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To an outsider passing by our meeting place today, it

probably seems very strange indeed that someone from the

esoteric-sounding Office of Telecommunications Policy is address-

ing a group responsible for something as familiar as magazines.

If the passerby is as aware of your business as he is of your

product, he'd expect that the only Government official you'd

be hearing from would be one with some authority over postal

rates. As the awkward name of my Office is intended to convey,

we also have nothing to do with policy for the magazine publishing

industry, or other print media. I doubt that you would want a

Government agency to have this responsibility. But Government

has a large role in determining policy for the electronic media,

and the magazine publishing industry will come to be progressively

dependent on the electronic communications media for production

and distribution of its product. Therefore, developments in the

electronic media and Government policy for these media become

quite relevant for your industry.

Let me begin with a brief description of OTP, and the

relationship it is intended to have with the electronic communi-

cations media. There has long been a concern that the Federal

Government needed better management and policy direction of its

own multi-billion dollar telecommunications activities; and also

some capability to assess the implications and policy needs of

the rapid expansion of telecommunications in our economy and

society.
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My Office has both those broad responsibilities, plus certain

direct responsibilities for emergency and national security

communications and for the Federal agencies' use of the radio

spectrum. Additionally, the Director of OTP is designated as

the President's principal adviser on telecommunications matters,

and OTP serves as the central focus of communications policy

development for the executive branch.

With respect to the Federal Government's own communications

activities, OTP has strong authority for implementing and enforcing

policy. In the area of national policy, our role is that of

spokesman for the executive branch in the dialogue with the

Congress, the FCC, and the public. We also suggest policy

approaches and make recommendations to provide a framework for

411 that dialogue.
But what's going on in communications that makes an entity

such as OTP necessary? One answer is that communications have

always had an impact on us as a people. Communications affect

intimately how we deal with one another; how we see ourselves as

people, as a country; and how we see our world; it affects how

we exchange ideas; how we conduct our political processes.

It's only recently, when change has come at such a fast pace,

that we have noticed the impact of communications. Communications

are growing, growing in use; growing in kinds of service; growing

in scope and growing in importance to us. This rapid growth

makes it all the harder to plan and to make policy.
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It is clear that communications of all types will have

quite a different shape in the last quarter of the Twentieth

Century, but it's very difficult to see what that shape will be.

What will be its effect on our lives? How will it affect our

economy? It is the prime responsibility of the Office of

Telecommunications Policy to grapple with such questions, to

evaluate possible answers, and to suggest policies or, at least,

approaches for Government action.

Before discussing the interplay between developments in

the electronic media and the print media, it may be well to

note briefly some of the changes that may be in store for the

electronic media, as we see them from our vantage point at OTP.

Right now the dominant electronic mass medium is broadcast

television--a technology with a capacity to deliver a limited

number of channels to the home. In turn the economics of

programming is heavily influenced by this technology. It leads

those who control access to the limited number of channels to

maximize advertising dollars by presenting programs that are of

some interest to a mass audience, and of special interest to

only a few. The missing element in television is the opportunity

for meaningful viewer choice as to what will be seen on the home

screen.

The two new technologies of video cassettes and broadband

cable television are likely to have a big impact on the present

structure of the electronic media. While it's too early to assess

the full impact of cassette technology, it is already starting
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0 to attract the kind of interest that could make it an important
medium and, perhaps, a strong competitor to the print media,

especially magazines. Broadband cable's future impact is

similarly not capable of precise prediction, but it has an

enormous potential due mainly to its capacity to drop 20 or 40

or more channels at the viewer's doorstep. Now that the "freeze"

on cable development has been lifted by the FCC, and long-range

policy is being hammered out by the FCC, OTP and the Congress,

cable will proliferate more channels to more communities through-

out the country. It's clear that the present economics of

television programming can't support production of quality,

mass-appeal programs to fill all those cable channels.

Mass appeal programming is certain to continue, but economic

110 factors indicate that cable cannot be dependent solely on this
type of programming. With lots of channels and the relatively

low transmission costs they entail, there will be exciting new

opportunities to reach specialized audiences, not just minority

audiences having special ethnic or cultural interests, but

slivers of the mass entertainment audience. There are opportu-

nities not only for diversity of programs and program sources,

but also, for the first time, for meaningful consumer choice.

But where is the money going to come from to support this

new programming? Perhaps, as in the magazine industry, there

could be a mixed system of advertiser and subscriber revenues

for the electronic media. Indeed, the future electronic media,

0
 incorporating video cassette and broadband cable technologies,
is likely to have competitive conditions very similar to those



0 in the present magazine publishing industry. This suggests

a burgeoning new competition between the electronic media and

the print media--a possibility that I'm sure has not escaped

you.

Look what happened to the mass-appeal, mass-circulation

magazines in the face of competition from the highly efficient

broadcast television mass medium. The magazine industry suffered

from a loss of advertisers, but it also adapted by providing the

special interest fare that TV did not, and some believe, could

not provide. But what will happen if electronic media make a

similar adaptation, as cables and cassettes work new programming

and economic patterns on the home screen? What will happen to a

magazine industry tied to old production techniques and the

Postal Service's technology and rates, when cable entrepreneurs

want your subscribers as their subscribers? What will happen

to your revenues as companies seeking to advertise to a selected

special interest audience can use broadband cable channels

instead of, or at least in addition to, your pages? What will

happen when special, nonprogram services are provided to cable

subscribers; when the subscriber can become his own magazine

editor and call up the information he desires for visual display

or hard copy in his home?

I hope you will answer these questions in the same spirit

that magazines met the earlier challenge of mass-appeal television;

and I don't mean to hold up as an example those magazines that

threw in the towel. Once again magazines will have to adapt
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and compete if they are to survive. And you can adapt and

compete best by using electronic communications techniques to

your advantage--by becoming part of the electronic media and

using your present skills to become strong and effective

competitors.

Our policies should allow magazine publishers to use their

skills, their talent, and their experience in such a way as to

turn the new communications technologies to their own advantage.

In doing so you can provide incalculable benefit to the public

by increasing the range and variety of program services that can

be offered in the new communications media. The opportunities

are everywhere.

For example, if new second-class postal rates take distance

into account, why not use the new electronic delivery systems

to transmit magazines for printing at multiple locations? A new

domestic communications

in five or so years and

in transmission rates.

for long-haul microwave

satellite system will be in operation

it will wipe out distance as a factor

The development of specialized carriers

communications offers publishers similar

opportunities to turn electronic delivery to your

advantages. What cost savings can be realized by

transmission techniques in conjunction with local

common carrier type printing facilities and local

newsstand sales, or even home delivery by private

production

using such

and regional

mail deliveries

companies?

Even today, some publishers are making use of common

carriers' electronic transmission services to cut production
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0 costs and increase efficiency. We are working diligently to

assure that competition and innovation are provided for now

in the common carrier and specialized carrier industries, so they

will be responsive to new demands for service when publishers

and other users turn to electronic transmission.

Magazine publishers can also use the new cassette and cable

technologies for distribution as well as production. Why not

consider a multi-media magazine, using print for presentation

of detailed and systematically-organized information and using

audio or video to supplement this data? If this sounds fanciful,

stop and consider that TV Guide may already be the first such

endeavor. Look at the enormous specialization of subject matter

in today's periodicals and consider what you could do to transfer

it to multi-channel cable systems. Subscribers and advertisers

would be willing to pay for magazine-type program series on

subjects such as automobiles, boating, business, hobbies, fishing

and hunting, gardening, home decorating, news and public affairs,

fashions, sports, and travel. The people who already publish

magazines on these and other subjects offer a natural source of

talent and expertise to become program originators and packagers

for broadband cable systems. Viewing special appeal programs

may also stimulate interest in subjects dealt with in TV programs,

and lead to an increased demand for magazines to expand upon and

reinforce the information presented by television.

In short, there is every reason to believe that the

0 
competitive impact of new communications technologies will

stimulate rather than stifle the magazine publishing business,

AM.
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411 especially if publishers are allowed to compete freely in the
use of broadband cable. This brings me back full circle to

OTP and other governmental entities charged with responsibility

for developing policy for electronic communications media.

We have the responsibility for choosing policies for the

new transmission technologies and for selecting policies that

will determine who is entitled to use those transmission tech-

nologies for what purposes. Anyone unfamiliar with the way in

which the electronic media are regulated may think it odd that

Government determines who gets to use these technologies for

what purposes. But this is what happens when Government arrogates

to itself the detailed supervision of the communications industries.

This Administration believes there are serious defects in this

regulatory approach. We believe that Government should advance

public interest objectives through policy guidelines rather than

through detailed regulation. With respect to developing policy

for the new communications transmission technologies, our objec-

tives should be to provide the appropriate economic incentives

so that the would-be viewer and the would-be programmer can

interact as easily and as constructively as possible. Why should

there be any artificial barriers imposed to preclude the use of

the new communications technology by magazine publishers?

There is another important reason why we are concerned about

expanding regulation in the communications media. We all must be

vigilant in guarding against regulation of the content of speech

in broadband cable systems and other developing communications

•
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Lecture by Dr. Clay T. Whitehead, Director of OTP 

- At Ministry of Posts & Telecommunications

On July 27, 1972 -

(Applause)

Thank you very much. I regret that I was unable to

understand the introduction. I trust that it was not too

unfavorable. It always makes me nervous when I address an

audience such as this, the people who are experts in the field

of telecommunications. I cannot consider myself as being an

expert in this field, particularly when I try to talk about

the future of telecommunications and realize that you are the

people who are making the future happen.

So I trust that you will understand that I take a really •

broad perspective, which is, after all, my job. When I talk

about the specifics of your particular area of specialization,

I hope you will forgive me for not saying much about the details

of your specialized areas.

The first thing that has to be said about the future of

telecommunications is that it is going to be a very large

future, very opportune future, and, of course, we hope it

will be a very constructive future.

The history of telecommunications has been one of rapid

growth, rapidly changing technology; fortunately or unfortunately,

this does not seem to he behind us. The rapid developments are
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continuing in basic research and, in a few years, that will

translate itself into more and more applied research and,

within a few years further on, we can be sure of even more

new products, new services, improved products and improved

services. The rapid change, we can be quite confident, is

going to be with us well into the future.

I am sure that you are all familiar with the concept of

exponential growth, geometric growth. That is the history

of telecommunications. And it looks to be continued in the

future. The international telephone and telegraph traffic is

doubling every three or four years. The world telephone

population is also doubling at almost the same rate. In

advanced countries, almost everyone has a telephone; yet the

number of telephones still grows exponentially and the volume

of.traffic is growing at an even higher growth rate. So you

can see that the technology is driving this very wide usefulness

of telecommunications in business and in society. In not too

many years, telecommunications is going to be a very large

and important segment of our world.

Well, as if that success would not cause enough opportunities

and enough problems for telecommunications in the future, I think

we have to recognize that there is something rather different

going on today. It is not only a growth in the quality and

volume of telecommunications services, but now also a growth

in the scope and type of services available.
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For almost half a century now, telecommunications has included

telegraph, telephone and broadcasting. But that will change in

the future. Most of the progress and most of the development

we have seen over the past fifty years have been improvements in

the quality of each of the services. And that certainly will

be continued. But more and more, beginning I would say from

1960 to 1965, we found the possibility for new services, new

kinds of services, and new demand for those services. I can

cite such services as cable television, data communication,

Telex service, the possibility of Computer/communication

services, indeed, the whole range of information services

which can be provided Temotely via telecommunications.

111 The new information services are not strictly speaking

communication services as we have historically understood it.

Yet, the people in the telecommunilcations 'field are going to

be the people who have to see that this whole range of new

services is brought to the public. Sd the point I want to

make clear is that not only do we have the very rapid

continuing exponential growth in a quantitative sense in

all services, but also we will likely see an exponential

growth in a qualitative way in new services.

For fifty years or more, the problems of telecommunication

services have been principally technical problems and service

problems; for example, how to improve technology to provide the

existing services in more reliable ways and in more economical

411 ways and keeping up with the increasing demand. The types of
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services have not changed very much. The service to the

public has not changed very much in its essential form.

In short, the problems in telecommunications in the past

have largely been internal to the telecommunications field.

The problems of technology, the problems of service

quality and so forth are certainly not behind us. They will

continuously be with us. But it is important to realize

that the field of telecommunications has arrived at a new

level. More and more problems of telecommunications will not

be internal to telecommunications. More and more they will

have to be with the interface between telecommunications and

the rest Of the world--the interface between telecommunications

and politics, between telecommunications and economy, between

telecommunications and government policies, and so forth. More

and more we will have to figure out how td use telecommunications,

how to fit it into our world, and how to adapt our world to it.

Communications has reached the point now where it can no

longer be viewed as simply an industry or collection of more

or less connected industries. Not even the term "information

industry," captures the new world of telecommunications of

the future. Rather, we have to come to consider telecommunications

as an important resource, a social resource and an economic

resource, equally as important as the traditional resources

of labor, land, water, minerals, power and the like.
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In our Use of all those traditional resources, the

government plays an important role. In the future, it will

play an increasingly important role in developing policies

for the use of those resources. In our natural resources,

we, of course, orient policies towards conversation, towards

effective use. In the man-made resource of telecommunication,

we have to pay attention to those kinds of things. If we

include in the world of telecommunications both transmission

of information and the processing and use of information, then

we have very nearly an unlimited future for this field. We

will have to develop the policies ior its effective use and

growth:

It is in many ways more difficult to talk about the

policies for communications than 10 talk about technological
1

improvement and technological change. Policy, by its very
\ /

nature, is a rather approximate kind of thing to deal with.
/

It brings in a whole range of political processes. It confuses

technology with politics, with economics, with psychology

and the like. But that is the price that communications has

to pay for being such a vital resource and for being useful

to the people of the world.

There is an interesting analogy between the development

of communications and the development of your country since

the war. The first task, of course, facing Japan was to

develop its economy, to develop its own capabilities. Very
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properly your attention was turned to the development of your

economy into a strong and vital resource. Great attention was

paid to developing your capacity and capabilities. In recent

years, we are seeing a change,since You have developed these

capabilities into a very powerful and very dynamic economy.

More and more the problems Japan faces are not internal problems.

The problem is rather the interface between Japan's economy and

the rest of the world. This is the kind of change and attendant

difficulties we are seeing in telecommunications.

Just as Japan is finding it somewhat wrenching to make

this transition to deal with the complexities and difficulties

brought about by its -new world role as an important and vital

111 contributor to the world economy, so it will be difficult

for those of us in telecommunications to make the change from

focusing on pure problems of telecpmmunications to dealing with

the interface between telecommunications and the rest of the

world. In a sense, the people in telecommunications, as the

people in Japan, are the victims of their own success.

Let me discuss just briefly some of the policy problems,

some of the interface problems that I think we will be facing

in the next ten or fifteen years. These problems, I think you

will see, are driven by technology, there is a very strong

technological component to them. But the solutions lie more

in sociology, in institutions, and in politics rather than in

technology. We have a rule of thumb in OTP that in thinking

about the future of telecommunications, we just assume that
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whatever communication service we can think of is technologically 

possible, and we focus on the economic, political, sociological

and institutional problems. ,And it is that focus I would like

to take for the remainder of'this talk.

Let me talk first about international communications, for

that is in many ways what brings us here today. International

communications for many years were highly expensive and highly

specialized services. Government and perhaps a few corporations

were the users of international telecommunications. In a short

span of time that is changed. With the introduction of undersea

telephone cable and with the introduction of a global satellite

system, we have a quite new world of international telecommuni-

cations. Telephone, telex and telegraph traffic flow now in

great quantities and relatively freely around the world.

Television broadcasting has been changed by satellite to permit

not only point-to-point communications, but now worldwide, live

broadcasting. The whole world, thanks to telecommunications,

was able to watch the first man step on the surface of the moon.

The whole world watched as President Nixon visited China.

The whole world watched as the Olympic Games were held in Japan.

More and more the world is being tied together by telecommuni-

cations.

Communications internationally is becoming increasingly

widespread, and more and more it is ignoring national boundaries

lust as the multinntionfll corporation has grown. Of course,
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governments must find ways to deal with this, and the

increasing dependence of the world economy and world politics

on communications makes it very important to deal with it in

a responsive way and in a constructive way.

Our first principal policy in this area should be the

encouragement of the free and open exchange of information

throughout the world. We should encourage the very rapid

growth of telecommunications tying the countries of the world

together, and we should assure that it is available to

potential users, whether private citizens, governments, or

industries, at low cost and in a vary responsive way. The

princip.al responsibility for doing that job resides with those

in the international telecommunication business, principally the

carriers. But the governments haJe an important role to play

to make sure the political and institutional barriers do not

impose themselves unnecessarily. 1

This will not always be possible to the extent we would

like it, for government, of course, always must reflect

political objectives; and we find many of those in the growing

field of telecommunications. Sometimes these are constructive

objectives, such as assuring that all parts of the country are

tied together into the international telecommunications

network. Sometimes they are constructive objectives in that

small countries are worried about the bringing in of foreign

telovision programs that they feel might result in cultural

domination of their own society. These are important political
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objectives that must be taken into account. However, some

nations will try to use telecommunications for their own

rather narrow political purposes. Some countries want to

exclude and impede the flow of information because of reasons

drawn from their own internal politics. Some countries want

to use their own geographical location for their own temporary

technological advantage to increase their own political power.

These are the things that we have to be aware of.

To give you just one recent example of this interconnection

between technology, economics, and politics in the international

telecommunications field, I recall a question came up at the

recent World Administrative Radio Conference on Space

Telecommunications in Geneva. There were many countries who

felt that satellites could be use for educational television

such as the experiment we are planning with the Government

of India and for other possible us'es. ,However, there was a

considerable reaction by many countries against allowing this

kind of service. There was a move to prohibit the use of the

appropriate part of the radio spectrum for distribution of

television signals, and the reason for this was that small

countries were afraid of direct broadcast for propaganda or

commercial purposes from satellites owned by large countries.

In fact, that is a legitimate concern, but the effect of the

prohibition they wanted to introduce would have been also to

prohibit educational television services. It would have made

impossible what is technologically possible, that is to say,
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distribution of educational programming to remote areas of many

of the less developed countries themselves, and it would have

interposed a possible prohibition, a very strong impediment, to

the growth of certain important, purely domestic communication

services in some of the more advanced countries. This I cite

simply as an example of interconnectedness in the complexities

of the problems of the future of international telecommunications

To cite another brief example, the planning of facilities

for international communications is far more complex than it

used to be. We have institutional problems in that different

institutions are involved in supplying satellite technology and

satellite communications links. We have problems in that

satellite communications are used to serve wide points, whereas

cables go from one point to another point. But, of course,

as.we get more and more cables and as the world network gets

more and more interconnected, the problems of finding what is

the best technological and the most economic way to communicate

point to point becomes exceedingly more complex because of this

interconnectedness. You have to consider the effect on flow-

through of information as well as the origination and

termination of traffic. We also have to consider that, because

of our policy of encouraging access of telecommunications in

remote areas in less developed countries, we have an extensive

degree of cross-subsidization in our world telecommunication

network. So, all of these factors -- interconnectedness,

tal'itis, rate-making struc.turc.s, 'Lic social and political

objectives of tying the world together, encouraging the
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countries to come into the world telecommunications network --

all these things must be taken into account in planning just

one telecommunication link.

So, I think you can see' that planning international

telecommunications facilities is taking on a new order of

complexity. This complexity of interconnectedness is made

more vexing by the wide disparity of domestic telecommunication

systems we find among various countries. Countries, such as

the United States and Japan, have very sophisticated and very

widespread telecommunication systems in their own countries.

Many countries don't have that. I think we will have a very

low cost and flexible international network, but utility of

that will be limited if you can get only to one or two points

in a country, and then can't get the next three or four miles

to the party with whom you wish to communicate.

Much of the telecommunication technology that we are

developing in most sophisticated countries can be applied,

if appropriately modified, to serve some of the very important

needs of less developed countries. This is something I think

we should pay very important attention to. Educational

television, particularly, can offer a way, at reasonable price,

for many of the countries to educate their citizens much

faster than they ever would be able to do through written

words. So, I think we in advanced countries have an important

obligation to telecommunications in this field.

Let me move now Crort international communications to

domestic communications. I will talk principally about my
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country, but I think it is not too much different from what

you are seeing and will see in your own country. Japan and

the United States are probably the two most developed countries

in the world of telecommunications. And that looks like it is

likely to continue. Even though we have the problems of tying

together the rest of the world, developing the rest of the

world for telecommunications, you will no doubt see very rapid

internal domestic development of telecommunications in both

countries.

Domestically, we in the United States see the future

of telecommunications being almost embarrassingly rich.

The possibilities are so great that we find it hard to know

how to deal with them. This rapid quality change I am talking

111 about means we will have a whole host of new kinds of

communications services, and, quite frankly, our biggest

problems are figuring out how to deal with them, how to get

them introduced in a sensible way into the market place, and to

make sure that they don't cause excessive difficulties for

the existing important telecommunications services.

In the mass electronic media, television and radio

broadcasting, we see the most important factor for the future

being cable television. Already some fifteen percent of

homes in the United States are wired, and this is growing at

a quite rapid rate of growth. So, maybe as many as fifty

percent of U.S. homes will be wired by 1980. When we get

t o point w herc 11 -11. th ;lomos are wired, then
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we will have to look at cable television not as cable

television any more, but as a broadband distribution system.

And cable will then be a medium in its own right. The primary

feature of that medium will be channels, many channels; a

medium of plenty, rather than as we know it today, a medium

of channel scarcity.

Newer systems being installed in the United States typically

have forty or more channels. This is likely to be increased

in the future because the systems are being designed with conduits

to permit addition of new cables and with amplifiers being

located at easily accessible points, so high capacity amplifiers

can be added later.

The projected cost for cable television in the not-too-

distant future looks to be on the order of a tenth or a

hundredth of a cent per home per channel hour. The practical

effect of that is that the cost for television transmission

within the United States in say, ten or twenty years, is likely

to be negligible compared to preparation of programs and payment

for programs.

Cable television is inherently a local medium, but with

interconnection with satellites and microwave, it is also a

national medium. And with the development of new terminal

technologies, with the very rapidly reducing cost of video

tape recording facilities, we begin to see the development

in the United States of a highly flexible, high capacity network,
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with low cost transmission, recording and signaling capabilities

being very widely distributed. So it is not too much to

project that in twenty or more years, it will be possible

for a viewer in the United States to call up essentially any

kind of program or information material he wants, when he wants

it, at a price he can probably afford to pay.

This is going to represent real political problems and

real economic problems, making the transition from the mass

media structure that we have today to that of the future. We

can't destroy the economic base that we have; we have to have

sensible transition. This will make very difficult problems
1

of government policy: . It will mean, I think, quite different

government policies toward mass media generally. Government,

hopefully, will not have to exert nuch control of the content

of programming as they have in the past.
\ /We have observed, of course, similar kinds of problems in

iwhat we call the common carrier area of communication, that is

to say, point-to-point communication. We have the possibility

of a whole host of new services. Data communications will be

one of the first, but looking beyond that, very flexible

information services involving storage, input/output, retrieval,

processing, shifting around all kinds of information. Putting

it into the context of a simple telephone call, as an example,

we see very quickly the possibility for not just switching in

the sense of connecting station A to station B, but rather,

111 connecting to a person, wherever he may be. We see the



O

- 15 -

possibility of very widespread mobile communications. The

possibility exists that in ten or twenty years essentially

every vehicle will be equipped with a telephone. We see the

possibility of specialized ccimmunications networks inter-

connected with the basic national common carrier network.

In trying to deal with point-to-point communications, we

find two principal problems. One is the basic unpredictability

of what people want to use communications for. So we have a

rather chicken-and-egg problem in trying to design a network

to accommodate what we know will be a very enormous demand,

but not knowing what the character or shape of that demand will

be.

The other problem is the institutional problem. We have

come to think of common carrier communications as being a

natural monopoly. Our belief in that is being shaken by the

development of technology. It may well be that the old technology

did represent a natural monopoly. But much of the new technology

does not. Certainly, we have to preserve the benefit of economies

of scale, but we increasingly will have to allow the benefit of

economies of specialization. The problem is to make it possible

for competition and specialization to coexist with monopoly

and standardization. This is going to be one of the recurrent

themes in planning for the future of common carrier communications.

Well, I have talked too long. I talked all around the

future of telecommunications without telling you what it will

be. That is, 0r LOU 'S0 because it is impossible to predict
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the future of telecommunications. One predictable thing,

though, is that there will be change and it will continue to

be very rapid change. What I have tried to suggest is a flavor

of the kind of future that wei will have. What this kind of

future means, I think, is that those of us with responsibility

for telecommunications must put our focus on adaptability, on

the ability to deal with change and accommodate it as it arises,

and to deal with the impact and influence of our telecommunications

facilities as well as to provide the facilities themselves.

If there are any questions, I would be pleased to answer

them. Thank you very much.

(Applause)



S

I



REMARKS OF

Clay T. Whitehead, Director

Office of Telecommunications Policy
Executive Office of the President

before the

San Francisco Chapter
National Academy of Television Arts and Sciences

Mark Hopkins
San Francisco, California

September 14, 1972



•

•

Last year around this time I made a speech in New York
City that got some attention because of my proposals for
restructuring the framework in which the government
regulates broadcasting. I attempted to deal with
fundamental problems, such as license renewals, the
Fairness Doctrine, public access, and the whole scheme
of radio regulation. We've done more work on these
proposals and have had many constructive discussions
about them with people in the broadcast industry and
others. Soon we may be able to take concrete action in
some of these areas--license renewals may be the first.

But these proposals constituted the second half of
my speech last year. The first half--which got much less
notice--dealt with the new television season of 1971-72,
some harsh realities of the television business and how
the viewers perceive and react to the programs provided
to them. Now there's a new fall season. I'm going to
kick it off by stressing some of the same realities.

I'll start with my annual predictions about the
new television season that began this week. I predict
that CBS will have success with its ethnic lineup,
especially "Bridget Loves Bernie," in which a rich Irish
girl marries a poor Jewish boy, who is disowned by his
family after showing up at Friday night services in a
McGovern sweatshirt. NBC will find a large audience
for its "Ghost Story" series, which tells the haunting
tale of Lyndon Johnson's role at the Democratic convention.
The biggest surprise of the season will be ABC's "The Rookies
starring Sargent Shriver--it should get a rating of at least
1000 percent.

The opening of a new TV season is an exciting time.
Television has the viewer's attention. It's a novelty again.
While the professionals anxiously scan the overnights, the
viewers have a grand time. For them, the television industry
is what they see on their sets. What the advertisers are
buying, or what the prime time access rule is all about
hardly enters their picture. They see the best movies, the
best of the series, the greatest specials, the biggest name
guest stars--it's enough to make them want to stay glued to
their sets for the life of a 13-week contract. But the bloom
wears off quickly. The audience has learned by now that the
new season isn't a rebirth of television's golden age; it's
just another new season. Soon we will hoar the familiar
complaints about the blandness, the sameness, the lack of
quality, the commercials, the violence and all the rest.
The people want it the way it was back in the fall, but
this level of programming isn't sustained, and the viewers
urge the government to do something about television. So
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as we go into a new season we should look beyond the
excitement of the new programs and deal with some
difficult, continuing realities of the TV business.
But look at the complexities involved.

It is an unpleasant fact that broadcasting is the
only medium of expression under direct regulation. In
the regulatory process the government tries to avoid
content regulation and keep its attention focusedon
the technical and operational aspects. But something
must be done about the realities of television. To
regulate TV within the public interest context of the
Communications Act, the FCC has to devote some attention,
at least indirectly, to the programming seen by the
viewers. This Administration has strongly and consistently
urged that regulatory involvement in broadcast content
be kept to a bare minimum, and that the Communication Act's
public interest constraints not be permitted to overshadow
the Constitution's principles of free expression. We shall
continue to urge this approach most strongly, for it's the
only approach consistent with the First Amendment and with
the maintenance of a private enterprise broadcast system
in this country.

The FCC has worked well in the very difficult and
anomalous position of regulating a medium of expression
in a country that values the First Amendment as its most
precious right. But it's not the only arm of government
that has an interest in or a responsibility for this
crucial balancing of interests. OTP was created two
years ago, with the support of the FCC and the approval
of the Congress, to advise the President on these
sensitive questions. Some have suggested that once
created, OTP should stay silent; but it is wholly
appropriate and necessary for the Executive Branch to
grapple with the important communications issues of
our time. Given the pervasiveness of broadcasting, the
importance of television in our society, and the fast
changing technologies, it's essential that the President
have available to him a source of expert, independent
judgment. That's why there is an OTP.

I believe OTP has played its role responsibly and
with restraint. We have attempted to stay above the
smoke of the battle and take a long view. There are,
however, immediate problems that also come to the
attention of the Executive Branch. One or these problems
is the question of network reruns. Once the glow of
the new season fades, the viewers will be up in arms
when they realize the extent to which the networks are

t.
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programming reruns. A study made by the Hollywood unions,
which have been hit hard because of this practice, claims
that the general nationwide average of reruns in network
prime time is close to 60 percent. This has happened
slowly, but it's now getting to critical proportions.
I've read that the networks are working with a 44-week
schedule, which contemplates 20 or 22 weeks of reruns,
and this doesn't even take the summer weeks into account.

The problem was recently brought to the President's
attention by the program production industry and its
talent and craft unions. The President has written to
John Gavin, the head of the Screen Actors Guild, expressing
general agreement that the increasing number of reruns
constitutes an economic threat to the program production
industry. And the President has asked OTP to look into
this matter and recommend appropriate action.

From what I've seen already, this will be a good
profit year in the TV industry. I've also heard that
the Hollywood studios are on the ropes--that at any one
time there are many craft unions with 50% to 75% of
their members out of work. It is not clear whether
there is a relationship between either or these facts
and the spreading blight of reruns, but this is a matter
that requires some close scrutiny. The skilled and
creative people in the film industry constitute a
great national resource--one that sustains the TV industry
and provides enjoyment for millions of Americans. This
resource is now drastically under-used--and it is the TV
viewing public that suffers.

It may be cheaper to buy programming overseas, whore
production costs may be recovered before the program is
put on the international market, but it's certainly not
in the public interest nor in the networks' long-range
interests, to have our domestic program production
industry sapped of its vitality. After all, this resource
of creative talent and skills is capable of generating
audience interest in television during September and
October every year and, if given the chance, it could
sustain that interest right through to June.

The rerun problem is complicated. It's irresponsible
to criticize the entertainment programs the viewer sees
on his screen and blame evil-intentioned network
executives for not doing better. We have to understand
the economic complexities of why the program industry
resource is under-used, and why the system produces
the kind of programs it does. We are going to look at
the rerun problem carefully, and make our recommendations
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to the FCC, if necessary, or urge the networks to take
whatever action is deemed appropriate.

The mix of public interest, film industry employment,
and broadcast schedule factors, which is present in the
rerun problem, is also present in the prime time access
problem. Some argue forcefully for abolition of the prime
time rule as the salvation of Hollywood--after all it seems
to be costing the studios some $50 million annually.
And it is questionable whether the public has gotten
much out of the game shows and quiz shows that so
often fill the 7:30 p.m. time slot. I don't think all
the facts are in yet on the prime time rules. But T
do think it's time for the FCC to take a close look
at the effect of the rules, as Dean Burch has indicated
they will. Chairman Burch is an outstanding regulator
who has always taken an open-minded approach; when the
requirements don't serve their intended purpose, he
moves to change them. I'm confident all concerned
will get a fair hearing on the prime time rules.

The prime time access rule and the rerun problem
are a part of the need for more program diversity and
more program choices for the viewers. In many ways,
these needs result from the fact that we have only three
national television channels of programming in prime time
As long as we are working within a three-network system,
we have to deal with problems such as reruns and prime
time access as best we can. But, from a longer-run
policy perspective, creation of new networks may well
be the only way to meet the needs of program diversity
and audience choice.

Some have charged that OTP has opposed development
of public broadcasting into a fourth national network
because we wanted to stifle dissent or protect the
commercial networks' profits. Nothing could be further
from the point; we simply believe that the government
has no business creating and subsidizing a national
television network. But it is perfectly consistent
with our legal and economic traditions to help expand
program diversity and viewer choice by creating
conditions favorable to the development of additional
commercial networks or other new program suppliers.

This, you may say, sounds like "pie in the sky."
After all, the practical problems of starting up
additional networks have been insurmountable. True
enough; the high costs of interconnection and the need
to achieve a critical mass of major market affiliates
have blocked the chances for successful operations of
new networks. But the times are changing:

•
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First, the "open skies" policy for domestic satellites
could substantially lower the costs of national and
regional network interconnection. When combined with an
open entry policy for ownership and use of ground receiving
stations by broadcasters and cable operators, satellites
could facilitate affiliations with new national, regional
and specialized programming networks.

Second, the critical mass problem of collecting enough
major market affiliates could be eased by cable TV
development. The new networks do not have to look like
the present networks or operate in the same way. There
does not appear to be any reason why new networks can't
be combinations of broadcast stations and cable systems,
or why they can't simply be real-time program syndicators.

All of us owe the viewers our best effort in dealing
with the important issues raised by the communications
revolution that is upon us. They will get the
Administration's best effort, whether we are dealing
with longer range policy for the technologies that could
offer new services and expand the range of programs
available to the viewers or whether we are grappling
with a problem such as the one posed by reruns. The
consumer movement has made those of us in government
sensitive to the fact that our policies have to be
formulated in terms of their impact on the consumers.
That is also the proper perspective for broadcasting's
leaders. I hope that we can work together to expand
television's role as a vital factor in our national
life.

(IT 73094 I
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In an election year, a good deal of public attention

is focused on Washington. This matches Washington's

attention, which is most often riveted on itself. I'll

stick to the Washington theme and talk about some of the

things that occupy our time at the Office of Telecommunica-

tions Policy (OTP). I think this will give you some idea

of what we are and how we view our role.

OTP has a multifaceted role. But I think you would

be most interested in those aspects that affect broad-

casting. First of all, why should the President, through

OTP, have anything to do with this medium?

There are many alternative dictionary definitions of

the word "medium." One set of definitions conveys these

meanings: "A substance regarded as the means of trans-

mission of a force or effect"; or "a surrounding or

enveloping substance"; or "a channel of communications."

In one sense, all of these meanings apply to broadcasting.

It touches all issues. It affects how we deal with one

another; how we see ourselves as people and as a country;

and how we see our world; it affects how we exchange

ideas; how we conduct our political processes. And because

it is all these things, the relationship between the media

and the government is one of the most important issues we

face. In this regard, it is essential that the Executive
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Branch speak with an effective voice in this vital area

and work on an equal basis with the FCC and the Congress

in coming to grips with the complex issues presented by

broadcasting.

Think about these issues and then ask the more

relevant question: How could a conscientious President

ignore the issues and not participate in the policymaking

process with the other branches of government?

While the term "policymaking" sounds pretty ivory

tower-ish, it includes such everyday things as the FCC

passing on a Section 315 question, a Court of Appeals

reviewing a license challenge case, or the Congress de-

termining what to do about sports blackouts. But policy-

making also involves seeing the relationships among these

day-to-day actions. You need time for this, free of the

pressures of backlogged applications and clogged congres-

sional committee calendars. Executive Branch entities,

such as OTP, are well suited to this kind of policymaking.

We can add a different perspective to the policy process;

an added dimension that can be of substantial assistance

to the Congress and the FCC.

But even this more abstract type of policymaking

doesn't exist in a vacuum. Fundamental principles must

underlie all policy. In order to understand OTP's present

and future policies, you have to understand the principles

that guide OTP in these, its formative years. Those

•
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principles are that private enterprise is better than

government-run enterprise, that competition in the market-

place is better than regulation in Washington, and that

the First Amendment is a better guarantee of freedom of

expression in broadcasting than any other doctrine.

It's interesting to note what others say about a

government agency that is dedicated to these principles.

Naturally, some say very complimentary things about OTP,

but these things aren't very newsworthy. Others say things

that are not so complimentary.

For example, Congressman Macdonald of Massachusetts,

Chairman of the House Communications Subcommittee, has

described OTP as "the most serious, continuing threat to

the independence of the free broadcasting system of this

country." Others have taken OTP to task for our actions

on public broadcasting. Our study of the expansion of TV

network reruns in prime time is considered by some to be

unspeakable--or at least their remarks to me are unprintable.

In some ways such criticism is understandable, but it

clearly misses the point. It's simply a disadvantage of

creating a policymaking entity in the White House--your

policies are always considered by some to be politically

motivated. But let me discuss a few of OTP's present

policies and activities and you can decide whether OTP is

a threat to the independence and freedom of broadcasters.
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Let's take a hot topic first. I'm sure you all know

that, last month, the President expressed concern about

the proliferation of rerun TV programs in network prime

time. He asked OTP to study this problem. Some have

said that this means the Administration is trying to

control program content. Even broadcasters and network

officials, who give us credit for sincerely believing in

the private enterprise, free speech principles I referred

to, think that we have departed from those principles on

the rerun question. I think this criticism is misplaced.

Under the First Amendment, government is precluded

from making value judgments on the content of programs,

when it makes laws governing the media. Of course, this

does not mean that government cannot carefully regulate

some business practices and economic incentives of media

owners. After all, the antitrust laws apply to newspapers,

newswire services, motion picture distributors, and broad-

casters. Closer to home, the FCC regulates many business

activities of networks and stations. This kind of govern-

ment action is constitutionally valid because concentrations

of economic power in the communications media have an

adverse effect on the values of free expression and the

competitive exchange of ideas which the First Amendment is

intended to preserve.

Relating this to the rerun question, we are not making*

a value judgment on the content of rerun programs. We are

•
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not even saying that reruns, as a category of programs,

are bad. We are saying that the networks' business

practice of expanding reruns in the prime time hours that

they control is an appropriate subject of government

inquiry; by the FCC, by OTP, or other agencies. In this

instance, OTP is taking the lead and is making a thorough

economic study of the rerun practice and its impact on

important public interest goals. In doing so, we have

an obligation to get all the facts and to exercise the

kind of judgment and restraint that government must exercise

in dealing with economic regulation of the communications

media.

We are fulfilling that obligation. During the past

month, OTP's Chief Economist and I have had lengthy meetings

with representatives of the networks, other broadcasters,

the unions and guilds, the major and independent production

studios, and the leading TV advertisers. We have asked

all concerned to provide detailed economic and statistical

data regarding reruns and other programming practices. We

are analyzing this information and will be holding more

sessions with the interested parties during the next few

weeks.

Our recommendations to the President will be weighed

carefully. We hope rerun restrictions do not have to be

imposed by rule. We hope the networks will take voluntary




