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wasn't widely used until 1975.
I thought that direct broadcasting would have been
commonplace long ago in this field. Although the future may not

come as quickly as we expect, it will come. Thank you.

Cole: Burton Staniar, the CEO of Westinghouse and a good friend
t¢ this university and our Center, was called out to Los Angeles
for an important press conference officially announclng Derk
Zimmerman as the new head of Group W. Productions. Burt is
greatly interested in this subject and is on the FCC’'s HDTV
advisory committee.

I know all of us have experienced a situation in which the
speaker can’t make it, and we wonder about the knowledge of his
or her replacement. What’s extremely fortunate about this
situation 1is that the organization in question is Westinghouse
Broadcasting, an industry leader, with truly excellent people in
senlor management.

Tom Goodgame, the number two man at Westinghouse
Broadcasting and President of the Group W TV Station Group, has
developed an outstanding nationwide reputation in his own right.
He has been station manager of four local television stations,
first Little Rock then Baltimore’s WJT, Fittsburgh’s KDKA and,
finally, Boston’s WPZ. I would then emphasize that at the last
two stations (Group W), Pittsburgh and Boston, while Tom was
station manager each station received the coveted Gabriel Award

as the outstanding television station in the United States. On
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national level Tom has been the Chairman of the ABC Affiliate
Board, has served on the NBC affiliate board, and 1s now a member
of the NAB TV Board. In short, Westinghouse and Columbia are

very fortunate to have Tom Goodgame backing up Burt Staniar.

Tom: I really don’t have time to talk to you, I have to go out
and sell two million dollars worth of television sets. {[Laughter]
It’s amazing because we’re an industry under attack, we always
have been. We never were going to make it, and once we did we
developed a bad thing, we had too much violence, too much sex,
too much bad programming, and we have too many competitors now
and we have HDTV coming in, it’s a world disaster.

I don’t want to be cocky because we are an industry under
attack for a lot of different reasons. Most of which are wvalid.
What Kay says about children growing up is accurate, I think one
of the problems our industry faces is that you all know what CBS,
ABC, and NBC are and how they relate to the rest of the world,
but the younger you get, the less you know about it. I am
somewhat reminded, sitting here listening to Tony and Kay, of the
book Jonathan Livingston Seagull, written by Richard Bach. My
favorite book by Richard Bach is called Illusions. While
reading it, every once in a while you get a little sort of
thrill, because what the caterpillar sees as death God sees as
the butterfly. And I think we’re on the verge of becoming a
butterfly.

Yes, cable viewership is up tremendously, but the highest
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rated cable show last year, would have finished 84 in a list of
broadcast television shows. There were only 85 of them so there
would have only displaced one show on primetime network
television. You’re arguing the tremendous growth in cable, most
of that growth today is coming from the expansion in the unwired
metropolitan markets.

If you watch a lot of television you’'re not too interested
in whether it’s done by cable or over the air. You might say the
regulatory climate in which cable developed was restricted. The
cable industry grew up in a regulating climate. It’s true cable
operators had to carry our signal. It’s also true that without
us they wouldn’t have a business. And it’s also true that they
didn’t have to pay for those signals, yet they made a lot of
money off of them. Now that deregulation is here, the money and
the value that has been accumulated in the cable industry are
used to compete for viewers with the free broadcast network
programs.

From a broadcaster’s perspective, when we need the help in
fending off things that are damaging our business, we have none.
And when we didn’t need the help, cable, who has, to its credit,
one of the most effective lobbies in Washington, is able to
absolutely put itself in a position of being Mom and Pop, the
little cable operator in Oklahoma, who needs our help. We let
that happen to us, and we still let things like that happen to us
everyday. We’'re still only 25% as effective in defending

ourselves and in trying to get ourselves positions for the
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future. We have a long way to go.

I would like for you to envision a world without the over
the air cable commercial television, meaning you’'ll pay for
everything, including the staples of any business, whether it’s
USA, ESPN, news, information, however you want to classify it.
Movies play a role in that. I remember when I was in Tulsa
Oklahoma in 1970 when then the most sophisticated cable system in
the United States featured 35 channels, but only had about ten
channels worth of programming to offer. I can remember the
brochures describing all the things that cable was going to bring
me. I wish I had saved them. They were magnificent, new, and
different. Those promises are still basically unfulfilled.

What the cable industry is going after is the World Series
and things of that nature. Granted, in a competitive, open
marketplace, we should be subjected to that kind of competition.
I won’t argue that for a minute, but we too, would like a level
rlaying field. For instance, with must-carry. Cable didn’t have
to pay for carrying us, and now it doesn’t have to carry us, so
cable owners can go out»in the marketplace, with the money
they’ve earned, partially off of us, partially deserved, to
compete with us in an open, free marketplace with their product.
And what is their important product? You’re going to get what
you got before, and yes, you have to pay as a subscriber. You may
think you will receive this program free via the advertiser but
they aren’t going to deliver it.

It is interesting to me that we live in an age in which
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deregulation causes things like this to happen. It’s not an even
rlaying field. I don’t want to cry and moan about that, if we
lose, we lose. But we’re smarter now and we’'re a little bit
sharper and we’re not quite as fat. (That is not a personal
statement.) The truth of the matter is that we are leaner and
we're learning to operate better and our industry grew like 7.
There was a time when if we were ready to start a new show, we
went out and hired six new producers and two new talents and
another director without paying attention to what we already had
on staff. Didn’t matter. You can’t look at the double digits
increases in cable but you can look at high single digits right
now and if you’re awfully smart, maybe you can keep that going.
There are only 82 viable cable networks, HBO is obviously
the most watched. The net impact is about a rating point on the
total spectrum of households for any one of those services. HBO
would be about 2 points. That is hardly a business that clamors
fer the kinds of attention its getting. Cable has been very
smart, ESPN being the classic example last year. We live in a
cost per thousand world. We built this track to last a long
time, for ourselves. ESPN went out and sold a five-dollar cost
per thousand over the phone and they got the rights to gauge last
vear. That wasn’t five dollars per thousand viewers or for a
specific demographic category. It was five dollars per thousand
subscribers, that was a very smart move. Newspapers don’t sell
yvou the ads on the basis of who reads the sports section, the ads

cost the same whether its in the front section or not. Everybody
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knows the sports section is read by 50% of the subscribers but
the ad costs the same. The delivery was a 45 dollar cost per
thousand.

In television over the air broadcast charges, are hardly a
bargain. We in broadcasting have to get a little bit smarter and
we have to talk about sales. We must get away from cost per
thousand and find a way to talk about who can sell products in
the marketplace. I subscribe to you that there is only cne
method for reaching a vast market today. b0% or more of the
viewership of cable systems still watch network television, and
I’ve already talked about how fractured the other viewership is.
We’re still a horse, we will remain a horse for some time to
come. We can discuss that all day, but there is this new thing
called HDTV running arcund. I think we all should be more
interested in what you’d like to know than what we’re telling
you.

HDTV is a spectacular thing: you go to a demonstration of
it, and it’s fascinating. But you’re never goling to get into the
home unless it will be via one of the Bell operating companies,
which we have absolutely ignored in this. These companies
represent as tremendous a threat to cable as cable is to
broadcast networks.

HDTV is a misnomer, since we’re really talking about
advanced definition television. It is better theoretically
because you have more latitude. If you go with the technical

experts, the ratio for which you view a television set, is the
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height of the picture times 8. If you have a 12 inch height to
your picture and you’re sitting 8 feet back, you have a high
definition television picture. You’'re eye can’t perceive any
more than that. So what we’re really talking about is how wide
the picture is. Néw from the naked eyve, in the 9 by 12ft average
Anmerican living rooms, that doesn’t mean a damn thing. It only
becomes significant if somebody can give you a five foot wide
television screen in your living room.

HDTV is a production standard that can do almost anything.
But you’ve got to give the public something that will justify our
changing every television set in America, every piece of tv
equipment. We’re running cost analyses on 5 televigsion stations
in Boston, Philadelphia, San Francisco, Pittsburgh and Baltimore.
It will cost us 100 million dollars before we‘re through,
changing everything we have at our current estimate of cost.
Still, this is probably abnormal, you can’t price something that
hasn’t been invented yet. There are things out there that we’re
going to have to have to create. I don’t know how we advertise
that capital expense for something that were not sure that the

public wants. Here Kay and I are in total agreement.
Koplovitz: Thank God. At Last.

Goodgame: I was looking to get closer to her before this was
over. But the truth of the matter is that High Definition

Television is a product of Japanese ingenuity, and why? Because
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the Japanese are damn good at future planning. They saw the day
when the Koreans, the Taiwanese, and other countries would
develop the ability to produce the products that they were
selling cheaper than Japan could as its economy rose. So they
planned ahead. We have to have something new. That new is HDTV.
That’s their technology. Were talking about dollars and trade.
Wait till the American people shell out the money for the
technology, then the television industry of all forms, cable or
anybody else, will spend their money buying HDTV equipment from
Japan to transmit the US signals. As a result, American people
will have to spend one heck of a lot of money replacing one or
two sets, or four sets.

The truth of the matter is that it is Japanese-
incorporated. I’m not condemning this mind you, we should be so
smart, but HDTV is a Japanese-incorporated, technologically-
driven effort to maintain market share, increase their economy,
and prohibit competition. Lets define it for what it is. That
doesn’t make it bad. It only is stating the truth. At this
moment there has been no research of any consequence which has
occurred
in this country in a long time. The CBS labs are gone, the David
barnoff Lab is trying to stay alive, and its inventing a jerry
rigged nine megahertz, ultimately compatible to six megahert:z
system. They have an advanced television tube which is not
compatible and takes more bandwith. You have others working on

six megahertz compatible system. These developments have really
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attracted the Japanese’s attention and no one believes that given
today’s smart people, Japanese and otherwise, that you can’t have
a six megahertz compatible system that’ll fit into the first box
and give you the caliber of picture that you want. We know that
the world is smart enough to do it, it’s Jjust going to take some
hard work. Until, NBC made it’s announcement that it was going
to pursue this course, the Japanese didn’t care., All of a
sudden, they really do care. It matters, and I predict that it
will happen.

Then, Kay and I and all of our cousins and friends will slug
it out to see who gets the honor. Really all we are, what Kay
is, what we are, all VCRs are, are transmission systems. Two
important aspects of this issue are firstly, programming and the
advertisers, then what we call a consumer. We also have,
multiple systems that take the product and the programming and
deliver it to the consumer. All we are is something in-between.
The consumer probably doesn’t care too much about how he gets it
as long as he gets the program. So the challenge for us as the
transmitters of these signals, and yes, in many instances the
producers of the programming, is to find the product, the
opportunity to give the American public the things they expect
from us.

I submit to you the number of television and local
television stations will be around for a long time because we’re
the only ones who have the public picture of things. We’re the

only ones that must provide you with a public service announcer,
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the information, local programming, and local news. We really
are the driving forces of our industry. Networks spend a lot of
money on news and lose a lot of money doing it, and now they have
many problems associated with that. I submit to you the local
television stations also spend a lot of money on the news; its
the most profitable thing they’re doing. Suddenly they’re very
guiet because the audience is there to appreciate interesting
programs.

When we talk about programming and the need for good things,
you can see erosion from network television and over the air
commercial television. If you look at the top 15 television
shows on the air today, whether they’re good or not is
subjective, the ratings of most shows today are comparable, and I
mean almost identical to the top shows on television 10 years
ago. The audience loss when people switch to the cable channel
has been for those shows that people don’t care that much about.
The challenge for us is to produce high quality programming that
people will watch. But we can’t have people constantly slicing
at the pie without a response. The head of the ABC television
station in the eastern half of the United States made an
interesting observation, that "we used to deliver 20 ratings in
our news and we charged $2000 for 30 points,” and he said, "now,
yvou know we deliver a 12 or 13 rating and we’re charging 35000
for 30 points.” So, I'm not too panic stricken. Yes there is a
law of attrition, yes, it can reach the point where it’s bad, but

I don’t think 1’11 be around when it happens. Thank you.
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Cole: Given the reality of time constraints, I think it’s best to
forego a roundtable discussion segment, and move directly to

guestions from our expert audience.

Question: In terms of regulation, what is it broadcasters require

in terms of a level playing field?

Goodgame: All you need to do is insure that the material on cable
systems must carry all perspectives. The threats to our industry
comes from local cable coperators who, from a broadcaster’s
standpoint, uses the signal of an individual network affiliate
and sends that signal out, charges for it going to a satellite
digh without a copyright fee other than the mandatory compulsory
copyright subpoena, and deoes not pay anybody for the services --
the production crew, the Hollywood community, the New York
community or whomever. Cable can get that signal and you put it
anyplace in the country. Can they do it legally? That’'s yvet to
be determined. How long will it be before a cable operator says,
"ok, I’ve KDKA and MTV in Pittsburgh, CBS channel 2, I’1l]l switch
the CBES signal into the box with another tv and I’11 go out and
I'11 hire some local anchor people who went to KDKA and MTV and
I’11 build my own newscasts and you, the public, will lose. And
that’s our local affiliate. I think we have too many things
cable should be dependent on, but remember it is an unregulated

industry, and I’m not talking about the people who provide
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programming for it, I’m talking about the cable operators, who
have an exclusive franchise, with 50 channels and who have no

competition within the area of concern.

Question: Obviously the driving force in mass electronic
communications is advertising, we haven’t yet tapped into other
significant sources of revenue. Advertising revenue in
broadcasting comes from universal, ubiquitous penetration in over
95% of all homes using electricity. When is cable, if ever,
going to establish a lifeline rate that will bring in basic
services at some lower rate for the poor and the disadvantaged
and those that are difficult to sell? The telephone industry had
finally gotten back lifeline service, print media used free
circulation or give-away circulation to get mass coverage. And

never is advertising impact comparable to broadcasting.

Koplovitz: I really don’t think that cable systems are about to
take off the three broadcast networks or any of the strong
signals in their marketplace. I don’t think that’s in their own
self-interest. I think where the debate really looms is on the
fringes, in these fourth and fifth and sixth independent
stations, in marketplaces that really have no viewing share, and
only after have duplicative programming. In my view, they have
no more right to be there than I or, CNN, or Nickelodeon, or the

Weather Channel or some other networks that are adding
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differentiated programs for the marketplace. I think that’s
where the battle is: it’s not really whether we’re going to carry
broadcast network affiliates or strong independents in the
marketplace.

About the universal delivery of services in cable
television, I think that will come, but not overnight and not
freely from the cable operator because it’s not cost adjusted for
the cable operator to do it. Yes, the operator does have 80% of
the television homes in the U.S. CableVision tried that
experiment in Boston and bought some of the $2 universal
services. It doesn’t work with the cost of programming that they
do support and which we use to build revenues. On the programming
side, we can’t match the budgets of television programming of the
three broadcast networks if we’re to rely solely on advertising
revenues. That’s why the dual revenue stream is very important
on our side of the business.

I do think the issue of the telcos, which is alive and
getting a great amount of attention in discussion in Washington
these days, the major trust of fiber optics that being put into
rlace by the telephone company are the major issues now. I
think, at some Juncture, the cable operators are going to have to
decide if their generation of equipment is also going to be fiber
optics, which can carry many more signals. The telecos are not
now allowed to provide the service but since they are going to
almost every home with telephone service, they could also provide

video service. There’'s no gquestion that they’re poised and ready
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to provide that service with fiber optics. I don’t think they’ll
do it in open warfare, something else will happen in the
jockeying for position.

Since TCI came along, things are not as it used to be.
Malone is seen as the Darth Vader of the industry with 18% of all
cable subscribers in the U.S. under his direct influence in one
form or another. He was talking about a monopoly marketplace of
the highway going into the home. In my view telcos and the cable
operators must decide who will best provide the highway into the
homes, and under what conditions will the telcos, if they enter
the business, have to separate the profit margins from their
other operations or from their operations in the video industry.

If they don’t, they will overtake the cable industry over night.

There are numerous policy issues that must be resolved. But
I think you will see us marching towards some kind of resolution
in the next five years because the next generation of equipment
is being installed in the trunk line (or main line), by the
telephone company. This new equipment can also be installed by
the cable operator to the home with the branchline, which would
be very expensive for the telephone companies to do, so they
aren’t going to do it on speculation. The telephone industry is
very conservative, but the technologies are poised and ready. I
don’t think you’ll see universal service until perhaps 8-10 years

down the road.
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Question: Perhaps Tony could comment on Europe, where the
interests and ownership of the television broadcast industry,

telecommunications industry, and government are a little closer.

Hoffman: Well, they’re very different, there’s really no
rarallel between the American broadcasting system and systens
there. Europe is a totally different situation because its
mostly a state owned operation. I was lucky enough be the wrap
up speaker at a cable convention in London about six or seven
vears agoe just after the official government report on cable came
out, authorizing the franchises of major areas of England. I
received a short course in cable from one of the people who lived
over there the night before my presentation, and I was trying out
some of the comments I was going to make the next day on him and
I started going into the economics of cable industry in view of
this country. He pointed out that I made one wrong assumption:
that in the U.8. you have one cable down the street and in Great
Britain you see all the communications go down both sides of the
street because you can’t cross over. The reason you can’t cross
over 1s that the sewer is in the middle. The comment that I made
was that the answer to the economics in British cable was to put
the cable in the sewer and then the ... cable would be in an
appropriate place.

They didn’t take that very kindly but, I think they have not
yvet proved there is demand for cable over there, because of

viewing habits, and because of state owned television which
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develops dreadful product. You view some of the programs coming
over from the BBC and you’ll say, "Boy, isn’t that great.” - Yes,
it’s very good stuff, but it’s on PBS, and you love to watch
those low rated shows. The fact of the matter is the ratings for
Laverne and Shirley in it’s 5th rerun equals that kind of stuff,
and the British people have never had much of the kind of
televigion that we have here, so they’re not hooked on television
the way the American public is. Bringing cable into that kind of
environment makes them yawn. They can’t see why they need ten

channels, let alone forty.

Koplovitz: The Japanese truly rule the world in technology and
consumer electronics, but American producers absclutely rule the

world in product.

Goodgame: Those of us old enough to remember the role of the
network in developing programs for the over-the-air networks know
that if we alter the distribution system, with cable and
satellites and get a significant change, the likelihood is that
the networks are going to utilize those new systems. If there is

a market that will support them.

Koplovitz: Well, I hold what I’m sure iz guite a minority view
on that. I know that changing distribution systems or any kind
of patterns that are in place is very difficult. In my view, one

of the three broadcast networks or Fox may be the first US
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broadcaster of DBS. People in our industry share this opinion.

I think it may be one of the three broadcast networks because of
the fight for the viewer. This is simply the distribution
systems we’re talking about. The product is what counts and a
broadcast company may be the first to realize that reaching the
consumer is paramount. You can go to a lab today and a satellite
recelving dish inside your tv set receiving signals directly from
satellite broadcast. That may be the most efficient way of
reaching the consumer and for broadcast network, which has becn
greatly challenged by preemptions, by Star Trek, and USA Today.
The affiliated stations today are preempting more shows than ever
before in the station lineup when they don’t like the way their
local ratings go. They’'re selecting something from the first-run
marketplace that they think is going to technically play better
in their marketplace. ABC may be the number three broadcast
network but may be the first to realize that the way to prevent
preemption is to go directly to the home. NBC is clearly best

equipped to do that. Watch them - they will be very interesting.

Goodgame: Right now if there were no new admissions out there,
ABC could still deliver a satellite signal to your home, no
question. They have more transponders networks than anybody,

more satellites up in the sky.

Koplovitz: What are those 214 affiliates of NBC to do when they

do that?
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Goodgame: Well, the thing you have to remember is the network
profit margin. Those stations may hold other profit centers
they’ve got to protect, and when they start distributing they
haven’t changed the economics of the network. What people don’t
know i3 that there’'s been a lot of lobbying involved in local
broadecasts and reporters. A local broadcast station can buy a
satellite that can distribute about a 300 mile footprint.
There’s so many things happening, you can open up a technology
magazine and it’ll drive you crazy. Because what was in last
month’s issue is wrong and whatever it is it costs a hundred

thousand dollars minimum.

Hoffman: Let me Just add a postscript. Two of the three
networks, within ten years, are going to be owned by their
affiliates, not by a company that is Jjust broadcasting poorly.
The first one to go will be CBS, probably within the next 5
vears...Bob Wright has publicly said that he would like find a
way, he doesn’t know the way and I don’t think any of them do
know the way, where, let’s say in the case of a Philadelphia
station...that they would own 3% of whatever share of the network
NBC would like to give away. He has publicly stated he’d like
to. Why? Because he wants you to have a vested interest in
carrying his programs and he doesn’t want Star Trek to preempt
that show. The smart network affiliate today, and there are not
many out there, is not dealing with the network as the same

network. Yes, you’ve got to go to the phone and order first run
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media, and go into this network and get it ready to go, and cover
the programming aspect of it. Why are people watching tv?
Because the average network hour costs a billion dollars. That’s
the problem today that Kay and the cable operators have, they do
not yet have, though someday they will, the ability to go out and
produce high quality television shows. But in the meantime on
their salary you’re programming four hours a day. You’ve got the
billion dollar economy that cable has and maybe a billion and a
half or two billion. We're talking about peanuts in terms of
profits on television, and they don’t even have a news department

to worry about.

Question: What made me and a lot of other people suspicious about
the whole operation was the way in which superstations like WTRS,
a pure winner from absclutely every single aspect. Why do they

stay where they are? Why don’t more programmers, who are already
developing direct broadcast medium, make it a priority - putting

legal pressure on anybody to make and support an alternative.

Koplovitz: We derive money from advertising, and superstations
don’t have any license fees that they charge to the cable
operator. I think that the staticns are a different case in
proint than the copyright cable networks, which are most of us.
Since that C-band marketplace is growing, it 1s a source of
revenue for us and so, I think, a raw approach to the marketplace

is to accept the revenue stream for our product from the cable
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subscriber but not from the broadcaster. To us it’s another
home, it’s another revenue source. It’s also feeding on profits
to pay for the programming, which, as we were Jjust mentioning,
may be a billion and a half this year from that side of the
advertising market but it could be a billion dellars evenly in
revenues from cable operators as well. So the significant
revenue stream is growing every year and that’s why we are
interested.

You might be interested to know that one out of two black
boxes sold to tv are illegal, chips that can Dbreak the
inscription code so they don’t have to pay for signals. They ars
really being stolen from the sellers of the signals who have
bothered to scramble the signal like we have. There are a lot of
problems in the marketplace but, basically, we pay for our
copyright page progranmming. We, in turn, charge the people who
receive it something for it, because we think that we should not
discriminate in the marketplace. You also have to loock to the
stations who made these direct satellites to the homes in a much
more convenient method than C-band - not a market that I would

ignore.

Hoffman: If you ask people to pay directly for programming or
even to pay indirectly for programming through their cable
system, you net more money from the viewers than you will if you
do it in advertising. The benchmark of $10 cost per capita right

now on primetime for 30 seconds of commercial is close enough to
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reality to use for the purposes of this discussion. Then all you
have is a penny per commercial per household, that will stimulate
a lot of audience delivery in a lot of households to accumulate
dollars. You can get the same dollar by charging money to the
cable operator, who in turn passes it on to a higher base rate,
so it isn’t directly linked to that particular source. It’s a
much more expedient way of getting money out of the subscribers.
If you are going to do that you have to scramble the signal to
keep it out of the hands of the people who are not paying for it.
Now the cable industry is engaged in an attempt to figure
out which programming people will pay directly for using pay-per-
view (i.e. prize fights, rock concerts, etc.). Then there’s a
sustaining force of movies which make up the bulk of the
programming on HBO, Showtime, Movie Channel and so forth. The
problem is that when you get beyond those types of programming,
yvou do not find things that the consumer is willing to pay for
directly. The consumer is not willing to identify a specific
payment for a specific program or a specific series. The only
way that you can get direct payments is to get it indirectly by
charging an overall fee to the cable operator, who then passes it

on in the basic rate. That’s the way the industry works.

Goodgame: I would like to say one thing that is that the word

superstation drives me crazy. WTES is a channel in Atlanta; a

Mickey Mouse television station, that's all it is.
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