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------------
c. Indirect Evidenca. 

(1) Growth in 1 and lack of channels for 1 
Full service Stations. 

101. We begin this part of th• study with an overview of the growth 
of VIII and UHF service for the period 1950 to 1979. When the Commission 
adopted the Sixth Report and Order in the television proceeding in 1952 it 
allocated 1,962 television channels to 883 COUIIIIUnities. 48/ Of these 
assignments, 731 channels were assigned to the VHF band and 1,231 channels to 
the UHF band. The prioritiea eatabliahed in the allocation scheme reflected 
the Comniiaaion'a concern for interference avoidance and distributional equity 
as well ea the limited technological alternatives available at the time. 
Under these priorities, larger cowuunitiea were assigned more TV channels than 
_aruiller co,amunitlea. The following table sets forth these eaaignnienta ea 
atated in the Sixth Report and Order: 

Num.ber of channel Allotments by Population Clase of Central City. 
Source: Fig. III-3 at 6. 

Population of Central City 

1,000,000 
250,000 

50,000 
Under 

and above 
-1,000,000 

250,000 
50,000 

NU111ber 

6 " 4 " 2 ,, 
l ,, 

of Channels. 

10 
6 
4 
2 

In thia way the ujor urban areas, cities with a population of 1,000,000 or 
mote, were assigned aix to ten channels while s1D8ller, sparsely settled 
co11P11Unitiee with populations of under S0,000 were allocated only one or two 
channels. 

102. Over the years the concentration of actual service in the 
largest urketa has becOllS even more pronounced than the emphaais in the Table 
of Assignments itself. Table 111-8 ahowa that as of December 31, 1979, 
applicationa were pending for 72 new UHF cnllllllftrcial channels in the top 100 
urketa and 86 UHF colllOlercial channels were vacant and not applied for. In 
1114rketa 101-200 applications were pending for 14 new UHF co1m11.erclal channels 
and 90 channels were vacant and not applied for. Of the 61 vacant and not 
applied for VHF co ... erclal channels none was located in the top 100 markets 
and only aix were located in the top 200 rr.arketa. The remaining 55 VHF 
commercial channels were located outside the the top 200 111Srkets. Across all 
rurke~s only 10 applicetions were pending for new VHF commercial channels. 

48/ Sixth Report and Order, 41 FCC 148 (1952) at 169, para. 68. 
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' 62. 

the limited number of VHF assignments originally alloeated in 1952. Once VHF 
had reached the limit of its ability to add stations under the Commiaaion'a 
rules, continued unmet demand for services led to exploitable and economically 
attractive opportunities in the UHF band. Figut:e III-5 also demonetratee the 
rapid growth in UHF-broadcast coverage after 1965, when the effect of the All 
Channel Receiver Act of 1962 began to make competition by UHF in intermixed 
markets a live possibility. 51/ Proposals to allow the abort spacing of VHF 
stations of lass than full effective radiated power would relax the current 
lack of available frequencies in signal congested areas. SOIII" additional 
service would result in fringe areas around the larger urban areas. However, 
"VHF drop--ina~ l!Snnot be expected to remove the unmet demand for service 
either within the large urban areas or in low population density areas, 
because the potential growth in the 12 VHF channels will be inherently limited 
regardless of how efficiently those 12 channels can be used natlon-wide. 

(2) Rate of Return of Full Service Stations. 

105, Induetries that exhibit a history of both high and increeaing 
rates of return on invested capital generally are thought to be candidates for 
additional investments. 52/ We do not have current data on the rate of return 
for VHF and UHF stationa;"'however, Tables III-9 and III-10 provide aome 
indirect measures of the profit picture of broadcast stations in 1974 and 
1977. 53/ We hesitate to place too much emphasiB on this data because of the 
formatln which it la collected, yet the trend 1B so pervasive that it, too, 
suggests the desirability of additional television services. First, we 
observe that UHF stations are on average leas profitable than VHF stations 
(the percentage of stations reporting large profits is smaller for U'a than 

51/ The largest urban areas already experience eaturation of the available 
UHF spectrum. 

52/ Investment decisions are guided by the returns to be expected from each 
investment alternative available at the tillS that the investMnt decision is 
being made, The investor eeeking to lllBXimize wealth would use infomation on 
both the level and direction of movement~ of profits as signals regarding 
where to construct additional facilities, A good introductory discusaion of 
theae concepts can be found in T.E. Copeland and J.F. Weston, Financial Theory 
and Corpotate Policy (1979) at chap 2 and 3, 

21J Noll et al, supra note 36 at 16-17, present aooie evidence on rates of 
return for 1969 and 1970. They found that, on average, stations earned 73% 
before taxes on the book value of tangible aeseta in 1969 and 54% on tangible 
assets in 1970, These results must be heavily qualified but do suggest high 
rates of return relative to other induetries, Further evidence of high rates 
of return is suggested by the high and rapid increase in the sale prices of 
both UHF and VHF stations, The sale price represents the present discounted 
value of the expected future earnings of the licensee, Much of the future 
earning8 can be attributed to the value of the license, 
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TABLE ur-9: Number of Television Stations Reporting Profit 
or Loss by Amount of Profit of Loss. 

SOURCE: FCC TV Brosdcsst Financial Data 1977, 1974. 
Table 7 (1977), Table 7 revised (1974) 

1977 1974 
NETI.'ORK NETh'ORK 

TOTAL APFILIATKD INDEPENDENT TOTAL AFFILIATED INDEPENDENT 

''" "" "" ""' "" "" TOTAL NUMBER OF "" "" "" "" "" ™' 
STATIOr:IS REPORTING "" '" 4'9 '" " " 4'4 46' 439 H2 " 55 

NUMBER OF STATIONS 
REPORTING PROFITS 422 ,21 "' "' 25 '" 395 "° "' 64 " " PROFITABLE STATIONS 
AS PERCENT OF TOTAL 92 .1 73.4 92. 5 76. l 86.2 67.9 85 .1 47.9 87.3 57.1 54.8 29 .1 

NUMBER OF STATIONS 
REPORTING PROFITS OF 

$5,000,000 OR OVER 49 1 42 ' 1 " " 3,000,000 - 5,000,000 48 4 " 5 4 24 24 
1,500,000 - 3,000,000 " 9 " 1 ' 8 62 1 " ' 1 1,000,000 - l,S00,000 51 ' 51 2 4 " 1 34 1 2 600,000 - 1,000,000 50 18 49 14 1 4 50 ' " 4 4 ' 400,000 - 600,000 4S 20 41 15 2 5 39 5 " ' 1 2 200,000 - 400,000 " 20 " " 2 ' " 20 " 18 2 2 • 100,000 - 200,000 " " ,0 n .1 4 48 n " 12 1 1 

w 
• 50,000 - 100,000 12 14 12 1' 1 22 n 21 10 1 ' 25,000 - 50,000 12 10 12 8 2 7 8 7 ' 2 ·~ 

LESS THAN 25,000 

' 8 9 ' 2 16 lZ 16 " 
,_, ' 

2 

-

_,.,- '•,••'-o:4~i;;);;;_:_,{s..\,'.(j;; _r, _q;,, ..• ,-. '.-~----.:,,;i:;,~,;0.: ,. : · ·->Jc,·-' .. 

-~i"~'!f'-'-Y","'''"~ ''""'"' 

~ ,•.-.~a-'••"•;•,., ,}f_ • .( ''I•• ' 
'.•f,t; ~-L l ,,: ""' , , , cJ,_&1hi_-;JJ,;j_£ ;:_I,., c;~•~c.,_.,, , 



Table III-9· Continued 

NUMBER OF STATIONS 
REPORTING LOSSES 36 46 32 " 4 18 69 87 55 48 14 39 

UNPROFITABLE STATIONS 
AS PERCENT OF TOTAL ,., 26.6 7.5 23.9 1).8 32.l 14.9 52.l U.7 42.9 45.2 70,9 

NUMBER OF STATIONS 
REPORTING LOSSES OF: 

LESS THAN $10,000 s ' s 1 1 6 ' 4 ' 
10,000 -· 25,000 1 5 1 4 1 4 s 4 ' 
'25,000 - 50,000 4 ' ' ' 1 13 11 13 10 1 

50,000 - 100,000 ' 13 ' 8 s ' 14 7 7 ' 7 

100,000 - '200,000 ' 11 B 6 1 s 13 " 8 11 s 11 

400,000 - 400,000 7 6 7 4 ' 15 11 15 1' s 

400,000 AND OVER 7 6 s ' 
• 4 11 15 6 ' 7 11 

· * STATIONS OPERATING FULL YEAR ONLY J!XCLUDING SATELLITE STATIONS 

Profita are before federal income tax. 
i 
• 



Table In-10, Number of Television Stations Reporting Profit 
or Loss by Amount of Profit or Loss for Small Markets 

Source: Supra Table 9, at Table 19 (1977), T2hle 21 revised (1974) 

1977 1974 -NETli'ORI( IIF:'NORI( 

'"''" AFFILIATED INDEPENDENT ""'" AFFII,IATED INDEPENDENT 

""' "" "" "" "" "" '"' ""' "" UHF ""' ""' TOTAL NUIIBER OF 
STATIONS REPORTING 19' " 187 60 10 ' ,02 ,, 191 54 11 ' 
NUMBER OF STATIONS 
REPORTING PROFITS "' 45 160 42 ' 3 15' " 148 " 4 

PROFITABLE STATIONS 
AS PERCENT OF TOTAL 84.3 68.2 8518.0 60.0 50.0 85.2 43.3 77.5 ... 1 36.4 

NUMBER OF STATIONS 
REPORTING PROFITS OF 

$5,000,000 OR OVER 
3,000,000 - 5,000,000 
1,500,000 - 3,000,000 5 4 1 1 1 
1,000,000 - 1.,500,000 10 10 1 1 

600,000 - 1,000,000 " 2 28 ' 1 " " 400,000 - 600,000 31 5 30 5 1 l7 l7 
200,000 - 400,000 33 7 31 7 2 17 17 
100,000 - 200,000 27 10 " 9 1 1 39 4 37 4 2 
50,000 - 100,000 11 8 11 8 43 ' 42 ' 1 
25,000 - 50,000 " 7 " ' 1 19 ' 18 ' 1 
LESS THAN 25,000 8 ' 8 5 1 14 ' 14 ' • NUMBER OF STATIONS • 

REPORTING LOSSES 31 21 27 18 4 3 
• 

50 34 43 28 7 ' UNPROFITABLE STATIONS 
AS PERCENT OF TOTAL 15.7 31.8 1430.0 40.0 50.0 24.8 56.7 22.5 51.9 63.6 100.0 

• 5i:'· ,'>/lfc:-Y}frt'f!,'i-h+ ; ii,;. : ht •: ; . '. ··• )'>;• ·"Y;.!}/, ';,'!';,)'f.,1F-J1;l'(');~i;JV•./ ·'c]\<;;C "'"' ,, ";:,' -' ' ---~ 



Table UI-10: Continued 

NUMBER OF STATIONS 
REPORTING LOSSES OF: 

LESS THAN $10,000 5 ' 5 ' 10.000 - 25,000 ' 4 ' 3 ' 25,000 - 50,000 3 3 , 3 ' " 50,000 - 100,000 3 5 3 5 

100,000 - 200,000 ' 5 ' 5 ' 400,000 - 400,000 5 ' 5 ' 400,000 AND OVER ,. , 5 ' 
, 

' 
* STATIONS OFERATlNG FULL YEAR O!ILY EXCLUDIIIG SATELLITE STATIONS 

Profits are before federal income tax. 

_,lis/fuxwN< ,8 
,' ,, .. 
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for V'a) and the ratio of U!IF stations reporting profits is smaller than for 
VHF stations. Second, by both measures -- aggregate value of profits and 
number of stations reporting profits -- we observe both UHF and VHF stations 
improved considerably from 1974 to 1977. Thia is particularly true of UHF 
stations, where only 4S% were profitable in 1974 while 73% were profitable in 
1977, 

106. Tables 111-9 and III-10 also reveal that on average the 1110at 
profitable stations both UHF and VHF are found in the largest 100 markets. If 
we reexamine Table III-5 we find that the top 100 markets also have very few 
frequency assignments available for potential licensees (1-VHF and 86-UHF), 
Further examinatlon of our frequency study snggeets those UHF station 
essignmente that still are availeble are tepidly being licensed and that they 
are in the smallest of the top 50 ADI'e, 54/ Together, these data suggeat the 
existence of unmet demand for TV service 1n the larger urban areas, 

107. A study recently published by Gary Fournier of the Network 
Inquiry Special Staff found several results that conflm the qualitative 
analysis perfon,,ed here, 55/ Fournier found that ttVHF stations performed 
better than UlIF stations In the same markets,tt whether measured by rate of 
return or by station sale pricee (which is just the preaent value of expected 
future returns); ttnetwork affiliated stations perform significsntly better 
then do independents"; and market size influences station perfon,,ance. 56/ A 
key point to be made with regard to Fournier'a results le that entry barriers 
affect station profits. In particular, stations in markets that have no 
vacant frequency allocations typically have relatively large audiencee per 
station. Becauee the expected audience influences advertising revenues, we 
immediately see the link between audience size and station profits. 57/ 
Hence, if the entry barrier were to be relaxed (i,e. new entry allowed) we 
wonld expect to observe more stations in those markete with relatively large 
audiences per station (all else equal), The likely outc<ime of addirional 

54/ Supra, paragraph 102, 

55/ Gary Fournier "The Determinants of Television Station Profitabilityff 
Network Inquiry Special Staff, FCC (June 1980). 

56/ Id. at 125. --
EJ .!_<!, at 127-128, This analysis assumes that the profits are not competed 
away by engaging in rivalrous behavior such as purchasing more expensive 
programming, phyaical facilities or legal services to protect their license. 
tn fact, Fournier found that some rivalrous behavior does exist and that this' 
results in profits that are lower than would be the case otherwise; id at 
129. If the t:ivalrous behavior results in better programming, the viewers in 
those cormnunities likely will benefit, 
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ststlona would be a wider diversity of progra1ll!Uing and an overall increase in 
net benefits to society. ~/ 

58/ These indicators directly suggest only the profitability of providing 
additional service. It is important to note, however, that entrepreneurs are 
unlikely to find these additional investments in TV attractive if there ls 
little expectation that viewers desire the additional progra1111111ng. In the 
cane of commarcial television, advertisers would eventually tire of the cost 
of advertising time if few additional Viewers are attracted to the new 
services. At the same time, television station progra1"111ing coats are likely 
to increase rapidly due to efforts to attract the eesentially fixed 
audience. The combination of reduced advertising revenues and increased 
programming coats should reduce station profits and ultimately reduce the 
incentive to invest in this industry. Even if the audience remains 
essentially fixed, however, benefits accrue to the viei,er through higher 
quality programs and increased responsiveness of progra111ming; both of Whlch 
were designed to cannibali;ae viewers fr0111 other stations. 

:z. SWl\!Ury 

the conclu~!!~ The evidence preaented above provides aubatsntisl support foe 
that considerable unmet dl!lll&nd for TV service e:dsts in the 

~-S. In rural areas of the country the demand is both for baaic aervice and 
o!letaity of setvice. If baaic service, ass policy matter, la definad to 

aer!i::~ 
0
;ft;~ 1:ire;~:i~ 0!1f! :;:::ndm:;Y,

0
lo!

1
<•

1
<dduala are without a basic ~ 

choi f ,... nc u e a more co111prehensive 
even c:,,;,.. at:~;:: !!: :;:b;\ of i:dtvid

1
uats without a bask. service tnc:reaaea 

9 h v 9 on o as c services, there is evidence to 
s::!!":!t: ~= !: 1;1du~l11 demand greater diversity of progra .... ing. Thia is 

I! eve op,nent of pt~lllilllll channel services and in e~pressiona of 
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demand for programmlng oriented toward m1n,ority gro11p11 (whether ethnic, 
religious or special interest group). We can examine the unmet demand problem 
in rural and urban settings separately. 

112. Rural areaa oftan are plagued by both low population density 
and by difficult terrain (from the standpoint of propagation of TV signals 
over-the-air). Both of these influences make it financially difficult for 
advertisar-aupported, over-the-air service to develop. Both cable and 
translator services have aided significantly in overcoming this problem, but, 
there are limits on their ability to meet demand in these areas. Cable la 
hampered by the coat of providing it11 service in very low density areas., 
Translators are lllOte cost effective but suffer from financing and regulatory 
conatrainta that act to impede their full development. 

113. Urban populations typically have a number of services from 
which to choosi. So the question of whether these individuals are receiving a 
basic service is largely irrelevant. aowever, urban populations generally 
contain highly diverse audiences who demand diverse progral!lllling. The major 
limit■ on the ability to provide more diversity (primarily through more 
atations) are the lack of available spectrum. and the inability of relatively 
small groups (yet groups with intense perference for the minority program) to 
finance programming oriented toward them. 

' 114. the problem of spectrum ~vsilability is being met partially 
through expansion of cable and MOS service. Again the ability of these 
Services to meet the needs of urban areas are constrained, Cable 
inatallatlona in large urban areas are impeded by coat of installation in 
cities, willingness to pay for relatively small additions to service, and 
political muddles. MOS also ia spectrum. constrained and current application 
trends suggest that this spectrun, will soon be filled, 63/ 

115. Low po""r television broadcaat atations can provide new 
alternatives in both rural and urban areas. Thia service can go a long way 
toward relieving the unn,et demand documented above. What ia needed is 
additional flexibility in the form of relaxed regulation of the low power 
television service. The next section demonstrates how a ·1eas stringent 
regulatory environment could accomplish coat reductions and additinnal 
diversity in prograWlling. Part IV provides detailed analysis of the specific 
regulatory changes that ve recolllllll!nd to that end. 

63/ Thia aasumaa no expansion of the number of channels allocated to thia 
iiervke, but~ note 59, aupra, 
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F, Coat of Low Power Television Service 

116. The previous section examined the evidence currently avail.able-_ 
regarding the demand for television services in the U.S. This eection 1 ~• 

evaluates the coat of providing those services under varying eets of 
assumptions. We also discuse the mechanisms available ro pqy for them. 64/ 
The issue of pa)'JD.ent is s crucial one, for two reasons: Firet, in rural ar"eas 
-there typically do not appear to be enough potential purchaeers of local 
advertising time ro sustain a full service atatlon. Second, most current 
tranelat~r aervicea are financed by gover;ment, quasi-government or nnnproflt 
private organizations. These organizationa generally are severely limited in 
their ability to allocate funds for services. In some inatsncee they may be 
subject to a statutory ceiling, Without a means of excluding non-contributing 
members of the community there la a significantly reduced incentive to pay. 

117. The goal of this analysis of cost and financing is to 
demonstrate the gains in service from our recoounendations measured both an 
greater n11111ber of stations and a greater diversity of programming for any 
given station, We first examine the cost of constructing, equipping, and 
operating a small full aervice television atstion, under current regulatory 
constraints. These costs are then compared with alteruative cost projections 
for low power stations, based upon existing translator service and low power 
television experiments. 

1. The Small Full Service Station. 

116. The Intersgency Report on "Rural Communiciltiol19 concluded in 
1977 that "low power, cheaper broadcast ststiona for rural areas and 
originating translators should be considered as major options in providing 
local origination in rural counties," 65/ In planning a regulatory framework 
for the nation's television system in the early 1950 1n, the Commisdon had 
placed great importance on t'elevision "localism." Indeed, the Commiaaion' s 
second highest priority in devising the Television Table of Assignmeuta was to 
,nske available a first local service in aa 1111111y communities ss possible, The 
report in the "Cable Economic Inquiry" pointed out that the c'ommission bad 
assigned 1,962 TV channels in 863 communities; one-third of which were 
intended for noncommercial broadcasting. That study also indicated that 66% 
of the nation's 73.9 million television households were located within the top 
100 market areas; one-third being located within the top ten 111arkets. These 
areas have populations of sufficient size to support the high capital sod 
operating expenses associated with the conventional full service televlaion 
broadcast stations. However, theae coats evidently were beyond the reach of 
many of the communities that comprise the small 111arket areas. Of the 626 
channel asaignments for commercial use in 111arkets below the top 100, 241 
remained vacant as of December 31, 1979. 66/ For the smalleat 111arket 
category, Numbers 201-609, 145 (52%) of 278 commercial aseignmenta then wel"e 

64/ Our recommendations for permitting low-power subscription television are 
fully described in Part IV-0. 

65/ OTP study euprs note 11 at VI-6. 

66/ See Table III-8, 
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vacant. These consisted of 55 vacant VHF channels and 90 vacant UHF 
channels. Thia is despite the lack of any evidence that citizens in rural 
areas have a lower preference for TV service than citi~ena in urban areas. 

119. There is no secret as to why most rural communities do not 
have a local television station. The costs of constructing sod operating a 
conventional "full service" television station are high. The public record in 
this Inquiry gives an indication of theae costs. The cost estimates to be 
presented are baaed upon analyaea perfomed in 1977 and 1978. Because of 
inflation these estimates could be still higher today, According to an 
engineering study performed in 1977 and submitted by the Ohio Educational 
Television Coll!fflission, "a typical UHF transmitting plant for s major city area 
today naes s 50 kilowatt transmitter and a 36 dB gain antenna to achieve an 
effective radiated power level on the order of 1000 kilowatta," 67/ We have 
reproduced in Table III-11 the coat estimates given in the atudy-;-by 
Oscar Reed, for the construction of typical broadcast facilities at two levels 
of transmitter power. Installation coats of 10% were assumed in these 
estimates, 

120. The comments of the Corporation for Public Broadcasting (CPB), 
indicate that the construction coats, in 1978, of a conventional UHF broadcast 
station "with reasonable facilities would be approximately $1,9 
mi'llion," 68/ The CPB estimate does not include the cos ta of land or 
"building shell." Additional costs for studio equipment were not included, 
In another engineering atudy performed in January 1979 and submitted by A. D • 
. Ring & Associates, two suppliers of production facilities were contacted to 
eati1lll!te the equipment and associated costs "needed for a minimum level of 
local origination" on a station meeting all FCC rules. The study stated that 
a minimum equipment investment of about $400,000 was needed and that "a 
station using these facilities would not be able to execute anything beyond 
the most fundamental production techniques, to cover events such aa local high 
school basketball games requiring multiple cameras or to produce programs 
technically suitable for network distribution," It also pointed out that such 
facilities are "below the mlnimWII standards established by PBS for broadcast 
stations." 69/ The A. D. Ring study was submitted by the Association of 
Maximum Service Telecasters (AMST), in order to demonstrate the high cost of 
production facilities for low-power, full service TV stations, which MIST 
contends 11111y not be economically viahle. We have reproduced a listing of the 
equipment and related costs suggested in the A. D, Ring study (See Table III-
12) , 

67/ See the comments of Oscar Reed on behalf of the Ohio Educational 
Televiaion Co,mniaaion at Appendix 1, P• 11, 

68/ Commenta of the Corporation for Public Broadcasting, engineering statement 
at 2. 

69/ See the comments of A. D. Ring and Co., on behalf of the Association of 
Maximum Service Telecasters, Inc. st PP• 8-9, 

1:1 
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Table lll-11: Coat Estimates for Two Sltall TV Tranamlttera Meeting 
all FCC Technical Sta~darda, 1977. 

Source: Comments of Oscar Reed, on behalf of the Ohio Educational 
Television Commieaion at Appendix 1, P• 16-17. 

Item " kwatt plant 60 kwatt plant 

Transmitter $330 ,ooo $449 ,ooo 

Tower (1000 feet) 175,000 200,000 

Antenna */ 100,000 150 ,ooo 

Transmission Linea 75,000 100,000 

Building & Appurtenances 100,000 125,000 

Input & Monitoring 30,000 35,000 

Remote Control Equipment 30,000 35 ,ooo 

Mhc. and Contingencies 42,000 55 000 

Total Coat **/ $882 ,ooo $1,149,000 

~/ The 30 kilowatt station would use a flmoderace- antenna gain while the 60 
kilowatt station would use a flfairly high gain antenna.fl 

** I Based up on coats in 1977. 
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Table lII-12: Equipment Needed for Minimum Level of Local Origination Meeting 
All FCC Technical Standards, 1978. 1/ 

Source: co ... enta of A.D. Ring and Co., on behalf of the Association of 
Maximum Service Telecasters at 9-10, 

Two multipurpose television cameras with acceaaoriea 
Two film islands {film and elide projectors multiplexer, 

Ulm camera) 
One (uaed, reconditioned) 2ff quad video tape 

tape recorder 
There editing videotape recorders/players 
One portable videotape recorder 
One video switcher for production 
One video switcher for on-air 
One time base corrector 
Minors and text equipment 

,, 
Video and pulse diatribution equipment 
Two sync generators and aaaocisted eqolp'Olent 
Audio equipment 
Lighting equipment 
Studio-transmitter link 
Mobile van 2/ 

recorder 

Other equipment, (intercom, racks, control console, etc.) 
TOTAL COST .. ••••••,,•••,••·••••••••••••••••••••••••••••••••.-

Coat 

$ 4c6,000 
$ 90,000 

$ 50,000 

$ 17 ,ooo 
$ 9,600 
$ 10,000 
$ 20,000 
$ 25,000 
$ 42,500 
$ 8,000 
$ 4,000 
$ 12,000 

'$ 3,000 
$ 22,000 
$ 12,000 
$ a,ooo 
$379,100 

1/ These facilities do not include the coats of installation {estt,aated at 
approximately $40,000) or the coat of one transmitter, transmission line, 
antenna or tower, For a 5 kilowatt (tran9111itter) VHF station with a 300 foot 
tower, the transmission plant coats would be approximately $200,000, For a 
UHF station with similar facilities, theee coats would be approximately the 
same. 

2/ Microwave facilities to enable live remotes would coat an additional 
$16,000. 



121, The operating coats of a conventional broadcast atation also 
are sizeable. Two major expense items are electrical power and the 
replacement of final amplifier high-power klystron tubes. The annual 
electrical power costs associated with 30 killowatt and 60 kilowatt UHF 
tranamitting plants were estimated at $24,000 and $48,000 r"espectively (in 
1977 dollars), At the assumed power levels, annual tube replacement costs 
could have run as high BB $21,000 to $31,000 (again, in l!H7 dollars).~ 

122, CPB indicated that, in contrast to their proposed mini TV 
atation that would not efflploy fulltime first class licensed operators, "a 
conventional television station with a 81118.ll production facility would be 
expected to employ a chief engineer and about 12 other technicians to 
effectively run the station for 18 hours per day, seven days per week," !]J 
The Commission's rules require attendance by a qua.lified operator during the 
operation of a full service television broadcast station. 72/ In addition to 
technical personnel, the typical television also would employ staff for local 
newa and f<JII salea. 

123, Coats for television programraing alao are large. According to 
the comments of the National Association of Broadcasters (based upon NAB'a 
1978 Television Financial Report), "the typical program expense for a UHF 
independent with revenues under three million wae $686,800. For the middle 
50% range of such stations, program expeneee varied from a low of $192,900 to 
a high of $886,800," 73/ NAB stated that the typical program expenses for 
small market network affiliated etatione were $203,000; ~ for ,nations 
programming only 30-40% of the broadcast day, In arguing against the economic 
viability of low-power TV stations, NAIi pointed out that: 

because syndicated progra,nn,.ing very likely would be too coatly 
or unavailable to low-power stations, the hulk of their 
programming would be locally produced programming. Thia sort 
of programming is expensive, but not terribly lucrative. With 
the exception of local news programming, which only recently 
has become a profitable venture for local atationa, locally 
produced programraing has generally beens "losa leader" for 
broadcast television stations, Clearly, the high production 
coat of auch programming coupled with the limited audience 

70/ Supra, note 67 at 34-35. 

71/ Supra n~te 68 1 engineeriog atatement at 16. 

72/ The Commission's operator requirements recently have been relaxed to 
"jiermlt certain routine operations to be performed by operators holding any 
class of radiotelephone operator's license--previously requiring a. first-class 
licen•e, see discussion of operators in Part IV, B., paras 261-275. 

73/ Cotllltlenta of the National Association of Broadcasters at 18. 



potential of a low-power station paints a bleak financial 
outlook for any such venture. 74/ 

76. 

Assuming the typical plant, staffing, and technical standsrdo for full service 
television broadcaet station~, NAB' comments are well taken, though it sa~umed 
no possibility for STV. 

124. On the other hand, the coot for the low power station of 
programming not originated by the station consists mainly of the rebroadcast 
rights. Once the program baa been produced the main coat to the seller is the 
distribution coat, and these costs can be lowered through the use of devices 
such as bicycling arrangemento, 75/ reuse, or multiple distribution systems, 
such as satellites. For a station in a community of 2000-5000 viewers, or 
even less, the rights to at least aome program fare are likely to cost very 
little. Ultimately the producer must cover all costs and earn at least a 
competitive return or elae muat forego further production. However, in larger 
markets where there are a number of stations to bid for the product, a higher 
price ia probable and is the source qf virtually all of the program's 
revenue. tn the small market where revenues are constrained, any price in 
excess of the distribution costs should satisfy the holders of the program 
right&, 

125. The Commission's rules provide for the authorization of 
television broadcast stations at effective radiated power as low as 100 
watts, 76/ However, as indicated by the cowaents of the National Trsnolstor 
Association, Nthere are fourteen stationo with effective radiated power of 
less than 15 kilowatts in the contig!lous United States. ·of these, three are 
part of organized state educational television networks, three are strictly 
satellites of high power stations, and one is low power only because of height 
limitations, Thus, there are only seven stations which might be considered in 
the low power category." 77/ NTIA cites s study in 1978 by Kessler Associates 
which estimates the eqllipment and installation cost of a 100 watt UHF 

74/ Id at 19, 

75/ Bicycling refera to an artangement whereby the ptogram is placed on a 
videocassette and mailed to the firat station in a chain. That station shows 
the program then mails the cassette to the second station, and ao on thtough 
the chain, The last atation retucns the cassette to the point of origin. 

lli Sec. 73.614 of the Rulea. 

77/ Comments of the National Translator Aaaociation at 19. Each of these 
aTationa meets all FCC technical standards although they broadcast at low 
ERP'a. 
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transmltter facility at $43,574 (at an antenna height of 100 feet}, 78/ Under 
Part 73, Subpart E, of the Cmmission's Rules, a televhlon broadcas"tstation, 
regardless of power, must comply strictly with technical and operational 
standards. These standards have been established to ensure a continuously 
excellent quality of television picture and related audio, and to ensure th&t 
stations oieet the ascertained public interest needs of the viewers they 
serve. Accompanying these standards are the cou,pliance coats which include 
the coat of equipment operation and license applicatione. These coata can be 
prohibitive to stations attempting to operate in smaller communities, 
particularly in regions of the country having few if any cities and a 
characteri'sticslly low population density, 

126. NTIA also surveyed small full service stations in an effort to 
detennine the feasibility of stations in C01'1111unities serving less densely 
populated areas, 79/ Each of the stations met FCC rules and regulations and 
all were either profitable or Mviable" (only three coemented on their 
profitability and each of these indicated that they were profitable in 
1978). Estimates of replacement coats of their plant and equipment ranged 
from $400,000 to $719,000. The smallest of the stations (VHF, network 
affiliation, 9 kw output and MADI" of 9000 households) relied on some 
volunteer labor and a paid staff, each of which served several functions, For 
example, the station engineer also read the news report, 80/ This station 
relied almost entirely on local and regional advertising,r'eceived no payments 
from the networks, sod paid all distribution coats associated with the network 
clearances (approximataly $1,800 per month). The other reporting network 
affiliates received both network payments end substantial revenues from 
national advertising, All five stations produced locally originated 
programming. The lesson to be gleaned from this is that even small stations 
require aubstantial investment in plant and equipment to operate uoder current 
standards and require communities (or viewer groups) larger in many cases than 
those co which this inquiry has been addressed. The comparison is striking 

78/ Co!lllllents of National Telecommunications and Ioformatioo Administration at 
Appendix D, 

79/ All hut one of the stations were VHF network affiliates, The UHF 
independent earned about half its revenues from religious groups that 
purchased time for religious oriented programming. The ststioos ranged in 
sl~e from 9 to 60 Kw sod served CO!lllllunities raog1ng from 9,000 to 77,000 
households, See Reply Comments of the NTIA at Appendix a. 

"" then 
lie would set up the c'amera and focus it on the "newe desk. M 
leave the camera unattended, walk around to the front of lt 

to read the news, 

Re would 
and procead 
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between these six stations, and the 180 UHF and 61 VHF aaaignmenta outside the 
top 100 market8, vacant and unapplied for. 81/ 

127, The comments of the National Broadceating Company include a 
set of calculatione intended to illustrate the difflcultiee that a low power 
TV station would have in generating advertising revenues to meet programming 
expenses, The NBC calculations consider the potential of an hour of prime 
time programming in a hypothetical C0111131Unity of lS,000 households {the average 
number of viewing households for Arbitroo Market& 190-200), NBC concludes 
that, assuming "the beat possible circumatances - that all of the viewera in 
that community who would predictably be watching televiaion, would watch the 
program in question; and that advertisers paying a normal rate for the 
audience reached had purchaaed.80% of the commercial time available·•• this 
station generated only $230 to pay for s full hour of progralllJlling-. 82/ 

128. In summary, conventional full service TV broadcsat stations, 
as presently regulated by the Commission, have not been viable in many rural 
co,umunities that ate in need of local television service, either at relatively 
high or low levels of operating power. Television stations must generate 
eufficlent revenuea to meet operating coats and coats of capital. Co111nercial 
stations normally obtain reveneus fr011 advertising, Aa a recent etudy by 
Alan Pearce points out, "broadcasters are essentially delivering audiences to 
advertisere. The bigger the eudiences, the more advertiaera will he prepared 
to pay for commercials to be inserted in the broadcasters' programa.H 83/ All 
a result, full service stations have been unable to survive in many tutal 
areas, and the assignments reserved there often lie vacant and unapplied for. 

2. Low Power Television Alternatives= 
Coats, Financing and Gains in Service. 

129, Provision of a signal of very high technical quality is s goal 
of current regulatory policy and is required of licensed operators of full 
service stations, We agree that consumers would prefer higher over lower 
quality signals if their needs were 1118t in all other ways st the same cost, 
aowever, it is possible that industry perfot111Ance and conaU11er well being are 
c0111pr0111iaed by current regulatory requirements. To obtain high quality 
signals broadcasters must incur coats. These additional, mandated coats may 
preclude the devefopment of some stations that would be financially viable if 
lesser standards were allowed. If we are able to realize a gain of additional 

81/ See Tabla III-8. 

82/ Colll!llente of the National Broadcasting company at 17-18. 
leading to the $230 per hour figure are detailed in the N8C 
will not be reproduced here. 

The computations 
filing at 18 and 

Pearce, A. 
October 1978 

"Translators and Low Power Television" report prepared for 
at 1. 

' 
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aignals and presumably of more program variety while still providing 
acceptable technical quality signals, then society gaina. At the very least 
the consumer would have a choice as to the preferred mix of variety and_ 
quality. 84/ 

130. The analysis of the cost of building and operating even small 
full service television stations graphically illustrates the problem faced by 
private entrepreneurs in bringing service& to small, often widely dispersed 
groups. Although people are willing to pay a substantial proportion of their 
incomes to obtain service, it would be beyond the 1'.llesne of most communities of 
small size to support those services given' the coat of a full service 
station, For this reason, we rec0111111end an approach that is aimed st reducing 
the coat of serving the small or specialized communities who want but cannot 
now finance the desired services. 

131. There are no systematic analyses of the coats of providing 
services under conditions comparable to our recommendations for the low power 
service, However, there are aome studies that are the result of experiments 
in the provision of services utilizing more relaxed standards than currently 
are maintained by the Commission for full service operations. We first 
examine cost estimates for a small studio, full service system that could be 
expected to operate in a very relaxed regulatory environment. We then examine 
three experiments, one each in Alaska, Northern Canada, and New York State to 
detennine a range of costa for aowe highly simplified service options, 

132, The cost estimates reported here, in some instances, date back 
several years, and none of the conditions is exactly on a par with our 
recommendations, Consequently, it is likely that the costs generally would be 
higher than suggested here, though much lower than for full service television 
broadcast stations. 

a, The Pearce and EMCEE Corporation Estimates. 

133. In 1978 the Co111111iasion aponsored a report on "Translatora and 
Low Power Television Stations." 85/ The author, Alan Pearce, presented 
estimates of the cost of providing both translator sud local origination 
broadcast facilities, For the translator service Pearce seaumed a 10 watt YaF 
transmitter or a 100 watt UHF trsnam'itter. He selected these outputs because, 
he claimed, they provide COlllparable coverage both in tenns of quality of 

84/ Our recomwendations for the technical plan of low power stations are 
intended to assure that the service provided will be satisfactory. To that 
extent, we urge that a basic miniwwn of quality control be retained as a 
Commission goal. The reco!lllllendationa also are designed to foster the maximum 
of new services, short of the creation of objectionable interference, See 
Part IV B, 

!}!jj Supra. Note BJ. 



signal and spatial coverage. 
and operating coats for both 
assumed to include the three 
broadcasting station. 

80. 

Table III-13 summarizes his estimates of capital 
one and five-channel service. The latter was 
networks, one independent and one public 

134. Peaces then examined the coat of providing a local origination 
option to a small community. Thia mini-broadcast station was expected to mast 
current FCC regulations, including the transmit wavefot'Ill, and operator 
requirement•• Table III-14 provides an estimate of the coat of equipment 
needed for a 100-Watt station. In addition he assumed there were coats 
associated with necuring the license and studio coats estimated as a minimum 
of $5,000. Operating coats were estimated to run a minimWII of $2,000 per 
month 86/, and likely to be higher. Finally, were the costs of programming, 
which Pearce did not even attempt to eatimate though they could be 
subatantial. 

135. Clearly, even with the amall transmitter aize and minimal 
studio equipment, th~ coat of local origination that met current FCC standards 
was high. The Pearce estimates, except for translator servicea, confirmed 
what the vacancies in the Table of Assignments also suggested, that a 
commercial over-the-air broadcast aervice is unaupportable in small 
co111Dunities under the current regulatory environment, 

136. In a recent interview with Steve Koppelman of EMCEE Corp,, we 
obtained data on the estimated coat of translator syatl!lllll assuming various 
channel and power configurations. Table III-LS summarizes this data, No 
building or antenna tower coats are included nor did he estimate the cost of 
adding a capability for local origination beyond the cost of adding a 
modulator to one translator channel (approximately $4,000 if the translator 
input circuitry ia not removed), These e ■timatee are based on the nae of new 
EMCEE translators and Bogner antennas. We must point out that similar 
equipment is available at lower coat either from other auppliers or from the 
used equipment market, The range of costa can be seen easily by comparing the 
Pearce data (Table III-10) with the EMCEE data (Table III-15), 

137. We make no claims for the quality of the equipment uaed in 
either atudy but feel it ls important to note that the community contemplating 
a translator system has a choice of suppliers, Even ueing the ,nore expensive 
installation, it Seems thllt the equipment costs would be within the reach of 
most small communities. This is even mors distinct if local origination 
requires no more than ths addition'of a modulator (cost $4,000 or less) to one 
translator channel and purchsae of a video-casaette with callll!ra and record 
features (cost approximately $1,200-1,500), or purchase of a satellite receive 
only antenna aystem at $8,000 to $10,000, 

86/ Id at 24, 

-
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_ Table III-13; Sununacy Coat Table: Provision of Translator Signals, 1978. 

Source~ Pearce, Alan ~Translators and Low Power Television Stations~ 
for FCC, October 1978 at 17, 

Buie ooe-.ignal service 

Housing aback 

Total Pixed Costa 

Variable Coats 

Maintenance, 
electricity, 
tnaurance, etc, 

• 

Pixed Costa 

Pive signal service 
Housing shack 
Total Fixed Costa 

Variable Costa 

MaintenattCe, electricity, 
insurance, etc, 

var -
' 2,500 ,. 

3,000 

2,000-
31000 

$ 6,0oo 

$ 1,000 
per annum 

$12,000 
J 1ooo 

$15,000 

$ 3,500 
per annum 

um, 

$12 ,ooo 

2,000-
31000 

$15,ooo 

$1,700 
per an11Um 

$63 ,ooo 
J,ooo 

$66 ,Ooo 

$ 4,000 
per annum 
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TABLE l 

Total Over the Air Televieton-Coverage by N\llllber of 
Statio1111, Number ·or Marketa, and N11111ber ., Televiaion Household ■• 

Cumulative 
CU!O.ulative Number of P•rcentage of Percentage "' Number of Humber of Number of Televhion Televhion Television 

:tationa Markets Markets Houaeholda aouaeholds Households 

17 ' ' 10550.9 12.9 12.9 

16 ' 4 4344.8 ,., 18.2 

14 l s 1878.6 ,., 20.5 

11 I ' 1465.8 l .8 22.3 

10 ' ' 4362.9 5.4 27.7 

' 11 " 8687.0 10.7 38.4 

8 10 " 7151.7 ,., 47.2 

7 14 43 7215.9 ,., 56. I 

' " 65 9724.5 11.9 68.0 

s " " 10100.0 12.4 80,4 

4 " 134 8967.2 11.0 91.4 

3 30 164 4288.l 5.3 96.7 

' " 191 1833,6 ,., 98.9 

I ,0 '" 925.5 1.1 100.0 

• 81496.5 

' 

)!Jll.CES: Arbitron Television, Televhion Marketa and R.ankinga Guide 1981-1982 
hbitron Company, 1981). 

! : " 
: ! '! 

11ousehold 
Accesg 
Units 

179365.3 

69516.8 

26300.4 

16123.8 

43269.0 

78183.0 

57213.6 

50511.3 

58347.o 

50500.0 

35868.0 

12864.3 

3667.2 

925,5 

683016.0 
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TABLE lII-14: Equipment Coat Estimate of a Low Power Television Station, 1978 

Source! Pearce, Alan "Translators and 1.Qw Power Television" for FCC, 
October 1978 at 25: 

Ttannmiaaion Equipment: 

100 watt translator (UHF output, VHF lnpUt) 
combined with IIIOdulator ,a,e.etiog FCC 
specifications for FM microwave tranamiaaion •••••• 

U1U' directional antenna ••, •• •• , , ••• •••.,., •• ••, •• ••. 
100 foot antenna tower (medium windload) •••••••••••• 
Installation of tower .••• , ••••. , • , ••••• , •• • ••••• , ••• 
7/8 inch tranamioaion line, 200 ft at $3,70 

a foot (Cost includes 30 percent allowance 
for connectou, hangers, and other 

installation hardware) •••••••••••••••••••·•••••••••• 
I1111tallation of tranamiaalon line at $2,50 a foot••• 

Studio Equipment: 

1 Video switcher 
1 Live Cemera 
2 Videotape records 

1 record 8nd playback 
1 Playheck only 

1 Picture monitor 
2 Microphones 
1 Audio 1aixer 
1 Fi11a bland 
1 Waveform monitor 

TOTAL , , • , ••• 

Coat 

$ 9,670.00 
370.00 

l,400,00 
3,132.00 

740,00 
soo.oo 

$1S,2§2.00 *I 

1 Tilll8 heee corrector 
1 Sync generator 
Portable lighting 

TOTAL TRANSMISSION AND STUDIO EQUIPMENT COSTS 

$40,000.00 H/ 

$S5,292,00 "'**/ 

•/ This figure does not include the coat of monitoring equipment for 
detecting perameter failures, 

**/ With thie equiPlll"nt the station would have local programming capability 
U well ee the ebility to run tepee and fUmo. Thia compliment of equipment 
doee not, however, guerentee compliance with ell FCC technicel quelity 

.Atandards, For a more detailed discus9iOn of this point see Part IV B• at 
paraa 2S0-260. 

***/ Excluding studio costs. 

' 
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Table 111-15: UHf Translator Equipment Cost Estims.tes, 1980 

Source: Interview with Steve Koppel111an, Vice-president EMCEE Corp. 

(l) 

(l) 

(l) 

10 W, UHF Translator 
Multiplexer 

Transmission Line 1/ 
Transmit Antenna 27 
Gain XlO Omni -
TOTAL EQUIPMENT COST 

Yearly Electrical Cost 
Yearly Maintenance Cost 

100 W, UHP Translator 
Multiplexei, 

Tr;nsmissioo Line 1/ 
Transmit Antenna 27 
Gain XlO Omni -
TOTAL EQUIPMENT COST 

Yearly Electrical 
Yearly Maintenance 

l Cll. 

$12 ,ooo 

2,000 

10,000 
24 ,ooo 

130 
1,800 

$18,000 

2,000 

10,000 
30,000 

520 
2,400 

1000 W, UHF Translator $701000 
Multiplexer 

Transmission Line 1/ 
Tren!lmit Antenna 27 
Gain XlO Omni -
TOTAL EQUIPMENT COST 

Yearly Electrical Cost 
Yearly Maintenance Cost 

2,000 

10 ,ooo 
s2 ,ooo 

2,600 
7,200 

$24,000 
2,200 

2;000 

10 ,ooo 
38,200 

'" 2,000 

$36,000 
2,200 

2,000 

10,000 
50,200 

1,040 
2,800 

$140,000 
5,000 

2,000 

15,000 
162 ,oOO 

5,200 
12,200 

3 CH. 

$36,000 
3,000 

2,000 

10,000 
51,000 

390 
2,200 

$54 ,ooo _ 
3,000 

,2 ,ooo 

10,000 
69,000 

1,560 
3,360 

$210,000 
7 ,ooo 

2,000 

1s 1000 
234,oOO 

7,800 
17,200 

4 CH. 

$48,000 
3,000 

4,000 

20,000 
75,000 

520 
2,400 

$72,000 
3,000 

4,000 

20,000 
99,000 

2,080 
3,840 

$280,000 
7 ,ooo 

4,000 

30,000 
321,000 

10,400 
22,200 

1/ Transmission Line costs based on 200' length (at $9 per foot)• 

5 CH.· 

$60,000 
6,200 

4,000 

20,000 
90,200 

650 
2,600 

$90,000 
6,200 

4,000 

20,000 
120,200 

2,600 
4,320 

$350,000 
12 ,000 

4,000 

30,000 
396,000 

13,000 
27,200 

2/ Limited to 3 Ch, per antenna, {The antenna is rated at 3-kW; therefore 
for a l kW system it is necessary to go to a medium power antenna with the 
additio,;)l'of a second channel), 
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TAIILE 5 

NU11ben, of Competitive Local Medi■ Market• and Tele;rl11ion llou ■ehold■ 
in Th~ Under Alternative Competitivene■1 Ci1t■ ria and 

Product Hu:k■ t Defiuitioua 

A■aUllf!d NU11ber of 
Voices in the Mark.,t l .! 10 15 

• 
llro■ dca■t TV Only 98.9/191 68.0/6S 21.11 8 18.2/6 

Broadcast TV plus O= 100.0./211 80.4/97 38.4/19 20.5/5 

Broadcast TV plus ,Wo J00.0/211 91.4/134 47.2/29 20.S/5 

Broadcast TV plua "'~· 100.0/211 96.7/164 56.1/43 20.S/s 

llro■dcaet TV plua •=• l00.0/211 98.9/191 68.0/65 22.3/ 6 

llroadca•'t TV plus Five 100.01 2u 100.01211 80.4/97 21.11 8 

SOURCES; Calculated from table l 

NOTES; In each entry, the upper figur" h the pO!rcentage of television households 
contained in competitive markets; the lower entry h the number of competitive 
urlr.ets, 

The fint row assumes only broadcast television is in the market. 

The aecon:l row h relevant if all houaehold11 in the market can receive~ 
pay service (MOS, STV, or Cable) or video caaaettea and discs are counted a11 one 
voice or newapapers are counted aSooe voice or radio 11 counted as one voice. - -

The third row ia relevant if any two of the four possible additional voices 
are included, or 1f there are~ different radio voicea. • 

' ' Similar combinations can be aase!l!bled for the fourth, fifth, and sixth 
rows. Thus, the aixth row,, Broadcast TV plus Five, would be relevant fo-r markets 
with Oil!! nel<lilp8per voice, one pay video voice, 11.nd three radio voice11. A 
compi111tio11 by the National Auoeiation of Broadcasters shws that every one of the 
top SO markets haa at least six radio atationa, and moat have many more. The 
compilation alao ahoWB that the 75th, 100th, and 125th and 150th markets have 9

0 
8, 

13 and 9 atstionG respectively, See National As11odatio11 of BroadcasterG, Ne,,. 
Teehnologtes Affecting Radio and Televh!on Broadcasting (November 1981). 
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Table IV.lo Equiµnent Needed For 
Minirnum Level of local 

Origination 

159. 

(as presented in the Conments of 
of Maximum Service Telecasters) 

the Association 

cost: 

Tl..o nul tipm:pose 
accessories 

television cameras with 

Tl..o filrn islands (film and slide projectnrs, 
multiplexer, film cairera) 

One UUsed, reoonditioned) 2" quad video 
tape recorder 

'Ihree editing videotape recorders/players 

One fOrtable videotape (ecorder 

One video switcher for production 

One video switcher for on-air 

One time base oorrector 

llimi tors and test equipment 
' Video and pulse distribution equipment 

Tl..o sync generators and associated equipment 
Audio equipnent 

Lighting equipTlent 

Stlld.io-tl:ansrnitt.er link 

* lt>bile van 

Other equipnent (interoom, racks, o::mttel 
console, etc.) 

$46,000 

$90,000 

sso,ooo 

$17,000 

S 9,600 

$10,000 

$20,000 

$25,000 

$42,500 

S 8,000 

S 4,000 

$12,000 

S 3,000 

$22,000 

$12,000 

S 8,000 

'lbtal $378,600 

* Microwave facilities to enable live rern:>tes IIUUld oost an additional 
$16,000. 

Source: 'Ihe al:ove table appears as TABLE I of the engineering study of 
A.D. Ring & Associates, appended to the 0:mnents of the AsSOCiation 
of Maximum Service Telecasters in BC-78-253 (August 1978), at p, 9. 
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Before the 
FEDERAL COMMUNICATIONS 

Washington, D.C. 

In the Matter of 

Amendment of 47 CFR § 73.658{j); 
the Syndication and Financial 
Interest Rule 

To, The Commission 

) 
) 
) 
) 
) 

COMMISSION 
20554 

BC Docket No. 82-345 

COMMENTS OF CBS INC. 

Of Counsel, 

David Boies 
Stuart W. Gold 
L. Donald Prutzman, Jr. 
CRAVATH, SWAINE & MOORE 

VOLUME I 

Richard E. Wiley, P.C. 
Lawrence W. Secrest, III, P.C. 
Patricia M. Reilly 
KIRKLAND & ELLIS 

Joel Rosenbloom 
Thomas J. Sugrue 
David M. Frankford 
WILMER, CUTLER & PICKERING 

January 26, 1983 

George Vradenburg III 
Vice President and 

Deputy General Counsel 

CBS Inc. 
51 West 52 Street 
New York, New York 10019 
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TAllI.E 2 (Continued) 

~Vallnbility and Use Of Electronic Hass Media (Millions).: 1J70-19JO 

!1.?.Q, 1975 1980 19$2 ~ 1990 

Videocassette Recorders-

Homes With Access ;o 
" " 90 9, 

Owners ., 
' 

; u " 
Videodisc ?_!a£rs 

Romes with Access - ,s 
" " 9; 

Owners .00 ., 
' 7 

Vi_~eo_iames 

l!omes with Access 70 JS " so 97 
Owners - '' n " " '9 

NA~ Not Available 

Sources: Donaldson, Lufkin & Jenrelte, Industry Viewpoint: Cable '82 at 7, 9, 35 (OcL. 1982); Paul 
Kagan Assocs., lnc., Cable TV Databook 36, 51 (1982); Medin Science Ne\-ldetter, June 1-).5, 
1982, at 2; Ooyle Dane Bernbach, lnc., Ttte Media Scene: What Will It Look Like? 11 (1982); 
Television Digest, Inc., Television Factbook, Services Vol., at 79-a, 83-a (1981-82 Ed.); 
Titsch Publishing, Inc., Cablefile 93 (1982); Paul Kagan Assocs., Inc., HDS Data~ 13 (Oct. 
1982) 

Table prepared by Alan Pearc:e, Ph.D., January 18, 1983 

, , 

~ 

~ 
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TABLE 10 

Number of LPTV Channels Applied 
Cities in the Top SO ADI Markets: 

for in 
December 1982 

Nucl>er of Cumulative Number 
Clunnels* of Top 50 Markets 

" ' '7 ' '5 5 

" 7 
n 13 

" '5 

" n 
'° '9 
13 " '" '5 
17 '" 16 32 
'5 34 
14 35 
D " " 38 
n " 10 43 
s 46 
s 47 
7 " 6 4S 
3 so 

* The n=Oer of channels listed has been adjusted to eliminate mutually 
exclusive ar;ilications. for t1'0 i;easons, the number of channels listed 
may be undec=stimated because the number of mutually exclusive applica
tions within each ADI may be overestimated. First, it was assumed that 
all applicat~ons for the same or adjacent channels within each ADI were 
necessarily mit.uaUy exdusive. Seco'1d, Berry Best Services lists 
license app'-~cations by the city or to1'n where the staUon would be 
located. Ar'ri.tron Television's City Book was used to assign cities and 
towns to ADI,. This listing is not exhaustive, and many locations from 
the Berry B~st listing could not be assigned to any ADI. To the extent 
some of the ~ities and towns which were no~ listed in the City Book are 
Ul a top-50 Alll, the number of channels applied for in those markets 
will be Unde7estimated. 

Source: Be~,:y Best Services, Ltd., Low Power Applicant List (Oec. 
'-" '2) 
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Event 

Leonard-
Hearns fight 

The Rolling 

EXAMPLES OF STRONG MARKET 
DEMAND FOR PAY PER VIEW 

Date 

9/81 

Stones Concert 12/81 

Holmes-
Cooney fight 6/82 

star Wars 9/82 

Sophisticated 
Ladies 11/82 

Hearns-
Benitez fight 12/82 

The Who 
concert 12/82 

Total Revenues 

$ 8 million 

$ ' million 

$ 9 million 

$10 million 

$ l million 

$ 4 million 

$ l million 

Sources, Variety, Sept. 23, 1981, p. 42 {Leonard-Hearns); 
Satellite News, Jan. 4, 1982, p. 7 (The Rolling Stones); 
Advertising Age, Electronic Media Edition, June 4, 1982, 
p, 12 {Holmes-Cooney); CableVision, Nov. 22, 1982, p. 51 
(Star Wars); The New York Times, Nov. 20, 1982, p. 49 
(Sophisticated Ladies); Multichannel News, Dec. 13, 1982, 
p. 1 (Hearns-Benitez); Paul Kagan Associates, Pay TV News
letter, Jan. 10, 1983, p. 6 (The Who). 
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INCREASE IN RECEIVABLE BROADCAST STATIONS \) ;'"j !) i l /,_ 

AVERAGE NUMBER OF BROADCAST STATIONS RECEIVABLE PER TV HOME 

PERCENTAGE OF TV HOMES ABLE TO RECEIVE SPECIFIC NUMBERS OF BROADCAST STATIONS 

11)1-STATIONS 

SSTATIONS 

SSTATIONS 

7STATIONS 

&STATIONS 

SSTATlONS 

4STAT!ONS 

1~STATlONS 

• 1972 dota. 

,., 

' ' ' 

' ' 

' ' ' 

' ' ' ' ' ' ' 
' ' 

' ,~ 
' ' ' ' ' 

' ' 
' ' 
' ' ' 

•• 19!12 dot0 fu, 1---4 .,.,ion, """"IY 1olit botwt," 1-3 ond 4. 

' '" '+---I 

' 

''i----1 

11)1-STATIONS 

9STATIONS 

8STATIONS 

7 STATIONS 

GSTATICNS 

5 STATIONS 

4STATlONS 
1~STATIONS 

S0uro,i, Niol,.n Tol .. islon Ind•• ,.mplo. "St,1'on," lnoludo din&1lt ~gnal1 ond "1uportn1ii0n," impo"od •I• mlc,owaw 
;;;;;r;.,alllu o, -11 II mitlon, wholi 1l;nol1 m re<ol...:I o,., ;Ito al,. 
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I 

FRAGMENTATION OF TELEVISION VIEWING AUDIENCE 

,_.ETWORK 
AFFILIATES -(II.I HRS.) 

•A- """'""' of houn -IOhod daHy. 

-~ l4.5 HRS.) 

BASIC 
CABLE 
HOMES 

• 

.. , 
CABLE 
HOMES 

PAV CABLE 

AD.SUPPORTED 
CABLE 

1"'DEPE,_.DENT11, ~·· SUPERSTATIONS. 

NfTWORK 
AFflLJATES 

Sou,eo, "'l•I..., T-~°" lndo~, Cobio TV Stotus Ropom. Nov. 1981, Fob. 1982, Moy 1982. July 1982. 
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THE GROWTH OF PAY ME01A PROGRAMMING EXPENDITURES 

SEGMENTATION OF TOTAL HOME VIDEO 
PROGRAMMING EXPENDITURES 

,., 

Po"'""' ChOTigo 1982-1990 

Poy modlo o,0gr11mmin9 
ox~ondltUl'M 980% 

NETWORI( 
TELEVISION 

BROADCAST 
STATIONS 

-------
BROADCAST 

STATIONS 

($7,0 BILLION! 

Sou,oo: Boo,, Allon i!, Hamilton loe. Htlm.,.,, op...,,od In a,m,n, dollon. 

-104-
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·-1124.2 BILLION) 
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AMENDMENT OF THE COMMISSION'S SYNDICATION AND FINANCIAL INTEREST Rlll.B 

THE COMMERCIAL Ifil.EYJSION !NDUS'IllY; Pl IBI,IC POIJCY AND 

MAl!JjlIT QBYB!QPMFNT 

A Repo,, on the Development and Growth of Commercial. Television, 

New Cotnprtition, and the Policy Goals 

".'lBoho·r i.:t Ntl.»01,, 19BJ 

of Efficiency and Diversity 

Prepared By, 

WALTER G. BOLTER, Ph.D., CP.A. 

BOLTER & NILSSON, 

Consultants 

Bethesda, Maryland 

January, 1983 



1981 

"""' Madcet 

New York: 
Channels 
% homo• 

passed 

' Lo• Angis.: 
Channels 
% home, 

pas,ed 

' Chkogu: 
Channel> 
% home, 

•=' 
' Philad.J.: 

Cha1me]s 
% homes 

passed 

' 8oston: 
Chonnel, 
% home, 

pa,sed 

CHART 59 

Fully Expanded Growth l'rojectiona for Exi•tlng and New Vidoo Technologies 

Forllie Top Five Commercial Television Markou: 1986* 

CableT.V. ""' UHF& VIIF "' Long "'"' "'"' Long 
Torm Torm Torm Torm 

1986 Antcp. 1986 Anlcp. 1986 A.<itcp. 1986 Anlcp. 

" "' ' 5.10 " " 
,. H 

<'% '"" 

" '" ' 5-10 " '" H H 

.,. ""' 
" 

,~ 
' 5-10 " " H H 

,.. ""' 

" '" ' s.w 
" " H H 

.,. ,00% 

" "' ' 5.10 

' ' H H 

,,. '"'"' 

Low Pow,,, TV 

'-"•• 
Torm 

1986 Anrc~. 

" " 

" " 

" " 

" " 

" " 

• 1986 on, actual and currently applied for figure,. Home• passed are based on ADI !elevislon ho~,ehold,: cable 
channels are weighted average, for the fomchi>ed systems; coble 1986 homes p.,s,od figur<S assume cur.om cable 
frandused ,y,tems will pass 100% of hom,. in their areas: anticipated figures ,.,ume all hou,ehold, will take cable 
if availoblo. l 986 figures for other technologie, count through. 1981 applied tor applications and ,uppl\ers stoted 
intention,. i\ntlcipatod figure, ore based oo the following: MDS {D<>eket 80.! 12 figure,). VHF and UHF (total 
olloca!ed channel,), and DBS (same.., 1986). 

Sources: National Assool3tion of Broadcaster,, New Tcrhno/agie, Affecti,ig Radio and Television BroMru.iting. 1981 ; 
Bolter &. Nil=n e,timate,, ©, 1983. 



l 981 

"'"" Market 

" Sprgll<l, JI.: 
Channels 
% homo, ,_, 

'" Waco: 
Cl,,nnel, 
% homo, 

pa,<ed 

'" Odeisa, 
Channel, 
%home• 

pos,ed 

'" Eugene.: 
Channel, 
% home, 

passed 

CIL\RT60 

Fully l:xpunded Growth Projections For £xistin3 >nd New Technologies 

For Smaller CommcrcW Televi,lon Ma,kei.; 1986• 

CableT.V. "'" UHF&VHF 

'" ..... .... , Long ...~ ,,rm ,,rm ,,rm ,,rm 
1986, Antcp. 1986 Antop. "" An.top. 1986 Anlop. 

" 
,.. 

' 5. 10 • " ,. H .,. WO% 

" 
,,. 

' S-10 ' • ,. H 

0,% WO% 

" 
,,. 

' HO ' ' 
,. ,. ,,. ""' 

" ,,. 
' s.1 o ' ' ,. ,. 

.,. WO% 

Low Power TV 

Long 
,,rm 

1986 Amop. 

' ' 

• • 

' ' 

' ' 

• t 986 arc actual ar,d currently app!Jod for figure,. Home, p=d are ba,ed on ADI televi,ioo hou,ehold,: cable 
channel, are weighted a'<rago, for tho franchised system,; cable 1986 home, p..,.d figure, a,sume current cable 
franchised systems wW pass I 00% of homes 10 thcrr a,eas; amidpatcd figuro, ,,,ume all hou,chold, w,ll <.ake cable 
if ava~able. 1986 [lgure, for other technologies counl through 1981 applied for applic•tions and suppller, ,tated 
intentions. Antkipated figures are ba,ed on the following; MOS (Docket BO.I 12 figu,es), VHF and UHF (total 
allocated channels). and DBS {same as 1986). 

Sources: National Association of Broadoastet,. Nr,w rechnologies A/fee ting Radio ami Teleoi,ion Broadc,ming. !98 I: 
Bo I tor & Nilsson esti,nate,, ©, 1~83. 
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THE ORIGINS OF LPTV 

LPTV is an outgrowth from television translator stations 

which have been in operation since the late 1940s. A television 

"translator" receives a distant TV signal from another station 

and retransmits it simultaneously on a different channel. This 

enables a wider audience to receive the distant station. An 

LPTV station is set up much like a translator except that it can 

originate programming as well as retransmit the signal of another 

station. 

3. 

By the mid 1950s, nearly 1000 translator stations were 

operating in the U.S., mostly in rural parts of the Western states, 

They were setup by local interests, rotary clubs, school dis,tricts, 

TV repair stores, and local government agencies. The motivation 

to establish translator stations was quite simple. Communities 

with few or no television signals in their area wanted to gain 

access to programming, 

These early translator stations were "extra legal" in FCC 

terms. That is, they were setup without a license from the 

FCC. By the mid 1950s efforts were begun to license translators 

and establish a set of rules for their operation. Translators 

were restricted to 14 upper UHF channels (70-83) and power output 

wa~ limited to 10 watts. These rules did not stop illegal 

operators, Moreover, court actions and political pressure led the FCC 

to change translator rules a number of times and to issue many 

waivers on a case by case basis. 



Among the waivers which the FCC granted to translator 

operators, one can find the seeds which led to much current 

interest in low power program origination. In 1966, the Board 

of Cooperative Educational Services {BOCES) a translator operator 

in New York State received a waiver to tape incoming programs 

from various stations and rebroadcast them later in a mixed 
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format. This broke the barrier in relation to simultaneous 

rebroadcast of a single, distant station. Subsequently, in 1973, 

the Alaska Educational Broadcasting Commission (l\.EBC) and 

Corporation for Public Broadcasting received a waiver to construct 

low power ••mini-TV stations" in Alaskan villages. Since the 

stations were not planning to rebroadcast off-the-air signals, 

the FCC considered them "miniature" television stations. These 

stations evolved into a large network of LPTV stations serving 
' 

rural Alaska. Then, in 1974, the Roundup TV Tax District in 

Roundup, Montana, was authorized to use a translator station 

for rebroadcasting programs which were received directly from a 

satellite - rather than a distant TV station. Collectively, 

these translator stations put into place the evolutionary forces 

which have led to low power TV. 

In Fall 1982, more than 4,000 translator stations (in 

the traditional sense~ operate in the U.S. Approximately 65t 

of these operate on VHF channels and JSt on UHF, In addition, 

more than 200 low power stations are operating, The greatest 

concentration of LPTV stations is in Alaska, and nearly all are 



in rural areas. 

In addition, more than 7,000 applications for LPTV licenses 

have been filed at the FCC. Each of these potential stations 

as well as existing translator and LPTV stations are governed by 

the final FCC rules which were released in April 1982, Chapter 

2 discusses these rules. 
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coverage 

The coverage of a low power station will depend in large 

part upon the power of t?e station, the type of transmitting 

antenna used, and the height of the antenna over the.surrounding 

area. 

The FCC limits the transmitter power output of-LPTV stations 

to 1000 watts for UHF channels, 10 watts for VHF channels not 

on the Table of Assignments, and 100 watts for VHF channels on 

the Table of Assignments, None of the Table of Assignment 

Channels are available in major cities, but some are available 

in rural areas. The difference in power levels does not give 

a partiC'l.llar advantage to UHF since higher frequencies require 

11\0re power to achieve the same coverage as lower frequency 

channels with less power. 

No limits are placed on the height of an antenna. However, 

significant costs are associated with building a tall tower. 

For this reason, there is a strong incentive to share a tower 

with an existing station, -or, locate a small tower on a tall 

building or nearby mountain. Table 2 illustrates how antenna 

height can affect station coverage when all other factors 

remain constant, 

TABLE 2. 

Effect: of Antenn3 Height (Above Aver3ge 
Terrain) on Station Coverage. 

Signal Strength 
UHF (ERP) 

1000 
watts 

Antenna Height (Feet) 
Above Average Terrain 

100 
300 
500 

1000 

Approx, Station Coverage 
(Grade B Contour) 

5 Miles 

' • ' 12 
16 

, 



The type of antenna used can also have a strong impact 

upon the reach of a station, The transmitting antenna has the 

potential to concentrate the signal, thereby "multiplying" 
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the transmitter power output to a higher value. This multiplication 

ability is called "gain,n For example, using a transmitting 

antenna with a gain of 10 together with a 1000 watt transmitter 

yields a station power of 10,000 watts (or, 10 kilowatts). This 

power - the product of transmitter power output, potential line 

loss, and the antenna gain is referred to as ~ffective radiated 

power (ERP), It is the ERP that is generally discussed when 

one speaks of station "power." ERP and antenna height are the 

two factors which most directly influence station coverage. 

Table 3 illustrates how transmitter power output, antenna 

gain and antenna height can affect the reach of a station. 

VHF 
(Channels 2-13) 

1 watt 
l watt 

10 watts 

TABLE 3, 

Illustrative Low Power TV 
Station Coverage 

Transmitter 
Antenna Height ~ove 

Gain ERP Aver. Terrain 

5 5 100 
5 5 500 
5 50 100 

Approx. Useful 
Station Coverage 

3. 5 miles 
,.o ,., 

5 50 500 14.0 10 wa,,,,,,,_ _____ _,_ ____ ss ___ ...e""------'"-'"-------

UHF 
(Channels 14-69) 

100 watts 
100 watts 

1000 watts 
1000 watts 

15 
15 
15 
15 

1500 
1500 

15000 
15000 

100 
500 
100 
500 

6 • 5 
.12.s 
10.0 
21.0 

Source: CPB 



COSTS OF TRANSMISSION FACILITIES 

Minimal transmission equipment must include a transmitter, 

transmission antenna, and transmission line. Approximate costs 

for such equipment are outlined in Table 4. 

TABLE 4. 

Cost Estimates For 
Transmitters, Antennas & Transmission Line 

Band 

VHF 
VHF 
CHF 
UHF 

Band 

VHF 
VHF 
UHF 
UHF 

Transmitters 

Power Output (watts) 

10 
100 
100 

1000 

Antennas 

Power Gain 

s 
10 
s 

1S 

Approx, Cost 

$10,000 
20,000 
20,000 
75 000 

Approx. Cost 

$ 1,000 
5,000 
4,000 

10,000 

Trans!Dission Line: price varies from$ 2-9 a foot depending 
on the power output of the transmitter. Thus, a 200' 
transmission line linking the transmitter and antenna will 
cost $400 - 1800. 

Source: CPB and EMCEE Corp. 

The figures in Table 4 will vary in relation to the 

manufacturer and additional characteristics of the component, 
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e.g. directional antennas are more expensive than omni-directional 

antennas, 

In addition to these basic components, an LPTV transmission 

system may require a tower and a shack to house the transmitter, 

A 100' tower will cost approximately$ 4,500 installed, while 

a 200' tower will cost approximately$ 12,000 installed. A 

simple shack to house the transmitter may be built for$ 2,000. 

The costs of transmission add-ons, i.e. microwave send 

and receive facilities, and satellite receive dishes, are 

outlined in Tables. 

TABLE 5. 

Microwave and Satellite Equipment 

Studio microwave 
transmitter and receive 
dish 

Remote microwave 
transmission facility 

3-4 meter 
satellite dish 

s meter 
11atellite diah 

Approx, Cost 

$ 25,000 

16,000 

12,000 

25 000 

source= Cablevision 

In addition to these fixed costs, the transmission system 

must bear yearly costs of electricity lllld maintenance, An LPTV 

operator should estimate$ 3,000 - 10,000 per year for electricity 

and maintenance of the transmission system. The figure will vary 



in relation to power output, amount and age of equipment, and 

availability of volunteer help to mainain equipment. 

STUDIO EQUIPMENT 

In order to originate programllling on LPTV, a studio is 

required. This can range from a$ 600 videocassette playback 

unit connected to a$ 2,000 modulator up to a several million 

dollar studio complex. In some instances, an LPTV studio with 

local origination may indeed consist of a simple videocassette 

playback unit, e.g. if the station is affiliated with a local 

community college which already has a production studio. 

Fpr planning purposes, it will be assumed that an LPTV 

operator do'es require a studio to produce programs. Table 6 

presents 3 ~levels" of studios and 2 levels of remote production 

units. The descriptions in the Table broadly outline what the 

studios or production units can do. Appendix Bat the end of 

this report presents a detailed list of equipment for each of 

the studios and remote units. 

TABLE 6, 

Alternative Studios & Remote Production Units 

Level 

Studio 1 

studio 2 

Description 

A small but complete studio 
with 2 color cameras, video 
switcher, character generator 
and simple editing capability, 

A larger and more versatile 
studio than the one above, 
with stronger editing 
capabilities. 

Approx. Cost 

$ 60,000 

125,000 
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Studio 3 

Remote 
Unit l 

Remote 
Unit 2 

Tl\BLE 6. 
(Cont.) 

A full production studio 
with 3 high quality color 
Cl!l!lleras, full editing 
capability and post 
prodQction facilities. 

A single camera, 
professional recording 
unit suitable for news 
reporting and other 
simple on-the-scene 
coverage. 

A complete remote 
production unit with 
2 cameras and facilities 
to televise a sporting 
event or other live action 
scenes. 

$ 240,000 

12,000 

125,000 

Note= In order for either remote production unit to relay 
proq-ramming ''liveH back to the studio, a $ 16,000 
microwave link must be added to the package. 

Source i Warner Aftlex 

The packages in Table 6 do not exhaust the possibilities for 

studio configurations, One could easily double or triple these 

costs for more elaborate studios. Further, it is possible to 

piece together a bare bones studio for$ 15,000 25,000. 

PA"! TV EQUIPMENT COSTS 

In order to operate as a subscription television service, 
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a statioh requires a$ 15,000 encoder, The STV box which is 

required in each home, in order to unscramble the picture, costs 

$ 115 each. usually, these must be purchased in lots of 100 or 

more. An STV operator may sell the box to subscribers or lease 

i 



it as part of the monthly subscription fee. 

If an STV operator wants added security in the system, 

making it more difficult for someone to pirate the signal, 

an additional$ 40,000 in station equipment is required. Also, 

the price of the home box will rise to approximately$ 185. 

ADDING UP THE COSTS 

In attempting to piece together the total cost of an LPTV 

station, it becomes clear that there is a broad range of options 

and hence a broad range in costs. It is possible to choose 

all of the "bells and whistles" and arrive at a model LPTV 

station which equals the cost of a full service station (the 

FCC estimates that a conventional full service station with 

modest facilities costs 2-3 million dollars, exclusive of the 

land or building), In this report, it is assumed that most 

LPTV operators seek to build a station which is well below the 

cost of a full service station. 

The chart in Table 7 outlines a range in costs for each 
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of the equipment components described in this chapter, It is 

important to note that one can exceed the range in each instance 

and reduce the low estimate in a few instances, 

1 



TABLE 7. 

LPTV Equipment and Facilities Costs 

(Dollar Figures in Thousands) 

(Level 1) {Level 21 
Item Low Range Mid Range 

Transmission 
Equipment 12 27 

Tower 4 12 

Studio 
Equipment 60 125 

Remote 
Production Unit 12 125 

Microwave 
Links 16 25 

Satellite 
'Receive Dish 12 25 

Pay Tl/ 
Encoder 15 55 

(Level 31 
Upper Range 

85 

30 

240 

It is possible to use this chart along with the more 

detailed discussion earlier to arrive at a "ballpark" estimate 

of the cost for equipment and facilities. For example, an LPTV 

station with a mid range transmission system {27K), no tower 

cost, a small studio (60K), and a 5 meter satellite dish will 

cost approximately$ 112,000 for equipment, This does not 
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include costs associated with a building to house the transmitter 

and studio, or any ongoing costs of operation (i,e. electricity 

and maintenance). 

Below, four hypothetical examples of community LPTV stations 

are descritied, along with an estimate of the equipment costs 



for each, 

Example l. A town with 3,000 homes concentrated in a 
relatively small geographic area wishes t6 
construct a translator station to pick up 
a distant PBS station and rebroadcast it to 
their community. They plan no local origination, 

Cost Estimate: $ 12,000 

Example 2. A state college with existing production 
facilities seeks to build an LPTV station 
for the college community and the surrounding 
town of 15,000 homes. They plan local 
origination, using existing facilities, and 
require a satellite dish to receive prograrmning 
from a national ETV network. 

Cost Estimate: $ 57,000 

Example 3, A community with 30,000 homes has two population 
concentrations separated by a mountain. They 
seek to build 2 stations. One station will 
provide local origination tor the entire 
community, The second station will serve 
merely as a translator to rebroadcast the 
signal from the main station. 

Cost Estimate= $195,000 

E~ample 4: A community with 50,000 homes seeks to build 
an LPTV station which can provide a significant 
amount of local origination, including some 
live, remote coverage of high school sports. 
They also intend to provide a pay TV service 
(a satellite fed movie channel) during evening 
hours. 

cost Estimate: $ 560,000 
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Construction and 0peratinef co·sta 

f' ,.., ' ' ,j -J ., 

53. 

The FCC application form which was in effect when the survey 

was conducted had some confusing features. Among them was a 

request for the applicant to estimate construction costs and 

initial operating costs. Some applicants estimated construction 

costs plus 3 months operating costs while others provided first 

year operating costs. Curiously, the estimates are quite 

similar. Table 13 aggregate& the two sets of figures. 

TABLE 13. 

Nonprofit Applications 
Estimated Construction & Operating Costs 

, of Stations 

60 

35 

5 

Est. Constr. , Oper. 
Costs (3-12 months) 

$ 100,000 or less 

100-200 ,ooo 

200 1 000 or more 
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LPTV STATJOK MODELS 

This chapter 1/ reviews briefly the major organizational 

features of an LPTV station; 2/ integrates selected features 

and options into four practical station models; 3/ discusses 

potential advantages and disadvantages associated with forms of 

content and sources of programming; 4/ provides an overview of 

staff requirements in station operation1 and, 5/ reviews a few 

existing LPTV stations and local cable-based community channels 

whose organizational structures may offer guidance to the LPTV 

p_lanner, 

MAJOR ORGANIZATIONAL FEATURES 

Stand-alone/Multichannel/Network 

The first noteworthy feature of an LPTV operation is the 

number of stations it encOlflpasses and the relationship among 

those stations. There are three general options - whieh are not 

completely exclusive, 

o A single, stand-alone station. This form of station 
may obtain programming from a satellite or a nearby 
university, but the operation and transmission are 
independent of other stations. 

o A multichannel, stand-alone operation. This form of 
station broadcasts 2-5 channels of programming from 
the same site. Under FCC rules, there are no limits 
on the number of channels whieh an LPTV operator may 
seek in one area. A multichannel operation may function 
like a small cable system, offering a few channels of 
basic and pay services, The cost of multichannel 
transmission is far less than the cost of transmitting 
the same number of channels separately. For example, 
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a single channel VHF transmitter costs approximately 
$12,000, while a 4-5 channel VHF transmitter costs 
approximately$ 25,000. 

o A local, state or national network, A number of 
groups propose to form a national network of 10-100 
LPTV stations, with programming fed by satellite to 
affiliates. This is a very large scale endeavor. 
Full time lease of a satellite "transponder" (a 
channel on the satellite) costs several million dollars 
per year, By leasing the transponder for a few 
hours per day, the cost may be reduced to l or 2 
million dollars per year. costs can be reduced still 
further if a group uses only off-hours satellite time. 
In this case, each station would record the satellite 
feed during the night, for broadcast the next day. 

A second option is a statewide network, with individual 
stations linked by microwave or, in some instances, 
a satellite, In addition, many applicants have proposed 
a local network or "cluster" of stations in an area. 
Generally, the local network is formed because the 
population is spread over a greater area than can 
be reached by one station. Thus, two or more stations 
(at different sites) are used to reach the larger 
community, Figure 2 on page 37 illustrates this. 
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Progra~ Sources (Transmission) 

In designing a station, careful consideration must be 

directed towards how programming arrives at a station in order 

to be broadcast. The ways programs "move" from their source 

to the station may be grouped under five categories. Most 

stations will employ more than one of these methods, These 

ways of "moving" programming we:r:e discussed earlier from a 

technical point of view. Here they are assessed from a business 

and market planning perspective. 

o Broadcast retransmission. Existing translator stations 
use an antenna to receive a normal over-the-ai:r: signal 
from a distant station. The signal is then amplified 
and retransmitted. Costs associated with such ~tion 
are generally low (e.g. $ 100) unless the antenua 
must be located on a towe:r: other than the station's 
transmission tower or at a distance f:r:om the transmission 
site. 
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o Satellite Receiver, A satellite receive dish enables 
the station to receive signals from a satellite. The 
cost of a satellite receiver will vary from$ 12,000 -
25,000 depending upon the quality of the signal which 
is acceptable, location of the station within the 
"footprint" or transmission beam of a satellite, and 
amount of interference in a particular area. If an 
LPTV station wishes to pickup signals from more than 
one satellite, costs will rise 10-50%. 

Satellite "uplinks" enabling a station to transmit 
signals up to a satellite are very expensive and 
beyond the means of individual LPTV stations. A 
group which intends to operate an LPTV network (with 
satellite transmission) will need to lease the 
facilities of an existing satellite uplink and find 
a way to "move" their programming to the uplink 
facility. 

o Microwave transmission.and reception, Microwave 
transmission provides a means to transmit programming 
from a remote studio to a transmitter; an on-the-scene 
reporter to a studio or transmitter; and from one station 
to another station. Microwave transmission is "line 
of sight." The path from transmitter to receiver 
cannot be blocked. Thus, intermediate links are 
sometimes necessary to move the signal around an 
obstruction. The cost of each send/receive point 
varies between$ 15,000 - 25,000. If a special tower 
must be built for the microwave dish, costs will 
rise, 

o Land lines. Video transmission can be sent over special 
land lines, available from AT&T, This form of 
transmission is very expensive and likely to be beyond 
the means of LPTV operators. 

o Mail. Many prerecorded programs are sent to stations 
in regular mail service or one of the overnight 
package delivery services. This form of program 
transportation iii often called "Bicycling.~ 

o Local origination. Live in-studio programming and 
the playback of locally recorded materials do not 
require special transmission to the station. However, 
costs are associated with the traffic management of 
local prerecorded materials, particularly if the 
programming comes from a variety of local sources, 



Clearly, the selection of ways to move pr_ogramming from 

its source to the station is closely related to the choice of 

content and existing sources for programming. If a station 

wishes to use a satellite service, it will require a satellite 

receive dish. However, it is vital to consider the cost, 

availability and operational implications of moving programming 

in a given way, at the earliest planning stages when basic 

content issues are under consideration, In addition, planning 

activities should include an assessment of existing transmission 

systems in the area where the station is to be located, Often, 

considerable savings can be realized if the station can share 
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an existing facility with another group rather than build a new one. 

Ownership 

The ownership patterns for nonprofit LPTV may differ somewhat 

from the current pattern of public television station ownership. 

Table 16 outlines the ownership pattern for existing public 

television stations. 

TABLE 16. 

Public Television Station ownership 

Ownership Group 

Community 

University 

State Authority 

Local Authority 

Licenses 
% of Total 

39 

34 

15 

12 

Stations 
I of Total 

Source: CPB 

26 

27 

40 

7 



LPTV will include all of the groups currently involved in 

public television plus a number of small, private nonprofit 

groups, e.g. those who have become involved in cOll'll'l'lunity cable 

channels. In addition, LPTV lends itself under current FCC 
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rules to joint ventures between a nonprofit agency and a commercial 

entity, as well as a consortium of nonprofit agencies, 

A private, nonprofit group seeking to operate an LPTV 

station may wish to investigate the strengths which can be 

provided by a joint venture with one or more of the following 

local groups: 

PBS Affiliate 

2 or 4 year College 

Civic Associations 

Village or Town Agencies 

State Agencies 

Newspaper 

Cable Operator 

TV Repair Shop 

Radio Station 

Commercial TV Station 

A PBS affiliate can help an LPTV operator by providing 

or joining in the production of local prograJ1U11ing, and by 

securing access to PBS programming which might not otherwise 

be available to an LPTV operator. It may also be possible for 

the LPTV station and the PBS affiliate to share studio facilities. 

A number of PBS stations have applied for an LPTV license. 

In addition, many public television stations (e.g. KCTS in 

Seattle, Nebraska ETV Network, KPBS in Spokan and WSKJ in 

Knoxville) have developed a second channel for cable and/or 

secondary distribution channels such as ITFS and LPTV. 

l 



Local colleges, civic associations and government agencies 

may assist with funding, provide_volunteer staff, and build 

support within the community, Many of the best models for 

such relationships can be found in community cable channels. 

In many communities, the local newspaper is a strong 

potential partner since it already functions as a supplier of 

local news and information. Moreover, it can handle advertising 

and billing (for an STV operation) for the LPTV operator, A 

local radio station, cable operator and commercial TV st~tion 

can provide some of these resources as well. 

FOUR STATION MODELS 

It may be helpful tO combine some of the options just 

discussed into model LPTV stations, The four models below 
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are presented as practical examples for review and analysis, 

not as ideal or recommended ways to organize an LPTV operation, 

l. An existing translator station currently retransmits the 
signal of a nearby PBS affiliate. The f~anslator is 
owned by a public authority in the area . Working 
in conjunction with a consortium of local groups -
the library, League of Women Voters, and the Kiwanis 
Club - they build a Level 1 Studio (see page 42), The 
studio is financed in part by the same public authority 
which built the translator station, and by the local 
groups who join the LPTV consortiwn. The new LPTV 
station continues to retransmit the PBS affiliate and, 
in addition, provides 30 minutes of local news each night. 
While they begin with a small amount of local origination, 
they have built a capability to grow over time, Cost 
Estimate: $ 60,000 

12. Most translator stations (83%) are owned by a government agency, 
public authority or civic association. comparatively few 
are privately owned. 



2. A 4 year college with an existing media department and 
studio facilities decides to build an LPTV station to 
serve the local community, provide training for their 
students, and enhance the college's educational outreach 
program. They build a moderate power transmission 
system but do not require any new studio facilities, 
In addition, they install a satellite receive dish 
and arrange to broadcast some telecourses which are 
provided by a national ETV network. The station is 
funded entirely by the college and run by students 
with professional supervision. The content of the 
station is predominantly educational, with some local 
news and talk shows on community issues. Cost 
Estimate: $ 57,000 

3. A private nonprofit group builds an LPTV station with 
a Level 1 studio and a satellite receive dish, They 
seek to provide a mixture of daytime educational 
programming, national and local news, and entertainment. 
They secure funding through a series of state and 
foundation grants, along with a bank loan. 
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The station transmits an educational satellite service 
during the day, a national satellite news service from 
5-lipm, local origination news from 6-7pm, and a satellite 
movie channel from 7-midnight, The satellite movie 
channel is scrambled, with subscribers paying$ 20 per 
month for the service. In order to operate this STV 
service, the nonprofit group forms a profit making 
subsidiary with a local TV repair service. The TV 
repair service installs and maintains the home equipment 
while the nonprofit group handles the billing. Cost 
Estimate: $ 18S,OOO 

4. A local PBS affiliate forms a partnership with a 
newspaper in order to provide an LPTV channel in the 
same area 1-1here the PDS affiliate currently broadcasts, 
The LPTV channel shares studio facilities with the 
full service public television station, With these 
facilities, they provide a strong local origination 
service: news, talk shows and sports, along with some 
syndicated entertainment programming. In addition, 
some channel time is leased to local groups. All of 
the programming contains advertising. The station is 
built with capital from the newspaper and a profit making 
subsidiary of the PBS affiliate, Cost Estimate: $115,000 



STAFF AND OPERATING COSTS 

Clearly, the costs of staff and operations will vary 
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in relation to the size and complexity of a station, as well as 

the amount of volunteer help. However, it is possible to 

derive ballpark estimates. 

Operating Costs - Transmission 

It is reasonable to estimate$ 3-10,000 per year for 

electricity and maintenance of transmission equipment at a single 

channel LPTV station. A 10 watt VHF station is likely to 

approach the low end of this estimate, while a 1000 UHF station 

is likely to approach the high end. 

Staff and Program Operations 

Until many LPTV stations are operating and data are 

collected about them, it may be useful to analyze the staff and 

operating costs of co11Ununity cable channels. A CTIC (Cable 



Television Information Center) survey of several cable based 

coltlJ'l\unity channels found that they created a range of 30-40 

hours of programming per week with a paid staff of 2-5 persons 

plus volunteers who ranged in number from 2-10 persons, 

Reports from individual channels reveal a large range in 

operating budgets, Table 17 provides a few examples. 

TABLE 17. 

Programming Budgets of Coin)llunity Cable Channels 

Channel or Group 

Community Video Center 
San Diego, Calif, , 

TKR Cable 
Warren, New Jersey 

WEUI 
East Lansing, Michigan 

Annual Budget For 
Program Operations 

$ 12,000 

$ 200,000 

$ 80,000 

Hrs, Per Week 
Programming 

N,A. 

9 

41 

Source, Cablevision 

It is useful to examine one operating budget more closely. 

Table 18 outlines the monthly operating budget of Fayetteville 

Open Channel, a community cable channel in Fayetteville, 

Arkansas. Some of the figures have been rounded off and grouped 

together for presentation purposes. 
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Salaries 
Office Supplies 
Postage 
Rent 
Utilities 
Printing 
Insurance 
Telephone 
Miscellaneous 

TABLE 18. 

Monthly Operating Budget 
Fayetteville Open Channel 

$ 2,000 
55 
30 

450 
80 
40 

200 
360 
100 

$ J,115 Monthly Total 

$ 37,380 Annual Budget 

Source: Fayetteville Open Channel 

Working in the mid range of community channel operating 

budgets listed in Tables 17 and 18,·it is possible to derive 

a ballpark estimate of the operating budget for a nonprofit 
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LPTV station which produces a moderate amount of local origination 

per week with a combination of paid and volunteer staff. Table 

19 presents two estimates. 

TABLE 19. 

Estimated Annual Operating Budget 
LPTV With Moderate Local Origination 

Item Lower Mid Range Upper Mid 

Electricity and Equip. 
Maintenance ' 

4,000 7,000 

Staff and Program 
Operations 38,000 80,000 

Equipment Amortization 

• Program Materials 10,000 20,00(!_ 

Totals ' 
52,000 107,000 

Range 



TABLE 22, 

Scenario For Advertising Revenues 
10 Station LPTV Network 

Scenario 

A 10 station network of LPTV stations provides educational 
progranuning during the day with no advertising, During 
the evening, 7-11 pm, the network carries a general 
entertainment channel from one of the existing satellite 
services, The LPTV network does not have to pay for 
the programming since it contains commercials. As part of 
their contract with the satellite service, the LPTV 
network is allowed to insert 4 minutes of commercials per 
hour in the programming. This advertising time is sold by 
a national sales firm which represents the LPTV network. 
The network charges advertisers a premium price of$ 6 
per thousand households watching their stations, 
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The average market size for each of the stations is 25,000 
households (since only rural areas and small markets are likely 
to receive licenses in 1982-84). Half of these markets have 
cable and half do not. In the cable markets, 10% of 
households watch the LPTV station at any given time, while 
20% are watching in non-cable markets. This yields an 
average viewership of 15% of households for the n~twork as 
a whole, 

o With 15% viewership in a 25,000 hshld market and a 
rate of$ 6 per thousand, the price for a 30 second 
spot on each station would be$ 22.50 

o At$ 22,50 per spot and 32 spots per evening, the potential 
gross revenues for the 10 station network would be 
$ 2,628,000 per year. 

o In year l, it is estimated that they could sell 
approximately 30% of this commercial time, yielding 
gross revenues of$ 788,400 

o From these gross revenues, the sales representative's 
commission and the ad agency commissions must be 
subtracted, as well as the costs associated with spot 
traffic management and logging. This yields$ 443,475 

o Other costs include amortization of spot insertion 
equipment, research to demonstrate audience reach in 
each market, and a promotion campaign to sell national 



advertising time. With minimal expenditures in each of 
these areas, the net profit for the network would 
be $ 236,333. 

o Estimated profit per station in year 1 = $ 23,633 
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The LPTV network scenario could yield more profits, particularly 

in years 2-5 of the service, However, it is also possible to 

construct a scenario in which the service loses money from its 

advertising efforts in the first five years of operation, For 

example, if the LPTV network created its own programming and 

leased satellite time in order to reach the network affiliates, 

they would incur significant costs beyond those described in 

Table 22. While they would be able to sell more commercial time, 

it would be difficult for revenues to match costs. 

Local Cable Model For Advertising Revenues 

A second way to approach LPTV advertising is by adapting 

an economic model from local cable channels which advertise. A 

helpful example is TCI Cable in Orangetown, New York, TCI consists 

of two nearby cable systems with a total subscriber base of 

18,500. TC! employs 1 1/2 sales pecple and a half time technician 

who handles the insertion equipment, Their advertising customers 

are predominantly local, e.g. local car dealers, travel agents, 

and lawyers. TCI does not produce commercials. Commetcial production 

is handled by another local group which charges $ 450 for a simple, 

30 second spot, 

TCI inserts local spots in satellite delivered services, e.g. 

-
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ESPN (a sports channel) and CNN (a cable news channel), They 

offer three packages to local advertisers. The advertiser's 30 
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second spot will be played: !'. 

36 times during one month for$ 900 

20 times during one month for$ 600 

10 times during one month for$ 350 

These packages are sold in three month contracts. Thus, a lawyer 

who purchased the second package would have his/her spot played 

60 times over a three month period, for$ 1800. Using this 

approach, TCI generates$ 160,000 per year in gross advertising 

revenues, 

This revenue model may be adapted to an LPTV s'tation. Among 

the advantages of a local advertising approach are, reduced need 

for audience rP,search and reduced need for formal mechanisms to 

assure that spots are being played. 

Table 23 adapts a local cable advertising model to LPTV, 

The adaptation is made for an independent LPTV operator. As 

in Table 22, the assumptions in this scenario are explained for 

the reader, who may substitute other assumptions and generate 

alternative revenue estimates. 

ti r 
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TABLE 23. 

Scenario For Advertising Revenues 
Independent LPTV Station 

Scenario 

An independent LPTV station provides educational programming 
during the day with no advertising. During the evening, 
7-11 pm, the station carries a satellite news channel, In 
accordance with their contract, the local LPTV station can 
insert 4 minutes of commercials per hour, This advertising 
time is sold locally by l 1/2 sales people. In addition, a 
part time technician manages the insertion of commercials, 

The station reaches 25,000 households in a rural community 
with no cable. There is one competitive over-the-air 
station in the same market. During prime time, 20% of 
households watch the LPTV station, The station offers a 
variety of package plans for spot time. These plans 
average$ 25 per play. 

o With 32 spots per evening at a rate of'$ 25 per play, 
the potential gross revenue per year would be$ 292,000. 

o If 30% of this commercial time were sold in year one, 
the gross revenue would be$ 87,600. 

o From this gross figure, the salaries and overhead 
associated with salespersons and technician must be 
subtracted. Further, costs associated with amortization 
of insertion equipment and a small promotion campaign 
will reduce the profits. 

o Estimated profit for the station in year l = $ 33,386 

As in Table 22, it is possible to calculate ways in which 

net revenues for local advertising would be greater or smaller, 

However, it appears that a local advertising approach is less 

likely to lose money, since costs can be controlled more readily. 

Further, if the local station becomes involved in the production 

of commercials as well as selling spot time, addition revenues 

might be realized. 
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;;-Newspaper Model 

r- A third advertising revenue estimat~ may be constructed by 
(' P' adapting a newspaper model to LPTV. In this scenario, the LPTV 

~:operator might form a partnership with the local newspaper. All 

103. 

• advertising would be handled by the newspaper and consist of simple 

character generated text ads. The newspaper could manage the 

text ads as a supplement to their normal print ad business. Further, 

the newspaper would use its existing sales force and billing 

department. Table 24 outlines a potential revenue stream based 

upon this scenario. 

TABLE 24. 

Scenario For Advertising Revenues 
LPTV Station & Newspaper Joint Venture 

Scenario 

An independent LPTV station provides educational programming 
during the day with no advertising. During the evening, 
7-11 pm, the station carries a satellite service. The 
station can insert 4 minutes of commercials per hour. These 
consist entirely of text ads which are sold and created by 
the local newspaper. In addition, the station broadcasts 
a special half hour classified ad show (consisting entirely 
of classified ads) from 8-8:30 in the morning. The station 
reaches 25,000 households in a rural, non-cable market. 

The newspaper offers a variety of packages to 
These average $ 6 per "play" of the text ad. 
is displayed for 20 seconds. 

advertisers, 
Each text ad 

o The station can play 138 text ads per day. At$ 6 per 
play, this could yield a potential gross revenue of 
$ 302,220 per year. 

o Since the newspaper has an existing base of customers 
and considerable experience in selling classified ad 
space, it is estimated that they might sell 40% of the 
advertising space in year 1. This would yield$ 120,888 
gross revenues in year 1. 
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o From these estimated revenues, the cost of two typists 
(to create the text commercials) and a part time 
technician (to manage insertion equipment) must be 
subtracted. In addition, the amortized costs of the 
character generator equipment and insertion facilities 
at the station must be deducted, 

o Estimated profit in year l = $ 56,531. This revenue 
would be shared by the newspaper and LPTV station. 

------

In this scenario, an LPTV station might realize smaller 

revenues than in a local cable model, At the same time, there 

is less risk for the LPTV operator and no requirement to develop 

special skills, i.e. selling advertising space. For the newspaper, 

it also represents a small revenue potential. At the same time, 

it has relatively small financial risks associated with it. The 

newspaper can utilize its existing sales and billing personnel, 

while other costs may be controlled, in relation to vollll!le of 

sales. 

Pay TV 
Many analyses of over-the air pay TV (STV) suggest that it 

is not likely to be profitable in markets with fewer than 125,000 

households. Even in such markets, it is unlikely to turn a 

profit if there is competition from a cable system. There are 

many reasons why STV requires larger markets in order to be 

profitable, including the high costs ,associated with a sales 

force, promotion, and full service broadcasting, 

MDS (Multipoint Distribution Service) is .a cheaper way to 

operate an over-the-air pay channel, However, MOS market studies 

tend to set a minimum of 40,000 households in a (non-cable) 

market for MDS to be profitable. 



It appears that an LPTV channel can be profitable in 

markets with fewer than 40,000 households, if sales and 

promotion costs are kept at moderate levels, In these small 

markets, the presence or absence of cable is likely to be 

crucial to the viability of an LPTV pay channel. In addition, 

the timing of DBS will .be very important. If DBS is available 

to a rural market before the LPTV station is built, it will be 

very difficult for the low power pay channel to compete. 

Table 25 outlines a revenue scenario for an LPTV pay channel 

in a market with 30,000 households, The scenario examines a 

market with and without cable, It does not integrate potential 

competition from DBS. Further, the analysis aims at year three 

of such a service. It is assumed that the service would lose 

money in years land 2, when the customer base would be smaller. 

This analysis does not treat pay LPTV in major markets. 

Although the bulk of all LPTV applicants seek to offer a pay 

LPTV channel in large markets, the rationale for such a service 

is elusive. Chapters 4 and 5 of this report discussed the 

competition in those markets. 
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TABLE 25. 

Pay LPTV in a 30,000 Household Market 
Scenario For Year 3 Revenues 

Scenario 

M LPTV station offers educational programming during 
the day to all homes in a market. During the evening, 
the station scrambles its signal and offers a pay 
movie channel. Subscribers are charged$ 20 per month 
for the service. This includes the service and lease 
of the equipment necessary to unscramble the signal. 

Fixed Monthly costs Per Subscriber 

Program Cost (40% of 
subscription fee) ....... , .....••• ,8 .00 

Decoder lease and repair 
contract .... ,, ........... ,,, ..•.• ,5.00 

Program Guide .. ,, ... , .........••••• 75 

13.75 

Net Revenues per subscriber, per month= $ 6.25 

Est. # Subs 

Est, Revenues per 
month 

Monthly Station 
Costs 

Advertising & 
Promotion 

Sales & Technical 
Personnel 

STV Equipment, 
amortized over 
7 years 

Cable Market 

2,100 

$ 13,125 

3,000 

8,000 

1,000 

Non-Cable Market 

6,000 

$ 37,500 

3,000 

12,000 

1,000 

10 6. 
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Overhead 

Total Station 
Costs per month 

Est. Net Profit 
per month 

Leased Channel Seace 

TABLE 25 
(Cont.) 

Cable Market 

1,500 

13,500 

$ -375 

Non-Cable Market 

1,500 

17,500 

$ 20,000 

Channel space can be leased in a number of ways. These are 

reviewed below along with some general pricing guidelines and, 

where appropriate, revenue estimates. 

o Leased access for programming, A station may lease 
channel time to a group which seeks to present program 
materials. Where this is made available, e.g. on some 
cable systems, charges are usually nominal in order to 
encourage nonprofit public service uses of the channel. 
A station might charge$ 25-50 per half hour for 
leased access. 

o Leased channel for a third party pay TV operator. An 
LPTV group could lease the entire channel during the 
evening to a pay TV operator. A basis for pricing 
can be adapted from MOS. In a town of 40,000 households, 
it is reasonable to charge$ 3500 per month plus 65¢ 
per subscriber to the pay service. If the pay TV 
service achieved 6,000 subscribers, this would yield 
$ 7,400 per month to the LPTV licensee. 

o Shared channel leasing. An LPTV group which seeks to 
use the channel in the evening, e.g. to bring a distant 
PBS station's signal into the community, could offer the 
channel in the daytime to a consortiwn of public users, 
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e.g. the school district, a private college, and a 
hospital. In this form of leasing, the station·would 
attempt to meet its yearly operating costs through the 
leasing charge. For example, a station with a_yearly 
operating budget of $ 60,000 might charge$ 15,000 per 
year to each member of a 4 party public consortium. 
The consortium would then allocate daytime use of the 
channel among its members, 

Leased Facilities and Auxiliary Services 

o Leased production facilities. An LPTV station with a 
studio may be able to lease the studio production 
facilities. Pricing on an hourly basis would likely 
run$ 50-250 per hour, depending upon the studio's 
capabilities. In some instances, the overhead and 
management costs associated with hourly leasing of 
studio facilities will exceed potential revenues. 
Under these circumstances, an LPTV operator may consider 
a long term studio sharing arrangement with an 
appropriate group. For example, some LPTV operators 
could lease their studio 3-4 hours per day to a local 
community college which would use it for television 
production classes and preparation of course-related 
audio/visual materials. Here, the station would charge 
a yearly fee and attempt to recover a percentage of 
operating costs. 

o Video teleconferencing drop. LPTV stations with a 
satellite receive dish may be able to realize a small 
amount of revenue by serving as a local "drop" for a 
national video teleconferencing service, Typically, 
a local receive point for such a conference charges 
$ 300-400 per hour for use of the studio and satellite 
receive dish. 
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o SCA lease, In a small market, the leasing charge for 
an SCA channel is approximately$ 300 per month. A radio 
paging service or Muzak are the most likely commercial 
groups to lease an SCA channel, 

o VBI lease. In the period 1984-85, some national groups 
as well as local newspapers may seek to lease the 
vertical blanking interval (VBI) of independent stations 
throughout the country in order to provide a teletext 
service. While there is no precedent for leasing 
charges, it is reasonable to assume that it would have 
the same value as an SCA subchannel, i.e. $ 300 per month. 

. ,._ 
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o Local teleconferences. Under certain conditions, an 
LPTV operator may be able to offer local teleconferencing 
services. For example, if 2 LPTV stations (20 miles 
apart) are linked by microwave, they may be able to 
lease their studios to a nearby corporation (with 
plants or offices in each of the two markets) for 
teleconference meetings. While video teleconferences are 
commonly envisaged as linking sites which are thousands 
of miles apart, some of the most successful applications 
of video teleconferencing involve a link of 15-30 miles. 
For example, the Department of Energy links its Washington 
office with a suburban office in Maryland, 25 miles 
away. The Department of Energy pays $ 5,000 per month 
for the microwave link, exclusive of room costs at 
each end. 

This form of teleconferencing may also be broadcast from 
each of the stations to homes or offices in the area. 
Under this condition, the issue of "private" communication 
may come into play. The FCC does not permit the use 
of broadcast services (point to point microwave does not 
come under broadcast rules) for private communication. 
Thus, a broadcast teleconference which is scrambled and 
received only by employees of a corporation would not 
likely be permitted. However, if the teleconference 
involved a corporate employee training program on 
stress relief, typing, or microcomputers - and all homes 
in the area could view it - the issue of private 
communication would most likely not arise. 

~er Revenue Opportunities 

An LPTV station in a small market may discover a broad 

range of revenue opportunities which cannot be anticipated in 

this report. Indeed, a keen entrepreneurial spirit may be 

the strongest asset of an LPTV operator. 

It may be noted that an LPTV group is likely to be 

identified by consumers as generally skilled in "new technologies.•· 

In some markets, this may suggest opportunities for spincff 

businesses such as a video store, microcomputer software dealer 

or a telephone store. Such a profitmaking subsidiary can 

help support noncommercial activities at the station. 
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Exhibit 7.5 

Estimated Construction and Operating Costs 
of a Low Power Television Station 

Transmission Equipment 

100 watt translator (UHF output, 
VHF input} combined with modulator 
meeting FCC specifications for FM 
microwave transmission 

Installation of antenna tower 

100 foot antenna tower 

Installation of transmission line 
at $5.10 a foot 

Transmission line, connectors, hangers, 
and other installation hardware 

( • UHF directional antenna 

TOTAL 

Studio Equipment 

l live camera, 1 video switcher, 
l picture monitor. 2 microphones. 
2 videotape recorders ( 1 record and 
playback, l playback only), 1 waveform 
monitor, 1 audio mixer, 1 film island, 
l sync generator, l time base corrector, 
and portable lighting 

TOTAL TRANSMISSION ANO STUDIO EQUIPMENT COSTS 

Cost 

' 7,577 

$ 6,300 

' 2,255 

$ l, 006 

$ 580 

$ 370 

$18,088 

Cost 

$26,200. 

$44,288 

Source: Communications Studies and Planning International Inc. 

I!':> 1983 International Resource Davelopmrmt Inc. • 217 ~ 



IRD estimates that a 1,000-watt transmitter for a 20-3'.l -. ,·, 

mile broadcast radius may cost somewhere between $60,000 and 

$100,000 . .!/ But this does not include the cost of 

local origination programming which can equal or exceed the 

transmission costs. 

At the high extreme is the LPTV station in Bemidji, 

Minnesota. Not only is it the only commercial station 

serving the community of 11,500, but the relatively flat 

terrain increases the station's coverage to a 50-mile radius 

which involves 40,000 people who do not receive 2 other 

full power TV stations. The station's owner has taken 

advantage of the large potential audience by constructing a 

1 ,ooo-watt station atop a 457-foot tower. 

He has admitted spending $463,000 for construction and 

$600,000/year in operating costs including a $100,000 mobile 

production unit and a $102,000 building.~/ He hopes to 

succeed with a combination of advertising and STV service 

to 1500 subscribers in the first year. l/ 

IRD predicts that "LPTV will carve out a natural market 

in small, high-density rural areas not covered by future 

multichannel MDS or by existing S'l'V stations." _i/ They 

believe that single channel LPTV will be able to survive 

competition from multi-channel DBS, due to LPTV's ability to 

tailor its product to local tastes as well as offering much 

lower prices, e.g. 20-25 installation and $10-15/month as 

against predicted DBS fees of $100-200 and $30-40, respectively.1/ 

1) International Resources Development, Inc. Non-Cable Pay TV 
Service (March 1Sl83) at 216. 
2) Ibid. at 218 
3) Ibid. at 219 
4) Ibid. at 224 
5) Ibid. 



EXHIBIT 7-6 

Comparison of Projected Costs of LPTV and MDS 

Cost per channel 

Operating & 
maintenance costs 

Subscriber equip
ment, 1984/1985 

LPTV 

$50-70 8 

$GK/year 
per channel 

$150 decoder 

p 220 

EXHIBIT 7-7 

MDS 

$75-100 8 

$9K/year 

$200 

Subscriber Forecasts for Low Power Television (LPTV) 
1982-1992 

( 000s) 

1982 1984 1987 

Subscribers 0 400 785 ----------
LPTV 0 350 625 

Translators 0 50 160 
(pay TV) 

LPTV HH as percent 0% 1 . 1 % 2.4% 
of households 
not passed by 
cable 

p 223 

1992 

980 

800 

180 

3. 1 % 


