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The first generation to grow up with TV ...
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is now the first generation to have its own channel.

BABY BOOMERS
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:f? prvv “Murphy Brown” (Monday, 8:30

“3;’:“2 p.m.). She’s sassy, she’s savvy, she’s just
e Wit back from a month at the Betty Ford
‘:;:;“;: Clinic. Candice Bergen makes a very
wunt  Stylish TV series debut as Ms. Brown,
ot star reporter, for the “FY.L” network
magazine show. Her foils include a
ence & former Miss America booked as a
coanchor even though she’s so dumb
Ccpsand  “she thinks Camus is a soap.” Bergen
" is golden. (Nov. 14.)

“Almost Grown"” (Monday, 10 p.m.).
Suzie and Norman were lovers. But
not at first. And not anymore. One of
the seasons rare departures from
form and formula, “Grown" charts
o @  theupsand downsof a young New Jer-

sey couple through three interlocking
time frames: 1962, when they meet;
the late '60s, when they live together;
and today, as their 16-year-marriage
lies in ruins. Rock music plays a big
part in their lives—from “26 Miles”
on the car radio in ‘62 to an aspiring
'80s band called Airport Lobsters.
The leads, Eve Gordon and Timothy
Daly, are wonderful; the show is
worth a peek, maybe even a look.
(Two-hour “preview” Sunday, Nov. 27:
premieres Nov. 28.)

“TV 101” (Tuesday, 8 p.m.), arguably
the most ambitious new series, is part
of an effort to retool the stodgy CKS
image along youthier lines. Kevin
Keegan (Sam Robards), adviser to the
Rooseveit High School newspaper,
encourages students to produce a
video version instead. The ptnhead
principal hates it; the kids come alive
through it. Tape inserts of the student
show are mixed in with the filmed
g;anw. Smart, hip and original. (Nov.
29)
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The man is Tom Shales,

this year's Pulitzer Prize winner

: for television criticism.
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Look It Up A comprehensive index to stories covered by Channels in 1958.
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Szabo Assoclates
and the fine art of
media collections.

At Szabo Associates,

we're more than just
collection experts.
We're well versed in
the fine art of
media collections.
In fact,

Szabo Associates
is the nation’s
first-and only-
collection firm
exclusively for
the electronic
and print media.
And we do it with
diplomacy oot
and good will.

Call us collect.

st

jon
_ collect
Medla

3355 Lenox Road, N.E., 9th Floor = Atlanta, Georgia 30326 ® (404) 266-2464
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EW WORLD THREE, is a flexible
package of electrifying entertain- \
ment, perfect for your prime-time pro- P
-

gramming as well as late and early fringe.

THE PREY « THE PIT » HELL COMES TO FROGTOWN « DEADLY PASSION « GHOST TOWN « PULSE POUNDERS « EVILSPEAK




- NEW WORLD
"TELEVISION GROUP

RETURN TO HORROR HIGH « SLUGS « DEAD END DRIVE-IN « CELLAR DWELLER « MOUNTAINTOP MOTEL MASSACRE
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Our Commitment To The

Communications Indusiry.

At Drexel Burnham, we under- of 1988, we’ve raised $2.5 billion
stand the dynamic communi- in public and private financings,
cations industry. We understand  more than three times the amount
what drives it and we have a as the next firm on the Street.

proven track record in developing

creative financial strategies to benefit your company, call Jack
meet its needs. Tha.t may b Langer, Managing Director, at
why. more communications com- (212) 232-3480 or Arthur

panies talk to DEXEI Burnham Phillips, First Vice President, at
than any other firm on Wall (212) 232-7356

Street. In the first three quarters '

If you think this commitment can

$153,955,910 $125,000,000 $85,000,000 $75,000,000

Cable News Community Contel Cellular Inc. Contel Investment
Network, Inc. Newspapers, Inc. 5,000,000 Shares Corporation
2,150,000 Shares 13% 9-year Senior Class A Common Stock a wholly owned

11%% Cumulative Subordinated Reset Notes April 21, 1988 subsidiary of
Isﬂé)ccl;(angeable Preferred June 30, 1988 Contel

July 21, 1988 Corporation

8-year Senior Notes
September 15, 1988

$200,000,000 $26,000,000 $800,765,000 $200,000,000
Harte-Hanks IDB McCaw Cellular Orion Pictures
Communications, Communications Communications, Corporation

Inc. Group, Inc. Inec. 124%% 10-year Senior
11%% 12-year Subordinated 10-year Senior $400,000,000 Subordinated Reset Notes
Debentures Subordinated Notes 14% 10-year Senior August 18, 1988

July 28, 1988 August 30, 1988 Subordinated Debentures

$285,765,000

20-year Convertible Senior
Subordinated Discount
Debentures

$115,000,000

8% 20-year Convertible
Senior Subordinated
Debentures

June 10, 1988

$270,000,000 $64,923,873 $500,000,000
Univision Holdings, Vanguard Cellular Viacom

Inc. Systems, Inc. International Inc.
$165,000,000 3,606,822 Shares $300,000,000

10-year Senior Common Stock 11.8(5% 10-year Senior
Subordinated March 3. 1988 Subordinated Notes
Discount Notes ’ $200,000,000
$105,000,000 11.50% 10-year Senior
133%% 11-year Subordinated Extendible
Subordinated Reset Notes

Debentures July 22, 1988

July 28, 1988

Private placement announcements appear as a matter of record only. For public

offerings, this is neither an offer to sell nor a solicitation of an offer to buy the

securities. The offer is made only by Prospectus or other offering document, a copy of FinaHCing Arnerica,s Future .

which may be obtained from Drexel Burnham in states in which it may be legally
distributed.

Member SIPC. © 1988 Drexel Burnham Lambert Incorporated.
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FROM THE EDITOR

The 1989 Field Guide

here are a number of constants that guide Channels’ editors each year in pub-
lishing the Field Guide. We set out to provide a thorough assessment of where
the communications industries stand at year’s end and put all that information
into context for our readers. It is a stimulating, often intimidating task.

At the same time, we're constantly tr'vmg to improve a product that we hope our
readers depend on year-round. While we’ve retained the topics covered, we’ve
repackaged the seventh annual Field Guide to make it more useful, altering the sec-
tions to focus on specific segments and providing for the first time introductions to
those sections. This Field Guide divides the media industries into four segments,
which follow our “Perspectives” overview articles. Those segments are “Players,”
the people and firms that shape the communications businesses; “Programmers,”
those enterprises that produce the program material which drives the media busi-
nesses we cover; “Distributors,” those that carry programs; and “Consumers,” cov-
ering the equipment and patterns behind home use of television services.

The Field Guide is a labor of dedication from the Channels editors pictured here
and from writers who shared with us their expertise. The 1989 Field Guide was
edited by senior editor Chuck Reece, whose wisdom and good humor made the proj-
ect a happy beginning to the holiday season.

MICHAEL FREEMAN

The Channels editorial team: {from left) Kirsten Beck, Chuck Reece, Amy
Jaffe, Richard Katz, J. Max Robins, Rachel Cohen, Michael Burgi, Neal
Koch, Merrill Brown, John Flinn, Sue Ng, Peter Ainslie.

CONTRIBUTORS

Gary Arlen is editor of Interactivity Report and Electronic Shopping News,
published in Washington. Eva Blinder is editor of BME Magazine. Paul Noglows
and Dan Springer are reporters for Media Business News. David Bollier is a
contributing editor of Channels. J.J. Yore is editor of Current, 2 Washington trade
newspaper that covers public broadcasting. Ira Mayer is editor of epin Report.
Michael Couzens is a San Francisco-based writer and communications attorney.
Jodi Goalstone is 4 New York-based writer who specializes in radio. Frank Lovece
is a syndicated television and film columnist and the author of Hailing ‘Taxi’: The
Official Book of the Show (Prentice-Hall Press), about the TV series Tuxi. Kathy
Haley is a New York-based free-lance writer. R. Michael Feazel is managing editor
of Satellite Week. Scott Chase is editor of Via Satellite mugazine. David
Lachenbruch is editorial director of Television Digest and a contributing editor of
Channels. Rockley L. Miller is editor and publisher of The Videodisc Monitor in
Falls Church, Va.
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Never before has the
business of communications
been divided into so many
competing segments. New
technologies in the '80s have
made it possible for nearly
everyone to find a niche in
the market. As the field has
become more crowded, the
jostling has increased. If
something is moving in one
niche, those in the niches
next to it will likely be
forced to move, too. To that
end, “Perspectives” offers
the big picture of the
communications business,
starting with an
examination of how rapid
change has thrown
television’s basic building
block, the local station, into
turmoil. Editor Merrill
Brown then offers his views
on the state of the business,
followed by looks at
regulation, the international
scene, finance, advertising
and technology. This section
is an aerial view of the
forest. A look at the trees
will follow.

COVER STORY

e may put on coats and ties

in the morning, but they

are really battle fatigues,”

says John Quigley. As gen-
eral manager of independent station
WTTE in Columbus, Ohio, Quigley likes
to emphasize the first part of his title. His
fiercely competitive market, the 33rd
largest in the country, readily prompts
battlefield metaphors. Says Quigley,
“The attitude we have here is that we are
at war.”

Stations nationwide are in combat. It’s
unavoidable. Local operators are being
attacked on all fronts: competition from
cable (and more traditional media such as
print and outdoor), disappointing reve-
nue growth, soaring prices for premium
programming and a fickle audience
armed with VCRs and remote controls
are all factors that have stations under
siege. Rising costs and shrinking revenue
potential are fundamentally changing the
way local TV stations must do business.

Once upon a time, owning a television
station was a virtual guarantee of ever-
multiplying profits. As one industry ob-
server wryly notes, “It used to be a gen-
eral manager could come in late, take an
early, three-martini lunch and return in
the afternoon and only have to count his
money.”

For the corporate chiefs, it was some-
times hard to tell who in the field was a
good station operator and who was just
lucky. “A manager always looked like a
hero,” says Francis Martin, president
and CEO of Chronicle Broadcasting in
San Francisco. “Revenues were rising
faster than expenses, so you had a rising
margin.” Inefficiencies developed, but it
didn’t really matter. Next year’s profits
would more than cover the waste.

No longer. No one—general managers,
Wall Street observers, network exec-
utives—is sure what will happen to the lo-
cal television business near-term. After
strong spot sales in the first quarter of
1988, the market evaporated in what
many station operators say was the
worst second quarter in memory. For the
year, many large station groups are re-
porting revenues “millions and millions
of dollars below expectations,” says one

|
|

|

Local Television
R Under Fire

Disappointing growth, soaring costs, new competition—local television
is in the midst of a revolution. Can broadcasters fend off the onslaught?

knowledgeable industry source. Major
player Knight-Ridder decided to abandon
the station business in October, putting
its eight TV stations on the block in order
to invest further in other media proper-
ties. George Gillett, who controls more
stations than anyone in the country, has
sold one station and has two others on the
block. One broker counted 38 affiliate sta-
tions for sale in 1988’s final quarter.

Sellers continue to hold out for the high
multiples typical of the last two years,
but nobody is rushing to buy. A perva-
sive sense of doubt about whether there
will be sufficient revenue growth to justi-
fy aggressive investment has taken hold.

“Everyone agrees it’s not as good a
business as it was five years ago,” says
Steven L. Rattner, a managing director
at Morgan Stanley, echoing the rum-
blings of the marketplace. “What people
are debating is how big a change is under
way from that historical high rate of
growth.” For players from the financial
community, who have played a central
role in driving the market for local sta-
tions, to even admit to a downturn is a
clear indicator of a time of crisis.

oreover, those who bought

stations during the last two

or three years of heated

trading, borrowing heavily
against projections of continued double-
digit annual revenue growth, are having
to scale back expectations. “The premise
of any borrowing is that the market will
behave a certain way,” notes Michael
Finkelstein, CEO of Odyssey Television
Group. “I don’t think anybody predicted
affiliate revenue would be in this kind of
condition. The market hasn’t grown, so
what do you do? A lot of people are being
forced into selling by their highly lever-
aged capital structures.”

Owners seeking relief are unlikely to
find it from national spot, in the past a
station’s main source of revenue but now
second to local sales. Martin Pompadur,
president and CEO of ML Media (which
operates two affiliate stations and has in-
terests in cable and radio as well), has a
theory about why national spot dissipa-
ted. “First of all, we’ve had a low rate of

10 CHANNELS / FIFLD GUIDE 1989
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QUESTION:

What show is this?

1. Star Trek 2. Entertainment Tonight 3. Puttin’ On The Hits

4. | don't know. I never saw it.
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Mr, Belvedere, Itsn
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ot what you think.

Even if you dont watch Mr. Belvedere,
maybe you should take a look at its success.

Belvedere delivers women and kids with
shocking efficiency.

Racks up summer rerun shares that leave
leading network sitcoms eating dust.

And gets renewed by ABC year after year.

Belvedere is in the classic long-run hit
tradition.

With a family that’s got someone for
everyone in your households.

And a housekeeper whos nobody’s
servant.

But play it right, and he'll be the work-
horse of your whole schedule.
Now, that’s something to think about.

_
i j/‘f”
2 ,,. Vi ZiV
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inflation, and we don’t like that,” he says.
“Fractionalization of the audience also
put pressure on our ability to raise rates.
There are more places for advertisers to
put their money: barter syndication, the
Fox network, cable. And there’s more in-
ventory on the networks and on stations
by virtue of the nets going from a
30-second to a 15-second unit of sale with-
out getting a premium for the 15.” Even
the historical spur of the elections and
the Olympic Games didn’t boost the mar-
ket this time around. “The every-four-
years cycle has been disappointing,”
Pompadur admits.

In television, future revenues are also
tied to future audiences, and the concern
over viewer erosion that has plagued the
networks for the last several years has
filtered down to local markets. Where
viewers go, ad dollars follow, and increas-
ingly viewers are tuning in to cable. Ac-
cording to an analysis by the Association
of Independent TV Stations using nation-
al Nielsen Media Research people meter
data, for a typical month last spring cable
networks’ prime time share was up 37.5
percent compared with '87; NBC, ABC
and CBS were down 7, 4 and 9 percent,
respectively. Independents showed an
average 19 percent gain.

Cable-system operators were once al-
most too busy to chase local ad dollars.
Now that more than half of American
homes receive cable, however, operators
can increasingly turn their attention to
local sales. Indeed, local cable ad reve-
nues increased a healthy 33 percent last
year, reaching $363 million, according to
Paul Kagan Associates. By 1990, that fig-
ure should climb to $600 million.

“We're kicking their ass,” says Eric
Zitron, general manager of the Tidewa-
ter (Va.) Cable Interconnect, which sells
local ad time for three area systems.
“The broadcast audience numbers here
have gone down for the last two years,
and the cable numbers have gone up by
30 percent.” The investment community
has taken notice: The drop-off of interest
in the market for broadcast stations has
been matched note for note by a steady
climb in the prices paid for cable systems.

For years, industry savants would tout
the advent of cable or the huge bite the
VCR would take out of viewership, but
local station operators believed their glo-
ry days would last forever. The facts of
their marketplace have finally become
too cruel to ignore; the denial phase is
over. After the evolutionary pace of the
1970s, this decade has had all the mark-
ings of a revolution. And while local sta-
tions recognize a period of upheaval, they
are just beginning to deal with it. In most
cases, it’s business as usual, with a bit
more of an aggressive face.

The question is, what if anything
should they be doing? “You can’t simply

cut out a few expenses and have life go
back to the way it was before,” says Mor-
gan Stanley’s Rattner. “There’s a funda-
mental problem on the revenue side,
which is the lack of an audience base that
allows them to raise prices and sell more
advertising. As there’s the ability for
more channels to reach the home, local
stations are going to lose share. It’s just
inexorable.”

How station operators are reacting to
the state of siege varies—indeed, there
may be as many scenarios as there are
markets. Still, certain strategies do seem

i 7
No one is sure what
will happen to the
local television
business near-term.

to repeat themselves from place to place.
Some stations are boosting marketing
and promotion efforts. Others are beefing
up local programming, tailoring it not
only to their viewers but to their adver-
tisers’ needs. At some stations, sports or
news is taking on more emphasis, while
others are gambling on high-priced syndi-
cated shows such as The Coshy Show and
Who’s the Boss?

Perhaps the first thing that happens, as
happens in any industry when revenues
decline, is that the whip comes down.
From programming to personnel, station
operators scramble to cut costs. Chroni-
cle’s Francis Martin, who oversees one
independent and four affiliate TV sta-
tions, says many broadcasters are now
“wringing the fat out” of operations that
had built up layers of luxuries, especially
in staffing. “There’s no magic number of
employees necessary to operate a televi-
sion station,” he notes. “At the same
time, there’s no special relationship be-
tween film-amortization costs and per-
sonnel and operating costs, which are the

three components of a tele-
vision station. So you start look-
ing at all those rather carefully.”

Film costs, once they are con-
tracted for, are fixed. So any sav-
ings devised today won’t come in-
to play for several years. But the
payroll of a station is temptingly
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fluid. Local stations are starting
to play out the painful personnel-cutting
drama that’s become a mainstay at the
networks.

“You start saying, ‘Well, maybe 50 per-
cent of what this person is doing is essen-
tial and maybe 50 percent isn’t,” ” Martin
says. “And you start redefining tasks and
consolidating to see how you can wring
out some efficiency.”

The goal is to trim everything except
what’s absolutely necessary to keep the
station on the air, still with quality pro-
gramming. Explains Martin, in TV-
industry managementspeak, “You look to
see if a dollar expenditure is screen-
oriented: Does this dollar go directly to
the screen, or is it really a third-tier or
fourth-tier dollar that in an attractive en-
vironment I'm willing to spend and hap-
py to spend, but in fact is a nonessential
expenditure?”

n a period of mounting economic
pressures, no one would argue with
local TV operators taking a long,
hard look at costs. However, it
doesn’t necessarily mean this is a time for
wholesale budget slashing either. Some
operators counter that this is the time to
invest, to pump up the volume on all
fronts—sales, promotion, advertising and
programming—in an effort to drown out
the competition, or at least keep it at bay.
Jim Coppersmith, the general manager
of WCVB, Boston’s ABC affiliate, is an
adherent of the “it takes money to make
money” school. “Localism, localism, local-
ism,” he says. Coppersmith can’t repeat
that word enough. “We believe that the
best thing you can do is to be unique, and
that means local news, local sports and lo-
cal entertainment.” It embodies his way
of dealing with a hyperkinetic market-
place, where cable and VCR penetration
is high, the other network affiliates are
strong and a couple of tough independent
stations fight for viewers as well.
Coppersmith’s brand of localism means
local programming—he does 40 to 50
hours a week of it, which is at least 25
percent more than an average major-
market affiliate. WCVB’s commitment to
local programming means a relatively
huge production staff for state-of-the-art
production values. It means aggressive
spending for promotion and a sales ap-
proach that believes the economic future
of local TV is “more on Main Street than
Madison Avenue.”
Yes, Coppersmith admits, “it takes a
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OVER 25 MILLION KIDS
AND TEENS ARE WATCHING
SUPER MARIO BROS.
STOMP OUT TURTLES,
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AND SPEEDING BULLETS.
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WATCH THEM
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phenomenon ever to hit this country,
The Super Mario Bros. Super Show is a
concept so innovative it will revolutionize
children’s television.

/ DIC, the hottest producer of chil-
dren’s shows, joins forces with Viacom, the
/ worlds’ largest independent distributor of

programming, to create an all new show
based on a world that’s already tested and
proven...a breakthrough television format
that combines live action and animation in
an innovative daily half-hour that is
unstoppable.

Super Mario Bros. Super Show...the
once in a lifetime programming
opportunity guaranteed to crush
the competition.
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Viacom.
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lot of money.” But his station’s parent,
Hearst Corp., is willing to fund his cam-
paign. “Hearst isn’t saying to me, ‘We’re
coming into a tight economy, you’ve got
to cut.” What they’re saying to me is, ‘Do
you have the dollars you need to com-
pete?’ ” Besides, most WCVB-produced
programming, such as the news-
magazine show Chronicle, makes the sta-
tion money, he says. And as proven by
the success of shows such as PM Maga-
zine, which originated on a Group W sta-
tion, and A Current Affair, which was de-
veloped by the Fox-owned station in New
York, locally produced programming
sometimes finds a luerative national audi-
ence via syndication. WCVB’s own
Chronicle this fall began a run on the
Arts & Entertainment cable network
(which is partially owned by Hearst).

The kind of spending-intensive formula
of localism that WCVB promotes may be
fine for a network affiliate owned and op-
erated by a major media conglomerate.
But it can be a tough order for smaller
stations without substantial resources.
The part of the equation that does apply,
however, is localism. Says Coppersmith,
“The station that doesn’t provide a local
uniqueness won’t have a reason to be.
Why should somebody in Peoria tune in
to local channel 99 when they can tune in
a cable superstation or network that has
the kind of production quality on par with
a network affiliate?”

Rick Scott, executive v.p. and general
manager of KRLR in Las Vegas, a small,
family-owned independent in a medium-
sized market, concurs with Coppersmith.
Scott’s operation, the only UHF station
in Las Vegas, not only competes with the
affiliates, cable fare and a market that
has the third-highest VCR penetration in
the country but is up against Meredith
Broadcasting’s KVVU, one of the oldest
and strongest independents in the nation.
“You can’t be a UHF in this market and
not be a bit uncertain about the future,”
admits Scott.

Despite daunting competition, one type
of local programming has helped KRLR
hang on: University of Nevada at Las
Vegas basketball. “One of our main
strengths is that we produce and air
UNLV basketball,” says Scott. “The
only other thing this town cares about be-
sides gambling is the Rebels, the UNLV
basketball team—it’s about the only thing
we have that unites us.”

Such live, local programming keeps
viewers tuned in and familiar with the
station. Of course, the most common way
of building a local identity—and one that
generates revenues as well—is news. Ac-
cording to a recent study by the Radio-
Television News Directors Association,
70 percent of local TV news operations
make money. News profitability has
stayed steady, although with increased

competition the news departments have
begun to cut back staff, to avoid losses.
Indeed, in the top 25 markets, where
competition is keenest, there has been
more than a 7 percent reduction in news
staffs.

“Where we’ve seen the biggest decline
in local TV news is in that 11 p.M. news-
cast,” observes Bruce Northeott, presi-
dent and COO of Frank N. Magid Associ-
ates, a leading TV consulting group.
“Viewers have so many other news op-
portunities during the day, whether it’s
CNN, other local newscasts or the na-
tional news, that a lot of them don’t see
any need to watch a late-night newscast.”

Stations are starting to react to the
late-news viewership decline. Northcott
points to stations that have restructured

low growth and

shrinking fortunes are
driving some major
media companies out
of local TV.

their 11 P.M. newscasts—such as Seattle’s
CBS affiliate, KIRO, and the Richmond,
Va.,, ABC affiliate, WXEX—to a 15
minute sprint through news, weather and
sports, followed by a 15-minute “closeup”
segment on one or two stories.

Some local stations are building their
news and information programming be-
yond traditional time slots in an attempt
to bolster image and profits. “We’re in an
extremely crowded field, and where we
can stand out is in programming we con-
trol, which means news and information,”
says Andrew Fisher, v.p. and general
manager of Atlanta’s WSB, an ABC affil-
iate owned by Cox Enterprises.

Fisher notes that in the four years he’s
been running WSB, every department
has shrunk except news and sales. Intrin-
sic to his approach to producing success-
ful, profitable news and information pro-
gramming is to make sure it gets a
multilevel push: Often, equal amounts of
care go into producing, promoting and
selling ads in the programming. Case in
point: A WSB-produced prime time docu-
mentary on runaways in Atlanta received
the support of in-house-produced PSAs,
editorial and news stories on the station’s
regular newscasts highlighting the prob-
lem, plus plenty of traditional advertising

support. The program took its
time period with a 26 rating and a
40 share.

“We’re not out to do public-
service programming that’s bur-
ied in the schedule and that no-
body is going to watch,” says
Fisher, a veteran news director
before becoming a general man-
ager. “When we produce something in-
house we make sure it will be watched
and make money. Our competition is too
tough for us to be haphazard about this.”

It’s not simply in top-20 markets like
Atlanta that stations are feeling the com-
petitive heat. Several years ago, Bob
Krueger, general manager of KTVB, the
NBC affiliate in Boise, Idaho, began to
worry about the creeping threat of cable
in his market. “There were starting to be
so many other sources of television, what
with cable’s 36-some channels, it was
bound to cut into our pie,” he says. “We
started looking at how this station could
single itself out.”

His response centered around the sta-
tion’s information programming. “Our
strategy was to try and position KTVEB
as the dominant news leader in the mar-
ket,” Krueger says. “We have achieved
that, and we continually strive to
strengthen the perception. We call our-
selves Idaho’s News Channel. It’s all
been purposely planned out, and it’s
proved to be a very wise and rewarding
move.”

For a lot of station operators, primarily
independents, KTVB’s approach is tanta-
mount to suicide. “No news is good
news,” quips Harlan Reams, general
manager of Wichita’s KSAS, an indie.
“You go to NATPE or INTV, and all you
hear is localism, localism, localism, which
means more news and more news. You
listen to that stuff and, before you know
it, you’ve got a news staff of 100 people,
like an affiliate.”
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xcept for a kids’ show and a lit-

tle college basketball, Reams

shies away from original pro-

gramming. KSAS takes Fox’s
Saturday and Sunday night feeds, but the
rest of the time the station plays down
and dirty—counterprogramming the com-
petition with shows bought cheaply. “We
can’t be everything to everybody. There
is no bad TV,” says Reams, admitting he
has learned from past experiences of car-
rying heavy debt from expensive syndi-
cated programming. He points to a strat-
egy of opting for relatively low-priced
shows such as The Brady Bumnch, which
delivered the youthful demographics he
wanted when it ran against the much
more expensive M*A*S*H. With a tight-
fisted approach to programming costs,
Reams claims his station, the market’s
sole independent, can make money with

WWW americanradiohistorv com

CHANNELS / FIELD GUIDE 1989

19



5
s
=2
z

UL "IN XOF WOH JO SITW NIy PAAIASA SYBLL | [V DUT ‘DO XOF AWOH ¥861 O




When your subscribers want to see hit movies like
Moonstruck and stars like Cher glowing in their homes, there’s
one place they can turn—HBO? That’s where they’ll see
more of the best and the biggest films that Hollywood has
to offer. Coming attractions exclusive to HBO include
Commg 1o America, A Fish Called Wanda, Nuts, Hope and Glory,
“Crocodile” Dundee II, Empire of the Sun, Baby Boom,
Beetlejuice and Suspect.

Let’s face it, subscribers turn to HBO to see the best movies.

And since it's of paramount importance that subscribers continue
to see the best Hollywood has to offer, HBO has added
Paramount to its roster of major studios that already includes
Warner Bros., Twentieth Century Fox, Columbia and MGM/UA. With a
lineup llke that it’s no wonder that the majority of first-run
titles currently licensed to pay TV will show up on HBO
in 1989. And it's no wonder that a great “Cher” of your subscribers
will want to keep on watching.

The Best Time On TV
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only 10 or 11 percent of the mar-
ket’s estimated $350 million in
TV ad revenues. And if it can
grab more than that, it can make
a lot of money. “This isn’t brain
surgery,” he says.

Odyssey’s Finkelstein, who con-
trols two independent stations in
addition to an NBC affiliate,
echoes Reams’ strategy. The high-priced,
hyped-up top syndicated shows bring with
them a daunting amount of risk.
Finkelstein argues that it’s better to settle
for a lesser rating than face enormous pro-
gramming bills. “All TV businesses have
to learn how to get their costs under con-
trol,” he says. “The idea of winning in the
ratings by a war to take the other guy’s
share away is a zero-sum game. If you
lose, you lose big. The bills will come in for
Cosby for some years to come.”

Premium programming costs have al-
ready proved to be too much to handle for
some independents. According to a re-
cent survey of the top 50 markets by the
ComCapital Group, 15 indies acknowl-
edged being in “financial distress,” and
half of those stations cited high program-
ming costs as the source of their troubles.

Whether they respond by scaling back
spending or aggressively going after new
sources of revenue, stations should con-
sider themselves on red alert as they en-
ter the 1990s. “The business is clearly go-
ing to get significantly more difficult,”
says Morgan Stanley’s Rattner. “I think
we're looking whead to a couple of years
of very slow growth in cash flow, at best,
and I see substantial risks that the situa-
tion could be worse than that.”

Rattner’s worst-case scenarios include
an economic recession or slowdown that
would affect every advertising medium—
cable, broadcast, newspapers—or an ac-
celeration in audience erosion from local
TV. “If fragmentation really gets bad, or
the impact on advertisers is greater than
expected,” he says, stopping just short of
being a prophet of doom and gloom, “it
could cost local television quite a lot of
money.”
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nfortunately, so will most of

the plans to win back viewers

and increase revenues. High-

definition television, which
many expect to have the usual consumer-
fascination factor that can drive up
viewership, will also require new trans-
mitters and studio setups. Says KTVB’s
Krueger, “That’s going to be a tremen-
dous burden.”

If local broadcasters want to expand
their advertising universes and increase
their revenue streams, that will cost a lot
of money, too. The requisite training and
staffing to transform a sales department
into a multifaceted marketing force, and
doing the research to support it, doesn’t

Where Ad Dollars Land

New competitors and increasingly aggressive local-sales efforts have
changed the way television divvies up its advertising revenues.
The total pie has increased 58.2 percent over five years, from $16.8 billion
in ’83 to $26.6 billion in ’88.

1988*
Big Three nets (S MIL)
$9,435 (35.5%)
National spot
$7,325(27.5%)
___Other cable
b Cable Networks $363 (1.4%)
y,,%ﬂ,o:zz (3.9%)
Qy,
Local spot ‘91500
$7,525 (28.3%) Ryq,
%)
Big Three nets
$6,955 (41.1%)
Other cable
$60 (0.4%)—

Cable networks —
$331(2.0%)

1983 icati Local spot
(S MIL) 3;33‘5‘78‘;") $4,345(25.8%)
Source: McCann-Erickson; cable data from Paul Kagan Associates.  *Estimated

National spot
$4,827 (28.7%)

come cheaply.

Any refinement of programming strat-
egy—whether it involves udding more lo-
cal news or buying this season’s must-
have syndicated show—requires extra
cash, plus it brings the added expense of
promoting the new schedule above the
competitive din.

Some industry observers think the way
to go is consolidation. One part of that
equation is simply to realize economies of
scale—in purchasing everything from
programming to office supplies and com-
puter systems. There are those who be-
lieve the FCC may even remove the
12-station cap on station ownership, mak-
ing larger groups possible, but that may
be wishful thinking.

Another sect of the consolidation crew
is buying stations to close them down.
Their argument is that the industry ex-
panded too fast, and now there aren’t
enough viewers or ad dollars to support
s0 many stations. They point to single-
market, multistation buys by Pappas
Telecasting and ACT 111 Broadcasting (a
division of the company that owns Chan-
nels) as the first wave in that direction.

Most broadcasters still tout their indus-
try, adopting a prognosis that, while
downscaled, is still optimistic. “To dis-
cuss our business ten years ago is to dis-
cuss history,” affirms Bob Regalbuto,
president and general manager of Hub-

| bard Broadcasting-owned KSTP in Min-
neapolis. “This is still a wonderful busi-
ness. It’s not as wonderful as it was, but
it’s wonderful compared to any other
business that T know.”

Others note that despite the consider-
able gains of cable, it still can’t reach ev-
ery household in a given market with an
advertiser’s message. “Broadcast televi-
sion remains an extraordinarily effective
medium,” says Chronicle’s Martin. “We
have a signal that reaches 100 percent of
a market’s households. Cable doesn’t
come close to that kind of appeal.”

But this is no time to be bragging about
superior penetration. The cable commu-
nity counters that in this era of target
marketing, broadcasters’ blanket cover-
age is not necessarily an advantage. The
days of double-digit revenue growth for
local television have come to a close—and
the prospect of either slow growth or
shrinking fortunes is already driving
some established broadcasting companies
out of the business. The key to the future
for local operators will be how quickly
and aggressively they battle for viewers
and ad dollars. “Next vear is going to be
a scary year,” one industry executive
said recently. Up until now stations have
been waging a war of containment—and if
that strategy doesn’t change, they soon
will be in full retreat.

J. Max ROBINS AND JOHN FLINN

L
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The Boom That Wasn’

It was supposed to be a great year for the
broadcast networks and cable. What happened?

or many people in the television

industry, 1988 was a most con-

fusing year. It was a year that

was supposed to bring a great
advertising boom, one propelled by the
combination of the Olympic Games and
hotly contested national elections. It was
supposed to be a time when network pro-
grammers were going to assert their indi-
viduality with unique, big-event pro-
gramming and targeted “dramedies.”
And 1988 was supposed to be the best of
times for the cable industry. The year
was none of those.

On the advertising front, especially for
local station operators, 1988 was a signif-
icant disappointment, with the year’s sec-
ond quarter catastrophically bad for
many broadeasters. The Olympics,
though underappreciated as a major boon
for NBC’s owned stations and a positive
development for many NBC affiliates,
failed to deliver promised national rat-
ings numbers. And what had appeared to
be a hotly competitive primary race for
the nominations of the two political par-
ties petered out in the midst of a national
election that seemed to leave most Amer-
icans exasperated, confused or uninter-
ested. So much for the so-called quadren-
nial year.

Further, 1988, a year when cable tele-
vision was to come into its own with a
wealth of new opportunity, ultimately be-
came the year in which cable became a
popular whipping boy for politicians and
competitors. Some national politicians,
inspired by the promise of a deregulated
cable business, openly bemoaned their
votes just four years before that freed
the cable industry from most regulation.

Other events were equally surprising,
even for the most savvy of experienced
television hands. It was a year that saw a
veteran news executive, Howard String-
er, who oversaw a tough reconstruction
of CBS News, move to a new post in
charge of CBS’s efforts to develop situa-
tion comedies and action/adventure se-
ries. It was also a year that saw a veteran
print journalist, Michael Gartner, end up
in charge of NBC News, and a sports TV
executive, William Grimes (responsible
for the success of ESPN), end the year

|
|

OVERVIEW

running Hallmark’s moves into Spanish-
language television. Moreover, 1988 was
a year that saw the most ballyhooed new
cable network in recent years, Turner
Network Television—which promised to
create television so unique that cable
nonsubscribers would sit up and take
notice—launch its service with a 50-year-
old movie that virtually everyone in the
country had already seen at least once.
It was a year in which Hollywood writ-
ers closed down production studios, serv-
ice businesses and trendy Beverly Hills
restaurants by striking against a studio
system that had made many of its mem-
bers rich beyond even the wildest dreams

elevision pros

in 1989 will grapple
with a difficult and
confusing strategic
environment.

of the nation’s film and television facto-
ries. In fairness, it was a strike designed
to help the fortunes of the several thou-
sand television and film writers who may
not have gotten rich off the Hollvwood
system, but one in which the results—and
winners and losers—remained unclear
even well after its August resolution. At
least the strike of '88 became an event
from which the nation’s TV viewers be-
came aware that their television system
was certain to face years of disruption as
its revolution continues into the 1990s.
And it was a year when the industry
started to recognize the end of the basic
relationship between the viewer and set—
the dynamic that for more than three dec-
ades had made the viewing of TV pro-
grams a staple of family life. American
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consumers increasingly decided that flip- |
ping through the dial—grazing—was a po-
tentially more satisfying experience than
watching one program at a time. Adver-
tising experts, who had long since recog-
nized remote control as a nemesis, moved
to add often bizarre stylistic touches to
commercials in an effort to restrain the
urge to flip, fast-forward, wander and
graze.

That’s not to say 1988 wasn’t a year of
some predictable events. Network audi-
ences continued to move to other viewing
alternatives; relations between the Big
Three networks and their irreplaceable
affiliates soured further. More affiliates
moved to preempt the fare fed to them by ‘
network programmers, and some affili-
ates called for the departure of network |
leaders. It was a year in which Bill
Cosby's situation comedy broke syndica-
tion price records and The Cosby Show
moved from weekly visits to the Ameri-
can living room to daily ones. The Big ‘
Three networks continued to prune oper-
ations, cutting overhead as their business
further downsized.

In addition, 1988 saw the independent
station and syndication business continue
to consolidate and presumably gain
strength for the future through that proc-
ess. And it was a year in which the large
cable operators continued to buy sys-
tems, add subscribers and tighten their
firm grip on the increuasingly popular
basic-cable programming field.

What the unpredictable and predicta-
ble events of the year portend for 1989
are more surprises. The government is
preparing to restudy the deregulation of ‘
both broadecasting and cable, and once
again the network and production busi-
nesses are trying to reach a long-sought
compromise agreement over the increas-
ingly important financial interest und
syndication rules. Most sectors of the
communications industry, meanwhile,
awaited the inauguration of a new Presi-
dent, a presumably eager Congress and a
revamped FCC with considerable appre-
hension and uncertainty.

The cable industry, perhaps, faces the
most unpleasantness in 1989, with the po-
litically powerful and astute Hollywood
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studios ready both to cut deals with the
Big Three and hammer at cable opera-
tors, their current whipping boys. More
important for the cable business, the na-
tion’s telephone companies—enterprises
that dwarf the TV industry—are loaded
with cash, have already been split apart
by federal edict and are preparing for a
political assault aimed at winning the
right to deliver video into the home, a
possibility that made cable operators apo-
plectic and left broadcasters considering
an odd marriage with cable to hold off a
telephone company onslaught.

Meanwhile, many of those same cable
operators, while understandably focusing
on investments in programming that
might lure the half of the wired popula-
tion that continues to refuse cable sub-
scriptions, continued to exert their
own control over cable program net-
works. That trend galvanized Hollywood,
which claims to be threatened by the fact
that the same people who own the wire
into the home increasingly own the fare
carried over those cables. That political
and strategic conundrum for cable opera-
tors looms as the fundamental strategic
issue facing the entire programming busi-
ness as 1989 dawns.

NBC, meanwhile, proposed a business-
news venture on cable, CBS earnestly
considered how it too could once again
take advantage of the compelling cable
network programming economics, and

ABC looked to expand its three-cable-
network position. But at a time when no
facet of television programming looked to
be in better strategic position than cable
programmers, with their dual streams of
revenue to back program investments
and the powerful system operators fund-
ing many of their ventures, the situation
that brought about that strength also ap-
peared to be cable’s most significant po-
litieal vulnerability.

ound a bit confusing? Undoubt-

edly it was even more puzzling

to the managements of ABC,

CBS and NBC and to their affili-
ates, advertisers and program suppliers.
For as loaded with surprises and compel-
ling plot lines as 1988 appeared to be, the
likelihood of more industry drama in 1989
is certain. Can cable gain another major
foothold in televised sports and garner
pieces of the hotly sought Major League
Baseball and 1992 Olympics contracts?
Could an avalanche of network sitcoms at
least hold current network viewers and
perhaps begin to slow the slide of others
to the networks’ competitors? Can the ca-
ble industry, already unable to market
consistently and successfully its current
product, absorb the introduction of at
least two new networks—TNT and NBC’s
CNBC—without further confusing view-
ers? How would the national television
news structure survive with owners com-

mitted to turning historically philan-
thropic endeavors like news divi-
sions into profit-making organiza-
tions? And finally, would the slowing of
advertising growth in local television put
so much pressure on affiliates that they’d
be forced to take seriously their ongoing
threats to defect from their networks?
Those complex issues, laid over the
backdrop of a Washington regulatory
structure apparently now frightened of
cable and eager for political reasons to
preserve so-called “free television,” lay
out the scene for what should be a surpris-
ing 1989. The government will make
some waves, but Washington will remain
a distant secondary issue for most tele-
vision professionals as they grapple with
a difficult and confusing strategic envi-
ronment. Diversification by broadcasters
and others into cable will continue.
Foreigners—like Britain’s Television
South, whiech recently aequired MTM
Productions, and Australian Christopher
Skase, who recently took control of Hal
Roach Studios—will also help reshape the
configuration of the television industry.
But the toughest dilemmas in television
will, as they often do, revolve around
programming—making programs in a cost-
effective manner, developing compelling
television that is grazer-resistant and
helping confused viewers find the impor-
tant programming out there that’s pass-
ing them by. MERRILL BROWN
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he Pendulum Swings

THE REGULATION SCENE
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Regulation is coming back, as cable TV
becomes the focus of a variety of communications issues.

s the communications industry | Now, as Capitol Hill’s cries of antitrust
prepares for 1989, a year in | grow louder and telco interest in informa-

which the next decade’s com-

munications policy will likely
be formed, the cable TV business must
prepare for battle. Cable has become a
lightning rod for legislators and regula-
tors, and change may be coming not only
in the manner in which programming is
delivered but also in who delivers enter-
tainment to the home.

The emphasis on cable won’t, however,
exclude other communication forms from
regulation. Cable joins broadeast TV, ra-
dio, satellite and others in dealing with
government initiatives aimed at serving
the “public interest” by stimulating com-
petition, reducing monopolies and regulat-
ing the flow of information.

Cable’s biggest concern will be wheth-
er telephone companies (telcos) will be al-
lowed to offer information services. And,
while telco/cable cross-ownership is of
concern to broadcasters, they will have
problems of their own. Congress will like-
ly renew efforts to reimpose the Fairness
Doctrine.

Elsewhere, 1989 will see a somewhat
stagnant Justice Department become ac-
tive. The Federal Trade Commission, vir-
tually dormant the last eight years, may
begin to suggest tighter reins on a lightly
regulated advertising market. And the
Federal Communications Commission,
which spearheaded communications de-
regulation under the Reagan administra-
tion, may begin to travel down other
roads. The National Association of Attor-
neys General may renew attempts to tax
and regulate advertising. Senator Ernest
Hollings (D-S.C.) will continue to press
his proposed spectrum fee, which would
charge broadcasters for using the air-
waves. Must-carry rules, which require
cable systems to carry local broadcast
signals, may rise again. These initiatives—
along with the Fairness Doctrine, recent-
ly passed children’s television legislation
and other measures—make it clear regu-
lation is returning after an eight-year
honeymoon.

The cable industry first grew defensive
as a ground swell of concern rose over its
control of video program distribution.

tion services becomes serious, cable has
every reason to expect regulation.

“The message that is coming through
loud and clear is that perhaps we should
revisit our decision to deregulate cable,
and I can tell you that if rates continue to
spiral upward, this senator will urge that
Congress do just that,” said Senator
Howard Metzenbaum (D-Ohio), chairman
of the Senate antitrust subcommittee, at
a hearing on cable TV last May. In Octo-
ber, the government’s General Account-
ing Office released a report substan-
tiating Metzenbaum’s claims that cable

roadcasters

will continue to face
issues dealt with in
1988: fairness, ads,
children’s TV.

rates were increasing.

Metzenbaum’s comments represent
just a taste of what cable facesin’89. The
FCC’s decision last spring to reimpose
syndicated exclusivity, or “syndex,” has
been followed by petitions for reconsider-
ation and endless comments responding
to those petitions. Syndex most likely
will wind up in the courts. Must-carry
will likely be decided in the next Con-
gress. Rep. John Dingell (D-Mich.), chair-
man of the House energy and commerce
committee, often reiterates his desire to
force cable to carry local broadecast sig-
nals. A wave of anticable sentiment could
push must-carry through on the Hill,
most likely tied to a measure requiring
cable operators to carry local signals in
order to receive compulsory licenses.

An expected renewal of activity within

|
|

the Justice Department might begin with
a new look at anticompetitive practices
cable subscribers and opponents claim
are widespread. The telcos’ entrance into
cable may be seen as a way to enhance
competition: It would create an environ-
ment in which the viewer has more
choice. The Justice Department, paired
with what should be a procompetition,
antimonopoly Congress, may end cable’s
party. If it doesn’t, somebody else will.

Although telcos are prevented from en-
tering cable by three things—the FCC,
judicial mandates from the AT&T divest-
iture case and the 1984 Cable Act—winds
of change are starting to blow. “This be-
lief in competition has led us to consider
telco entry into the cable business—many
predict we’ll see telco entry in the not-
too-distant future,” says FCC chairman
Dennis Patrick.

The FCC is not the only one making the
suggestion. Rep. Howard Nielson (R-
Utah) introduced legislation to eliminate
the statutory ban that prevents telco en-
try into cable. A National Telecommuni-
cations and Information Administration
study on the issue said, “The problems
which are foreshadowed by the trends to-
ward vertical integration and ownership
concentration in the cable business could
be largely diminished by greater compe-
tition in the local market.” It appears in-
evitable that telephone companies will
enter the business of providing informa-
tion services by the mid-1990s. Their en-
trance promises to reshape the industry.

For broadcasters, the Fairness Doc-
trine is the largest hurdle to clear in 1989,

“The key issue is the Fairness
Doctrine—that’s the way it is because
that’s what [energy and commerce com-
mittee chairman] Dingell wants,” says
Larry Irving, majority counsel of the
House telecommunications and finance
subcommittee. Other issues concerning
broadcasters “won’t move until the Fair-
ness Doctrine moves.”

The Fairness Doctrine has further
strained the relationship between Con-
gress and the FCC. The FCC repealed
the Fairness Doctrine in 1987, and chal-
lenges to the repeal were being heard in
court at press time. Dingell and Hollings,
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who was chairman of the Senate commu-
nications subcommittee and is now chair-
man of the commerce committee, want
Fairness Doctrine legislation enacted. A
new administration makes likely a heated
battle over that issue.

“The only one who wants the Fairness
Doctrine reimposed is Congress,” said
communications attorney Ian Volner of
Cohn and Marks, a Washington law firm.
“I don’t think the American public is ter-
ribly upset, and I think broadcasters,
though they never thought it was quite
as severe a problem as it was made out to
be, are happy to see it go.”

As for children’s TV, President Reagan
in November vetoed legislation that
would have reimposed restrictions on
programming. The bill would have limit-
ed advertising during kids’ programming
to 10.5 minutes an hour on weekends and
12 minutes an hour on weekdays. Broad-
casters would also have been required to
provide educational programming for
kids as a condition of license renewal.

Looming next year, key staff members
for Hollings confirm, is his desire to see
action on the Communications Transfer
Fee Act of 1987. The bill, part of
Hollings’ continued attempts to make
broadcasters and others pay for using the

airwaves, calls for a fee on the transfer of
spectrum licenses.

Meanwhile, setting the stage for 1989,
Rep. Tom Tauke (R-Iowa) introduced the
Television Self-Regulation Act of 1988,
hoping to resolve some of the key commu-
nications issues before the end of the dec-
ade. Tauke’s bill would give the industry
an antitrust exemption to allow discus-
sion of self-regulation among broadcast-
ers, which would let the industry draft its
own guidelines on kid-vid ads, TV vio-
lence, alcohol advertising and balanced
news programming. While the bill ad-
dresses the same concerns . Senator
Paul Simon’s (D-I11.) bill on TV violence,
the Tauke bill could stifle a number of
battles on the Hill.

Although the bill may indeed delay the
inevitable, it could eliminate whatever
steam is left in the Fairness Doctrine
fight, and it should work in conjunction
with sweeping antipornography legisla-
tion that was passed by the Senate in late
September.

On the advertising front, the Federal
Trade Commission has suggested new
legislation aimed at limiting false and de-
ceptive advertising. Last year, with the
FTC virtually inactive, Capitol Hill took
hold of the advertising regulation reins.

Tobacco and alcohol ad bans continued to
be high on the list of priorities. But one
bill expected to move more quickly than
any outright bans is Senator Metzen-
baum’s Senate Bill 2525, which would em-
power state attorneys general to cite
“unfair or deceptive acts or practices in
or affecting commerce, if the attorney
general believes such acts or practices
may affect the state or its residents.”
The bill would give states power to sue
national advertisers. If the bill is passed,
it could set precedents that would ad-
versely affect both local and national tele-
vision advertising.

Broadcasters will continue to face re-
newed efforts by Capitol Hill to regulate
them. In regulators’ eyes, broadcasters
have fallen down on their responsibility
to serve the public interest. “Central to
the prevailing broadeast regulatory
scheme is the concept that the govern-
ment should, first, license broadcast sta-
tions in the ‘public interest’ and second,
somehow police their performance to en-
sure compliance with that elusive stand-
ard,” according to the NTIA’s recently
released Telecom 2000 report. Broadcast-
ers appear bound to get hit by the swing
of the regulation pendulum.

DAN SPRINGER

36 CHANNELS / FIELD GUIDE 1989

WWW.americanradiohistorv.com

ILLUSTRATION BY DAVID GORDON



] s EEe ;-.-.. [ | .===
e a SSEEE EENEENEEEES
& a =I LT rrrrry ]
| 2 SEEEEESEEEENEEEEEEEEE
[ aEERANEEIRESNEEERRESE
S0 S5 SEEE & EEENEEEEEEEGEEEasE
1,8 o R T it
Are Seeking Video Production pgs sSssSS SESSSSSSSSSSSSSSES
Companies, Distributors, Video Ven- BB _Sal e S e e
dors. Etc. 5N EEE § SESSEESSESSSNEEREEEEN
4 a 8e .l.l SEEEEEESEEREaEaEE
. SENEEEEDEEEREEEEEE
| 5E SEEESE EEaEE
0 NEas --.....==.
Produce Video Preview Pro- @ sEEm
grams Highlighting Little Known or . " = - —
Limited Released Video Movies g S
al ]
= L]
TO BE SHOWN IN OVER 5.6 MILLION HOMES | .. .. -
y ) = -
= 8 o |

ADVERTISE & PROMOTE DISTRIBUTIONS I ikl — 211
a SEREu LS
[ | I Illl BEERERER

SESENEEEEEEEE DaEBER
| . ® © 0 EENENEGERSEENES
For More Information Contact .. ..-.........\.\........
TELNCOM | a HESEPEENEEERENEN NN
Donte Wilson i lulll\ll llllllllllll\llll
e N 5SS SESENEEEREEE SN
NS I\l lllllll llllllllll\llll
17819 8. Lysander Drive f EEE NERREAREEREEEEERERES
Carson, CA 90746 2 SEEESRESEEEEEREEERGEEE
L] @ SEE _EEEE lllll\l nEREEEE




ART APPR

(Or, Why Some Of The World’s

No IFs, ANDs, or BUTs about it... WIN, LOSE OR DRAW is

the hottest thing going in syndication today. Last year, it

took off like a finishing in the #1 spot among new
shows in syndication. And this phenomenal first-year success

continues in 1988: after a hefty 53% NTI rating increase, we're

now the #4 first-run syndicated strip and the #3 syndicated

=T
game show. In a §FLY WIN, LOSE OR DRAW is strong

and getting stronger! Its celebrity fun and fast-paced excite-
ment appeal to everyone, especially M demos, like
young adults. That's why WIN, LOSE OR DRAW gives pro-
grammers a unique opportunity to dominate big-money
dayparts. Don'’t believe us? Ask WCBS-TV in New York.

Skeptics in the Big #88&) thought the station had bit off more

Source: NTI 9/87-10/88: New York Nielsen 10/87, 10/88, ©1988 Buena Vista Television, Inc.
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Worst Drawings Are Priceless)

than it could chew when it debuted WIN, LOSE OR DRAW
in the traditional CBS EVENING NEWS time slot. But now
the folks at Channel 2 are rather pleased with the move —
having scored an impressive young women demo increase
at 7PM. Across the Win markets big and small, the
story’s the same... WIN, LOSE OR DRAW has access clout!
Renew now for the third blockbuster season to keep its
powerful ratings & working for you. Keep WIN,
LOSE OR RA\X/ in access and just ﬁ'©’ your ratings

| and demo picture brighten. 1It's the perfect

way to draw upon our success.
Because everyone’s a winner

with WIN, LOSE OR DRAW.
o

Buena Vista
Television

A BURT & BERT rronuction iv associanion writs KLINE & FRIENDS anvikiising saus CAMELOT
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THE INTERNATIONAL SCENE

Here Comes 199

When the Single European Act takes effect in
three years, it will shake up U.S. TV companies.

urope—the most important for-
eign market for American tele-
vision executives—is speeding
toward radical change in its
trade policies. In preparation for 1992,
when the Common Market is supposed to
fulfill the promise of its name, changes
are being proposed that may have far-
reaching effects on U.S. companies.

Already under way or under debate are
changes in advertising regulations, copy-
right and possible imposition of new im-
port quotas.

The past five yvears of growth in the Eu-
ropean market came at just the right
time for U.S. producers caught with in-
creasing production deficits. Squeezed
between escalating costs, level network
licensing fees and the syndication mar-
ket’s financial downturn, producers went
overseas In search of new income—and
found it.

New European channels (both satellite
and terrestrial), more broadeast hours on
existing channels, the privatization of na-
tional broadcasters and the initiation of
commercial television all have contrib-
uted to an increased demand for pro-
gramming. Since 1980, in Ttaly, France,
Germany and the United Kingdom, there
has been an approximate 50 percent in-
crease in television time, American com-
panies have been the primary—although
by no means only—beneficiaries. For
many a pinched producer and distributor,
program-hungry European clients have
made the difference between profit and
loss on series.

But now—with 1992 looming—Amer-
ican companies must remain alert to
changes in the works.

By December 31, 1992, 12 European na-
tions will become a single trade zone—a
market of 320 million consumers (nearly
as large as the U.S. and Japan combined)
without interior barriers—thanks to the
Single European Act passed on July 1,
1987, by Common Market member coun-
tries. The Common Market, now more of-
ten called the European Community, in-
cludes Belgium, Britain, Denmark,
France, Greece, Ireland, Italy, Luxem-
bourg, the Netherlands, Portugal, Spain
and West Germany.

The Single European Act envisages a
trade environment similar in many ways
to the one that prevails in the U.S. be-
tween the states: free flow of currency,
goods and serviees, in short, no barriers
(such us taxes and quotas) on goods cross-
ing borders. Many suspect some years
may elapse before such a utopian vision
of a unified Europe becomes real, but few
doubt that eventually a large
Euromarket will materialize.

In preparation for the big year, the Eu-
ropean Commission, the administrative
arm of the EC, is issuing some 300 direct-
ives that will harmonize and in some
cases standardize regulations within
the Community. Already, controversy
abounds. Proposed directives designed to
standurdize the regulation of advertising,
for example, have raised howls of protest
from several countries, including Britain.
Last fall, Prime Minister Margaret
Thatcher unleashed a broadside at Brus-
sels, the home of the EC, warning that
Britain had not “successfully rolled back
the frontiers of the state ... only to see
them reimposed at a European level,
with a European superstute exercising a
new dominance from Brussels.” But
there is controversy on all sides. At the
opposite pole from the Thatcher free-

|

market philosophy is an emerging protec-
tionist attitude toward countries outside
the Community.

Such controversy should come as no
surprise. In the past, Europeans have
fought wars over less. For centuries, Eu-
ropean countries have fiercely protected
their borders, partly to foster their own
economic interests and partly to preserve
their cultural heritages. And the determi-
nation to preserve national advantage
and identity persists today. But by 1992’s
close, important aspects of this very nat-
ural tendency must change, and it won't
be easy.

For those in the television industry on
both sides of the Atlantic, there are rip-
ples of concern over possible changes in
currently accepted business practices.

The push to stundardize some regula-
tions has resulted in a number of provoc-
ative proposals. The Council of Europe (a
21-member body made up of European
foreign ministers, distinet from the
12-member European Commission, which
is the administrative branch of the Com-
mon Market) wants commercials placed
only between programs in groups as
large as 12 at a time. Advertisers in coun-
tries permitting commercial insertions
during programs are alarmed their ads

40
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might be relegated to the so-called
“graveyard” between programs. Other
proposals put forth include regulation of
sponsorship, bans on advertisement of
certain products and permission for indi-
vidual countries to block certain kinds of
advertising.

While there is no ready EC-wide en-
forcement mechanism for Council regula-
tions, some Europeans worry that Coun-
cil proposals may migrate into EC
legislation, which will have the force of
law.

If the banning of in-program commer-
cial insertions strikes dread in the hearts
of established advertisers and commer-
cial broadeasters, some of the proposed
copyright changes may be even more
daunting. Michael Flint, chairman of the
London law firm Denton Hall Burgin and
Warrens, points out that “the draft di-
rective on freedom of broadcasting essen-
tially says you may not use copyright as
grounds for preventing freedom of televi-
sion services from state to state,” mean-
ing broadcasters could not prevent
retransmission of their programs in other
EC countries.

In the absence of a freely negotiated
retransmission agreement, a statutory or
arbitrated license might be issued to a ca-
ble operator who would then pay a de-
signated sum to the broadcaster in an
arrangement similar to the U.S. compul-
sory licensing system.

Should this be the ultimate resolution
of the rights issue, Peter Mclnerney,
business affairs controller for Thames
Television, one of England’s major ex-
porters, warns that broadecasters having
the right to retransmit might have “a
detrimental effect,” as in the U.S. where
Ted Turner’s enterprise (Superstation
WTBS) was built at first “by buying ma-
terial locally at local price and retrans-
mitting it nationally.” The Thames exec-
utive says his company will probably
have to develop “new sales deals as com-
pensation, acknowledging that the licen-
see is likely to retransmit beyond the ju-
risdiction of his license.”

The gray area in all this is what will
happen when a property owner seeks to
exclude specific territories, says Flint,
whose clients include Rupert Murdoch,
Turner’s CNN and several American film
distributors. There is already a problem
in Italy, where RAI, the national broad-
caster, duplicates its terrestrial signal on
the European satellite Eutelsat, reaching
beyond Italy.

One knowledgeable American observer
cautions, however, that “anyone who pre-
tends to know the answers to these copy-
right questions now has been smoking
the wrong things.” It is simply too early
in the process.

Some American multinationals that
earn significant income from the Europe-

an market are alarmed even now, howev-
er, to find protectionist sentiment taking
hold in some European business sectors.

Several U. S. banks, after having in-
vested millions in London offices in order
to offer banking services Europe-wide in
1992, are now reportedly discovering
that EC eountries may allow them in only
if the United States admits EC bank
branches. Calman J. Cohen, vice presi-
dent of the Emergency Committee for
American Trade, a Washington lobbying
group for multinational corporations, cau-
tions that companies active in EC coun-
tries should educate themselves about
new proposals and express their views
through trade associations, individual
contacts in the Brussels community and
U.S. government agencies.

Newly proposed import quotas may be
a trouble area for U.S. television and film
companies, but the final form of such reg-
ulations is uncertain now. Many Europe-
an countries already impose (uotas on
imported programming, and there has
been a disagreement between the Coun-
cil of Europe and the European Commis-
sion on quotas. The Council wants a “rea-
sonable  proportion” of European
programming to fill the major part of
time available where practical, while the
Commission proposes to oblige its 12
members to “ensure that” 60 percent of
total program hours is devoted to pro-
grams of EC origin. News, sports, adver-
tisements and teletext are excluded from
this requirement, meaning the quota will
fall heavily on oft-imported entertain-
ment shows.

Although the future of this proposal is
unclear now, the 60 percent figure is un-
derstandably disturbing to some Europe-
an programmers, particularly the new
terrestrial and satellite services, which
require large amounts of programming
for their start-up periods and which tradi-
tionally have relied heavily on American
material.

Colin Davis, president of MCA Televi-
sion International, thinks the full import
of 1992 chunges has not vet been recog-
nized in the U.S., yet he foresees little
problem with the requirement of 60 per-
cent national or European Community-
originated content currently under
discussion.

“A 60 percent quota won’t be a problem
for us, as Americans,” Davis says. Many
agree with Davis that a 60 percent quota
is more likely to affect the program-
hungry Europeans.

Jack Valenti, president of the Motion
Picture Association of America, is more
cautious, arguing that “if 1992 unity en-
courages the erection of walls and barri-
ers, all its hopes will collapse. The great
tragedy of protectionist film and televi-
sion measures is that invariably their
beautiful hypothesis—to build walls

high—is killed by an ugly fact: No
industry survives without reach-
ing out.”
The recent trend toward more
U.S.-European  co-productions
and the taking on of foreign part-
ners in productions stems at least
in part from concern over (uotas.
Mel Harris, president of Para-
mount Television, says that an important
aspect of producer motivation for inter-
national co-production is concern over po-
tential trade barriers following 1992.
“We need to reach out to the global crea-
tive community,” he insists.
Furthermore, sources within the EC
say that EC member participation may
suffice for productions to qualify as “of
EC origin” under the post-1992 regime.
It is still early in the planning process
in Brussels, and one U.S. source observes
wryly, “When vou look at this issue to-
day, you feel like you’re meeting yourself
coming and going, because you are.”
But the din of European disagreement
may eventually grow loud enough to jar
the U.S. television community into a
state of alertness. Otherwise, 1992 may
dawn with American distributors meet-
ing themselves coming and going, unpre-
pared to cope with the new trade world
they find.

NmMC=«OMTNTIMT

KIRsTEN BECK

THE EUROMARKETS
A look at the Ewropean markets that
have groun most important for Ameri-
can distributors.

HBO and Great Britain’'s Thames Tele-
vision co-produced Waldheim.

As Margaret Thatcher pursues her
aim of bringing free-market compe-
tition to television, the industry is coping
with the drop of the second shoe. The
first was the announcement that British
Satellite Broadcasting’s (BSB) three-
channel DBS service would begin next
year. Now the broadcasting establish-
ment is dealing with the government’s
white paper, the policy basis for future
British broadcasting.
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In the UK., only the public
service broadcaster (the BBC
with its two channels) must limit
foreign programs to 12 percent,
though the idea of “proper pro-
portions” is written into license
agreements signed periodically
by the government and the BBC.

m<==GMYNTMY

This quota restraint on the BBC,
a kind of gentleman’s agreement be-
tween Independent Television (with its
local channels, one national network and
channel 4) and BBC buyers not to bid
against each other, has kept prices paid
for imported programs relatively low in
the past. But the entry of BSB has
brought competition into the market, and
prices are on their way up.

MCA Television International presi-
dent Colin Davis articulates the feelings
of many U.S. distributors when he be-
moans the BBC’s 12 percent limitation on
imports from a single country. “But I
think we see the answer to that,” he
adds. “It’s the new satellite” services
(BSB and Luxembourg’s Astra). Clearly,
for Davis and fellow American distribu-
tors selling to terrestrial, licensed broad-
casters, the proposed 1992 quotas would
be an improvement.

FRANCE

USA Network and Ellipse co-produced
three episodes of Ray Bradbury Theater.

Since private TV was introduced
three years ago, France has been a
hot market for U.S. distributors in Eu-
rope. But it’s still the most heavily regu-
lated TV territory in Europe. France’s
broadeasting law of September 1986,
along with regulations passed since then,
requires that 50 percent of the works TV
stations provide be of French origin and
50 percent of films be French. The law
also requires that 300 hours of original
documentaries and fiction be broadeast
per year. Further, 60 percent of the films
and audiovisual works transmitted by the
six networks must be from the European
Community. Just last fall, two new pri-
vately owned networks, M6 and La Cing,
were disciplined for failing to meet their

\

set program quotas, and TF-1, the pre-
mier network, was fined for exceeding
the time allowed for advertising on two
occasions. To make matters even more
difficult, a new regulatory agency was re-
cently established—as was expected of
the government of Prime Minister Fran-
cois Mitterrand—and the picture is
changing yet again.

France and Italy, while introducing pri-
vate television, established a pattern
that is likely to be repeated in other coun-
tries with newly established commercial
networks. The French and Italian author-
ities simply looked the other way for sev-
eral years before enforcing quotas. Some
private broadecasters have become crea-
tive in the face of quotas. For example,
newly privatized TI-1, which now needs
a wide audience, last summer ran docu-
mentaries and cultural programs, which
draw smaller audiences, at times like 2:30
AM,, to fulfill the letter of quota require-
ments, if not the spirit.

WEST GERMANY

Daniel Wilson Productions and Alcor
Film co-produced Hemingway.

est German channels have an ob-
ligation to promote German cul-
ture, but they have no import quotas.

To date, Germans can receive two na-
tional public service broadcasters plus a
regional stution in each state. Three pri-
vate channels are availuble via satellite,
and cable is spreading fast, served by
three additional satellite services.

The specter of private channels using
cheap American programs wall-to-wall
resulted in the April 1987 treaty under
which the Lander, or West Germun
states, agreed that the private Sat-1 and
RTL-Plus should “supply a reasonable
proportion of . . . programs from territo-
ries within the German-speaking or Eu-
ropean cultural traditions.”

The Germans are opposed to quotas.
Dr. Walter Konrad, director of programs
for 3-Sat, the satellite channel run by a
consortium of ZDF (German public
broadcaster), SRG (Switzerland) and
ORF (Austria), says he is convinced that
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a European quota won’t become “bind-
ing” and that “every quota is an infringe-
ment.” In his view, it is far simpler to
achieve European strength through co-
production efforts.

ITALY

Harmony Gold, Reteitalia and S.F.P.
co-produced King of the Olympics.

I taly, the first site of private television
in Europe, obligates its state-owned
public service network, the three-channel
RAI, to create 50 percent of its weekly
productions domestically. (RAI can in-
clude third parties in Italy or within the
European Community and still be in com-
pliance.) Private stations such as Silvio
Berlusconi’s, or any of the approximately
300 smaller local stations broadecasting in
Italy, fall under the same obligations one
vear after start-up. But, to date, Italian
regulations, lacking sanctions to back
them up, have been ignored when con-
venient.

Riccardo Tozzi, head of television fic-
tion at Berlusconi-owned production and
distribution company Reteitalia, is confi-
dent that both Berlusconi and RAI are
well uble to meet u 60 percent quota
should that become necessary. Two vears
ago, this would have been a problem for
Berlusconi, as most programming on his
channels was American, but now the bal-
ance has shifted. There is no longer a
need to reach a start-up audience, and ac-
cording to Tozzi the audience has reached
the saturation point with American pro-
grams. Now strong original program-
ming is needed to compete effectively, he
says. The company is producing movies,
miniseries and programming in other
genres at an accelerated rate.

Voicing a view held by many co-
producers and broadcasters, European
and non-European alike, Tozzi says, “You
can’t create an industry by law.” Instead,
the prime requisite for a European indus-
try is “freer relationships between talent
and financing sources.” For the first time
in Europe, he continues, substantial pro-
duction money is available to broadcast-
ers, and these revenues must be used in
Europe. K.B. wiTH NicoLa SWANN




HOW 10 KEEP
YOUR
MONEY TAIKING.

Money. How you handle
it says a lot about your
company. Getting enough
credit. Managing your
cash. Hedging risks so you
come out ahead.

Bank of Montreal’s
Communications/ Media
Group is a team of dedi-
cated professionals with a
decade of experience in
all sectors of the communi-
cations industry.

We have extensive capa-
bilities in credit, cash man-
agement, risk management,
and foreign exchange.

And a thorough knowledge

of cable, radio, television,
cellular technologies and
publishin

One ofgthe largest banks
in North America. A major
presence in New York.
Assets over $60 billicn. And
the creativity to design
innovative strategies that
enhance your company’s
financial position.

Bank of Montreal’s
Communications/Media
Group. Because money
always has something
important to say. For more

information call our special-
ists at 212-605-1424 today.

-
aa] Bank of Montreal

Communications/Media Group
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November, 1988

This announcement
appears as a matter of record only

GRANITE
BROADCASTING
CORPORATION

has acquired

WEEK-TYV Peoria, Illinois

from

PRICE

COMMUNICATIONS
CORPORATION

The undersigned initiated this transaction
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Harvey Sandler Barry Lewis John Kornreich

General Partners

1114 AVENUE OF THE AMERICAS 38TH FLOOR NEW YORK, NY 10036 (212) 391-8200
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ILLUSTRATION BY CHRIS SCHMIDT

The Streets Jitters

THE FINANCE SCENE
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Stocks rebounded from the 1987 crash, but media issues
languished and financing grew scarce.

he stock market may have
shown resiliency in its rebound
last year from the October 1987
crash, but television stocks and
media-industry financings showed no
such strength. Even the industry’s abili-
ty to finance acquisitions, including the
transaction-happy world of cable-system
deals, became less automatic and con-
strained by tougher loan restrictions.

Signs of serious unease in the financial
community were particularly apparent in
the station and production segments of
the television industry—indeed, they
were essentially shut out of the equity
markets in 1988. Moreover, there were
virtually no consequential initial public
offerings in the industry and only a smat-
tering of large public offerings of any
kind in the media business altogether.

“The equity markets are totally, totally
closed,” to most of the broadcasting in-
dustry, observes one investment banker
summing up the media malaise that
swept Wall Street.

This is a marked change in attitude
from 1985 to 1987, when television-
related companies were among the hot-
test on both the stock and deal fronts.
The investment community’s infatuation
with the TV industry cooled for several
key reasons: Increased competition and a
difficult advertising market that cut into
TV station revenues; a syndication busi-
ness that slowed as key time slots were
gobbled up in multiyear contracts; gov-
ernment problems facing cable operators,
and new competition down the road for
cable from telephone companies.

For much of the year, media-industry
stocks trailed the spurt in the market, a
market driven in large measure by the
major acquisitions that dominated the
year’s financial scene. Apart from cable
transactions, there were few deals of con-
sequence to drive stock prices. And with
both TV- and newspaper-advertising rev-
enues languishing, it’s little surprise that
media stocks trailed the broader market
indicators.

Elsewhere, there were more signs of a
financial community disillusioned with a
once-favored industry. More than three
dozen TV stations were on the market at

one point in the third quarter, a reflection
of the downturn in station revenues, as
well as the heavy debt burdens faced by
some recently acquired stations. In 1988,
the market for stations was transformed
from a seller’s to a buyer’s market.
Meanwhile, on the Hollywood front,
small production companies—and even
some larger ones—faced a difficult time
financing operations. Several production
companies had to scramble to restructure
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operations and balance sheets to adjust
to a contracting production environment.
New World Pictures received an infusion
of cash in exchange for equity from GE
Capital, for instance, while consolidations
resulted in several production mergers.
Those in the TV industry looking to the
high-yield, or junk-bond, market as a
method to raise capital for consolidation
or other restructuring plans had signals
that it was time to look elsewhere for
help. The most glaring harbinger of trou-
ble came when the junk-bond king,
Drexel Burnham Lambert, found itself in
serious legal trouble. The firm had been a
prineipal financier in entertainment, rais-
ing money for station operators such as
George Gillett, production companies

such as Lorimar Telepictures and such
cable operators as Tele-Communications
Inc. Because Drexel was the target of on-
going Securities and Exchange Commis-
sion and Justice Department insider-
trading prebes, the gloss was off the
market for junk bonds. As that market
slowed somewhat, financiers put even
greater constraints on companies looking
for bond placements. “Junk bonds
are no longer a free ride,” says

el SNE

Richard MacDonuld, a First Boston ana-
lyst. “Lenders are imposing more condi-
tions than ever before; and even in cable,
a lender’s paradise, some operators are
having problems with tough covenants.”

Still, Drexel, whose Beverly Hills of-
fices had been involved in the financing of
Warner Communications’ acquisition of
Lorimar Telepictures and other major
entertainment industry deals, kept
wheeling and dealing. Yet while Drexel
dominated the public-debt portion of
TV’s financing in 1987, a similar compila-
tion this year (see chart) shows the firm
participated in just three of the major
transactions listed, 60 percent of the total
of the previous year. But that trend prob-
ably reflects other firms’ moving into the
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Junk-bond arena, not necessarily
sagging Drexel fortunes. Indeed,
in what was one of the most sig-

nificant  transactions of 1985,
’ Viacom International, through
Drexel and others, used junk
bonds to continue its financial re-
structuring, issuing $300 million
in senior notes in June and anoth-
er $500 million in senior subordinated
notes two months later.

Iso playing the debt field, ca-

ble giant TCI easily placed

$450 million in senior deben-

tures in the fall. Acquisition-
hungry Comcast Corp. raised close to
$700 million in debt and partnership fi-
nancing last year. Meanwhile, the re-
structuring of Columbia Pictures Enter-
tainment resulted in a substantial
transaction—$325 million in senior
notes—early in the year.

While there may have been plenty of
debt action, cable deals propelled the me-
dia marketplace. Kohlberg, Kravis, Rob-
erts’ sale of nearly 1.5 million cable sub-
scribers to Comcast/TKR partners for
nearly $2.9 billion and United Cable’s
deal with United Artists, a $2 billion
transaction, dominated the field.

The early part of the yeuar saw the an-
nouncement of a host of major deals and
the continuing rise in the per-subscriber
multiples that buvers were willing to
shell out for increasingly rare large sys-
tems. But the prospects for cable on Wall
Street grew less positive as the yeuar
progressed. Growing concern about re-
regulation in Washington and the pros-
pect of a mujor political effort by tele-
phone companies to move into cable’s
TV-distribution terrain began to make
some investors jittery about cable’s long-
term prospects. Some analysts debunked
concerns over cable’s vulnerability and
continued to recommend several opera-
tors, particularly TCl and Comecast, as
important, long-term investment vehi-
cles. But investors were less certain: As
the yvear closed, cable stocks were stag-
nant, despite strong revenue and profit
growth.

Prospects on Wall Street for the media
industry in 1989 hinge on several issues.
Hollywood consolidation may be com-
plete and programmers may benefit from
growing foreign television markets.

National advertising could also re-
bound if the strong upfront season por-
tends a strong 1989. But, while the sta-
tion business goes through rocky times,
as producers face labor woes and cable
faces competitive problems, the 1989
Wall Street outlook is at best uncertain.
A widely predicted economic slowdown
and a sluggish Christmas retail environ-
ment may keep Wall Street cool on tele-
vision into 1989. MERRILI. BROwWN

|

Money Into Television

PUBLICDEBT
OBLIGATIONS / l AMOUNT
PUBLIC OFFERINGS l ISSUE | (millions) UNDERWRITER
| 8/88 Viacom Int'l. | senior subordinated $500 No underwriter |
notes 300 mil 11.8%
| 200 mil 1.5%
- B extendlble due 1998 - B -
| 9/88 General Electric Co. 9‘/8% bonds due $500 Amsterdam-Rotterdam Bank
10/17/93 - - of N.V.
110/88 Tele- Commumcuhons ‘ senior subordinated ‘ $450 ~ Prudential Bache Securities
e debentures I | - - )
J?{ 88 Centel Capital Corp Tdebt securmes N $400 | Morgan Stanley
| 2/88 Columbia Pictures senior subordinated $325 Allen & Co.
Entertainment Inc. | notes due 2/98 Goldman Sachs
- - ____ HM | Merrill Lynch -
6/88 Viacom Int'l. Tsenior subordinated $300 Drexel Burnham Lambert
notes (150 extendible Bear Stearns
| B - due 1998} ] B .
4/88 The Adams-Russell Co. semor subordinated | $273 | Kidder Peabody
r deferred interest due
- - | 1997 I - B |
| 5/88 New World 127/8% senior $262 No underwriter
Entertainment Ltd. subordinated secured ‘ |
| notes due 6/1/95, and
1 ®* s i others - | -
8/88 Harte-Hanks 117/8% subordmcﬂed $200 No underwriter
Comm. Inc. o ‘ debentures due 2000 5 i -
| 8/88 Orion Pictures Corp. | senior subordinated $200 Drexel Burnham Lambert |
reset notes 1 e o —
| 10/88 MGM/ UA Comm Co. | possuble asset sule $200 ' No underwriter
| s * | toihurLMJIdgrs o _ | - B
6/88 lJones Intercable ‘ 13% subordinated $150 Prudential Bache Capital
debentures due Funding
| 5/1/2000
— e S —
6/88 EW. Scripps Co. filed IPO 8 mil class A | $128 First Boston
el | | common shares - R
1/88 Comcast Corp. I 75% to stockholders $125 Morgan Stanley
‘ tendered on outstanding Lazard Freres |
‘ e _ |interestdue 1995 . . = -
| 5/88 lJones Intercable Inc. subordinated debentures | $115 Prudential Bache Capital [
| due 2000 Funding
| Shearson Lehman Hutton
- i B - - Dean Witter Capital Markets
| 1/88 Times Mirror Co. 8.91% notes due $100 | Goldman Sachs
| " /19 L
2/88 Cencom Cable senior subordinated | $100 Kidder Peabody
Entertainment Inc. | notesd due 1998 . —
4/88 Comcast Corp. converhble Eurobonds $100 | Morgan Sfanley Int’l,
| | 2.5%-2.75% due |
A I  |4/15/72003 ) | B
| 6/88 Harte-Hanks | subordinated debentures| $100 Drexel Burnham Lambert
B Comm. Inc. ldueﬁOOO = N B B
PRIVATE | |amount]| K
[PLACEMENTS | ISSUE (millions)  UNDERWRITER b
3/88 Adelphia Cablevision 12 year senior secured $45 | Salomon Brothers
| ) - | notes, 1%%2'915' i B B
6/88 New Century Comm. | cumulative redeemable $45 | Kidder Peabody
Inc. exchangeable preferred
LR B BT doto i - — -
8/88 Tribune/ Swab-Fox 10.32% senior notes of $20 Prudential Insurance Co. of

Cos. Inc | ‘ TSF shares due 1997 o ~ America B
r TR - i [ [ AMOUN B 7 G
|IPARTNERSHIPS | ISSUE (mllllom) | UNDERWRITER
1/88 Comcast Corp. [ conditioned 75% ‘\ $259 [ No underwriter
tendered on outstanding
oy ‘ inferest B - -
| 1/88 Cencom Cable Assoc. 50 000 units $150 Kidder Peabody |
max 150,000 | Smith Barney Harris Upham
B e 5 18 ‘ . Deun n Witter Capital Markets
1/88 Comcast Corp. 0 coupon notes 61% due | $125 Morgun Stanley

1995 convertible to class

| A common stock

Source: Media Business News.

Lazard Freres
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This announcement appears as a matter of record only.

$156,500,000
Act III Broadcasting, Inc.

An affiliate of Act lll Communications, Inc.

$100,000,000 Senior Acquisition and
Working Capital Facilities

$ 24,000,000 Subordinated Notes with
Warrants to Purchase Common Stock

$ 30,500,000 Class A Convertible Preferred Stock
$ 2,000,000 Common Stock

The proceeds from the sale of these securities are being used to acquire
and operate up to eight independent television stations including:

WZTV-TV, WRGT-TV,
Nashville, Tennessee Dayton, Ohio
WVAH-TV, WNRW-TV,
Charleston/Huntington, Greensboro/Winston-Salem/
West Virginia High Point, North Carolina
WTATTV,

Charleston, South Carolina

We acted as financial advisor to Act lll Broadcasting, Inc. in connection
with these transactions and arranged the private placement of the
Subordinated Notes and Convertible Preferred Stock.

Donaldson, Lufkin & Jenrette
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¢ YOU CAN SEE THE FUTURE
IN OUR EXPANDING GALAXY.

o
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UGHES COMMUNICATIONS.

Hughes Communications is committed
to the future of the cable and broadcast
industries.

Our Galaxy satellites helped pave the
way for cable’s explosive growth. Now we're
working to ensure C-band capacity well into
the 21st Century with our expanding Galaxy
fleet and projected successors.

Our customers have access to a full
range of satellite services, including Cable
Television Distribution, Narrowcast Video,
International Television Service, Video Time-
sharing, Audio Service and soon, Direct
Broadcast Satellite Service. We also have new
satellite systems planned for the United
States, Japan and Europe.

See the future in our expanding Galaxy.
Let us help your company compete more
effectively today and plan more efficiently for
tomorrow. That’s a commitment you can
count on. Because it comes from the proven
leader in video satellite services—Hughes
Communications.

For further information, contact the
Galaxy Program Office at 1-800-824-8133
(in California, 213-607-4300).

© 1988 Hughes Communication

WE MAKE IDEAS HAPPEN®

Subsidiary of GM Hughes Electronics
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Shower of Blessings

THE ADVERTISING SCENE
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TV sales suffered in some segments, but a welcome
network windfall signaled growing demand.

~% he wave of merging, purging

f and reemerging among adver-

tising agencies and media-

buying companies was finally

cresting as 1988 began, and the relative

calm that ensued gave Madison Avenue

the chance to engage in a favorite pas-

time: grandiloquence. Events at home

and abroad had advertising executives

making fancy speeches about humongous

business combinations and even the

rights of the individual versus the rights
of the corporation.

But one question stumped most every-
one in the ad game in 1988, and that ques-
tion is of great concern to the television
business: Where the hell is all this money
coming from? It appears possible that
“stagnant” may no longer be the adjec-
tive most used to modify the phrase “me-
dia market.”

The 1987 and 1988 upfront network tele-
vision markets broke all expectations.
(The upfront market is the annual, late-
summer, first-chance sale to the largest
advertisers of network prime time in the
new TV season. Advertisers that buy in
the upfront market are given guarantees
their spots will reach certain numbers of
viewers. Should audiences prove too
small to meet the guarantees, upfront
buyers get additional spots to make up
the difference.) In 1987, the upfront for
the ’87-88 season brought in a whopping
$3.1 billion to the networks. The prices
were high, most ad mavens believed, be-
cause of uncertainty over the change in
audience measurement from diaries to
people meters. Advertisers, the reason-
ing went, wanted to buy in the upfront to
give themselves at least a modicum of
guaranteed protection from drastic
swings in ratings that could occur with
the move to meters.

In 1988, that sort of ratings anxiety
was dead, and prognosticators were bear-
ish, saying the upfront network market-
place for the ’88-89 season would bring in
around $2.6 billion. Instead, the number
was an astounding $3.2 billion, and cost
per thousand viewers was up by about 7
percent. And time on cable and syndi-
cated shows was pushing revenues up at
rates two and three times faster than net-

work time (see chart).

“There must be more money in the
overall broadcast marketplace,” says
Tom Winner, executive vice president
and media director of ad agency
Campbell-Mithun-Esty. “There seems to
be enough money to support the network
upfront and significant increases in the
cable and syndication marketplaces. Spe-
cifically in the network area, to account
for that increase in demand that has sur-
prised many people, you have to realize
that what the network sells is ratings
points, and there are fewer of them [as
network audiences continue to erode].
Prices go up dramatically.”

here seems to

be enough money to
support the networks
and increases In
cable and syndication.

That would bode well for the television
business even if demand was not expand-
ing. The strength of the '88 upfront mar-
ket at first was being explained by cir-
cumstances that were worrisome to
advertisers. Uncertainty engendered by
the Writers Guild of America strike, plus
the quadrennial shower of monetary
blessings from the Olympics and presi-
dential campaign ads, would normally ac-
count for a flood of money in the upfront.
But that tide of upfront dollars would
presumably be balanced by a weak scat-
ter market later on. (In the quarterly
scatter markets, the networks sell the
time left over from the upfront, and buy-
ers of scatter time are not given audience
guarantees.) But as the returns came in
on the fourth-quarter *88 scatter market,

confirmation of increasing overall de-
mand arrived. The prices paid for scatter
time were “ahead of upfront prices by
around 15 percent,” according to Alan
Gottesman, advertising analyst for
PaineWebber.

“There is too much money in the adver-
tising market to be explained away,”
Gottesman writes in a September edition
of his Ad Libs letter. “Something ‘real’ is
going on. Advertisers are coming back in-
to the fray. They are increasing their ad
spending for the old-fashioned reasons.
They want to clobber their competitors.
Anyhow, that is our theory.”

It’s a theory that excites advertising
agencies, which make commissions off
time they buy for advertisers, and it ex-
cites the television business. Advertisers
have for several years been shunting
money from advertising to pay for pro-
motions. If Gottesman’s theory is cor-
rect, it means advertisers are beginning
to look away from promotions aimed at
short-term sales gains and back toward
the long-term image building of media
advertising.

“I think everybody would agree they
would like that to happen,” says CME’s
Winner. “It costs [an advertiser] money
to promote products through rebates or
coupons.” It’s almost impossible to get an
accurate picture of how much money is
spent on advertising as opposed to pro-
motion because, as McCann-Erickson me-
dia prognosticator Bob Coen says, you
can ask 100 people to define promotion
and get 100 definitions. But Winner’s
take on the market is that “there has
been a slight movement” back toward ad-
vertising. “The fact that it’s heading in
that direction is important,” he says.
“It’s been a while.”

That movement would also bode well
for the national and local spot-television
markets. Spot’s rates of growth have
dropped precipitously since the early
part of the decade, accounting for part of
the bottom-line pressure felt by local TV
stations. But rep firms, grown recently
intent on rebuilding the market, have fo-
cused most of their efforts on playing up

spot-TV’s short-term promotional value.
Cathy Egan, vice president and group di-

wWWw americanradiohistorv com

CHANNELS / FIELDGUIDE 1989 49



Ad: Arnell/Bickford Copyright 1988 LIFETIME

There’s nothing simple about her.

With children, without, married or not, she defines
her time. Although more visible and more vocal than
ever, a great deal of her mystery and myth endure.

Resourceful as she is, she has the strength to admit
to her needs. Her need for new reference points.
New lines of communication.

Because of her, LIFETIME is the only network whose
audience has nearly doubled in the last year.
Because of her, LIFETIME is the fastest growing
network in cable.*

It Takes a

-IFETIME

LIFETIME Television Network - Cagney & Lacey  Attitudes - What Every Baby Knows - The Regis Philbin Show « The All New Dr. Ruth Show - MacGruder & Laud - It Figures « Eye on Hollywood » Motherworks « Sneak Previews
+Mother's Doy - Feley Square * Hearst/ ABC-Viacom Entertainment Services *Fastest Growing Prime Time Audience. Household delivery +93%. Source: A.C. Nielsen NCAR Reporis 2nd Qir. ‘87-'88, M-F 8 PM-11 PM
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rector of Katz Television Group Market-
ing, is actively touting spot to advertisers
as “precision television.” Appealing to
the promotion sympathies of advertisers
that are already reconsidering media ad-
vertising makes for a doubly promising
prospect for the TV business.

“The reps are getting into the promo-
tion business,” says Television Bureau of
Advertising president William G. Moll.
“Companies are developing data for re-
tailers to help them understand how tele-
vision can reach their customers. There
are some companies that are leading sta-
tions to learn how to market—not only to
understand it, but how to do it.”

Cable’s similar but earlier attention to
marketing has paid off (see chart) in the
medium’s speedy rates of ad-revenue
growth, maintains Robert Alter, presi-
dent and CEO of the Cabletelevision Ad-
vertising Bureau. “I think cable’s going
to continue to show nice advertising
growth,” he says. “We're now in the
mainstream of the TV advertising proc-
ess. We'll be getting larger shares of na-
tional advertisers’ budgets. Nineteen-
eighty-eight really brought a lot of things
into focus. We reached 50 percent pene-
tration, and we are now generating sub-
stantial shares of viewing.”

Syndication, too, can expect to take a
good share of the rising demand for tele-
vision advertising. “I think syndieation
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will grow just because it represents an al-
ternative at a lower price,” says Paul
Isacsson, executive vice president of in-
ternational ad agency Young & Rubicam.
“One can reach a national audience using
syndication.”

Perhaps what has happened to the tele-
vision marketplace is a little like what
happened to Cinderella. Dressed differ-
ently, it is perceived differently. Televi-
sion, adorned in its new proliferation of
choices for viewers, may be leaking audi-
ence at the network level, but the excite-
ment generated by the new uses of the
medium is drawing more money, which
benefits all segments.

riffin Bacal, a New York ad

agency that is one of the larg-

est placers of ads aimed at

kids, is an example of how ad-
vertisers and agencies are adapting to
television post-cable. Last year’s talk
that the networks were considering a
move toward older audiences on Satur-
day mornings “didn’t really scare us,”
says Art Heller, director of media, pro-
grams and marketing services for Griffin
Bacal. “We have in recent years been a
much heavier user of spot for children’s
advertising than network. The indepen-
dent stations have been programming
heavily to children.” In other words,
when a gap opens in the television adver-

987

tising spectrum these days, an-
other media outlet will quickly
fill it, and advertisers need not
worry.

The strength of the network
advertising market is, however,
concentrated primarily in prime
time. “In prime time we’ve seen
a consistent and steady growth,”
says Lou Schultz, executive vice presi-
dent and director of media services at
Lintas:USA. “Sports has been relatively
flat. Daytime’s a disaster area.”

Still, the networks’ surprising strength
in prime may be attributable to a matur-
ing view of network audience erosion—an
outlook that could help areas such as day-
time. Erosion, as it is generally dis:
cussed, “supposes that only network is
losing viewers,” says Bob Igiel, senior
vice president and group media director
for ad agency NW Ayer. “Well, erosion
works on everything. On any given night,
the audience not only could stabilize for
the networks but could in fact grow. You
have a fluid viewing situation.”

Floating on top of that fluid situation is
a simple fact that may explain the
strength of the network advertising
marketplace. “The networks are still the
dominant factor,” Igiel says. “You can
still reach 90 percent of the population at
least once a week through the networks.”

CHucCK REECE
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Which Segments Are
Growing Fastest?

Advertising revenue in 1988 followed

[ 988"
0, .
o Growth the newer media outlets.

Rate

CABLE ....on £
20.1% .2%

National Network Local

syndication**

Sources: Television Bureau of Advertising, McCann-Erickson, Paul Kagan Associates Inc.

L

52 CHANNELS / FIELD GUIDE 1989

WWW.americanradiohistorv.com

CHART BY DAVID HERBICK



WHEN YOU'RE IN THE MARKET TO BUY
NATIONAL SPOT CABLE ... CALL THE EXPERTS

CN's People!

CABLE NETWORKS INC. BRINGS TOGETHER A UNIQUE BLEND OF
CABLE, BROADCAST & AGENCY EXPERTISE FROM YEARS OF
EXPERIENCE . .. LET &A7’S PEOPLE WORK FOR YOU.

Bob Fennimore
President of CNI
* 27 years in Broadcast and Cable
Tetevision Industries
* 5 years Vice President and
General Manager of WOR-TV

Peter Moran
CNl Vice President and Director
of Sales
« 6 yearsin Local, Regional and
National Cable Sales
Management

Harry Durando
Director of Sales—New York Sales Manager—New York
*25 yearsin television and radio *7 years experience in Local and
sales Regional Cable Television
* VP & Director of Sales RKO Advertising Sales
Television
 President Metromedia Radio.Sales

Stacie Raiss

CNI Director of Research

Jim Nuzzo
CNI Director of Finance
* 6 years Accounting/Finanee

Brian Gault
CNI Director of Affiliate Relations
* 9 years Cable Television

experience at CBS, HBO and Experience

Cablevision * 3 years Cable Advertising
« 3 years Sales Management Management

at RASCO

Paul Conway Melinda Borum

CNI Traffic Manager

*15 years Agency experience at
McCann Erickson and Calet

Hirsch & Spector

for the NBC affiliate KSBW in
Monterey, CA

i g =
llise Yohay Jenny Hazelrig Mindy Ellin

National Sales Manager—Los National Sates Manager—Atianta Local Sales Manager-—Atianta
Angeles 13 years experience in Broadcast 10 years Broadcast, Broadcast
* 6 years sales experience with and Cable Television Advertising Rep and Cable Television

CNIin New Jersey, New York and Sales Advertising Sales experience

Los Angeles * 5 years with Katz Communications ¢ 5years at CNi

The Organization That Delivers
NEW YORK LOS ANGELES ATLANTA DALLAS
(212) 889-4670 (213) 450-1050 (404) 266-3885 (214) 874-7574
HARRY DURANDO WYLIE DRUMMOND JENNIFER HAZELRIG RAY GASKIN
STACIE RAISS ILISE YOHAY MINDY ELLIN
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« 5 years as the Tratfic Manager

Colleen Moraghan
CNI Director of Administration
* 5 years experience in Local,
Reglonal, and National, Traffic,
Billing and Collections
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Wylie Drummond
Vice President—Western Division

12 years in Broadcast and Cable
Television Advertising Sates

Ray Gaskin
National Sates Manager—Dallas
*15 years experience in Broadcast
Advertising Cable Television
* Witk CNi tor 2 years

BOSTON
(617) 266-T111
ARTHUR CARR
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THE TECHNOLOGY SCENE

Closing In on HDTV

The FCC took a major step toward an advanced
TV standard. Why is there still such confusion?

he Federal Communications
Commission’s 1988 draft state-
ment on high-definition TV rep-
resented a major step toward
defining an advanced TV standard for
U.S. broadcasters. While welcomed by
the industry, the FCC’s tentative deci-
sions hardly form a clear map to HDTV,
The commission tentatively decided to
require that any future HDTV broadcast-
ing system be compatible with present-
day NTSC (the National Television
Standard Committee’s color-TV stand-
ard) receivers. This automatically elimi-
nated from consideration any proposed
system that requires a broadeast channel
wider than the standard 6 MHz used by
U.S. television. If extra bandwidth is au-
thorized for HDTV broadeasts, it will
have to come from 4 second channel.
The FCC stated, also tentatively, that
any extra bandwidth that may be
granted for HDTV operations will have
to come from the existing UHF and VHF

| bands, eliminating broadcasters’ hopes

for additional allocations. At the same
time, to broadcasters’ great relief, the
I"CC voted to continue its moratorium on
additional grants of UHF spectrum to
land-mobile users.

These latest actions, while welcome,
leave many issues unresolved. In fact,
the compatibility decision didn’t thin out
the competing systems to any great de-
gree. The only systems that were elimi-
nated outright were those that, like
NHK’s MUSE-E, require channel band-
widths wider than 6 MHz. The FCC will
continue to consider proposals that re-
quire additional bandwidth, but that band-
width must come from unallocated chan-
nels within the existing VHF and UHF
spectrums.

The compatibility issue remains thorny
and wide open to debate on several lev-
els. U.S. broadcasters strongly favor a
compatible system for straightforward
econoniic reasons. The huge number of
NTSC color TV receivers in this country
is expected to make consumers reluctant
to pay premium prices for HDTV veceiv-
ers, however excellent the quality. Any
broadcaster starting a noncompatible
HDTV venture could expect a rerun of
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the “color wheel” debacle of the early
1950s, when the FCC adopted a color
broadcasting standard that was incom-
patible with black-and-white receivers.
After the incompatible color receivers
flopped in the marketplace, the commis-
sion finally reneged, adopting the com-
patible, all-electronic NTSC system.
Faced with continuing loss of viewer-
ship to cable and videocassettes, it’s no
wonder broadcasters are reluctant to
hitch their wagons to anything other than
an NTSC-compatible HDTV system.
Compatibility will allow broadcasters
to begin advanced TV service without
risking current audiences. And at the
same time, the continuing erosion of
broadcasters’ market share to cable has

made them especially sensitive to any de-
velopment that favors cable.

Over-the-air broadcasters also face
greater technical and regulatory restric-
tions than other media. While cable dis-
tribution of HDTV signals is still under
development and involves its own tech-
nical problems, cable operators do not
face the stringent channel-width restric-
tions that hamper broadcasters. While
cable and videocassette program suppli-
ers would be hampered by the same con-
straints as broadcasters on the receiver
end, their ability to offer a “side-by-side”
HDTV service at relatively little risk
could give them an advantage.

On the technical side, exactly what con-
stitutes “compatibility” is still under dis-

cussion. Most of the compatible HDTV
proposals encode the signal so that con-
ventional NTSC receivers can decode the
equivalent of an ordinary TV picture,
while viewers with HDTV receivers see
the full HDTV picture.

These systems vary widely, requiring
different amounts of extra bandwidth
and encoding the signal in different ways.

At least three proposals, however,
achieve compatibility by simulcasting an
HDTV signal over one 6 MHz channel
and a standard NTSC signal over anoth-
er. (The Spectrum Compatible HDTV
System recently proposed by Zenith
Electronics Corp. falls into this category,
along with NHK’s Narrow-MUSE and a
system from the Massachusetts Institute

This photo
from
Southwestern
Bell shows
conventional
TV, left,
versus high-
definition.

of Technology.) In terms of the actual ar-
chitecture of the HDTV signal, a compat- |
ibility requirement would seem to favor
systems with 1,050 scanning lines, double
the 525 lines in a frame of NTSC video.
The mathematics involved in extracting a
525-line  compatible signal from a
1,050-line transmission are clearly less
complex than if an NHK-style 1,125-line
signal were standardized. The 1,125-line
NHK standard is the only one currently
in use, however, on both the production
and transmission ends. Most proposed
NTSC-compatible systems have been
demonstrated so far only as computer
simulations.

This lack of usable hardware disturbs
broadcasters. “The sooner we get all of
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We built the machine that brought home the gold.

The 1988 Summer Olympics.

Recorded, edited and aired on

Panasonic MII equipment.

M Panasonic

Broadcast Systems Company
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Tested in one of the toughest arenas on earth,
Panasonic MlI helped set new standards in broadcast quallty.

Panasonic MIL
equipment helped
NBC get over the hur-
dles of broadcasting
the world's largest
: sportseventin his-
| tory. With more
venues. More events.
And better quaiity
video and audio than ever before attempted.

From the ease with which an army of free-lance
technicians was trained on M1I... . to the reliability it
displayed under the pressure of 180 hours of intensive
programming...MII equipment became one of the
cornerstones of NBC's third largest facility—right
behind New York and Burbank—and their first all-
stereo facility.

Between the 4 large composite edit suites and
the 11 small component suites, NBC utilized up to
100 Panasonic ML machines. Machines that the
free-lancers found “to be user-friendly, reliable and
responsive. It enabled us to maintain a high-caliber
on-air look” Jack Slomnicki, broadcast technician.

With the grueling pressure of making it quickly to
air with a combination of archival footage, live

Panasonic
MII

Official Video Equipment Of
The 1988 Olympic Games

O

Title 36 United Siates Code Section 380

events, graphics,
maps and anima-
tion, NBC’s Olympic
team found that
MI's “primary ad-
vantage was the
ability to make last-
minute decisions on
which segments to 3 =
run. A 1-inch format would have required more
machines to do the same job” Neil Flagg, lead
technical director, International Broadcasting
Center.

And the pressure was eased by the fact that
“these machines proved to be reliable workhorses
while providing excellent audio and video recording
quality” John Wesley Nash, broadcast engineer.
And also helped NBC set a new track record that
could stand for years to come.

In addition, the host Korean broadcast network
(KBS) as well as broadcast networks from Japan
(NHK), Austria (ORF), and the Netherlands (NOS)
utilized the M1 advantage in their coverage of
the games. All told over 300 machines brought
home the gold.

M

Panasonic

Broadcast Systems Company
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the systems all the way to the point of be-
ing in hardware, the sooner we can start
getting some real answers as to what the
best choice is,” says Merrill Weiss, manag-
ing director of advanced TV systems for
NBC Television.

Some industry observers are concerned
that by adopting a lower-resolution,
1,050-line HDTV system, U.S. terrestrial
broadecasters will be saddled with a
standard that compares unfavorably to
fuil-bandwidth, 1,125-line HDTV. If a
large cable programmer, such as HBO,
were to buck the tide and offer a
1,125-line picture, broadcasters might
suffer by comparison. A noncompatible
system, while less attractive economi-
cally, in theory could use technological
developments without restriction.

Furthermore, the 1,125-line HDTV
standard has been promoted as a means
for broadcasters to transcend the nui-
sance of divergent international televi-
sion standards, which complicate interna-
tional program exchange. A 1,050-line
U.S. HDTV transmission standard could
create political problems on the interna-
tional broadecast-regulation scene.

Adoption of a 1,050-line standard for
transmission would not necessarily man-
date its use in program production, how-
ever. There is strong support for use of
1,125-line, 60 Hz HDTYV as a production
standard. Arguments in favor of such a
move are strong. First of all, the equip-
ment is already in production and in use
in the U.S., Canada, Europe and Japan.
And while it may be convenient to use

the same standard for transmission and
production, it is hardly necessary. The
best example of this is found in television
broadeasting itself, which has for muany
years relied on 35mm film as its main pro-
duction medium.

Additional concerns center on how—or
if—the FCC will select a single standard
for HDTV transmissions. The commis-
sion’s tendency in recent years to rely on
market forces to answer technological
questions has alarmed many broadeast-
ers. But now it appears likely the FCC
will retreat from its extreme dependence
on market forces and either select a sys-
tem, as it did three decades ago with
NTSC, or protect a feature of one of the
systems, as it did with multichannel tele-
vision sound. Either method would allow
broadcasters to move ahead with plans
for advanced television.

The various compatible systems are not
the same. And the FCC has yet to start
determining which is technically superi-
or. Questions also remain on where the
extra bandwidth for HDTV will come
from, especially in large markets and on
the East Coast, where most available
broadcast spectrum is already allocated.
If not all broadcasters will receive addi-
tional spectrum space—the scenario that
appears most likely—by what method
will the FCC decide who gets to broad-
cast HDTV and who does not? Theoreti-
cally, U.S. broadcasters could become di-
vided into HDTV haves and have-nots, a
situation bound to create conflict.

Two controversial FCC proposals con-

cerning this extra spectrum have already
elicited comment, much of it unfavorable.
The first suggests that broadcasters who
have been awarded spectrum space for
HDTV broadcasts be permitted to use
that spectrum for other profit-generating
applications until they actually begin
HDTV service. The other would allow
broadeasters to resolve any HDTV-
related interference disputes among
themselves. Critics, including Rep. Ed-
ward Markey (D-Mass.), chairman of the
House telecommunications and finance
subcommittee, and FCC commissioner
James H. Quello, have charged that the
first proposal is incompatible with the
public interest and the second could lead
to interference and service reductions.

Further complicating the advanced tel-
evision arena is improved NTSC. At least
two companies—Faroudja Laboratories
Inc. and Central Dynamics Limited—
have developed and are marketing so-
phisticated encoders and decoders for
NTSC. Faroudja is, in fact, promoting its
SuperNTSC as a possible HDTV stand-
ard. U.S. broadcasters are united in their
desire for advanced television, although
they have vet to unite on the exact form
it will take. Competition and controversy
can be expected to continue over the next
few years as technological issues are
ironed out and the competing systems be-
come ready for full-fledged tests.

Until a standard is agreed upon, how-
ever, HDTV broadcasts remain a good
five to ten years away.

EvaA BLINDER
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TRANSITIONS ‘88

Debuts and Done Deals

A capsule look at the year’s events, from
corporate shuffles to courtroom battles.

If you want to learn the TV game, you need
an introduction to those who play it. Ergo
“Players.” The section’s first piece,
“Transitions,” tells who did what to whom
during the last 12 months: executives who
switched turfs, ventures that were born
(and “Bloopers” that never should have
been), disputes that wound up in court and
big deals that altered the television
landscape. To find out more about the back-
and-forth in the year’s sales and swaps, look
at the next story, on trading in cable
systems and TV stations; there are some
unexpected factors driving cable-system
prices ever upward, and making TV-station
prices stall. In “10 to Watch,” we profile
achievers in the communications industry
worth keeping an eye on in 1989, including
deal-makers, programmers and one rising
Hollywood star. “Players” ends with a pair
of charts. One looks at where the money
goes—a ranking of the top 40 companies in
terms of revenues earned from electronic
media. The other, “Media Alliances,” shows
how the new communications environment
is forcing diversification and a multitude of
cooperative ventures among the companies
that make and deliver the electronic goods.
The chart illustrates an ever more tangled
web—one that is likely to become still more

| complex in 1989.
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MOVERS

J. William Grimes, one-
time ESPN president, to
Spanish-language broadcast-
ers Univision Holdings, as
president. Stepping up to the
ESPN presidency is Roger
Werner, previously ABC TV
Network’s executive v.p.

Jules Haimovitz, former
Viacom Networks Group
president, to the newly cre-
ated position of president/
COO at Aaron Spelling En-
tertainment.

Lee Rich, former chairman
and CEO of MGM/UA Com-
munications, to his own new-
ly formed Lee Rich Produc-
tions, shortly after Kirk
Kerkorian announced a re-
structuring of MGM/UA.
Stephen D. Silbert, formerly
president, replaced Rich.

Robert Harris, former
president of the MCA TV
Group, to Imagine Enter-
tainment as president of mo-
tion pictures and TV,

Robert Morse, former gen-
eral manager of Fox 0&O
KTTYV in Los Angeles, to the
same position at WMAQ,
NBC’s Chicago 0&O0.

Former Lorimar Tele-
pictures member of the office
of the president Michael
Garin, to investment bankers
Furman Selz Mager Dietz &
Birney as managing director
and head of media and enter-
tainment group.

John Trinder upped to v.p.
and COO of TVX Broadcast-
ing following the resignation
of Tim McDonald.

Ex-Moonlighting execu-
tive producer Glenn Caron
to a career in feature films,
according to his publicist. Ru-
mors circulated that Caron
had butted heads with star
Cybill Shepherd.

|
|
l

The New York Times’
Manhattan-based TV report-
er Peter Boyer, to the pa-
per’s Los Angeles bureau as
a national correspondent.

ATC, cable’s number two |

MSO, moved east to Stam-
ford, Conn., from Denver.
Announcement of the move in
July followed a shake-up
in the ATC and HBO hier-
archies. ATC’s CEO Trygve
Myhren relinquished his po-
sition; HBO president Joseph

Lee Rich: out on his own.

Collins moved into the spot.
E. Thayer Bigelow, ATC’s
former president, stepped in-
to Collins’ old position. Both
ATC and HBO are owned by
Time Inc.

CBS’s revolving door:
Howard Stringer, former
News president, to president
of the Broadcast Group. Gene
Jankowski, succeeded by
Stringer, to chairman, Broad-
cast Group. Filling the News
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CBS juggle: Jankowski, Tlsch Stringer and Burke.

presidency is David Burke,
joining the net from ABC.

Barbara Corday, formerly
Columbia/Embassy TV’s
president, to CBS Entertain-
ment as executive v.p./prime
time programming.

George Schweitzer, who
earlier left CBS to join
Young & Rubicam, rejoins
as senlor v.p./communica-

tions, and Michael Mischler
joins CBS as v.p./advertising
and promotion from the same
position at King Werld.

And last, CBS unveiled its
newly made-up “eye.” The
subtly modernized Black
Rock logo is aimed to “appeal
to younger viewers while still
pleasing the audience that
grew up with the eye.”

ACQUISITIONS

|

Houston Industries Inc.
swallowed up Rogers Com-
munications’s U.S. cable
systems in September for
$1.3 billion, involving about
520,000 subscribers.

The year’s two megu-deals:
The Storer cuble systems
(SCI Holdings) controlled by

” Daniels: no
more cable.

Roberts

Kohlberg, Kravis,
were sold to TCI and Com-
cast for about $3.1 billion. In-

volving about 1.5 million
subs, the deal hit an antitrust
snag in Connecticut courts in
September.

The second is Rupert Mur-
doch’s (News Corp.’s) $3 bil-
lion purchase of Triangle
Publications, owner of TV
Guide, in August.

Others: the grandfather of
cable, Bill Daniels, sold his

Daniels & Assoc. cable as-
sets (about 340,000 subs) to
United Artists Commmunica-
tions for $190.5 million in
cash and convertible stock.

Acquisition failures: Barris
Industries’ Burt Sugarman
tried and tried but eventually
failed in his $1.78 billion bid
to acquire Media General.
The struggle began in March,
turning into a bitter proxy
battle that finally sputtered
out in June, with Sugarman
coming out the loser.

BIRTHS .|

lke Pappas Network Pro-
ductions, formed by veteran
newsman lke Pappas. The
company will develop news
documentaries for independ-
ent TV and radio.

Consumer News and Busi-

ness Channel (CNBC), Gene- |

ral Electric’s (and NBC’s)
first cable-programming ven-
ture, aimed to rival Finan-
cial News Network. Con-

ceived this year, it goes on |
the air in early 1989. I

DeLaurentiis Entertain-
ment Group (DEG), which fi- ‘
nally hit rock bottom in Au-
gust, filing for Chapter 11.
This followed a veritable
walkout of DEG executives.
St. Elsewhere, Cagney &
Lacey and Magnum, P.I.,
three of the best-known TV
shows of the 1980s. All three

Elsewhere:
life off-net?
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