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sources of political supnort. He considers

the single most important characteristic

of regulation by commission ... the failure

to grasp the need for nolitical suprort

and leaderspip_for thg gyccess of regulation

in the public interest.

A third major source of critical analysis has been
the internal policy and organizatior of the FCC. Some have
focused on the Commission's alleged attachment to the goal
of localism or the belief that broadcast stations should be
established in as many locations as possible with the con-
trol of both ownership and programming concentrated at the
local level, While one might very well arzue that the stan-
dard of localism is actually a legislative mandate emanating
from both the Radio Act of 1927 and the Communications Act of
1934 and therefore ought to be considered as simply another
source of Congressional *nfluence, most have treated it as
a goal to which the FCC has become indenendently attached.

This interpretation made by Roger Noll, Merton Peck and

John McGowan in their recent work Economic Asrvects of Tele-

vision Reg:lation. They argue that concern for localism has

limited the opnortunities for achieving other val 3:s that the

Commission and policy analysts have considered to be desirable.
They claim that the standard of localism has hampered efforis

to achieve a diversified system of programming because it haﬁ
I
led the FCC to prohibit the establishment of regéonal stations

9 |

that might in fact be sources of such diversity. 1 1is r’30















































































narrow way. It is assumed that an inference structure can be

imposed on a decision-making vroblem with variables that are

reduceable to a comvarable metric. It is furthermore general-
ly assumed that the range of possible outcomes is known in
advance and that the rules governing the problem area are

specifiable and stable. The only matters that are left to the

decision-maker are the determination of the particular values |
to be maximized and the calculation vrocedure, However, exper-Fl
ience with organizations has made it clear that a set of

assumptions such as these makes it very difficult to under-

stand many of the problems that organizations come up against.

As Steinbruner indicates:

the imvosition of enough structure on the

situation, so that nossible outcomes can

be described and their vrobabilities of

occurrence estiTated is itself a matter

of uncertainty.
The entire process of structuring a cc plex problem is con-
sidered to be subject to much uncertainty rather than to
explicit guidelines. This is particularly tr e of the complex
problems that often comprise the work of organizations. By
complex problems, I specifically refer to the following

characteristics:

1. The central variables of the problem may take

a multiolicity of possible values.

. !
2. Problems are embedded in structural uncertainty, J

i.e., an imperfect correspondence between +ha infarmatian g
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approach is in the area of understanding organizatior 1 change.
This is one of the few areas in which Steintruner's otherwise

very thorough analysis avpears to be lacking. One cannot help

but get the imnression from Steinbruner's argument that once

a particular cognitive structure is developed to simplify a

complex environment, there is no basis from which to conceive

of the organization changing that structure. While one of

Steinbruner's major contributions is the elaboration of argu-

ments for

understanding why organizations avoid change, these

arguments make it difficult for us to conceive of change tak-

ing place. Arrow provides a way to deal with change within the,

basic framework of Steinbruner's approach.

"coercive

[«
o

Arrow dces this by censidering the significance

]

ese the opnortunity benefit, that is, the
change in benefits due to a change in action,
may rise because of a decrease in the return
to the present, unexamined, action. In plain
language, we have a "crisis.” In William James’
term, a "coercive fact" may be more nersuasive
than any s»eculation about potential benefits
from change. The9§inking of the Titanic led to
iceberg patrols.”

The point is that organizations generally change,

not from the development of alternative possiblities, but

rather from a perceived crisis situation. Speculation is

treated as excess variety which is avoided by the organization

in its attempt to deal with a complex enviroment by imposing

a simple cognitive structure upon it. It is generally only

those "coercive facts" that cannot be ignored which lead the

l
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the FCC ofu"indecision, lack of affirmative policy and incon-
sistency." Finally, the Landis Report charged that the FCC

*has dgifted, vacillated and stalled in almost every major
area."
These statements are suggestive of the empirical

viability of considering the cognitive approach as a basis for;

making comparisons among processes. However, since the statle-
i

ments are made from a traditional analytic perspective, they
do not provide us with a theoretical alternative: to that "

persvective. In other words, evidence of a failure to define |

standards, to be consistent, to deal with conflicts as inter-
connected, etc. are treated as deviations from a particular
conception of what constitutes a correct decision-making pro-
cegs, rather than as attributes f an entirely different
approach, The value of the cognitive approach lies not only

in its ability to provide an independent theoretical basis

for comparing the above criticized processes, but also because.,

jt assists in at least considering the possibility that under

conditions of structured co »nlexity, such criticism, while !
!
|

perhavs based on sound evidence, may be unproduﬁtive for mak- |
ing sound policy.

The cognitive apnroach suggests that we consider a
series of historical precedents which establish a clear cog-
nitive primacy for a strategy that an organization uses in |

approaching its task. It is surmised that it was such a serieii
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of historical develonments that has contributed to Commission

attachment to the view that AM radio and VHF television con-

stitute the nrimary bases for the American system of broadcast

ing.

Such precedents include the development of AM radio‘
into a national system not only before all of the innovationsi
that comprise my analysis, but also prior to the establishmenf
of the FCC. In addition, VHF television was established in

ma jor markets before the advent of UHF commercial developnent,

and certalnly before that of cable and subscription television
it has been argued,'particularly in the VHF case, that these
evenis are merely evidence of the power of interests support-
ing AM and VHF. I do not think that on balance the historical
record is supportive of this position and I discuss this in
detail when I turn to individual cases.

Further important historical developments are con-
cerned with problems that the FCC associated with the early
regulation of AM radio., In order to understand these problems,
it is important to recognize that government regulation of
the broadcasting system-began as an attempt to bring order to
what was considered an increasingly chaotic system. The grow-

ing confusion developed because stations were using the same

spectrum area in the same communities and therefore interfer-

ing with one another., Most of the time spent by Herbert Hoover‘r

then Secretary of Commerce and resvonsible for radio regulation,

I
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| built into the Commission's task.

organizations, which provides further help. By complexity, I
am referring chiefly to two characteristics of the FCC's work::

1. The FCC has always had a great deal of work, but |
this amount has been accelerating over time relative to the
resources that are at the Commission's disposal to deal with
it.

2. Not only does the Cormmission have a quantitative-
ly large task, but in addition, much of its wark is character-:
ized by uncertainty about its role and the possinle consequen-
ces of its actions. In other words, since decision-making
responibility in this area is often vaguely assigned and since

~

there are many nossible values that variazbles comprising the

=T = - PRt=1

decision-making process may take, uncertainty is systematically

I suggest that it is these two factors that make it
e tremely difficult for the FCC to continually revise its
agenda by considering innovations into the broadcasting market
other than relative tolthe existing system.

By combining the ideas of historical precedent and |
complexity, I posit the following as an outline of the most
useful interpretation of the processes that have char cterized,

FCC decision-making in the cases to be analyzed.

1. A series of historical events established AM

radio and VHF television as primary to the FCC's conception of
!

how the brc¢ icasting systc.. should operate. Considered in light







5« Sveculation about alternative possiblities for
the broadcasting system does not carry the weight that severe |
disruptions in the existing service would carry as an impetus
for change. While the former has abounded, the lack of the
latter or what was earlier referred to as "coercive facts”
makes it all the more dif+icult for the Commission to be‘open

to change.

6., The FCC avoids conflicts between competing systems

by splitting them up between short-term and long-term possibil-

itiess The established system is looked on as the short-term
solution, while innovations are considered as supplements to
the existing system or potential contributors "in the long
run.”

his general outline is discussed more specifically

now with reference to the four cases under analysis.




The FM Radio Case ’

The FM case involves a series of decisions that the

Commission has made on frequency modulation radio. The litera-,

|
ture on the FCC's decision-making here is limited to case }§
studies that have generally been critical of the Commission's

1

rulings. It has been typically argued that the major influencef
on the Commission in its FM rulings has been its alleged con- !
cern for protecting the major AM broadcasters such as RCA and
CBS., For example, according to Krasnow and Longley:

The FCC was able to prevail largely because

its policies favored powerful, well-established
broadcasting interests pushing the develorment
of postwar television. The develovment of Fii
broadcasting posed a trinle threat- to the
dominance of established Al stations and net-
works, to RCA's hownes for quick postwar;
development of TV and to RCA's patents.

This point has been echoed by Edelman. In his analysis of radiy
licensing practices from 1927-1947, he concludes that a
fundamental reason for FM's slow growth has
been the opposition of standard broadcast
licensees and other vested interests who
stand to lose financially by the estaBlish- I
ment of a new system of broadcasting. :
It has been contended that the FM service was particularly
hurt by the FCC decision to shift FM from the original
spectrum space assigned to it to a new area in 1945. It has
been argued that this decision alone made 400,000 pre-war

FM receivers obsolete and is estimated to have necessitated

$75 million in exuenditures solely for the cost of conversion |




























Norton, a former FCC engineer, Norton recommended that FM be

shifted to avoid what he considered to be a serious potential ;
16 !

interference problem in the 50 mc range. Contrary to Norton'g
. ’ |
|

recommendation, the RTPB held, by a vote of 19-4, that there
was

no technical evidence to indicate that certain
erratic propagation characteristics of the
spectrum would be impro¥§d by any shift in

the present allocation.

Instead, changes were proposed so that the existing FM band
would be considerably ekpanded to permit 75 commercial chan-
nels in the range of 41 mc to 56 mc "so assigned that they18
shall be continuous with and include the present FI band.”
This position was supvorted by the RTFB panel on General

184
Spectrum Allocations.

RCA was among those organizations that opnposed the
shift of Fii to a new spectrumrarea. It did so at least on
three sevarate occasions. n early 1945 two men from the re-
search divisions of RCA and NBC argued before the Commission
that Fii should not be moved.19 RCA also argued against it in
two senarate briefs filed before the Commission;20 It basical-
ly supported « - :-:-% the contentions of the RTPB. On the
other hand, CBS supported moving FM to a higher snectrum area.;
It has 1! en suggested by different analysts of this develop-
ment that this conflict was connected to t e étruggle between

RCA and CBS over the form that television broadcasting would

take, Both Lawrence Lessing in his biography of Armstrong ;













by the safety and emergency services {e.g., police, fire, etc.)
T

. i
in the late 1940s. Again, the question might be raised about

how emergency services could more approrriately occupy snecirun

space that was considered technically unsuited to a leisure
service due to interference. Commissioner George Sterling
responded to this question in the following way:

+ee the Commission recognized, too, that
police operations in the 44 -50 megacycle
region would be subject to interference.
«ees Operations such as police and fire
communications are conducted on an inter-
mittent basis. This in i1tself diminishes
the possiblity of encountering serious
interference. lioreover, nolice and fire
department messages, for example, that may
not go through because of interference can
be repeated many tires within a relatively
short interval of time. Because or this
possiblity of repeating messages the pgroblem
of interference is further minimized.”

The contention that unless FM were shifted it would
be hampered by interference avpears to be a case of what
Steinbruner has called the "inference of impossiblity." All
expert witnesses before the Commission, bﬁt one, denied that
this ould happen. Since FM did not fit into the primary cog-
nitive picture of the FCC, one piece of testimony suprortive
of that picture is considered to be sufficient to justify

its retention, despite zll of the contrary testimony.

L4, The decision to shift FM is characterized by ano-

ther component of the cognitive approach- the short-run/ long-
run split. Steinbruner argues that when faced with contradic-

tory values, organization tend to deny the contradictions
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could not own more than six FM stations in the ndion as a wholr
|

and no more than one in a particular community. The Commission;
also suspended the new chain broadcasting rules for AM owners
of FM stations such as those rules avnlying to option time for

35
affiliates.,

A further explicit example of this policy is containgd

in the Commission's 1947 Annual Renor::

As of March 1, 1947, three-fourths of all FM
applications were from standard broadcast-
interests, and one-third were from newspavers,

23 percent of which were in the standard broadcast
field. These groups are in a position to supvort
the new industry until it reaches profitability.
Standard broadcasters have an advantage in being
permitted thus far, to trggsmit their programs
over their FM facilities.

I

i
1
!
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It has been claimed by some that this policy wou 1 be particu-
larly detrimental to FM networks and independents. Accordi g
to Lessing:
eee if FM was thrown in free with AN network
broadcasting, the indevnendent FM station and
FM network would have a difficult time con-
vinclng anyone to pay for FM programgy the
independents only source of revenue.
As a dumping ground for Al programming, the FM service would
not be able to develop into an independent competitive force.
On the other hand, it has been arsued that by allowing AM
station owners to also purchase FM stations and duplicate

their vrogramming on these stations, the FM service would

actually benefit. Charles Jol iffe, who was at that time

executive Vice-President in charge of RCA Laboratories claimed,







radio channels for only one proeranm service

is not only a waste of freouencies but W1l&0

retard the develonment of Fli broadcasting.
Nevertheless, this policy, like so many others,initially de-
veloped to aid a developing industry, became established over
time and contributed to the maintenance of that industry in
an inferior position relative to the dominant radio service.
The Commission slowly began to change this policy but the
ensuing furor from FM station owners (most of whom also owned "
AM stations and used FM as a duplication source) led the
Commission to institute a waiver procedure for many stations

L1

to ease the problem of FM program develonwent.

3+ AN stations continued to be “dropped in" despite
constant references to overcrowding in the AM area. In 1949
the Commission noted that

Standard (AM) broadcast authorizations climbed

to nearly 2200, However, fewer AM stations

were authorized than in 1948, Greater dif-_

ficulty was exverienced jp wedging into this

now very saturated band.
Despite this difficulty, the FCC continued its policy of
dropring in AM stations by reducing channel separation dis-
tances as well as by extending what it called the “standard"

43
broadcast band from 550 to 540 kec. It continued this policy

of "drop ins" well into the 1950s desnite the consistent
Ly

decline of tne FM industry. It was not until 1270 that the
Commission stated that it would consider the FM service before

issuing further AM licenses:




87

e

In.determining whether a given area now
receives service, Fii as well as AM sisnals
would be taken into account, and an AM
application would not be accepted if an 45
FM channel is available in the community.

4, FM was "helped” by the FCC as a secondary service
by encouraging the use of FM for background "functional"
music through multiplex operations under Subsidiary Communica-
tions Authorizaticns. These were essentially nonbroadcast

permits which allowed FM station owners to, in addition, pro-

gfam background music for stores, professional offices, etc.

in order, in the Commission's words, "to enagle commercial FM
_ L

broadcasters to obtain additional revenue." This was later

cited as a chief reason for what the Commission considered to

L7

be a "renewed interest in commercial FM." While this was

to some extent true of several FM stations, it did not apply

to those FM stations that were independent of control by AM

interests. These have continued to show considerable losses.

We turn now %o a more srecific discussion of this trend.

The FCC initially expressed optimism about the FM
gservice just after it shifted FM to a higher specirum area.
It saw little delay in the development of FM:

At the earlier hearings, some contended tnat

FM might be delaved for two years or even

longer if Fll were assigned to the higher

fraquencies., At the time of the oral argunent,

June 22-23, 1945, the estimates of delay were

reduced to four months, It may well be that

competition will marggdly reduce even thils
four-month estimate.

This optimism turned in 948 to a concern about a leveling







YEAR NUMBER OF INDEFENDENT PRE-TAX INCOKME LOSSES

FM _STATIONS IN MILLIONS CF DCLLARS
1960 218 2.4

1961 249 - 2.6

1962 279 _ 3.2

1963 ‘ 204 3.2 o
1964 306 3.0 I
1965 338 3.3

1966 381 3,3

1967 kos 4.2

1968 433 3.9

1969 Li2 5.5

1970 L6k 6.2

1971 529 9.0°1

In 1945 the FCC forecast

the possile establishement of several
thousand FIi stations within a few years
after the war, or several times the
number of standard broadcast stations now
in o;:nar.ea.tion.s2

The fact that this did not occur is best explaine by apply-

ing a cognitive conception of organizational activity to the

response of the FCC to innovations into the broadcasting

market,



















Order of 1952, concentrated on the "long-term" view that UHF

In its Annual Revnort for 1952 the Commission considered the

successful development of UHF to be a certainty:

' Of particular significance was the sudden
surge of interest in UHF television. lMan-
ufacturers of transmitters announced that
suitable equirment would be available and
receiver manufacturers demonstrated that 19
they had solved the problem of UHF reception.

Thus the Commission, particularly in its Sixth Report =and

20
will satisfy the demand for a national television service.

Despite the similarity between the ways in which

the Commission approached UHF and FM, the Commission attempted
!

to disassociate UHF from FM, which was, in 1952, in the process

of severe decline:

The UHF is not faced, as was FM, with a fully

matured comneting service, In many cases UHF

will carry the comnlete burden of providing

televisior service, while in other areas it

will be E%sentlal for providing competitive

service,

The short run/long run split was reaffirmed again
in the mid-1950s Specifically, in 1956, with the inadequacy
of VHF becoming all the more clear and with UHF failing to
develop in the way that the Commission had anticipated, the
FCC further reduced the already tight mileage separations be-
tween VHF stations to allow further VHF "drop-ins." This was
considered {10 be a short term solution with a move to an all-

UHF system considered the long range goale. According to the

Commission:













L4, VHF Drov-Ins

The FCC continued to try to both increase the amounti

of VHF spectrum space available for television, as well as
squeeze in more VHF stations by reducing channel separation
distances., The Commission attempted to obtain svectrum space
initially allotted to the Defense Devartment and was rebuffed
by the Office of Defense Mobilization in 1956 and 1960.34 VHF
"drop-ins" continued as a "temporary" or short run solution

into the early sixties,

S5¢ All-Channel Receivers

It has been claimed that the FCC sought to establish

a law requiring the manufacturing of tlevision sets that wculd

ts
35

be capable of receiving all VHF and UHF channels, While this

is true, the Commission did not meet with a great deal of

opposition on this issue., It was proposed 2y the House Judici-

~ ary Committee several times in the 1950s, It rece*red prac-

tically the unanimous support of the television industry. The
result was that the Commission enthusiastically considered
the development of all-channel receivers to be the "long-term
solution" and dropped all consideration of a ;gtal or partial
shift of television to the UHF spectrum area.

In sum, while the Commission did seek to develop
the UHF service, it did not make a serious effort to promote

it into a primary vosition. This has not resulted so much

from the vressure of external organizations on the FCC., On

|





































unless we were convinced that the impact
of CATV competition upon the broadcasting
gervice would be neglirible, we would
favor some restrictions as a notential
equalization of the conditions under which
CATV and the broadcast service compete +..
It would be clearly contrary to public
interest to defer action until a serious
loss of-.existing and votential service has
already occu::‘red.‘9

The Commission made its licensing of cable relay stations con-
ditioned upon the agreement of cable operators to carry each
broadcast statioh within 60 miles of the cable system upon

the request of that broadcast station. The Commission also
prohibited the duplication of programming by the cable system
for a period of 15 days befere or after its showing by a local

station. Thus, given the complexity of its task and the per-

ceived time constraint, the Commission shifted its earlier po-

Ilsition on CATV, despite its recognition that it did not have
the analytic tools to justify its actions. Summarizing this

position Commission Chairman Henry explained:
that policy is to promote CATV as a
supplementary service but not to place
1l primary reliance upon it because of its
practical shortcomings, namely, no rural

coverage, service only for asfee and no
outlet for local expression,”

on the part of the Commission, The dissenting views of Com-
missioner Loevinger are particularly interesting because they

provide us with the analytic alternative to the FCC majority

opinion., According to Loevinger:

This position was not one taken with complete unanim-













system penetration particularly highlight the current secondary

position of CATV, Particularly notezorthy is the decline in
0

the rate of subscriber penetration:

YEAR

1952
1953
1954
1955
1956
1957
1958
i959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
971
1972

TOTAL SUBSCRIBERS
(in thousands)

1L
30
55
150
300
350
Ls0
550
650
725
850
950
1085
1275
1575
2100
2800
3600
4500
5300
6000

PERCENT INCREASE

114, 3
116.7
130,8
100,0
16.7
28.¢
22,2
18.2
13.1
17.2
11.8
14,2
17,5
23¢5
33.3
3343
28.5
Lo.0
17.7
13.2
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Zenith sought approval for commercial STV operations:
from the FCC in 1952, At that time, however, cubscription ”
television was a very minor concern of the FCC, considering
the fact that it was mired in the complexities of attempting |

to establish a national television broadcasting system. In

addition to this and reminiscent of the cable case, the Commis

sion was in a quandary as to whether to consider STV as a
broadcasting or common carrier service.11 It further questioned
whether it would be useful to reserve part of already very
scarce spectrum space for the w service.12 The Commission
therefore delayed a proposed rulemaking until 1955.

- With STV on the agenda, the FCC treated it as he
Commission did other innovations- relative to the established
broadcasting system. Its chief concern as it constantly reveats

ed was to safeguard the “standard broadcast" or “free TV"

service, As early as 1955 the Cc mission felt it necessary to

conside.

eeo what safeguards are necessary to insure
that the public would continue to receive 13
well-balanced TV programming without charge;

In addition to this, the tremendous number of filings in
resvonse to the FCC's proposal increased the complexity of its

taske. According tc the Commission:

Filings in this connection have been more

voluminous than in any previous docket case
in the Commission's history, with more than
25,000 formal documents, letters, postcards
etc., filling nearly 70 reference volumes."













§
a3
1
H
3
¢
]
¥
N
1
s
'

service, As in the other cases, the FCC avoided the potential

Although we are aware of the merits of the
arguments that STV in all communities might
help marginal or new stations in small commun=
ities, might aid UHF in such communities, might |
promote diversity of programming; arguments '
that section 307 (b) of the act recuires that

STV be allowed in all communities where a

demand exists ... where uncertainty about the new
service exists with resard to this subject,
considerations 9t protecting arainst preemnting
are overriding.“’

Thus, the Commission turned from a value that some have con-

sidered to be mcst prominent for the FCC- a localized tele-

vision service- in order to protect the established broadcast-
ing system. Once subscripfion television came to the FCC's
attention, it was considered not in terms of the contributlion
that it might make to a general communications system in the
United States, but as a threat to the FCC's conception of
what ought to be dominant in that system. Even Broadca~*‘nz

magazine, long an opnonent of STV, recognized that there would

be little opposition to subscription television now that it

had been sufficiently controlled: "
Nevertheless, if any of the fire has gone
out of the free-vs,-ray debate, it is simply
because subscription TV is not considered Y
the threat to free television it once was.
The Commission neither prevented STV from developing

at all nor gave it the freadom to compete with the existing

conflict between over~the-zir television and STV. However,
unlike the other cases, it was not as a "lon_ run" possiblity

that the Commission categorized subscription television, but


































The Historical Contaxt (cont.)

63 (cont.)
to retain control, Congress has never_questioned the basic
soundness of the commission form. Brinton, pe.52.
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