that for
TV stations, D-1’s high quality is over-
kill—and expensive overkill at that.
Enter D-2. Ampex’s announcement
of a composite digital tape recording
format in the fall of 1986 upset many in
the engineering community, since it

B

seemingly dashed the hopes that D-1
would become the format for virtually
all video recording. Once the feathers
settled, however, many, including
Sony, conceded that Ampex does
indeed have a point.

Both formats record the video signal
in true digital form—a series of “‘on”
or “off”” pulses. And since each bit of
information can only be on or off,
never in between, digital recordings
resist the generational loss that
plagues analog tapes, and keep the
original high quality throughout
postproduction.

The two digital formats differ, how-
ever, in the same way that the older
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Here’s a far out way

and a down to earth

Introducing the Cycle Sat
Satellite Courier System.

With the dramatic increase in the number of
spot commercials and the revenues they generate,
your television station faces a critical need for a
dependable, fast, accurate system for receiving
network quality spots and traffic instructions
on time.

Any commercials OR traffic instructions that
are misplaced or damaged due to land or air
courier error can mean financial loss to your sta-
tion or the inconvenience of ‘make-goods.”

Now there's the Cycle Sat Satellite Courier Sys-
tem. Cycle Sat can provide Fou with network
quality spots AND traffic information — including
uphdates in a timely fashion, allowing you more
scheduling time. Changes in trafficking can now
be instantaneous instead of late or lost.

Cyclecypher downlinks fast!

Cycle Sat's proprietary Cycleczylphel@, when
installed in your station, is capable of automati-
cally recording only those spot commercials

(8] )=

9)

SYCLE AL CYCLECYPHE®

CYOLL SAT, INC A SUBSIDIAWY OF WINNE Q2 €00 INOEY 11015, 1N

www americanradiohistorv. com



todeliver TV SpOts...

way to receive them.

See us at the NAB SHOW,
intended for your station. What's more, they may April 9-12/Las Vegas Booths 5433 and 2629
be recorded in off-peak time periods. (With GE American Communications)

With reception of either Ku-band or C-band,
our ncithly transmission schedules reduce your
recording equipment conflicts by allowing you to
receive all scheduled commercials during a single
feed. By the use of the Cyclecypher system, you can
reduce operation time and store commercials in \ y

just 25% of the space required to store a similar
number by conventional means.

The Cycle Sat Package. CYCLE:SAT
When you si%n-up tor the Cycle Sat Satellite SATELLITE COURIERS
Courier, you will receive the Cycle Sat package,

which includes: a Cyclecypher, Ku-band/C-band DELIVERS CLEAR SOLUTIONS

satellite data decoder/receiver, a high-speed Cycle
Sat printer, a remote record indicator, two inter-

face cable packs, and $100 to help cover your A subsidiary of Winnebago Industries Inc.
installation costs. 119 Willowglen Drive
For consistent clear picture quality, reliability, Forest City, lowa 50436
timely delivery and scﬁeduling of spot TV, cal
toll-free 1-800-622-1865. Offices in Los Angeles, Chicago and New York

WWW.americanradiohistorv.com



analog videotape formats, including one-
inch Type C, differ from the newer, half-
inch Betacam and M-1I formats: D-2’s sig-
nal is recorded in composite form, like
most analog tapes, while D-1’s signal is in
component form, like the new half-inch
formats. A component format keeps the
three basic signal elements (generally
luminance and two color-difference sig-
nals) on separate channels all along the
signal path. A composite format, on the
other hand, encodes these three channels
into one signal that travels on a single
wire.

Component signals are inherently
cleaner than composite since the signal
components are kept separate through-
out the signal path. But they are more dif-
ficult to integrate into an existing plant
because the signal that once traveled on a
single wire now requires three. And the
equipment costs about twice as much as
Type C.

Digital composite equipment, however,
is expected to be priced “competitively”
with high-end Type C recorders. Because
of its composite nature, it can be plugged
in as a digital “island” in an otherwise
analog plant. The VPR-300, which will be
introduced at NAB this month, will have
features at least equal to Type C re-
corders and its recordings will be
higher quality, both in the first and later
generations. The tape carries two digital
audio channels.

It may be too early to predict how fully
broadecasters will accept D-2. It won’t
pose a threat to D-1, which will continue
to be the premier format for high-end
applications. But with its excellent video
quality and more reasonable price, D-2
may become the new station workhorse.
Both Ampex and Sony predict D-2 will
supplant Type C in broadcast facilities
within a decade. With machines slated for
delivery late this year, the time to start
thinking about digital is now.

C_C,Déamérqs_ :

® Remember when radios had tubes?
Vacuum tubes in myriad shapes and sizes
were the muainstay of electronics until
transistors arrived in the 1960s. Sud-
denly the radio that sat so imposingly on
the mantle shrank to fit a teenager’s
palm. Most studio cameras today are
packed with chips as well, but still use
vacuum tubes to translate images into
electrical pulse. For years the transistor
revolution bypassed imaging technology.

Until recently, that is. An imaging chip
called the charge-coupled device (CCD)is
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Cameras with
CCD chips excel with
moving images,
use less power than
tube cameras and
weigh less, too.

finding its way into broadeast-quality
cameras. The chips have been used for
many years in low-end applications such
as surveillance because of their small
size, low power usage and minimal main-
tenance needs, but they’ve only recently
attained broadcast quality.

The CCD’s biggest disadvantage, com-
pared with tubes, is its poorer resolution.
A quick look at the chip’s structure
explains why. Its tiny light-sensitive sur-
face is divided into a fine grid in which
each square is either “on” or “off’—
exposed to light or not. The grid’s coarse-
ness limits the chip’s resolution.

A tube, on the other hand, has an undi-
vided light-sensitive coating, theoreti-
cally allowing unlimited resolution. (In
practice, many factors limit tubes’ resolu-
tion, including the fineness of particles in
the coating.)

WWW.americanradiohistorv.com

But CCDs have their own strong €
points: They’re almost maintenance-free &
and never go out of registration, as tubes =
do. They last as long as the camera does §
and never need replacing. They use less =
power and weigh less, allowing an ENG
operator to shoot longer before recharg-
ing batteries, while keeping him out of
the chiropractor’s office.

CCDs have performance advantages as
well. Though their static resolution—how
well they handle detail in still images—is
not up to that of tubes, they excel in
dynamic resolution. Moving images, such
as a football pass, are crisp, without the
blur registered by tube cameras. And,
unlike tubes, they are not susceptible to
“burn-in” from strong light sources, the
“smear”’ effect common in night scenes or
other unwanted image retention,

These benefits are making CCD cam-
eras attractive to stations replacing old
ENG cameras. The technology is proven,
the pluses and minuses well understood.
Manufacturers are only beginning to
make CCD studio cameras (BTS is intro-
duecing a mid-range model at NAB). But
for those buying ENG cameras this year,
CCDs may be the way to go.
|

g ol

® Anyone who's been following develop-
ments in television hus noticed the
upsurge in interest in audio. While engi-
neers and managers alike have long
pushed for high-quality video, audio has
remained TV’s shabby stepsister. Until
recently, this was understandable: After
all, no matter how great the original
sound, it came out of that same little
three-inch speaker.

This attitude is quickly giving way,
spurred in large part by the advent of
stereo TV sound, but also by consumers’
rising expectations. The spread of com-
pact dises (CDs) and hi-fi VCRs in the
home is pressing broadcasters to provide
audio matching that classy picture.

Not every TV station needs a full-
fledged digital audio production suite, but
those that want the cleanest sound can
now choose from a growing array of hard-
ware. Unlike digital video, which is still in
its infancy, digital audio technology is
already well-established. High-end,
open-reel digital audio recorders have
been sold for several years by such
makers as Sony, Studer, Mitsubishi and
Otari. These machines have all the fea-
tures needed for production work, includ-
ing time code generators and synch capa-
bilities for integrating audio with



videotape in postproduction.

Digital audio tape (DAT) recorders
using cassettes are on the horizon, too—
though their arrival in stations has been
delayed by the record industry’s lobby-
ing campaign against importation of con-
sumer models. Sony’s recently exhibited
portable R-DAT recorder promises two
hours of recording time, along with time
code capability, for a relatively low price
near $7,000.

Compact disc players, now as common
in radio stations as they are in the home,
can directly replace vinyl discs and (in
some applications) cart players, provid-
ing high-quality audio for TV produc-
tions. Some new CD players offer sophis-
ticated control options and can be cued
from an audio mixer.

The most innovative of the digital-audio
options are computer-based workstations
that record digital audio on computers’
floppy or hard discs. Computer dises usu-
ally can store only a minute or so of video,
but most digital audio workstations hold
an hour or more of high-quality audio.
(One Mitsubishi model can be expanded
to store as much as 28 hours of digital
sound.)

Immense storage capacity is only one
talent of the audio workstations. Various
models offer great capabilities in record-
ing, synthesizing, editing and manipulat-
ing sound, all fully digital. Workstations
such as the Synclavier from New Eng-
land Digital are designed especially for
composing and performing; others, like
the Compusonics DSP 1500 and the Otari
Audio File, are designed for on-air spot

® New animation software that runs on
commonplace personal computers has
brought three-dimensional animation
within range of TV stations’ budgets.

For years 3-D animation was prohibi-
tively expensive, and even today the
most advanced video animation remains
the province of talented programmers
working on powerful supercomputers.
But systems now on the market are
designed to be operated by artists, not
computer experts, and many are well
within the financial reach of stations in
mid-sized and large markets. Indepen-
dent graphics production houses are
using these more affordable systems to
bring down the price of animated logos
and promos.

Advances in animation have come in
two general areas: modeling capabilities

and rendering speed. Modeling is the first
stage in animation work, in which the art-
ist creates the 3-D object or objects that
will make up the final piece. In many sys-
tems, a menu-driven interface insulates
the user from the mathematical formulas
that generate the visuals and move them
on screen. Objects usually appear ini-
tially in skeletal ““wire frame” form. Then
the system smooths out the edges, adds
surface colors and textures, reflections,
highlights and shadows.

In the second stage of animation, the
image is rendered on videotape, frame by
frame—typically the slowest part of ani-
mation. Rendering a few seconds of com-
plex animation can take weeks, even
when using a powerful computer. Some
manufacturers speed the process by dedi-
cating a separate computer to the job of
rendering. For example, Cubicomp,

N

Computer Animation

Instead of having
an operator on each
camera for a
news show, one person
can run several
robot cameras.

Robot Cameras

WwWW.americanradiohistorv.com

which pioneered the PC-based 3-D video
business several years ago, is now offer-
ing an optional rendering machine. At the
high end, dedicated rendering computers
like the Pixar work 50 times faster than
conventional workstations.

_ ﬁaﬁo_fihm_eras

® Picture the TV studio of the future.
The director sits, calm and relaxed,
before a streamlined console, with the
ability to activate graphics, chromakey
and tape machines at the push of a mem-
brane switch—and to send robot-con-
trolled cameras gliding smoothly through
complex shots.

It’s unlikely that computer images
descended from Max Headroom will ever
replace human newscasters. But the
robotic camera, far from being a futur-
ist’s pipe dream, is a working reality
today in NBC studios and at a number of
stations. An outgrowth of remote pan/tilt
systems developed for sports coverage,
computerized camera control can virtu-
ally eliminate the need for camera opera-
tors in the news studio.

Robotic camera systems take advan-
tage of the fact that a studio program
with a standardized format—such as the
evening news—requires relatively few,
often-repeated camera moves. Instead of
having an operator for each camera per-
form those pans, tilts and zooms, a techni-
cian can preprogram the computer for
them and later use a touchscreen to select
the appropriate moves for several cam-
eras. The system can also “learn” com-
plex and lengthy moves from a human
operator—moves that then become part
of its repertoire.

“It provides all the functions that were
available to a news director with people,
with more finesse and a constant labor
rate,” says Bob Gonnelli, president of
TSM, the Valley Cottage, N.Y., manufac-
turer of the MultiController system,
which controls several cameras at once.
(Other companies offering such systems
include Vinten, EPO and Telemetrics.)

Obviously, such asystemisn’t for every
station. Union contracts may pose diffi-
culties in some areas, although Gonnelli
says the system has met with little resis-
tance in stations where it has been
installed, including KCRA in Sacra-
mento, Calif.; WRC in Washington and
WJAR in Providence, R.1., have systems
on order. It’s an intriguing possibility,
promising enhanced precision and allow-
ing technicians to be reallocated to more
productive tasks. )

CHANNELS / APRIL 1988 53



— TECHNOLOGY |

The View from '88

MEDIUM-TERM

Passage to ngh—Def

wo or three vears ago high-defi-

nition TV was one of those inevi-

table but far-off things the indus-

try left to its engineers and
futurists. Now a tekkie debate is becom-
ing a major strategic issue.

Inanideal world, the transition to high-
def would move as smoothly as the adop-
tion of “‘compatible color” in the 1950s:
Clever engineering let old sets receive
broadeasts in black and white while new
color sets got red, green and blue as well.

But TV history isn’t likely to repeat itself

with high-def. Here’s a scenario that
starts with facts and ventures deeper
into speculation beyond 1988. More cata-

® Production hardware like that used
for these two high-def projects is exhib-
ited again at the NAB conference in Las
Vegas, but what fascinates station man-
agersare demos of fransmission systems
that put their stations in the high-def
game. They’re impressed by an actual
broadcast using MUSE, the first operat-
ing high-def transmission system, but
they lay their hopes on systems that use

A Speculative Timeline into the '90s

N €

CBS shoots first U.S.
high-def TV program.

Rival HDTV transmission
|systems shown at NAB.

1988

FALL

Vi P >

ER FAL

Industry volunteers start
HDTV broadcast-system tests.

Cable announces plans for
premium high-def service.
:

]1989

|
NHK démonstrates high-def
with coverage of Olympics.

Subcommittee lays out

FCC fact-finding process.

Advisory panel gives FCC
options Zo

A new domino theory is making the
rounds: What if the new Super VHS
VCR—the latest upgrade from Japan,
which showed up in stores late last year—
puts to shame the pictures people can get
from payv cable? The thought alarms
HBO, among other cable partisans. And
what if cable leapfrogs over home video,
adopting high-def technology that out-
classes both VCRs and broadcasters?
This gives broadcasters a brand-new
cause for unease.

They didn’t have far to look for a
medium that had withered after losing
the technological edge: AM radio. Would
broadecast TV lose upscale “early adop-
ters,” and its ability to compete"
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strophic ones are making the rounds.

April 1988. In Atlanta CBS wraps
shooting Innocent Victims, the country’s
first TV movie recorded on HD'TV video-
tape. Just weeks before, the Canadian
Broadcasting Corp. debuted its minise-
ries, Chasing Rainbows, which was also
taped using the Japanese 1,125-line high-
det format that’s heading toward
endorsement by the Society of Motion
Picture and Television Engineers as an
industry standard.

In Toronto, the co-producer of Chasing
Rainbows, Northernlight & Picture
Corp., continues planning with MGM/UA
and the Walt Disney Co. for a high-def
special effects house based in Toronto.

WWW.americanradiohistorv.com

less bandwidth just now coming out of the
labs. With incompatible MUSE, a broad-
caster would need two-and-a-half chan-
nels to reach both new sets and old.

The same lab that invented MUSE,
Japan’s NHK, shows simulated pictures
from a new, more feasible system: com-
patible NTSC/MUSE-6. Like the ACTV
system announced last fall by the David
Sarnoff’ Research Center and NBC, it’s
able to reach both new and old sets in a
single 6 MHz channel. But crities say both
are merely “enhanced TV,” not high-def.

Huardware exhibits from ex-CBS inven-
tor William Glenn and from North Ameri-
can Philips represent the next step up—
svstems that promise pictures ap-

r HDTV broadcasting.



proaching or exceeding MUSE quality
but requiring augmentation channels.
They’d need one-and-a-half or two chan-
nels to reach both new and old sets. Also
in the news is the dream system—no
hardware yet—from former Apple Com-
puter engineer Richard Iredale, which
would put out a compatible HDTV pic-
ture in just one channel.

May 1988. A subcommittee led by
CBS v.p. Joe Flaherty works overtime to
lay out the task ahead of the FCC’s blue-
ribbon Advisory Committee on Ad-
vanced Television Service. Major im-
pression: So much research to do, so
many trade-offs to weigh, before the FCC
sets a standard.

that would yield full high-def, will soon be
simulated in the lab.

® In Japan, NHK begins selling high-
def to the public with MUSE transmis-
sions from the Seoul Olympics to dozens
of wide-screen sets around the islands.
Like NHK's scheduled MUSE service,
which begins in two years, these demos
are aired by direct broadcast satellite.
Americans visiting Tokyo get an eyeful.

September 1988. Instead of invest-
ing billions in Star Wars, Europe’s
multinational Eureka project has been
developing an array of native high-tech
projects, including HDTV. At the Inter-
national Broadcasting Convention in
Brighton, U.K., Eureka displays its alter-

|

monitors, DBS receivers, disc players
and home VCRs for the Japanese market.
Export is imminent. Hubbard Broadcast-
ing president and CEOQ Stan Hubbard
nearly incites a lynch mob at NAB by
announcing that next year one of the
eight channels of his long-planned DBS
service will use the MUSE system.

NCTA'’s convention in Dallas is like-
wise afire with speculation about high-
def. HBO has been gathering support for
simulcasting in high-def, using a variant
of MUSE. The picture is great—much
better than from Super VHS. Keeping
ahead of home video is HBO’s main objec-
tive. Leaving broadcasters in the dust is
just a bonus.

SUMMER

FALL WINTER

NHK begins high-def service in
Japan using DBS satellite.

Cable launches limited
IHDTV service in U.S.

SPRING

SUMMER FALL

WINTER

SPRING SUMMER

FCC sets standard for
high-def broadcasts.

1991

______ World body endorses several HDTV

production standards, not one.

1992

FALL

High-def broadcasting begins

with 1992 Olympics.

Traditionally the formidable RCA and
CBS labs would have developed and
tested the systems, but one lacks full cor-
porate backing and the other is gone.
Instead, industry groups pass the hat to
raise testing funds. In Washington, engi-
neers working with the industry’s
Advanced Television Systems Commit-
tee (ATSC) are testing how well extra-
wide channels work in the UHF and
higher bands.

Summer 1988. North American Phil-
ips demonstrates its two-channel system,
for the first time showing its full resolu-
tion. Sarnoff shows off actual ACTV hard-
ware and announces that the system’s
second phase, an optional second channel

|

|

native to the Japanese high-def produc-
tion standard.

Early 1989. In Washington, channel
experiments wind down as engineers pre-
pare to test equipment from Glenn,
NHK, Sarnoff and Philips. Each system
will be tested in the lab, then over the air
and on cable, and finally will face one
more trial: viewer perception.

Spring 1989. NAB returns to Las
Vegas, exhibiting even more HDTV
gear, but the hardware that most con-
cerns the broadcasters is for consumers,
not pros. Within a year, or little more,
Japan begins high-def broadcasting by
satellite. Manufacturers there are gear-
ing up production of 1,125-line MUSE

WWW.americanradiohistorv.com
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Late 1989. After two years’ work, the
FCC’s blue-ribbon committee lists three
high-def options. Chairman Richard
Wiley maintains that the commission
should make the final public-interest
judgment. Eighteen members of commit-
tees and subcommittees attach angry dis-
sents. CBS’s Rupert Stow was right
when he predicted last year: “It will be a
bloodbath, I assure vou.”

In weighing options, everyone gives
different import to technical quality,
national origin and expediency under
pressure from oncoming high-def compet-
itors. Many favor one of the compatible
systems that fitin a standard 6 MHz chan-
nel, since there wouldn’t be enough usa-
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ble bandwidth for the FCC to give aug-
mentation channels to every station.
MSOs say they wouldn’t carry them.
Minority groups claim the moral right to
any new channels. Faced with making a
standards decision, two commissioners
become clinically depressed and resign.
The White House can find replacements
only by promising them ambassadorships
in major capitals.

1990. The public is developing a taste
for sharper TV pictures. Super VHS
video recorders, once priced above
$1,000, are selling for as little as $500. But
studios don’t bother issuing full movie
libraries in Super VHS. They know it’s
only briefly the premium format. Japan'’s
1,125-line VCRs are on the way.

® The quadrennial assembly of the
world standard-setting body, CCIR,
resumes considering a high-def produc-
tion standard—left unresolved at its 1986
meeting at Dubrovnik. Instead of one
worldwide standard, the assembly
endorses two or three, including one
invented in Europe’s Eureka project. No
hopes remain for a single transmission
standard.

But there’s not much reason to lean
heavily on such hopes anymore, thanks to
chip technology. The 1,125-line sets made
for NHK’s regular high-def service in
Japan contain “smart” circuitry that also
receives standard 525-line signals. The
sets can be adapted to show 1,050-line pic-
tures, if the Americans prefer.

e The first few cable systems launch
HBO and other premium high-def chan-
nels. MSOs that rebuilt with surplus
channel capacity are glad they did.
Despite high prices, high-def sets and
VCRs begin selling beyond the
videophile elite. Hyundai unveils its new
TV slogan: “Let’s all get Hi!”

1991. Philips and Sony disclose a year-
old secret pact to develop a U.S. broad-
cast standard. They’re ready with chips
that compress a compatible, quasi-high-
def picture into a standard channel. The
Dutch and Japanese companies pledge to
make most sets in the U.S., where labor
costs are lower anyway. The FCC grate-
fully rushes to back the system.

1992. CBS inaugurates occasional
high-def broadcasts, followed by NBC
and the Paramount network. Two years
after high-def came to cable, and four
years after NHK’s high-def aired via sat-
ellite from Seoul, most of the world’s
high-def crews converge on Barcelona for
HBO-CBS-NHK coverage of the '92 Sum-
mer Olympics. °
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The Media Lab’s vision takes to the screen in a recent Peter Gabriel music video.

Liaive From M 1T
Test'Tube 'V

ndy Lippman gyrates
around his office, riffing on
television’s future. The
lanky, peripatetic instruc-
tor is one of the Massachusetts Insti-
tute of Technology’s Media Labora-
tory TV mavens. One minute he’s in
front of a huge abstract painting by his
mother that occupies one office wall,
pontificating on the need to think ex-
pansively about television. In full-tilt
lecture mode, he pirouettes to the
whiteboard on an adjacent wall,
grease pencil in hand, and draws over-
lapping circles, writing a word inside
each: “Broadeasting,” “Cable,”
“Film,” “Computers.”
The key link in these interlocking

WWW.americanradiohistorv.com

circles is the computer—to omit it
from the mix would short-circuit the
future of television, according to the
Media Lab party line.

“Because computers have process-
ing and storage, they can bring a level
of personalization to television,” says
Lippman, crouching like a cat on his
chair, preparing to pounce on a pet
concept. ‘“Envision your TV set
watching TV during the day, and
when you come home handing you a
cassette and saying, ‘Here’s 45 min-
utes of news that I’ve culled during
the day that I know you’d like to see.” ”

This personalized medium under de-
velopment at the Media Lab would re-
arrange the TV industry infrastruc-
ture and, perhaps, put new people and
companies in charge. What threatens
the industry’s current powers is the
integration of all species of communi-
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cations technology, from compact discs
for storage to optical-fiber cable for
transmission.

“The networks have some serious
concerns,” says the Lab’s director, Ni-
cholas Negroponte. ‘“The biggest one is
the almost total disappearance of real-
time TV programming [because of time-
shifting with VCRs], save for elections
and sporting events. That represents a
fundamental change. What the net-
works can do is start making reasonable
partnerships, with the telephone com-
panies and other information providers.
The timing is right.”

Negroponte’s analysis is no sur-
prise—to his colleagues at the Lab, dis-
course on the convergence of communi-
cations technology is a mantra. The
Lab, now three years old, was con-
ceived with the idea that all media tech-
nology—television, film, recordings,
telephones, newspapers, magazines and
books—were coming together, thanks
to the computer, and it was time to re-
search what all this cross-pollination
might spawn. More than 40 corpora-
tions—including NBC, ABC, Columbia,
Paramount, Warner Bros. and HBO—
bought the idea and provided funding.

nside theslick, I. M. Pei-designed

facility in Cambridge, Mass., 12

areas of study, from “advanced

television,” and “electronic pub-
lishing’’ to ‘‘human-machine inter-
face”—once spread all over campus—
are intermingled. In the Lab’s
basement, researchers work to develop
the largest hologram in the world. In
the “terminal garden,” an electronic
playground of computers, obsessed
hackers are teaching machines to think.
Nearby, a TV monitor produces a pic-
ture with 2,000 lines of resolution.

The way these and other technologies
under development there crossbreed
may well determine the nature of 21st-
century television. “The Media Lab is
one of the few places, at the educational
level, where advanced television is be-
ing studied,” says Max Berry, ABC’s
vice president/broadcast engineering.
“When you think of advanced televi-
sion, MIT is the place keeping that con-
cept alive in this country.”

When Media Lab savants think about
advanced TV, they see a TV set with
“open architecture.” It’s a hardware
philosophy, borrowed from personal
computers, that allows a device to grow
with each technological advance. If

someone develops a technique to en-
hance picture or sound, for example,
TV-set owners would only have to in-
sert an appropriate microchip—they
wouldn’t have to buy a new set to enjoy
each new innovation.

There’s evidence that the concept
may catch on. “When you talk about im-
proving television, you’ve got to con-
sider the receiver—I'm glad [the Media
Lab] is looking in that direction,” says
Tom Keller, chief scientist of NAB.
“One thing I'm pressing for is room in
the system for extendability. To make
television better in the future, you've
got to have [some intelligence] inside
the receiver to talk to.”

pen-architecture television is

the brainchild of William

Schreiber, director of the

Lab’s Advanced Television
Research Project (ATRP). A respected
electrical engineer, Schreiber is an elfin
man with a shock of white hair whose
ideas spill forth in a voice that’s pure
Brooklyn. He sits at his desk munching
peanuts, railing against the system of
high-definition television developed by
the Japanese public broadcast company
NHK. “Old technology,” he sniffs. “I
think the Japanese system is bad on
every level.” Under his leadership,
ATRP has explored ways to improve
the picture greatly within the 6-MHz
broadcast channel instead of requiring
additional bandwidth, as the Japanese

-“ S A

system does. ‘“We've proposed our own
system,” says Schreiber. “An impor-
tant concept of it is the receiver—if you
were to open it up, it would look a lot
like a computer.”

Lately Schreiber has been at odds
with Joseph Flaherty, CBS’s v.p./gen-
eral manager, engineering and develop-
ment, who is a leading proponent of
NHK’s HDTV system. CBS was an
original sponsor of ATRP, but pulled
out last year. CBS attributed the split
to across-the-board budget cuts, but
Schreiber doesn’t believe it. “I guess
you’d have to say [CBS] pulled out be-
cause of our less than enthusiastic sup-
port for the Japanese system,” he says,
chuckling.

Of course, Schreiber admits, it would
be an expensive proposition to develop
the “intelligent” open-architecture TV
set, along with the kind of interactive
systems his associate director Lippman
envisions. But he says Japan’s $300 mil-
lion investment in developing HDTV
isn’t alot when you consider that Amer-
icans spent $8 billion on sets alone last
year. “There’s money to be made, so
somebody should do it,” he says. “It’s
all about money.”

edia Lab researchers tend
to assume TV is evolving
into a three-dimensional
medium. If they can inte-
grate holography with a TV computer-
hybrid, the whole world literally could

The Media Lab’s Andy Lippman wants to bring TV to the point where “you could be J.R”
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become a stage. Someday, they believe,
TV will put a 3-D Boston Symphony or
Bruce Springsteen in your living room.

But let’s not get too carried away.
Changes in the medium will be evolu-
tionary, not revolutionary. Getting that
computer in the TV set, under the pre-
tense of improving picture quality,
would be animportant first step in open-
ing the box to myriad possibilities.
ABC’s Max Berry may be a fan of the
Lab, but he tempers his expectations of
itsimpact. “I’'m an engineer. I take alot
of that stuff with a grain of salt,” he
says. “It’s [the Lab’s] job to be pie-in-
the-sky. It’s our job to keep them aimed
toward goals that can be achieved in our
lifetimes. What’s possible is not always
practical.” Even director Negroponte,
who sells the Lab’s conception of the fu-
ture with evangelical zeal, says, “Truly
three-dimensional TV—yes, that’s pro-
vocative and it’s going to happen. But I
intend to be a pretty old man by the
time it does.”

eople in the trenches of the TV

business generally have little

time to ponder advanced tele-

vision, let alone diligently
study what the medium might look like
ten or 20 years from now. Powerful in-
terests are nevertheless still betting
they can make TV more interactive.
Pay per view points in that direction, as
does Sears’ and IBM’s Trintex videotex
venture. A start-up company, Interac-
tive Game Network, has floated the
plan for a system that will allow viewers
to interact with TV programs, such as
game shows and sporting events, at-
tracting interest from NBC and, report-
edly, one of the other two major net-
works. Mattel is making noise about a
similar proposal.

Indeed, the Media Lab’s ability to get
funding from a Who’s Who of communi-
cations companies points to a certain in-
terest in the long-term future. When
you consider that much of the Lab’s re-
search anticipates radical change in the
way those same companies conduct
business, it’s no small wonder. Case in
point: NHK is a Media Lab sponsor. Yet
it would be naive to take companies’
sponsorship of the Lab as a sign they’re
endorsing its every notion. “I’'m not
sure any of our sponsors, especially the
networks, will subscribe to our vision in
a wholesale way,” admits Negroponte,
revealing the realist in the futurist.
“The networks, among others who par-
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ticipate, are in some ways simply hedg-
ing their bets.”

Perhaps in part because of 1 hangover
from pioneers’ ill-fated interactive tele-
vision experiments, there’s little pa-
tience in the industry at large for the
kind of 21st-century vision proposed by
the Media Lab. The networks are in a
period of retrenchment, shedding seem-
ingly peripheral businesses, including
the RCA and CBS research labs.

Outside the networks, there’s not a
lot of patience for long-term speculation
either. A “show me” mentality domi-
nates. “I operate in the real world,”

The Media Lab gives Mona Lisa a 21st century video make-over.

says Stanley Hubbard, president and
CEO of Hubbard Broadcasting. The
Japanese HDTV system is operating al-
ready in the real world, and he plans to
use it in his direct-broadcast satellite
operation. “A lot of the stuff those guys
are talking about at the Media Lab is
pure Buck Rogers,” he adds with some
exasperdtion. “‘It’s not stuff we’re going
to see in my lifetime.”

hat will work in the real
world today is not the
core of the Media Lab’s
charter, and that makes
it vulnerable to critics who call the place
a technological playpen. Indeed, to a
certain degree, those affiliated with the
Lab don’t deny the charge. “The Lab is
driven by the process of technology,”
says Russell Neuman, an associate pro-
fessor of political science at MIT.
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Neuman runs Audience Research, a
testing facility associated with the Lab
and located in a nearby shopping mall.
“My colleagues invent these wonderful
gizmos and use themselves as guinea
pigs. In some ways it’s a terrific toy
house.”

A senior product developer at Trin-
tex, Robert Gehorsam, gives high
marks to people who have come to work
at his company from the Lab, though he
still harbors doubts about the place.
“They look at hardware—all that a sys-
tem can do—but they still don’t know
what people want,” says Gehorsam.
“When I went up
there, Negroponte
discouraged me
from talking to the
Audience Research
people. ‘You don’t
want to talk to
them,” he said.
‘They’re tainted by
the marketplace.” ”

Andy Lippman
waves away criti-
cism. A “face it Pro-
fessor, television is
for couch potatoes”
argument doesn’t
wash with him.
Like most of his Me-
dia Lab colleagues,
he’s a true child of
McLuhan: he be-
lieves the medium
is the message and
that its future
achievements will
be too amazing for viewers to dismiss.
“We want to bring TV to the point
where you not only could decide who
shot J.R., you could be J.R.,” says Lipp-
man. ‘“Imagine shopping for a suit
through your television. Pop in a video-
cassette of you walking down the street
and then there you are, wearing the suit
you're thinking of buying. Now that
would be home shopping.”

And when will all this happen?

“It’s hard to say,” admits Lippman.
“If you just have your eyes on the im-
mediate future, it all seems pie-in-the-
sky. But before, it was never viable to
have a television that knew what it was
playing. With computers, that knowl-
edge can take hold. That represents a
radical and violent change from the way
things are. To say that none of these
things will happen—or that nobody
wants them—is wrong.” )
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In media and
entertainment finance,
one firm’s commitment
remains firm.

Kidder, Peabody:

Mergers & Acquisitions Divestitures

Heritage Communications, Inc. GenCorp Inc.

has sold
has been acquired by an investor group
including members of management and

RKO Pictures, Inc.

to

Tele-Communications, Inc. o
Entertainment Acquisition

Company, Inc.

Kidder, Peabody & Co.
Incorporaled

Kidder, Peabody & Co.
Incorporated

Merchant Banking Limited Partnerships

NCC Acquisition Corporation $150,000,000

a newly formed corporation organized by
} Kidder, Peabody Group Inc Cencom Cable

and members of management Income Partners, L.P.
has acquired
| HB]J Publications, Inc. 150,000 Units
from of Limited Partnership Interests

‘ Harcourt Brace Jovanovich, Inc.

‘ Kidder, Peabody & Co. Kidder, Peabody & Co.

Lncorporated Incorporated

Amid all the changes in the media and entertainment
marketplace, there’s one thing of which you can be absolutely
certain. Kidder, Peabody remains committed to serve the
media and entertainment financing needs of the industry.

To accomplish this we stand behind our 125 year
philosophy to provide the advice and assistance over the long-
term that will allow you to consider our services an asset to
your organization.

11 KIDDER, PEABODY
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Shandling ,S Foxy Deal by J. Max Robins

reputation for stretching the sit-

com envelope, breaking through
“the fourth wall.” With its move from
Showtime to the Fox network, the pro-
gram crashes through another wall, cre-
ating an important door from pay cable
on to broadcast TV. If Shandling works
for Fox, cable demonstrates it can be a
fertile New Haven for broadcast, where
everybody in the equation wins.

The deal was instigated from on high,
but there is some vagueness as to who
asked whom to dance first. “The genesis
of the deal came from Bernie Brillstein
[an executive producer of the program].
He came to us in September and sug-
gested we talk to Barry Diller [Fox Ine.
chairman and CEO],” says Henry
Schleiff, chairman of Viacom’s broad-
cast and entertainment group (Viacom
is Showtime’s parent company). “It was
no secret Garry felt it was too bad he
had a show with all this critical acclaim
that couldn’t be seen by more people.”
Indeed, in the program’s “show within
a show” format, a running gag has
Shandling in a state of shock and disbe-
lief whenever anyone says they’ve seen
it. It was clear to the folks at Showtime
that Shandling was getting restless and
something had to be done to appease
him.

Still, Brad Grey, an executive pro-
ducer of the show, claims Shandling was
more than happy on Showtime and it
was Fox that put the moves on first.
“Sumner Redstone [Viacom’s chair-
man], Frank Biondi [Viacom’s presi-
dent] and Barry Diller were having
drinks and Barry indicated he’d be
interested in having the show on Fox,”
says Grey.

Interest in Shandling didn’t stop with
Fox. According to Schleiff, once word
leaked out that Fox and Shandling were
courting, two of the three networks—
he’s not saying which two—came call-
ing. But Fox was the most ardent
suitor, spurred on by the spotty per-
formance of its weekend lineup.

Negotiations dragged on over several

I t’s Garry Shandling’s Show has a

"f",_
MEDIA DEALS

months. Shandling’s staff was adamant
about keeping the artistic control they
enjoyed on cable. This made the folks at
Fox nervous, but finally, with one eye
on Sunday night ratings, they relented.

Money, big surprise, also slowed
things down. The principals won'’t say
how much Fox is paying for the show,
but Viacom and Shandling are divvying
up the proceeds. Grey does confirm that
Showtime has been paying in the neigh-
borhood of $350,000 an episode. A
decent guesstimate, given that this is
not a first-run show, is that Fox is pay-
ing somewhere in the neighborhood of
$150,000 to $250,000 an episode. One
source says the deal was cut so the ulti-

[ar

G_arry Shandling: Hé has good reéson to smile.

mate dollar figure will be predicated on
how well the program performs on Fox.

There’s talk that this is part of a pack-
age deal between Viacom and Fox
involving commitments for other pro-
grams down the road. When the deal for
Shandling was announced, Diller said it
was the first of many to come. “We'd
love to do more in conjunction with pay
cable,” says Garth Ancier, program-
ming president of Fox Broadeasting Co.
“Not just series, but specials too.” Fox
TV Stations Inc. has already picked up
Double Dare, from Viacom-owned Nick-
elodeon, although Schleiff claims the
two deals were unrelated.

it’s the cable operators who carry

Showtime. The deal calls for 30
days between an episode’s cable pre-
miere and its broadcast on Fox. The
MSOs are screaming that the window
makes their claim of exclusive program-
ming a joke.

But the folks at Showtime argue that
it's a deal where everybody wins. “We
concluded the deal with Fox for three
reasons,” explains Schleiff. “It puts
Shandling in a bigger universe and
works as a bit of a tease or calling card
for Showtime. The second reason is to
take the dollars out and invest it in more
breakthrough programming. Finally it
will help us attract more innovative tal-
ent like Shandling who will see we can
do the same for them.”

Still, one of the few selling points pay
cable has is exclusive programming,
and Showtime can no longer claim that
about Shandling, reportedly the sec-
ond-most-popular series on the service.

So far there’s only one clear winner in
the deal. It’s Shandling and company,
who take home extra revenue from Fox.
Wider exposure now for the program
means a more lucrative syndication deal
for Shandling when the time comes,
than if it went directly from Showtime
into strip. The bottom line on this deal in
the short term? It’s Garry Shandling’s
show. ®

If there’s anyone who feels burned,

WWW.americanradiohistorv.com
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A powerful
Or mergers &

Viacom Inc.

(formerly known us Arsensl Holdings, Inc.)

A corporation formed by

National Amusements, Inc.

bas acquired through merger

VIACOM INTERNATIONAL INC.

We acted as financial advisor to National Amusements, Inc. in this transaction,

provided a forward underwriting commitment for the Senior Subordinated
Discount Debentures, advised on and executed a $1.5 billion hedging
program as to the senior bank debt and assisted in the negotiations.

Merrill Lynch Capital Markets

ML Media Partners, L.P

bas acquired the assets of

WREXTV Rockford, Illinois

from

Gilmore Broadcasting, Inc.

We acted as financial advisor to
ML Media Partners, LP.
in this transaction.

Merrill Lynch Capital Markets

© 1988 Merrill Lynch Capital Markets

Westwood One, Inc.

bas acquired the Common Stock of

National Radio Network, Inc.,
The Source, Inc.

and

Talknet, Inc.

together constituting the NBC Radio Network from
National Broadcasting Company, Inc.

We acted as financial advisor to
Westwood One, Inc. in this transaction
and assisted in the negotiations.

Merrill Lynch Capital Markets

ML Media Partners, L.P

has acquired the assets of

KATC-TYV Lafayette, Louisiana

from

Loyola University

We ucred as financial advisor 1o
ML Medsa Purtners, LP
in this transaction.

Merrill Lynch Capital Markets
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medium
acquisitions

StarGroup Communications, Inc.

have sold Common Stock of the Company
in a Private Transaction to

TranSales, Inc.

an affiiate of

The United Stations Companies

Certain Sharsholders of

Panavision, Incorporated

has been acquired by

Lee International PLC

We acted as financial advisor to
StarGroup Communications, Inc. in this
transaction and assisted in the negotiations.

We acted as financial advisor to
Panavision, ]71602997ated in this transaction
und assisted in the negotiations.

Merrill Lynch Capital Markets Merrill Lynch Capital Markets

Tr1-Star Pictures, Inc.

has issued approximately 75 million new common shares in order to
effect u combination with the entertainment business of

T 26 Gompany

The combined corporation will be knoun as

Columbia Pictures Entertainment, Inc.

ML Media Partners, L.P.

bas acquired the assets of

WEBE-FM, Westport, CT

from

108 Radio Company Limited Partnership

We acted as firancial advisor to
Tri-Star Pictures. Inc.
in this transaction.

We acted as financial advisor to
ML Medza Partners, L.P
in this transaction.

Merrill Lynch Capital Markets

Merrill Lynch Capital Markets

@g Merrill Lynch
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% Percenf Changein Ad Spendmg | |
,V' Cable is the only category in which ad 25 - b il TOP NETWORK SERIES
spending hasn’t dropped from year to RADIO | | )
'.E year. And it looks to goin the most in 1988. 20 First 20 weeks of season, Sept. 20, 1987, through Feb. 7, 1988
R = _ - 15 |— l” 3 14.1 1159 : ‘1 0 SERIES/NETWORK RATING/SHARE
y T [ 624] .y i | [ < | i 1 The Cosby Show/NBC  28.5/45
W _rCABLET Y J:“ N N | fF 2 ADifferent World/NBC  25.5/41
! , /
S 55[ = == 5 T L1738 '3 Cheers/NBC 22/3_8
B oo —-—ﬁ L L N | 4 Night Count/NBC 230136
N [T S — | B —Network YA | 5 Growing Pains/ABC  22.7/34
c e ‘ i B 1_ P12 = R B S LW |6 Golden Girls/NBC 22.5/39
1\ Yo | | ot B me G gt 7 Who's The Boss?/ABC  21.6/33
35 T T 407 [=s TELEVISION | 8 60 Minutes/CBS  21.1/34
30—t sk —1— = 32— Thj_ o I”"’"J _ | "9 Murder, She Wrote/CBS 20.5/30
25 F—t— 3t = L _f__ﬁf_.o | T I ( 10 Moonlughhng/ABC '|9_3/_3Q ||
[ 4215 \
TR T e b—P N/ LN TOP BARTER SERIES
I ! 1~ —xple2 r | ¥ 12.4 i
13 lj;_ :‘3'8 8 — | N W S —— _,...!M _1 First 21 weeks of season, Sept. 6, 1987, through Jan. 31, 1988
10 =Tl —i—' ‘ 2.4 SERIES/SYNDICATOR RATING
- T
5 | —Natlonal | ! — O @ syndicared 1 Wheel of Fortune/ 17.5
T 8 |
L-_L'W,I | | _g | M-Newor 1 King World
83 8¢ 85 86 .—87_ " es 89 83 84 85 8 87 8 89 2 Jeopardy!/King World 13.9
Sources: Robert ], Coen and McCann-Erickson; PaineWebber, 3 NO"OI‘IO' Baseboll Netwcrk/ 10.7#
__ Stuart Broadcasting

3 Universal Pictures Debut 10.7#

__ Network (movies)/MCA-TV
de- Pe r-VIeW N etwo I‘ks 5 World Wrestling Federation/ 10.3#
in the highly competitive world of pay-per-view, accurate sub counts are hard to find. Yet counts T”Qn_ S&C'S/WWF
seem to be on the rise. The current difficulty is getting the studios to provide programming. 6 Star Trek: The Next 10.0#

Generation/Paramount

7 The Oprah Winfrey Show/ 9.3

Network/ Subscribers (in thousands) 5 (K:inlg W—ErIdN e o o
um ] a .
Launch Date 12/85 12/86 12/87  Present ol P
9 TVN 11 k /[ 8.1#
Request Television 110 1,700 2,600 2,600 V,Qco?n (movie package)
Nov. 27, 1985 9 People’s Court/ 8.1#
: = Lorimar Telepictures
Home Premiere Network N/A N/A 240 1,000
| Dec. 4, 1987 TOP CABLE NETWORKS |
| . Average ratings/projected households, January 1788 |
Zap! Movies N/A 14 47 64 | NETWORK 7aMTO 1AM, PRIME TIME
June 1, 1986 7 1 WTBS  2.4/1,050,000 3.2/1,400,000 ‘
N N 2 USA .3/ 546, /
Playboy ‘‘On Demand"’ N/A* N/A* 1,000 1,000 S e ;9/ j;jggg . Zizzz |
Sept. 1, 1987 - i o 4 CNN 8/ 353000 1.2/ 529,000 |
Viewer’s Choice | 530 1,600 2,500 2,500 Flieshale, 4 50" v 5
Nov. 27, 1985 - ="n = 6 MTV 6 238000 .7/ 278,000 |
Viewer’s Choice Il N/A 538 900 900 HEEEH il Qe e J9a
June 25. 1986 8 Lifetime .5/ 181,000 & 290,000
! = — 9 Headline .5/ 149,000 .4/ 119,000
Jerrold’s Cable Video Store/ N/A 2.5 60 100 o ;‘ews
. iscover .5/ 141,000 1.0/ 283,000
AP”I 1, 1986 Mncludesmufnpleexposyure& *9AM to3 AM
Note: cqble raﬁ}r“gs are r;ier;er:jge: within thke e;u;ying ;'.o‘:::?ﬁons bt:m g
*Since July ‘85, Playboy has also operated its ‘' Private Ticket”” PPV service, which is now being fazed out. Sub figures were not available. e O woliL e VR store mnkediby/pctestecinumbeno
Source: Sljbscriber:umybersprovid:db;se:vices,co’:\pﬂed;’y Channels. ¢ s ? { | i I o

— e — 4

64 CHANNELS / APRIL 19838

WWW americanradiohistorv com



Top Videocassettes/Rentals
January 1988

TITLE/PUBLISHER % TOP 50°*
1 Dirty Dancing/Vestron 6.6
2 Secret of My Success/MCA 5.8

3 Roxanne/RCA/Columbia 5.3

4 Lethal Weapon/Warner 4.8
5 Outrageous Fortune/ 4.4

~ Touchstone J

_ 6 Summer School/Paramount 3.6
7 Dragnet/MCA 3.6
8 Predator/CBS/Fox 3.2
9 Believers/HBO 34

10 Tin Men/Touchstone 3.1

11 Harry and the 2.7

Hendersons/MCA

12 Fourth Protocol/Lorimar 2.7

13 PIotoon/HBO 2.6

14 Crocodile Dundee/quomounf 25

15_Ro_|5|ni{\r|zono/C!3_S_/Fox _24

16 Lo Bamba/RCA/Columbia 2.3

17 Extreme Prejudice/IVE 2.0

18 Blind Date/RCA/Columbia 1.9

19 Angel Heart/IVE W 1.9

20 HoosiersfHBO 1.9

Top Videocassettes/Sales
January 1988
TITLE/PUBLISHER % TOP 50°*
1 Lady and the Tramp/Disney 9.2
2 Star Trek IV/Paramount 5.4
_3 Callanetics/MCA 4.6

4 Jane Fonda’s Low-Impact 4.4
Aerobics/Lorimar

5 Jane Fonda’s New 3.6
_Workout/Lorimar
6 An American Tcul/MCA 3.4
7 Crocodile Dundee/Porqu 2.6
8 Wizard of Oz/MGM/UA 2.6
9 Top Gun/Paramount 24
10 Raiders of the Lost 2.3
Ark/Paramount

11 Beverly Hills Cop/Paramount 2_3
12 Ghostbusters/RCA/Columbia 2.1
13 Automatic Golf/VideoReel 2.1

14 Pmk Floyd: The Wall/MGM/UA 2.1

15 Godfather/Paramount 2.1
16 Sleeping Beauty/Disney 2.0
17 Dirty Dancing/Vestron 2.0
18 Sound of Music/CBS/Fox 2.0
19 Mary Poppins/Disney 1.7
20 Sing Along Songs: Bare 1.7

Necessities/Disney

Source: Videodome Enterprises, Dallas. Charts af appear weekly in
TWICE magazine.  *Title os percentage of top-50 tapes fotal volume.

DATABASE

THE MAGID NUGGET

either way.

percent with no opinion.

\_passive viewing.

TV and Viewer Participation

Has the quality of television programming improved, and are viewers
being more selective toward the programs they watch? A recent Frank
N. Magid Associates Inc. national survey of 1,000 households found out
the answers to these and other questions. The results:

¢ Forty percent of people surveyed agree or strongly agree that over the
last few years, TV programs have improved. Twenty-eight percent have
no opinion or are neutral, and 32 percent disagree or strongly disagree.

e Close to half (44 percent) find themselves becoming bored with TV,
while 32 percent say the opposite. Twenty-four percent have no opinion

e Twenty-eight percent agree that TV is a form of escapism. But over half
the sample (52 percent) disagree or strongly disagree, leaving about 20

e A hefty 84 percent maintain that instead of just watching whateverison
TV (passively viewing), they make a point to select the programs they
watch. Nine percent are neutral, and 7 percent say they do engage in

*
The Deals of GE Capital
Before January, GE Capital was known as GE Credit Corp. The chart below reflects the scope of
recent deals by the media and communications section of the Corporate Finance Group.
[DATE  COMPANY REASON FOR AMOUNT
FINANCED FINANCING {MILLIONS)
i 11/86  Adams Communications Purchase of KCOL AM/EM, $15
[ Phoenix, Ariz.
[ 12/86 BT Acquisition Corp.™ Acqulsmon of \ \/\/ome?co 375
Cable TV
4/87 Anchor Media Ltd. Purchase of WLOS-TV, 57
Asheville, N.C.
6/87 MC Cable Acquisition of cable 35
assets in Columbia, S5.C.
7/87 National Amusements Int’] Acqunsmon on of Viacom 200
Int’l
0/87 _C_r_um_p Communications Purchase of WCSC-TV, 71
Charleston, S.C.
11/87  CEA Acquisition Corp. Acquisition of Consolidated  19.8
I Theatres
12/87  Northeastern Cable Acquisition of 50% 87
Limited Partnership interest in Taft Cable
| {offiliate of Partners
Bass Group)
Lo » b __u _ - B N
1/88  Cablevision Systems Acquisition of Adams- 330
Corp. Russell Co.
'27/88 Georgia Cqble Acquisition of cable 255
Holdlngs assets from Prime Cable )
[2/88 U.S. Cable Television Acquisition of cable assets 125
L Group Inc. from C4 Medic
*Consists of the Robert M. Boss Group ond Taft Broadcasting Co. Source: GE Copital
* *Consists of a partnership between Prime Cable and the Robert M. Bass Group.
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AtMIP TV Stand 03.34/05.33  Contact: Jane Small

Echoes

Echoes (4x52") Drama A Very British Coup (3x52") Drama

Channel 4 International - 60 Charlotte Street - London WIP 2AX, UK - Tel: 01-6 31 4444 - Telex: 892355
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t a time of dramatic
growth for cable and a time of increas-
g flak about the industry’s power,
James P. Mooney, president of the
National Cable Television Association,
has a full agenda. But as broadcasters
and producers have stepped up attacks
on cable, Mooney has adopted a peace-
maker role and is trying to build
bridges to cable’s foes. Mooney spent 12
years i government, serving as chief of
staff to the magjority whip of the House
before joining NCTA 1in 1981. He
became president four years ago this
month. With Mooney’s bridge-building
underway and with April designated
Natiornal Cable Month, a major in-
dustry campaign, Mooney recently
assessed cable’s prospects with Chan-
nels editor Merrill Broun.

The NCTA Political Agenda

In the short term, our top priority is to
resist the efforts of people who, for com-
petitive reasons, would like to throw a
regulatory wrench into our machinery.
I think there is some feeling in Holly-
wood that they’d like to apply to us the
same kind of restraints that they have
succeeded in applying to the broadecast
networks. And there are parts of broad-
casting that resent the fact that we
exist, and those people see cable as
threatening their ways of doing busi-
ness and would like to see us slowed
down, so we’d have to go around filling
out a lot of little cards all the time. The
question ought to be: What is cable
bringing to the table that is socially ben-
eficial? To what degree has cable’s
growth broadened the way this society
uses the medium? Those are questions
around which inquiries should start.

|
|

J1im Mooney:
ReachingOut
ToCables Foes

The cable industry, though growing
rapidly, is under mounting attack.
And the spotlight is on the NCTA.

The complaints aren’t surprising since
nobody ever likes new competition. It’s
politics’ background noise.

NCTA’s ‘Olive Branch' to
Hollywood

Industries as highly visible and politi-
cally sensitive as these two are ill-
advised to be fighting in such a public
way, if they can resolve their differ-
ences peaceably. I do not know whether
they can, but you never find out until
you go through that process of figuring
out what the interests are.

Programming for Cable

We have shown that television doesn’t
have to be broken up into neat one-hour
or half-hour pieces, but that you can use
the medium in other ways. A lot of the
traditional production community isn’t
comfortable with that and finds it puz-
zling. They’re going to get used to mak-
ing programs for cable and get that
established as a revenue stream.
They’ll become, by and large, fond of
cable. Then, to the degree that there are
public-policy issues that divide the two
industries, they’ll mainly be about
money, whichin the end is all that any of
this stuffis about anyway.

Issues on the Table

There needs to be resolution of the dis-
tant-signal controversy. It is the source
of a great deal of continuing irritation,
not only between these two industries,
but to some degree between cable and
broadcasting as well. Some of that irri-
tation is systemic. The system we have
in place now for calculating royalties
proportionally leads to endless copy-
right controversies.

www americanradiohistorv. com

|

Syndicated Exclusivity

The FCC is offended by the entire com-
pulsory-license system and is searching
around for ways to assert jurisdiction—
the syndex proceeding. We obviously
disagree with many views the chairman
has expressed on the subject. I would
feel much better about the intellectual
integrity of the proceeding if it were a
broad inquiry into the legitimacy of
exclusivity as a strategy for all these
industries. But to pick out only exclusiv-
ity vis-a-vis cable’s importation of dis-
tant signals seems to me to be a little
shy of the mark.

Cable Concentration

I hear lots of talk about concentration,
but nobody has said how concentration
manifests itself in ways that are injuri-
ous to the public. By every conventional
measurement standard, the cable indus-
try is rot that highly concentrated. In
the end, this isn’t necessarily an indus-
try issue, but may be a company issue.
People want to hold up the bare fact
that TCI has X percent of subscribers
and ATC has Y percent and then invite
a reaction of horror.

Must-Carry Compromise
Prospects

Each time the court throws out the
must-carry rules, it is careful to say that
it does not intend to rule that no must-
carry rule could be constitutional. What
the broadcasters are going to have to
decide is what kind of price they are
willing to pay, probably not to us but to
Congress in return for Congress mak-
ing the rule stick. We have sent a signal
to broadcasters that we would like not
to have a war about this.
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In my eyes, the main thrust of Cable 1 Act, to be subject to substantial loecal
Month is to add more impetus to the Paﬁ"ts Ofthe | regulation of our physical plant, with
burgeoning public consciousness of respect to access channels and access

b?”OGdcasting 'Lnd’uxstw | studios—a form of regulation that is

National Cable Month 1 [ lated. We continue, under the Cable
cable as a medium. More and more peo- '

ple are aware, either through their own nowhere applied to any other video
experience as subscribers or because Tesent the f G/Ct tha/t \ industry that I’m aware of. And we are
they heard about it, of what is on cable Y ’ g not proposing that these things be
and that cable has a lot of attractive pro- we ex1st. mey d l?’ke repealed.

gramming. The function of Cable Month to see us Slowed do/um’

i to spur that consciousness. It’s done

5 MSO Investments in Program
in a cross-promotional way that is coop- SO we d ha’lje to

Services

erative among programmers and opera-
tors. Last year’s exceeded expecta-
tions, measured by newspaper inches
andby awareness on the part of the pub-
lic at large and cable subscribers.

The Future of the ACE Awards

1 think the ACE program is gaining
importance, and will gain importance no
matter what other people decide to do. I
keep -hearing that the Emmy people are
going to let cable programming com-
pete for Emmys. But I don’t see that
they can develop a procedure in which
we’re going to be able to compete fairly
and effectively. Cable programming in
terms of quality is easily in the same
ballpark as broadcast programming,
but we are only in 50 percent of Ameri-
can households. Because of the delaysin
building the Los Angeles area, we're
probably in an even smaller proportion
of households there. So how can we win
if they’re not able to see the programs?

Telephone Competition

The social contract says that phone com-
panies have statutory, legally enforce-
able monopolies for the provision of a
necessity service. And the quid pro quo
for that is that they are subject to rate-
of-return regulation and line-of-busi-
ness restrictions. Phone companies are
trying to hold those monopolies, but get
rid of regulation. This is enormously
threatening not only to cable but to
broadeasting as well, and to other indus-
tries. It isn’t as if the phone companies
have singled out cable as something
they want to take over. If the phone
companies lay video equipment in
everybody’s house, you may not need
broadcasters either. We have to urge
Congress, the FCC and the publie-pol-
icy community not to abandon a social
contract which has long been in place
and which is premised not only on con-
cepts of fair competition but also on con-
cepts of diversity in the nation and in a
democratic society.

Re-regulation
I've heard about it more in terms of
broadcasting than in terms of cable, and

fill out little
cards all the time."

A

It will continue and it is a good thing.
We have to come up with better pro-
gramming to attract households that
have chosen not to hook up. At bottom,
one of the reasons for MSO investments
in programming is the belief that if we
don’t make the investment, nobody else
will. The creative community is not
beating down our door to make equity
investments. A lot of the investments
have been made to shore up program-
mers. If the four MSOs that put $40 mil-
lion into The Discovery Channel hadn’t
done so, Discovery could have gone
under. There was also some concern as
to the economic health of CNN, which,
in part, led to that investment. And
there is the most obvious, long-standing
example of vertical integration—the
creation by operators of C-SPAN.
When we talk about vertical integration
it helps to go to specifics. C-SPAN, Dis-
covery and CNN are bringing some-
thing new and valuable to television.

System Service Problems

There has been some improvement, but
I don’t think it would do any good to
deny that the cable industry has a cus-
tomer-service problem and that there
are problems answering the phones
quickly. Part of those problems arise
from the difficulties that service indus-
tries have. But it is essential to our pen-
etration goals that we do something in a
more effective way than we have. The
only way we’ll get service problems
fixed is as a consequence of market pres-
sure—operators seeing that their pene-
tration goals are being frustrated by
persistent customer-service problems.

Cable’s Lagging Penetration

We may be seeing that flat number
move. According to early indications, in
1987 internal penetration, growth not
the result of either new builds or acqui-
sitions, was pretty strong. You may be
starting to see penetration levels move
up somewhat. As the consciousness of
what is on cable rises within the popula-
tion, you gain a momentum that is a

| forceitself. Marketing is important. But

there is something else, composed of
l everything from chatting across back-
‘ vard fences to casual conversations peo-
ple have with each other at work. °

ANLEY TRETICK

we have not yet reached the end of the
- backlash against telephone deregula-
I % tion. Cable is not altogether deregu-
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Great
Television
Partners

Lucy & DEsi

LAVERNE & SHIRLEY

ROY & DALE

GEORGE & GRACIE
FRED & ETHEL
RALPH & ALICE

MORK & MINDY

And now there are two new great television partners....

MWW americanradiohisto



CHANNELS

-
Georgf@Gil ety
A ivate World™
e oms i sl resordy
it e plA. arnd
¥ tions then
e, Meod the romnrdable
S0 Gitkelt, who
P tdhioted a illke |ig
ofpive witl I‘sf%m&?

The smart

money is on

- CHANNELS, the business magazine
- for televisicn professionals, has
- been joined by TV FACTS, FIGURES
- & FILM, the magazine of syndi-

- cated programming, to form

© THE CHANNELS NETWORK. And that
* means your job just got easier.

* WE'RE EASY, EFFECTIVE
* AND EFFICIENT

. If you're in the business of talk-
. ing to stations about your pro-
. grams, THE CHANNELS NETWORK
. now offers you an easy, effec-

. tive and efficient way to

. reach them

PURLINHED BY HROAK AN T ISFORMATION BURKAL
s 1 The Nofinl A

*Who’s The Boss?”

2

C«xuﬁ\fmtmgy

Cheieare

- You'll reach General Managers,
- Program Directors and Station,

- Sales and Promotion Managers

- important to your business. And
- you'll be doing it with one

- phone call and one set of adver-
- tising materials.

. Twice each month, CHANNELS and
* TVFACTS, FIGURES & FILM cover the
. television business, analyzing

. the facts and figures behind the

. news. Top decision-makers in

. broadcast and cable television,

. programming and distribution

. consider both magazines to be

. “mustreads.” Now, every other

- week you can talk directly to

. the people who are buying

- what you're selling—when

. they're in the frame of mind to

. respond to your message.

G

- And since we're now a network,
- you'll increase your reach and

- frequency and earn significant

-+ discounts.

- For more information call:
- Joel A. Berger

- Publisher

- CHANNELS

- (212) 302-2680 or

- AvraFliegelman

- Publisher

- TV FACTS, FIGURES & FILM

© (516) 496-3355.

- THE CHANNELS NETWORK—
- GREAT NEW
" TELEVISION PARTNERS

CHANNELS and TV FACTS, FIGURES & FILM are publications of ACT Il PUBLISHING.
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m DECISIONS NETWORK - |

_ The Ten to Watchin Cable

Reputation

Soure  lotof
ather hot Follywood
producers who
have takarztheir
companiea jublic.
But Wull 8. reet
fsleery of sy
enterprise shose
prinapal amoet is
1 famous name.

v s

© CHANNELS, the most important,
. influentiat magazine about the
- business of television, and

. MARKETING & MEDIA DECISIONS,

- the most important, influential
monthly magazine about the
business of advertising and mar-
keting, are now available in a
network buy. And that means
your job just got much easier.

SELL-IN AND SELL-THROUGH
: YOUR PROGRAMS

. THE DECISIONS NETWORK offers

- you what’s known in retailing as
- sell-in and sell-through. With

. your ad in CHANNELS, you're sell-
- ing in by reaching the people

- who buy your programming.

. And, with your ad in MARKETING
. & MEDIA DECISIONS, you're sell-

- ing through to the people who

. are placing advertising in your

. programs.

PA
i CLAB L

CLARION AND THE
COLOR WARS

TRE TABLOIDS GET
RESPECTIH

- TALKS TO BUSINESS

MARKETING S MEDIA

DECISIONS

. SPECIAL REPORT: HOW BUSINESS

tt's the easiest way to talk to sta-

. tion executives — General Man-
: agers, Program Directors and

- Station, Sales and Promotion

© Managers so important to your
- business. And, it's the easiest

. way to talk to media and mar-

. keting professionals both at the
. agencies and clients who plan,

. approve and implement the

. marketing plans and media buys

. of national advertisers.

- Eleven times a ycar, CHANNELS
- covers the television business

- analyzing the facts and figures

- behind the news. Top decision-

- makers in broadcast and cable

- television, programming and

- distribution consider CHANNELS

- tobe a “must read.” Twelve

- times a year, MARKETING & MEDIA

DECISIONS goes inside Madison
- Avenue to present that same in-
- sightful and analytical approach
- to advertising and marketing.

- Top media decision-makers
- consider MARKETING & MEDIA
- DECISIONS a “must read.”

CHANNELS and MARKETING & MEDIA DECISIONS are publications of ACT 1l PUBLISHING.

. Now, with THE DECISIONS

. NETWORK, you can talk directly
. to the people who are buying

. the programming and the

. advertising time —when they're
. inthe frame of mind to respond
. to your message.

- And since we're a network,

- you'll be increasing your reach

- and frequency, and earn signifi-
- cant discounts.

- For information call:

. Joel A. Berger

. Publisher

. CHANNELS

- (212) 302-2680 or

- David W. Bentley

* Publisher

. MARKETING & MEDIA DECISIONS
- (212) 391-2155.

- THE DECISIONS NETWORK —
. GREAT NEW
© MEDIA PARTNERS

www americanradiohistorv com



Foreign Exchange

requent sales trips to the Caribbean may appeal to syndicators, but not for the rev-
Fenue they generate. The island countries pay mere hundreds of dellars per hour of

imported TV programming, comprred with thousands per hour that broadeasters
pay in Western Europe, Canada, Japan and Australia. These price estinates were com-
piled by Television Business International, a new industry magazine affiliated with
Channels. The range of prices paid by broadcasters in a single country is also quite broad.
At the top end are the higher-quality shows and the co-prodeections in which the buyers
influence production decisions. Nonfiction programs tend to rank toward the bottom. The
table doesn’t take into account movie priees; for the biggest imperted hit movies, foreign
broadcasters often pay much more than for other programs.

— e
—

g— RANGE OF PRICES PER HCUR . e
PAID FOR IMPORTED TV PROGRAMS ;

U.S. (Commercial Networks) $100,000-1.2 MIL
U.S. (PublicTV) $50,000-200,000
UNITED KINGDOM (88cor i) $30,000-60,000
AUSTRALIA (Commercial TV $20,000-70,000
WEST GERMANY $20,000-40,000
JAPAN (Commercial V) $15,000-25,000
UNITED KINGDOM (Charnel ) $15,000-18,000
CANADA (CBC Englishanguage)  $12,000-60,000

ITALY $10,000-60,000
FRANCE $10,000-55,000
AUSTRIA $4,500-5,500
SWEDEN $3,500-6,000
EAST GERMANY $3,000-4,000
BELGIUM $2,500-3,500
NIGERIA $2,500-3,000
SOUTH AFRICA $2,000-4,000
BRAZIL $1,500-12,000
MEXICO $1,500-8,000
SAUDI ARABIA $1,500-2,000
CHINA $1,000-2,000
PHILIPPINES $1,000-1,700
INDIA $1,000-1,500
USSR $1,000-4,000
EGYPT $1,000-1,600
POLAND $750-1,500
IRAN $750-1,500
ISRAEL $300-1,000
CUBA $250-750
KENYA $200-750
JAMAICA $100-200
NICARAGUA $80-450
Source: Telerision Busis Inte

DAVID HEPBICK
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‘  WE'VE TURNED DISTRIBUTION
. INTOA FINE ART

@ )

k AMERICA’S #]1 FIRST-RUN DISTRIBUTOR

GEORGE SCHLATTER'S *“COMEDY CLUB* “JEOPARDY!” “WHEEL OF FORTUNE” “THE OPRAH WINFREY SHOW”
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