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Preface

This Business of Television has several purposes.

First, the book is intended as a desktop reference work covering all
facets of the television and video businesses. A producer who needs
to learn about the workings of PBS will find a useful section here. A
writer who is considering membership in WGA will find a summary of
Writer’s Guild activities, including jurisdiction, an explanation of key
agreements and their terms, and membership information. An advertis-
ing sales executive making the move from traditional broadcast to a
regional sports network will learn the basic structure of that business.
Showing how video stores and direct-mail clubs work, outlining the
basic terms of a studio rental deal, explaining how to hire an agent—
This Business of Television should be the definitive source of basic infor-
mation about the television and video industries.

The book’s second purpose is to provide a legal overview of the
television business. Lengthy sections on personal rights, the protection
of creative properties, financing, and regulation should function as in-
dispensable reference material. While a book like this cannot possibly
detail all of the nuances of, for example, copyright law, it does discuss in
plain language the legal underpinnings of television.

Third, This Business of Television includes a considerable number of
useful forms and form agreements in the appendixes. We have provided
concise “boilerplate” contracts for the most common business transac-
tions in television, such as hiring production personnel, optioning rights
to creative properties, and forming legal entities such as partnerships
and corporations.

We sincerely hope that you find This Business of Television to be a
useful work.

Howard ]. Blumenthal

Oliver R. Goodenough
August 1991



Before Using the
Information in
This Book

We have sought to keep this book current through August 1991. Please
note, however, that certain union figures based on variable contract
years, may reflect an earlier date, and that the legal appendices have
specified dates for including amendments.

The information and forms provided in This Business of Television
are intended for background only. This book should not serve as a
substitute for the expertise that can be provided only by an experienced
specialist, such as an attorney or accountant. It is not our intention to
transform an untrained individual into an “instant expert”—rather, our
goal is to create an informed television or video professional. The reader
is encouraged to hire a lawyer to review the final versions of forms and
contracts, to secure an accountant for tax and accounting matters, and to
retain the services of an expert financial advisor.

vi
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Foreword

In essence, television is the exhibition of moving images with synchro-
nized sound over a cathode-ray screen to homes and other establish-
ments. But as Howard Blumenthal and Oliver Goodenough make clear
in this easy-to-understand book, television is much more than that—it is
a business, and a business with the over-arching purpose of attracting
and fulfilling an audience. For network and syndicated television, the
consumer is the target, since the advertiser wants to reach a specific
demographic group. In the case of pay cable, satisfying viewers who
subscribe is the primary goal. This Business of Television explores the
interrelationship of the artists who create the productions, the market-
ing of the television programs by distributors or advertisers, and the role
of the audience in determining the success or failure of the end product.

These pages illuminate the artisanship involved in the production
of any television program. Production is a labor-intensive undertaking,
requiring a producer and/or writer who can shape a simple idea into a
form that can be presented to an advertiser, network, or broadcaster.
The steps from basic concept to polished program—be it comedy,
drama, news, or game show—draw upon the skill and talent of count-
less writers, directors, and performers. Along the way, the business
niceties must be observed, the “i”’s dotted and the “t”’s crossed. More
importantly, the final product cannot infringe upon or violate the rights
or interests of any other parties.

This Business of Television presents the creative side of the television
business. At the same time, Messrs. Blumenthal and Goodenough never
lose sight of the fact that just because television is part of the entertain-
ment industry, it is not all fun and games. For producers, distributors,
legal practitioners, business-affairs experts, advertisers, and even new-
comers to the field, This Business of Television will undoubtedly become
the working handbook.

Michael Collyer

Kay Collyer & Boose
Chairman, National Academy of Television Arts and Sciences

xi






Introduction

The business of television is fast-paced and poised for rapid growth in
the twenty-first century. Change has been the rule in the television
industry since its inception, and the business will continue to evolve
with global expansion and technological innovation. Still, traditional
approaches and deeply-rooted customs—some dating from the time
when radio ruled the airwaves—continue to dominate the industry.

EARLY HISTORY OF BROADCASTING

The invention called television is a half-century old, but its roots extend
back to 1876, when Alexander Graham Bell first demonstrated his tele-
phone to an astonished public. Bell’s invention prompted the public to
consider a future based in electronic communication media. Speculating
wildly on things to come, magazines published illustrations showing
wall-sized screens—the visual complement to Bell’s audio-only tele-
phone. Other inventors supplied pieces of the puzzle that eventually
became television. Marconi discovered how to propagate radio waves;
Fessenden, how to send radio signals on modulating wave forms; and
DeForest, how to amplify and generate waves. Some inventors became
fascinated with the idea of wireless transmission of visual images.

On the business side, American Telephone and Telegraph (AT&T)
was formed to exploit Bell’s patents and the other patents needed to
provide commercial telephone service. Rather than building a single na-
tionwide system, AT&T licensed the technology to local service fran-
chises, and then connected them to supply national service. (AT&T
licensed the technology to its franchises for stock rather than cash, so it
owned majority positions in most of its franchises before the turn of the
century.) AT&T’s purchase of Western Electric as its manufacturing divi-
sion completed the picture: now, a single company provided all aspects
of telephone communication service.

Although the telephone was successful by 1900, and wireless
communication was possible before World War I (inventor Reginald
Fessenden successfully broadcast both voice and music as early as

xiii



xiv THIS BUSINESS OF TELEVISION

1906), little consideration was given to possible public applications of
the technology. Legend has it that young David Sarnoff-—a middle-
level manager at American Marconi, then a telegraph company with
interests in wireless technology—wrote a memo describing a radio
music box that could be sold to individual households in 1914. Whether
or not this story is revisionist history, the commercial potential of radio
broadcasting became clear almost immediately after World War 1. Ama-
teurs who had learned about wireless technology during the war
started setting up their own stations in garages and attics. Officially,
the Navy controlled wireless broadcasting—it was seen mainly as a
form of maritime communication—but Westinghouse and General
Electric, the companies who dominated the U.S. electric industry along
with AT&T, were anxious to see the technology made available in the
commercial marketplace. The Navy, realizing that it would not be able
to retain control over broadcasting, removed the one foreign force in
U.S. broadcasting by pressuring British Marconi to sell all the stock of
its U.S. operation, American Marconi, to a new company owned by
General Electric. That company was named the Radio Corporation of
America, or RCA.

Westinghouse and GE started manufacturing radio receivers by
1918. In 1920, Westinghouse opened its first radio station, KDKA in
Pittsburgh, and in 1921, the company started WJZ in New York City. In
the same period, GE's WGY in Schenectady, New York (its hometown),
went on the air. AT&T’s first station, WEAF, went on the air in 1922. By
1925, most major cities were served by multiple radio stations, fre-
quently affiliated with an emerging network.

The growth of radio stations did not proceed according to AT&T’s
plans. In general, AT&T, true to its origins, saw the entire notion of
broadcasting as an outgrowth of telephone service. In one instance,
AT&T denied competitive networks access to its long-distance phone
lines. The conflict between common carrier and broadcaster became
increasingly clear; eventually, under pressure from the government,
AT&T sold its stations and technology to RCA, reserving only the right
to provide the long lines service that connected one radio station to
another. GE and Westinghouse also invested in RCA, became partners,
and contributed their stations. By 1927, there was sufficient belief in the
potential of network broadcasting to form an RCA subsidiary called
the National Broadcasting Company, or NBC.

COMMERCIAL RADIO AND THE GROWTH
OF THE NETWORKS

AT&T originated the idea of paid commercial advertising on radio with
a real-estate commercial that aired on WEAF in 1922. Within just
two more years, AT&T became a leading producer of programs for
stations on its temporary network link-ups. AT&T married sponsors to
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programs: The Ipana Troubadours, The A&P Gypsies, and The Eveready
. Hour were among the more popular offerings. Westinghouse’s WJZ
presented programs sponsored by Rheingold Beer, Schrafft’s Restau-
rants, and John Wanamaker, a department store. Other companies fol-
lowed suit—but AT&T objected on the grounds that it was the only
company permitted to charge for commercial use of electronic media.
The ensuing battle resulted in AT&T’s withdrawal from RCA.

As early as 1927, NBC, under the executive leadership of David
Sarnoff, was operating two networks—the Red Network, fed by WEAF
(later, WNBC), and the Blue Network, fed by WJ]Z (later, WABC). (The
networks’ names came from the patchboard’s use of red and blue to
keep them separate.) NBC was not the only owner of networks at that
time, but it was the only one with stations in most of the largest cities.
A year later, William Paley bought a struggling network called United
Independent Broadcasters, renamed it the Columbia Broadcasting Sys-
tem (CBS), and began aggressively seeking affiliates in major cities.

ABC came much later, in 1943, when radio’s golden age was al-
ready drawing to a close. NBC’s dominance had long been a cause for
concern at the Federal Communications Commission (FCC), and in 1941
the Commission finally required NBC to divest itself of one of its two
networks. NBC sold the Blue network to Life Savers tycoon Edward ].
Noble in 1943, who established the American Broadcasting Company.
By 1951, Noble had sold out to United Paramount Theaters and the third
of network television’s pioneers: Leonard Goldenson.

THE TRANSITION FROM RADIO TO TELEVISION

The concept of transmitting pictures as well as sound dates back to the
late 1800s. The technology needed to capture an image from real life via
a camera’s pickup tube, then transmit the image back to a television
screen, took about 50 years to develop. In 1930, engineers at RCA were
able to display 60 lines of resolution, resulting in a crude television
image. Nine years later, that number had increased to 441. In 1941, the
National Television Standards Committee (NTSC), representing 15
leading electronic manufacturers, approved the 525-line system that is
still in use today in the U.S. and in many other countries.

World War II delayed the start-up of television broadcasting on a
large scale. By 1943, however, NBC was broadcasting occasional boxing
matches; by 1944, Gillette had agreed to sponsor three nights a week of
NBC boxing and wrestling coverage. At about the same time, CBS de-
buted its first regularly-scheduled entry: a game show called Missus
Goes A'Shopping (it had been a popular program on CBS radio). ABC,
then called ABC-Blue, also started with a game show, Ladies Be Seated. A
fourth network, DuMont, began with low-budget programs: cooking
shows and travelogues. Naturally, at the outset, much of the program-
ming was experimental, and the scheduling somewhat informal. As
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more television sets were sold and more viewers became available, the
system became more organized.

By 1948, television broadcasting had changed dramatically. ABC,
CBS, and NBC were programming nearly all of the hours from 7:00 p.M.
until 11:00 P.M.,, with only occasional lapses for local programming.
Essentially, DuMont operated only on weekdays, with one notable ex-
ception on Saturday nights: the Original Amateur Hour. Many of the
network programs were low-priced filler or sports coverage, which was
inexpensive to produce because the event did not have to be staged.
There was also an abundance of public affairs, talk, and other low-cost
formats—plus the beginnings of the hit shows that would soon drive
the business. Texaco Star Theater (NBC) featuring Milton Berle became
the top show, followed by Toast of the Town (CBS), later renamed The Ed
Sullivan Show. Both debuted during the summer of 1948, prior to the
introduction of the first full-fledged fall season. An early version of Sid
Caesar’s Your Show of Shows (NBC) also debuted in 1948.

By 1950, the pattern was set, and it would not change in any
substantive way for the next thirty or more years. Each of the net-
works—reduced to three with the demise of DuMont in 1956—worked
closely with advertisers and advertising agencies to develop programs
that would reach the largest possible audience.

THE EVOLUTION OF NETWORK PROGRAMMING

In the 1950s, situation comedies tended to feature young urban couples
(The Honeymooners, I Love Lucy); those adapted from radio frequently
retained an ethnic twist (The Goldbergs, Mama, Amos n’ Andy). In the
1960s, the young suburban families on sitcoms like The Dick Van Dyke
Show, Bewitched, My Three Sons, The Partridge Family, and The Brady Bunch
reflected changes in the American lifestyle. CBS had a long run with
sitcoms that had a strong rural appeal: Petticoat Junction, The Beverly
Hillbillies, Green Acres, The Andy Griffith Show. By the 1970s, though, the
old formulas were no longer working. ABC introduced shows intended
for younger viewers (Laverne & Shirley, Happy Days, Three’s Company);
CBS depended heavily upon Norman Lear for progressive sitcoms that
featured social topics (All in the Family, Maude, One Day at a Time); and
MTM produced sitcoms about independent women (The Mary Tyler
Moore Show, Rhoda).

Programs based on certain themes have remained popular
throughout the history of television. Sitcoms with military themes, for
example—Sergeant Bilko, McHale'’s Navy, M*A*S*H*—have been consis-
tently popular. Shows whose families feature outspoken children have
also been successful year after year, though some have been of higher
quality than others—the best include Leave It to Beaver, Make Room for
Daddy, Family Ties, The Cosby Show, and Roseanne.
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Dramatic programs based on cops, lawyers, detectives, spies, medi-
cal, and military themes have been consistent performers, though some
years find more of one type of program than another. In the 1950s and
into the 1960s, westerns like Gunsmoke, Have Gun Will Travel, Wagon
Train, Peter Gunn, and Bat Masterson were very popular, but since then,
only a small number have succeeded. Anthology shows (The Twilight
Zone, Alfred Hitchcock Presents) did well in the 1950s and 1960s, espe-
cially those that featured live drama (Playhouse 90, Armstrong Circle The-
ater, Philco Television Playhouse), but these formats have essentially
disappeared from view. Shows about reporters (Lou Grant, The Reporters)
have occasionally succeeded, and the reporter show is one of the few
“occupational” genres outside of those listed above that seem worth a
programmer’s—or producer’s—risk. Family soap operas (The Big Valley,
The Waltons, Family) have been successful, particularly if there is a big-
money business at the heart of the family (Falcon Crest, Dallas).

Other types of programs besides comedy and drama have come and
gone in prime time as well. In the fall of 1958, there were twelve game
shows on the network prime time schedules; by 1962, there were four;
by 1967, the format was relegated to daytime. There have been some
experiments since, mainly as summer replacements, but none of them
has succeeded on the networks. Game shows have since found their
place in daytime and fringe periods mainly as cable and syndicated
programs. Variety shows featuring big stars were among the most popu-
lar shows in the 1950s and 1960s; in 1963, for example, the fall schedule
included regularly-scheduled programs featuring Mitch Miller, Red
Skelton, Jack Benny, Garry Moore, Andy Williams, Danny Kaye, Sid
Caesar, Perry Como, Edie Adams, Bob Hope, Jack Paar, Lawrence Welk,
Jerry Lewis, Jackie Gleason, Ed Sullivan, and Judy Garland. Ten years
later, only Sonny & Cher, Flip Wilson, Dean Martin, and Carol Burnett
were on the air with variety shows (Bob Hope also appeared regularly,
but less often than before). A year after that, only Sonny (without Cher)
and Carol Burnett remained.

Daytime schedules have also been dominated by a limited number
of formats. Soaps began as fifteen-minute programs in the 1950s, and by
the 1980s, many were an hour long. Roughly half of the daytime sched-
ule has been occupied by soaps since the 1950s. The other half has been
filled mainly with game shows, plus occasional talk and variety shows
(The Tennessee Ernie Ford Show, Art Linkletter’s House Party, Dinah’s Place,
and, more recently, The Marsha Warfield Show). Syndication has taken
over a role once played by the networks—supplying talk shows to local
stations (Donahue!, The Oprah Winfrey Show).*

* For a complete year-by-year analysis of network prime time programming through 1980, see
Watching TV: Four Decades of American Television, by Harry Castleman and Walter J. Podrazik. The
same authors have prepared The TV Schedule Book, which includes detailed daytime and weekend
schedules through 1982.
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OTHER TELEVISION BROADCASTERS

From the 1940s until the late 1960s, the term “television” described the
activities of the three networks, plus an assortment of independent sta-
tions—located mostly in the larger cities—that were unaffiliated with
any network. The independent stations showed plenty of movies and
sports coverage as well as inexpensive cartoon programs and some low-
cost syndicated fare. Later, as the syndication marketplace matured in
the 1980s, independent stations became competitive, sometimes equal-
ing or surpassing the ratings of network affiliates for popular shows.

EDUCATIONAL AND PUBLIC TELEVISION

Educational television stations were on the air in the early 1950s in
some cities, but the present-day system of public television broadcast-
ing did not take shape until the late 1960s. Attempts at networks, co-
productions between stations, and even group program-buying were
only occasionally successful. (National Educational Television, or NET,
started as one of several organizations that sent tapes by mail from one
station to another). Community groups, school boards, municipal orga-
nizations, and other local entities provided the stations with small bud-
gets and limited funds. In 1967, the Carnegie Commission on
Educational Television recommended that Congress establish a corpo-
ration for public television, as an expansion on earlier educational ef-
forts. Later that year, Congress established the Corporation for Public
Broadcasting (CPB) as both a funding source for public television sta-
tions as well as a buffer organization between Congress and a new
public television network.

What began as a non-commercial network financed by the gov-
ernment and foundation grants has since become a confederation of
independently-owned and -operated, non-profit stations that have be-
come indispensable to certain audience segments. Public television is
especially popular with pre-schoolers, and with viewers who enjoy doc-
umentaries, opera, classical music, ballet, and British comedy. With
increasing competition from cable services that provide similar pro-
gramming, PBS is in the process of rethinking its goals; centralizing its
programming operations is one possible step in this change.

NON-BROADCAST TELEVISION

Television has long been considered to be a mass medium, but television
has served a significant variety of non-broadcast functions since the
1970s—and since the invention of affordable video recorders and play-
ers. Sony’s U-Matic format, the first to house videotape in a viable
cassette format, was introduced in 1975. Colleges have videotaped
classwork since that time (and earlier, for those who operated television
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studios). Some high schools have a long history with non-broadcast as
well. Closed-circuit television services have also been a part of the
picture since the 1950s—for surveillance, and, later, for the distribution
of training and information programming throughout large organiza-
tions, such as corporations.

Still, non-broadcast television, now almost universally called
video, did not blossom until the late 1970s, when a combination of more
affordable equipment and the VHS cassette standard encouraged corpo-
rate managers to invest in small-scale video set-ups. Many of these
operations have grown considerably, and most corporations now use
video as a primary communications tool. Some companies have experi-
mented with annual reports on video; others use it regularly for
employee communication and training, merchandising, doing public re-
lations (in the form of electronic news releases), presenting sales litera-
ture in a dynamic way, demonstrating products, and other applications.
Closed-circuit services continue to grow as well, supplying hospitals
and hotels with movie channels, for example. With the coming conver-
gence of video and computer technology, multimedia applications will
further increase the variety of non-broadcast activities.

THE 1970s AND THE RE-INVENTION
OF THE TELEVISION INDUSTRY

From the early 1950s until the mid-1970s, television was a closed busi-
ness, of limited interest to outside entrepreneurs. Television stations
which had started as outgrowths of radio stations or newspapers
changed hands, but not often. Since the demise of DuMont in 1956, talk
of a fourth commercial network was initiated by many companies, but
nearly every plan faltered for the same reason: limited channel capacity.
After a brief freeze on commercial television licensing, the FCC had
devised a plan in 1952 that would allow only the very largest markets to
have five or six VHF stations; most large markets, in fact, were limited to
four or five. Other stations were licensed to operate on the UHF band—
channels 14 to 83—but this was a “no man’s land” because many sets
could not receive the signals, and even viewers who owned VHF/UHF
sets rarely watched the UHF band. Stations on the VHF band were
almost always affiliated with either ABC, CBS, NBC, or public televi-
sion. In order to build a successful new network, most of the stations
would have to be on the VHF band—and there simply weren’t enough
unaffiliated major-market VHF stations to support a fourth commercial
network. Some independent stations grew, and some even affiliated in
ad-hoc networks like Operation Prime Time, but limited channel capac-
ity was the single greatest impediment to further growth of the televi-
sion industry.

By the mid-1970s, three developments had conspired to change not
only this situation, but the entire definition of television.
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First, the FCC lifted several restrictions which limited the growth
of cable television. Until early 1970s, the FCC routinely passed rules
that limited the ability of cable operators to pursue business in the top
100 markets, taking the view that broadcast interests were to be pro-
tected, and that cable operators were attempting to make money un-
fairly with the broadcaster’s product. By 1972, the FCC had changed its
stance, and within five years, cable operators were fighting over the
valuable franchises for communities of every size. In 1972, 6.5 million
households were subscribers to cable; in 1982, the number had jumped
to 29 million; in 1992, the projected subscriber count is roughly 60
million, or two-thirds of U.S. television households.*

The second development that has changed the nature of television
follows from the first. With a system of distribution and a growing
universe of potential viewers, corporations with interests in the televi-
sion and/or entertainment industries created cable television net-
works. Time, Inc. developed HBO and, later, Cinemax and The Comedy
Channel. Syndication leader Viacom launched Showtime, and later
purchased several networks developed by Warner (later Warner-
Amex): The Movie Channel, Nickelodeon, and other services. Smaller
companies also succeeded: Georgia entrepreneur Ted Turner, who was
already familiar with the cable business because of the success of his
superstation, WTCG (later renamed WTBS), developed cable’s first
24-hour news channel, CNN. Turner followed with a second news
service and, after the purchase of the MGM film library, with Turner
Network Television (TNT). Special-interest networks like The Weather
Channel and ESPN have also done well. ABC owns ESPN, and large
portions of Lifetime and A&E. NBC has begun its own service with
CNBC, and is also a partner in Cablevision and Cablevision’s Rainbow
Program Holdings subsidiary, which owns SportsChannel, Bravo, and
American Movie Classics. CBS tried its own ambitious cable network
(CBS Cable), but failed, and the network has not tried again. The next
generation of cable television can offer systems with up to 100 chan-
nels, sometimes more. New channels are in development, but because
there is only a finite number of viewers, many of these channels will
face a downward spiral of ratings. The latest limitation is not techno-
logical—it is possible to build a cable system with more than a 100
channels—it is economic. The high cost of construction at the local
level, and the relatively small numbers of viewers per channel at the
national level, suggest that new financing patterns are necessary if
such systems are to succeed.

The third development is the videocassette recorder. The VCR is
now a part of television viewing in over 70 percent of U.S. households.
After a slow start, growth of the installed base of VCRs was brisk: 2.3
million by late 1981, 25 million by 1985, and 65 million by 1990. No

* Source: National Cable Television Association, Cable Television Developments, May 1990.
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dependable method of measuring viewership patterns in video has been
devised, but it seems likely that viewing of tapes from the local video
store is having an impact on network viewing, particularly on weekend
nights.

The videocassette business has evolved from a rental marketplace,
where retail stores purchase copies of popular titles for subsequent
rental to customers, to a combination of rental and sell-through (where-
by consumers buy the tapes directly). A large number of titles are now
available for under $30 and, frequently, under $20. Hollywood sells
movies directly to consumers—each of the studios operates a home
video label in the U.S., and most are directly involved internationally
as well. Some other large entertainment companies own labels (HBO
Video), while smaller entrepreneurial concerns—unable to compete for
big box-office films—tend to specialize in particular genres (Kultur, in
performing arts, for example).

CHANGES IN THE 1980s

The 1970s presented only a glimpse of the more fundamental shifts that
were destined to alter the entire television industry in the following
decade.

First, individual television stations began to change hands more
often. Buying and selling stations became a big business in the 1980s,
supported by a change in the government stance on license transfer (see
page 113), and by Wall Street interest. In New York City, for example,
WOR, long an RKO General station, was sold to MCA Universal;
WNEW, the flagship station for the old Metromedia group, was sold to
Rupert Murdoch as a key station in the new Fox group (it is now called
WNYW). In Los Angeles, RKO’s KH] was sold to Disney, and became
KCAL. Stations were sold for high cash values; new companies, such as
Act I1I Broadcasting began to buy and operate independent stations and
convert them into Fox affiliates.

As a result of Wall Street maneuvering, each of the networks
changed hands in the 1980s. Previously, the buying or selling of a net-
work seemed impossible because of tradition and government barriers.
This changed when Capital Cities successfully merged with ABC. GE
then purchased RCA, and with it, NBC. The change at CBS was engi-
neered in the boardroom, as stockholder Laurence Tisch took over, sup-
posedly with the blessing of patriarch William Paley.

Second, the Big Three—ABC, CBS, and NBC—have been joined by
a new competitor, Fox Broadcasting Corporation. Fox has survived
where others might have failed because the network was carefully an-
chored by VHF stations in several key markets. Furthermore, with cable,
the old distinction between UHF and VHF is no longer as important, so
Fox has been able to get by with UHF stations in large markets (the
Fox affiliate in Philadelphia, for example, is WTXF, Channel 29).



xxii =~ THIS BUSINESS OF TELEVISION

Fox’s programming strategy has also been key to its success. The
network has followed some traditional patterns, but it has varied the
target audience. 21 Jump Street, for example, was a cop show for a
younger audience; Married . . . With Children is a sitcom with an atti-
tude. Like other network start-ups, low-cost programming (The Re-
porters, America’s Most Wanted ) was also a part of Fox’s early strategy, but
these programs were skillfully crafted, so their ratings were higher than
might be expected from modestly-budgeted programs. Quirky shows are
also part of the strategy; from the beginning, Fox has attempted to do
things that the other networks do not. Variety has been an important
form (The Tracey Ullman Show, In Living Color), and the network’s first
true hit, The Simpsons, has encouraged the other networks to rediscover
animation in prime time.

Third, as a result of cable, home video, and Fox, the three original
networks’ share of total viewers has seriously eroded. ABC, CBS, and
NBC now claim only 65 percent of the prime time audience; this situa-
tion is likely to grow more severe as households spend more time watch-
ing videocassettes, and as the viewing options available on cable
stations expand.

THE FUTURE

New technologies, competition from existing distribution systems and
new ones, and a changing regulatory environment, will force the televi-
sion and video industries to evolve and grow.

Cable television’s multichannel dominance is beginning to experi-
ence competition from direct-broadcast satellites (DBS). High-power
satellites are calling for smaller and smaller satellite dishes, and several
ventures (SkyPix, Primestar) now provide DBS service nationwide.
Other ventures are in the works.

Fiber-optic cables can transmit hundreds of television channels,
plus data and voice communication. With changes in regulation, the
telephone companies may become more active in cable operations;
the ultimate result could be a single, mixed-use cable system for some
combination of television programs, audio programs, voice communica-
tion, picturephone, an advanced form of fax or still video, and computer
data.

The viewing experience is changing as well. More than 2 million
households now own projection screens larger than 45 inches (diago-
nally measured); several manufacturers sell screens over 100 inches.
Surround sound, which mimics the superior three-dimensional effects
heard in the best movie theaters, is available for home use for about
$1,000. A variety of widescreen and high-definition television (HDTV)
formats are also in development.

TVs and VCRs are being installed on increasing numbers of planes,
boats, cars, buses, trains, and trucks; battery-operated portable video
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systems, such as Sony’s Color Watchman (which includes a small TV
and VCR), are likely to change viewer’s perceptions of the medium as
well.

Digital video is the long-term variable. As computer and video
technology continue along their converging paths of development, the
turn of the century will bring new program forms, new kinds of per-
sonal and office communications equipment, toys, video players and
recorders, and telephones that are not yet the stuff of dreams. All of
these developments may lead to a completely new definition of what we
presently refer to as “television.”



Figure 1. The Top 100 Television Markets, Ranked by Number of
Television Households

RANK MARKET ADITV HH
1 New York 7,075,000
2 Los Angeles 5,036,000
3 Chicago 3,135,900
4 Philadelphia 2,736,000
5 San Francisco-Oakland-San Jose 2,223,600
6 Boston 2,115,500
7 Dallas-Ft. Worth 1,757,700
8 Detroit 1,726,700
9 Washington, DC 1,718,600

10 Houston 1,483,200
11 Cleveland 1,445,100
12 Atlanta 1,421,300
13 Tampa-St. Petersburg 1,357,700
14 Minneapolis-St. Paul 1,355,000
15 Miami-Ft. Lauderdale 1,326,100
16 Seattle-Tacoma 1,311,600
17  Pittsburgh 1,156,800
18 St. Louis 1,111,600
19 Denver 1,048,400
20 Phoenix 1,029,900
21 Sacramento-Stockton 1,025,600
22 Baltimore 945,700
23 Hartford-New Haven 911,400
24 Orlando-Daytona Beach-Melbourne 909,100
25 San Diego 906,400
26 Indianapolis 873,800
27 Portland, OR 814,900
28 Milwaukee 773,400
29 Kansas City 763,500
30 Cincinnati 752,000
31 Charlotte 744,100
32 Nashville 711,900
33 Columbus, OH 690,600
34 Raleigh-Durham 683,000
35 Greenville-Spartanburg-Asheville 650,900
36 New Orleans 641,700
37 Buffalo 614,300
38 Memphis 609,600
39 Grand Rapids-Kalamazoo-Battle Creek 604,500
40 Oklahoma City 600,000
41  Salt Lake City 597,700
42 San Antonio 588,800
43  Norfolk-Portsmouth-Newport News-Hampton 577,000
44 Harrisburg-York-Lancaster-Lebanon 564,400
45 Providence-New Bedford 559,600
46 West Palm Beach-Ft. Pierce-Vero Beach 533,800
47 Louisville 530,400
48 Greensboro-Winston Salem-High Point 522,200
49  Birmingham 518,600
50 Charleston-Huntington 511,900



51 Dayton 506,300

52  Albuquerque 506,000
53 Wilkes Barre-Scranton 492,400
54 Albany-Schenectady-Troy 491,500
55 Jacksonville 474,300
56 Tulsa 471,300
57  Little Rock 461,200
58 Flint-Saginaw-Bay City 453,700
59 Fresno-Visalia 437,700
60 Wichita-Hutchinson 431,500
61 Mobile-Pensacola 419,000
62 Toledo 414,500
63 Richmond 410,800
64 Knoxville 402,800
65 Shreveport-Texarkana 389,600
66 Green Bay-Appleton 388,400
67 Des Moines 387,500
68 Roanoke-Lynchburg 376,300
69 Syracuse 373,600
70 Portland-Poland Spring 369,700
71 Omaha 363,400
72 Austin, TX 362,900
73  Lexington 358,800
74 Rochester, NY 354,100
75 Springfield-Decatur-Champaign 342,600
76 Paducah-Cape Girardeau-Harrisburg-Marion 332,800
77  South Bend-Elkhart 321,600
78 Spokane 321,300
79 Davenport-Rock Island-Moline: Quad City 316,400
80 Tucson 313,900
81 Chattanooga 310,800
82 Cedar Rapids-Waterloo-Dubuque 308,500
83  Springfield, MO 308,500
84 Bristol-Kingsport-Johnson City: Tri Cities 307,100
85 Huntsville-Decatur-Florence 302,500
86 Las Vegas 300,600
87 Columbia, SC 300,300
88 Jackson, MS 293,500
89 Johnstown-Altoona 285,800
90 Madison 280,100
91 Youngstown 277,000
92 Evansville 264,500
93  Ft. Myers-Naples 260,600
94 Baton Rouge 254,100
95 Greenville-New Bern-Washington 252,900
96 Waco-Temple-Bryan 249,000
97  Springfield, MA 246,100
98 Lincoln-Hastings-Kearney 243,900
99  Burlington-Plattsburgh 241,600
100 El Paso 237,700

SOURCE: The Arbitron Company, ADI Market Rankings 1990-1991.
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Figure 2. Sample Page from A.C. Nielsen’s Pocketpiece
** __ Nielsen NATIONAL TV AUDIENCE ESTIMATES EVE.THU. JAN.3, 1991

TIME 7.00 7:15 730 7:45 B00 B15 B: 845 900 9:15 9:30 945 10:00_ 10:15 10:30 10:45

HUT T61.0 [621 [ 626 | 63.9 | 65.5 | 66.5 | 66.0 | 65.9 | 65.8 | 65.8 | 63.5 | 62.9 | 61.7

~+——FATHER DOWLING——= +———GABRIEL'S FIRE——= «————PRIMETIME LIVE——
MYSTERIES {R)PAE)

ABC TV
HHLD AUDIENCE% & f,°°°l, 11.0 10,240 78 7.260 B4 8750
TA%, AVG. AUD, 172 HR % 145 10.7° 1n4 w9 TI° 79 135 93° B.5*
SHARE AUDEENCE % 17 16° i7° 12 12* 12 16 is® 16°
AVG. AUD. BY 1/4 HR % 17 107 117 112 el 74 18 1% 82 94 08 8.2
TOP COPS e————FLASH—————=  DOCTOR, KNOTS LANDIN
CBS TV ® ® pocToR
HHLD AUDIENCE% & f,°°°l 82 7630 83 7,730 83 7730 141 13,130
TA%. AVG. AUD. 172 HR Y% 103 127 8. 86° 100 169 141° 14.1°
SHARE AUDENCE % 12 13 12¢ 13 13 24 23° 24°
AVG, AUD, BY 14 HR % 86 78 8.1 LX] 87 85 17 80 138 143 140 142
au.; .foowsav CHEERS WINGS A LAW———
NBC TV
HHLD AUDIENCEY. Auml 200 18620 201 18,710 244 22720 181 1685 158 14,710
TA%, AVG. AUD. 1/2 HR % 233 24 274 206 W6 159° 15.7°
SHARE Ya 30 30 14 29 27 i 27°
AVG, AUD, BY /4 HR % 191 208 189 202 242 247 188 174 159 159 159 155
smﬁ)ous mg)es ~—BEVERLY HILLS,B0210—
FOX TV
HHLD AUDIENCE% & !‘mz 115 10710 65 6050 51 4750
TA%, AVG. AUD. 172 HR % 134 75 75 48 54¢
SHARE AUDIENCE % 17 10 ] 7° [
AVG. AUD, BY V4 HR % 10 120 68 6.1 49 48 54 55
INDEPENDENTS
(INCLUDING SUPERSTATIONS
EXCEPT TBS)
AVERAGE AUDIENCE 143 (+ 152 (* 56 6.1 62 67 0.8 (*F) 8.5 (*F)
SHARE AUDEENCE % P - 24 Gl 8 9 ® 1 16 15
PBS
AVERAGE AUDIENCE X 4 32 37 29 3.0 20 1.9
SHARE AUDIENCE % 2 ;1. 24 5 6 4 5 3 3

CABLE ORIG.
(INCLUDING TBS)

AVERAGE AUDIENCE 10.5 1.3 103 12.6 133 14.0 1.8 10.3
SHARE AUDIENCE % 17 16 19 20 1 18

PAY SERVICES

AVERAGE AUDIENCE 2.1 22 2.1 26 34 43 53 40
SHARE AUDIENCE % 3 3 3 4 s 8 v 7

U.S. TV Households: 83,100,000 For sxplanation of symbols. See page B.



Figure 3. Sample Page from A.C. Nielsen’s Viewers in Profile Report
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Figure 4. World Television Markets

Market TV Households Population Color TV System
US.A. 91,000,000 251,000,000 NTSC
China (PRC) 81,000,000 1,100,000,000 PAL
Japan 40,000,000 124,000,000 NTSC
Germany 24,000,000* 78,000,000 PAL/SECAM
Brazil 22,000,000 154,000,000 PAL
United Kingdom " 21,000,000 57,000,000 PAL
Italy 20,000,000 58,000,000 PAL
India 20,000,000 833,000,000 PAL
France 20,000,000 56,000,000 SECAM
Spain 11,000,000 40,000,000 PAL
Argentina 10,000,000 33,000,000 PAL
Mexico 9,500,000 88,000,000 NTSC
Canada 9,500,000 27,000,000 NTSC
Netherlands 5,500,000 15,000,000 PAL
Australia 5,000,000 17,000,000 PAL
Colombia 4,500,000 32,000,000 NTSC
Belgium 3,500,000 15,000,000 PAL
Chile 3,500,000 13,000,000 NTSC
Venezuela 3,000,000 20,000,000 NTSC
Greece 3,000,000 10,000,000 SECAM
Sweden 3,000,000 8,500,000 PAL

* Does not include TV households in East German; no reliable statistics available.

SOURCES: TV Households figures, TBI's World Guide 1990; population figures, World
Almanac and Book of Facts 1990. All figures rounded off to nearest 500,000.

NOTE: While they have large numbers of television viewers, the People’s Republic of
China and India are not generally recognized as significant markets for Western televi-
sion programs because of language/cultural differences with the West.
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1 || Network Television

Domestic television programming is delivered in three principal ways:
broadcast, cablecast, and direct to consumers in the form of videocas-
settes and videodiscs. Chapters 1 through 12 discuss the organization
and structure of each of these distribution systems.

The first chapter in this distribution section deals with commercial
network television. By definition, a television network is a group of
television stations that carry the same program schedule to viewers; a
network can reach national or regional audiences.

HISTORY

From a viewer’s perspective, the differences between