











r

518 Public Policy

mate a slightly less satisfactory linear model of viewer behavior:
(2) A, =0,(a,DNET; 4+ a,LNET; + a;DIND, + a,l.IND;
+ ayDEDUC,; + o LEDUC)) + vC, + \CTZ,
+ nHHH, + u;
where, for the ith market, O, = the number of homes without
cable and

DNET, = a dummy variable equal to zero if viewers in the
given reception category cannot receive a network
station, and unity if they are able to receive a net-
work station.

LNET, = the natural logarithm of the number of network
stations which viewers in the given reception cate-
gorTy can receive.

DIND, = a dummy variable equal to zero if viewers in the
given reception category cannot receive an indepen-
dent station and unity if they are able to receive an
independent station.

LIND, = the natural logarithm of the number of indepen-
dent stations which viewers in the given reception
category can receive.

DEDUC,= a dummy variable equal to zero if viewers in the
given reception category cannot receive an educa-
tional station, and unity if they are able to receive
an educational station,

LEDUC, = the natural logarithm of the number of educational
stations which viewers in the given reception cate-
gory can receive.

CIZ; = a dummy variable equal to unity if the market is in
Central or Mountain Time Zones, and zero other-
wise.

HH, — the number of television houscholds in the market.

The off-the-air signal variables are a series of dummies and
logarithms of the number of signals of each type because of the

12 This equation ignores the likelihood that UHF signals are viewed less inten-
sively for given reception quality because of the absence of UHF capability on some
receivers and the difficulty in coping with the UHF dial on all-channel receivers,
R. E. Park has estimated that the UHF handicap is substantial in his cable sub-
scriber demand investigation (see ftn. 28). On the other hand, Grecenberg's study
of television station profits (ftn, 20), suggests no specific UHF handicap, and my
attempts to fit Park’s equation to a new data base (ftn. 25) lead me to reject the
hypothesis of a significant UHF handicap. It would probably be fair to say that a
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assumption that additional signals add to audiencé at a declining
rate — an assumption derived from the previous studies and mildly
vindicated by the somewhat reduced explanatory power of a re-
gression equation linear in the signal variables. The convention
that the logarithm of zero is zero is adopted for the purposes of
estimating (2).

Because of the absence of complete data on the several thousand
cable systems in the country, it is impossible to specify the precise
number of signals available to cable viewers in each market. This
1s probably not an important limitation for one major reason.
The number of network signals available to cable subscribers is
three in virtually every system; thus, DNET and LNET combine
to form a single term with a coeflicient of + if the other signals
have no effect upon viewing. In light of the results for off-the-air
viewing, as we shall see, this is an eminently reasonable interpreta-
ton.

The inclusion of CTZ and HH is intended to capture the effect
of the location of the market and its size upon total viewing. Since
prime time programming begins at 6:30 p.m. in the Central Time
Zone instead of at 7:30 as in the rest of the country, it is likely that
viewers in markets in the CTZ will behave differently from those
in other areas. The size of market is simply a proxy for urbaniza-
tion.

Two dependent variables are used in this study: (i) the per-
centage of television homes viewing during prime time (PTA),
and (i1) the total number of quarter hours watched by the average
household in one week (AQHW).

To estimate (2), we utilize data for the 207 markets listed by the
American Research Bureau in its division of the country into
Areas of Dominant Influence. All viewing data are drawn from
fall 1970 tabulations by the ARB. Cable penetration data for
these markets are obtained from A. C. Nielsen tabulations pub-
lished in Broadcasting.® The number of signals available off the
air in each market are derived from the “B Contour” ** mappings
published in the Television Factbook.

consensus exists among students of the industry that there is some UHF handicap,
but that it is dwindling.

13 Broadcasting, June 1, 1970,

14 The B Contour embraces that area in which viewing is defined to be of satis-
factory quality 90 percent of the time from 50 percent of viewing locations.
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The ordinary least squares estimates of (2) are reported in Table
1. Only the coeflicients of the network signal variables, the cable
penctration variable, and the CTZ dummy are consistently sig-
nificant, but the magnitude of LNET is quite small. The in-
terpretation of the results for the 207-market sample is quite
straightforward. In regression (iv), for example, the coefficient of
DNET suggests that 51.55 percent of all television homes watch
during an average hour of prime time outside C7TZ if there is but
one network station available. An increase in the number of
network signals to three increases prime time viewing by the
coefficient of LNET, 2.441, multiplied by the natural logarithm
of 3, or approximately 2.7 percentage points. Thus, trebling the
number of networks increases viewing during prime time by only
5 percent.

Since every cable system is assumed to offer three primary net-
work signals, the coefficient of C — 53.09 in regression (iv) — points
to less prime time viewing by cable homes than by noncable
viewers with three network affiliates to choose from. This is an
intuitively unsatisfactory result to which we turn below.

Interestingly, the CTZ dummy variable assumes a positive co-
efficient in the PT A regressions but a negative coefficient in the
AQHW equations. Homes facing earlier network schedules watch
more during prime time but apparently view less during the entire
week. Finally, the size of market appears to have little significant
impact upon total viewing.

The small values of the estimated coefficients for LNET in the
full 207-market sample may be attributed in some part to a prob-
lem of errors in variables.’® Viewers in most markets are often
able to receive some signals from other markets, and it is the rare
market in which all households are able to receive precisely the
same signals. There are two methods available for ameliorating
this problem. One might drop all observations for markets in
which overlapping signals exist. Alternatively, one could reduce
the size of the geographical areas covered in the sample. We begin
with the former possibility, selecting all markets whose signals do
not overlap other market signals at the B-contour level. This

151f there are random errors in the independent variables, such as LNET or
LIND, straightforward application of ordinary least squares will provide estimates
of the respective coefficients which are biased downward. Sec ]. Johnston, Econo-
metric Methods (New York: McGraw-Hill, 1963), Chapter 6.




522 Public Policy

yields a very small sample of only 26 “homogeneous” markets.!®

When equation (2) is estimated over only the homogeneous
sample, the statistical precision of the PTA regressions is im-
proved, but the AQHW regressions prove statistically insignificant.
Equations (vi) and (viii) support the general qualitative results
of the 207-market regressions, but the magnitude of the coeflicient
of LNET is nearly double that obtained in the larger regression
sample, confirming our suspicions of an errors-in-variables prob-
lem. Cable homes still appear to indulge in less total viewing
than their counterparts receiving signals off the air, and this result
leads us to question the precision of the off-the-air estimates.

A more satisfactory approach to reducing the errors in variables
lies in choosing small geographic areas for our sample observa-
tions. The smallest geopolitical divisions for which ARB reports
viewing data are county units; therefore, we next estimate our
viewing equation by utilizing a sample of counties in which tele-
vision households report the viewing of only local signals. For
the 1970-71 rating periods, there were 262 such counties in avail-
able ratings books.!” Although this sample may contain some
counties in which households are technically able to receive out-
side signals, households do not report any such viewing, and we
may therefore conclude that distant signals are not meaningful
viewing options.

Since the county sample contains only households who do not
view television stations outside the home market, the problem of
cable signal imports does not occur. In fact, there are no cable
subscribers in 285 of the 262 counties in the sample, and in the
remaining 27 cable penetration is very low. Nevertheless, we re-
port all results for both the entire sample and for counties without
cable television, omitting the cable penetration variable. The
logarithm of the number of households in the county is included
to capture the effects of urbanization,' and in unreported re-
oressions a measure of household income and the mean years of

16 A list of these markets may be obtained from the author.

17 Specifically, the criterion is that local households report viewing signals from
other markets less than 0.5 percent of the time since ARB rounds all viewing per
centages of more than 99.5 percent up to 100 percent,

1¥Dr, R. E. Park of Rand has suggested to me that this variable might also be
capturing the effect of reception quality since smaller counties are likely (o be
located farther from transmitting stations. I doubt that this explanation is of major

importance given the variance in the sizes of the home counties of the markels
included in the sample.
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education for persons 25 years of age or older are also included.
Since the income and education variables never contribute sig-
nificantly to the explanatory power of the viewing equations, they
are omitted from the resulis reported in Table 2.

As in the previous samples, the only form of television signal
which contributes to viewing intensity is the network affiliate.
Neither independent nor educational stations are associated with
greater viewing during prime time or over an entire week. Even
though the statistical fit of the regression equations is rather poor
— undoubtedly caused in large part by considerable sampling
error for such small areas — the effect of the number of network
signals upon both PTA and AQHW is considerably greater than
in the previous results. With only one network signal available,
45 percent of households view television in a non-CTZ county
with 1,000 television households. This prime time audience rises
to 49 percent with the addition of a second network signal — an
increase of 8 percent —and to 51 percent in the presence of 3
network stations. The effect of the CTZ dummy is the same as in
the results reported in Table 1 for the PTA regressions, but it
appears to have no significant effect upon average weekly quarter
hours. In addition, viewing 1s directly associated with county size.

All the results obtained in this detailed econometric investiga-
tion point to an association of television viewing with the number
of network stations available, but to no association between tele-
vision viewing and other commercial or noncommercial signals.
One might ask if this association is not as much a reflection of
causation running from viewing to the number of stations which
can coexist profitably as it is support for the theory that more net-
work stations lead to more television viewing.'* Such an interpre-
tation would be plausible if the estimation of (2) yielded
significantly positive coefficients for the independent-station
variables, for it is the independent stations which are at the
margin of profitability in most markets. Greenberg has reported
econometric results which demonstrate that fewer than 200,000
homes are required for a market to support three network affiliates

1% More fu:maﬂy, we might suggest that there exists a simultaneous equation
bias in the estimated coefficients of such variables as LNET and LIND because a
complete model should include two equations: one explaining viewer behavior and
one determining the size distribution of local stations. For reasons discussed below,
I doubt rhat such a simultaneous equation model is needed in this instance.
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comfortably.?® Nearly one-half of the markets in otir 207-market
sample are above this threshold; hence, it would seem most un-
likely that a few percentage points in various audience measures
would have much effect upon network station viability. Rather,
it seems that the causation runs the other way — from numbers of
network stations to viewing. Moreover, the results reported in
Table 2 are based upon individual county units, and it would
seem quite implausible to suggest that network affiliates’ viability
turns on the viewing habits within but a single county in their
markets.

The conclusion which must be drawn from the results reported
in this section is that the number of local network signals has a
significant, if small, impact upon total viewing. Independent
stations — offering mostly reruns of old network programming —
and noncommercial stations do not attract additional viewers to
their sets even though the latter offer distinctly different types of
programs from those appearing on the commercial stations. Either
the noncommercial station audience is drawn from those who
would watch network fare in the absence of other choices, or it 1s
so small as to have little effect upon total viewing data. As we
shall see, the latter explanation is probably the more persuasive.

2. The Value of Increased Viewing Options

Even if additional network signals do not create a major in-
crease in total television viewing, might the increased competition
not yield a more diverse program menu which viewers would
value? Without a price mechanism in commercial broadcasting,
it is difficult to estimate the value of alternative viewing options,
but fortunately the advent of cable television has provided us with
a valuable source of data for estimating consumer demand.

There are three major studies of the demand for cable tele-
vision services in the literature. Although these investigations
differ in a number of important respects, all utilize ordinary least

20 Edward Greenberg, “Television Station Profitability and FCC Regulatory Pol-
icy,” The Journal of Industrial Economics, July 1969, pp. 210-238. These eslim?t.ed
breakeven points may be high for two reasons: (i) recent data on station profitability
shows a trend toward fewer unprofitable UHF stations and (ii) there is a problem

of scparating amortization of capitalized monopoly rents from true social costs in
the accounting costs collected by the FCC.
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squares regression techniques to estimate the eftect of a propor-
tional increase in viewing signals upon subscriber demand. The
signal variables utilized in each of these studies are of a form
first suggested by McGowan and Peck *' in their pathbreaking
investigation

(3) X = ——

where C, is the number of signals of the ith type — primary net-
work, duplicate network, independent, or educational — offered
by the cable system, and L, is the number of analogous signals
available locally. Comanor and Mitchell #* utilized this form for
various reception levels, while Park #* constructed a similar set of
variables, employing UHF handicap and distance weights in con-
structing the L. In each of these studies, the network signals
provided the greatest impact upon total subscribers. For instance,
the elasticity of subscription rates with respect to X is equal to
0.93 for network signals in the Park study but only 0.09 for
educational or duplicate network signals. Independent signals do
not contribute significantly to subscriber penetration in either the
Park or the Comanor and Mitchell studies. In fact, the only form
of signal import which contributes to explaining the variance in
subscriber penetration in the latter investigation is that of primary
network affiliates.

McGowan and Peck do not report the mean values for their
variables, but they calculate the total and incremental consumer
surplus contributed by independent and network signals. This
set of calculations is reproduced as Table 3, but the reader is
cautioned that they derive from a highly restrictive Cobb-Douglas
utility model and require integration far outside the limits of the
observations utilized in the regression analysis.*!

21 John J. McGowan and Merton J. Peck, “Estimating Consumer’s Valuation of
Additional Television Programming from CATV Data,” ms., 1970, veprinted as Ap-
pendix A to Noll, Peck, and McGowan, fin. 10.

22 William S. Comanor and Bridger M, Mitchell, “Cable Television and the Im-
pact of Regulation,” The Bell Journal of Economics and Management Science, Spring
1971, pp. 151-212.

23 Rolla Edward Park, “Prospects for Cable in the 100 Largest Markets,” The Bell
Journgl of Economics and Management Science, Spring 1972, pp. 130-150.

24 The calculation of consumer surplus usually requires integration in a range of
price-quantity combinations which lie outside the range of actual observation. The
more serious problem is undoubtedly the a priori restriction placed upon the form

of the utility function. Attempts to fit other data to the McGowan and Peck demand
cquation have not been successful (see helow),
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Table 3. TOTAL AND MARGINAL SURPLUS PER HOUSEHOLD PER YEAR
FROM FREE TELEVISION — MC GOWAN AND PECK ESTIMATES

Number of Stations )\';tn'orlr Independent
Total Marginal Total Marginal
Surplus Surplus Surplus Surplus

$23%4 $2%4 $60 $60

2 365 131 96 36

3 156 91 121 24

1 525 68 140 19

9

581 56 156 16

Although there are a variety of statistical problems which each
of the existing studies have failed to overcome completely, each
points to the same conclusion: households are willing to pay much
more for increments to network signals than for any other service
offered by standard cable television systems.

In a more recent study conducted by this author,*® a sample of
228 systems was utilized in testing alternative forms of a cable
demand equation. The data for these systems were drawn from a
1971 questionnaire survey of 449 large systems. When the data
were fitted to demand equations of the types utilized in the three
earlier studies discussed above, versions of the Park model per-
formed far better than the Cobb-Douglas form utilized by Mc-
Gowan and Peck. Further analysis revealed that the value of suc-
cessive signal imports does not decline as rapidly as implied in
(3). Instead of ('()nstrai.ning the signal variables in this fashion,
therefore, a set of dummy variables, D, were utilized for each
possible cable signal/local signal configuration. The following
results were obtained in an ordinary least squares regression.

(1) log S/H = — 3.207 4 oD, — 0.717 lugP
(2.30) (3.59)
+ 0.336 log ¥ + 0.122 log AGE,
(2.27) (2.76)

where S/H is the proportion of households subscribing to the
cable system, P is the monthly subscription fee, ¥ is median
household income in the cable system’s principal community, and
AGE is the age of the system in months. The equation was esti-
mated over a sample of 136 systems operating in areas of ap-

25 R. W. Crandall, “The Efficiency of Local Franchising of Cable Television,” un-
published ms., M.LT., April 1974,
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parently good local signal reception. The figures in parentheses
re t-statistics for each estimated coefficient.26 The values of the a

werce.

a, = 0.372 if a third network signal was imported when two
(4.87) network signals were available locally.
a, = 0.482 if the second and third network signals were
(5.67) imported into a market with only one network
station.
a, = 0.613 if all three network signals were imported (and
(5.25) none were available locally).

The increment to a in (4) as a second and then a third signal is
imported declines from 0.13 to 0.11. Assuming that this decline
continues linearly with the addition of new networks, we might
assume that the value of « would be 0.683 if 4 network signals
were offered, 0.733 if 5 network stations were offered, and 0.763
in the presence of 6 network signals.”” 'We may insert these values
into (4) in order to obtain a demand equation for each level of
expanded service. The value of each level of service may then be
approximated by estimating the area under each demand curve
from S/H =0 to S/H = 1. Given the loglinear form of the
demand curve, however, such an integration would involve ex-
tremely large values of P as §/H becomes very small — values of P
far outside the limits of the sample used to estimate (4). There-
fore, we integrate the demand curve only between the limits of
S/H = 0.1 and S/H = 1. The expression for the value of each
level of service is thus assumed to be equal to:

Ps 0.1
(5) V f (S/H)AP + Pg g
I).\ H=1
where Pg,,. and Pg, ., represent the prices at which S/H
achieves the value of 0.1 and 1.0, respectively, for each demand
equation. S/H is equal to the antilog of (1) evaluated at mean
household income for the same ($9,300) and a system of age of

26 The luul(: are very similar to those for the entire 228-system sample. See the
ql|nmhx to R. W, (mmllll ftn. 25.
I'here are obvious difficulties mvolvul in extrapolating beyond the range of
¢ lmv\.\uous used in fitting (1), but it would be impossible to calculate the value
of a hypothetical network without such extrapolation,

s+ et < B
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one month. This yields a demand equation which is a function of
the D, values defined above:

6) S/H = exp(—.137 +aD) . P—™
Substituting (6) into (b) and integrating results in the following
expression for the value of per month each level of service:

 Tap-1s744p) . p=1Pum=o
e 0.283 Py g=y -

I_ e ___I Py

In Figure 1, the lightly shaded area represents V for three net-

}
$ 1
Price r/
A/
SN/
/
7% S/H =exp(0.476)- P 077
i
A
L.
2.20

77
{ Value of Three Networks

1.95 —A—/f«'»//-/lf—/«//y/f

/ /

0.1 ‘ 1.0
Subscriber Penetration (S/H)

Figure 1. THE VALUE PER HOUSEHOLD PER MONTH OF TWO DIFFERENT
LEVELS OF NETWORK SERVICE

works while the sum of the shaded and cross-hatched areas equals
the value of the fourth network per month. The difference be-
tween these two areas, or simply the cross-hatched space, repre-
sents the increment to value per household contributed by the
fourth network. The estimated values for a fourth, fifth, and
sixth network are reported in Table 4. These estimates are only
30 percent of the McGowan and Peck calculations presented in
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Table 3, but even these conservative estimates lead to a projected
value of nearly $1 billion for a fourth network,* certainly less
than the costs of providing such an increment through a rearrange-
ment of VHF allocations and the production of new programs.

Table 4. ESTIMATED VALUE PER HOUSEHOLD PER ANNUM
OF INCREMENTS TO A THREE-NETWORK, ZERO INDEPENDENT TELEVISION SYSTEM

7.‘61:;7/7:3‘7)7‘\2’11(!61‘1{ Total Talue Marginal Value to
Signals per Household Household of Signal
- s s
1 160.20 $14.76
5 171.96 11.76

6 179.16 7.20

3. A Suggested Formula for Creating a Fourth Network

The discussion of the preceding section suggests that the net
benefit to viewers of a fully competitive fourth network could ap-
proach $1 billion per year. How much would this addition to our
national television service require in annual operating costs?
At present, the three national networks share revenues of slightly
more than $1.5 billion per year, realizing less than 10 percent of
this in net profits. During prime time, revenues are approxi-
mately $900 million; total program outlays are between 60 and
65 percent of this amount. Affiliation payments require another
15 percent of revenues, administrative costs approximately 10
percent, and interconnection costs no more than 3 percent. Thus,
net margins are somewhere in the range of 10 to 15 percent in
prime time.*"

28 The estimate of consumer surplus obviously depends very much upon the spe-
cification of the demand function. In another paper (ftn. 25), I argue that two-stage
lcast squares is required to fit a demand function properly because local regulators
should encourage a bidding system for cable franchises in which the subscriber fee
is a function of prospective demand for the service, Estimation of such demand
and regulatory functions is not easy, however, given the difliculty in specifying a
regulatory equation which fits the data. Nevertheless, one attempt at doing so
results in two-stage least squares estimates of a demand function in which the price
elasticity of demand increases to —0.982. This more clastic demand function gen-
erates much lower estimates of consumer surplus. From this equation, the incre-
mental value of a fourth network may be calculated at only $7.08 per houschold per
year or less than $500 million per annum for all households. Nevertheless, even
this ultraconservative estimate of the value of another network exceeds the private
costs of operating a new network,

20 These data are derived from U.S. FCC, Broadcast Financial Data, 1972, and
Broadcast Advertisers Reports, Inc,, New York, 1978,
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The entry of a fourth network would lead to ah erosion in each
of the § existing networks audiences, and the renis earned by
performers would decline as a consequence. This decline would
not be proportional to the decline in revenues, however, if the
networks behave competitively in their bidding for talent. In
fact. we would expect a standard Cournot model of program out
lays to generate an increase in the share of revenues devoted to
programming from the 60-65 percent range to approximately 70
percent.”® Afiliation pavments would undoubtediv fall because
of the expanded number of stations whic!; would have to exist in
most markets to facilitate the survival of a fourth network. but
this decline would be minor.®® Whether administrative costs
could be reduced in the face of declining revenues is not clea
but obviously interconnection costs per dollar of revenue would
1 L)

Since a fourth network would add only marginally 10 to:a)
audience, it is a rather safe deduction that total network advertis
ing revenues would be very nearly the same as for a three-network
market. Annual revenues per network would decline from $500

million to approximately $375 miilion. Profit margins mizht fall
to less than 5 percent. given our above deductions, but it is dif-

ficult to know whether this would be sufficient to cover the cost
of capital without some measure of the capital investment re-
quired per dollar of sales. Since the cost of an average program
would fall bv over 20 percent, the investment in inventories of

future programs w uld decline correspondinglv. Nermwork broad-

%0 T his result is derived from a version of the standard Cournot model usilized =
. Crandall in “F.C C. Regulation, Monopsony, and Network Televison P-
gram Cosis,” The Bell Joumnal of Economics and Management Science. Autumn 1
pp. 483-508. Subsequently. Park adopted a ©vmilar model in “New Televicion Net
orks.” The Rand Compoeration, December 1975 (R-1408-MF) althnuzh »
that his model differs conceptually from its predecessor. Each model

1

b=

program expenditures will rise as a proportion of revenues as the numbe: net
works increase. This rise will be at the rate (N=1)/N increases, where N he

number of networks: therefore, an increase from 3 to 4 metworks should lead 1
increase of 125 percent in program outlays if revenues yemain unchanged

! Afhliation pavments represent the total compensation which networas mus
learance of their programs, but they mcude a Lage amount o
economic yent. Greenbergs resulis (see fin. 20) demonstrate the imporiatce W4 &
network affiliation in determining station profitability, a clear indicaton
tion pavments are considerably above the t»upmn;nil'y' cost of the tme relmaush
w affiliates, With the advent of a new network, the economic :ones gvallable for

niake to induce ¢

sharing with afhiliates would decline, as would the opportunity costs of loca! broad-

asting in the face of three netwmik afh

Hate rivals
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casting is little more than a brokerage operation and the total
required capital — other than film inventories — is rather small.
It is quite conceivable that profit margins in the area of 5 percent
would be sufficient in this leaner, more competitive world, but it
15 not possible to assert more than this.

If a fourth network were to survive under the above assump-
tions, it would have to be able to reach very nearly the same num-
ber of homes as its three rivals. Faced with the necessity of bidding
against these firms for programming, it could not offer lower
program payments to suppliers for equivalent fare. Nor is it likely
that it could find lower cost programs which would allow it to
generate sufficient audiences to compete.** But how can it hope
to reach as many homes as its three established rivals? The exist-
ing commercial television stations in the United States would
allow the new network access to only 21.6 million homes via VHF
stations and 17.2 million through UHF outlets.®® With only 60
percent of the nation able to receive its programs, a new network
would obviously be remanded to an early grave. Clearly, some
FOC action is required to provide the affiliated stations in mar-
kets with few outlets. Herewith is a suggestion.

It is imperative that the FCC consider new means for increas-
ing the number of commercial VHF stations in the nation’s
largest markets. The best option for doing so is to transfer public
broadcasting stations now in the VHF band to the UHF band if
there are fewer than four commercial VHF stations in the market.
This decision, combined with some minor shifting of the freed
VHF allocations, would increase the new network’s affiliation
possibilities via VHF to 36 million homes. Another 11.8 million
would be obtainable by UHF affiliations, creating a total exposure
to 47.8 million homes (see Table 5).

A second possibility is the use of some of the “VHF drop-ins”
suggested by the Office of Telecommunications Policy.* This

32 R, E. Park and 1 reach opposite conclusions on this matter. He argues (see
fin. 30) that a disadvantaged network will choose less expensive programs than its
vivals, but I argue that the rents of established talent would be the same to all
buvers. Thus, for instance, ABC has not programmed with cheaper fare in the face
of its affiliation disadvgntage, and the reason for this is quite simple: the rents paid
to talent reflect their ¢tllcu-minl ability to attract audiences in a given environment.
\BC must absorb the cost of its inferior status, not Harry Reasoner or Dick Cavett,

33 The reader should compare these calculations with those of Park in “New Tele-
vision Networks,” fin, 30,

LOMce of Telecommunications Policy, “Technical Analysis of VHF Television
) ing Frequency Criteria,” (Washington, D.C., October 1973),
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Table 5. POTENTIAL ALLOCATIONS FOR FOURTH NETWORK ,

Total Homes Reached by
Policy V'HF Affiliates UHF Affiliates All Affiliates

No change in FCC
policy — existing
independent stations
affiliate with new
network 21.640,000 17,156,000 38,796,000
2. All VHF educational
stations in markets with
fewer than 4 commercial
VHF stations are
transferred to UHF 35,995,000 11,848,000 47,838,000
3. OTP drop-in plan for
VHF is adopted — 2
continues for non-“drop-in”
markets 44,099,000 6,183,000 50,282,000

4. New network is issued
construction permits for
a UHF station in any
market with fewer than
4 commercial stations —
3 continues. New network
may also construct VHF
station wherever VHF
allocation is unused. 44,306,000 15,277,000 59,583,000

-

would increase VHF exposure to 44.1 million homes. Finally, the
new network could be permitted to construct and own UHF sta-
tions in all markets with fewer than four commercial stations
after the conversion of public stations and VHF drop-ins. The
total effect of these three simple changes in FCC policy would be
to allow the new network access to nearly 60 million homes, or
about the same as ABC at present. One-fourth of these homes
would be accessible only by UHF stations, but this handicap might
not be sufficient to render it noncompetitive.?> The three policy
changes deserve a try at least.

The thought of transferring noncommercial VHF assignments

35 Some of the UHF stations might encounter difficulties in covering their costs,
but those facing a majority of the new households attracted by the fourth network
would not. Approximately 9 million homes are to be accessed in this fashion, but
5.8 million of them would be in markets sufficiently large to support four network
affiliates, assuming that Greenberg's (ftn. 20) breakeven market size for three-station
markets is the appropriate criterion for a four-station market when there are four

networks, The purported unprofitability of independent UHF stations has fallen
markedly since Greenberg's article; thus, this may be a conservative judgment.
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to commercial broadcasters may seem a crass concession to com-
mercialism, but any acknowledgment of the principle of consumer
sovercignty certainly dictates such a shift. At present, the non-
commercial stations in the top 50 markets are able to attract a
mere 322,000 households during an average hour of prime time.
At the same time, the networks are attracting 25 million viewers,
or 8.3 million per network, more than 25 times the audience of
the noncommercial ventures.®® The shifting of noncommercial
stations to the UHF band might reduce their audiences by as much
as 25 to 30 percent, or less than 100,000 viewers. But a fourth
network would be worth nearly $1 billion to viewers. Even after
subtracting the additional resource costs devoted to programming
this fourth network, can anyone seriously believe that the public
broadcasting devotees, who would now be forced to find their
favorite noncommercial show on a dial without click stops, would
be willing to compensate the potential gainers from a fourth com-
mercial network? Some might argue that the lower costs of non-
commercial television offset its lower audiences, but at present
audience levels the typical prime-time noncommercial hour costs
between $100 and $200 per thousand homes viewing while a
commercial program hour requires less than $20.47 This disparity
cannot be a favorable reflection on resource allocation, especially
given the evidence that few would pay anything for the privilege
of watching noncommercial television as presently conceived. To
transfer its prized VHF stations to commercial broadcasting seems
only sensible.

4. Summary and Conclusions
)

Ever since Steiner’s seminal article ** on the potential misalloca-
tion which derives from “free” commercial broadcasting,
and regulators of radio and television have focused an enormous
amount of energy upon measuring diversity and seeking structural
means to increase it. The evidence in this paper suggests that if

students

ob
diversity is to have an economic meaning — an opportunity set
a )

4% American Research Bureau, Television Market Analysis, 1972,

4T Noll, Peck, and McGowan, ftn, 10, p. 224,

48 See Peter O, Steiner, “Program I'references and the Workability of Competition
in Radio Broadcasting,” Quarterly Journal of Econoniics, May 1952,
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confronting viewers which adds to their satisfaction as tht number
of options increases — diversity is best achieved by expanding the
number of commercial networks, not by trying to expand the
number of stations offering program fare which virtually no one
watches. This lesson is particularly important for a medium in
which the fixed costs of programming and distribution are very
large, requiring sizable audiences to amortize them efficiently.
Catering to extremely small audiences, whether through offering
highly specialized fare nationally or providing local programming,
is an extremely inefficient objective. Better that audiences hunger-
ing for French-language versions of Brecht plays or desiring the
most recent examples of Alvin Ailey’s choreography partake of
these pleasures in a theater than to view them on a television
channel whose opportunity cost is measured in terms of the loss of
a different variety of police-detective drama. The fact that viewers
may place a value of §1 billion per annum on a fourth commercial
network’s programming is strong evidence that greater choice
among motion pictures, sports, and television dramas is preferred
to more “‘cultural” fare. There is no evidence anywhere in the
literature that the type of programs broadcast by noncommercial
stations today is valued very highly by many people, nor is there
even any evidence that many households view such fare.*

There is very good evidence, however, that a reduction in net-
work programming actually reduces viewer welfare. In 1970, the
FCC reduced the number of hours of network programming dur-
ing prime time by 15 percent, requiring stations to seek their own
“first-run” programming during these hours.** The effect of this
requirement has been a flood of cheap game shows so lacking in
viewer appeal that a very large number of viewers have switched

39 This is not to say that noncommercial programs are without value to their
viewers, but merely to observe that their value is less than that of the potential
commercial programs they displace. Viewer contributions to noncommercial stations
are often cited as evidence that the programs which they offer are highly valued by
some houscholds, but these contributions defray less than 10 percent of the non-
commercial system's costs. Since others may view without contributing, it is impos-
sible to conclude that these contributions are an accurate measure of value to all
viewers. Nevertheless, there is no evidence that this total value approaches the
$1 billion suggested for a fourth commercial network.,

40 The eflects of the Prime Time Rule were anticipated in R. W. Crandall, “The
Lconomic Effect of Television-Network Program ‘Ownership,’ ™ The Journal of Law
and Economics, October 1971, pp. 385-412. For a full discussion of the rule’s effects,

see R, W, Crandall, “The F.C.C.s Prime Time Rule: An Assault on Monopoly
Conuol?” unpublished ms., M.LT., March 1971,
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to independent stations during this “access” period. Thus, the
Commission has created programming which many viewers take
to be inferior to the old network reruns offered by the independent
stations.

The FCC’s principal error in attacking network power through
this reduction of prime-time network programming lies in its
misconception concerning the economics of program production
and distribution. Quality programs are produced only when there
is a national market for them, and it is the network which pro-
vides this national market. If greater diversity and choice is de-
sired, it is imperative that the FCC examine policies which facil-
itate the entry of mew networks. Ome such policy has been
presented in section 3 above, but it is by no means the only
alternative. If the commission finds the proposal of shifting
prized noncommercial VHF stations to the UHF band particularly
distasteful, it could look to other methods of reassigning tele-
vision frequencies. It would be particularly unfortunate, how-
ever, if the political appeal of allowing these noncommercial
stations to operate on very valuable VHF frequencies were to
thwart the development of a fourth commercial network. It seems
very unlikely that the costs to the few hundred thousand noncom-
mercial viewers of learning to cope with their UHF tuners are as
great as the benefits of greater viewing choice to the 36 million
households watching network television during a typical hour of
prime time.

JAPANESE POLITICS OF ADVICE IN
COMPARATIVE PERSPECTIVE:
A Framework for Analysis and a Case Study

EHUD HARARI

Introduction

Among the various forms of outside advice used by governments
in democratic policies, public advisory bodies (P ABs) have under-
gone a notable proliferation in recent years. They vary in several
respects, such as in name (Royal Commissions, public commis-
sions, advisory councils, etc.), duration (ad hoc, intermittent, per-
manent), or size of membership (one individual, a group of five, a
White House conference of several hundred) — to mention only
a few.

Public advisory bodies are distinguished from other forms of
outside consultative groups by the following criteria: (1) They
are appointed by national or local administrations, in some cases
with, in other cases without, the authorization of their legislatures;
(2) their membership includes (either partly or exclusively) per-
sons from outside the government; (3) they are designed as pub-
lic advisory bodies by the instrument of their establishment; this
criterion excludes such outside sources as private consultants,
consulting firms, or research institutions; (4) the manner of their
establishment and their final reports (but not necessarily the con-
tent of their deliberations) are made public; this criterion ex-
cludes certain “task forces” such as those used by the Johnson ad-
ministration in the United States.?

Ostensibly PABs are formed to supplement the traditional in-
stitutions of policymaking with new perspectives on public issues
and new ideas. However, recent studies in several countries sug-
gest that PABs perform a variety of functions in addition to, or

The author wishes to thank Shimshon Zelniker, Yoel Migdal, Tadashi Hanami,
and anonymous reviewers for criticism of an earlier draft, and the Ford Foundation
for financial support (through the Isracl Foundations Trustees).

1 Norman C. Thomas and Harold L. Wolman, “Policy Formulation in the In-
stitutionalized Presidency: The Johnson Task Forces,” in Thomas E. Cronin and
Sanford D. Greenberg (eds.), The Presidential Advisory System (New York: Harper
& Row, 1969), pp. 124-143.
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"It's OUR money, dammit, let's make it work FOR us instead
of against us!"

That's the central idea in Citizen Money Organizations, as they
are now emerging in Chicago, Milwaukee, Minneapolis-St. Paul and several
other cities and counties around the country.

Early Example: On April 26, 1974, in Milwaukee, 80 leaders
and members of the West Side Action Coalition deposited individual and
parish savings accounts totaling $500,000 in two savings-and-loans. The
officers of those savings-and-loans signed contracts to turn those deposits
into mortgages for the red-lined West Side. The president of the SEL which
received §400,000 in deposits looked at the delegation and said, "I probably
shouldn't tell you this---but do you realize how powerful this can get if
you really organize it?" It took WAC four months to collect pledges to move
those savings accounts.

Early Example: In Minneapolis-St. Paul, four citizen organiza-
tions--The Greater Metropolitan Federation, South Minneapolis Coalition,
North East Community Organization, and Organization for a Better St. Paul--
spent from October, 1973 until January, 1974 collecting savings account
pledges totaling $2 million. That leverage resulted, on January 16, in an
agreement between the organizations and Midwest Federal Savings and Loan,
to make available the same percentage of mortgages as there were deposits
from the two cities, instead of investing city depositors' money in suburbs
and out of state. In 1973, Midwest Federal made 11% of its loans in the
Twin Cities. This year so far they've more than doubled that, to 25%.

The organizations collected that $2 million from 800 individual parties,
plus the Catholic Diocese, which moved $100,000 to Midwest Federal.

Early Example: In Chicago, the Citizens Action Program (CAP)
has collected pledges totaling $47 million, from individuals and churches,
to move savings accounts into savings-and-loans and banks which re-invest
back into the depositors' neighborhoods, for mortgages and home repair
loans. CAP calls this "greenlining'---the opposite of "red-lining," which
happens when mortgage makers draw a red line on a city map, around working
class and middle class neighborhoods, and say, 'No more mortgages there---
we'll take their deposits and invest them in the suburbs, or in Las Vegas,
or Orlando, or Phoenix." In June, 150 CAP members canvassed parts of
Chicago's Southwest side, collecting pledges to move deposits into mortgage
houses which returned monies back into the Southwest side. In one day,
those canvassers collected $11 million in pledges. Savings and loans which
a year ago refused to discuss their policies with their depositors are now
begging to negotiate. CAP is taking that program into almost every neighbor-
hood in Chicago.
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Citizen Money Organizations ((MO's) are plainly NOT what schools
of social work call "community organization.'" Nor are they ''street'" or "turf"
or "neighborhood' organization---that style was obsolete in the 60's.




The basic idea of Citizen Money Organization is to aim large
nunbers of small monies, to organize family and institutional monies into
collective instruments of real power. The way these monies are actually
organized is through a pledge card system, covering checking accounts,
savings deposits, insurance premiums, cash value life insurance loans, and
credit cards. That pledge card declares that my family, or our church,
fraternity or union, will move X dollars from one or more of those categories
into a financial institution which signs a contract agreeing to the policies
that citizens, through their (MO, have agreed are necessary.

The CMO then negotiates with the savings-and-loan, bank,
insurance company or retailer from a position of actual financial power.
These negotiations can cover a wide variety of issues.

Take, for example, citizen consumer issues, such as:

1. LAND. In the cities, working class and poor neighborhoods
are stripped of money when insurance companies, savings and loans, and
banks dis-invest, or '"red-line." Those financial institutions put that money,
not into the areas that need it, but into suburban and exurban sprawl--over-
developing areas that don't want it. This process becomes the engine which
fuels land speculation in downtowns, suburbs, and exurbs, driving people
from the cities into soon-to-be suburban slums and back into luxury apart-
ments on city land from which working class and poor were originally evicted.
(For excellent descriptions of this process see Cities Destroyed for Cash,
by Bryan Boyer, and, Mortgage On America, by Leonard Downie, Jr.) The
insurance premiums of poor, working and middle class families, when collected
in huge numbers and aimed by the insurance giants, are used to drive those
same families from area to area,all in the name of "safety'" or "security for
your loved ones.'" It's the biggest "sting" in America. But a (MO in a
metropolitan area that organizes $50 million to $200 million can say, 'Put
your money here, don't put your money there; or, put it there for only
certain types of developments."

2. FOOD PRICES. The big profits here are in agribusiness--
the huge producing, processing and marketing combines--and the banks and
institutional investors which speculate in commodity prices. (MO's in the
commodities exchange areas---Chicago, New York, Minneapolis, Kansas City,
for example---could regulate rampant food speculation much more effectively
than the government regulators who are only fronts for the speculators.
(MO's could ask commercial banks to disclose what food chains, or food
processors and producers they invest in. Or (MO's could ask food chains to
disclose how much they spend on advertising, which is tax-free. Food is
energy, it is a crucial public commodity. Its ownership and profit patterns
must be flushed into the public arena, where customers, using millions of
dollars in negotiations with the financial heart of the industry, can enter
the center of the decision-making process. This strategy, not sporadic
boycotts, is the way to change power and profits in the food industry. The
same idea applies to' energy companies and utilities.

3. APPLIANCE QUALITY. Standards of quality for everything
ranging from TV's to automobiles (including gasoline mileage) are pitiful,
and are an incessant source of everyday irritation. C(MO's with major money
power can deal with the directors of major retailers, by aiming thousands
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of credit cards, or by dealing directly with the banks that finance
retailing or auto. In this area, the new federal Consumer Product
‘Safety Commission will never have the power to carry out drastic
changes in product quality without the allied clout of huge amounts
of -organized citizen money.

4, COST AND NATURE OF HEALTH CARE. Instead of ineffective
moaning about astronomical profits in the ethical drug industry, or in
medical equipment, CMO's can negotiate directly with the institutional
financiers of the ethical drug companies and the medical equipment
industry. Once in the real arena of health-cost decision-making, citizen
health consumers, on an organized basis, can raise long-term questions
about the over-professionalism, impersonalization and over-specialization
of health care, which disturbs both consumers and thoughtful practicioners.

5. QUALITY OF ELECTRONIC MEDIA. Anyone in media knows that
the purpose of radio and TV is to sell products. Information about how to
cope with economic, political and social reality in the world of the 1970's
and 1980's is far down, if not at the bottom, of the priority list of both
. local broadcasters and the networks. The real centers of decision-making
- in the electronic media are in the major advertisers, who use the brokers
of the advertising agencies to meet the right media executives. Instead
of calling the station to object to a program or an opinion, or instead of
staging "events' just to attract media attention, Citizen Money Organiza-
| tions can negotiate from strength with the advertisers to change the
. quality and values of mass media presentations. This is one way to avoid
, unnecessary government regulation in the ‘area of free speech, yet give
interests other than the major advertisers fundamental input into mass
media. CMO dollars, not just advertising dollars, can walk into the
broadcasting board rooms.

Or take citizen municipal issues, such as city services,
mass clearance for unneeded expressways, "urban removal" of working class
and poor neighborhoods, quality schools, public health, ineffective
criminal judges and district attorneys, or discriminatory property taxes.

Instead of going through the game of "citizen participation"
or "hearings''---a game set up to exhaust citizen efforts and divert them
from the real sources of municipal power---Citizen Money Organizations can
meet directly with the directors of the banks and insurance companies who
make the real money off those public decisions, and who, by financing the
political campaigns and the ongoing bribes for politicians, really run our
cities, counties and states.

After extensive internal education on an issue, the members
of the MO can instruct their leadership to meet with the key local banks
and insurance companies, to say: 'We have $100 million. We'll move that
$100 million into the bank(s), or place our insurance premiums with the
insurance companies, that ally with us to stop that expressway and fight
for mass transit expansion.'" Or break the bureaucratic nightmares that
stifle good teaching in the city public schools. Or force criminal court
judges, DA's and criminal defense lawyers to end the tax-financed madness
of our current criminal injustice system.




SOME KEY ELEMENTS OF FIGHTING CITIZEN MUNICIPAL ISSUES:

1. Banks and insurance companies buy the municipal bonds
which fundamentally finance out-of-whack local government bureaucracies
and public works projects. (MO's can meet institutional bond-holders in
their board rooms if (MO's are capable of moving $100 million or more in
deposits or insurance premiums. The terms of the bond covenants are the
REAL statements of operating public policies and public works. Citizens
must have the money power to sit at the tables where those bond covenants
are drawn up, and to speak with results at those tables.

2. Insurance companies get hundreds of millions of dollars
in premiums for public properties. Do they re-invest those tax-paid
premiums back into the cities, in mortgages for working class and middle
class and poor families who want to stay? Or do they invest in new forms
of industry which could make Long Island, or Brooklyn, or St. Louis, or
Paterson, or Gary economically hopeful? No. ‘They use those premiums to
destroy the cities, by investing in suburban shopping centers, which
attract slurb housing, most of which will be slums in ten years. Or,
they invest in trans-national corporations which destroy American jobs
by setting up sweatshops in Taiwan, or Korea, or Singapore.

3. Who are the local insurance brokers who collect those
tax-paid premiums which the major carriers invest elsewhere? The key
local politicians. In New York or Chicago, what local insurance broker
do you have to use if you want to open a restaurant or bar or parking lot?
Your friendly ward committeeman or clubhouse chaimman, or county chairman.
Insurance premiums are a prime driving force in local and state government.
(M0's, by aiming millions of dollars in premiums and cash-value life
insurance policies, can force the major insurance carriers to tell their
local and state brokers/politicians to vote for the interests of the
organized policy holders.

4. Local and state units of government place huge amounts
of tax receipts in checking and savings accounts in local commercial
banks. With rare exceptions, mayors or school board presidents or
state treasurers or governors never demand that those tax dollars be
re-directed back into red-lined neighborhoods, or into new job develop-
ment, or into leveraging energy companies, or food companies, or utilities,
into changing their policies to benefit the taxpayers and consumers who
originate those dollars. Local commercial banks take municipal cash held in
checking accounts, do not pay the local unit of government for the use of
that money, and invest it in high-profit short-term paper, or loan it out
to other banks (so-called '"federal funds')---without any disclosure or
accountability to the taxpayers. (MO's, with their money power, can go to
the heart of local politics, which is the relationship between elected
politicians and the financial institutions, discover what is actually going
on, and wield a surgical knife sharp enough to lance the local boils. (MO's
can demand disclosure, accountability and changed policy, and get results,
not the run-around.

5. As for electoral politics, most American voters are just
turned off. MO's can transform the game of electoral politics, at local,
state and eventually national levels, by following the advice of Secretary
of Agriculture Earl Butz on how to influence the vote of Congressmen:




"Find the Congressman's financial angel. That is the way I worked to
beat a bill raising price supports 25%. I called up one chap and started
to explain the bill. He said, 'Hell, don't bother. I'll just tell the
Congressman I don't want it.' He did and that was it." (How many angels
can dance on the head of a politician?) MO's can deal directly with the
angels. Why run around in limbo?

6. A final example of (MO strategy on citizen municipal
issues applies to local property taxes. In city after city, suburb after
suburb, industrial and commercial properties are assessed at far less a
percentage of market value than homes and small apartment buildings. This
is the result, pure and simple, of money clout with the local assessor.
Many homeowners, caught in the vise of needed new public services and
inflation, are at their taxing limit. What can organized citizens do to
a local assessor who is on the take from the local Real Estate Board, or
the local Manufacturers Association, aside from trying (usually unsuccess-
fully) to defeat him at the polls? Expose him in the media? Usually he
can just ride that out.

Instead of being confined to traditional protest tactics
against an assessor and his cronies who cheat on their property taxes, a
(MO, with its focused dollars, can speak quietly but effectively to the
holder of the mortgage on the under-assessed property. Especially if the
mortgage holder is a bank or an insurance company. Or if a bank or
insurance company holds bonds or stock in a company whose property is
underassessed, or issues loans to that company, (MO leaders can demand
that the bank or insurance company (or both) tell the company's manage-

ment to pay their full share of local property taxes. This strategy can
be extremely useful in the suburbs, where the major shopping centers are
usually underassessed badly, denying essential revenues to local schools,
recreation facilities, transportation, etc.

In any of these issue areas, citizens must have actual
power, not the appearance of power. In other words, they must have money
leverage.

Where there are skilled organizers and trained leaders,
the process of building (MO power would look like this:

1. Large educational meetings, where citizens/consumers/
depositors/policy holders/credit card holders, in a process of action,
reflection and study, identify their financial targets and set priorities.

2. Sign up thousands of families, and hundreds of churches,
fraternities and unions, to move their monies into the institutions which
change their policies to meet the demands of the CMO, as the CMO members
develop and vote on those demands.

3. Once the CMO has collected pledge cards worth (depending
on the size of the city or county) $50 million, or $100 million or more,
negotiate with the financial institutions which can actually change the
situation.




4. 1If the financial institution(s) agree to the (MO
demands, then the (MO leadership encourages the members, individually
and institutionally, to move their money into those banks, S§L's, or
insurance companies. Conversely, if money can be moved into certain
institutions, it can be moved out of others, which do not respond to
the policy requirements of organized citizens. What can be given---
deposits or premiums---can be taken away. The key fact here is that
when I deposit one dollar in a bank, the bank can loan out 6 or 7

dollars. Conversely, when I take my dollar elsewhere, the bank loses
6 or 7 dollars in loan capacity.

(But this is not the creation of a 'run' on any financial
institution. It is a positive marketing strategy, to invest in financial
institutions which sign contracts with organized depositors/policy holders
to invest money where it will benefit those people. It is depositors/
policy holders holding out incentives to attract institutional investment.
Viewed historically, this is simply a re-enactment of what happened in
many early cthnic neighborhoods as leaders gathered together savings
from their frugal neighbors and organized early savings-and-loans. Only
now, with CMO's, it is being done on a metropolitan or.county-wide basis,
much larger than a single neighborhood. From another point of view, if
banks can advertise appliances and other goodies to attract depositors,
why can't depositors, in a thoughtful, organized way, advertise so that

banks and insurance companies and savings-and-loans have to bid for their
money? What could be more American?)

Another aspect of the strategy involves pension funds.
Unions and churches have immense amounts of their pension funds invested
in oil and utility and food companies through bank trust departments, yet
in their current lack of organization, those organizations are permitting
their members' monies to be used by the largest banks to drive fuel, utility
and food prices so high that their members' pensions will have no value at
all in a few years. The weekly contribution to his pension fund by the
worker, or teacher, or clergyman, is being used to bankrupt him.

There are three leverage points on banks: Moving deposits,
demanding a genuine voice in how the pension fund is invested, and buying
and selling bank stock.

There are two leverage points on insurance companies:
Collective use of premiums, and collective use of cash value life insurance
loans.

Citizen Money Organizations don't have much direct access to
large pension funds, but they can move deposits, buy and sell bank stock,
and use both insurance premiums and policy loans. Or they can aim credit
cards to leverage retailers.

Progressive unions have the same weapons, but they also have
tremendous potential leverage in the use of the pension funds. Public
employee unions, if they would fight for control of their funds, could
influence funds totaling $65 billion now, going up to $130 biliion by 1980.
In pension funds on the private sector side, there are non-insured assets of




$107 billion, insured assets of $45 billion; that will also double by
1980. * What good is so-called union democracy if the members have no
real voice in how that amount of money---their money---is invested?
They can prevent it being used against themselves.

The CMO, or ''greenlining' strategy is being used in a
number of cities now. It is working. It will continue to work. It
is a major new citizen strategy.

Calculate the figures. Take a metropolitan area of
three-fourths of a million people. Break that into 250,000 family units.
Figure that you can organize 10% of those family units, in other words,
25,000 families. Estimate that the average amount of money that can be
moved in each family unit, including checking accounts, savings deposits,
insurance premiums and Qo]icies and credit cards, is--conservatively--
$2,000. That comes to $50 million. Add 500 institutions across that
metropolitan area, moving a very conservative $5,000 apiece. That comes
to a combined total of §52,500,000.

Or on insurance: Figure 1,000 families in a parish with
each family spending a conservative $500 a year in insurance premiums.
Organize that along with 49 other parishes. That means that those 50
parishes have $25 million in insurance premiums to negotiate with.

Add to that the municipal monies in the local city councils,
county boards, school districts, sewer districts, mosquito abatement
districts, and so on.

To leverage this kind of money in the real arenas of
power means organization---not movement. It requires highly skilled
organizers and trained leaders, and its constituency is not the children
of the affluent, but the heads of households of working families--poor,
blue collar and white collar. It must include church institutions,
fraternities and unions, neighborhood groups and taxpayer groups.

To get representation inside a Citizens Money Organization,
a church, fraternity, neighborhood organization, union, or taxpayers
group buys a seat in the Leadership Committee by paying, let's say, $500
a year dues. So for $500, that group can share in leveraging $50 million
or $200 million or more depending upon the size of the population base that
can be organized.

"Greenlining is a citizen strategy that can be applied to
any issue. Like any strategy it can be used for good or evil depending
on the values and objectives of those who wield it.

Citizen Money Organizations offer a new technology of power
to citizens so that in the battle for redistribution of wealth, accounta-
bility of our economic and political institutions, decentralized decisions
which are closer to the centers of citizen power, citizens can fight, not
with the shotgun protests of the 1960's, but with laser beams--with weapons
that hit what they are supposed to hit, with an impact that wins.




Why is this important?

Citizen consumers in every income, ethnic and political
category in the country are now cynical to the marrow over the poison
that has been released for all to see in the political parties, and in
the purchase of both parties by bankers, insurance and manufacturing
executives, and business union officials.

Any thoughtful citizen knows there is a Watergate in
every city and county hall, every board of education and sewer district,
in every governor's house and state legislature.

The result is a massive sense of helplessness, about both
that rottenness and the daily bombardment of rising prices. Low voter
turnouts simply reflect a huge "turnoff." That feeling is compounded
because, as citizen consumers cast around for solutions, they know that
the traditional methods of protest will not work.

On citizen municipal issues, citizens know that traditional
tactics such as large protest meetings, picket lines, or even changing
elected officials, don't pay off with consistency and finality. After
long fights on these issues, citizens are still left mostly with the feeling
that the REAL decision is not made in city hall, but somewhere else by
someone behind the elected politicians; and that there may be temporary
victories, but the big economic interests are only outwaiting, silently,
the protesters. The politics of protest comes to feel like an empty charade,
where citizens stretch out their hopes, then pour their energy into fighting---
only to be in the wrong arena. The best recent documentary of this is The
Power Broker, Robert Caro's book about Robert Moses, where countless citizen
groups go up against the mayors of New York, who lie to them, or stall them,
or otherwise con them, while the real decisions are made by a cluster,
orchestrated by Moses, of bankers, insurance men, engineers, contractors
and union leaders who remain out of sight, and who, getting rich, line the
pockets of the politicians who front for them by 'hearing' the citizen
protest groups into exhaustion and defeat.

Citizens feel the same about consumer issues. In these areas,
citizen consumers know that they have no real leverage over the immense
concentrations of control in key centers of banking, insurance, manufacturing
and media.. They also know that politicians and "regulators' are bought and
sold with daily regularity by these interests---that most state and federal
politicians are in debt to or have investments in banking or insurance or
manufacturing or media.

There is disillusion across the country, not just among the
poor, but also throughout the middle and lower middle class groups, white,
black, Latin and Indian, both about the ability of the current system to
solve these problems, and about the protest tactics of the 1960's. Every-
one knows that those tactics did not go to the jugular, did not prevent
runaway banks, insurance investors, manufacturers and their captive "regulators"
and politicians from concentrating control and making decisions, vital to the
public well-being, for their own profit and power. And only the most naive,
or the dependent, have any belief left that electing ''the good guys" will
change that concentration of control. The basic feeling is, "I could
elect St. Francis of Assisi to the White House, or Congress, or the Governor's




house, and he'd sell me out tomorrow morning.'' Why? Because the seduction
of "good" politicians into '"The Club" starts very early, is very skillfully
planned by those with money power, and in almost all cases works.

James Madison warned us about runaway factions, or interest
groups, in "Federalist Paper Number Ten." He saw clearly that there
would always be interest groups, that some would always strive for complete
dominance of the society, and that government's job was to regulate the
continual jockeying among them so that dominance would not occur.

Today, the problem is that a few factions---the key American
families who own the major banks, the largest insurance, manufacturing and
media companies, and their captive business unions and politicians---dominate
the economic and political system's decision process to such an extreme
degree that the vast body of American citizen consumers are complete victims,
without centers of genuine power in either the economic or political arenas.
Citizens and consumers, in short, have few factions to speak of, few
organizations with enough power to defend their own interests and fight
offectively for solutions that benefit them. The key American clans and
their economic allies own government at all levels across the country.
Government has become what Madison warned against--not the regulator, but
a captive.

As a result, public policies appear--and are in fact--both
arbitrary and irrational to the middle of the country, that is, to 85% of
the population. If you have no input into decisions, or discover that
your supposedly genuine input was ersatz all along (hearings and elections),
then you have no choice but to conclude that those decisions are arbitrary,
made for the sole benefit of those with real power, and jirrational in that
they make no sense for your interest: they work against you and your family.

As Madison saw clearly, when one faction or a small group of
factions doninates a society so wholly that the other factions have no
instruments of accountability and influence, chaos and violence are the
result. Cynicism becomes the basic value, the ground for dictatorship and
fascism.

Currently, electoral politics is only the appearance of
democracy. The critical decisions are, in fact, economic, and are in fact
made by a small group of institutional investors. The only way that citizen
consumers can operate in the real world of American decisions is through
Citizen Money Organizations, which leverage, in a sophisticated yet demo-
cratic way, those institutional investors.

This strategy does not require hysterical outpourings of
protest. Large groups of democratically-elected QMO leaders can meet
quietly with key bankers and insurance executives in board rooms, where
money is leverage and does the loud talking.

Nor neced it be an opportunity for corrupt leaders to rip off
nembers' money, as is the case in many fat-cat unions. (M0's can insist
that no one but the individual member can move his money oOr decide about
his insurance premium or policy loan. If that control is kept with the
individual member, then all major decisions must be submitted to the

democratic process within the organization.
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A major long-range goal of this strategy could be a Citizens'
Reserve Board, composed of elected representatives from the large Citizen
Money Organizations and progressive unions, to extend the CMO strategy into
increasingly central arenas of economic decision-making. In that event, the
Citizens' Reserve Board might have the power to negotiate with the Federal
Reserve Board---one representing large organizations of citizen consumers,
the other representing large institutional bankers. In that kind of nego-
tiating, new policies in almost every area of American domestic and over-
seas life could emerge, with genuine, as opposed to sham, input from the
ordinary citizen.

After all, if Madison was accurate, the essence of a demo-
cratic republic is a large number of factions capable of holding each other
accountable, through the actual, not mythological, regulatory function of
representative government. Not empty protest, but real leverage, real
power.

Citizen Money Organizations, by exercising citizen--consumer
money power, could create a new mix of factions and therefore a democratic
process relevant to the real America of the 70's and 80's.

Citizen Money Organizations must be the citizen power organiza-
tions of the future. They are the instruments through which citizens can
learn that power is necessary to get anything done, and the key power is
money aimed by organized people.

This paper may not be reproduced in whole or in part, by mimcograph or any
other means, without permission. For information address: Industrial Areas
Foundation, 528 N. Michigan Ave., Chicago, T11. 60611.




GREENLINING PLEDGE CAMPAIGN

Inventory Sheet

pledges to place our savings,

(the name of your group, fraternity, institution, union or church)

_deposits, and premiums only in banks, savings and loans, and insurance companies which reinvest their assets and
establish policies for our neighborhoods, communities, and churches which benefit our families, our congregations
and parishes, and communities. The decisions about where the monies will be placed will be made democratically
in the Citizen Money Organization.

NAME TELEPHONE

ADDRESS CITY ZIP

*These figures are released publicly only
Banks or S§L's where you have money: with your permission.

Amounts to be placed

. " "o n

n n 1 "

Insurance companies:

Yearly premiums

" "

Retirement or Pension Funds:

Yearly payments

" Others: Any comments

YOUR SIGNATURE Date

NOTIFY ME OF ALL GREENLINING STRATEGY SESSICNS
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The Red Lion case: A landmark court decision...Demo-
cratic dirty tricks... Government as editor of last resort.

By Fred W, Z:cadly

At 1:12 P.M. on the aflernoon of Nov. 25, 1964,
Bob Barry, the annouscor <o duty at radio station
WGCB, Red Lion, Pa, i 1 a tape madc in the
Tulsa, Okla., studio < Christian Crusade. At
1:14, he began readin; = orcial for Mailman's
Department Store, 5ii:v sveonds later, he gave
station identification, »:...7.! the “start” button on
Tape Recorder 1 ana .uitod e level of the audio
pot just in time for e cpening fanfare of
“The Battle Hym:: of {ne Repeblics” The Rev. Billy
James Hargis was o (2 air in Red Lion, York,
Spry and Dallastown.

The Rev. Mr. Hargis, in a stinging personal at-
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tack, lashed out at Fred J. Cook, an investigative
reporter who in his own crusades had taken aim on
a wide range of targets, from Richard M. Nixon to
J. Edgar Hoover, from the C.I.A. to the F.B.l. His
most recent book had heen a highly critical biog-
raphy of Barry Goldwater, published during the
conservative Senator's unsuccessful race for the
Presidency.

In 1964, Hargis had believed that the election of
Barry Goldwater was essential “to the survival of a
free America” and he was outraged by Cook for
writing the book “Barry Goldwater: Extremist of
the Right” as well as an article, “Hate Clubs of the
Air,” which appeared in The Nation and classi-
fied Hargis as a bigot. Hargis attacked Fred Cook
as “a professional mudslinger,” accused him of dis-

honesty, of falsifying stories and of defending Alger
Hiss. The Hargis attack lasted less than two min-
utes, and the air time it filled cost $7.50.

The voice of Billy James Hargis was familiar to
the people who listened to WGCB, which offered a
rich diet of conservative, anti-Communist opinion
derived from the evangelical vision of “the infalli-
ble word of God.” There are hundreds of stations

Fred W. Friendly is Edward R, Murrow Professor
of Journalism at the Columbia Graduale School of
Journalism and an adviser at the Ford Founda-
tion. This _article is adapted from - his bock
about the fairness doctrine to be published by
Random House. -
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hke it lhrougvhout America, many of them clustered
in the Bible belts of Pennsylvania, Texas and Okla-
homa. -

If that day's llargis broadcast seemed routine,
however, it also turned out to be an elm.t i
larger story of politics and communications o
For it would gcenerate a key Ik"':l dispute over
the fairness doctrine—the idea that the Govern-
ment has the right to order a broadcaster to grant
reply time to ‘a person or group that claims to
have suffered from a broadcast over the public
airwaves,

This article began w:th research for a textbook

. on the history of the fairness doctrine, and the
Hargis broadcast was a logical point of focus. For
Mr, Hargis's attack upon Fred Cook would cauce
Cook to demand reply time of WGCB, and the
resulting legal case would end in a Supreme Court
decision directing the Red Lion station to grant
'Cook’s request. The decision weould stand as a
commanding precedent fortifying the Government's
position in subsequent fairness-doctrine cases, and
the name “Red Lion” would come to stand for ti.e
power of Government to intervene directly in the
content of broadcast programing on fairness grounds.

Before long, however, the historical research turned
into an exercise in investigative reporting. For
it became clear that' the basically well intentioned
concept of the fairness doctrine has on occasion
been perverted——used for political purposes. Fred
Cook, it turns out, did not bring his action againsi
WGCB simply as an offended private citizen; instezd
his actions grew out of a politically motivated cam-
paign to use the fairness doctrine to harass sta-
tions airing right-wing commentary, an effort in-
spired and managed by the White House and the
Democratic National Commitiee and financed in
large measure with political contributions,

The facts of that effort are startling enough in
themselves after the Watergate story, with its
generally accepted assumption that dirty tricks
in the Nixon White House were unique. But
the story of the fairness-doctrine effort during the
1964 campaign aiso illuminates—with striking

 irony — the subtle and fascinating interplay of
power politics and regulatory policy. In the Red
Lion case, for example, many of the agency bureau-
crats, Government lawyers and judges tended to
dismiss the broadcasters’ claim that freedom of

coim ot @Xpression might be *‘chilled” by court decisions

extending Federal regulatory control over the con-
tent of radio and television programs—Ilittle real-
izing that at the time, they were granting implicit
legal sanction to an unsavory project of polmcal
censorship by the Democrats,

Furthermore, this sanction, unwittingly ratified
by ‘the highest court in the land, would later em-
bolden the Nixon Administration in its attempis
to lean on broadcasters unfriendly to the President

- The Red Lion precedent has been cited most
recently in a case brought by a Nixon-Agnew cra
broadcasting watchdog group in response to a
1972 NBC documentary about corporate pension

« plans. That case was decided in favor of the net-
work only this month in the Court of Appeais
for the District of Columbia, but an appeal to the
Supreme Court is planned. It focuses the First
Amendment aspects of fairness-doctrine policy even
more shalplv than did the Red Lion case, Tor n
Red Lien the issuc was relatively limitad—tl 4
of an individual to gain Government- ord(rvd repi
time if he has been attacked by an irresponsiil
commentator, But in the pensions case, the issoe
is broad——the right of an interest group to pgan
Government-ordered satisfaction if it doesn't agroe
with the editing and internretation of the f
by professional journalists.

As a peneral concept, the fairvess dml::' .
arose from the fact that more peopls wi
to broadcast over the airwaves = a  puid




source — than the electromagnetic  spec-
um could accommedate, Its outlines were formal
 in a 1949 F.C.C. report, which directed
oadeast licensees to operate in the public in-
rest (i) by devoting a reasonable amount of
e to the coverage of controversial issues of
tblic importance, and (2) to do so fairly by af-
prding a reasonable opportunity for contrasting
ewpoints to be voiced on these issues.
S0 stated, the doctrine seems innocuous, yet the
cond provision, the part usually enforced, man-
ites that the Government should have some power
influence the content of broadcasting. A station’s
frness record has come to be considered a factor
the F.C.C's decision to renew its license, al-
ough only once, in the case of the flagrantly
cist WLBT in Jackson, Miss., did a television sta-
n lose its license to operate on fairness-doctrine
ounds, Even in that case the F.C.C, acted reluc-
ntly only after Judge Warren Burger and his col-
prues on the Court of Appeals ordered it not to
new WLBT's license. More common was the ap-
ication of the personal-attack provision, under
ich a person who felt his character had been
alizned over the air could apply to the offending
ption for free time to respond. (It is important
pt to confuse the fairness doctrine, which applies
news and public affairs programing and has to
with content, with the concept of equal time, a

--J . i
-:he Red Lion broadcast

emed routine, but it

as part of a larger tale of
itical mischief under

ennedy and Johnson.

. T T

thematical formula for apportioning air time
eng candidates during political campaigns.)
t was in 1963 that the doctrine began to change
m a vague public-interest policy to an instru-
nt of politics and inhibition. That year, President
nnedy worried that one of the noblest goals of
Administration—the nuclear test-ban . treaty
h the Soviet Union—was being jeopacdized by

ht-wing commentators who denounced the treaty
1

' -1

arrusd against its ratificatinn, s pells
"L .s monitored stations nrosdcusting such
mentary and then prompted test-ban treaty advo-
€5 to demand time to state their side of the
e, citing the fairness doctrine in their letters to
stations involved. The campaign resulted in a
matic number of broadcasts favoring the treaty
areas of the country where such views might not
rwise have been heard. The White House be-
pbed this political use of the fairness doctrine
i made an important contribution to the eventual
ate vote to ratify.

n 1963, Kennedy and the Democratic National
nuittee believed that the Republicans might
ninate Goldwater and that the right-wing radio
acntators who supported him could damage
President's chances for re-election: they decided
see if the fairness doctrine could again be used,

time for partisan political purposes, (It is
ortant to remember, in light of the following,

how ominous the thunder on the right seemed in
those days. Duricg this period 1 was an executive
of CBS News: we did some appgressive reporting
about the infiuence of right-wing extremists d
incurred the wrath of many, and of Senator Ce.d-
water, who for a period during the 1964 campaign
refused to appear on CBS news programs.) The
result was a campaign that continued under
Lyndon Johnson through the 1964 election year;
in the process, events were set in motion that
would lead to the Supreme Court's decision in
the Red Lion case.

On Oct. 12, 1963, one of President Kennedy's
chief political assistants, Kenneth O'Donnell, in-
vited Wayne Phillips, a skilled publicist who had
helped run several Administration conferences on
urban problems, to the White House. Phillips, a
former New York Times reporter and part-time
faculty member of the Columbia School of Journal-
ism, was then an assistant to the director of the
Housing and Home Finance Agency, At a meeting
in the Fish Room, O'Donnell instructed Phillips
to see if the fairness doctrine “could be used to
provide support for the President's programs.”
Phillips in tum hired Wesley McCune, who made

a business of keeping an eye on right-wing groups, )

to monitor the radio right. Since now there was

no focused debate, as there had been over the -

test-ban treaty, the idea was simply to harass
the radio stations by getting officials and organiza-
tions that had been attacked by extremist radio
commentators to request reply time, citing the
fairness doctrine. All told, Phillips recalls, this
effort resulted in over 500 radio replies.

In the midsummer of 1964, with Goldwater the
Republican nominee, the Democrats decided to
expand the fairness-doctrine effort. Phillips, now
an executive of the Democratic National Committee,
retained the public relations firm of Ruder & Finn,
which set about organizing a bipartisan front organi-
zation, The National Council for Civic Responsibility,
Arthur Larson, a prominent liberal Eisenhower Re-
publican and once head of the United States Infor-
mation Agency, was recruited to lead the blue-
ribbon panel whose members shared serious concecni
over the growth of the John Birch Society and other
elements of right-wing extremism.

Larson would deny in public that the organiza-
tion of the group had anything to do with the
Presidential campaign, and funds for the council
were solicited through newsnaper advertisements
signed by a wide range of ii¢ most raespected
moderate and liberal intellectuals in the country.
Yet more than haif of the money Larson set as his
fund-raising goal came from major Democratic
party contributors at the direction of the Demo-
cratic National Committee. Furthermore, the Demo-
crats sovght to encourage—and to camouflage—
these big party contributions by linking the council
ta the Public Atmairs Institute, a tac.exampt “eitie

43 B0 Vg SRt U (A Uk oen {ended in 1948 by

Tl un & 1n name ounly for

rs, but nad exist

James H. Rowe, a Washington lawyer and

adviser to Presidents from Roosevelt to Johnson, .

called his old friend Dewey Anderson, executive
director of the moribund institute, and learned
that its tax-exempt status was still in effect. Ander-
son, then 67, recalls being escorted by Rowe
through a side door of the Democratic National
Committee offices to meet National Chairman John
Bailey and Treasurer Dick Maguire. Anderson
remembers being told by Rowe and Bailey, “We got
the money and you got the tax exemption and we
need vou to fight these right-wing radio extremists.”
Anderson, happy to be summoned from retirement,
agreed to join the campaign. So the National Com-
mitteg”for Civic Responsibility became the National
Committee for Civic Responsibility of the Public
Alfairs Institute with_initial (Continued on Page 37)
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Continued from Page 12

funding of $25,000, directly
from the Democratic National
Committee.

The committee used the
money raised—estimated at
$200,000 — to amplify the ef-
fort begun by Phillips and
McCune. It produced and
sponsored broadcasts to coun-
ter right-wing extremism, and
it printed and distributed
literature exposing the John
Birch Society and other ex-
tremist groups. The radio
shows, as shrill as those they
were designed to counter,
were called “Spotlight” and
were narrated by cormmenta-
tor William Dennis, the made-
up name for an actor em-
ployed by Ruder & Finn.

‘After the election, Phillips
wrote in an evaluation report
that the monitoring campaign
had “resulted in over 1,700
free radio broadcasts,” and
that ‘‘even more important
than the free radio time, how-
ever, was the effectiveness of
this operation in inhibiting
the political activity of these
right-wing broadcasts.”

Most of those who were in-
volved in this combined White
House-Democratic ~ National
Committee-Ruder & Finn ef-
fort and who will talk about
it today are not proud to re-
call their participation. “Our
massive strategy was to use
the fairness doctrine to chal-
lénge and harass the right-
wing broadcasters and hope
that the challenges would be
so costly to them that they
would be inhibited, and decide
it was too expensive to con-
tinue,” says Bill Ruder, who
had been an Assistant Secre-
tary of Commerce in the Ken-
nedy years. A former Ruder &
Finn executive who handled
the account has little doubt
that “if we did in 1974 what
we did in 1964, we'd be an-

. swering questions before some

Congressional committee.”

Larson, who had long been
a target of the radical right,
recalls his role with a sense
of embarrassment. “The whole
thing was not my idea,” he
says, “but let’s face it, we de-
cided to use radio and the
fairness doctrine to harass the
extreme right. In the light of
Watergate, it was wrong. We
felt the ends justified the
means. They never do.” And
then he addg sadly, “I puess
I was like a babe in the
woods."”

No major news organization
reported these “sleazy and

R R ———

~on Goldwater, it

seamy activities” as Dewey
Anderson characterized them
recently, although four months
after the election another man
named Anderson reported in
the “Washington Merry-go-
Round” column the covert use
of Democratic party funds to
finance the Committee for
Civic Responsibility front, But
Jack Anderson could not pos-
sibly have known about the
far-reaching fairness-doctrine
implications of these irregular-
ities, for at that time the Red
Lion case was just getting
under way.

“Wayne Phillips and the
Ruder & Finn organizers of
the fairness-doctrine effort
had hired freclance writer
and reporter Fred Cook to
help out with research and
writing. He freely acknowl-
edges that he was paid $1,5C0
by Ruder & Finn to pro-—
duce material to be used in
pamphlets, the “Spotlight”
broadcasts and other projects
to combat the right. Cook also
undertook other tasks as a
result of his association with
Phillips and McCune. His book
turns
out, was encouraged and
would not have been pub-
lished without the subsidiza-
tion of the Democratic Na-

- tional Committee. The tech-

nique, similar to Laurance
Rockefeller's financing of the
Victor Lasky book critical of
former Supreme Court Justice
Arthur Goldberg, was simple
enough: The Democratic Na-
ttonal Committee offered in
advance to buy 50,000 copies
of the book. The offer virtu-
ally guaranteed the cost of
printing and Cook's advance
of . 51,600, Correspondance
indicates it was the key ele-
ment in the decision of Grove
Press to publish the book.
In the meantime, Phillips,
in May of 1964, began con-
versations with Carey McWil-
liams, editor of The Nation, as
well as with Cook, about an
article exposing -right-wing
radio activities. Cook acknowl-
edges the close working rela-
tionship he had with the
Democratic National Commit-
tee at this time and says, “It
was only natural that while
1 was working on the Gold-
water book, Phillips would
supgest the ‘Hate Groups of
the Air' piece.” The Nation
acreed to run the article and
pay the author a modest fee.
Phillips and McCune provided
Cook with muth of the
research material and a
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master tape of the most
virulent far-right broadcasts.
Billy James Hargis was one
of those who had [igured
prominently in the Nation
article, and there are some
indications he had an inkling
that there was more to the
growing anti-extremism move-
ment than met the eye. In
any case, he decided that
November to attack Fred Cook
in one of his broadcasts, He
mentioned Cook’s anti-Gold-
water book and then made a
number of assertions in-
tended to discredit its author,
among them that “Cook was
fired from The New York
World Telegram after he made
a false charge publicly on tele-
vision against an unnamed
official of the New York City

-government. . . .”

It is true that Cook was
discharged from The World
Telegram & Sun in 1959 under
clouded circumstances. He
and another Telegram report-
er, Eugene Gleason, had pre-
pared a report on slum clear-
ance mismanagement. During
the preparation of the article,
Gleason told Cook that he had
been offered a bribe by a city
official, and Cook repeated
the story in a television in-
terview. The next day, Gieason
admitted to the District Attor-
ney that he had fabricated
most of the bribe story, and
both men were fired from The
Telegram. Cook always
claimed that he was a victim
of Gleason’s bravado and
eventually obtained a letter
from Manhattan District At-
torney Frank Hogan exonerat-
ing him of any responsibility
for the false accusations made
on the television program.

The imprecision of Billy
James Hargis's statements
about Cook made him a

|

choice target for the fairness-
doctrine , effort, which con-
tinued even though election

day had passed. Phillips
and  Democratic  National
Committee lawyers helped

Cook to draft and mimco-
graph a letter demanding time
to answer Hargis's “scandal-
ous and libelous attack," and
they provided him with a de-
tailed list of the stations that

normally broadcast Hargis.
Cook sent out 200 Iletters;
about 50 of the stations

agreed to air a reply. The
response ,of WGCB in Red
Lion, Pa., however, was un-
compromising. It said flatly,
“Our rate card is enclosed.
Your prompt reply will enable
us to arrange for the time
you may wish to purchase.

The rest of the Red Lion
drama was played out in the
courts. Fred Cook turned to
the F.C.C. for redress, and
the agency directed WGCB
to give him free reply time.
The station’s owner, the 82-
year-old Rev, John M. Norris,
declaring that “the devil was
loose in the F.C.C. corridors,"”
decided to sue in the Court
of Appeals in Washington,
D.C., and lost. The court up-
held the commission’s right
sto order WGCB to provide
Cock with free reply time.
The F.C.C., emboldened by this
favorable ruling, published a
new set of rules “to clarify
and make more precise the
ohligations  of  broadcast
licensees where they have
aired personal attacks and
editorials regardmg political
candidates.” They specified
that stations and networks

must notify within a week"’

all persons attacked during
the discussion of an issue
and offer them reply time.
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A demonstration jor Goldwater at the
tion caused the Democrals to step up their

could result in the forfeiture
of $1,000.

Then the case took a por-
tentous turn, The larger com-
munity of broadcasters had
been watching the Red Lion
events with increasing anxie-
ty, and they were hardly reas-
sured by Mr. Norris's plans
to take his case to the Su-
preme Court. They feared the
curmudgeon from the hills of
Pennsylvania would be routed
in the Supreme Court, and
that the resulting precedent
could give the F.C.C. new
legal muscle to implement the
fairness doctrine.

The self-appointed cham-
pion of the industry’s cause
was W. Theodore Pierson, the
pro hono legal counsel for the
Radio - Television News Di-
rectors Association, an unin-
corporated group of some
1,000 news managers and
editors of radio and television
stations. He decided to mount
an attack on the fairness
doctrine that would be pur-
posely separated from the
embarrassing Red Lion case
and designed to steal the spot-
light from it. His plan was to
fight the F.C.C.s proposed
personal .attack rules, an ef-
fort in which he was even-
tually joined by CBS and NBEC.

Pierson brought a suit chal-
lenging the proposed rules in
the Seventh Circuit Court of
Appeals in Chicago, a court
that,  he believed, did not
share the pro-F.C.C. leanings
of the D.C. bench. He also
retained Harvard law profes-
sor and former Solicitor Gen-
eral Archibald Cox to repre-
sent the broadcasters.

Pierson's strategy worked.
In a unanimous opinion, the
Chicago court struck down
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The Red Lion decision could be seen
as affirming that the First Amendment
was not absolute for broadcasters;
their rights were to be balanced by
the rights of viewers and listeners.

of reply to personal attack
as “colliding with free-speech
and free-press guarantees
contained in the First Amend-
ment. . . . The Washington
and Chicago court tests had
resulted in two diametrically
opposed decisions on the con-
stitutionality of the fairness
doctrine. This conflict in the
circuits insured that the Su-
preme Court would accept the
appeal. The News Directors
Association case was consoll-
dated with the Red Lion case
for a date in the highest court
in the land.

In the Supreme Court, Red
Lion's lawyer was Roger

cause he wanted “a true be-
liever, not one of those fancy-
pants Easlern liberals.,” Robb

relied heavily on First Amend-

ment rhetoric. “We submit,”
he argued, “that the command
of the First Amendment is
that ‘thou shalt not abridge’
[free speech]. And it is not
‘You may abridge, but please
try to keep it reasonable.”
For the industry, Archibald
Cox argued that the personal-
attack rules could have a
chilling effect even il they
were never applied, a position
that Solicitor General Erwin
*Griswold,

oV quickly attacked
as hypothetical.

In questioning the three
lawyers, the Justices made
it clear that their main con-
cern was the matter of access
~whether the First Amend-
ment should mean that broad-
casters can use their own right
of free expression in order
to limit the free expression
of others. Justice White asked
if the Government that gave
franchises to radio stations
ought not “to be able to re-
quire that they let somebody
else into the facility now and
then when there is good rea-
son to do so.” And Justice
Black asked if “there would
be no relief that the man
could get from the radio sta-
tion that permitted him to
be personnlly attacked.”

Cox stempted to answer
tEat the vision of “the insulat-
l . . ;.': 4.. .l " -
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SRS ahintie, Broadoast-

representing the-

ing, he argued, with its multi-
tude of outlets and its comple-
mentary relationship to other
news media, has given the
public greater means to com-
municate, not less.

But the seven participating
Justices (William O, Douglas
was ill, and before the deci-
sion, -Abe Fortas, in the midst
of his own troubles, recused
himself) sided with the
Government. In a unanimous
ruling in June of 1969 they
upheld the right of the F.C.C.
to order Red Lion to grant
Fred Cook reply time, and
they reversed the Chicago
Seventh Circuit Court opinion
that the personal-attack rules
were in violation of the First
Amendment. The Court did
acknowledge that the First
Amendment was not irrele-
vant to Dbroadcasting and
noted that “Congress . . . for-
bids F.C.C. interference with
the right of free speech by
means of radio communica-
tion.” But the opinion pro-
claimed “that it is the right
of the viewers and listeners,
not. the right of the broad-
caster, which is paramount.”

Justice Byron White, writing
for the unanimous Court, stat-
ed: “There is nothing in the
First Amendment which pre-
vents the Government from
requiring a licensee to share
his frequency with others and
to conduct himself as a proxy
or fiduciary with obligations
to present {fose views and
voices which are representa-
tive of -his community and
which would otherwise, by

essity, be barred from the
airwaves.” :

Mr. Norris and the broad-
casting community  were
finally undone. Norris sent
Fred Cook a letter offering
him 15 minutes of air
time at no cost. Cook re-
sponded by thanking Norris
for the offer but declined to
accept it. “I cannot sce much
point at this late date in rak-
ing up and rehashing the en-
tire episode, . . " Cook says
he did not know the case
had g e to the Suprome
Court antil a locel newsraner

hailed at the F.C.C.

- month. Small wonder that they were
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dinal teaching,” soldifying
the fairness doctrine into law.
At last the vague policy based
on the fuzzy notion that the
Government ought to have
some power beyond the tradi-
tional libel laws to keep
broadcasters from behaving
irresponsibly had received the
sanction of the highest court
in the land. And what was
more, the Court had used its
understanding of the doctrine
to intervene directly in one
station’s programing—it did
not simply tell the Red Lion
station that it must be fair
to Fred Cook; it ordered it
to grant him free time to
broadcast on its station.
The fallout from the decision
did not take long to appear.
Shortly after the opinion was
handed down, the F.C.C. decid-
ed for the first time to take
away a radio statlon’s license
for its “failure to comply with
the fairness doctrine . . .”
as well as its failure to inform
the commission of its program
plans. The station was WXUR
in Media, Pa., owned by the
ultraright Rev. Carl Mec-
Intire. (In a dissent to the
Court of Appeals decision up-
holding the F.C.C. ruling,
Judge David Bazelon protested
that the license removal was
like “going after gnats with a
sledgehammer.”)

But there was also a more
subtle and more important
result: The Red Lion decision
had been read as definitely
affirming that the -First
Amendment could not be con-
sidered an absolute guarantee
of free speech as far as broad-
casters were concerned; the
broadcasters’ rights under the
First Amendment were to be
balanced by the Trights of
viewers and listeners.

This was no small matter,
for in this pre-Watergate,
Vietnam-racked period, the
Nixon White House was seek-
ing systematically to polit-
icize broadcasting. A Supreme
Court decision that could be
construed as the opening
wedge for Government in-
volvement in decisions of con-
tent on a broadcast-by-broad-
cast basis meshed with the
aspirations of the Nixon Ad-
ministration.

There is evidence, further-
more, that major broadcasters
were in fact inhibited by the
Government during this pe-
riod. They granted Richard
Nixon more {ree air time than
"any President had ever sought
before to announce and ex-
plain his programs. And
with few exceptions, they
acquicsced in the demand of
the White House that views
too critical of the President
and his policies be kept off
the air--when, for example,
the Democratic National Com-
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mittee sought to purchase re-
ply time to the President.?

This reaction, of course, was
more a matter of politics than
of written law, and with the
Watergate scandals, the poli-
tics would shift in such a
way that broadcasters, along
with journalists, would find
themselves less on the defen-
sive. But before that happened
another case entered the
courts, this time at the insis-
tence of a group with a
rightist orientation. The case
threatened to tighten by an-
other notch the Govern-
ment’s potential fairness-doc-
trine power over broadcast-
ers.

The broadcast involved was
a far more substantial item
than a $7.50 episode of the

Christian Crusade. Entitled
“pensions: The Broken
. promise,” it was a major

network documentary on cor-
porate pension plans and how
they often fail to keep faith
with the workers they are
supposed to benefit. It was
broadcast on Sept. 12, 1972,
over 175 stations of the NBC
network.

In one of the strange coin-
cidences of fairness-doctrine
history, NBC's interest in
the idea that workers were
sot receiving their due from
pension plans had been stimu-
Jated in part by an article in
The New York Times Maga-
zine, which happened to be
written by freelance writer
Fred J. Cook.

The. pensions broadcast
captured the poignancy of
aging workers who described,
often in moving, graphic de-
tail, first-hand experiences of
pension plan abuse. It also
included a number of inter-
views with U.S. Senators and
authorities involved with pen-
sion-plan reform. There were
some flecting interviews with
defenders of pension plans,
including an executive repre-
senting the National Associa-
tion of Manufacturers. Strictly
on professional grounds, the

*The fairness doclrine,

documentary might be faulted
for not having included a brief
example of a pension plan
that worked. Sugh a portrayal
would have heightened the
rontrast with those that fail.
However, the narrator of the
program, Edwin Newman,
purposely prefaced his final
summary with a disclaimer:
« . we don't want to give
the impression that there are
no good private pension plans.
There are many good ones,
and there are many people
for whom the promise has
become a reality.”

But there was no attempt
by NBC to create a stop-
watch balance. Producer Da-

.vid Schmerler and his execu-

tive producer, Eliot Frankel,
had been aroused and offend-
ed by the pension abuses un-
covered by their research and
that of a Senate labor com-
mittee.  Schmerler says:
«yhat we were doing was
building an emotional pro-

gram out of people who felt |
they had been terribly
wronged.”  And although

“pensions: The Broken Prom-
ise” received an American Bar
Association gavel and the
George Foster Peabody
Award, among others, it also
was credited with stimulating

the sweeping remedial action -

that Congress applied to the
problem in a 1674 pension-re-
form law.

The praise was not univer-
sal, however. A Los Angeles
acluary, Richard Solomon, felt
the program had unfairly re-
presented his profession and
helped persuade a group
called Accuracy In Media, Inc.
(ATM) to file a formal com-
plaint with the F.CC. de:
manding reply time for the
pension-plan industry. AIM's
membership includes many
names generally associated
with the right-wing view of
the press (Abraham H. Kalish,
Marine Corps Gen. Lewis W.
walt, Eugene Lyons and
Morris L. Emst) though its
founders and original direc-

(Continued on Page 46)

the Court decided in another historic case,

could not be applied to such broadeasts. That case involved a suit by

Business Executives Move for Peace,

the right to purchase one-minute 1po

coalition of Justices as diverse as

agreed that “editing is for editors” an

an antiwar group that had been denied
\s on WTOP, Washinaton. In a strange
Buraer and Douglas, the Supreme Court
4 broadcasters could not be ordered

to sell time to political activists. For different reasons, the Nixon Administra-
tion and the networks rejoiced in the decision. *

The F.C.C. has also ruled on the faitness questions raised by paid
commercials, In 1966, acling on a compleint of @ 23.year-old Columbia

Law School graduate, John F. Banzhat (1,
and television stations were required to provide some
oking commercials

ciqareite advertiving.

By 1969, antim
selves effective, and Congress, in an ac

the commission ruled that radio
respome time to
had proved them-

t of pragmatic statesmanship, passed

the Public Health Act of 1969, which ordered all cigarette advertising off

the air.

In 1970, Friends of the Earth, an

the NBC station in

environmental group, complained that
New York was airing

sutomobile commercials that

promoted the sale of cars using high-octane gasoline. After prodding

from ths court, NBC and Friends of the Farth entered into a

agreement that provided
aired. Since then, the F.CC
applicable to the ordinary
of a product. 4

4
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for some 120 snupaiulion commetrciale to be
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tors ineluded some moderates
(Dean Acheson, Dr. Harry
Gideonse and Edgar Ansel
Mowrer). The identities of all

of AIM's financial backers are.

not revealed, although knowl-
edpeable sources will confirm
that one wealthy individual
who made a major contribu-
tion to the group was Shelby
Cullom Davis, a major contrib-
utor to Nixon's campaigns
who eventually was appointed
Ambassador to Switzerland
by the former President. AIM’s

largest contributor, a wealthy -

Connecticut industrialist, " re-
fuses to be identified.

AIM charged that the do- .

cumentary presented -2
“grotesquely distorted picture
of the private pension system
in the United States . . .
giving the impression that
failure and fraud are the
rule.” It accused NBC of
presenting “‘a one-sided, unin-
formative, emotion-evoking
pitch.” The intent of the ac-
tion was to get the F.C.C. to
order the network to sched-
ule additional coverage of the
pensions question to correct
the ‘“deliberately distorted”
presentation.

The F.C.C. rejected AIM’s

allegation of distortion, but . ¢
did hold that NBC had violat-

ed the fairness doctrine. And,
mindful, no doubt, that the Su-
preme Court in its Red Lion
decision, had recognized
that the Government could
use the fairness doctrine to
justify a specific order relat-
ing to program content, the
agency ordered the network
to broadcast balancing mate-
rial. For years the F.C.C. had
refused demands by irate
groups to second-guess the
fairness of such documentaries
as “Biography of a Bookie
Joint,” “City of Newburgh,”
“Harvest of Shame” and “The
Selling of the Pentagon,” and
Chairman Burch had previous-
ly pledged that the agency
would continue to do so. This,
then, was the first time the
F.C.C. had found a network
television documentary in
violation of the fairness doc-
trine. NBC, which might
have complied with the com-
mission’s order by scheduling
a follow-up report on the Toa
day Show or the NBC
Nightly News, refused, and
instead entered an appeal
with the Court of Appeals for
the District of Columbia.
NBC's defense,—argued in
court on Feb. 21, 1974, by
Floyd Abrams, the 37-year-
old attorncy who had worked
with Alexander Bickel repre-
senting The New York Times
in the Pentagon Papers case,
was that the faiiness doctrine
had been misapplied. The net-
work's position was that the
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commission’s decision consti- -

tuted an impermissible intru-
sion into matters of news

. discretion. The documentary,

the network contended, did
not fall under the purview of
the fairness doctrine because
its topic, abuses in pension
plans, was not in itself a con-
troversial issue of public im-
portance. Had the program
been about the overall perfor-
mance of pension plans, good
and bad, the network said,
then the fairness doctrine
would have applied; in that
case the question would have
been, does America’s pension
system work successfully?
And it would have framed
a truly controversial issue.
But the existence of abuses
in pension plans is a matter
of fact, and, the network ar-
gued, not controversial. NBC
reinforced this point by as-

serting thal the documentary
recommcnd’cd no remedial
/

course of conduct other tham
to suggest that individuals
check their own plans to see
if they are being treated well;
had the program endorsed

~ specific measures to’ reform

pension practices, it would
have become controversial,

In response, the F.C.C. con-
ceded that the program did
treat the subject of some
abuses, but argued that NBC
was unreasonable in denying
that it had not also presented
viewpoints on the issue raised

by AIM — the over - all per-

formance of the private pen-
sion system considered as a
whole. In sum, the F.CC's
position seemed to be that
while a network’s journalistic
judgment should be given the
widest possible latitude, it
could be challenged under the
fairness doctrine in Cases
where editing seemed un-
balanced to an unreasonable
degree. In effect, the agency

held that the Government
could serve as a super editor
of last resort.

John Pettit, general counsel
of the F.C.C., suggested that
NRC may not have fully
understood what the F.C.C.
and the Supreme Court re-
quire in the seeking out of
reasonable opportunity for
opposing views, and recalled
the Red Lion language stating
the licensee’s responsibility to
“conduct himself as a proxy
or fiduciary with - obligations
to present those views and
voices which are representa-
tive of his community and
which would otherwise, by
necessity, be barred from the
airwaves.” '

Because of the urgency of
the case, the court had dis+
pensed with” formal briefs;
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A hard at what he called the

F.C.C.'s misuse of the fairness
doctrine and wasted little
7 ST time on the customary Firet
Amendment rhetoric. When
W the court handed down its
decision, in the fall of 1974,
two of the three judges identi-
fied themselves with the
NBC argument about the
misapplication of the fairness
doctrine, and “Since we re-
verse on [that] ground, we
have no occasion to con-
sider [First Amendment] ar-
guments,” which had been the
central core of Red Lion and
most other fairness-doctrine”

appeals.
+ 3 Six. months later, on
Prlesion g March 18, the full court
,' issued a ruling uphold-
/4 ‘ ing its three-man panel, and

though AIM said it planned
to take the case to the Su-
preme Court, it appeared that
NBC and Floyd Abrams had
-won_a decisive round. Among
 broadcasters, there was a
sense of relief. For if the
decision had gone the other
\ : way, the court would have
legitimized the idea that the

Wi

i i s 5 -

) . . Government could in effect
r_ 4 ot 1 cubstitute its judgment for
v Y x K TS ‘l that of the network as to
: ¢ . .= what issue was involved in
TR \ o \ | a broadcast documentary and

order that more air time be
given to elements that the
journalist never thought cen-
s ! - tral to the story. This, the
t broadcasters feel, would gen-
uinely restrict their efforts
e 8 at investigative reporting. It
L N would mean that every asser-
tion of wrongdoing by persons
.or groups would have to be
balanced with an equal state-
¥ ment of their claims to in-
; nocence — however unbeliev-
) able they might be. The re-
sult would be confusion and,
more often than not, outright
» misinformation. In addition,
the broadcasters feared, a de-
cision for the Government
would make it difficult to air
any program that took a point
of view,

These fears have been al-
layed for the time being,
however, and we are left to
ponder the larger implications
of these cases. The first is
simply that high-minded prin-
ciples of regulation are tricky,
even dangerous, to administer
in a society of powerful com-
peting interests, and all of the
parties involved—the execu-
tive, the broadcasters, the

" courts and the public—need
to understand the process
more completely than they do
now.

As we have seen, the Su-
preme Court decision in the
Red Lion case was based on
questions of personal attack
and access, on the idca that
a broadcast licensee has “obli-
gations to present those views

held that the Government

could serve as a super edi

of last resort. /m
John Pettit, generat counsel
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Landmark site: Radio station WGCB, Red Lion, Pa., focus of a Supreme Court debate.

and voices which are repre-
sentative of his community
and which would otherwise,
by necessity be barred from
the airwaves.” Thus, Red Lion
was, above all else, the ena-
bling act of the fairness doc-
trine. The decision trans-
formed an ethic of faimess
into a rigid law proposed by
the F.C.C. and enacted by
the judiciary. This decision
became a major prop for the
Government's position in the
pensions case. -

And yet the assumption that
the problem in the Red Lion
case was access - for Fred
Cook’s views is, in light of
what we know today, demon-
strably false. Fred Cook with
his Nation magazine attack
on Hargis and other “Hate
Clubs of the Air,” and his
subsidized book against Gold-
water, was hardly a classical
case of a man in need of
access. And though the Court
did not know it when it
heard the case, his motivation

ing, “The fairness doctrine is
alive and well,” and it re-
mained clear that the basic
dispute is far from settled.
The crucial test will ap-
parently have to wait until
another television or radio
case works its circuitous
course from the newsroom
through the regulatory agency
to the high court,

In light of all this, it is
tempting to say that the fair-
ness doctrine should be abol-
jshed—any regulatory princi-
pal so susceptible to political
abuse is clearly a threat to
free speech. And in fact, some
powerful broadcasters want
the Government totally out of
broadcast journalism, and they
cite the 1974 landmark First
Amendment case that applics
to newspapers—Tornillo v. The
Miumi Herald, in which the
Supreme Court decided “it
has yet to be demonstrated
how Government regulation
in this crucial [editing] proc-
ess can be exercised consist-
ent with First Amendment
guarantees of a free press.”
During the arguments Justice
Harry Blackmun made an ob-
servation that was as relevant
to Red Lion as it was to Torn-
illo. “In this country, for bet-
ter or worse, we have opted
for a free press, not fair de-
bate.” g

And yet, many serious ob-
servers of the broadcast in-
dustry are apprehensive about
the removal of all require-
ments for responsibility on the
part of breadcasters. Most
agree that in the case of
WLBT in Jackson, Miss., the
decision of the F.C.C. to with-
draw the station's license wi
justified—over a long peri
of time, the station had shown
itself to be prossly unfair (o
the black people in its con
munity. Furthermore, the

‘wpl the major broadcast-

Red Lion station was not just
to gain access to the public
air-waves in order to defend
himself against an attack so
much as it was the product
of a carefully orchestrated
program initiated by politi-
cians to inhibit views they be
lieved to be harmful to the
country, as well as to thei
own political forlunes.

In the pensions case, which
grew oyt of another cra of
high-level Government hos-
tility to broadcasters, the Red
Lionn precedent served to
bolster the Government’s posi-
tion that it had a right to
broad influence over broad-
cast content, a claim that may
or may not have been laid to
rest by the Court of Appeals
for the District of Columbia.
Indeed, after that court’s most
recent ruling, an official of
the F.C.C. was quoted as say-

" P O W . -y o -

e R (P N N © | S

ers is so awesome, that the
thought o eir exerting it
totally unchecked is hard to
accept. One need only ponder
the fact that not too long ago
the International Telephone &
Telegraph Corporation was se-
riously interested in purchas-
ing one of the major networks
to understand the possible
danger of unregulated broad-
casting. —

The real lesson to be
learned from studying these
cases is that the Government
seems to have lost its sense
of priorities in applying the
fairness doctrine, It is the sec-
ond requirement of the doc-
trine that broadcasters should
“afford reasonable opportuni-
ties for opposing viewpoints.”
The first requirement is 't
devote a rcasonable amoun
of broadcasting time to th
discussion of controversi
issues.” It is the breach o
that first obligation th
should be considered decisive
concern for opposing view
should not be emphasized t
the extent that coherent dis
cussion of controversial sub

jects becomes inhibited.
The basic issue is whether

the Government will en-
courage or discourage broads
casters from the probing,
hard-hitting journalism that
their financial interests resist
but the public interest de-
mands, In this
proper definitfon of the fair-
rine will influence
sential quality of broad-
programing.

In the resolution of the con-
tradictions between the fair-
ness doctrine and the First
Amendment, between Red Lion
and Torinillo, vests the base of
the American system of broad-
cast journalism, so vital——now

ocess. |
Copyright 1975 by Fred Fiiendly.
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Save WEFM v. FCC

No. 73-1057 (slip opin.

issued October 4, 1974,

D.C. Circuit)
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Remarks by
Walter B. Wriston
Chairman
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before
The Society of American Business Writers
Washington, D.C.
May 5, 1975
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As we approach the bicentennial of our republic, it is
useful to remember that our founding fathers faced hard
times--much harder than those which are with us today.
They, too, had to make some tough choices. Thomas Jefferson
expressed the problem in a nutshell: '"We are not to expect
to be translated from despotism to liberty in a featherbed."
The great principles of our government laid down by our
founding fathers embody a vast distrust of centralized
governmental power, and an unswerving dedication to the
proposition that government rests on the consent of the
governed. No sector of our society has been more vigilant
than the press in keeping that proposition always before us.
Nevertheless, whenever we create the conditions which cause

our system to appear to falter, whether through inflation or




corruption, people who would destroy our liberty press
forward with plans the founders rejected--old plans dressed
in a new vocabulary. A good many years ago, John Randolph
foresaw the danger and put it this way: "The people of this
country, if ever they lose their liberties, will do it by
sacrificing some great principle of government to temporary
passion,"

Today, passions abound in the land; as the heat rises
our memory of fundamentals seems to fade. We forget that
the traditional optimism of the American people is an absolute
essential to a democracy. We hear a rising chorus of attack
upon the unique American economic system, though it has
produced both the highest standard of living and the largest
measure of personal liberty in the history of mankind.

People who should know better begin to waffle about
human freedom and in the moment of passion that John Randolph
feared even suggest that some form of dictatorship may not
be so bad after all. In the 1930s Senator David Reed from
Pennsylvania voiced it bluntly: "If this country ever
needed a Mussolini, it needs one now.'" The admiration in
the United States for the way Mussolini made the trains run

on time was widespread. The New York Times in May of 1933

reported that the atmosphere in Washington was ''strangely

reminiscent of Rome in the first weeks after the march of
the Blackshirts, of Moscow at the beginning of the Five-Year
Plan...The new capital...presupposes just such a highly

centralized, all inclusive government as is now in the




making." In the 1930s it began to look more and more as if
we would sacrifice some great principle and lose our liberty.

The resident philosopher in Washington in those days
was Rexford Guy Tugwell. Like his current counterparts,
Tugwell expressed contempt for the consumer's ability to
choose, and wanted large state-controlled corporations along
fascist lines. It was all very simple and logical. He put
it this way: "When industry is government and government is
industry, the dual conflict deepest in our modern institutions
will be abated." This old idea has now been revived with a
new name: We now call them "benchmark" corporations. By
1984, George Orwell tells us the concept will be set to
music in a telescreen jingle that goes: '"Under the spreading
chestnut tree, I sold you and you sold me..."

The first major step that this nation took toward
merging government and industry, and toward the total abandon-
ment of the free market system, was the enactment of the
legislation that created the National Recovery Administration,
The NRA with its famous Blue Eagle symbol soon began grinding
out hundreds of "codes'" repealing economic freedom and
arbitrarily fixing wages, prices and hours.

In the temporary passion of that moment, many businessmen
welcomed the idea of controls and were openly pleased with
the idea of an escape from competition. 'Codes'" in the 1930s
were the equivalent of the current euphemism '"guidelines."

These "codes" ultimately affected some 22 million workers.

Like all schemes which require people to behave in a way




they would not act of their own free will, force eventually

has to be used against the populace. Since the NRA codes
required citizens to make decisions which were contrary to
their own economic interests, penalties for noncompliance

had to be severe. Tailors were arrested, indicted, convicted
and sentenced because their prices for pressing a pair of
pants were a nickel below the relevant NRA code. Farmers
were fined for planting wheat that they themselves ate on
their own farms. Barbers who charged less than the code rate
for a shave and a haircut were subject to fines of up to
$500. Even the village handyman was prosecuted, since he

did not fit in under the multiple wage-and-hour scale set up
by the codes.

The complexity of the codes soon antagonized labor as
well as management. The average factory worker who had been
earning $25 a week was cut back to $18.60 under NRA codes.

As a result, strikes became a way of life and auto workers,
frustrated by red tape, began calling the NRA the National

Run Around. When the textile code authority cut production

in the mills in 1934, another great strike began in the

South., Before the strike ended, the National Guard had been
called out in seven states and scores of textile workers

were killed and wounded. A few months later, NRA Administrator
General Hughie Johnson resigned under a storm of criticism--
or, as he phrased it himself, "a hail of dead cats."

As was the case with the rights of minorities in the

1950s and 60s, or with Watergate in the 70s, a few had




the courage to challenge the power of the state. A fairly
small company, The Schechter Poultry Company, refused to
observe NRA standards of '"fitness" governing the slaughtering
of chickens. When the case reached the Supreme Court, the
NRA was unanimously declared unconstitutional. The Court
wrote: '"Such a delegation of powers is unknown to our law
and it is utterly inconsistent with the constitutional
prerogatives and duties of Congress." After the decision

was read, Justice Brandeis told one of FDR's legal aides: "I
want you to go back and tell the President that we're not
going to let the government centralize everything." That

was a call to return to fundamental American principles.

That time around we were rescued from the temporary

passion of the moment by the Supreme Court. For such actions,

the justices were reviled as the Nine 0O1d Men. Fortunately,
they were old enough to remember the tyrannies of the past,
and struck down the attack on individual freedom even though
it was wrapped in a package labeled '"progress." As if in
direct reference to John Randolph, the Court said:
"Extraordinary conditions do not create or enlarge constitu-
tional power."

Today, just as we are beginning to win the battle
against inflation and recession, the classic attacks on
individual freedom are being launched with new vigor. 1In
place of the NRA and Mussolini's Blackshirts of another era,
we have new groups with new names selling the same worn-out

concept of government planning as '"'progress.'"




The current effort to peddle the theories of Tugwell is
being quarterbacked by an organization called the Initiative
Committee for National Economic Planning. Its members,
businessmen, academicians and labor leaders are all well-
intentioned people who should know better., Their program,
if adopted, could bring about the step-Ly-step destruction
of the free market system, and, as a consequence, all personal
liberty. The opening statement of the Initiative Committee
expresses the usual doubt about whether our tried and tested
system provides '"the best hope for combining economic well-
being and personal liberty."

Like central planners in the past, the new breed speaks
euphemistically of "plenary power'" and obtaining a '"mandate."
They suggest that a "five-year plan" would be "voluntary"
but add that it might require a '"legislative spur." They
imply that they would not set specific goals for General
Motors, General Electric, General Foods, or any other
individual firm but would '"try to induce" the relevant

industries to do their bidding. The New York Times, an

ardent advocate of central planning in 1975 as in 1933
(except of course for the media) has fully endorsed the idea
of government planning as '"a means to help private industry
to make its own planning decisions...without government
coercion.'" There is no case of government planning not

implemented in the end by coercion.

I[f the proponents of central planning came right out




and said they wanted to create an economic police state,
their cause would never get off the ground. So, they resort
to '""doublespeak," as Mario Pei so aptly called it, the usual
camouflage for the ultimate use of force against the
individual. Ludwig von Mises summed it up when he wrote:
""A1ll this talk: the state should do this or that ultimately
means: the police should force consumers to behave otherwise
than they would behave spontaneously. In such proposals as:
let us raise farm prices, let us raise wage rates, let us
lower profits...the us ultimately refers to the police. Yet,
the authors of these projects protest that they are planning
for freedom and industrial democracy."

Perhaps the oldest lesson of history is that an assault
on one aspect of freedom is an attack on the whole, as the
framers of the Constitution were well aware. To think that
the bell that tolls for economic freedom, does not toll for
academic freedom or for freedom of the press is a delusion,

and a dangerous one. The vigilance of the press which helped

smoke out some of the misdeeds of Watergate should be equally

focused on the economic non sequiturs coming from some of

Washington's prominent citizens.

Attacks on the system that has produced our relative
affluence as well as our freedom come in part from people
seeking power, and in part from a failure to understand the
American experience. Pulitzer Prize historian Daniel J.
Boorstin put it this way: "There is an increasing tendency...

to blame the United States for lacking many of the ills




which have characterized European history. Our lack of
poverty is called materialism, our lack of political dogma
is called aimlessness and confusion,"

All current proposals for a managed economy rest on
an underestimation of the intelligence of the American
people. They assume that you and I are just not smart
enough to decide how to spend the money we earn. The
decision must be made for us by a wise government. Those
wonderful people who brought us wage and price controls,
which so severely disrupted our economy, now wish to extend
the chaos on a permanent basis. The intellectual arrogance
of those who would substitute their judgment for that of the

American people is amazing.

As the incredible complexity of American life begins

to dawn on the would-be government managers, as it did in
fact ultimately dawn on the Administrator of the NRA, ever
increasing pressure has to be ke a reluctant
citizenry conform etween governhental economic
planning a personal liberty is inevitable/because, in the
mental allocation of economic/and intellectual
resources reguires--ultimately--the uSe of force. No agency,
for example, could ulated our railroads into ba
ruptcy as did the I.C.C. without such power.~ This power must
sition, to generate

/

ublic acceptance and suppress doubts about the competence”

of the planner. e

/////




Last year's Economic Summit should have made it obvious
to all the world that experts do not agree. No plan which
covers a continent with the infinite variety of America and
contains thousands of parts, can possibly be agreed upon by
experts and certainly not by a majority of the people. Even
if by some miracle we could get all the fiscalists and-.

monetarists to concur, the lximate“dECTEIéﬁE‘WGUTd—be~“\\;:

political mu ore than economic. It would be impossible

4 majority vote in the Congress on every item in the
onomy which would have to be allocated, priced and assigned
priority. Since both political and economic agreement is a

virtual impossibility, these decisions have to be delegated

to the planner and thus can never represent the will of/;hé/

majority. Such action by definition destroys thejggsmise

n which American democracy rests. .

\\\Ths\ﬁi;st Amendment is ongngf%hé”ﬁggt sweeping definitions
of freedom \;E\;EE~EE£E;;£ égainst his government ever enacted
anywhere in the world. As in the past, it must now be-guarded
jealously by all sectors of our society. What I am suggesting
to you today is that you must examine with great care and
skepticism the proposition that government regulation of
goods and services is a legitimate function of government.

It is predicated upon the dogma that consumers lack the
intelligence to make choices, but that they are capable of

sorting out a good idea from a bad one without government

help. You should question the logic which leads some people




to conclude that a so-called truth-in-advertising law is
good, but a truth-in-media law is bad. On a purely logical

basis it is hard to sustain the argument that the public is

unable intelligently to choose among competing dog foods
without government help, but is competent to sort out the
true meaning of a senator's speech.

The press, along with the rest of this country, generally
has come to the conclusion that the performance of government
at all levels leaves a great deal to be desired. Bureaucracy
has never been synonymous with efficiency. There is a growing
perception across the country that government regulation of
goods and services has often tended to promote monopoly, raise
the price levels and smother innovation. Professor Houthakker
of Harvard made this point dramatically at the Economic Summit
by listing 43 areas he thinks the government should deregulate.

Lest you think that you are exempt, more and more educators
are beginning to perceive the hand of government within their
own campuses, despite the long tradition of academic freedom.
Academicians are learning the old lesson that if you take
the king's shilling, you will do the king's bidding. We
already have government very much in the broadcast field,
although some people feel this has not been objected to as
strongly by the print media as one might have hoped or wished.

If you accept the proposition that government intervention

in the dissemination of ideas is bad, which is one I strongly

hold, you must then review in your own mind whether it makes




any sense to argue for governmental intervention in the
individual's choices among goods and services. Whatever
conclusion you come to on this proposition, you should not
fool yourself that economics and politics live on separate
islands; in the end our freedom is indivisible.

One of our least admired presidents was characterized
as one who approached power with "muffled oars." Those of
you who depend for your existence on the First Amendment
should sensitize your ears to pick up the sound of "muffled

oars" seeking to approach power -through—a—planned-economy.

—

This suggesﬁion’i§>in accordance with sound 1iberal\EUbt{ine\

—~a5 ckpressed by Woodrow Wilson: '"The history of liberty is
a history of limitations of governmental power, not the

increase of it."
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It would be refreshing for you, I'm sure, to hear a
convention speaker dwell on all the good things that public
broadcasting has accomplished--after all the accomplishments
are real. But government policy making doesn't usually
concern itself with good news, it deals with problems and
policy is my topic today.

Public broadcasting occupies a very special role in my
Office and in the Executive Branch generally. It is one of
the few elements in our communications system that has had
a policy blueprint. The policy for public broadcasting--
even its very name--was the result of deliberate study, public
discussion, and legislation in the form of the 1962 ETV

Facilities Act and the 1967 Public Broadcasting Act. Much

of the policy has been developed and administered by the

Executive Branch.

The process of developing policy is a continuing one.
After four years of experience with the system created by the
Act, you and OTP are asking whether the policies that guide
public broadcasting work--where they have taken us and where
they are taking us. The process has taken much longer than
we all wanted it to take. But now I'd like to talk to you
about the factors that have shaped our thinking about public
broadcasting and how we view the policy questions.

I honestly don't know what group I'm addressing. I don't
know if it's really the 47th Annual Convention of NAEB or the
first annual meeting of PBS affiliates. What's your status?
To us there is evidence that you are becoming affiliates of

a centralized, national network.
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‘For example, CPB calls PBS our fourth national TV
network--and the largest one at that, with over 210 affil-
iates. Don Quayle's National Public Radio may be the only
real national radio network we have--I half expect
Arthur Godfrey--or maybe David Susskind--to be hired to
do a "morning magazine" show for NPR. I see NAEB's ETS

Program Service transferred to PBS and NPR. Because of

CPB's methcd of funding program production, it's less than

candid to say the production system is a decentralized

group of seven or eight regional centers. Who has real

control over your program schedules?

On a national basis, PBS says that some 40% of its
programming is devoted to public affairs. You're centralizing
your public affairs programs in the National Public Affairs
Center in Washington, because someone thinks autonomy. in

regional centers leads to wasteful overlap and duplication.

Instead of aiming for "overprogramming" so local stations
can select among the programs produced and presented in an
atmosphere of diversity, the system chooses central control

for "efficient" long-range planning and so-called "coordination"

of news and public affairs--coordinated by people with
essentially similar outlooks. How different will your
networked news programs be from the programs that Fred Friendly
and Sander Vanocur wanted to do at CBS and NBC? Even the

commercial networks don't rely on one sponsor for their news
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and public affairs, but the Ford Foundation is able to buy

over $8 million worth of this kind of programming on your

stations.

In other kinds of programming, is it you or PBS who
has been taking the networks' approach and measuring your
success in rating points and audience? You check the Harris
poll and ARB survey and point to increases in viewership.
Once you're in the rating game, you want to win. You become
a supplement to the commercial networks and do their things
a bit better in order to attract the audience that wants
more quality in program content.

The temptation to make your mark this way has proven
irresistible. The press is good. You've deserved the
limelight much sooner, but it's coming now with truly out-
standing efforts in the up-coming "Electric Company" and
"Sesame Street" and "Forsyte Saga" and the BBC's other fine
dramatic and cultural shows. You do this job brilliantly.
You can pick up where the commercial networks leave off.

You can do their children's shows, their drama, their
serious music, their in-depth informational programs--you
can even be their "farm system" and bring up young, minority-
group talent to work in the "majors" in New York and
Los Angeles.
You can program for the Cambridge audience that WGBH

used to go after--for the upper-middle class whites who
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contribute to your stations when you offer Julia Child's
cookbook and Kenneth Clark's "Civilisation." It also has
the advantage of keeping you out of the renewal and access
conflicts now faced by commercial broadcasters. With a few

notable exceptions, maybe the community activists don't

think you're meaningful enough in your own communities to

warrant involving you in these disputes.

As the fourth national network, things are looking
pretty rosy for you. Between 1968 and 1970, national broad-
cast hours went up 43%. This year alone PBS is sending an
average of two hours a night down the interconnection lines.
But local production of instructional and "public" programs
continue a decreasing trend--down 13% from 1968 to 1970.

The financial picture at the local stations looks bleak,

even though CPB can now raise the range of its general
support grants to between $20,000 and $52,000 per TV station.
But it's still not enough. The average TV station's yearly
operating costs are over $650,000 and the stations are
suffering--Delaware may be without a state-wide system,

local programs are out on WHYY in Philadelphia, things

look bad elsewhere--even at the production centers.

Money alone--great bales of it--would solve a lot of
the problems. CPB would be able to fund programs on
America's civilization and programs on the Adams family
instead of the Churchill and Forsyte families. The produc-

tion centers could be more independent and the other local
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stations could devote more energy to programming, ascer-
tainment and community service instead of auctions, fund-
raising gimmicks and underwriting grants. More money could
even lessen the internal squabbling that seems to occupy
so much of your attention.

But money alone won't solve the basic problems that
relate to the structure of public broadcasting--a structure
that was to be built on a bedrock of localism. I've read
Arthur Singer's speech last June at Boyne Highlands and I've
read the Carnegie Commission Report and the legislative
history of the '67 Act. Singer wins--the reality of 1971
doesn't match the dream of 1967.

Do you remember that the Carnegie group put its prin-
cipal stress on a strong, financially independent group of
stations as the foundation of a system that was to be the
clearest expression of American diversity and excellence;
that the emphasis was on pluralism and local format control
instead of a fixed-schedule, real-time network, and that
this view was reflected in the House, Senate and Conference
reports on the '67 Act; that CPB was supposed to increase
options and program choices for the stations; and that the
Carnegie Commission wanted general operating funds to come

from HEW because of the concern that the corporation not

grow too big or become too central. As Dr. Killian put

it, if stations had to look to the corporation for all

their requirements, it would lead "naturally, inevitably,
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to unwise, unwarranted and unnecessary centralization of
educational broadcasting." The concept of dispersing
responsibility was essential to the policy chosen in 1967
for public broadcasting. Senator Pastore said on the floor
of the Senate that, "since the fundamental purpose of the
bill is to strengthen local noncommercial stations, the
powers of the Corporation itself must not impinge on the
autonomy of local stations."

The centralization that was planned for the system--

in the form of CPB--was intended to serve the stations--to

help them extend the range of their services to their

communities. The idea was to break the NET monopoly of
program production combined with networking and to build
an effective counterforce to give appropriate weight to
local and regional views.

In 1967, the public broadcasting professionals let the
Carnegie dreamers have their say--let them run on about
localism and "bedrocks" and the rest of it--let them sell
the Congress on pluralism and local diversity--and when
they've gone back to the boardrooms and classrooms and
union halls and rehearsal halls, the professionals will
stay in the control room and call the shots. The profes-
sionals viewed the Carnegie concept of localism as being as
naive and unattainable as the Carnegie excise tax financing
plan. They said that no broadcasting system can succeed

unless it appeals to a mass audience in one way or another;
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that networking in the mold of the commercial networks is
the only way to get that audience; that a mass audience
brings a massive feputation and massive impact; that it's
cheaper, more effective, more easily promoted, simpler to
manage, and less demanding on local leadership than the

system adopted by the Congress; and they are right. But

is that kind of public broadcast system worth it? 1Is it
what you want? What your community needs? What's best
for the country?

You've been asking yourself thesequestions. For you,

the past few months have been a time for self-analysis and

hard questions--from Singer's Boyne speech, to the Aspen

meetings; the Jack Gould-Fred Friendly debate on the pages

of the Sunday New York Times; the discussion that's been

going on between my Office and CPB; and the emotional debate
within public television over the FBI sequence on "Dream
Machine." Your public debate has focussed on the fundamental
issues and you're to be admired and respected for it.

You are grappling with the policy imposed on a going
enterprise in 1967. That policy was not only intended to
change the structure of ETV, it was also supposed to avoid
the structure of commercial TV and to steer clear of a
government-run broadcast system. There are trade-offs in this
policy. For example, if you imitate the commercial structure, all

we have is a network paid for by the government and it just
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invites political scrutiny of the content of that network's

programs. We're asking a lot of you when we expect that you

implement the policy chosen for public broadcasting. But
some of you haven't succumbed to despair yet. Some of you
don't want to be a fourth network. Some of you are trying
to make the policy work.

For example, PBS will be trying to use its intercon-
nection for program distribution as well as networking;
it's trying to broaden the base of small station represen-
tation on its Board; CPB is trying to devote more funds to
general operating grants; as long as there is a centralized
network, Hartford Gunn is trying to make it work in a
responsible manner despite the brickbats and knives that
come his way; some local stations are really trying to do

the job that must be done at the community level. I

recognize this. I appreciate the problems you face.

CPB seems to have decided to make permanent financing
the principal goal and to aim for programming with a national
impact on the public and the Congress to achieve it. But
look at the box that puts you in. The local station is
asked--and sometimes willingly accedes--to sacrifice its
autonomy to facilitate funding for the national system.

When this happens, it also jeopardizes your ability to
serve the educational and instructional needs of your

communities. All the glamor is packed into your nighttime

schedules and the tendency is to get more public attention




by focusing on the newe, public affairs and cultural pro-
grams that are aimed fcr the general audience. But there

must be more balance in your service to your communities.

In gquantitative terms, your schedules are already split
equally between instructional and general programming. But
in qualitative terms, are you devoting enough of your resources
to the learning needs of your in-school and in-home audiences?
Do any of you honestly know whether public broadcasting--
structured as it is today and moving in the direction it seems
to be headed--can ever fulfill the promise envisioned for it
or conform to the policy set for it? If it can't, then
permanent financing will always be somewhere off in the
distant future.
The legislative goals for public broadcasting--which I
hope are our common goals--are:
(1) to keep it from becoming a government-run
system;
(2) to preserve the autonomy of the local stations;
and
(3) to achieve these objectives while assuring a
diversity of program sources for the stations

to draw on in addition to their own programs.

When you centrali%e actual responsibility at a single
g

point, it makes you visible politically and those who are
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prone to see ghosts can raise the spectre of government
pressure. When you, as local stations, are compelled by
the system's formal structure, its method of program dis-
tribution, the mere lack of a programming alternative or
simple inertia to delegate formulation of your program
schedules to a central authority, how can you realistically
achieve the objective of local autonomy. All we are left
with is the central organization and its national programs
and that was never intended to be an end in itself. When
the struggle is simply between the Washington center and
the New York center, it doesn't much matter who wins. It
probably isn't even worth the effort.

You've been told at this convention all that you
should do--that you should be--as cablecasters, minority

group employers, public telecommunications centers and

the lot. But is enough expected of you when you are

branch offices of a national, public telecommunications
system? It would be a shame for you to go into the new
world of electronic education centers offering a dazzling
array of services without engaging in the most exciting

experiment of all--to see if you as broadcasters can meet

your wide responsibilities to your communities in instruc-
tional and public programming. It's never been tried and
yet, as a policy, it's America's unique contribution to
broadcasting--it's our concept of mass communications

federalism.




- 1l -

Your task then is one of striking the most appropriate

balance in determining the local station's role in the

public broadcast system--a balance between advancing the
quality of electronic instruction and the quality of pro-
grams for the general public and, ultimately, the balance
between the system's center and its parts. You have to
care about these balances and you have to work for them.

We in government want to help, but the initiative must come

from you.

OEP 720453
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When I started to prepare my remarks here today, I thought

I would focus on those issues that are of critical, current

concern to broadcasters. Unfortunately, the schedule does not

permit me to devote six or seven hours to this subject. But I
don't mean to make light of it--the sheer volume of problems
facing you and those in government is almost a problem in itself.
Someone must hqve opened Pandora's Box when we weren't looking.

If it's of any comfort to you, many of your economic
problems at least are not too different from those faced by other
businessmen. Although there may be some questions to be cleared
up, I understand that the price guidelines for broéécasting are
working smoothly. If there are any problems, however, we want
to hear about them. You should be assured of equity and clarity
in the administration of this set of regulations. 1I've heard
this hasn't been your experience in your other brushes with
government regulation.

We're working to change this. We should approach your broad-
cast regulatory problems in the same vein that the President has
faced our economic problems. The Presfident's new economic policy

is coming to grips with fundamental problems in our economy=--




problems which not long before seemed intractable. I want to
take the same general approach to our communications policy
problems by doing a thorough job of analysis and then proposing

a solution that goes to the heart of the matter. I want to apply

the Administration's style of policy-making to such problems as

CATV, license renewals, the Fairness Doctrine and radio/TV regulation
generally. Let me give you some idea of how OTP views these

problems.

CATV

First CATV--the President's Cabinet committee on cable
television has almost completed its study and will soon issue
recommendations on a policy to guide the careful integration of
cable technology into our public communications system. While
this long-range study was going on, we sought an accommodation
to the short-range probleﬁs of CATV growth. We tried to see if
the parties could resolve the tough regulatory problems of distant
signals, Footnote 69 and leapfrogging in a rational framework of
CATV copyright liability and broadcast program exclusivity. The
attempt failed--some say it was doomed to fail. The doom sayers
were proved right--they regularly are in Washington.

But we haven't given up. Shortly, we will respond to Senator
Pastore's invitation to comment on the FCC's CATV proposals, in
light of the Cabinet committee's work and our own views on the
FCC's regulatory approach. Naturally, it would be premature to
go into these matters now, but at the appropriate time we will

make our proposals to Congress. You probably will not like all

that you will hear.




Does this mean that OTP is pro-cable? Of course we are.

Does it follow that we're anti-broadcasting? Definitely not;

although sometimes you make, it harder for us to support you.

Take what's happening in Akron, for example. The cable system
there will be carrying home games of the Cavaliers and the Barons
live from Cleveland. Cable is giving Akron residents what they
want and it doesn't involve taking your signals. We can't oppose
CATV for providing this type of service and, if you put up a fight,
you can't expect our support.

on a broader basis, we think cable has a lot of appeal. 1It's
the appeal of a technology that offers an opportunity to recast the
mold set for our public communications system back in 1934. As
cable is integrated into our communications structure, we should
try to modify that structure. A system of regulation that requires
government intervention in program content can't be our model for

the future.

License Renewals

one of the most drastic means of government intervention is the
license renewal process. I don't have to tell you of the diffi-
culties that can result at renewal time when your judgments conflict
with the government's notions of the type and amounts of programming
that will best serve the public in your community. How will you
juggle your schedules to get 3% of public affairs programs in
prime time? Is it safe to put that U.s.D.A. film at 5 a.m. on
Mondays? Is there anyway to count "The Chicago Teddybears" as a
children's instructional show? What about radio--will there be

a Commission inquiry when you switch from the all-CGuy Lombardo format




Don't bother to do any ascertainment to see what format will
serve the public; remember, it's not supposed to deal with program
preferences, only problems and issues.

It's really not a joking matter, you risk your future on
the way you answer some pretty ridiculous questions. The risk
is measurably increased when you have no assurance that your
good faith performance over the years will count for much when a
rival group decides that you are ripe for picking. Even when
a competing group is not involved, renewal time is an appropriate
time for negotiations and challenges involving the responsiveness
of your programs to local needs, your employment practices and
your commercial practices. You can't be insulated from this aspect
of the renewal process, but the Commission tried to avoid the
worst features of a comparative renewal hearing with its 1970
Policy Statement. OTP generally supported it as a sensible way
of giving the conscientious licensee the consideration he deserves,
while protecting the interest of the public.

The Court of Appeals held that the policy violated the hear-
ing requirements of the Communications Act. I have no doubt that
this interpretation was sound from a strictly legal standpoint.

But I question the appropriateness of the court second-guessing the
Commission on its so-called "substantial performance" standard.

A long established principle governing judicial review of agency

action is that the court should defer to the expertise of the

agency and not substitute its judgment on the substantive merits
of the case. In the broadcast area, this principle seems to be

avoided whenever there is a conflict between the public and the




broadcasters. Here the issue seems to be resolved on the basis

of whether the court agrees with the result reached by the FCC.
This compounds the absurdity of a regulatory round-robin that
began with a broad grant of power from Congress to the FCC. The
vagueness of the public interest standard under which that power
was granted simply invites this type of court review. Besides

the courts are just as expert as the FCC in determining the public
interest.

You may argue that one for a while, but what's the most
appropriate response to the license renewal problem in the after-
math of the cart's decision? 1I'm not certain it is to have the
FCC merely change the standard from "substantial" to "superior"
and then go on as usual until the next court challenge. The
problem is caused by the 1934 Act and it should be solved in the
Act. We should have a direct approach which will go to the heart
of that problem.

Fairness Doctrine

The direct approach may also be necessary to bring some order
and clarity to the Fairness Doctrine area. There must be public
access to the air waves. For the public's benefit and your benefit,
the access mechanism should be uncomplicated and inexpensive. But
it should not be administered in a manner that intrudes unduly on

your operdions. You have an obligation to the public to provide

access for contrasting viewpoints on public issues, but the govern-

ment has a duty to you to make clear the limits of your obligations,
especially as we find ourselves in contentious times when a
consumption-oriented life style is just as much a controversial

issue as a referendum item or some other specific short-run dispute.




When the application of Section 315 began to get out
of Land, the congressional intent was made known and the boundaries
of the equal time requirements were clearly defined. Can you dis-
cern the poundaries ©of your Fairness Doctrine obligations? Where
is the line drawn in the area of product advertisements? When
is an auto company selling a way of life and not a car? Do you

balance Chrysler spots with Volkswagen spots? I shudder to think

of the controversial issues lurking in certain deodorant ads.

What about public service announcements? Army recruiting PSA's
don't raise controversial issues; can the same be said for all

the anti-drug spots? When do appearances of the President or

Governor Gilligan prior to election campaigns call for Fairness
time? What ruling applies: the Zapple ruling; the one in the latest

Democratic National Committee cases; or all of the above? yhen

do you give free time for contrasting views? What are the relation-
ships between the new right of paid access to the air and the Fairness
.Doctrine requirements?
Right now I'm not saying how these questions should be answered.

T'm not sure I know the answers to some of them. All I'm saying
at this point is that we in government have let you down by not
doing our job of setting the metes and bounds of what is now an
amorphous set of far-reaching requirements which you interpret at your
peril: if the renewal policy of the 1934 Act is its Sword of Damocles,
then the Fairness Doctrine is its revolver in a game of Russian

roulette. We intend to take a careful look at the Doctrine--if

the bullet can't be removed you can at least be given some idea

of where it is.




Broadcast Regulation

The problems created by CATV, by renewal policies and the

Fairness Doctrine are all related in the struggle for public
access to broadcast channels.

The trustee role of the licensee under the Communications - )
Act is workable as long as the public is willing or at least conzg;€"£o
trust you. But when hard questions are being asked of all institu-
tions that have traditionally enjoyed the benefits of public
trust, you can expect that you will be challenged--that ways p————
will be sought to make you more responsive to the public through
the renewal process and the Fairness Doctrine and even to phase
you out in favor of a technology that need not be dependent on
any individual public trustee.

Despite all the bitterness engendered by specific access
disputes, as evidence by the the license challenges right here

e —————
in Columbus, and other Ohio cities you should recognize thet

\.ﬂ-
your critics are doing nothing more than seeking more effective

and more practical means of achieving the intended results of the
Communications Act. It's fruitless to argue at this late stage
that the intent of the Act has been perverted. Times change--

this is the way it is now. If you don't like it, either change

the Act or find a line of business where there's no Communications
Act and a public committed enough to tell you what its interest is.

It's a fundamental issue--one that won't be solved by patchwork

approaches to superficially unrelated regulatory problems.




No matter how the renewal challenges are resolved in
Columbus and elsewhere, the process of redefining the broad-
casters' relationship with the various publics to be served is
just beginning. This painful and difficult process can proceed
as it has begun. It can go oOn city-by-city in an atmosphere of
; mutual distrust,emotional blood-letting and even fear, or it
("
can be recognized for the critical policy problem it is and
approached in a manner that does not pit broadcasters and citizens
in a battle that both view as essential to their survival. No

T ————.
Q progress can be made when local broadcastors and local citizens

groups see themselves as adversaries--this is the ultimate
perversion of the intent of the Communications Act -- from public
trustee to public enemy. We've got to go back and work out a new
relationship between the licensee and the public before this goes
much further.

We must address ourselves to these basic flaws that are

@

w11 too apparent in our broadcast regulation, especially the

structural flaws that developed in our public access mechanisms.
At the same time, we need a separate policy for cable television.

The growth of cable technology will force us to consider access

problems in the overall context of a public communications

system of the future. We can't simply engraft broadcast regula-
tion to cable technology. The Communications Act is the only
source of policy guidance for the FCC, but cable television

does not fit the Act. We must have a clear conception of what we

want from cable and how we want to regulate it. The cable
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policy must be consistent with a modified broadcast policy and
must reflect the ultimate goal of that policy. We should, in
short, end up with two TV communications policies--each tailored
to the different technologies of distribution but each directed
to the same access goals.

Most discussions of new policy directions sound pretty
abstract, this one is no exception. But what's the bottom
line? How does it all affect the daytimer in Dayton? Let me
give you one example. So far I've focussed on the implications of
your relationship to the public, but changes in this relationship
also call for a modification in the way the government deals
with you. We have to move to a more flexible style of regulation--
to regulate by legislative policy rather than by detailed agency
oversight. Let's be realistic--we simply can't continue to pro-
liferate rxenewal applications that are weighed rather than
read--don't worry about what your programs say, just be sure the
percentages look ok and the application weighs a lot--10 1bs.
will be superior service-- 3 lbs. will lead to a short-term renewal.
Where has this type of regulation led us in the radio area,

for example? We started out regulating TV as if it were radio
with pictures--now we requlate radio as if it were TV without

pictures. This is not much progress in 40 years of regulation,

Our regulators are so bogged down in detail that they haven't

\

J
‘“‘“‘-__Béen able to notice that radio is different, or, if they 've

noticed, they've been too busy to do anything about it. When

we deal with access and other problems in radio, our thinking
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must take account of radio's greater numbers, its different com-
petitive situation, its different impact on the public mind
and the public debate. It is a different medium with a different
message. Does the difference justify, for example, a different
set of fairness obligations, different treatment for cigarette
~ commercials, politital spots and other forms of radio advertising;
different license renewal policies; different ascertainment
requirements?
The whole rationale of radio regulation started changing
in the early 1950's. 1It's going to change more as
CATV systems start offering more and more audio services.
Let's recognize this. We don't have to change human nature --
even I'm not expecting this -- all we have to do is to give our
regulators fewer details to get into. Let's start with radio.
Maybe we should think about the deregulation of radio, instead
of pulling it along as television regulation is expanded in
a policy vacuum.
We've covered a lot of ground here today, but, as I said

at the outset, we're besieged with problems -- problems that call

for a more searching analysis than they 've received up to now.
The. Administration will undertake this responsibility and will

deal directly with the crux of each problem. The President is

committed to this type of approach, but if it's to o youfﬁ_—"::::;

must participate in the process by letting us know your views

and helping us work with you to a responsible and responsive

solution.
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First of all, I want to téll you how pleased I am to be
here. For several weeks, I've been looking at a very iarge
pile of forget-me-not seed packages and now I am getting the
chance to meet those responsible for this "greening" of OTP.

T visited a number of the convention exhibits yesterday,
and I was both intrigued and impressed. I found that they
demonstrate once again, and in a very tangible way, the
vitality and potential of the cable industry.

Like all electronic communications industries, cable TV's

also depends on how the government chooses to let it grow.
Tonight, I would like to talk a little about the development
of cable‘tel;vision, and'about the government's role in that
development.

I think it is safe to say that we all view the development
of cable as the most important single policy igsue on the
communication front -- perhaps one of the most sianificant

domestic issues of this decade. Naturally, the Administration

wants to take its own careful and constructive look at the

problem befoﬁe any definitive policy is formulated.

?




We a2re hoping that we will bkc able to dcvelop a policy
on cable within the next few months. Our purpose in doing so
is not to cause the FCC to delay its proceedings, but rather
to provide a different persvective on cable regulation -- a
perspective we feel is badly needed.

The policy issues which OTP is studying are different from
the issues with which the FCC is presently concerned. The
President wants an imaginative, forward-looking policy - one
which .is sufficiently comprehensive to be a valid framework
for the next decade., We are not going to achieve that kind
.of policy framework by worrying about whether there should be
three distant signals or four or none; or by trying to resolve
the Byzantine enigma of "footnote 69." The FCC -- and those
of you here ét this conference -- are rightly concerned with
these immediate issues, because they are your bread and butter

issues. But those issues are not the real policy issues

government must ultimately address -- we must alen take the

longer and broader view,
Indeed, it was precisely for that purpose that the Office

of Telecommunications Policy was established. Our role is




quite simply to formulate executive branch policy on communi-
cation matters. We are not a regulatbry agency. Our interest
is in vpolicy, not the details of rules and rcgulationst Thus,
we would hope to formulate the policy framework within which
the FCC, the states, or the courts might regulate -- or nnt
regulate -- cable. A sound cable policy framework must
specify such matters as industry structure; common carrier

or limited carrier status; the degree and type of regulation;
jurisdictions; copyright in the broadest sense; access; owner-
ship;'public service uses;.and the effect on broadcasters and
on special classes of viewers.

I wish that I ccu predict for you aow tue iresulls of vus
policy-making efforts. Of course, I cannot. There are,
however, a few things that seem to us to be obvious and
fund@meé£il. Let me briefly outline three points.

First, it seems plain that cable is an important example

of a new technology which simply does not fit any of our

existing institutions. We want to avoid the danger of trying

to force cable into unnatural regulatory molds -- molds
developed for different purposes in different times. We need

a comprehensive new policy to deal with the special problems

-




and unique capabilities of cable. And we certainly do not .
want to repeat the mistakes all too apparent in our present
framework of broadcast regulation.

Second, the basic criterion by which the Administration
will assess the policy options is by their effect on the
viewin? public. Our principal concern is for people, and
the effect of our policies on pecople. The cable industry has
rightfully emphasized the herefits of cable to consumers,
and you must expect this to be the criterion by which you
will be judged. I think there is' a tendency for the regula-
tory process to get Eaught up in the short-run dynamics of
- gompeting industry viowpointce,
to the longer run impact on the public interest. This
tvpically results in a series of short-run, ad hoc decisions
kel pompé;miseq, really -- which never add up to a meaningful
policy. The potential impact and importance of cable make it

exceedingly hazardous to make cable policy by accumulating

a series of short-run compromises. Of course, I would be

less than candid if I did not admit that political pressures

present serious problems. Whatever policy we come up with

will have to be not only a good policy, but a timelv and

~nlitically ‘realistic policy.




Third, and in the same contoxt, it is perfectly cleir
that television service as we now know it is valued very
highly by the public. People spend a lot of time and money
on television. No policy will be good, or accentable to the
American people, if it threatens to reduce this basic levof
of television service. On the other hand, consumers also
value additional options very highly -- that is why people

subscribe to cable service. The promise of cable lies in

its potential for exnanding consumer choice, and in reducing

the cost of access to transmission facilities. But cable will

not reduce the cost of program creation. If we want necw and
better programming and new services of other kinds, more
money must be brought into programming than advertiser-
supported TV now seems able to producé. Cable must hake

way by offering the public new options that consumers or
advertisers are willing to pav for. It is very hard to find a
rationale for keeping people from paying for éomething they
would like to buy, particularly if the existing level of
advertiser-supported television service is not reduced.

We hope that we can develop a policy which will allow




and encourage cable to offer thc public a wide variety ol

new services, including but not limited to, entertainment,
while at the same time preserving or even augmenting the
quality and value of existing television service. Only in
this way can the full benefits of cable in terms of education,
public access, and other special uses be realized. While
these special community services offer the potential of great
benefit to the public sector, they can be achieved only if

cable is a viable bhusiness proposition in the private sector.™

Ccombining these three principles in a comprehensive

national policy is not going tc bec easy. Nevertheless, Llc time
for decision has arrived. I think that what we would like to
do is to formulate a policy which creates an industry
structure conducive to our policy goalé. This offers'a
clearer, more manageable regulatory approach than does the
highly detailed, meddlesome, and unpredictable Federal
regulation of the traditional sort.

As you know, the President asked that we have a special
cabinet-level committee to look into all aspects of éable

policy. The purpose of this committee is to provide a forum




within the Administration to discuss the important ideas,
explore the alternatives, and provide for the President the
views of the concerned Cabinet departments and Administration
officials. The purpose of establishing the committee is not,
as some have suggested, to delay the growth of cable, but

rather to acrelerate the development of cable policy.

The second generation of cable can be very exciting, but
we must be very certain that we create an environment in which
you can plan and grow into the far more important third
generation. Your potential and your claim to high level
government consideration lies in the diversity and =ervice

not in the quick : you can

make tomorrow.

You must recognize that you are laying the groundwork for

exciting future developments that will profoundly affect

this country's future. Although I have been talking tonight
mainly about the government's role in that development, we in
government - and particularly this Administration - realize
that the enerav aﬁd thrust -- the initiative and vitality --
must come from the private sector. I encourage you in vour

enthusiasm and vour vitalitv.

-
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I have an economist on my staff who tells me I should

make policies which make everyone better off -- or at l.ast -

no one worse off. Unfortunately, policy making is seldom

so easy. But the potential of cable is so great, and its
implications for our way of life so far-reaching, that we
really may be able to achieve this kind of "blue sky" goal
in the cable field. I hope we can all - government,
broadcaster, cable owner - work together to that end. I am

optimistic that the future is bright and I wish you well.

Thank you.




Remarks of Clay T. Wwhitehead, Director
Office of Telecommunications Policy
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Workshop on Cable Television tur Minority Municipal Otficiais
Washington, D. C.
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.

"Oh what a tangled web we weave/when first we practice to receive.

It sometimes requires a little modification, but Mr. Shakespcare
can usually be found to have a line appropriate to any subject.

I wish 1 had some wise words for you in this tangled web of CATV,
But in many ways, I would much rather empathize; we in the Federal
Government are struggling to come to grips with it just as you are.

It 1s a difficult problem. tirsr or all, we don't even know wn=t
CATV is: Is it Community Antenna Television or cable television? Does
it receive signals, or does it send them? Is it a technological frill or a

bright new broadcasting medium? Is it a force for certain kinds of social

change? a precursor of '""Big Brother'"? or a neutral forum for the open

exchange of ideas and entertainment?
. i
The answers to these questions depend somewhat on technology and
economics, somewhat on the services the public wants. But mostly, they

depend on what we in government -~ local, state, and national -- do about

it.

"




nmialing sense of cable TV willt »anuire technical and econemr~
analysis, social awareness, a bit of philosophy and foresight, and a lot
of common sense. The public discussion on this subject so far has been

v
short, or shallow, on almost all these ingredients. In such a situation,
common sense takes on especial importance. It alone is not enough. of
course, but then neither is economics, or philosophy, or social awareness.
Yet we have many who would prematurely decide the future of this potentially
great medium on the basis of one or two considerations alone.

It was only 50 years ago that broadcasting began. We have come a
long way in that short time, and our private enterprise system of over-the-
_air broz~~sting served us well. The Lroadcasting media alrcady L..ve
become the major means of distributing information and entertainment to
mass audiences. First radio, then television, now cable; and the rate of
technological change is continuing to accelerate. We are at the dawn of
an age where the electronig media will have an increasingly pervasive,

direct, and influential affect on the lives of our citizenry. It is significant

that a social commentator can say, with some credibility, that the medium

is becoming the message.

Several weeks ago, I spoke at the Columbia University School of
Journalism on the subject of public policy and the regulation of broadcasting.
The basic theme was that many -- if not most -- of the dissatisfactions

expressed about current over-the-air broadcasting result from the way




that indv~+»y has been structured by g~—crnmental policies rather thon
from failings inherent within the industry itself.
In the area: of public affairs programming, I suggested that much

of our current difficulty stems, in particulay from the way we have limited

and controulied acress to the radiov and TV channels. The concerns and
regulations dealing with station ownership, fairness, prime time
programming, and community needs in reality are roundabout expressions

of concern regarding the limited number of TV stations allowed in any

community and the limited access granted anyone but the station owacrs.

Many of the dissatisfactions with entertainment programming can be traced,
although not so visibly, to the same causes.

Many critics of broadcasting -~ and many broadcasters themeclves --
assume that this is the basic nature of things, that cable TV is the same
kind of cat, to be given the same kinds of incentives and put into the same
kind of restraints. But before we automatically strike out on the same
confused course for cable broadcasting, shouldn't we ask what our end
objectives are? and whether there aren't better ways of reaching them?

What is it your community really wants from cable? You no doubt want
all elements of the public and community interest tq be served in some
objective way without a lot of hassle. You probably want:

- a diversity of views and ideas available to your viewers




a diversity of good entertainment programming in good taste
availability for education, for civic use, for community involvement
rrasonable cost
moudern systems and the latest services
I hasten to point out that OTP has not itself fully explored all the
complexities of cable, nor how these objectives can best be achieved.

However, our studies so far convince us that many practical alternatives

do exist, and that cable need not necessarily go the confused policy route

of over-the-air regulation.

What arc some of these alternatives? They have not been adequately
‘explored, but perhaps some analogies would be helpful.

Telephone is the first analogy that comes to mind. . Both .
cable and telephone involve communications lines coming into the home
providing an important service. But that's about as far as the analogy
goes. In telephone service, all the cost is in the hardware; for cable it
is mostly in the programming, There are strong eleme;nts of natural
monopoly in telephone switching that are not present in one~-way cable
distribution. Competition in telephone service can lead to the need for
several telephones in order to be able to be connected to all other users;
competition in cable systems simply gives the consumer a choice of which

services he will subscribe to.




it reiephone is not an appropriat~ »nalogy, what about movic th=2ters?
No major qualitative differences really. Cable TV comes directly into the
home, and thereby affords more convenient choice of programming. Movie
theaters could, in principle, offer puhlic affairs programs and live news,
But then .novie theaters don't need access to public conduits aud dou’t need
to conneci physically to every home they serve. Movies are perhaps a
better analogy than telephone, but still not completely accurate.

Perhaps tr.ash collection is somewhat in between telephone and movies
as a policy analogy for cable. Both are quasi-public services; each can be
provided by municipal government or by private operators. Both have to
serve all areas of the community; each can be regulated in as much or as
little detail as government sees fit. Of course, we do not have a national
trash distribution system that is Federally regulated -- but with the current
concern over pollution, we may be moving toward a more complete analogy
than I intended. In any event, maybe the best off-hand analogy is the trash
collector or milk delivery man who takes up TV recorded cassette delivery
on the side.

These analogies shouldn't be carried too far; and I don't intend them
seriously as models for your deliberations, but thinking about them a bit
may help you put cable in some perspective compared with other municipal

services you have more experience with.
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While the best overall concept for cable policy and regulation is
not yet clear, some specific facts do stand out from our studies. I pass
them on to you in the hope that they will be helpful in deciding how your

community will proceed:

(1) Exclusive operating rights are unnecessary and unwise. Few

cable companies need the protection of exclusivity in order to wire your
community -~ although they obviously would like it if you care to give it
away. To be sure, in many towns once a single operator is in, there may
continue to be only one, If that turns out to be the case, and if the
operator vives good service, there is no need for exclusivity. If tuis ¢urns
out not to be the case, the city and its citizens will be the worse for having
granted exclusivity.

(2) ¥ranchise fees should be nominal, The value of cable to your

community is not the few added revenues you can get for municipal

government; its value is the profoundly important communications service
it can bring to your citizens. Excessive fees can discourage innovative and
modern system operators, encourage graft, and retard the growth of

cable services in your community, Let it grow; and tax it like any other

business.




(2} Municipal ownership ic not 22t for your citizens oxr your

municipal government. It is the exclusive franchise carried to the absurd.

Cablc sysiems require large amouants of capital and the revenues a.c far

in the future; a municipally owned sysi:rnn would almost inevitably be an
obsolete, limited system, Municipal ownership of various service industries
was a fad at one point in our history, but it is contrary to all the best current
thinking on the S}lbjcct, liberal and conservative alike.

(4) Be wary of '"free' channels reserved for special purposes,

Rescrvéd channels for educational stations made sense in over-the-air
broadcastiing because of the severely limited number of channels and the

law that private broadcast station owners were not common carriers.

With cable, the total number of channels is limited only by demand ~- or
government policy. Transmission costs are trivial compared to programming
costs. Reserved '"free' channels for cable will pass the costs on to the
consumer in a regressive Way. We do not reserve movie houses for

blacks or for educational films; we do not require so many hours of free

film for poor pcople or provide free trash collection to public interest

groups. Does it make sense to do so in cable? Access and subsidy can

be achieved in more direct ways that raise far fewer political headaches

and better serve the public.




(5) Ton't automa tically treat ca®»'~ as a public utility., ‘L'here ave

strong reasons why we treat some public services as utilities and not
others -- and those reasons revolve around getting maximum benefit for
the individual user. Most of those elements of a public utility, such as
large economies of scale or wasteful duplication arising from compuciition
are not readily apparent in cable. It is true that we tend to automatically
associate communications with tight regulation, but then we don't treat
newspapers or movies that way., Let's get our analogies right before we
lock ourseives in, Many vital public services are best achieved with
minimal, but purposeful, municipal involvement. To go back to trash
‘collection for a moment, the vital public interest is sanitation, convenience,
and low cost. In spite of the overwhelining importance to our national

health of nmblic sanitation, we find that the best approach is a mix of

private competition with governmental prescription as te standards of

cleanliness, frequency of collection, and such. Even though all the
information is not yet in, the same also may be the case with cable.
Simple requirements on the cable operator of nondiscriminatory access,
equal service to all households, and the like might well achieve your end
objectives far better than extremely detailed municipal or Federal

regulation ever could.
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vy aeneral message, then, can Le summed up in two thoughts:
Go slow and don't lock yourselves in. The great hay-day of cable is not
1971 == or 72 or 73, It will take time to develop;-its potential and i+ nature
will evolve., It is casy to add restrictibns as the need arises; it is almost

impossiblc to remove privileges once they are granted.

It ic up to you in the cities and to us in Washington to see that cable

develops wisely. The potential of broadcasting, whether by cable or over-

the-air, for dealing constructively with the problems of minority groups in

American society is tremendous. Neither our rapid progress in civil
rights nor our increased sensitivity to +ha problems of the citics oi , ural
areas would have been possible without the impact of television.

But your main concern should be a vital, flexible, low-cost, many -
channel, eusy access broadcasting system that ties us together as a people,
The hardware of communications should not be physically structured or
divided up in time to enforce separate-but-equal service to minorities
of any sort., Rather, we should seek the widest possible opportunities for
access and let the man with the nessage and the would-be listener or

viewer find each other out.
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The President's Advisory Council on Executive Organization,
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Politics and Popular Government,
Bartley, Kristol, Evans, Carter, Weaver and Will -
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Television and Growing Up: The Impact of Televised Violence -
Report to the Surgeon General, U.S. Public Health Service,
The Surgeon General's Scientific Advisory Committee on
TV and Social Behavior, January, 1972.

Conference on Communications Policy Research,
Office of Telecommunications Policy,
Papers and Proceedings, Nov. 17-18, 1972.

Technical Analysis of VHF Television - Broadcasting Frequency,
Agsignment Criteria,
Office of Telecommunications Policy, October 1973.

The Comparative Renewal Process in Television: Problems and
Suggested Solutions,
Henry Geller, Rand Report {P-5253, August 1974.

The Economics of Prime Time Access,
Alan Pearce, prepared for the Federal Communications
Commission, September 1973.

The Economics of Network Children's Television Programming,
Alan Pearce, July, 1972, (FCC).

The Fairness Doctrine and Cable Television,
Steven J. Simmons (Reprint, June 1974).

The Regulation of Broadcasting in the U.S.
Vincent Mosco, October, 1974 (Draft).

Accuracy in Media, Inc.-Complaint concerning Fairness Doctrine
re NBC - May 2, 1973, Report 26-29 (7/18/73).
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Fairness Doctrine - Staff Report prepared for the
Subcommittee on Communications, 90th Cong. 2d Session, 1968.

Subscription Television - 1969 - Hearings before the
Subcommittee on Communications and Power of the Comm.
on Interstate and Foreign Commerce, H.R. 420 (Serial No. 91-37).

Public Television Act of 1967 - Hearings before the
Interstate and Foreign Commerce, House of Representatives
H.R. 6736 and S. 1160 and H.R. 4140 (Serial No. 90.9),
July 11, 12, 13, 14, 17, 18, 19, 20, and 21, 1967.

The Public Television Act of 1967 - Hearings before the
Subcommittee on Communications of the Committee on
Commerce - U.S. Senate, S. 1160 - April 11, 12, 13, 14,
25, 26, 27 and 28, 1967 (Serial 90-4).

ASES:

Teleprompter Corp. et al v. Columbia Broadcasting,
January 7, 1974, No. 72-1628 (Supreme Court).

Red Lion Broadcasting v. Federal Communications Commission
et al. and US et al v. Radio Television News Directors
Association, June 9, 1969, Nos. 2 and 717, October Term,
1968 (Opinion, Supreme Court).

Brandywine - Maine Line Radio, Inc., v. Federal Communications
Commission, Greater Philadelphia Council of Churches, et al,
Appeal from the Federal Communications Commission, decided
September 27, 1974 (U.S. Court of Appeals, D.C. Circuit
No. 71-1181).

NBC, Inc. v. Federal Communications Commission and the U.S.A.,
Accuracy in Media - Petition for Review of an Order of the
FCC, decided September 27, 1974 (U.S. Court of Appeals #73-2256).

Columbia Broadcasting System, Inc. v. Democratic National Committee,
argued October 16, 1972, decided May 29, 1973, (Supreme Court
of the U.S. #71-863). '

Tornillo v. The Miami Herald Publishing Co.,
Appeal case #43,009, filed July 18, 1973, (Supreme Court
of Florida).
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Associated Press v. U.S.

Opinion of the Court written by Justice Black
Ref. 326 U.S. 1 (1945)

The Listners Right to Hear in Broadcasting
Stanford Law Review, Vol 22, No. 4, April 1970.

U.S. Law Week,
Article, June 25, 1974.

Disputes Over Station Format Changes

10, Citizens Committee to Preserve the Voice Sf the Arts in
Atlanta v. FCC, 436 F.2d 263, 20 R.R.2d 2026 (D.C.Cir.1970)

11. Lakewood Broadcasting Service, Inc. v. FCC, 27 R.R.2d 543
(D.C. Cdus®1973)

12, Citizens Committee to Keep Progressive Rock v. FCC,
27 R.R. 2d 463 (D.C. Cir. 1973).

Citizens Committee to Save WEFM v. FCC, 28 R.R. 2d 1251 (D.C.
Clys 1873),

MISCELLANEOUS

1 The FCC and the First Amendment - Observations on 40 Years
of Radio and Television Regulation,
Glen 0. Robinson, Reprint, Minnesota Law Journal,
November, 1967.

Content Duplication by the Networks in Competing Evening Newscasts,
James Lemert, Reprinted from Journalism Quarterly,
Vol. 51, No. 2.

The American Press and the Revolutionary Tradition,
Vermont Royster; Lecture Series on the Bicentennial,
Dinkelspiel Auditorium, Stanford University, March 6,

Statement before the Subcommittee on Constitutional Rights,
Clay T. Whitehead, February 2, 1972,
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11.

12,

13.

14‘

15'

16.

17.

18.
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Remarks before San Francisce Chapter, National Academy of

Television Arts and Science,
Clay T. Whitehead, September 14, 1972 (Mark Hopkins).

Information Technologies and Control Over Learning,
Paul DiMaggio and Nikki Zapol, 16 September, 1974,
working paper 74-8.

Judicial Restraintson the Press,
Donald M. Gillmore, paper presented March 1974.

A proposal to Deregulate Broadcast Programming;
Henry Goldberg, reprint - George Washington Law Review,
Vol. No. 42, November 1973.

Compendium of Public Statements.

Cable Report by o - o,
Broadband Demonstration Programs in Japan,
(Japanese Edition).

Executive Order Assigning Telecommunications Functions,
No. 11556.

Reorganization Plan No. 1 of 1970, prepared by the

President and Transmitted to Senate and the H.R.
February 9, 1970.

Declaration of Policy and Purpose: Title 1- Short Title,
Declaration of Policy and Definitions.

Section by Section Analysis of the International Satelite
Communications Act of 1974, Sections 101-108.

Comments of Comsat, FCC and Senate Departments on Certain
provisions of Office of Telecommunications Policy
Amendments to the Communications Satellite Act of 1962,

Comments of the Office of Telecommunications before the
FCC, in the matter of Establishment of Domestic

Communications Satellite Facilities by Non-governmment entities.

Address at Federal Communications Bar Association luncheon,
Antonin Scalia, Office of Telecommunications Policy,
Washington, January 13, 1972.

Future Directions'of Government Communications Policy;“‘

Henry Goldberg, Office of Telecommunications Policy,
remarks before Joint Luncheon of the Institute of
Electrical and Electronic Engineers and the Association
of Federal Communications Consulting Engineers,

'~ Washington, September 20, 1973,




Conclusions and Recommendations re Land Mobile Radio Service
in the 900 MHZ Band ;

Office of Telecommunications Policy, (FCC Docket No. 18262).

Public Broadcasting Financing Act of 1974 -
Comparison with Existing Law Support B -
Corporation for Public Broadcasting, Section 396.

Bill proposed to Amend certain Provisions of the Communications
Act of 1934 to provide long-term financing for the
Corporation for Public Broadcasting and for other purposes,by
Office of Telecommunications Policy.

Office of Telecommunications Policy Submits Long-range funding
Bill for Broadcasting,
Office of Telecommunications Policy, news release
dated July 16, 1974,

Summary and Section Analysis, Cable Communications Act of 1974,
Sections 701-711 (Draft).

Bill proposed to Amend Certain Provisions of the Communications
Satelite Act of 1962, as amended, by
Office of Telecommunications Policy.

Broadcast Licence Renewal Act,

M. Pastore, report dated September 1974,
H.R. 12993,

Report on Activities and Programs,
Office of Telecommunications Policy
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EMERGING PROBLEMS IN BROADCAST REGULATION

I. UNDERLYING LEGAL THEORIES \ Page

Near v. Minnesota, 283 U.S. 697 (1931) (excerpt) (e |

Trinity Methodist Church, South v. FRC, 62 F.2d 850 1-28

(D.C. Cir. 1932)
National Broadcasting Co. v. U.S., 319 U.S., 190 (1943) (excerpt) 1-33

Robinson, The FCC and the First Amendment: Observations on 40O Years
of Radio and Television Regulation, 52 Minn. L. Rev. 67 (1967) I-52

Supplementaery Readings:

Kalven, Broadcasting, Public Policy and the First Amendment, 10 J.L.
& Econ. 15 (1967)

Marke, Broadcasting and Censorship: First Amendment Theory After
Red Lion, 38 G.W.L.Rev., 97h (1970)

II. THE FAIRNESS DOCTRINE

A. History and Mechanics

Editorializing by Broadcast Licensees, 13 F.C.C. 1246, 1 R.R.

91-201 (1949) (excerpt) II-1
En Banc Programming Inquiry, 20 R.R. 1901 (1960) IT-10
Applicability of the Fairness Doctrine in the Handling of Contro-
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Notice of Inquiry, Do. 19260, 2 R.R. Cur. Serv. 53:451 (1971) IT-47

B. Constitutional Problems

Red Lion Broadcasting Co. v. FCC, 381 F.2d 908 (D.C, Cir. 1967) 1I-59
Radio Television News Directors Ass'n v, FCC, 400 F.2d 1002

(Tth Cir. 1968) II1-82
Red Lion Broadcasting Co..v. FCC, 395 U.S. 367 (1969) 1I-10%

Blake, Red Lion Broadcasting Co. v. FCC: Fairness and the Emperor's
New Clothes, 25 Fed. Comm. B.J. 75 (1969) I1-139
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Barron, An Emevping First Amendment Rignt of of Access to the Media?

37 G. W. L. Rev. 437 (1969)

Business Executives Move for Vietnam Peace (BEM) 450 F.2d 642,
22 R.R.2d 2989 (D.C. Cir. 1971)

CBS, Inc. v. Democratic National Committee, 412 V.8, 94,
27 R.R.2d 9C8 (1973)

Johnson & Westen, A Iwcntlnrh -Century Qoannow. The Right to
Purchase Radio u1h ,lgg}l'on Igil, 37 Va. L. Rev. 574 (1971)

Note, Free Speech and the Mass Media, 57 Va. L. Rev. 636 (1971)

Chicago Joint Board, Amalgawmated Clothiag Workers v. Chicago
Tribune, 435, F.2d 470 (7th Cir. 1970)

Supplemertary Readings:

Barron, Access--The Only Choice for the n01117 48 Tex. L. Rev. (1970)
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Malone, Broadcasting, the Reluctant Dragon: Will the First

Amendm\nt _Right or . \crows End thu 5unprg1;1n5 of Controversial
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A. The Cirarette Case

Application of the Fairness Doctrine to Cigarette Advertising,
9 F.C.C.2d 921, 11 R.R.2d 1901 (1967).

Banzhaf v. FCC, 405 F.24 1082 (D.C. Cir. 1968).

Metromedia, Inc., 15 R.R.2d 1063 (1969).

National Broadcasting Co., 15 R.R.2d 1065 (1969).

Capital Broacdcasting Co. v. Mitchell, 333 F.Supp. 582, 23 R.R.2d 2001
(D.C. Cir. 1971).

B. Later Develorments

Retail Store Employees Union v. FCC, k436 F.2d 248, 20 R.R.2d 2005
(D.C. Cir. 1970).

Green v. FCC, 497 F.2d 323, 22 R.R.2d 2022 (D.C. Cir. 1971).

Friends of the Earth v. FCC, 449 ¥F.2d4 116k, 22 R.R.2d 2145
(D.C. Cir. 1971).
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OBSCENITY AND OTHER "INDECENT" PROGRAMMING

A. The General Standard

Note, Morality and Broadcasting, 84 Harv., L. Rev. 664 (1971)
(excerpt).

Cohen v. California, 403 U.S, 15 (1971).

B. Cases Involving Broadcast Programming

Palmetto Broadcasting Co., 23 R.R. U83 (1962).
Pacifica Foundation, 1 R.R.2d 74T (196h),

Eastern Educational Radio, 18 R.R.2d 860 (1970).

Jack Straw Memorial Foundation, 18 R.R.2d Llh (1970),
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VI. AGENCY ACTION CONCERNING NEWS AND DOCUMENTARY PRACTICES

American Broadcasting Company, 15 R.R.2d 791 (1969)

WBBM-TV, 16 R.R.2d 207 (1969)

CBS Program "Hunger in America," 17 R.R.2d 675 (1969)

Letter to Hon. Harley O. Staggers, 21 R.R.2d 912 (1971)
NBC "Today" Program, 31 FcC2d 84T (1971)
Supplementary Readings:

Note, The First Amendment and Regulation of Television
News, 72 Columbia L. Rev. Th6 (1972)
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[ U.S. Independent Telephone

Association Co*lfo._rcncc

<2 National Chamber's

Communications Committee

J WINCON Conference

4 Electronics Industries
Association

o -~ .o - .
s Jouint Cuuwacil on Educational

Telecommunications

¢ National Association of
Manufacturers

7 McGill University Seminar

J EDUCOM

¢ National Cable Television
Association

10/20/69
(Informal)

1/14/70
(Prepared
Notes)

2/11/70
(Informal)

3/10/70
(Prepared
Notes)

3/25/7u

{ln1nrrnnl)

3/31/70
(Prepe~ed
Notes)

4/10/70
(Prepared
Notes)

4/15/70
(Prepared
Notes)

4/30/70
(Prepared
Notes)

-

Sheraton-Park Hotel

Sheraton-Carlton Hotel

Biltmore Hotel, L.os Angeles

Statler-Hilton Hotel

Philip Murray Bailding

Wachinotan . 1} (1
- - .

Army-Navy Club

McGill University
Montreal, Canada

Conference Inn, Holiday Inn

Boston, Massachusetts

Palmer House, Chicago
[




National Association of
Yanecational Broadcasters

Armed Forces Communica~
tion and Electronics
Association Conyention

International Municipal
Signal Association

Tele-Communications
Asscciation Video Taping

IEEE Broadcast
Symposium

U. S. Independent
Telephone Association

NARUC

IEEE Vehicular Technology
Group

Alfred 1. DuPont- Columbia
University Awards in
Broadcast Journalism

National Academy
of Engineering

Federal Communications
Bar Association

Workshop on CATV for

5/21/70

_Q;\.ff?:‘mal)

6/2/70
(Prepared
Notes)

8/3/70
(Prepared
Notes)

9/18/70
(Prepared
Notes)
9/25/70
(Prepared
Notes)-

10/13/70

11/17/70

12/2/70

12/16/70

1/7/71

(Informal)

1/28/71

(Informal)

2/13/71

Minority Municipal Officials

Nat'l Assoc, of Television
Program Executives, Inc.

2/17/171

International Club

-

. Sheraton Park

Diplomat Hotel

Logos Production Studios
Arlington, Va.

Washington Hilton Hotel

Honolulu, Hawaii

Las Vegas, Nevada

Statler-Hilton

New York, New York

National Academy of Sciences
Washington, D. C.

Army-Navy Club
Washington, D. C.

Howard University
Washington, D, C.

Houston, Texas

*Delivered by Dr. Mansur because Mr. Whitehead was in the hospital.




23. Electronic Industries Assoc., 3/‘)/71 Statler-Hilion Hortel
. (Prepared Washington, D. C.
Notes) _

MIT /Harvard Seminar : 3/11/71 Harvard Law School
(Informal) Cambridge, Mass,

"Independent Telephone Pioneers 4/15/171 National Press Club
Association (Informal) Washington, D. C.

Yale Seminar on Television 4/22/71 Yale University
and the public interest

Montana Greater Montana 5/21/71 University of Montana
Foundation Award Ceremony Missoula, Montana

International Communications 6/2/71 Atlanta, Georgia
Association

Society of Civil Engineers of | 6/9/71 Paris, France
France

30. National Cable Television 7/8/71 Washington, D. C.

Association

American Bar Association 7/14/71 - London, England

Office of Communication, 9/13/71 ' :Név? York, New York
United Church of Christ = ‘

USITA D= 9/16/71 - Key Bridge Marriott
(No text) Arlington, Va,

National Association of Radio 9/24/71 Washington, D, C,
Telephone Systems (ho text) :

Ohio Assoc, of Broadcasters 9/29/71 Columbus, Ohio

International Radio and Television 10/6/71 New York, New York
Society

Kansas State University, 10/8771 Manhattan, Kansas
Fall Managers Seminar (no text)




National Association of 10/20/71 Miami Beach, Florida
Educational Broadcasters .

-

National Association of 11/11/71 Washington-Hilton Hote)
Manufacturers Telecommuni- (no text) Washington, D.C.
cation Committee

National Association of 11/17/71 Dallas, Texas
Broadcasters Regional
Conference

=

-

University of Texas, School 11/18/71 Austin, Texas
of Communications, Under-

graduate Communications Class

301: "Introduction to Mass

Communications"

Arizona Broadcasters Associa- 12/3/71 Phoenix, Arizona
tion

Hollywood Radio and Television 12/6/71 L.os Angeles, California
Society
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LIST OF MATERIAL

BOOKS

L Talking Back: Citizen Feedback and Cable Technology,
Ithiel Pool, 1973.

Economic Aspects of Television,
Noll, Peck, McCowan, 1973.

The First Freedoms
Bryce W. Rucker.

The Radio Spectrum - Its Use and Regulation,
Brookings Institution, and Resources For The Future,
Washington, D.C. 1968.

How to Talk Back to your Television Set,
Nicholas Johnson.

The People's Instruments
Robert J. Blakely

Survey of Broadcast Journalism'68 -'69 -
The Alfred I.DuPont Columbia University; Edited by
Marvin Barrett.

Survey of Broadcast Journalism 69-70 -
The Alfred L. DuPont Columbia University; Edited by
Marvin Barrett.

Where He Stands - The Life & Convictions of Spiro T. Agnew,
Introduction by Richard M. Nixon.

Puhlic Television = A Program for Action - The Report of the

Carnegie Commission on Educational TV by
Conant, DuBridge, Ellison, et al.

Mass News — Practices, Controversies and alternatives, Edited by
David J. LeRoy and C.H. Sterling

Martin Mayer, 1972.

Aspen Notebook on Government and the Media
Rivers and Nyhan.

The Business Behind the Box by Les Brown returned to library.




CORRESPONDENCE :

ds Letter from Clay T. Whitehead, Office of Telecommunications Policy, to
Honorable John Pastore, dated April 2, 1974 (duplicate).

Letter from Clay T. Whitehead, OTP, to
Honorable Carl Albert, dated July 16, 1974 with enclosure
re Public Broadcasting Financing Act of 1974.

Letter from John Eger, Office of Telecommunications Policy, to
Honorable William Saxbe, October 11, 1974.

Letter from Clay T. Whitehead, OTP,to
Honorable Dean Burch, dated August 17, 1973.

Letter from Henry Goldberg, OTP, to
Vincent J. Mullins dated September 20, 1974 re
Consideration of the Operation of, and Possible Prime
Time Access Rule, Section 73, 658 (k) of the
Commission's Rules, Docket 19622 (duplicate).

Letter from Clay T. Whitehead, OTP, to
Honorable Carl T. Albert, dated March 13, 1973.

Letter from Clay T. Whitehead, OTP, to
Richard E. Wiley, dated May l4th, 1974.

Letter from John Eger, OTP, to
Honorable Richard E. Wiley, dated November 21, 1974,

Memoraundum from Clay T. Whitehead, QTP to
Heads of Executive Departments and Agencies
re: Relationships of GSA FPMR - 101-35 to OTP-
Circular No. 12, Dated March 4, 1974.

Memorandum from Clay T. Whitehead, OTP to
Heads of Executive Depts. and Establishments;
re: Frequency Spectrum Policy Concerning the
Development and/or Procurement of Communication
Electronics Systems, dated November 24,1972,

Memorandum from Clay T. Whitehead, OTP,to
Heads of Executive Depts. and Establishments;
re Federal Use of Commercial Telecommunications Service.




REPORTS :

1.

Cable Television: Making Public Access Effective,

Richard C. Kletter, Rand #R1142 - NSF, May '73.

Cable Television - The Mandatory Origination Requirement for
Cable Systems,
Harry Geller, Ford Foundation Grant - Rand #R1548-FF
August '74.

Newspaper - Television Station Cross-ownership: Options
For Federal Action,
Baer, Geller and Grundfest - J.M. Markle Foundation Grant
Rand #R-1585-MF, September '74.

Cable Television: A Summary Overview for Local Decisionmaking,
Walter S. Baer, NSF and RANN Grants, February '73,
Rand #1134 NSF.

The Fairness Doctrine in Broadcasting: Problems and Suggested

(ourses of Action,
Henry Geller, Ford Foundation Grant, Dec. '73. (Rand).

Cable Television and the Question of Protecting Local Broadcasting,
Leland L. Johnson,

Markel Foundation Grant, Rand Report #R595-MF, October, '70.

Cable Television: Opportunities and Problems in Local Program

Origination,
N.E. Feldman, prepared for Ford Foundation,
Rand Report #R570-FF, September 1970.

Interactive Television: Prospects for Two-Way Services on Cable,

Walter S. Baer - Markel Foundation Grant, Rand Report #R888-MF
November, 1971.

The Exclusivity Provisions of the Federal Communications Commission's
Cable Television Regulations,
Rolla Edward Park - Ford and Markle Grants,
Rand Report #R1057-FF/MF, June, '72.

A Modest Proposal to Reform the Federal Communications Commission,
Henry Geller, Rand #P. 5209, April, 1974.

39th Annual Report / Fiscal Year, 1973,
Federal Communications Commission.




REPORTS (cont..)

L Analysis of the Causes and Effects of Increases in Same
Year Rerun Programming and Related Issues in Prime-Time
Network T.V.
Office of Telecommunications Policy, March, 1973.

A New Regulatory Framework - Report on Selected Independent
Regulatory Agencies,
The President's Advisory Council on Executive Organization,
January, 1971.

Politics and Popular Government,
Bartley, Kristol, Evans, Carter, Weaver and Will -
Domestic Affairs Studies.

Television and Growing Up: The Impact of Televised Violence -
Report to the Surgeon General, U.S. Public Health Service,
The Surgeon General's Scientific Advisory Committee on
TV and Social Behavior, January, 1972.

Conference on Communications Policy Research,
Office of Telecommunications Policy,
Papers and Proceedings, Nov. 17-18, 1972.

Technical Analysis of VHF Television - Broadcasting Frequency,
Apsignment Criteria,
Office of Telecommunications Policy, October 1973.

The Comparative Renewal Process in Television: Problems and
Suggested Solutions,
Henry Geller, Rand Report #P-5253, August 1974.

The FEcopomics of Prime Time Access,
Alan Pearce, prepared for the Federal Communications
Commission, September 1973.

The Economics of Network Children's Television Programming,
Alan Pearce, July, 1972, (FCC).

The Fairness Doctrine and Cable Television,
Steven J. Simmons (Reprint, June 1974).

The Regulation of Broadcasting in the U.S.
Vincent Mosco, October, 1974 (Draft).

Accuracy in Media, Inc.-Complaint concerning Fairness Doctrine
re NBC - May 2, 1973, Report 26-29 (7/18/73).




CONGRESSIONAL HEARINGS

Fairness Doctrine - Staff Report prepared for the
Subcommittee on Communications, 90th Cong. 2d Session, 1968.

Subscription Television - 1969 ~ Hearings before the
Subcommittee on Communications and Power of the Comm.
on Interstate and Foreign Commerce, H.R. 420 (Serial No. 91-37).

Public Television Act of 1967 - Hearings before the
Interstate and Foreign Commerce, House of Representatives
H.R. 6736 and S. 1160 and H.R. 4140 (Serial No. 90.9),
July 11, 12, 13, 14, 17, 18, 19, 20, and 21, 1967.

The Public Television Act of 1967 - Hearings before the
Sutcommittee on Communications of the Committee on
Commerce - U.S. Senate, S. 1160 - April 11, 12, 13, 14,
25, 26, 27 and 28, 1967 (Serial 90-4).

COURT CASES:

< Teleprompter Corp. et al v. Columbia Broadcasting,
January 7, 1974, No. 72-1628 (Supreme Court).

Red Lion Broadcasting v. Federal Communications Commission
et al. and US et al v. Radio Television News Directors
Association, June 9, 1969, Nos. 2 and 717, October Term,
1968 (Opinion, Supreme Court).

Brandywine - Maine Line Radio, Inc., v. Federal Communications
Commission, Greater Philadelphia Council of Churches, et al,
Appeal from the Federal Communications Commission, decided
September 27, 1974 (U.S. Court of Appeals, D.C. Circuit
No. 71-1181).

NBC, Inc. v. Federal Communications Commission and the U.S.A.,
Accuracy in Media - Petition for Review of an Order of the
FCC, decided September 27, 1974 (U.S. Court of Appeals {#73-2256).

Columbia Broadcasting System, Inc. v. Democratic National Committee,
argued October 16, 1972, decided May 29, 1973, (Supreme Court
of the U.S. #71-863). '

Tornillo v. The Miami Herald Publishing Co.,
Appeal case #43,009, filed July 18, 1973, (Supreme Court
of Florida).




CASES (cont.)

Associated Press v. U.S.
Opinion of the Court written by Justice Black
Ref. 326 U.S. 1 (1945)

The Listnere Right to Hear in Broadcasting
Stanford Law Review, Vol 22, No. 4, April 1970.

U.S. Law Week,
Article, June 25, 1974.

Disputes Over Station Format Changes

10, Citizens Committee to Preserve the Voice éf the Arts in
Atlanta v. FCC, 436 F.2d 263, 20 R.R.2d 2026 (D.C.Cir.1970)

1)% Lakewood Broadcasting Service, Inc. v. FCC, 27 R.R.2d 543
(D.CsGirs 1973)

42 Citizens Committee to Keep Progressive Rock v. FCC,
27 RR. 2d 463 (D.C. Cir. 1973).

Citizens Committee to Save WEFM v. FCC, 28 R.R. 2d 1251 (D.C.
Cir. 1973);

MISCELLANEOUS

I The FCC and the First Amendment - Observations on 40 Years
of Radio and Television Regulation,
Glen 0. Robinson, Reprint, Minnesota Law Journal,
November, 1967.

Content Duplication by the Networks in Competing Evening Newscasts,
James Lemert, Reprinted from Journalism Quarterly,
Vol. 51, No. 2.

The American Press and the Revolutionary Tradition,
Vermont Royster; Lecture Series on the Bicentennial,
Dinkelspiel Auditorium, Stanford University, March 6, 1974,

Statement before the Subcommittee on Constitutional Rights,
Clay T. Whitehead, February 2, 1972.




Remarks before San Francisco Chapter, National Academy of
Television Arts and Science,
Clay T. Whitehead, September 14, 1972 (Mark Hopkins).

Information Technologies and Control Over Learning,
Paul DiMaggio and Nikki Zapol, 16 September, 1974,
working paper 74-8.

Judicial Restraintson the Press,
Donald M. Gillmore, paper presented March 1974.

A proposal to Deregulate Broadcast Programming;
Henry Goldberg, reprint - George Washington Law Review,
Vol. No. 42, November 1973.

Compendium of Public Statements.

Cable Report by |- 45 .
Broadband Demonstration Programs in Japan,
(Japanese Edition).

Executive Order Assigning Telecommunications Functions,
No. 11556.

Reorganization Plan No. 1 of 1970, prepared by the
President and Transmitted to Senate and the H.R.
February 9, 1970.

Declaration of Policy and Purpose: Title 1- Short Title,
Declaration of Policy and Definitions.

Section by Section Analysis of the International Satelite
Communications Act of 1974, Sections 101-108.

Comments of Comsat, FCC and Senate Departments on Certain
provisions of Office of Telecommunications Policy
Amendments to the Communications Satellite Act of 1962.

Comments of the Office of Telecommunications_before the
FCC, in the matter of Establishment of Domestic
Communications Satellite Facilities by Non-government entities.
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I am delighted and honored to be here with you today. The

completion and dedication of this impressive second unit of the Newhouse

Communications Center has a significance that goes far beyond this moment
and this campus. Thousands of young people will be going out of this
building, as from its great sister building devoted to the print media,

to become the architects and builders of the journalism of the future.

To all of them, the name of Samuel I. Newhouse should be a constant
reminder of a remarkable career in communications. It spans over half a
century and embraces newspapers, magazines, radio and television stations.
His achievement is eloquent testimony that one medium, to be strong, need
not weaken another but can strengthen it -~ that a new medium, to be
effective, need not destroy an old, but can constructively change it.

This magnificent building is also a powerful reminder of a great revolu-
tion in communications =~ the use of broadcast signals to bring the events,

personalities and issues of the outside world into the living room. And

it seems to me wholly appropriate that Newhouse II (as, I am told, it has

already become known) devoted to studies in broadcast and film communi-

cations, has been built in close proximity to Newhouse I, devoted to
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studies in the print media. For one of the great battles that broadcast
journalism has been fighting in this country, since its beginning in

the late 1920's, has been to establish the principle that a free press
must be inclusive if it is to serve its common purpose in a free
society. This means recognition that journalism transmitted over the
air should not, for that reason, be inhibited by government, any more
than the print media should be, from informing the people, from con-
tributing and stimulating informed discussion among them and from
helping to enable them to take the action essential to effective self-
government .

The fight for this recognition -~ and it is a battle we in
broadcasting are still fighting -- has not been easy. In the first
place, broadcast stations are licensed by the Federal government. Ori-
ginally, this was for technical reasons == to avoid chaos in the use of
the airwaves -- a fact that has often been forgotten. There was also
believed to be a quantitative factor involved -- "the scarcity principle,"

which, as I shall point out later, has turned out to be more theoretical

than real. This centered on the technical fact that there had to be,

in the spectrum, some limit on the number of broadcasting stations, whereas
there was no technical limit on the number of newspapers that could be
printed. As it turned out, economic realities came to be more limiting
in newspaper publishing than technical realities did in broadcasting.

In the actual evolution of broadcasting as an information medium,
however, I think that most broadcasters were far less concerned with

theoretic considerations than with a respect for its sheer strength as a




medium. Consequently, we saw it as our clear responsibility to protect
the public from the misuse of broadcasting as a result either of government
interference or pressure or of possible selfish or biased interests of
broadcasters themselves. At CBS -- and I think generally throughout
broadcasting -- the principles of fairness in dealing with news and public
affairs -- as well as other guidelines to assure responsible broadcasting
in this area -- were voluntarily and painstakingly arrived at and put into
practice. At the same time it was -- and remains -- our firm conviction
that what constitutes fairness should be determined by those responsible
for the operations of the media and not by a governmental agency policing
them and imposing upon them its own definitions and its own arbitrary
rulings.

The long and continuing struggle of broadcast journalism to assert
and maintain its position as part of the free press has centered very
largely on this issue: whether defining and resolving problems of fairness
should be left, under the principles of the First Amendment, to broadcasters,
who are answerable to their audiences, vulnerable to their competitors and
exposed to constant public criticism, or whether it should be left to a
government agency to determine these matters.

Historically, the Fairness Doctrine was not formally enunciated as

a policy of the Federal Communications Commission until 1949, when it was

adopted as part of an FCC report upholding the right of broadcast licensees
to editorialize. The purpose of the Fairness Doctrine was to insure that
the exercise of the right to editorialize did not lead to rampant bias on
the air. The new policy was designed not to repress the expression of

opinion but on the contrary to stimulate a multiplicity of opinions. Despite




its good intentions, however, the Fairness Doctrine had implicit dangers
in that it conferred upon a government agency the power to judge a news
organization's performance. In recent years, this danger has become real
as the FCC began considering complaints on a broadcast-by-broadcast basis,
almost line-by-line and minute-by-minute. One station, for example, was

ruled unfair because the FCC found that, on one news program, "approximately

425 lines were devoted to expression of views opposing the legalization of

casino gambling whereas approximately 115 lines were devoted to the propo-
nent's views." Inevitably, such super-editing by a govermment agency has
become a vexing symbol of broadcasting's second-class citizenship in
journalism. Misapplication of the principle became a springboard for
attack on the media by various government officials for purposes unrelated
to the original concept of fairness. Such attacks, if they had not been
resisted, would long since have led to the weakening of broadcasting as

an arm of the free press and have destroyed its ability to function as an
effective tool of democratic life and growth. In recent years the symptoms
of broadcast journalism's second-class status have become so clear as to
reveal how the Fairness Doctrine can be used as a device to influence the
content of news and public affairs broadcasting.

This is not a matter of seeing ghosts lurking in every corner.
Consider some of the actions and trends emerging in just the past five years,
to restrict or condition the freedom of broadcasting to operate fully and
freely in the public interest -- as the press always has -- undirected by
judicial commands, unhampered by bureaucratic reviews, unchallenged by

administrative probings and unthreatened by executive reprisals.




In 1969 the Supreme Court decided that the FCC had the power under

the Fairness Doctrine to promulgate its so-called "personal attack” rules,
which require broadcasters to follow automatic notification and requirements
for time to reply whenever the "honesty, character, integrity" of a person
or group is questioned. While certain news broadcasts are exempt from the
rules, First Amendment values are, nevertheless, campromised when a govern-
mental commission becomes the final arbitrator of journalistic fairness

and can prescribe the remedy. Recent events demonstrate the fundamental
danger of lodging with a govermmental commission -- however well intentioned
it may be -- the power to review and penalize broadcasters as a result of

a finding that a particular news broadcast was "unfair,"

Already attempts have been made to extend the principle to entertainment

and advertising. To cite a recent example in entertainment, perhaps one
of the most distinguished dramas ever presented on television, "The
Autobiography of Miss Jane Pittman," the story of a former slave, was the
subject of a complaint demanding time on the grounds that it put whites
in an unfavorable light -- a complaint which the FCC wisely rejected. 1In
commercials, some complaints under the Fairness Doctrine have assumed the
militant guise of "counteradvertising." Unsatisfied with broad-gauged
existing restraints on deceptive advertising, they would demand that,
under the Fairness Doctrine, free time be provided opponents of a company
or a product or service on the vaguest grounds conceivable. The implica-
tions of this are clear: it could, by reducing broadcasting as an
effective advertising medium, so endanger its economic viability as to
reduce its effectiveness in all other respects, including its journalistic

role.




No news medium can afford to turn the other cheek. Any notions
that, in respect to enforced fairness, the free press is divisible, and
that pressure could be applied to one medium while others are immune to
it, got a serious jolt last year. The Florida Supreme Court held that a

newspaper -- in this case, The Miami Herald -- under the personal attack

principle in a state statute, can be compelled to print verbatim replies.

An appeal of the decision is now pending before the Supreme Court of the

United States. It is ironic and could be tragic, unless there is a reversal,
that this shortsighted policy of fairness by government edict is extended
to the print media just at the time that it is proving most menacing to
the broadcast media. We all know it is no less an abridgment of freedom
of the press to compel publication of material than to forbid it.

The intrusion of the govermment into the content and style
of broadcast journalism has led to an open season of attacks upon the
basic principle of the free press: namely, that what is published --
whether on the printed page or over the air -- is best left to those doing
the publishing and any judgment as to its interest and value is best left
to the people reading, hearing or seeing it.

Few Presidential administrations, in my experience, have been
consistently pleased with the press: all want to be constantly approved
and admired. But that is not the function of the press, and previous
administrations, though often displeased with the press, did not seek to
undermine or punish it. The startling fact of the present Administration
is that, virtually from its inception, it has launched a systematic effort
to discredit both the objectives and the conduct of those journalists

whose treatment of the news it disapproves. None of the news media has




been immune to verbal onslaughts from the White House; but broadcast

Jjournalism, in particular, has been subjected to unprecedented direct

threats to inhibit, weaken and disable it. Even though not all these
threats have been actually put into practice and none have succeeded in
their motives, they are nevertheless shocking and frightening in their
implications. They have been directed at impugning the integrity of able
and respected reporters; at setting up monitoring systems, whose findings
were to determine whether agencies of the Federal govermment could be used
to investigate and intimidate the offending media; also at splitting net-
works from their affiliates by threatening non-renewal of the latter's
licenses; and at weakening the economic basis of costly broadcast news
operations by clumsy appeals to advertisers to boycott networks and stations
which fail to report the news as the White House sees it.

As the history of this continuous campaign to undermine broadcast
Jjournalism has unfolded, the inescapable impression emerges that there are
those in positions of power and trust who are, from all appearances, against
a free press -- and that they are against it, not just because they think
it will distort some facts, but also because they know that it will disclose
others.

So I say, with all the strength at my command, that the time has
now come to eliminate entirely the Fairness Doctrine from government
rulebooks or statutes. In spite of the fact that the FCC has shown
moderation in putting it to use, the very fact that the Fairness Doctrine
confers on a government agency the power to sit in judgment over news
broadcasts makes it a tempting device for use by any administration in

power to influence the content of broadcast journalism.




Meanwhile, broadcast journalism is continuing to carry out its
mission of honest, thorough and responsible reporting. It continues to
rate high in the public confidence. And there is surfacing a growing
sense that the Fairness Doctrine has outlived its usefulness. Broadly
recognized as the leading constitutional authority in the United States
Senate, Sam Ervin has characterized the enforced fairness concept as
"a fickle affront to the First Amendment" and strongly urged an inquiry
"to consider how to move broadcasting out of the Government control...."

In a landmark 7-2 decision last year, the Supreme Court emphatically
rejected the contentions of those who would impose even more restrictive
obligations on broadcasters. It declared "The question here is not whether
there is to be discussion of controversial issues of public importance on
the broadcast media, but rather who shall determine what issues are to be
discussed by whom, and when....For better or worse, editing is what editors
are for; and editing is selection and choice of materials," and it goes on
"If we must choose whether editorial decisions are to be made in the free

Jjudgment of individual broadcasters, or imposed by bureaucratic fiat, the

choice must be for freedom." The Chairman of the FCC, Richard Wiley, has

indicated his receptiveness to studying the suspending of the Fairness
Doctrine in areas where there are a sufficient number of licensees. And
Senator Pastore, Chairman of the Senate Subcommittee on Communications,
has teken an open-minded view in announcing his proposal to hold hearings
to reexamine the policy.

In addition to the offense done the freedom of broadcast journalism
by fairness enforced by govermment, the arithmetic of the communications

field today offers convincing evidence that the scarcity principle has




no validity as grounds for enforced fairness. On the contrary, it calls
for clear and outright repeal of the Doctrine. A sparseness of broadcast
outlets, as compared to daily newspapers, no longer exists. As a matter
of fact, the situation is inverted. When the regulatory powers over broad-

casting were first enacted in 1927, there were 677 broadcasting stations

in the United States and 1,949 daily newspapers. Today there are 8,434

broadcasting stations and 1,77h daily newspapers. The multiplicity of
voices heard over these stations -- two-thirds of which have no network
affiliation -- far exceeds that provided by any mass medium at any time in
our history. The vast majority of news and public affairs broadcasts
originates with the thousands of local stations, whether or not they have
network affiliations. Americans spend, in an average week, 555 million
hours watching television news broadcasts. Of these hours, 394 million
are spent on locally produced news and 161 million hours on network news
broadcasts. In radio the ratio of locally produced to network produced
news is overwhelming, all but a small fraction is local.

There is, furthermore, very little overlapping of control of
broadcast stations by newspapers: 19 percent of the 934 television
stations are owned by newspapers; and 7 percent of the 7,500 radio stations.
And there are just as many national television networks as there are wire
services or national general news weeklies., In addition, of course,
broadcast journalism must compete for public confidence with all the news-
papers, as well as monthly, quarterly, bi-weekly and weekly periodicals;
also books and newsletters; and educational, civic, professional, and other
meetings., All of these add to the giant mix that conveys, appraises or

interprets information and presents and discusses issues. The possibility




of any major news source consistently distorting or misusing its function
in the face of all these other competing forces for enlightemment is
virtually non-existent. This pluralism constitutes the strongest safe-
guard that a free society can have against abuses of freedom of the press.

A free people just does not tolerate persistent bias if it has such
a wide range of free choices. And never in the history of communications
has a medium been as wholly susceptible to watch-dogging by the entire
population. A further check on the overall fairness of broadcast journalism
is that it is consistently and universally subjected to review and criticism.
Every major newspaper in the United States reports every day on how
broadcasting is doing its job and who is doing it -- of'ten faulting us,
occasionally praising us, but never ignoring us. Most general interest
magazines add their comments and criticisms every week and every month.
A hundred and thirty-four publications -- daily, weekly, monthly and

quarterly -- deal exclusively or to a major extent with broadcasting;

and their circulation runs into millions. Letters from private citizens,

running into thousands every week, clearly indicate that the public con-
sider themselves our real supervisors and do not hesitate to let us know
how well or how fairly they think we're carrying out our job. At CBS
News -- as I am sure at other broadcast news organizations -- we have
carefully thought out guidelines, continuous reviews of our work and
formal procedures to make certain that we are doing it responsibly. And
the fact is that we seem to be doing it well. Independently run public
opinion polls at regular intervals question the American people as to the

degree of their confidence in broadcast journalism. The last such poll




revealed that the largest number by far, 56 percent, considered broadcasting

the most believable news media of all.

In a free society, this pluralism, this watchfulness and this
competition emong literally hundreds of news sources for public confidence
constitute the forces that are the true judges of broadcasting's fairness
and should be the only ones. Govermment should simply -- as a matter of
asserted national policy consistent with what I believe to be the spirit
of the First Amendment -- repudiate the Fairness Doctrine and specifically
immunize news and public affairs broadcasting from any form of govermmental
oversight or supervision whatsoever.

Twenty years ago -- almost to the day -- I had occasion to address
myself to the freedom and responsibility of broadcasters. I said then,
"Some people may question the desirability of placing in the hands of the
broadcaster this important element of control. To this point I would say
that undoubtedly there may be abuses, as there are in other media. But
I for one have enough faith in the vitality of the democratic process,
in the intelligence of the American people and in the freshness of the
competitive climate to believe that the good will and the determined
intent of broadcasters to be fair, coupled with the powerful voice of
the people, will provide far better protection against abuse than any
other form of control."
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