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DISTRESS SALES POLICY VOIDED by Appeals Court in
split ruling. Chief Judge Wald dissents in case involving
Shurberg appeal of Faith Center sale of WHCT-TV Hartford
to Astroline. (P. 1)

TV STILL BIG IN HEARTS AND MINDS of Americans,
Roper reports. Sixteenth study for TIO shows 75% watch TV
every day, 97% at least weekly. Cable scores highest on
cultural side. (P. 3)

RENEWAL ABUSES HIT: FCC bans settlements before
initial decision, limited to actual expenses. Application
form toughened. (P. 4)

NCTA VOTE SET on whether to appeal FCC syndex
decision. Board also will consider softening stance against
allowing RHCs to provide cable outside their local exchange
areas. (P.5)

FCC OPENS INQUIRY into satellite TV encryption.
Universal standard issue resurfaces. Piracy called 'very
severe.' (P. 5)

CITIES WIN ONE: Warner Cable loses claim in Fla.
municipal overbuild case. Judge rejects argument that city
has conflict of interest as regulator and competitor. (P. 6)

NEXT HDTV REPORT NEAR READY: Upcoming report
by FCC ATV advisory group will focus on system testing,
apparently won't settle on program material for test. (P. 7)

Consumer Electronics

THOMSON PLANS BIG-TUBE production at Ind. plant by
1990. Factory will make 31" and 35" color tubes following
$75-million expansion. (P. 9)

NEW COLOR DISPLAYS STAR at Matsushita technology
show in Japan. Flat 'Beam Matrix' system may be ready
soon. (P.9)

RCA HOLDS TOP SPOT in VCR and camcorder market
share survey, increasing margin in decks, but is seriously
threatened by Panasonic in camcorders. (P. 10)

NEXT VHS DEVELOPMENTS: Combo player for VHS-C
without adaptor, PCM digital audio and, longer term,
standards converting VCR. (P. 12)

MATSUSHITA PRES. TANII sees eventual solution to DAT
problem through hardware-software negotiation. He's
certain system will overcome low sales. (P. 13)

CRAZY EDDIE CLOSES 17 of its 43 stores, citing
declining sales, depleted working capital. (P. 13)

FUTURE OF HDTV is focus of Annenbherg Washington
Program symposium, with speakers presenting outlook for
U.S. production and sales of receivers. (P. 14)

SEARS RESTRUCTURES retail store merchandising
organization into 6 business units, including
appliances/electronics, will cut 800 jobs. (P. 14)

APPEALS COURT DUMPS DISTRESS SALES POLICY: FCC distress sales policy is unconstitutional

because it violates due process guarantees of 5th Amendment to white applicants, according to 2-1 decision
March 31 by U.S. Appeals Court, D.C. In majority were Circuit Judges Laurence Silberman and George
MacKinnon, with Chief Judge Patricia Wald dissenting. In 50-page opinion with 40 footnotes, Silberman said
Alan Shurberg, who's white, was denied due process under Constitution "simply because of his race." He and
MacKinnon held that policy doesn't promote diversity in programming, as contended by Wald in her 43-page
dissent with 48 footnotes. Wald took several potshots at majority and was treated in kind by MacKinnon
(17-page statement, 29 footnotes) and Silberman.

Case involves Jan. 1985 distress sale of WHCT-TV (Ch. 18) Hartford by Faith Center to Astroline
Communications. FCC had rejected Shurberg's competing application for WHCT-TV after Faith Center had
been set for revocation hearing. Astroline deal was Faith's 3rd attempt to dispose of station under distress
sale. Court decision itself was only 2 paragraphs and said opinions of Silberman and MacKinnon "in some
respects differ in analysis." However, both concluded that FCC's "minority distress sale program
unconstitutionally deprives Alan Shurberg of [his] equal protection rights under the 5th Amendment because
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the [FCC policy] is not narrowly tailored to promote programming diversity.” Court remanded case to FCC
"for further proceedings not inconsistent with this opinion."

Silberman noted that Court resolution of case had been delayed by earlier Steele case (involving
minority preference for female applicant) and congressional budget authorization prohibiting FCC from
spending any money on inquiry as to legality of minority preferences -- as well as remand of Shurberg case
requested by FCC. He said it's "truly extraordinary" that after FCC had "admitted that it had not
adequately established a nexus between minority status and broadeast diversity to withstand constitutional
scrutiny [in Steele ecasel... Congress intervened with a continuing resolution to prevent the FCC from
expending funds to pursue that inquiry in accordance with our remand order... The congressional action is
especially troubling because it prevented the FCC from complying with a direct order of this Court."

Noting that Richard Ramirez —- "whose Hispanic surname was the predicate” bringing distress policy
into play -- held 21% interest and 70% voting control of Astroline, but contributed "less than 1% of the
station's operating capital,” Silberman said: "The Commission apparently found Astroline to be eligible to
participate in the distress sale simply because of Ramirez's Hispanic surname." Citing previous U.S.
Supreme Court and Appeals Court cases, he said "ancestry alone cannot be determinative in deciding who is
entitled to a minority preference. There must be some opportunity to exclude those individuals for whom
affirmative action is merely another business opportunity. For that reason... the FCC has failed sufficiently
to target the preference to those actually entitled to a remedy... The agency's conduct, therefore, is
contrary to the direction of the Court [in previous decisions] that racial classifications may be employed only
as a last resort." However, Silberman and MacKinnon didn't rule that FCC's distress sale policy per se is
unconstitutional.

But, said Silberman, policy imposed "an unconstitutional burden" on Shurberg because it deprived him "of
a unique opportunity to own a broadecasting station solely because of his race... The state of the record
makes it difficult for me even to guess at the extent to which nonminorities are excluded, except to say that
it is potentially limitless and completely within the control of the FCC... To label, as does [Wald's] dissent,
Shurberg's lost opportunity for a license as a mere potential 'windfall' is to belittle the hardship that he
suffers in losing that unique opportunity solely because of his race... A chance to compete for a license
elsewhere in the country is not an equivalent opportunity for Shurberg."

While Wald staunchly defended FCC's efforts to promote diversity, Silberman noted Commission's
repeal of fairness doctrine cited wide diversity of programming as prime reason: "Obviously, the FCC
cannot claim a compelling interest in fostering diversity of programming if such diversity already exists... It
seems implausible that the FCC at the same time [it revoked fairness doctrine] can have a compelling
interest in continuing to promote diverse programming through the distress sale policy."

Countering Wald argument that distress policy was "narrowly tailored,” MacKinnon said it's "not only
not 'narrowly tailored,’ it is a completely untailored program. That is, the program is open-ended in that
circumstances may cause it to be applied to any broadcast licensee without regard to any past discrimination
and thereby deprive all nonminorities of their right to equal access to a broadcast license. The FCC program
thus denies the equal access protection of the law to innocent nonminorities." He cited fact that Faith
Center had lost licenses for 2 TV stations and FM because it had solicited funds on air and didn't use money
for announced purpose.

Said Wald, in defending FCC action: "The majority's invalidation of the Commission's 10-year-old
minority distress sale program in my view impermissibly overturns a considered congressional judgment... of
assuring diversity of viewpoint over the national airwaves... The majority has too rigidly applied Supreme
Court affirmative action guidelines designed for other types of programs, ignored firm precedents in this
Circuit and failed to credit the explicit intent of Congress... I do not believe that so modest and targeted a
program furthering such a compelling aim violates the Constitution."

In reaction to decision, FCC Chmn. Patrick said agency "remains committed to ensuring minority
participation in the broadcasting industry [but] race alone should not control the licensing of broadcast
stations. As a legal matter, use of race-based criteria by government is constitutionally suspect and, except
where narrowly circumscribed, can deny others equal protection under the law. The Court's opinion lends
support to these positions... We continue to abhor discrimination and will actively pursue efforts to provide
assistance to those seeking entry into broadcasting."

Andrew Schwartzman, dir. of Media Access Project (which intervened in case on behalf of Astroline),
called decision "a miscarriage of justice... I'm real disappointed but I'm not surprised." However, expecting
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further court action, he warned "it's not over." He said FCC policies to help minorities enter broadeasting
had worked well and he was confident they would "easily stand muster -- even by the standards the Supreme
Court has established." Shurberg was overjoyed, saying he's gratified Court ruled that race alone isn't
determinent for broadcast license. "This decision will stick, unlike Steele," he predicted.

Note: Astroline placed WHCT-TV under Chapter 11 bankruptcy protection last fall, now is airing Home
Shopping Network more than 12 hours daily.

ROPER SAYS TV STILL IS AMERICA'S PRIMARY NEWS SOURCE: "The news about television continues
to be good." That's conclusion of 16th biennial Roper study for TIO, which found 75% of Americans watch
TV every day and 97% at least weekly. Study confirmed that TV remains primary source of news for 65% of
public, with newspapers 2nd at 42% (dual answers were permitted). TV also is "most believable" news
medium, outscoring newspapers 40% to 36%, and remains as primary news source for 65%, compared with
42% for newspapers, radio 14%, news magazines 4%. But, cable scored highest with viewers for having
better children's, entertainment, cultural and sports programs. "While much has changed about television's
form and substance in 30 years, what has not changed is America's fascination with the medium itself,"
Roper concluded.

For first time, Roper asked respondents to define what they meant by "watching television," found term
includes any programming viewed on TV screen -- whether over-air, cable or VCRs -- although 80% "still
consider watching television to mean viewing a program on the 3 major networks and their affiliated local
stations." Watching TV "still ranks high among things Americans say they look forward to each day," Roper
said. Regular TV rated higher than cable for local and national news coverage. Viewers, by large majority,
also said cable offers more sex, violence and profanity than regular TV.

Special section on 1988 presidential campaign found that more than half thought TV treated candidates
"about right." But, they said, net effect was "minimal” and had no influence on their interest. TV was found
to be "fair and interesting” in its coverage. Slightly more found coverage of Democratic convention
"interesting" than Republican convention.

Watching TV ranks 3rd among activities "people most anticipate doing during the day." Topping TV were
socializing and hearing-reading news. Americans (78%) were found to "prize their freedom to choose" TV
programs for themselves and few would delegate that responsibility to govt. or special interest groups. Even
larger number (88%) feel parents —- not govt. —-- should control what their children are exposed to on TV.
"The message is clear," Roper said. "Americans will accept no censorship of television programming."

Study concluded that popularity of TV continues to grow because "a majority of the public continues to
find it entertaining, interesting and informative" and favorable attitude is "much better" than 2 years ago.
Among negative TV attributes (10-21% of viewers) identified: In bad taste, dull, simple minded, annoying,
programs all same and "generally bad." Nearly half (49%) say TV is "generally good" while only 10% call it
"generally bad"; ratio has improved from 47% and 14%, respectively, in 1987 poll. In finding that has
remained steady for 25 years, 72% of viewers said commercials are fair price to pay for free TV, while 20%

disagreed.

Release of new Roper study was last official act of TIO, which ceased to exist March 31. It had been
supported by 3 TV networks and NAB, along with individual station subscribers, since 1957. Early Roper
studies dealt with single issue -- rigged quiz shows in 1959, then-FCC Chmn. Minow's "vast wasteland"
speech in 1961 -- but most recent ones have covered variety of issues. Biennial Roper study of TV will be
continued under auspices of NAB. Past studies always have been released during NAB convention but TIO
board (which also went out of existence March 31) wanted 1989 study released while it still had its own
identity. New study was compiled from 2,000 interviews conducted Nov. 12-19.

Basic cable rates in R.1. have risen twice as fast as Century Communications is buying stake in Citizens
inflation in last 3 years, survey by Providence Journal Utilities of Stamford, Conn., from Citizens Chmn. Richard
reported March 26. Average cable subscriber in state now Rosenthal and others. Century, major cable operator, is
pays $18.74 for basie, up 22% from 1985. Consumer Price paying $48 million for 900,000 shares of common; companies
Index in same span rose 11%, paper said. Journal also said wouldn't disclose how large a stake that constitutes.
subscribers in state get more for money than those Century said Rosenthal stake is largest single block and
elsewhere; for example, R.I. systems carry average of 47 Century will seek representation on board. Rosenthal said
channels, compared with national average of 35. Journal he was selling for personal and family reasons. Century

cable MSO has 16,500 subscribers in Pawtucket and Westerly Chmn. Leonard Tow said he had long-standing interest in
and 276,000 nationally. telephone business.
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FCC MOVES ON ABUSES: Going about as far as it thought
it could without encroaching on congressional authority,
FCC took several steps March 30 to curb abuses of renewal
process to put stop to "sham" applications seeking payoffs
and to illegitimate petitions to deny. Actions had been
expected (TVD March 27 pl). Agency also toughened its
Form 301 (used in applying for new stations) and sought
additional comments in effort to clarify criteria used in
comparative hearings.

On renewals, Commission: (1) Banned all settlement
agreements with competing applicants until initial decision
has been issued, and limited any licensee payment to
withdrawing applicants to "legitimate and prudent
expenses.” (2) Limited payments for withdrawal of petitions
to deny to actual expenses. (3) Required prior FCC approval
of all agreements with citizen groups. (4) Repealed
Cameron doctrine, which allowed competing applicants to
renewals to assume they could acquire incumbent's
transmitter site, permitting them to avoid completing
engineering portion of applications.

By prohibiting settlements before initial decision, FCC
said it would assure competitors represent "bona fide
applicants rather than those using the process to... extract a
settlement" for profit. Agency stressed that many petitions
to deny generally serve public interest, but said some
settlements "ean merely be disguised methods of paying off
nonlegitimate petitions, particularly where they receive
money." Therefore, Commission said, it will consider all
such settlements on case-by-case basis. It said it will
consider any payment to drop petition to deny, "either
directly or indirectly, contrary to the public interest and [it]
will not be approved.”

Agency said it no longer will enforce program-related
representations in citizens' agreements because it no longer
requires detailed program proposals in renewals or applies "a
promise-vs.-performance standard." There also is potential
for abuse caused by "unclear standards" currently used for
determining renewal expectancy, agency said. Therefore, it
asked for comments in attempt to clarify and reform those
standards: "Specifically, the Commission is seeking
comment on a proposal to maintain the current 'meritorious’
programming standard [and] to adopt a new order of proof
for establishing meritorious service."

Comr. Dennis, while saying action goes "a long way"
toward improving process, nevertheless dissented to parts of
order that require initial decision before settlement can be
made with competing applicant and other "policies so harsh
as to discourage the filing of legitimate petitions to deny."
She said banning early settlements will "provide little or no
additional deterrence [to abusel... Rather than encouraging
these legitimate settlements, we may be causing parties who
want to settle to endure a long, pointless hearing... It may be
time for Congress to... adopt a 2-step renewal process,
under which we would first examine the incumbent's
performance and then consider challenges only if the
incumbent's performance is unsatisfactory" -- procedure
advocated by NAB.

Chmn. Patrick said "we have for far too long tolerated
abuse of our processes." He called it "important and
significant” that FCC is taking first step to curb abuses:
"Our actions today will greatly discourage, if not eliminate,
the filing of comparative applications and petitions to deny
with the intent to extort cash settlements.”" Comr. Quello
said action is "long overdue" and one of "4 or 5 significant"
FCC steps in last 2 years.

APRIL 3, 1989

Mass Media Bureau Chief Alex Felker said new
procedures will take effect 60 days after publication in
Federal Register or when Office of Management & Budget
approves —— whichever is later. When they become
effective, he said, amendments will be required in pending
applications to meet new requirements. In answering
question, he referred to "quick-buck artists who simply take
the money and run," and said FCC is secking to require that
settlements be based on public interest "and not simply on
dollar terms."

NAB Pres. Edward Fritts said "FCC actions are a
significant step forward in curbing renewal abuses” and will
"discourage frivolous applications and those filed for the sole
purpose of seeking financial gain." However, he said NAB
would have preferred "a complete ban on payoffs... We hope
that the Congress can truly reform the renewal process by
banning payoffs altogether and eliminating comparative
renewals, which the FCC is not empowered to do." Media
Access Project Dir. Andrew Schwartzman said "this is
deregulation for the most part" and that his group could live
with ease-by-case consideration of petitions to deny.

In changing Form 301 requirements, FCC said it needed
additional information on finances, ownership and
integration from competing applicants. Such material will
"fill gaps in its reporting requirements that could contribute
to abuse" of application process, agency said. Additional
information also will "deter persons from filing applications
through sham entities," Commission said. Form 301 changes
were made primarily at request of FCBA.

_.—_-

Time Inc. has been asked by Rep. Bryant (D-Tex.) to
respond in "head-on and in a nonevasive manner" to INTV's
concerns on cable ownership issues raised in proposed merger
with Warner Communications Inc. (WCI). In letter March 27
to Time Vp-Govt. Affairs Brian Conboy, Bryant said he
"completely” disagreed with what he characterized as
Conboy's assessment that INTV's concerns had little to do
with merger. INTV wrote companies in March, expressing
worries about treatment independents could expect from
new company (TVD March 20 p2). Bryant said he hasn't
taken position yet on Time-Warner, but was dissatisfied with
Time's response. He said he believes proposed merger does
raise issues of ownership concentration and horizontal and
vertical integration. Lawmaker sits on House Commerce
and Judiciary Committees.

Cal. Bestrs. Assn. (CBA) is inviting broadcasters from
10 other western states to its July 16-18 convention, Fess
Parker's Red Lion Inn, Santa Barbara. Also invited are Cal.
Cable TV Assn., U.S. Telephone Assn. and National League
of Cities. CBA Exec. Dir. Vic Biondi said this is first time
so many state associations have been invited to regional
meeting. Prime reason, he said, is that radio licenses in 11
western states are up for renewal in 1990. Washington
attorney and former NAB Gen. Counsel Erwin Krasnow will
conduct seminar on how to develop "bullet-proof defense"
against competitors for renewal. Among other sessions:
"Changing Television Marketplace," featuring INTV Pres.
Preston Padden; "Changing Best. Marketplace,” with
participant from cable industry; syndicated exclusivity;
employe firings and discrimination suits.

Atlantic Bcstg. has been formed by Better
Communications of St. Louis and senior executives of
Communications Equity Assoc. to acquire TV-radio stations.
Its first purchase was independent KDNL-TV (Ch. 30) St.
Louis from Cox Enterprises. Better Communications is
headed by Barry Baker.
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SYNDEX, CABLE-TELCO UP FOR NCTA: NCTA board will
tackle 2 issues that have split industry at special April 6
meeting in Washington: Syndicated exclusivity (syndex) and
cable-telco. On syndex, board will decide whether to appeal
FCC reimposition of what cable calls blackout rules. On
cable-telco, we're told that NCTA will discuss possibly
softening stance against freeing RHCs to own cable systems
outside their local exchange areas. Before NCTA opts to
change position, board members said, there would have to be
better safeguards against cross-subsidies than now exist at
FCC.

Syndex item is timely because Commission released text
of revised ruling 2 weeks ago (TVD March 27 p6) and
publication in Federal Register is expected this week. That
will trigger 60-day period during which appeals may be filed
with U.S. Appeals Court, D.C. NCTA's timing problem
arises because next regularly scheduled board meeting isn't
until May 25. Board insiders told us it's too close to say
whether NCTA will appeal because there's deep split
between members willing to accept new scheme as part of
political strategy and those who see syndex posing
operational nightmare.

Shortly after FCC first voted to reimpose syndex last
spring, Pres. James Mooney issued statement saying NCTA
"obviously" will take issue to court. However, in news
conference after Commission extended effective date (TVD
Feb 27 pl), NCTA Exec. Vp Decker Anstrom declined to
commit to appeal.

On cable-telco, fact that NCTA was even discussing
changing position surprised observers we talked with. RHCs
are prohibited from providing any information service,
including cable, by Modified Final Judgment (MFJ). Other
telcos, such as GTE and Centel, which is selling its 578,000
subscribers, are allowed to operate cable systems outside
their local exchange areas. All telcos are prohibited from
being cable operators inside their service areas. However,
they may build systems and lease them back to cable
operators.

Some NCTA board members told us they strongly oppose
allowing any teleos to provide cable inside their service
areas. However, several noted there's apparent
discrimination between way RHCs are treated, compared
with telcos outside of service area. Arguments we heard
from cable insiders in favor of freeing RHCs: (1) If RHCs
are allowed to begin buying cable, and they acquire enough
systems, they will become part of cable fraternity and lose
desire to buy systems inside their service areas. (2) It's
going to happen eventually, with or without cable, so cable
might as well be friendly early. (3) RHC involvement will
bring more deep-pocket investors to cable, driving up system
prices.

Opponents argue that cable is in extended war with
telcos over USTA push for right to provide cable inside
service areas, and that industry should give no ground
without fight. NCTA has levied 15% surcharge on members

to pay for anti-telco battle.
—_._

Nearly 85% of N.Y. state judges were favorable or
neutral on presence of cameras in courtrooms, according to
survey released by Administrative Judge Matthew Crosson.
State has been conducting 18-month test. In survey, only
3.6% of judges said they felt presence of eameras made
jurors nervous. During experiment, news entities made 805
requests to televise or take still pictures of trials, and judges
granted 91% of them, Crosson said.

TV DIGEST—5

SCRAMBLING INQUIRY SET: FCC opened inquiry into
satellite TV scrambling March 30, aimed primarily at
question whether govt. should mandate universal encryption
standard. Inquiry is required by Satellite Home Viewer Act
of 1988. FCC staffer Jonathan Levy said there has been no
substantial change in satellite TV piracy situation since FCC
concluded in Feb. 1988 that there was no need for standard:
"The piracy situation was very severe before and it's very
severe today."

Inquiry is one of 3 FCC plans on scrambling.
Commission, which approved encryption standard notice of
inquiry at agenda meeting, is expected to issue similar
notices within next month on feasibility of imposing
syndicated exclusivity rules on program delivery to satellite
dish owners and on whether there's discrimination against
superstation and network programming distributors by
satellite carriers. Comments on encryption standards are
due 45 days after notice is released, replies 30 days later.

FCC is focusing on 6 areas: (1) Consumer costs and
benefits of universal encryption standard, including
investment in existing descramblers. (2) Incorporation of
technology advances, including advanced TV systems. (3)
Effect of universal standard on piracy. (4) Costs and
benefits for cable TV and satellite master antenna systems.
(5) Effect of standard on competition among equipment
manufacturers. (6) Impact of time delay in establishing FCC
standards. Commission said commenters also may want to
analyse relationship between standards issue and syndicated
exclusivity.

Commission is retaining "open mind" on universal
standard, Chmn. Patrick said, despite earlier decision that
General Instrument VideoCipher had become de facto
standard, eliminating need for FCC mandate. Comr. Quello
agreed Commission could "learn a little bit more" from
inquiry. Levy, in presentation to Commission, indicated
there had been some work on solving piracy problem,
including "a few" prosecutions and "dozens" of cases in
pipeline. He also cited GI efforts to upgrade VideoCipher
security, but said it was unlikely there would be "100%
effective solution."

_._

Century Computing will develop system to generate
specialized still pictures and test patterns for Advanced TV
Test Center (ATTC) under new contract. Pictures produced
by ATTC Objective Test System (AOTS) will be used to
evaluate proposed HDTV systems to be tested by Center.
Pictures will have 16 million pixels, 30 times typical
resolution of today's TV pictures, can be regenerated by
AOTS in precise format required by specific HDTV system.
Heart of AOTS is programmable Pixar Il Inage Computer,
geaturing processor for correcting and manipulating image

ata.

Citizens advocacy group Center for Science in the
Public Interest petitioned FCC last week to eliminate Sec.
317 waivers of 1984 Communications Act that require
broadcasters to disclose paid placements of brand name
produets in films they air. FCC currently waives disclosure
requirement for movies produced first for theater
distribution. Group targeted paid alcohol and cigaret
placements. It said it wants "conspicuous disclosure every
time a paid product placement is depicted."

Va. Gov. Gerald Baliles has signed into law measure
that requires local jurisdictions to grant 2nd cable franchises
with terms no less burdensome than franchise held by
incumbent.
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WARNER LOSES OVERBUILD CASE: Cities have won major
ruling in Fla. federal court that supports their right to
compete with franchised cable systems via municipal
overbuilds. Decision March 10 is first at federal level on
whether city has right to compete directly with cable
operator, according to lawyers involved in case. Suit was
filed by Warner against Niceville, Fla., after residents in
1985 voted 10-1 in favor of overbuild, and city received
permission to issue $2 million in revenue bonds. Warner
contended that would violate cable operator's 14th
Amendment rights because city would be both competitor
and regulator.

U.S. Dist. Court, Pensacola, Judge Roger Vinson ruled
that Warner had suffered no "actual or threatened"
deprivation of property: "The fact that the defendant has
become both its competitor and regulator does not, without
more, implicate due process.” Court had dismissed Warner's
First Amendment claim in April 11, 1988, order.

Niceville opted for overbuild because of service
outages, high rates and poor telephone customer service,
we're told. It plans service comparable with Warner's, as
well as 2-way capability that would provide burglar and fire
detection, all at rates lower than those charged by Warner,
lawyer said. City's sister, Valparaiso, also had municipally
owned cable system that was providing service comparable
with Warner's but at lower price, city lawyer said. Niceville
was aided in case by Pensacola City Attorney Donald Caton.
Caton said "anything's possible" when asked if Cox Cable,
franchisee in Pensacola, may face municipal overbuild.

Warner has nonexclusive franchise that runs through
1995. Vinson ruled that franchise hadn't been revoked and
Warner's authority to provide eable hadn't been threatened.
Company faced risk of competition at time it entered
franchise agreement and, while franchise is constitutionally
protected property, it doesn't provide contractual or
property right to be free from competition, judge said. He
said 14th Amendment doesn't protect against loss of business
due to competition. Judge said Warner must pay city's legal
costs.

Warner Cable spokesman said appeal is likely. It would
go to 11th U.S. Appeals Court, Atlanta. At time of
overbuild vote, system had 18 channels for $11.20 per
month; now it offers 34-channel basic for $15.20.

——.—

Adelphia Communications is paying $309.6 million to
acquire stock of Centel Cable unit that operates systems
serving 125,000 subscribers in southeast Fla. Deal is valued
at $2,475 per subscriber -- slightly above $2,422 average for
overall Centel deal. Adelphia estimated price it was paying
was 12.5 times cash flow for year ended Dec. 31, 1990. It
plans to finance acquisition through use of nonconsolidated
entity and joint venture in which 3rd parties may invest.
Centel also announced it had sold 60,000-subscriber
operation in Ky. to Simmons Communications. Systems were
expected to cost about $1,900 per subscriber, for $114
million total, we're told. Simmons didn't release terms.
Latest deals constitute final pieces of Centel sale of systems
with 578,000 subscribers. Earlier, Centel announced it had
reached definitive agreements to sell portions to ATC,
C-TEC, Jones, Warner (TVD March 27 pb).

National Economic Research Assoc. (NERA) has
merged telecommunications practice with Shooshan &
Jackson. Harry Shooshan, Charles Jackson and Jeffrey
Rohlfs become vps of NERA and Susan Leisner special
consultant. .

APRIL 3, 1988

Fox Bcstg. will lease 2 fulltime satellite transponders
from AT&T's Telstar system, clearing way for Fox TV
Network to expand program schedule quickly, potentially
making possible "fulltime existence," officials said. Fox
plans to offer "Movie Nights" one Mon. per month beginning
in May, add weekly Mon. night programming Sept. 11, Senior
Vp Brad Turrell said, and further expansion could occur as
market demand justifies. Network also is planning to expand
into Tues. evening slot in Oct., he said. "Investing in a
fulltime, long-term agreement for the use of a satellite was
a required next step as we expand our programming
delivery," Fox Bestg. Pres. Jamie Kellner said. "We can now
provide the highest quality service to our affiliates without
the confusion that existed before, when we bought satellite
time by the hour.” Leases are for life of transponders on
AT&T Telstar 303. Programs will be relayed on transponders
9H and 12V. No decision has been made on what to do with
large amount of transponder time Fox doesn't use, official
said.

Two prominent radio broadeasters soon will become
NAB executives, with appointments expected this week.
Lynn Christian, among founding members of NAFMB and
NRBA (now folded into NAB), will become senior vp-radio.
Set to become vp-govt. relations is ex-NAB radio board
member John David. Christian will replace David Parnigoni,
who unexpectedly resigned last week, effective May 5
(immediately after NAB convention). Parnigoni said: "I
really want to get back into station operation and
ownership." Christian is former exec. vp of Century Bestg.
of Chieago, now is with Century National Entertainment,
L.A. David will be in eharge of NAB political action fund
TARPAC, state association activities, Legislative Liaison
Committee. He served 4 years on radio board, with 2nd
term expiring in June 1988. He has worked with several
Okla., Kan. and Mo. radio stations, last fall sold KFSB(AM)
Joplin, Mo., which he had acquired in 1971, and is past pres.
of Mo. Bestrs. Assn.

NABET and Cap/ABC were said to be in "90-95%
agreement” at start of final negotiating session (after our
deadline) in San Diego March 31 -- day current contract
expired. Negotiators will take recess of undetermined
length before talks resume in Washington. Union, which
hasn't asked members for strike authorization vote against
ABC, complained at March 30 meeting that network hadn't
given its proposal enough consideration. For its part, ABC
made several concessions, offering: (1) Guarantee against
layoffs of NABET engineers for 18 months. (2) Bigger
financial package, including lump-sum payments and
guaranteed salary increases each of next 4 years. ABC also
said there has been "movement on both sides" on daily hires
-- sought by network, opposed by union -~ and on operation
of ENG equipment. In gesture of labor solidarity, NABET
has made $10,000 contribution to unions on strike against
Eastern Airlines.

TCI reported $93 million pretax earnings in 1988 (about
47¢ per fully diluted share) on $2.3 billion revenues, Pres.
John Malone told financial analysts in N.Y. last week.
Results compare with $49 million pretax earnings in 1987
(25¢) on $1.7 billion revenues. Malone said cash flow
increased 36.7% to $888 million from $650 million year
earlier. Earlier in March, Malone predicted TCI in 1989
would have $1.4 billion cash flow. Company executive
explained that would include 15-20% annual increase plus
results from United Cable TV when it merges with United
Artists Communications Inc. (UACI), now expected to close
in May, plus any other mergers that may come along.
Executive also said that at end of 1988, TCI had $6.2 billion
debt, which would climb to $7.5 billion on UACI-UCT deal.
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HDTV TESTING FOCUS OF REPORT: Upcoming report by
FCC Advanced TV Advisory Committee will focus on testing
of proposed HDTV systems, but apparently won't decide
crucial issue of what program material will be used for test,
we're told. First draft of Committee's latest report went
into mail March 31, but Chmn. Richard Wiley gave brief
advance look at what it's likely to include in speech to
Annenberg Washington Program HDTV symposium.

Wiley said much of report will deal with procedures and
timing of testing. Advanced TV Test Center has said it
needs to know as soon as possible what type of program
material to use to test systems so it ean begin purchasing
equipment. Advisory Committee is awaiting results of tests
on materials that could be used to evaluate competing
systems, so draft report isn't likely to make that crucial
decision. Wiley indicated that report will recommend
against testing simulations and that companies would have to
"come... hardware-ready.” In Annenberg speech, Wiley
mentioned possibility of Test Center's charging system
proponents fees to defray part of cost of testing, but
committee members have indicated decision is likely to be
left up to Test Center itself.

As in past, 20-page report is expected to include
overview of technical and economic analyses by
subcommittees and update on its work, we're told. It also is
expected to include listing of further issues to be decided
and rough timetable. Wiley said committee probably will
seek 2-year extension of its charter, expects to complete
testing in 1991, allowing FCC to decide on system and
standards in 1992 if it wants to.

_._

Citing plethora of competing media in N.Y.C. area,
FCC has approved assignment of WNEW(AM) N.Y. from
Metropolitan Bestg. to WNEW-AM Partnership -- composed
of Metropolitan and Westwood One. Philip Galasso had
opposed transfer, charging that it violated FCC ownership
rules and that proposed format change wasn't in public
interest. Metropolitan also owns WNEW(FM), and Westwood
is acquiring WQHT(FM) Lake Success, N.Y. [n approving
transfer, FCC said 22 FM, 17 AM and 11 TV stations are
licensed to N.Y. area, along with 7 cable systems.
"Therefore, the large number of media outlets strongly
militates against any adverse impact on the radio advertising
market" and doesn't violate ownership rules, agency said. As
for format change, agency said that's outside its purview and
for it to consider that factor would "deter innovation in
radio programming."

Ex-ABC Pres. Fred Pierce and his former programming
chief Fred Silverman have teamed to form Pierce/Silverman,
TV program production joint venture. Mack Anderson,
ex-KABC-TV L.A., is senior vp and will handle day-to-day
operations. Pierce and Silverman will continue operating
their separate production companies -- Frederick Pierce Co.
and Fred Silverman Co. Silverman also had been program
chief at CBS and pres. of NBC.

Groups opposing elimination of fairness doctrine by
FCC filed joint request in U.S. Appeals Court, D.C., March
27 seeking en banc rehearing in Syracuse Peace Council
case. Henry Geller and Donna Lampert, Media Access
Project and Citizens Communications Center of Georgetown
U. said Feb. 10 3-judge panel erred in ruling FCC had acted
properly in striking down fairness doctrine (TVD Feb 13 p1).

CNN is accessible to 50 million U.S. TV households,
TBS reported, citing Nielsen figures. CNN began in June
1980 with 1.7 million subsecribers.
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Jack Cooke said he ended talks on sale of Cooke
CableVision to consortium of cable operators, offered no
reason. He had signed letter of intent to sell cable systems
serving 700,000 subscribers in 19 states for about $1.5 billion
to consortium including Chambers, Falecon, InterMedia,

Rock Assoc., TCA Cable, TCI and some combination of
members of Rigas family, which controls Adelphia with
Hawk Cable. When he first offered systems for sale, Cooke
was said to be seeking $2,700-$2,800 per subscriber. At $1.5
billion, he would have received figure closer to $2,100.
However, he still stood to make profit of several hundred
million over what he paid. InterMedia had been negotiating
deal on behalf of consortium. Its spokesman, Alan Mutter,
said there "obviously” are unresolved issues and InterMedia
remained hopeful they could be settled.

House Telecom Subcommittee tentatively has set April
6 for children's TV hearing, 9:30, room to be announced,
Rayburn Bldg. Hearing is expected to focus on kidvid
legislation due to be reoffered this week by Subcommittee
Chmn, Markey (D-Mass.XTVD March 27 p4). Witnesses
weren't announced. Senate Communications Subcommittee
also tentatively has scheduled kidvid hearing for April 12,
focusing on potential educational value of TV for youngsters,
and not specifically on legislation, aide said. Witnesses
weren't announced, are expected to include public interest
advocates and academics. Meanwhile, House Subcommittee
set April 5 for markup of fairness doctrine legislation
(HR-315), 9:30 a.m., room to be announced, Rayburn Bldg.

HDTV 1,125/60 Group will conduct major demonstration
of HDTV production equipment at NAB convention in Las
Vegas April 29-May 2. Group will set up HDTV Production
Expo '89 at Tropicana Pavilion, with 30 manufacturers
showing equipment that meets SMPTE 240M standard.
Participants include Canon, Chyron, Dynair, Fujinon, Grass
Valley, Hitachi, Ikegami, Magni Systems, Merlin, Mitsubishi,
NEC, Nikon, Panasonic, Panavision, Quantel, Rank, Rebo,
Sanyo, Sharp, Shima Seiki, Snell & Wilcox, Sony, Tektronix,
To;hiba, Ultimatte, Utah Scientifie, U.S. JVC, VTE Digital
Video.

Comcast reported net loss of $47.6 million (-71¢ per
share) on $449.9 million revenue in 1988, compared with $9.4
million net loss (-15¢) on $309.2 million revenue year
earlier. Cash flow for 1988 rose 57% to $176.8 million from
$112.3 million. Comecast said it has $197 million in eash and
short-term investments. At end of 1988, it had 2.2 million
subscribers in affiliated operations, plus its 50% share of
those from Storer Cable, which is in partnership with TCI
and Knight-Ridder. Comecast stake in that partnership is
767,000 subscribers.

FCC last week established new class of FM service
(C3), designed to permit many Class A FMs to extend
coverage. New C3 FM stations will be permitted to operate
with maximum of 25 kw and 328 ft. antenna, with protected
coverage radius of 24 miles. FCC also increased minimum
facility (power and antenna height) requirements for C2
FMs, phased over 2 years. Agency released list of about 150
Class A stations it said it would upgrade on its own motion.

NAB TV board has been expanded with appointment of 3
new dirs. to represent TV affiliates' associations (which
made appointments): John Behnke, KOMO-TV Seattle, for
ABC; Joseph Carriere, KELO-TV Sioux Falls, for CBS;
Cyril Vetter, WLVA Baton Rouge, for NBC.

Museum of Bcstg. Roundtable breakfast speakers
scheduled at Warner hq, N.Y.: April 18, Roger Ailes, pres.,
Ailes Communications; May 15, Dennis Patrick, FCC chmn.
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Robert Wright, NBC pres., speaks on startup cable
network CNBC at April 12 lunch of Washington Metropolitan
Cable Club, Washington Marriott Hotel; he also specaks on
"Staying Alive Together" at April 18 ATAS lunch, Century
Plaza Hotel, L.A... Changes at NBC: Thomas Rogers
advanced to pres., NBC Cable & Business Development; J.B.
Holston named vp-gen. mgr., NBC International, new post;
Rosalyn Weinman advanced to vp-program standards and
community relations, NBC, new post... Promotions at
Cap/ABC: Stuart Bloomberg and Ted Harbert to exec.
vps-prime time for dramatic programs and current
series/specials/variety, respectively; Harry Factor to
vp-promotional sales.

FCC calendar -~ April 5: Gen. Counsel Diane Killory
participates on FCBA panel on recent trends in judicial
review of Commission decisions, 5-7 p.m., Washington
Marriott; April 6: Chmn. Patrick testifies before Senate
Commerce Appropriations Subcommittee, 10 a.m., Rm.
S-146, Capitol Bldg. Comr. Quello is lunch speaker at Kan.
City seminar on FCC mass media licensing/policy issues,
Westin Crown Center; several FCC staffers also will
participate... Pradman Kaul promoted to pres., Hughes
Network Systems.

Garth Ancier, ex-Fox Entertainment pres., joins Walt
Disney April 10 as pres.-network TV production, new post...
Changes at MPAA: Fritz Attaway, vp-gen. counsel, to add
duties of Kathy Zebrowski, vp-congressional affairs and
special counsel, who's expected to resign in May; Frances
Seghers, ex-Business Week magazine and onetime Warren
Publishing, to join in newly created lobbyist position.

Barbara Brogliatti, ex-Norman Lear and Lorimar
Telepictures, forms PR/mktg. firm Brogliatti Co... Jerry
Blair promoted to senior vp-legal and business affairs, MCA
Development... Gary Marsh advanced to vp-original
programming, Disney Channel, succeeding Paulo de Oliveira,
who forms own production firm... Fred Himelfarb, ex-NBC
and RCA, named full-time consultant, Panasonic Best.
Systems... Ronni Brand, ex-Noble Bestg. and Malrite, joins
RAB as western regional dir... Sarah Crisp promoted to
publicity coordinator, NCTA.

Ted Capener, vp-university relations, U. of Utah, is PBS
chmn.-designate, will succeed Alfred Stern at PBS annual
meeting April 12, San Diego... Lucy Bates promoted to
senior dir.-consumer research and planning, ATC... Jeff
Burnton advanced to regional sales mgr. (L.A.), Blair TV,
new post... Peter Marchant, deputy dir.-engineering, U.K.'s
Independent TV Network, rejoins BBC as TV chief engineer...
Richard Woollam, ex-chief exec., U.K.'s
Telecommunications Industry Assn., joins its Cable TV Assn.
as dir., succeeding Nicholas Mellersh, who becomes
dir.-development, U.K.'s Cable Corp.

Spencer Koch, ex-WJW-TV Cleveland, joins WIBK-TV
Detroit as station mgr.-sales vp... Robert Salat, ex-WCJB
Gainesville, named vp-gen. mgr., WCTI New Bern, N.C...
Jean Fuller, ex-TV Guide, joins WPCQ-TV Charlotte as
cable relations mgr... Bruce Allen, ex-Reiss Media,
appointed pres., Atlantic Satellite Communications...
Changes at TBS: Jeff Cohen advanced to senior creative
dir.-ads and promotion, Jeff Grimshaw promoted to
vp-on-air promotion, Judy Chastain expands duties as
vp-media services.

Louis Whitsett, chief-legal branch, FCC Mass Media
Bureau's Policy & Rules Div., joins Senate Science
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Subcommittee May 1 as minority counsel... Changes at
Lifetime cable network: Patrick Guy, ex-CBS News, joins as
vp-business and legal affairs; Sydney McQuoid advanced to
vp-affiliate relations-central region... Jim Thomson,
vp-southern div. mgr., Worldvision Enterprises, retires May
1, remains consultant; Karl Middelburg will succeed him as
southern div. mgr... Kipp Rogers, ex-Paul, Weiss, Rifkind,
Wharton & Garrison law firm, joins HBO as dir.-business
affairs-west coast... lan Clubb joins British Satellite Bestg.
as group finance dir... Mark Altschuler. ex-vp-dir.-program
sales, World Event Produetions, appointed dir.-southeast
sales, D.L. Taffner... Andrew Kaplan advanced to senior vp,
Columbia Pictures TV office of chmn.

John Curley advanced April 1 to Gannett chmn.,
succeeding Allen Neuharth, retiring... Andrew Kaplan
promoted to senior vp, Columbia Pictures TV... Nancy
Mason, ex-chief of staff to Rep. Packard (R-Cal.), joins
NTIA as dir.-congressional affairs... Advancements at MTV
Networks: Abby Terkuhle to vp-creative, MTV service;
Linda Corradina to vp-news and specials, MTV; John Mulvey
to vp-human resources.

_._

NAB's COLTAM is seeking research proposals from
outside companies in effort to design and test new personal
TV viewing diary. Industry has invested $400,000 in project,
headed by NAB TV Dir. Gary Chapman of LIN Bestg.
Deadline for proposals is April 17. Details: 202-429-5382.
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STATE OF THE INDUSTRY

Sales to dealers, from EIA, for 3rd statistical week of March and year to date:

MARCH 1988 % MARCH 11 WEEKS 11 WEEKS %
11-17 WEEK CHANGE 4-10 1989 1988 CHANGE
TOTAL COLCR..... 362,274*% 356,059 3351987 323,691* 4,133,130 3,588,426 HL5E2
DIRECT-VIEW. .. 35971521 S 351% 03T 2L 320,355* 4,090,387 3,537,168 +15.6
PROJECTION.... 258 5,022* -45.2 3,336 42,743 51,258 -16.6
TOTAL VCR....... 206,560* 182,701 +13.1 134,231 17,825,363 2,157,067 -15.6
DECKS......... 181,923 166,701 + 9.1 118,814 1,546,273 1,937,008 =20L2
CAMCORDERS. ... 24,637* 16,000 +54.0 15,417 274,890 220,059 +24.9

Color TV 5-week moving average: 1989--389,046%; 1988--350,339 (up 11.0%).
VCR deck 5-week moving average: 1989--159,688; 1988--184,191 (down 13.3%).
Camcorder 5-week moving average: 1989--28,438*; 1988--21,190 (up 34.2%).

* Record for period.

THOMSON PLANS BIG-TUBE PRODUCTION FOR 1990: Thomson Consumer Electronics will begin
producing 31" and 35" color TV picture tubes under RCA brand at its tube plant in Marion, Ind., in 1990,
following $75-million expansion of facility, company said last week. Expansion, which we forecast in Jan.

. (TVD Jan 16 pl2), represents Thomson's largest single investment in U.S. production facility to date,
spokesman said.

Growing worldwide demand for large-screen TVs -- which is creating shortage of tubes -- is catalyst
for expansion of plant, Thomson said. Currently, Mitsubishi Electrie plant in Kyoto is world's only producer
of 35" tubes. Mitsubishi still is looking for site for new, big-screen tube plant, and U.S. location is "very
strong possibility," Audio/Video Group Exec. Vp Terry O'Flynn told us last week.

Marion tube plant will begin making 31" picture tubes in mid-1990, will add 35" tubes late in year,
Thomson said. Facility, which now produces 19", 20" and 25" sizes, is large enough for installation of
production equipment for bigger tubes, company said. It also has tube plant in Scranton, Pa.

Thomson didn't disclose specific production plans for 31" or 35" tubes. It expects to increase number of
employes at plant from current 1,900 when work starts on larger tubes. Thomson N. America Tube Div. Vp
John Neville said consumer demand for receivers in sizes larger than 30" is expected to "increase
significantly in the coming years." He predicted sales of larger direct-view color sets will rise to one million
in 1992, from 200,000 this year. Expansion of tube plant is Thomson's "first sizeable investment" in U.S.
plant, although French company has continually upgraded RCA color TV plant in Bloomington, Ind.,
spokesman said.

Thomson also confirmed that it will debut VHP (very high performance) 27" RCA picture tube by
midyear. New type of tube, to be made at Scranton plant, has greater brightness and resolution, company
said. It will replace standard 27" tube used in current sets.

Worldwide tube shortage has forced manufacturers into scramble for new plants or expansion of existing
facilities. In addition to Mitsubishi plans for new plant, Sony is looking into adding 32" Trinitron tube
production in San Diego, Toshiba is considering expansion of its Horseheads, N.Y., factory, and Matsushita
will open large-tube plant in Troy, O., later this year. Mitsubishi's O'Flynn said new RCA plant will help
boost worldwide supply of 31" tubes.

NEW DISPLAYS STAR AT JAPAN TECH SHOW: Bright new ways to make pictures without traditional
cathode ray tubes -- at least one of them very close to commercial production -- were real eyecatchers at
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big Matsushita Electrie Exhibit of Technology in Tokyo last week, celebrating 70th anniversary of worldwide
electronics giant.

"Beam Matrix" flat color display combining principles of LCD and CR tube -- shown in early prototype .
in 1985 -- has been perfected and was demonstrated in what appeared to be completely tooled TV sets in
glossy black cabinets, 30 of which were mounted on wall display. Attractive sets, almost square, measuring
8.9x9.2" but only 2.5" deep, showed extremely bright and detailed 6" picture, with colors of best picture-tube
quality. Very commercially acceptable picture had 448x228 (102,144) pixel resolution.

Display is in evacuated glass envelope that's completely rectangular, with no neck or stem. It's
basically a sandwich, with one eathode for each horizontal row of phosphor stripes. Electron beams from
filament cathodes go through series of electrodes or grids for control, modulation and horizontal and vertical
deflection to relatively conventional phosphor faceplate. Matsushita says drive matrix system is similar to
that of LCD, while phosphor screen principle is same as that of conventional CRT. It said advantages were
wide range of color reproducibility, same as that achieved in CRT, extremely high brightness, wide viewing
angle, uniform focus over entire screen surface.

Although first actual product is almost certain to be 6" set, Matsushita says one of advantages of system
is that it's applicable to larger sizes. Indeed, 16" version with very high resolution also was displayed, but
that clearly was lab model, with horizontal line structure visible on screen. However, color and brightness
were extremely good, and at 2.75" it was very little thicker than 6" version. Matsushita officials declined to
state when system would be commercialized, but apparently advanced tooling on 6" model indicated set
might be offered within year, and one official indicated system was in production engineering stage.
Principle involved in display appears to be similar to that used by Sarnoff Lab several years ago in work on
modular flat color tube that never resulted in product.

Also shown by Matsushita and apparently reasonably close to commercial product was "flat" beam-index
tube, also 6". Tube uses same principle as 4" Sony clock TV, now on market, but neck of tube is almost
parallel to faceplate (Sanyo showed beam-index tube of similar design at last winter's Consumer Electronics
Show). Picture, with 200 lines resolution, isn't as good as that of Beam Matrix display in detail, brightness or
color, but Matsushita officials said it would be cheaper to produce since its design is much closer to that of
conventional CRT. Prototype demonstrated was built into back of airline seat (same display was at
Panasonic exhibit at CES in Las Vegas), where it might have some applicability —-- although 6" Beam Matrix
display would seem to be better for that purpose.

Extremely impressive 6" LCD -- possibly best such display we've seen —- used thin film transistor (TFT)
array whose driver IC chips were mounted directly on glass substrate. Described as high-resolution display
with 476x630 (299,880) pixels, it used progressive scan, and was claimed to have 1.3 times improvement in
operating speed over conventional LCDs. Little information was available on eommercial plans, but engineer
said concept might be ready in 1-2 years.

Same system, but with 2.8" LCDs, was at heart of high-resolution 40" tubeless rear projector that used
250-w high-intensity short-arc metal halide lamp as light source. Picture had none of grainy mosaic
characteristic of previously demonstrated LCD projectors (Kodak, Seiko, Sharp). Model demonstrated used
IDTV progressive scan, with 312,000 pixel resolution (650x480). Also demonstrated were
ultra-high-resolution LCD computer displays, including 20" color version with 873,600 pixels and
4-million-pixel LCD color projector.

1988 VCR AND CAMCORDER MARKET SHARE SURVEY: Some significant shifts among 2nd-tier brands
were indicated in our annual VCR deck market-share survey, along with major changes in market shares
among camcorder brands. RCA held onto top spot in both fields, increasing its margin in decks, but was
being seriously threatened by Panasonic in camcorders. In decks, Emerson, in 11th place as recently as 1986,
was biggest gainer, jumping into 3rd place behind Panasonic.

Our annual VCR market share survey is indicative of broad trends. It's not engraved in stone, and we
offer space to any brand that feels slighted. It's derived by asking VCR marketers to estimate their
competitors' shares (not their own). Results are medians of responses to our questionnaire, with averages
lllfsaed to break ties in rankings. Survey covers sales to dealers by brand -- not manufacturer -- for calendar

88.

In VCRs and VCPs, both of top 2 brands lost some share, but distance between No. 1 RCA and No. 2
Panasonic widened from 1987's single point to almost 2. New No. 3 Emerson jumped 2.7 points to displace
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Sharp in that spot by tiny margin. (Emerson's Sales & Mktg. Vp Ed Ryan, incidentally, says his company's
share actually was 10.6% on basis of its imports of well over million VCRs in 1988.)

Only other major share increase of more than point was by Magnavox, climbing 1.25 points and rising
from 8th to 5th place. Panasonic lost 1.55 point, while Fisher and Hitachi both were down one point,
dropping former from 4th to 11th place. Taking co-owned brands, Thomson's RCA and GE totaled 15.5% of
market, Matsushita's Panasonic and Quasar 10.45%, Philips' Magnavox, Sylvania and Phileo 7.25%, Sanyo
Fisher 6.2%.

In table below, each 1988 sale represents about 107,500 decks. Since these are only estimates based on
competitors' opinions -- and range of estimates varies so widely -- changes of less than percentage point in
share aren't necessarily significant. We didn't rank the 16 brands that came in below 0.4%.

TELEVISION DIGEST VCR MARKET-SHARE SURVEY

Home VCR and VCP Decks

1988 1988 1988 1987 1987 1986 1985*% 1984* 1983 1982
Rank Brand % Share Range Rank Share Share Share Share Share Share
1 I5E5 0 0100000 blobio 10.25 8.0-14.0 1 11.0 12.0 13.75 16.0 16.0 22.0
2 Panasonic...... 8.45 6.5-12.5 2 10.0 25 12.05 14.0 15.0 17.75
3 Emerson........ Vol 3.0-9.2 5 5.0 4.0 2.0 0.9 - —
4 SN2 0)56 615010 010 4 9 7.5 5.0-8.0 3 6.0 4.8 4.0 5343 3.0 1955/
5 Magnavox....... 5.5 4.0-6.5 8 4.25 4.0 4.0 4.0 4.65 4.0
6 €136 600000000 600 5.25 SH5=SH0 6 3. 510 5.0 5140 SHS. Sk0
7 Sears....eo00es 4.8 2.0-7.0 7 4.5 5E10 5.0 4,575 4.65 SED
8 Zenith......... 4.45 2.0-5.5 10 4.0 4.0 3.45 SN0 2.6 4.1
9 Mitsubishi..... 4.15 3.0-5.5 9 4,25 4.0 325 2.0 2550 1.0
10 Toshiba..... 000 4.0 1.0-5.0 11 389 855 3.05 1955 192 1.0
11 600000000 4.0 1.0-6.0 4 5.0 6.75 1 4&3) 6.0 5.0 2.0
12 Goldstar....... 3145 2.0-5.0 14 29 o8 0.85 == - —=
13 IVCooo0000000000 25 7) 1.3-6.0 18 263 o) 3.6 S0 5.0 4.1
14 Samsung........ 2.45 2.0-4.0 16 2195 2.0 0.9 == - -
15 Sanyo....e00. .. 2.2 1.0-5.0 12 3.1 4.0 4.0 5.0 S)o(0) 4.0
16 (VIG5 606 0k 000 250 1.5-6.0 17 25 3.0 4.05 5.0 4.6 Jod)
17 Hiltachily. ... ... 2.0 1.5-5.0 1S 3.0 3.0 <356) 3E18 4.0 3.4
18 5131052010 600800 G0 0 2.0 0.2-3.0 19 %05 3.1 4.75 6.5 750 13.0
19 1 1560000000000 2.0 1.0-3.0 15 200019 2.0 1.0 1L50) == -
20 Montgomery Ward 2.0 1L (0=2 05 20 1.75 1545 1385 G8) 1985 1.0
21 Symphonic...... 20 0.4-4.0 26 )55 0.35 = == - -
22 J.C. Penney.... 1993 ©)o5=2 5 22 1.0 S 1.75 188 oS Lo dl
23 Sylvania....... 1885 0.5-4.0 21 1.2 65 1995 2.0 2.0 2.0
24 Realistic...... 1.2 0.5-4.0 23 1.0 0.625 0.5 0.5 == ==
25 Curtis Mathes.. 0.65 0.2-1.0 24 0.9 0.93 1.0 1.0 1.0 1.0
26 Shintom........ 0)55)3) 0.1-2.0 == == == == == == -
27 Daewoo....cuv .. 0.5 0.1-1.0 28 0.4 - - - —_— -
28 Philco......... 0.4 0.1-1.5 27 0.5 0.5 0]55) 0.8 0.9 0.7
Total, 28 brands. . .. 94.75
All others. . . ... 5.25

Cited, with median share less than 0.4%: Akai, Canon, Craig, Kenwood, Lloyd's, Minolta,
Multitech, Pioneer, Portavideo, Sampo, H.H. Scott, Tatung, Teknika, TMK, Tote Vision, Yamaha.

* Not directly comparable with later years' data because these figures include camcorders.

(C) 1989 Warren Publishing, Inc. May not be copied without written permission.

In camcorders, only half point now separates No. 1 RCA from No. 2 Panasonic, as former dropped i3
almost 2 points and Panasonic gained 2.5. As booming market grows, some major upheavals presumably are
occurring -- but we don't know whether they reflect that much actual volatility in camcorders, or industry's
perception.
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Among other major changes from 1987 to 1988 is Sony's 2-point leap to 12% share. Since Sony sells only
8mm camcorders, and other brands would add another few percentage points, this would give 8mm 15-17% of
camcorder market, as opposed to most estimates that run around 11-12%. There was pretty general
agreement among survey respondents that Sears has improved its position in cameorders, and our results
show almost 2-point gain. Montgomery Ward shows rise of full point.

A couple of steep declines are unexplained. While Zenith Chmn. Jerry Pearlman conceded that company
wasn't "well positioned" in camcorder market last year because of lack of popularly priced full-sized VHS
(TVD Feb 27 p10), a 50% drop in share (3 points) would seem rather steep; JVC showed 1.7-point fall.
Virtually all film camera makers lost ground in camcorder market, presumably as electronic brands made
bigger effort because of increasing importance of market -- cumulatively, they seem to have dropped to
under 7% from nearly 10% last year (TVD March 21/87 p8). Of course, as market grows, a brand can lose
share and still increase its sales —— each point in 1988 represents 20,000 camcorders vs. 16,000 for a 1977

point. Here are camcorder share survey results:

Camcorders
1988 1988 1988 1987 1987 1986
Rank % Share Range Rank  Share Share
I IRCAT Lok x o Ehowewe Lok 16.0 11.0-20.0 1 17.74 18.0
2 Panasonic...... 15.5 11.0-20.0 2 13.0 13.7
&) 5610 66,0000 0000 12.0 8.0-18.7 3 10.0 8.4
4 ‘SeASivieessoses 7.0 1.0-13.5 7 5925 3.0
5 Magnavox....... (565 3.0-7.8 6 6.25 6.0
6 IGEEwints 206150 > o ks 6.0 4.0-8.5 5 6.75 7.0
7/l 1 VE H R o 5.3 1.5-11.0 4 7.0 70
88 Halttacha's ... . 4.0 3.0-7.0 9 4.0 4.2
) e 950 60d 0 0 00 0 3 3.0 2.2-9.0 11 203 2.5
10 Zenith......... 30 0.6-5.0 8 6.0 6.0
11 Quasar......... %o 1.3-3.0 10 3.0 3.0
12 Montgomery Ward 19SS 0.5-3.0 23 0.5 OMS
13 Toshiba........ 1.5 0.1-2.0 13 679 1.75
14 Canon.......... 1.4 0.5-3.0 14 1.65 2.0
15 Minolta........ 1.3 0.5-2.8 12 2.0 1.0
16 Realistic...... 1.0 0.2-4.0 - - -
17 Sanyo.......oe.. 1.0 0.3-4.5 19 1.0 2.0
18 Fisher......... 1.0 0.2-3.0 - - -
19 J.C. Penney.... 1.0 0.5-3.0 22 1.0 0.75
18 Sylvania....... 1950 0.2-4.0 18 1.0 1.0
19 Olympus........ 1.0 0.5-2.0 16 1.25 1.0
20 ANBEER 5 5 s[5 oxers 1.0 0.2-2.0 15 195 1.0
21 Mitsubishi..... 0.9 0.1-2.0 21 1.0 0.75
24 Pentax......... 0.8 0.5-1.5 L7/ ol 50
250 BRITICOM. o ek 0.5 0.2-2.0 26 0.5 0.5
26 Kyocera(Yashica) 0.5 0.2-1.5 20 1.0 065
27 Curtis Mathes.. 0.5 0.4-1.0 25 0.5 0.5
28 ChENentss. e .. o 0.5 0.1-1.5 - - -
298 KON o1 ek ) ehole) oo e 0.5 0.2-1.0 - - -
Total, 29 brands 97.3
Others. ...... 2.7

Also cited (less than 0.5%): Daewoo, Elmo, Teknika.

(C) 1989 Warren Publishing Inc. May not be copied without written permission.

UNIVERSAL VCRs, PCM AUDIO, 'F/C' FOR VHS: Next steps in VHS: combination player for full-size VHS
and VHS-C, digital PCM (pulse code modulation) audio, and -- in further future -- recorder that freely
converts TV standards, eliminating technological barriers to worldwide cassette exchange.

Next major project by VHS group, according to leader JVC, is 'F/C' VCR -- meaning full-size recorder
that will accept VHS-C cassette without adaptor. Virtually all major manufacturers in VHS group are
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working on this, and it's reasonably certain mechanism will be designed by year-end. It's believed most
manufacturers employ approach using internal adaptor that's pushed out of way when full-size cassette is

inserted.

Second priority is PCM digital audio track. "We will not be satisfied with audio which is no better than
the current AFM stereo track on VHS Hi-Fi,” JVC spokesman told us, in apparent reference to digital audio
system used in 8mm, which some have criticized as lacking in quality. JVC, as proprietor of VHS system,
can develop and impose standard unilaterally, but official said company will listen to ideas of other members
of VHS group before adopting any format. Such standard conceivably could come by year-end, with

production in 1990.

Introduction in Europe of digital effects Panasonic VCR that can play back NTSC as well as PAL

cassettes through PAL TV (TVD March 20 pl6) has focused attention on possibility of worldwide VCR.
Panasonic officials said last week there was no technical reason why machine couldn't be introduced in U.S.
that would play PAL tapes through most NTSC sets, but they doubted there was true need for it.

In longer run, however, Matsushita has eye on true standards-converting VCR. Matsushita Electric
Exhibition of Technology in Tokyo last week featured developmental home VCR deck with digital standards
converter that could record and play back programs in NTSC, PAL or SECAM and convert any format into
any of the others, converting not only transmission systems but also field frequency and scanning lines.
There was no indication when such a recorder actually would be available.

TANII ON DAT: Although worldwide interest in digital
audio tape (DAT) recorders appears to be at low ebb,
Matsushita Electric Pres. Akio Tanii said last week he was
certain system would survive and "make further progress in
the future.”

Sales of DAT recorders are slow in Japan because of
high prices, and manufacturers there have refused to export
consumer recorders because of complaints by major record
manufacturers that they're too good and can be used to
violate copyrights by making copies of Compact Discs
indistinguishable from original.

At news conference with journalists from around world
in Tokyo last week end, Tanii was adamant about need for
negotiation with software industry to arrive at system to
protect copyrights. Under intense questioning, he insisted
answer to problem was "negotiation and peaceful
coexistence." Tanii pointed out that European and Japanese
manufacturers have established working group with
International Federation of Phonogram & Videogram Mfrs.
(IFPD to tackle problem and said "software industry should
have the right to protect their work."

He likened hardware and software industries to "2
wheels in one vehicle" -- both needed to "make it go
forward." Different regulation and laws in different
countries make problem "more difficult," he added.
Although this type of negotiation is unusual for industry, he
insisted it was only way to solve problem, saying that "in the
future, this (DAT) technology will be welcomed"” by

consumers.
__.——

EIA opposes bill designed to set guidelines for
preventing price-fixing schemes by manufacturers and
dealers (TVD March 27 p13). Trade group was among
organizations and companies that signed letter to House
Judiciary Committee asking that HR-1236 be rejected. Bill
"could impair the flexibility of suppliers” and "create the
threat of treble damage lawsuits for legitimate,
commercially reasonable activities," letter said. Letter
signers included Canon USA, Casio, Denon, Dynascan,
Hitachi Sales Corp. America, Kenwood USA, Mitsubishi
Electric, NEC Home Electronics, N. American Philips,
Sharp, Sony, Thomson, Zenith.

CRAZY EDDIE CLOSINGS: Crazy Eddie said last week

it's closing 17 retail outlets because of declining sales and
depleted working capital. Consumer electronics retailer said
it will focus on its 26 most competitive stores, and is
considering "financial restructuring,” but wouldn't give
details.

Peter Martosella, who succeeded Elias Zinn as Crazy
Eddie pres.-CEOQ in Feb., blamed retailer's financial troubles
on former management group led by company founder Eddie
Antar. Zinn group had won control of retailer from Antar in
Nov. 1987 proxy fight, later discovered $45 million inventory
shortfall (TVD Nov 23/87 p12).

"The overwhelming structural problems inherited from
the Antar management, in particular the massive inventory
shortage, excessive long-term debt and certain unprofitable
store locations, coupled with a recent precipitous drop in
sales, has depleted working capital and necessitated a
restructuring” of company, Martosella said.

Crazy Eddie, which had $8 million net loss in 3rd
quarter ended Nov. 27 on 17.5% lower sales of $56.7 million,
said it met with major suppliers to discuss financial
restructuring. It had $56.7 million loss in same year-earlier
period.

_._

Mergers & Acquisitions: Shamrock Holdings'
9-month-long attempt to take over Polaroid ended last week
with agreement in which Shamrock said it won't seek control
of Polaroid for 10 years and Polaroid will pay Shamrock $20
million for litigation expenses and tender offer. Del. court
recently had upheld Polaroid antitakeover defense, dealing
severe blow to Shamrock effort to acquire firm... NAD
USA, marketer of high-end audio and video products,
announced it's merging with Lincolnwood Ltd., NAD
subsidiary for distribution of outside-developed products.

THIS WEEK'S YEN RATE

Yen values have been converted to dollars in
this week's issue at 133 yen = $1, except where noted.
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SYMPOSIUM LOOKS AT HDTV: Compatibility with
present TV sets is prime requirement for HDTV to achieve
enough mass market penetration to provide benefits and
spinoffs desired by semiconductor and other industries, BIS
Mackintosh Exec. Dir. Robert Whiskin. Other speakers at
HDTV symposium sponsored by Annenberg Washington
Program pointed out U.S. TV equipment market no longer is
large enough to provide critical mass necessary for set
makers.

Most HDTYV sets sold in U.S. will be made in U.S.
because they will be predominantly large-screen sets and
because of "good business reasons," Sony Advanced Systems
Pres. William Connolly said. He said more than 85% of Sony
sets sold in U.S. already are made here. There was some
doubt, though, where U.S. manufacturer investment will
come from -- Zenith Consumer Products Pres. Robert
Hansen said his company has "generally stopped investing" in
development of consumer electronics.

Defense Advanced Research Projects Agency (DARPA)
needs more money to support HDTV display development,
American Electronics Assn. (AEA) Vp Pat Hubbard said. She
said DARPA probably needs to spend $100 million per year
for 3 years on HDTV development, many times $30 million
now budgeted. However, NTIA Dir. Alfred Sikes indicated
private industry could foot much of bill, saying companies
that applied for DARPA grants, excluding Sony, have total
annual cash flow of $36 billion and those participating in
AEA's HDTYV project have total cash flow of $22-$23 billion

per year.

Europe is progressing on HDTYV set development,
Whiskin pointed out. He said Philips already has developed
32" and 36" versions of screen with 16:9 aspect ratio.
Whiskin said wide screen will drive European demand for
enhanced-definition TV through 1995, with demand for large
screens pushing HDTV after 1995. Whiskin predicted that no
one region -- N. America, Europe or Japan -- will deliver
one million HDTV sets per year before turn of century, but
that European demand alone will reach 8 million per year by
2010.

Other developments at HDTV conference: (1) Hansen
said picture improvement generated by HDTV will be
approximately equal to what has occurred with little fanfare
in regular color TV in last 20 years. (2) Japanese consumers
will be able to buy $100 converter to translate
satellite-delivered MUSE HDTYV, which is incompatible with
present sets, to signal that can be shown on existing sets,
Japanese PTT Deputy Dir. Gen. Shigeo Shishido said. (3)
Europe's Eureka project will demonstrate improved version
of its HDTV production/transmission chain at conferences in
Montreux, Switzerland, in June and in Berlin in Aug.,
Thomson International Dir. Gen. Jean Caillot said.

_.————

Projection TV sales to dealers plunged in 3rd week of
March, following 2 straight weekly increases (see State of
the Industry). Projection TV sales were down 13.1% in first
3 weeks of month and 16.6% in first 11 weeks of 1989, EIA
said. Sales of all other video products rose in week, with
direct-view color TV, total VCR and cameorders setting
records. Month-to-date sales through 3 weeks: color TV up
11.8%, VCR up 12.1%, camcorder up 51.4%. EIA figures
indicate that cumulative VCR sales since 1975 passed 70
million mark in 4th week of March.

Pioneer car audio system with Compact Disc player
will be included in Toyota Lexus cars sold in U.S. beginning
in fall.

APRIL 3, 1989

SEARS REORGANIZES: Sears is restructuring its retail
store merchandising organization into 6 business units,
including appliances/electronics, to "bring more expertise --
business by business -- to Sears stores," Sears Merchandise
Group Chmn.-CEO Michael Bozic said. Reorganization,
which will cut 800 management positions nationwide, is
expected to be completed by Aug. 1.

Under new plan, each business sector in retail outlets
will report directly to district manager responsible for
customer service, sales and profits in at least 10 Sears
stores. District manager will report on particular
merchandise sector to region manager, who in turn reports
to divisional merchandise manager in Chicago hq. Under
current structure, regional managers are responsible for
entire store, with separate staffs for store management and
merchandise buying.

Move is part of Sears' recent effort to improve
competitiveness, which also includes shift to "everyday low
pricing” and addition of national brand merchandise (TVD
Feb 27 p13, Nov 7 p17). It will allow elimination of 24
regional administration offices, Sears said. Some managers
will be offered "reorganization incentive package" to leave
company, including salary continuation and early retirement
benefits.

In another development, Sears said it will move
merchandise group hq out of Sears Tower in Chicago over
4-year period, rather than over 2 years as planned. It's
trying to sell building for $1.1-$1.3 billion, and said it would
rent space there from buyer. Sears said in Nov. it would
move 8,000 merchandising employes to unspecified locations
and 600 would remain in building.

Sears spent $110 million in first 3 weeks of March to
advertise new pricing policy nationwide, N.Y. Times
reported. Campaign included 700 TV and 1,300 radio
commercials and full-page ads in 900 newspapers. Retailer
is expected to show 10-14% increase in March sales,
compared with March 1988. Sears will announce March sales

this week.
_._

National Captioning Institute's (NCI) Corporate
Advisory Council has adopted resolution urging TV
manufacturers to build closed caption decoding eapability
into new sets by 1991. Resolution by 85-member Council,
including representatives of many nations' largest
companies, said technology "is now available to enable the
decoder circuitry to be built into new [TV] sets" and "the
availability of decoder-equipped... sets could significantly
increase the audience served" by closed captioning. NCI
board, meanwhile, directed management to explore
development of inexpensive decoder chip needed by
manufacturers. NCI Pres. John Ball said push was backed in
recent report by U.S. Commission on Education of the Deaf,
which recommended that Congress require FCC to issue
rules making new sets capable of receiving closed captioning.

Magnat America, U.S. distributor of Magnat
Technologies brand high-end loudspeakers, said it will close
operations here. Magnat Technologies Chmn. Rainer Haas
said: "Considerable additional investment would be required
to continue Magnat America as an independent company,
which we are not able to justify at this time."”

HDTV projection TV system will be unveiled by Sony
in late Sept., aceording to report in Japan. Product will
have 100-130" viewing screen with reported brightness of
300 lumens, cost more than $75,000.
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SOME RETAIL PRICES UP: Average retail prices of
largest and smallest color TV sizes increased last year,
reaching their highs in Dec., according to EI.CAP panel of
more than 1,200 retail operations by Elrick & Lavidge.

ELCAP survey showed average prices up moderately for
most screen sizes in Deec. as compared with Oct.-Nov.
Average Dec. retail prices and percentage change from
Oct.-Nov.: 8" and under, $209 (up 5%); 9-12", $228 (up
12.3%); 13-14", $207 (up 4.5%); 19", $255 (up 2%); 20-24",
$338 (down 3.4%); 25", $383 (down 2.5%); 26" and over,
$631 (up 3%); consoles 25" and under, $423 (down 2.3%); 26"
and over, $823 (up 9.9%); projection, $2,396 (up 2.7%).

Full-year average prices hit high in Dec. for 8" and
under, 9-12" and 26" and over portables and table models as
well as for 26" and over consoles. However, year's high for
13-14", 20-24" and 25" portable-table and 25" console all
came in Jan. 1988, while 19" hit peak for year in May.
Highest average price for projection TV was in June. In
Dec., leading sales category in both units and dollars was
13-14", at 34.5% of units and 21.5% of dollars; 2nd largest
was 19" at 26.9% and 21%, followed by 20-24" at 14.6% and
15.1%.

In VCRs, there was no firming trend at year's end, home
decks averaging $294.43 in Dec., down from high of $330.04
in Feb.

In cameorders, full-sized VHS increased sales
percentage during year, starting in Jan. at 74.7%, ending in
Dec. at 84.3% of total mix. ELCAP dealers reported 11.9%
of camcorder sales in Dec. were in 8mm format, 3.9% in
VHS-C, vs. 9% and 16.3%, respectively in Jan.

_._

Motorola withdrew lawsuit in U.S. Dist. Court,
Chicago, against Hitachi, Hitachi America and Nissei Sangyo
America. It had charged Hitachi with infringement of
several Motorola patents. Hitachi said Motorola filed
similar suit in Austin, but didn't name Hitachi America or
Nissei Sangyo. Hitachi patent-infringement suit against
Motorola still is pending in Chicago court.

TV DIGEST—15

AEA, SIA URGE SANCTIONS: American Electronics

Assn. (AEA) and Semiconductor Industries Assn. (SIA) urged
U.S. to include Japan and Korea on list of countries that
have committed trade violations by failing to open their
markets to U.S. suppliers.

In recommendation to U.S. Trade Representative Carla
Hills, trade groups asked that Japan and Korea be put on
National Trade Estimate list for possible trade retaliation.
Under trade law passed in 1988, Hills must submit list of
potential targets for retaliation to President by April 30.
President determines final list within 30 days, then countries
cited have year to change trade practices before sanctions
are imposed. Hills indicated last week that Japan will be
named in report.

U.S. still has 100% punitive tariffs in effect against
$165 million of Japanese electronies imports, in retaliation
for Japan's violations of semiconductor trade agreement.
Tokyo govt. has been trying to get sanctions removed for
nearly 2 years, but Hills said tariffs will remain because
Japan had failed to improve market access. U.S. Commerce
Secy. Robert Mosbacher recently told EIA that President
Bush wants to lift sanctions but has no justification for doing
so.

In another development, joint AEA/SIA steering
committee wrote their electronics manufacturing members
to determine their interest in creating U.S. chip-producing
consortiums or joint ventures. Committee, formed last year
to encourage expansion of U.S. production of dynamic
random access memories (DRAM), said "many states and
localities are willing to provide substantial financial support
to attract significant investment,"” in local plants.

—.——

Eastman Kodak plans joint venture with Soviet trade
organization to provide floppy discs for personal computers.
Kodak's Verbatim subsidiary is negotiating with Soviet
ministry Minpribor to form firm to import discs and
distribute them throughout Soviet Union. Venture would
establish manufacturing plant in USSR if demand for floppy
discs increases.
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Consumer Electronics Personals

Vp Mike Nakamura advanced to Quasar pres.-COO,
succeeding Jack Pluckhan, who was named Matsushita
Electric Corp. of America vp Jan. 1; Nakamura has been at
Matsushita for 23 years, served as Matsushita Electric
Canada Sales & Merchandising Group gen. mgr. for
Panasonic, Technics and Quasar brands before joining Quasar
in 1988... Michael Vitelli, Sony Consumer Sales N.Y. office
vp, promoted to Sony Service pres.; James Pagliaro,
ex-Panasonic Industrial, joins Sony America's Magnetic
Duplication Div. as dir., responsible for Sprinter high-speed
video duplication systems and DAT duplication products.

William Salter, Brand Central national project mgr.,
appointed Sears Merchandise Group appliances/electronics
national business mgr. in reorganization of merchandising
strategy (see report in this issue)... Gerrit Jeelof,
chmn.-CEO, Einar Kloster, pres., Stephen Tumminello,
exec. vp, Daniel Minahan, senior vp, and Johannes
Haarsma, senior vp—chief financial officer, appointed to
North American Philips board; Jeelof named to 7-member
NAPC advisory council... Jesse Coore named southeastern
regional mgr., Konica USA Professional & Consumer
Products Div... Named to Toshiba America Consumer
Electronics board, as part of Toshiba reorganization: Ken
Hiyama, pres.; J. Ukigae, senior vp-treas.; Thomas
Steckbeck, senior vp; H. lkeda, senior vp; John
Anderson, legal council.

James Schillo, ex-Federal Express, joins International
Jensen as operations vp... William Smith, ex-Sunbeam,
named microcomputer accessories vp-gen. mgr., Rubbermaid
Office Products Div.; David Hellman, accessories pres.,
appointed Office Products Div. new product design vp...
Larry Carpenter named Clarion Special Markets Div. vp...
Mark Stanton appointed Ricoh product PR mgr... Robert
Blau, ex-Atari, joins Konami Consumer Div. as eastern
regional sales mgr.; Jeff Kahn, ex-Coleco Industries,
named western regional sales mgr... Delbert Staley, Nynex
chmn.-CEO, and Marian Stanley, Polaroid market research
and development dir., elected to Polaroid board... Robert
Vendeland, ex-consultant, joins Peirce-Phelps Audio/Video
Systems Div. as west coast gen. mgr., new post.

Entertainment industry consultant and former 20th
Century-Fox Telecommunications Pres. Steve Roberts
appointed to Rentrak board... Mark Gilula, ex-Media
Home Entertainment and Federated Group, named KVC
Home Video exec. vp, based at affiliated Atlantic
Entertainment hq in L.A... James Fifield, former CBS/Fox
pres.-CEO, promoted to pres.-CEO, EMI Music Worldwide...
Nancy Fleming, ex-Frank Barth PR firm, joins JVC as
in-house PR mgr.

_.——

Sony will introduce new Sprinter high-speed
duplication system in fall. System will have same
enhancements provided in kit to be introduced this summer
for the more than 200 HSP-5000A Sprinter systems in place
worldwide. Features include 25% faster transfer speed of
4.5m per sec., 33% higher rewind speed of 8m per sec.,
improved tape cleaning function to reduce dropout and 1-dB
increase of transferred RF level. Pricing on enhancement
kit and new system hasn't been set, Sony spokesman said.

Combination LCD color TV/VCR was introduced by
Sharp in Japan. Product, called Handivision, has 4" color
LCD, VHS VCR, will be available this month in Japan at
about $1,280, exported to U.S. beginning in fall. Sharp will
make 3,000 sets a month.

APRIL 3, 1989

Financial Reports of TV-Electronics Companies

These are latest reports as obtained during past week. Dash indicates information not
available at press ime. Amounts expressed in dollars. Parentheses denote loss.

: ] Per
Company & Period Revenues Net Earnings Share

Comcast

1988-year to Dec. 31 449,906,000 (47,557,000) ==

1987-year to Dec. 31 309,250,000 (9,381,000) -
Home Shopping Network

1989-6 mo. to Feb. 28 408,174,000 17,065,000 .19*

1988-6 mo. to Feb. 29 378,797,000 8,295,000 .10

1989-qtr. to Feb. 28 207,570,000 6,196,000 -07®

1988-qtr. to Feb. 29 192,758,000 5,178,000 .06
Tektronix

1989-40 wk. to March 4 1,071,347,000 21,031,000 .74

1988-40 wk. to March 5 1,050,719,000 403,000 .01°

1989-16 wk. to March 4 434,102,000 6,380,000 .74

1988-16 wk. to March 5 432,648,000 (6,148,000) --°
Tele-Communications

1988-year to Dec. 31 2,282,000,000 56,000,000 -

1987-year to Dec. 31 1,709,400,000 5,600,000 .04*
Texscan

1989-9 mo. to Jan. 31 35,932,000 76,000 .0

1988-9 mo. to Jan. 31 28,927,000 2,610,000 .26

1989-qtr. to Jan. 31 11,055,000 278,000 .03

1988-qtr. to Jan. 3) 8,605,000 1,352,000 .14

Notes: ®Includes special credit. PAfter special charges.

FCC AMENDS RF RULES: FCC amended Part 15 of rules
to permit introduction and use of new class of radio
frequency (RF) devices such as wireless VCRs and wireless
stereo speakers without requirement for FCC license. Move
is expected to lead to flood of such products in U.S.

Commission's Technical Standards branch in Sept. 1987
had recommended change in rules to allow companies to
introduce RF products (TVD Sept 21/87 p15). FCC's
50-year-old Part 15 rules set technical standards for
nonlicensed use of devices emitting relatively low-level RF
signals, such as cordless phones, remote controls and garage
door openers, to prevent interference with licensed services.

Rules change permits manufacturers to make and sell
wireless electronic products with increased frequencies and
no restrictions on type of usage, bandwidth or modulation
type, FCC said. New rules are "intended to provide more
effective use of the radio spectrum and to allow additional
flexibility in the design, manufacture and use of nonlicensed
RF devices," it said.

FCC in Aug. 1987 tested sample of 16 VCR brands for
compliance with radiation requirements and said 15 of them
met requirements (TVD Aug 10/87 pl16).

_—.__

U.K. video business, including sales and rentals of
VCRs, prerecorded and blank videocassettes, will total $2.33
billion this year, British Videogram Assn. forecast. Group
predicted 800,000 VCRs will be bought at average cost of
$513, or will be rented. Camcorder sales and rentals are
expected to total 200,000. Prerecorded video rentals will
total $923.4 million in 1989 and video sales will be $342
million.

Cumulative VHS VCR shipments have hit 210 million
worldwide, JVC Senior Sales & Mktg. Vp Harry Elias
estimated recently. We said incorrectly that figure was for
Super VHS (TVD March 20 pl4).
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Broadcast - Cable

PATRICK RESIGNS, effective when successor is qualified,
saying he has pretty much completed his agenda. Barrett,
Marshall set for appointments but new chmn. still is up in
air. (P. 1)

DoJ URGES VETO OF FAIRNESS DOCTRINE bill
advanced by House unit last week. Dingell Committee vote
set for April 11. (P. 2)

TIME-WARNER OKAYED: DoJ's antitrust performance
blasted by Metzenbaum. Hill hearing set this week when
NAB and INTV will call for eable reregulation. (P. 4)

KIDVID BILL PASSED by House unit after hearing same
day. Markup this week will clear path for attention by
policy-makers to must-carry, other broadeast issues. (P.5)

KEY HDTV ISSUES REMAIN unresolved as deadline nears
for start of system testing, draft Advisory Committee report
says. Main issue program material. (P. 6)

CABLE LOSES ROUND: Industry is assessed copyright
interest payments on underpaid royalties. Copyright Office
declines to make interest payments retroactive. U.S.
Treasury rate set as standard. (P. 6)

MURPHY APPEALS TO NABET members for 'yes' vote as
union leadership recommends rejection. Cap/ABC chmn.
says defeat of proferred contract would be 'major
mistake.' (P.7)
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Consumer Electronics

PHILCO TV DROPPED by Philips, which terminates Philco
distributors in easualty of set shortage and changing retail
trends. Phileco VCRs and audio retained. (P. 11)

TOSHIBA ADDS 32" 'Super Tube' in first 1989 color line.
Biggest U.S.-made picture tube is first product of
industrywide color tube plant expansions. (P. 12)

NEW U.S. TUBE PLANT for large sizes including 31"
studied by Philips. Ann Arbor is possible site. (P. 12)

MATSUSHITA TO EMPHASIZE nonconsumer areas with
semiconductors as building blocks, but doesn't rule out new
boom in consumer electronic products. (P. 13)

JAPANESE COLOR TV EXPORTS up 75% in Feb., 2nd
straight monthly increase after more than 2 years of
declines. VCR deck shipments down, price up. (P. 14)

KOREAN 'VCR DILEMMA' sees manufacturers losing
money on exports to U.S. Price increases, cutbacks,
camcorders cited as remedies in Wall St. Journal
report. (P. 15)

ARVIN SALE AGREEMENT would transfer Electronics
assets to Electrocon, Hong Kong chip distributor. (P. 15)

SEARS PLANS 110 Brand Central electronics and
appliance superstores. Crazy Eddie considers liquidation.
Federated Group restructures. (P. 16)

PATRICK RESIGNS AS FCC CHMN., DEPARTURE DATE UNCERTAIN: FCC Chmn. Patrick formally
announced his resignation from Commission April 5, ironically on day that House Telecom Subcommittee
began to write legislation that would reinstate fairness doctrine (see separate report below). Patrick said he
considers elimination of doctrine one of his major accomplishments, along with approval of price cap
regulation for AT&T and Computer 3 rules for enhanced services. Among his disappointments was
"frustrating” fact that he was unable to convince most broadcasters that any form of content regulation is
unacceptable. He also has had rough sledding operating with just 3-member Commission (and he's sole

Republican) since Mimi Dawson resigned last summer.

Responding to question at news conference, Patrick said that his departure was "absolutely voluntary,"
with no push from White House, and that Bush Administration has been very supportive. He has been in govt.
since 1981, when he joined White House personnel staff, and has been at FCC since 1983, chinn. since April

1987: "I think that's long enough."”

It's uncertain when Patrick will leave. He said in April 4 letter to President Bush that he would depart
when successor is aboard. Given fluid White House situation in picking nominees for Commission, it could be
midsummer before he leaves. He told news conference: "We have accomplished practically all of the agenda

that I set out."
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Patrick said he had made no plans for future employment and wouldn't conduct negotiations until he
leaves. Only choice he ruled out definitely was elective office "in the near term." He also said he hasn't
ruled out working on either coast -- but unanimous consensus of observers is that he will return to his native
Cal. Until he leaves, he said, "it will be business as usual" at FCC. He has more than half-dozen speeches
scheduled —- including NAB, NCTA and AWRT conventions —- stretching into June, said he would continue to

accept such invitations.

Successor to Patrick as chmn. is very much up in air, with prime contenders being Sherrie Marshall,
former head of FCC congressional relations, and NTIA Dir. Alfred Sikes, whose replacement at NTIA has
been named. Sikes -- who is said to be leading candidate -- has said he isn't interested in FCC except as
chmn. Senate has said it wants to know who will be next chmn. before it acts on any nominees -- and many
in Washington expect White House announcements this week. Patrick predicted his announcement will cause
Administration to move "a little bit faster" on Commission appointments. Marshall, who left Commission to
work at White House for confirmation of John Tower as Secy. of Defense, had been scheduled to become gen.
counsel of Defense Dept. had Tower been approved; she's now with Wiley, Rein & Fielding law firm.

With Patrick's resignation, FCC is left with 3 Republican vacancies. Administration also has
Democratic slot to fill since term of Comr. Dennis expires June 30. If Dennis doesn't remain, Bush will have
immediate opportunity to remake FCC with his own choices, with only 15-year veteran Comr. Quello, a
Democrat, remaining. Quello's term runs until June 30, 1991. Dennis told us "I'm still considering my
options" and hasn't decided whether to seek reappointment.

It's known that Administration has selected Marshall and Ill. Commerce Commission Comr. Andrew
Barrett, who is black, for 2 of vacancies, with FBI checks now under way. Others said to still be in running
are Washington attorneys Susan Wing and James Smith, with latter said to be possibility for FCC gen.
counsel. White House personnel chief Untermeyer will reinterview some candidates this week, we're told.
Senate Democrats and Republicans alike say Marshall will have tough sledding in confirmation hearing --
particularly if she's named chmn.

Patrick said one lesson learned as chairman is that it's acceptable and desirable to talk more often with
members of Congress. His relations with Congress have improved considerably in last few months and are
much better than his predecessor's.

House Commerce Committee Chmn. Dingell (D-Mich.) said he was hopeful of continued improvement in
Capitol Hill-FCC relations under Patrick's successor. Dingell said he hoped new head would continue
Patrick's efforts to improve damaged relations with Congress. Chmn. Markey (D-Mass.) of House Telecom
Subcommittee told us he "wished [Patrick] everything that he wishes for himself," and that he had warm
regard for official despite their policy differences. He also said he hoped Patrick's leave-taking would bring
to end period of "deregulation for deregulation's sake."

Rep. Cooper (D-Tenn.), member of House Telecom Subcommittee, told us he didn't agree with many of
Commission's actions while Patrick was at helm, but believed official "will go down in history as a great
FCC chairman. He was forceful and effective." Senate Commerce Committee Chmn. Hollings (D-S.C.),
who in past has disparaged FCC under Patrick, refused to comment. Spokesman said senator would withhold
remarks until Bush appoints new FCC chmn.

NCTA Pres. James Mooney said Patrick has "been an articulate advocate for what he regards as correct
policies and nobody can ever say he hasn't had the courage to give voice to his convictions. We wish him
well." INTV Pres. Preston Padden said Patrick "has been an unusually principled and talented public servant.
We will long be grateful to him for his leadership on the issue of syndicated exclusivity." Sikes also had
praise for Patrick.

From NAB Pres. Edward Fritts: "Patrick is a man of principle and dedication who has made his mark on
communications policy. He has championed the fight for First Amendment rights for broadcasters. His
leadership on the critical issues of syndicated exclusivity and comparative license renewal reform also are to
be congratulated." However, on several other issues -- such as FM translators and directional antennas,
lotteries, spectrum auctions -- NAB and Patrick's FCC have been very much at odds. Several leaders in
telecommunications industry also commented, mostly favorable, on Patrick's performance.

FAIRNESS DOCTRINE BILL ADVANCES: Amended fairness doctrine bill (HR-315) passed House Telecom
Subcommittee last week by voice vote, with only apparent dissenter Rep. Tauzin (D-La.). Changes reflected




VOL. 29, NO. 15 TV DIGEST—3

revised Senate bill (§-577) recently offered (TVD March 20 p4) and concerns that had been raised at House
panel's hearing (TVD Feb 13 p4). Vote by parent Commerce Committee is slated for April 11, when passage
by sizable margin is expected despite Justice Dept. objections. DoJ said last week it would recommend veto
to President Bush.

Bill would reimpose fairness doctrine as law. Subcommittee added language from Senate version stating
that Congress believes evidence clearly supports finding that doctrine doesn't "chill" broadcasters. It also
added provision clarifying that broadcasters in violation of doctrine couldn't face eriminal sanctions under
1934 Communications Act. Amendment was offered by Subcommittee Chmn. Markey (D-Mass.), who said it
was endorsed by Commerce Committee Chmn. Dingell (D-Mich.).

NAB had suggested at hearing that industry feared criminal sanctions, although no such action ever had
been taken in history of doctrine, Markey acknowledged. Panel's staff dir. and chief counsel, Lawrence
Sidman, denied language removed teeth of 1934 Act on doctrine enforcement. He said change reflected
reality, and panel thought possibility of sanctions implied by Act now "was unnecessary." NAB remains
opposed to reimposition of doectrine.

Tauzin told us he's convinced fairness doctrine is unconstitutional. DoJ made same argument in memo
to Dingell. Justice said precedent-setting Red Lion case, upholding FCC station licensing, was grounded in
erroneous thinking about searcity of spectrum. Tauzin said, however, that he believes "the dispute over the
FCC repeal of the doctrine stands as a roadblock to other important broadcast legislation," pointing
particularly to TV-radio license reforms. This week's anticipated Committee approvals of fairness doctrine
and children's TV bills (see separate story) are expected to clear way for Subcommittee to begin
consideration of must-carry legislation.

Fairness bill received strong endorsements at markup, including from Rep. Rinaldo (R-N.J.),
Subcommittee's ranking Republican, who said doctrine "is a mild means of making sure broadcasters provide
adequate coverage of issues important to their community." His support last year was key to propelling bill
through House over objections of other Republicans. Earlier version passed both House and Senate last year
but was vetoed by President Reagan. It remains to be seen how Bush will react, although he indicated
opposition to doctrine while campaigning.

Markup came day after Ralph Nader group Essential Information released new study claiming there has
been decline in public affairs broadeasts in last 10 years. Study attributed drop in part to absence of fairness
doctrine. Group compared programming of 217 TV stations in 50 markets in Jan.-April 1988 with similar
period 9 years earlier, as reported in TV Guide magazine. Study alleges 51% decrease in amount of
"issue-oriented public affairs" material, and singled out Fox Bestg. (which didn't exist 9 years ago) for
criticism. Nader said evidence was irrefutable and argument that elimination of doctrine would remove
impediment to more public affairs broadcasts was unfounded. Study was cited by Markey as reason to pass
HR-315.

NAB and RTNDA disputed study findings, saying report was based on percentages, not on hours. While
percentage of public affairs programming has dropped, number of hours "may actually have increased," Assn.
said. It added: (1) Study used different years during which there were other changes besides fairness
doctrine repeal. (2) Measure of "composite week" in study was flawed because it didn't cover complete year
or TV season. Nader covered only 4 months, "which is not legitimate." (3) TV Guide has deadline 2 weeks
before programs air, and any changes in last-min. news, public affairs or documentary programming wouldn't
be included. (4) Fox isn't network under FCC rules.

Said RTNDA: Study authors "completely missed the target and wound up shooting themselves in the
foot... Both the research and the conclusions drawn from that research are fatally flawed... Indeed, one could
easily surmise that repeal of the fairness doctrine prevented any decline in public affairs programming from
being greater." Bottom line of Nader report, RTNDA contended, "plainly indicates that the American public
is receiving more information, including coverage of controversial issues, than it did 10 years ago when
government regulation was greater."

Meanwhile, FCC Comr. Quello last week urged industry to back off continued opposition to fairness
doctrine. "Enough blood has been spilled," Quello said in speech in Kan. City to U. of Mo.-Kan. City
seminar. He said "half the top broadeast management isn't fighting it any more." While Quello noted that
he personally feels doctrine "has no place in a society that is committed to freedom of the press," he said
"there are many vitally important issues facing broadcasting today" and that broadcasters must decide "what
is in their overall best interest on a number of issues, not just the fairness doctrine... The parties who have a
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real interest in this issue are radio and television journalists. They are the ones who should take the lead."
Quello repeated earlier criticism of broadcast coverage -- particularly radio talk show hosts -- of Jan.-Feb.

effort to raise pay of members of Congress, federal judges, other presidential appointees and top govt. ‘

officials.

DoJ OKAYS TIME-WARNER: Justice Dept. last week
approved proposed merger of Time Inc. and Warner
Communications Inc. (WCIXTVD March 13 pl). DoJ said
both companies are "broadly diversified" and not likely to
lessen competition substantially "in any relevant market."
Decision was blasted by Sen. Metzenbaum (D-0.), whose
Antitrust Subcommittee is planning hearing this week on
cable system rates and industry's vertical integration. NAB
and INTV plan to call for cable's reregulation at hearing.
Same move also was suggested as last resort by influential
House Republican Rep. Lent (N.Y.) to end dispute between
Madison Sq. Garden Network (MSGN) and Cablevision
Systems.

Metzenbaum said that consumers will remain "at the
mercy of their cable operators." CBS Pres. Laurence Tisch
termed deal bad for Time shareholders and described as
nonsense the argument Time and Warner have been making
that media companies must combine to compete
internationally. Wireless Cable Assn. (WCA) called for
public accounting from DoJ on why cable aspects of deal
didn't trigger antitrust concerns.

NAB and INTV will cite absence of must-carry, cable
channel repositioning of over-air stations, concentration of
control, vertical and horizontal integration and TV stations'
loss of sports programs among reasons in calling for
extensive reregulation of cable at Metzenbaum's hearing.
INTV Pres. Preston Padden said: "We're not going to sit idly
by and let the cable industry put its vertically integrated
product in the front of the store."

Increases in subscriber fees won't be criticized at
hearing, NAB official told us, because "that's none of our
business.” NAB and NCTA must-carry talks were said to be
going well, but channel repositioning remains major issue,
sources said. Metzenbaum's hearing is set for April 12, 9:30
a.m., Rm. 226, Dirksen Bldg.

Merger has helped fuel pressures in Congress to
reregulate cable or to increase competition to industry.

Last week, Lent, senior Republican on House Commmerce
Committee, warned that he might support cable's
reregulation if incidents such as MSGN-Cablevision contract
dispute continue: "Unless this impasse is resolved quickly,
we see no alternative but to introduce legislation." Lent was
supported by N.Y. lawmakers, Reps. Downey (D),
Hochbrueckner (D), MeGrath (R), Mrazek (D).

—.—

U.S. shouldn't use tariffs to protect domestic HDTV
industry, former Secy. of State George Shultz said in
interview April 3 on Pacific Public Radio. "I don't favor
protectionism," Shultz said. "I think it is bad for us, as well
as for others." He said tariffs deny U.S. consumers access to
products and send signal to American industry that it doesn't
have to be competitive. HDTV-related tariffs have been
suggested by some on Capitol Hill.

FCC is considering several contingency plans in case
furlough days are necessary this summer because of budget
cuts. One plan floated would have entire agency shut down
for whole day, as opposed to individual or section furloughs.
Under whole-day scenario, for each day FCC was closed, it
wouldn't accept filings or other submissions for 4 days.
Official said "we are really beginning to be hurt" by cuts.

Claiming that FCC rulemaking to replace comparative
hearings with lotteries in awarding new station grants
"directly contravenes" congressional authorization of
agency's FY 1989 budget, AWRT asked Commission last
week to "immediately terminate” rulemaking (TVD Feb 6
p4). Appropriations bill prohibited Commission from
spending any money on its inquiry into agency's tentative
conclusion that preferences for minorities and women are
illegal. As result, "the Commission is attempting to do
indirectly what it could not do directly,” AWRT charged.
Since purpose of rulemaking (MM Doc. 89-15) is to replace
comparative process with lottery, "the rulemaking
proceeding must be terminated... When the Commission
earlier tried to eliminate its preference policies... Congress
foreclosed such action... Now, the Commission is trying to
eliminate its preference policies for minorities and women
by eliminating the entire hearing process... It is ironic that
the same Commission which has steadfastly pushed for
employment opportunities for minorities and women... would
cut off those opportunities at the ownership level...
Comparative process is the only opportunity for obtaining a
female preference." Instead of rulemaking, AWRT suggested
FCC launch inquiry into ways to improve comparative
hearing process and establish ad hoc Industry Advisory Board
to work with agency on issue.

Cablevision Systems has reached interim agreement
with Madison Sq. Garden Network (MSGN) that is providing
playoff games for N.Y. Rangers and Knicks on basic cable. ‘
Meanwhile, Paragon and ATC systems in N.Y. reached
last-min. agreement with MSGN April 5 to carry its N.Y.
Yankees games as part of basic services. Earlier in week,
MSGN parent Gulf & Western rejected program license deal
that would have paid $150 million over 12 years for carriage
by Cablevision Systems. Cablevision has dropped MSGN on
systems serving 575,000 subscribers. Cablevision said
rejection showed MSGN intends to seek exorbitant prices for
service, which includes 75 N.Y. Yankee games, rising to 150
per year beginning in 1991. MSGN dismissed $150 million
figure as misleading, said it didn't take into account added
costs for more Yankee games in 1991 and for projected
subscriber growth. MSGN has demanded it be carried as
basic service, but Cablevision has contended it would be too
expensive on basic. Meanwhile, MSGN announced it had
signed carriage deals with systems serving 750,000
subseribers, majority of them in N.J., and has offered same
terms to Cablevision.

Four incumbents and 2 newcomers were elected to NAB
TV board in results of mail balloting announced last week.
Incumbents reelected were Gary Chapman, LIN Bestg.;
Cullie Tarleton, Jefferson-Pilot Bestg.; Ronald Townsend,
WUSA Washington; Glenn Wright, KIRO-TV Seattle. Taking
office in June will be new Dirs. Jerry Colvin, WUHQ-TV
Battle Creek, Mich., and Anita Walgreen, Great American
Bestg., who resigned from NTIA last fall. On radio side,
Jerry Papenfuss, Result Radio Group, defeated former Dir.
Dean Sorenson, Sorenson Bestg., for seat representing Minn.,
N.D., S.D. Other radio dirs. were elected in Feb. without .
runoff (TVD Feb 27 p5). Losers in TV election were Robert
Butler, WPTF-TV Raleigh-Durham; Hal Edwards, WAGT
Augusta, Ga.; Ralph Gabbard, WKYT-TV Lexington, Ky.;
Jack Moffitt, KTVD Englewood, Colo.; Scott Vaughn,
KESQ-TV Palm Springs; Robert Nash, KAMC Lubbock.
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KIDVID BILL PASSED: House Telecom Subcommittee
moved quickly April 6 to pass new children's TV legislation
(HR-1677), adopting proposal on voice vote after 2-hour
hearing same day. Measure drew cautious response from
NAB.

Subcommittee made no changes in HR-1677, which is
identical to legislation passed by 100th Congress but pocket
vetoed by President Reagan. New bill will continue on fast
track, Subcommittee Chmn. Markey (D-Mass.) and parent
Commerce Committee Chmn. Dingell (D-Mich.) promised.
Bill is set for full Committee markup April 11, 9:30 a.m.,
Rm. 2123, Rayburn Bldg.

Bill still has opponents in Subcommittee, notably Rep.
Tauke (R-Ia.), who criticized panel for failing to consider
alternatives such as his measure (HR-823) to ease antitrust
laws to permit industry to create voluntary program code.

NAB support apparently remains question. Last year,
broadcast industry group was instrumental in crafting
compromise that produced passage of HR-3966 in final
weeks of 100th Congress. However, NAB Pres. Edward
Fritts reminded us that Assn. never endorsed HR-3966,
merely "acquiesced." Assn.'s representative at hearing,
Glenn Wright, exec. vp-gen. mgr. of KIRO-TV Seattle and
NAB TV dir., didn't endorse new bill, instead merely pledged
group's cooperation in Subcommittee endeavor. Markey
pointed out to us that no broadcasters testified against bill
at hearing, and said he believed industry's "signal was very
clear... If the broadcasters did not want this bill, it would
have a very difficult legislative path."

Fritts told us NAB was reluctant to make stronger
statement because industry doesn't have guarantee yet from
key lawmakers that they will stand by bill as currently
drafted through entire legislative process. While current
version represents industry compromise, Fritts said NAB
fears changes still will be made and cited idea of national
endowment to fund children's program development under
consideration in Senate Commerce Committee. That panel
has set hearing for April 12 on educational value of
children's TV, 9 a.m., Rm. 253, Russell Bldg.

Wright noted production costs were escalating for
children's programming and competition from other video
sources was increasing. He said Congress should be careful
not to hamper commercial broadcasters and stressed there's
"ample evidence" that overcommercialization concern was
overblown because practice "is not common" in industry.

INTV's representative, William Castleman, exec.
vp-CEO of Act Il Bestg., expressed similar view in
endorsing bill. He said measure didn't apply to other media,
notably cable, but he stopped short of asking for broadened
application. He said sought to stress how Congress long has
set "unique" responsibilities" for broadcasters, which he said
won't come about "if local television stations are refused
carriage by cable systems or find their channel positions
being shifted in favor of program services in which the cable
operator has a vested interest."

Commercial TV networks were taken to task by Rep.
Slattery (D-Kan.). He said industry should be "ashamed" of
its programming since "80% of network programming today
is unmitigated erap." Markey presented evidence that
showed number of commercials in prime-time programming
generally meant for adult audience averaged 8 min. per hour
vs. new ACT study of Boston TV stations that found 12-14
min. per hour of ads in children's programming. ANA
opposed bill as unconstitutional, inflexible, unfair.
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House bill was reoffered last week with 17 co-sponsors,
most of them members of Commerce Committee. Senate
version was sponsored by Sens. Lautenberg (D-N.J.) and
Metzenbaum (D-0.). Sen. Wirth (D-Colo.) is expected to
cooperate with Markey on new version, latter said. Bill was
endorsed by 29 public interest, children’s, consumer,
educational groups.

—_—

TCI and Viacom have formed regional sports ventures in
Seattle and San Francisco, companies announced last week.
Service in Pacific Northwest, called Northwest Cable Sports,
is available as basie service now on TCI and Viacom systems
serving 780,000 subscribers in Wash., will be offered to other
operators in Wash. and Ore. through rest of year. Service in
Bay area, where companies have one million subscribers, will
start Sept. 1 as promotional basic service and may become
premium service after April 1, 1990. Programming also will
be available to TV receive-only customers. For TCI, this is
2nd regional sports venture in 2 weeks; on March 20, it
announced participation in national venture with Bill Daniels
and John McMullen (TVD March 27 p6). TCI-Viacom
partnerships will be operated by management committee of
Viacom Exec. Vp Edward Bennett and TCI Senior
Vp-Programming Peter Barton. Bennett said strategy is to
offer nonprofessional events not available before on TV. He
said Northwest service is in discussions with NBA's Seattle
Supersonics, has chosen not to seek any of 102 games of
Major League Baseball's Seattle Mariners that currently
aren't available locally over air. Bennett said cable service
would like more exclusivity on Mariners because team has
weak attendance.

Only opposition of cable interests is preventing arrival
of DBS, SSE Telecom Chmn. W.L. Pritchard said at Phillips
Publishing conference in Washington last week. Pritchard is
DBS permit holder. DBS pioneer Michael Alpert, pres. of
Alpert & Assoc., and others agreed, saying cable
programmers were reluctant to provide offerings to planned
DBS services because that could reduce program value for
cable systems and value of cable monopolies themselves.
"We don't see DBS today because the cable industry does not
put the customer interest first," Alpert said. "We'll see DBS
when the cable industry decides to make it happen, either
because it's more efficient [than cable distribution]} or they
realize the programming is more important than the delivery
system.”" Pritchard and Alpert agreed market and economic
forces mean DBS should be available already in U.S. HDTV
is "a glimmer of hope" for DBS because satellites are
quickest and easiest way to deliver signal, Pritchard said.
Satellites’ only shortecoming for HDTV delivery, Alpert said,
is lack of work on scrambling technology. There also has
been little improvement in addressable decoders, he said.

Sony continues to deny that it's getting ready to buy
MCA Entertainment Group, despite rumor that began
circulating after KNX(AM) in L.A. reported executives of
companies were meeting late last month. "We are not
negotiating with MCA," Sony spokesman emphasized, saying
inaccuracy of report was causing company to depart from
usual practice of not commenting on rumors. He told us,
however, that purchase of a studio remains part of Sony
long-range plan. Rumor fueled increased trading in MCA
stock early last week. Security analysts said MCA is worth
estimated $5.5 billion and noted Sony has been interested in
gaining Hollywood entry since it purchased CBS Records last
year.

WTVZ (Ch. 33) Norfolk has been sold by TVX Best.
Group to station's Gen. Mgr. Charles McFadden for $10.75
million. Sale is part of TVX recapitalization.
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ADVISORY GROUP SEEKS FCC HELP: Key HDTYV testing
issues remain to be resolved if FCC hopes to meet informal
1992 timetable for deciding transmission standard, draft
report by FCC's Advanced TV Advisory Committee said.
Issues include type of program material, minimum number of
audio channels, configuration of systems, schedule of testing.

Advisory Committee is seeking FCC guidance on several
issues that must be settled if test schedule is to be met,
according to copy of draft that we obtained. Issues remain
controversial because each could disqualify some proposed
HDTYV systems. Audio channels are important because larger
number could use up too much spectrum to allow adequate
video on some systems. On system configuration,
Committee generally wants to test only complete systems,
but doesn't want to disqualify companies that propose only
one component that might prove beneficial in complete
system. Committee wants to set deadline for submission of
equipment to be tested, even though some companies may
not meet it.

Finalizing test procedures is "most important and
immediate task," report said. Program material has been
"eontroversial," said Chmn. Richard Wiley, who wrote draft,
and "further delay in this area inevitably will result in delay
of the overall testing program.” Material produced in
different formats could disadvantage some systems,
committee said. Problem can be solved either by translating
from one format to other or by shooting material in several
different formats.

Planning Subcommittee expects to evaluate 2 program
material approaches in fall, and Committee will defer final
decision until after tests, report said. Despite that, test
equipment must be ordered "very soon," draft said, and
testing must begin before end of year to meet 1991 goal for
completion and 1992 target for setting HDTV standards.

Delay in test material decision dictates 2-step
procedure, with those that don't meet interference and
quality standards eliminated from 2nd stage, report said,
even though one-step process might be more effective and
cheaper. First stage includes propagation tests, objective
tests, measures of interference performance. System
Subcommittee will develop qualifying criteria for systems
allowed to go on to 2nd testing stage, draft said. Second
stage would include most subjective evaluations of picture
quality and over-air testing.

Many broadcasters won't get new spectrum for HDTV
that is adjacent to existing channels, draft report predicted,
so systems must be workable when original and augmentation
channels are separated. Report also acknowledged that
there may not be enough spectrum for everyone to deliver
HDTYV. It recommended that subcommittee analyze
potential implementation strategies if there isn't enough
spectrum for all.

Report endorsed requiring testing fees and performance
bonds from HDTV system proponents before Advanced TV
Test Center (ATTC) will test systems. But draft said fees
must be reasonable and "not force the withdrawal of
underfunded proponents.” It suggested ATTC consider
exempting proponents from fees when appropriate.

Issue of setting display standards still must be addressed
by Implementation Subcommittee, report said. It
recommended studying ways to display HDTV transmission
standards in cost-effective manner, including establishing
family of transmission standards, setting standards for
receiver display device, developing open architecture
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receivers. Report also noted that tests of cable and other
delivery techniques should begin soon, and that discussions
on transhorder implications of HDTV need to be started with
Canada and Mexico.

Draft report has been circulated to committee members
for comment by April 11 (TVD April 3 p7). In accompanying
letter, Wiley said he will try to incorporate suggested
changes into report when they seem consistent with majority
view. "Red-lined" version of report, including changes, is to
be discussed at April 17 meeting of full committee, and
Wiley said he expects it to be approved then or in later
telephone vote.

SPLIT COPYRIGHT DECISION: Cable operators must pay
interest when they underpay their cable copyright bills, but
won't receive interest when they overpay them, Register of
Copyrights Ralph Oman said in ruling to be published in
Federal Register April 10. Decision won't have as much
impact on cable as it might have because Oman declined to
grant copyright owners retroactive interest payments they
had sought. Oman set interest regulation to take effect July
1. Interest rate is same as U.S. Treasury pays on cable
royalty funds, he said.

Inquiry was begun at request of MPAA and copyright
owners after cable operators, relying on U.S. Dist. Court,
D.C., decision in NCTA-Cablevision-MPAA case, withheld
copyright payments. That decision eventually was reversed
by U.S. Supreme Court. Operators had sought right to make
payments based on gross receipts obtained only from
broadeast signals aired on cable systems. Royalty payments
are made by cable operators under compulsory license poliey.

In March 23 decision, Oman said that imposing interest
rule retroactively would cause substantial and unanticipated
finaneial burden. Prospective interest regulation, he said,
will give cable notice that it should be prepared to pay
interest whenever it underpays cable royalty. He also said
copyright owners should receive interest on monies due
under compulsory license when they litigate and prevail
against noncomplying cable system, and Copyright Office
will support copyright holder if it chooses to sue to collect
interest based on court judgment. Office rejected MPAA's
proposals on what interest rate to set, and settled on
Treasury rate. As for not paying interest when cablers
overpay, Oman said it would be administratively

impracticable.
_._

NBC has made still another successful raid on affiliate
of another network —- this time Viacom's WHEC-TV (Ch. 10)
Rochester, N.Y., which is shifting from CBS at date to be
determined. NBC said WHEC-TV's "strong local news
performance was a key element" to network. Last year,
NBC picked up WTLV Jacksonville and WBIR-TV Knoxville
-- in both cases switching UHF affiliate for VHF. NBC
currently is affiliated with WROC-TV (Ch. 8) Rochester.
Viacom owns 2 other NBC affiliates -- WNYT (Ch. 13)
Albany, N.Y., and WVIT (Ch. 30) New Britain, Conn.

Outlet Communications reported $2.4 million net loss
(-37¢ per share) on $29.2 million revenues in quarter ended
Dec. 31, compared with $42,000 net income (1¢) on $25.3
million revenues in 1987 period. For year, Outlet said it had
$21.8 million net loss (-$3.32) on $104.3 million revenues,
compared with $16.9 million net loss (-$2.62) on $84.8
million revenues in 1987. Company said loss resulted from
increased interest expenses and other nonrecurring charges
related to acquisition.
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NABET BRASS, ABC AT ODDS: Charging that "last, best,
final package" Cap/ABC has presented to NABET as
contract offer would have "a severe impact on many jobs and
many union brothers and sisters,” Pres. Michael Raffaele has
written members of his N.Y. local (by far NABET's largest)
urging rejection of proposal (TVD April 3 p6). Cap/ABC
Chmn.-CEO Thomas Murphy immediately countered, telling
NABET members that rejection by union would be "a major
mistake."

In a "Dear Sisters and Brothers" letter, Raffaele said
network offered "superficial goodies" and ABC's 3-year job
guarantee contains "very big exceptions and escape clauses
{and] the wage offer that the company has made is again
another attempt at dressing up a less than adequate offer."
He contended that if contract were ratified, NABET would
stand to lose up to 125 radio jobs immediately and "we could
easily lose 400 jobs" over 4 years of proposed contract:

Of ABC's offered pay raises -- plus 10% bonuses if
contract is ratified before May 15 (3% after that) —-
Raffaele contended that "we actually will see only a 6%
increase over 4 years,” averaging out to only 1-1/2% per
year. And most of that will be wiped out by increased costs
in medical insurance, he said. ABC also is proposing to cut
contributions to union pension fund 9-1/4%, he said. "Most
devastating item [is] separate seniority," he said. "The
company... proposes to split our seniority into 3 groups and
at the same time tell us they are not trying to attack us."

In letter to 2,100-plus members of union who are ABC
employes, Murphy said offer includes "2 unique benefits
involving your financial and job security -- benefits
unprecedented in the company's and NABET's 40 years of
history together, and indeed, unprecedented in scope and
breadth in our industry." Restrictions in former
NABET-ABC contract, which expired March 31, "have
forced us to operate in ways which no longer make sense in
light of the sweeping technological and competitive changes
in our industry," Murphy said.

Promising ABC has "no hidden agenda," Murphy
repeated guarantee of no job layoffs for 2,000 fulltime TV
employes, rejected union contention that some 400 would
lose their jobs. However, he said 60-70 radio engineers
would be fired because of "competitive changes in the radio
business." He said they would be given severance pay of up
to 3 years and retraining grants of up to $12,000. Murphy
said 10% lump sum bonus if contract is signed by May 15 is
"considerably more generous than the current contracts of
the technical unions of our network competitors." Including
bonus, he said, pay increase would average 5.25% per year
over 4 years. He warned that job guarantee and ratification
bonus (3% after May 15) will be withdrawn "if there is a
strike, [work] slowdown or other interference with company
operations."

Union currently is briefing its locals on ABC offer, will
mail ballots to members by April 17, plans to announce

results May 3.
—.—

TV has become "a radioactive desert of filth and
materialism," Cardinal John O'Connor of N.Y. said.
Speaking at St. Patrick's Cathedral, he was particularly
eritical of remark by WNBC-TV N.Y. co-anchor Pia
Lindstrom, who quoted actor Robin Williams as saying he
planned movie called Fetal Attraction about pregnancy of
his girlfriend. O'Connor called statement "gross bad taste,
in the least,” urged industry to launch campaign to keep
objectionable material off air.

TV DIGEST—7

NCTA DECLINES SYNDEX CHALLENGE: NCTA board
voted April 6 against pursuing legal appeal of new FCC
syndicated exclusivity (syndex) rules. At special meeting in
Washington, board also discussed but didn't vote on altering
opposition to freeing RHCs to enter cable business outside
their local service areas. Those were only issues on agenda.

NCTA's reluctance doesn't mean issue won't be tested
in U.S. Appeals Court, D.C.: (1) CATA board has voted to
appeal. (2) Century Communications, Tex. Cable TV Assn.,
United Cable TV and United Video have joined in 2nd
appeal. Said broadcaster: "I don't know who [NCTA Pres.
James) Mooney is fooling. He's got CATA and Jack Cole to
do it for him." NAB issued statement saying it was pleased
with NCTA decision and that it intended to defend syndex.

In briefing for reporters following half-day session,
Mooney repeated negatives that cable industry has been
saying about syndex since FCC voted to reimpose rules last
May. While it was tempting to fight to last on issue, he said
NCTA wouldn't appeal, although it ha