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To fully understand the difficulties

facing America's language minority
students, and the need to accept my
amendment, let us take a serious look
at some very hard facts.

The most recent estimates by .the
Department of Education Report that
there are over 2.4 million limited Eng-
lish proficient students in America's
elementary and secondary school
today. This is a very conservative estl-
mate, and the 1990 census data may
send this number skyrocketing
upward.

In California, 1 out of every 6 stu-
dents is limited Engllsh proficient; in
New Mexico, 1 out of every 5 students
i1 in Arizona, Texa and Alama, the
figure is greater than 1 in 10.

It is worth noting that the number
of language minority students, and the
special educational services they need,
is by no means an issue of concern
only to schools and States in the
Southwest, New York, Massachusetts,
New Jersey, and Illinois have well over
350,000 LEP students among them.

The challenges faced by one large
school district in Arizona is Indicative
of the problems faced by many dis-
tricts nationwide. The Tucson Unified
School District has over 57,000 stu-
dents, and almost 30 percent have a
primary language other than English
Hispanic, native American, and Asian
students comprise 43 percent of
TUDSD's studenta

Despite the fiscal constraints im-
posed by severely limited resources,
TUSD is known for Its innovative bili-
gual education programs Showing just
how much America's classrooms have
changed since most Members of the
Senate went to school, TU8D's offi-
cials and educators must strive to meet
the educational needs of a student
body that speaks a total of 70 differ-
ent languages

At a time when record numbers of
language minority students are enter-
ing America's classrooms, and 5 mil-
lion children of Immigrants are ex-
pected to enroll in our schools during
this decade, It is imperative that the
Congress act to address their unique
educational needs. The Joint efforts of
local, State, and Federal Governments
are necessary to serve children from
families where English Ls not the pri-
mary language.

While America's LEP population
continues to surge, the resources allo-
cated to help educate theme students
remain alarmingly insufficient. The
Congressional Research Service (CR81
reports that when adjusted for infla
tion, funding for programs under the
Bilingual Education Act decreased 47
percent over the last decade. Statistics
also show that less than 10 percent of
students eliglble for Federl bilingual
education services of title 7 receive
them.

A Department of Educaton forum
on the staffing resources neceary to
meet the needs of schools with 1an-
guage-minorty students supplied con-
crete evidence of a critical shortage of

bilingual teachers, teacher aides, and sche I t'hat develops an improvement
counselors across the United States. In plan take a close look at how their
the last 2 fiscal years, only one out of plan meets the needs of language ml-
every seven school districts in the nority students, the Senate can help
United States seeking funds for family protect these students from further
Engltsh literacy, special population, falling through the cracks of our edu-
and staff training grants received cation system.
them. My amendment merely requires that

The current shortage of resources schools seeking new Federal aid for
and personnel so urgently needed by school reform describe the plan's
our LEP students has profound conse- impact on LEP students
quences for both their individual This amendment does not burden
dreams and aspirations. as well as the applicants with directives on what re-
future vitality and competitiveness of forms they should select, or how they
our Nation. should be implemented. It also has no

Students from a non-English-spek- additional costs for taxpayers.
Ing background often face a plethora My overriding intent is to ensure
of economic and cultural disadvan- that the special needs of LEP and dis-
tages in struggling to succeed In Amer- abled students are addressed in what-
Ica's schools and work force. A look at ever type of reforms local communities
current educational achievement indi- develop under S. 2.
cators vividly demonstrates why this I know that each Member of the
amendment Is necessary to help bol- senate Is committed to furthering the
ster sucess In school for lanuage m- cuse of educational excellence in
nority students. America For the students who come

Hispanic students comprise approxi- to our schools without many of the ad-
mately three-fourths of all language- vantages that most Americans take for
minority student& Nationwide, the granted. the adoption of this unend-
percentage of Hispanis that are held ment is a small but mportant step In
buack a grade almost twice as high as their individual journeys to success in
that of Anglo students school and beyond

The first report card of the National I would like to thank 8enators KnN-
Education Goals Panel reported that rgDT, HABc and KasszsAum for their
Hispanic students have substantially key support in accepting my amend-
higher dropout rates than white or ment. I yield the floor.
black students, and that limited Eng- Mr PEL Mr President, I suggest
lish proficiency is a factor. At age 0 the absence of a quorum.
only 60 percent of Hispanics have a The PRE:IDENT pro tempore. The
high school diploma, or Its equivlen- point of no quorum having been made.
cy. This compares poorly with the 83- th clerk wil call the roll
percent graduation rate for white stu The bill clrk proceeded to call the

roll.As charted by the National Educe- Mr. ORD. Mr. President I ask
tion Goals panel It should be of great unanimous consent that the order for
concern to every Member of this bdv the quorum call be rescinded.
that the high dropout rate for HEBpan- The PREIDENT pro tempore.
Ic students has shown scace mprove- Without objection, It is so orde3-
ment over the last 15 years. The plight
of native American and Native Alas- -
kan students as shown by such indica- 5 CABLE TELEVISION CONSUMER
tor s imnfiar, if not worse. PROTECTION ACT

Three of the national education The PRESIDENT pro tempore.
goals that we seek to attain by the Under the previous order, the Senate
year 2000 pose special challenges for will now proceed to the consideration
our fellow citizens who come from a of 8. 12. which the clerk will report.
non-Englsh-speking background. In The assistant legislative clerk read
my view. these are ensuring that all follow
children enter school ready to learn; a bA (8 12) to ad t VI of the
national high school graduation rate mmA bill o 12) to am end title VI of thr-

of 90 percent, and full lUteracy for rae on able television of loal news and
every adult American If we are to se- other eroamlng and to restore the right
riously pursue these laudable goals, a of loal regulory uthorities to regulate
I believe we must, each school district, cable television rates and for other pur-
every community, and all levels of gov- pose.
ernment have to join forces to better The Senate proceeded to consider
serve the educational needs of lan- the bill which had been reported from
guage minority students. the Committee on Commerce, Sclence,

Mr. President, I believe the 8enate and Transportation, with an amend-
has helped in an important manner by ment to strie all after the enacting
accepting my amendment. The legisla- clause and insert in lieu thereof the
tion before us authorizes a huge sum following.
of new funds for education reform at ssORTrn T
the local level-4850 million, and it srox L s Act mas be ced as the
wisely allows schools and communitie8s "c Teuerts, Conswmer Protetn Act
to design their own school improve- Cof 991
ment programs Vmza

We have improved this bill with this 6sw L Ts e Coeremt frdg asd decae the
amendment. By requiring that each olouotiw
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(I) Puruant to the Cable Communica

tious Policy Act of 19. rates for cable tele-
vision services have been deregulated in ap-
proximatel 97 percent of all farnchises
since December 29. 198. Since rate deregu-
laton, montidy rates for the lowest priced
basic cable service have increased by 40 per.
cent or more for 2 percent of cable televi-
sion subscribers. Although the average
number of basic channels has ncreased
from about 24 to 30, average monthly rates
have increased by 29 percent during the
same period The average monthly cable rate
has increased almost three times as much as
the Consumer Price Index since rate dereu-
lation.

t21 For a varety o reasons. including
local franchising requirement and the ex-
traordinary expense of constructing more
than one cable tlevision system to serve a
particular geographic area, most cable tele-
vision subscribers have no opportunity to
select between competing cable systems.
Without a suficient number of local televt-
sion broadcast signals and without the pres-
ence of another multichannel video pro-
grmming distributor a cable system faces
no local competition. The rnsult is undue
market power for the cable operator as com-
pared to that o consumes and video pro-
grammers.

(3) T7ere i a substantial governmental
and First Amendment Interest in promoting
a diversity of view proided through multi-
ple technology media.

(4) 7here has been a substantial increase
in the penetration of cable television sys-
tems over the past decade. with cable televi-
sion si now available to 71.3 million
of the 921 million households with ttevt-
sions Nearly 54 million households over 5J
percent of the households with televisions
subscribe to cable television, and this per-
centage is almost certain to incrase. As a
result of this growth, the cable television in-
dustry has become a dominant nationwide
video medium.

(15 The cable industry has become highly
concentrated The potential effects of such
concentration are barriers to entry for new
programmers and a reduction in the number
of media votc s available to cnsumers.

(6) Cable television rates for video pro-
gramming provided on other than the basic
service tier should not be governmentall
regulated except in extraordinary circum-
stances, which may include the need to oan-
trol undue market power.

(71 The cable television industry has
become verticay integrated cable operators
and cable programmers often have common
ownership As a result cable operators have
the incentive and ability to favor their af-
filiated programmer. This could make it
more ditffcult for non-cable-atffiiat pro-
grammers to secure carriage on cable sys-
tems Verticall integrated proram uppli-
er also have the incentive and ability to
favor their affiliated cable operators over
non-affiliated cable operators and program-
ming distributors using other technologi

(8) There is a substantial governmental
and First Amendment interest in ensuring
that cable subscribers have access to local
noncommercial educational stations which
Congress has authorized, as expressed in sec-
tion 396ta)(5) of the Communications Act of
1934 (47 U.S.C. 396(a)(5)). The distribution
of unique noncommercial, educational pro-
gramming service including those trans-
mitted by noncommercial educational tele-
vision stations serving local communities or
markets advances that nterest in providing
for the further education of our citizens and
encouraging "public telecommunications
services which will be responsive to the in-
tercsts of people both in particular localities
and throughout the United States which
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will constitute an expresso o dtversl

d ecetUence, and which wi consttluttt a
Source of alternative teLeCo ra, ati
serrcs for ai thc citizens of the Nataon .

19) The Federal Government has a sub-
stnttial interest in making all nondupltca-
tive local public televison srvic available
on cable systews because-

(A) public television provides educational
and informational proamming to the Na-
tion's citizen thereby adwvancing the Go-
erncent's compelling intret in educating
its citizens

(B) public television is a local community
institution. supported through local tax dol-
lars and voluntar citizen cotributom in
excea of $*10,800.OO.000 since 9172 that
prvides public service programming that is
responsive to the needs and interests of the
local communitl;

(C) the Federal Govenment, in recogni-
tion of public television's integral role in
serving the educational and informational
needs of local communities, has tvested
more than l$,000.MO,00G in public broad-
casting since 16W' and

ID) absent carrtage reqa remeas there is a
rubstantial likelihood that citizen, who
have supported local public tclevision serv-
ices, will be deprived of those srcice

(101 A primary oObective and benet of our
Nation's system of reglatio of television
and radio broadcasting it the local origina-
iton of programmting The is a substantial
governmental interest in ensuring its coa-
tinuatton.

(11) Broadcast televsiton statlons contin-
ue to be an important source of local news
and public affatrs programming and other
local broadct servics critical to an in-
formed electorate.

(12 Broadcast television rogrmming i
rupported by revenues generated from adver-
tisino broadcast over stations Such pro-
gramming t oerwse free to those who
own television sets and do not require cable
transmission to receie broadcast stinals.
There is ubtantil governmental Interest
in promoting the continued avalabtlUt of
such free television prorammitng epeciall
for viewers who ae unable to afford other
means of recetvino programmiing

(13J As a result of the growth of cable tele-
vision. there has been a marked shift in
market shareom broadcast television to
cable televiiton seric

114) Cable tievato system and broad-
cast television stations increasingly coM-
pete for television advertising rvenue. As
the proportion f houeholds subcribig to
cable television icrea proportionatdy
mour advertising reenu wil be reallo-
cated from broadcst to cabte teevision s-
tems

(151 A cable television system which car-
r th e signal of a local television broad-
caster is aristino the broadcter to in-
crease its viewerAhip, and thereby attract
additional advertising revenues that other-
wise mioht be earned by the cable system op-
erator. As a resuL there is an economic in-
centive for cable systeu to terminate the re-
trnsmission of the broadcast signal, refuse
to carry new signals or reposition a broad-
cast signal to a disadvantaeous channel
poriton. There s a ubtantial likelidthood
that absent the reimpostin of such a re-
quirement additional local broadcast ig-
nals will be deleted repositioned or not car-
ried.

lie) As a result of the economic incentive
that cable systems have to delete, rpositon.
or not carry local broadcast iga coupled
with the absence of a requirement that such
systemr carry local broadcat ignal the
economic viability of free local broadcast
television and its ability to originate qual-
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t local programminJg WIs be seriously eop

(171 Co-nr, who nubrlib to cable ted-
evision often do so to obtain local broadcast

signas which te otherwise rould be rot
be able to receidv or to obtain inproved asg-
nals Most subscriber to cable teieciron
systems do not or cannot maintain anten.
nas to receive broadcast telviion serice
do not have input selector switchas to con.
vert from a cable to antenna reception
systeMn or cannot otherwte receive broad-x
cast television ervices. he regulatory
system created by the Cable Communica-
tions Policy Act of 1984 was premised upon
the continued exitence of mandatory car-
riage obligations for cable systems, ensuring
that local stations would be protected from
anticompetitive conduct by cable tsstems

181 Cable tlvision stem often are the
sing most effcient distribution syttem for
television programing A gporrnment
mandate for a substantial societal invest-

enut in alternative distribution systems for
cable ubscribers such as the "A/B" input
selector antenna sys ts not an enduring
or feaible method of dlstributio and is not
in the public interes

(19) At the Same tiu, broadcast program-
ming that is carried rematns the most popu-
lar prorammng on cable systems. and a
substantial portion of the benefits for which
consume py cable systems is dered from
carriage of the signals of ntwork affiliates
independent television station and public
televion stations Alo. cable programming
placed on cadnnels adtcent to popular off-
the-air ionals obtains a larer audience
than on other connel porttiona Cable s-
tems. therfr obtain great benfits from
local broadcat ignals which, until -now.
they have been able to obtain without the
consent of the broadcaster or any copyright
liabilitl This has resulted In an effective
subsidy of te development of cable systems
by local broadcater While at one time.
when cable sytem did not attempt to com-
pete with local broadcasters for proram-
ming, audience, and advertiing, this subsi-
dy may have been appropriate, it is so no
longer and result in a competitive imbal-
ance between Vt two Indutri.

(20) The Cable CommunicationJ Policiv
Act of 1984 in it amendments to the Cornm-
municatiton Act of 1934, limited the rula
tory authority o ranchising authorities
over cable opertor. Franchising authori-
tis are fndin it dtficult under the current
regulatory Schme to de renewals to cable
systems that ar not adequately sering
cable subscribem

(21) Gven the lack of clear guidelines in
applying the Firtt Amendment to cable fran-
chise decto cities are nreasonably ex
posed to liability fr monetary damages
under the Civil RAhts ActsL

22) Cable system hould be encouraged to
carry low power television stations licensed
to the communities ervd by those stems
where the low power station creates and
broadcasts, as a substantial part of itJ pro-
gramming day, local programmin.

srrATrM OF POcrY

Sc. 3. It is the policy of the ConOress in
this Act to-

(1) promote the availability to the public
of a diverity of view and information
through cable television and other video du-
tribution media'

121 rely on the marketplace, to the maxi-
mum extent feasible. to achieve that avail-
ability.

(3 ensure that cable operators continue to
expand, here economically futfied their
capacity and the programs oqffred oter their
cable systems
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(4) where cable television ste are not

sub*ct to effective competiton, ensure that
consumer interests are protected in receipt
of cabe service, and

(S5 ensre that cable tdevtion operators
do not have undue maret power vis-a-vi
video programmers and consumer.

Sc. t (ca Section 602 of the Communica-
ttons Act of 1934 (47 USC 522) it amended
by redeionating paragraph (1) as para-
raph t(2, by redeinating paragraphs (2)

and (3) as paragraphs (4) and (5), repe-
ttvely, by redenatng paragraphs (4)
through (10) as paragraphs () thrugh (13),
repectively by nederignating paragrphs
(llJ and (12) as paragraph t16) and (171,
lepecttielgy by rederigating paragraph
(13) as paragraph (19S) by redesignaotag
paragraph (14) and (15) as paragraph (23)
and (24J, respectivel, and by redesgnattng
paragrph (16/ as paragraph (2.

(b) Section 602 of the Communication Act
of 1934 (47 U.&SC 522). as amended by thll
section, it frther amended by nserting tin-
mediately beore paragraph (2, as so rede-
Oted, the following new paramraph

"(1) the term 'activated channel' means
those channels egineerd at the headend of
a cable system Jbr the provision of srvices
generally avalable to residential subcrbe
of the cable system, regardless of whether
such ervices actually are provided, tnclud-
tng any channel designated for public, edu-
cationaL or overmental u".

(c) Section 602 of the Communications Act
of 1934 (47 USC 522), s amended by this
section, is further amended by insertino t-
mediately after pararaph (2), as so redeig-
natec, the folowing ne paragrap.

"(3) the term 'avaiable to a household' or
'available to a home' hen used in ference
to a multichannel vdeo programming di
tributor means a partcular household
which is a subcriber or customer of the di-
tributor or a articular household whch ist
actively and currently sought as a subscrib-
er or customer by a multiclannel video pro
gramming distributor;.

(d) Section 602 of the Communications
Act of 1934 (47 U.t.C 522), as amended by
this secton, it further amended by inserting
immediately after paragraph (5)1, a to redes-
ionated, the following new paragraph

"(6/ the term cable community' meanJ the
households in the geogrphtc area in ohich
a cable system provides cable servitc".

(ce Section 602 of the Communications Act
of 1934 (47 U.SC 5221, as amended by this
secton. its further amended by inserting tm-
mediately aer paragoraph (13). as so redes-
ignated, the following new parOgraphs

"(14) the term '7eadend' means the loca-
tion of any equipment of a cable system
used to process the signals television
broadcast Jtations for redistribution to sub-
scribers

"(15) the term 'multchannel video pr
Oramming distributor' mans a peron rsuch
a, but not f!mlted to, a cable operator, a
multUchannel multipoint distribution sr-
ice a direct broadcast atellite service, or a
televtsion receive-only satellite program dis-
tributor, who makes available for purchase,
by subscribers or cumers multiple chan-
nels of tideo proramminn'".

i Section 602 of the Communications Act
of 1934 (47 U..C 522), as amended by this
section. is further amended by inserting im-
mediately after paragraph (17), as so redes-
ignated, te following new paoraph

"(l&/ the term 'rtnctpal headend'
means--

"(A) the headend in the cae of a cable
system with a single headend, or

"(B) in the case of a cable system with
more than one headend, the headend desio-
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nated by the cable operator to the CommUi
sion as the principal headend, ecept tha
such designation shal not undermine oi
evade the requirement of section 61,;"'

(gi Section 602 of the Communications Aci
of 1934 (47 U.SC 522). as amended by thV
section, is further amended by inserting tim
mediately 45Jr paragraph (19), as to redes
ignated the following new Pararaph

'(20)(A the term local ommercial televi.
toia statton' means any televiion broadca s

station, determined by the Commission to be
a commercial station, licensed and operat
itg on a chnnrel regularly assU4ed to it4
community by the Commission that, wth
respect to a particular cabe tem-

"(U is licened to community whose re.
enoe point, as dned in section 7.53 J4
title 47, Code of Federl Regulations, or ane
succesor rgulation thereto. is within 50
miles of the pricipal headend of the cable
sstem and

"(t) ddtiver to the prtncipal headend qo
the cable system either a signa lkvl of -45
dBn for UHF signal and -41 dBm bor VHF
sinals at te input termnals of the rsgal
processing equipment or a baeband vdeo

wDhere ch a television broadcat station
would be considered a distant signal under
section 111 of title 17, United States Code, it
shall be deemed to be a local commercial te
eviston tatton pon agreement to reim-
bure the cable opertor for the incremental
copright costs assessed against such opea-
tor as a result of being carried on the cable
stem,

"(B) the term loca commera television
statton' hall not include television transla-
tor station and other passive repeaters
which operate pursant to part 74 df title
47, Code of Federl Regulation, or any suc-
cssor regulations thervo

"(1) the term 'VuaUied noncommercial
educationl tlevision station' meant any
teeviion broadcast station which-

"(Ai(ti under the rules and regulations of
the Commissio in effect on March 29, 1990,
is licensed by the Commission as a noncom-
mercial educational television broadcast
tation and whtch tis owned and operated by

a public agencs nonproqt foundation, cor-
poraton, or association or

"tiit it oumed or operated by a municipal-
ity and transmits only noncommercial pro-
grams for educationl purposes and

"(B) has as its lcensee ax entity which is
eligible to receve a community service
grant, or any ruccessor grant thereto, from
the Corporation for Public Broadcasting, or
any successor orpanitation thereto on the
basis of the formula set forth in section
39S(kt)(6B) (47 U.&C 39S(k)(6f)B)I;
such term includes (I) the translator of any
noncommercial educational televitsion sta-
tion with five watts or higher power servtno
the cable community (I a full service sta-
tton or translator If such station or transla-
tor is licensed to a channel reserved for non-
commercial educational use pursuant to sec-
tion 73606 of title 47, Code of Federal Regu-
lation, or any successor reulations thereto.
and (III) such stations and translators oper.
atin on channels not so reseroed as the
Commisstio determines are qualIfed as
noncommercal educational stations;

"(22) the term 'qualted low power sta.
tion' mean any televiion broadcast station
conforming to the rules established for Low
Power Television Stations contained in part
74 of title 4i. Code of Federl Regulations,
only If-

"(AJ such Station broadcasts during at
least the minimum number of hour of oper
atton required by the Commission for teevi-
sion broadcast station under part 73 of
title 47, Code f Rederal Regulations and a
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.tsigniticant part V their programming, in an
tamount to be determined by the Commis-

r , is locally originated and produced;
"(B) such station met all obligatons

t and requirements applicable to television
broadcast statons under Part 73 of title47.
Code of Federal Regulan with repect to
the broadcast f nonentertainment program-
mins; programming and rates involving po-

- lttical candidate election issues, controver-
sial issues of public Importane edUitorials
and personal attacks progmming for chil-

- dre' and equal employment opportunity'
"(C) such station complies with tnrfer-

e ce regulation cosistent with their ee-
ondrv status pursuant to part-74 of title 47,
Code of Fedeml RegulattoU and

f "(D) such station is located no more than
35 miles from the cae ystem t headend, or
no more than 20 mles it the low power sta-
ttion is located within one of the 50 largt
Standard Metropolitan Statistical Areas,
and delivers to the tnput terminals f the
signal processi eqipment at the cable
system headend a signal Dl o-45 dum
for UHF stations and -49 dBm for VHT Lta-
tios,'
nothing in this araraph shall be construed
to grant any loo power station primary
r stats for spectrrm occapnc:"

th) Sectio 602 o the Communications
Act of 1934 (47 U.5C 5221, as amended by
this secton. s furthr amended-

(1) by strikino "and" at the end of para-
graph (21, as so redesitnated' and

121 by inserting tmmediately fter such
paraOraph (24) the followitng ew para-

"(25) the term 'usable activated channels'
means activated channels at a cable system.
except those channels whoe use for the dis-
trnbution of broadcat signls would conlict
with technical and safety regulation a de-
termined by the Commission

"(26) the term rideo programmer' means
a person engaged in the production cre-
ation, or wholesale distribution of a video
programming service for sale and".

R'OtA7ON.. O? aBL X JATJ
Sx 5. Section 623 of the Communications

Act Qf 1934 (47 U.SC 543) it amended to
read as follows'

lxmomrrom or xArz
"Ser 2& (a) Any Federal aency., State,

or ranchising authority may not regulate
the rates for the provisio of cable service,
or for the installation or rental of equip-
ment used for th recept of cable service
except to the extent provided nder this sec-
tion and section 512. Any franchising au-
thority may regulate the rate for the provi-
sion of cable srvice, or any other communti-
cation servicte provided over a cable system
to cable nubscriber by only to the extent
provided under this section.

"tb)(1) If the Commission finds that a
cable sytem is not rsuect to effective com-
peto the Commtission hall ensure that
the rates for the proviion of basic cable
service including for the itntallatton or
rental of equipment sed for the recept of
batic cable service, or charges for changs in
service tier are reasonable except that if
fewer than 30 percent of al customers to
that cable system ubtcribe only to bastc
cable. service, the Commission also shall
ensure that rates are reasonable for the
louwet-priced tier rce ubscribed to by
at least 30 percent of the cable system's cus-
tomer&

"(2i(A) Upon written request by a fran.
chtsitn authority the Commission shall
review the State and local laws and regula-
tions governing the regulation of rate of
cable systems under the jurisdicton o' such
franchising authority. The Commission
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shall authorize such franchistng authority
to carry out such regulation pursuant to
varagraph (1) in lieu of the Commission if
the Commissionfinds that-

"(i such State and local laws and regula-
tions conform to the procedurs standards.
requirements, and guidelines prescribed
under paragraph (4) and any interpretative
rulings, decisions, and orders of the Com-
mission that relate to rate regulation under
this subsection and

"tii) such franchising authority will pro-
vide the level of protection to consumers re-
quired by the Commission and that carries
out the national policy established in this
title

"tB/ Upon petition by a cable operator or
other interested party, the Commission shall
review such regulation of cable system rates
by a franchising authority authorized under
this pararaph UIf the Commission finds
that the franchising authority has acted in-
consistently with the requirements in sub
paraoraph (A). the Commission shal grant
appropriate relief If the Commission, after
the franchising authority has had a reasona.
ble opportunity to comment, determines
that the State and local laws and regula
tions are not in conformance with subpara-
graph (A) (it or (i), the Commission shall
revoke such authorization.

"t3) A cable operator may add to or delete
from a basic cable srvice tier any video
programming other than retransmitted local
television broadcast signals Any obligation
imposed by operation of law inconsistent
with this subsection is preempted and may
not be enforced

"(4) Within 120 days after the date of en-
actment of the Cable Television Consumer
Protection Act of 1991, the Commission shall
prescribe by rule procedures standards, re-
quirements and guidelines for the establish-
ment of reasonable rates charged for basic
cable service by a cable operator not subect
to effective competition.

"i5) A cable operator may file with the
Commission, or with a franchisitng author-
itv authorized by the Commission under
paragraph 12) to regulate ratam a request for
a rate increase in the price of a basic cable
service tier. Any such request upon which
final action is not taken within 180 days
after such request shall be deemed Oranted.

"c)(1) When a franchising authority or a
subscriber of any cable system found by the
Commission not to be subject to effective
competition file within a reasonable time
after a rate increase for cable programming
service of that system including an increase
which reslts from a change in that system's
service tiers or from a thange in the per
channel rate paid by subscribers for a par-
ticular video programming service, a com-
plaint which establishes a prima facie case
that rates for such cable programming rv-
ice are unreasonable based on the criteria
established by the Commission, the Commi-
sion shall determine whether such rates for
cable programming service are unreason-
able In making its determination, the Com-
mission shall inquire of the cable operator
of such system aJ to the reasons for such
rates. U the Commission finds that such
rates cannot be Justified under reasonable
business practices the Commission shall es-
tablish reasonable rates.

"(2) Within 180 days after the date of en-
actment of the Cable Television Consumer
Protection Act of 1991, the Commission shall
prescribe by rule-

"(A) the criteria for determining whether
rates for cable programming service are un-
reasonble and

"lB) criteria for defermtning that (i) a
complaint described under paragraph (1) is
filed oithin a reasonable period after a rate
increase and (rii the complaint establishes a
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prima face case that rates for cable pro-
gramming srvice are unreaonable

"13) In establishing the criteria for deter-
mining whether rates for cable program-
ming servce are unreasonabl pursuant to
paragraph (21(A), the Commission shall con-
sider, among otherfactors--

"(A) the extent to which service offerings
are offered on an unbundled basis'

"tB) rates for similarly situated cable vss-
temsr offering comparable serovice taRing
into account. among other factors timilari-
t in facilties regulatory and governmen-
tal costs, and number of subscrbers

"tC) the history of rates for such service
offerings of the system;

"(D) the rates for all cable proramming
service offerings taken as a whole; and

"(tE the rates for such service offerings
charged by cable systems subject to effective
competition, as defined in subsection (dl.

"(di Under this section a cable system
shall be presumed to be subject to effective
competition tf-

"(l) fewer than 0 percent of the housc-
holds in the cable community subscribe to
the cable service of sch cable sRtem, or

"(2) th cable community t served by a
ufficient number of local televiton-broad-

cast signals and by more than one multit-
channel video programmino distributor.
For purposes of paragraph (2), a cable com-
munty shall be considered as served by
more than one multichannel video program-
ming distributor if (A) comparable video
programming is available at comparable
rates to at lcast a majority of the households
in the cable community from a competing
cable operator, multichannel multipoint dis-
tribution service direct broadcast satellite
proqram dstributor, television receive-only
satellite program distributor, or other com-
peting multichannel video programming
distributor, and (Bl the number of house-
holds subscribing to programming services
offered by such competing multichannel
video programming distributor, or by a com-
bination of such distributors, is in the ag-
gregate at least 15 percent of the households
in the cable cormmunity No competing mul-
tichannel video programming distributor
serving household in a cable community
which, directly or indirectly, ist owned or
controlled by, or aclitated through substan-
tial common ownership with. the cable
system in that cable community, shall be in-
eluded in any determination regarding ef-
fective competition under this ubsection.

"(el A cable operator shall have a rate
structure for the provision of cable ervice,
that is uniform throhot the geographtc
area in which cable service is provided over
its cable systemr

"(f) Nothing in this title shal be construed
as forbidding any Federal agency. State, or
franchistng authority from-

"(1) prohibiting discrimination among
customers of cable service' or

"(2) requtrino and regulating the installa-
ttion or rental of equipment which factlitates
the rmeption of cable servtce by hearino-tm-
paired tndivduals.

"(g) For purposes of this section, the term
'cable programming service' mean all video
programming services including intalla-
tton or rental of equipment not used for the
receipt of basic cable ervice, regardless of
service tier, offered over a cable stem
except basic cable service and those service
offered on a per channel or per proram
basis

"Ohl Within 120 days of enactment of this
ubsection the Commtsion shal by regula-

tion, establish standards, guidelines, and
procedures to revent evasions of the rates.
ervices, and other requirements of this sec-

tion. "
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S$c & Part TV of title VIt f the Communi-
cations Act of 1934 (47 U5C. 551 et seq.) is
amended by adding at the end the following
new sections:

"IPaNDIoCRIMnolON wr RT P ECT ro V0DEO
PROGRRJZINO

"SEc 640. (a) A video programmer in
which a cable operator has an attributable
interest and who licenses video program-
ming for national or reional distribution-

"(1) shall not unreasonably refuse to deal
with any multichannel video programming
distributo,

"(2) shall not discriminate in the price
terms, and conditions in the sale of the
video programmer's programming among
cable systems, cable operators or other mul-
tichannel video programming distributors if
such action woud have the effect of imped-
ing retail competition

"(b) A video programmer in which a cable
operator has an attributable interest and
who licenses video proqramming for nation-
al or regional distribution shall make pro-
gramming availabl on similar price terms
and conditions to all cable systems, cable
operators or their aents or buying groups;
except that such video programmer may-

"t1) impose reasonable requirements for
creditworthiness offering of sertice and f-
nancial stability;

"(2) establish different price, terms and
conditions to take into account differences
in cost in the creation sale. delivery, or
transmission of video programming;

"(3) establish price terms, and conditions
which take into account economies of scale
or other cost savings reasonably attributable
to the number of subscribe served b the
distributor, and

"(4) permit price differenttals which are
made in oood faith to meet the equally low
price of a competitor.

"(c) The Commission shall prescribe rules
and regulations to implement this section
The Commission's rules shall-

"(11 provide for an expedited review of
any complaints made pursuant to this sec-
tton' and

"(2) provide for penalties to be assessed
against any person filing a frivolous comn-
plaint pursuant to ths section.

"(d) Any person who encrypts any satellite
cable programming for private viewing shall
make such programming available for pri-
vate viewing by C-band receive-only home
satellite antenna user

"te) This section shall not apply to the
signal of an aJtiate of a national televiston
broadcast network or other television broad-
cast sinal that is retransmitted by satellite
and shall not apply to any internal satellite
comrmnication Qf any broadcaster, broad-
cast network or cable network

"if) For rposes of this section, any video
programmer who licenses video program-
ming for distribution to more than one
cable community shall be considered a re-
gional distributor of video programming.
Nothing contained in this section shall rr-
quire any person who licenses video pro-
gramming for national or regional ditribu-
tion to make such programming avaiLcbie
in any peographic area beyond which such
programming has been authorized or It-
censed for distribution.

"NO'MICSJNNAITON W1171 LSPECT TO
BASWm CARRrERS

"Szc 641. A satellite carrier that protrde r
service pursuant to section 119 of tiLle 17.
United States Code-

"(1) shall not unreasonable refuse to deao
with any distributor of video prmoramminJ
in the provision of tuch service to arone sa:-
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eLite earth stations quated to Creceive uh
service under section 119 of title 17, United
States Code' and

"(2) shall not dtscrlminale in the price.
terms. and conditions of the sale o! sudc
service among distributors to home satellit
earth stations qualified to receive such sg-
nals under section 119 of title 17, United
States Code, or between such distributors
and other multichannel video prtornmmng
distributors

"AGRECMENTS BgTrW CAMLS oPMA7US NPD
V7DgO PROORAM S

"Src. 642. Within one year afler the date
of enactment of this secton, the Commit-
sion shall establish regulations governing
program carriage agreements and related
practices between cable operators and video
programmer Such regulations sall--

"(1J include provisions designed to pre-
vent a cable operator or other multkhannel
video programming distributorfrom rutir-
ino a financial interest n a progr service
as a condition for carriage ot one or more
of such operator's stems

(2) include provisons desiged to proib-
it a cable operator or other muntidansl
video rogramming distribtor from oerc-
ing a video programmer to provide weuet
riht against other multichannel video p
grammino distributors a a codittion qf
carriage on a sytem

(3 cotain proisions designed to pre-
vent a multichannel video programming
distributor from engaging in conduct the
effect of which is to unreasonably restrain
the ability of an unaffilated video program-
mer to compete fairly by discriminating in
video programming distributIon on the
basis of affliation or lonafflaton inn the
selection term, or coditionu for carriage
of video programmer'

"(4) provide for expedited review of any
complaints made by a video programmer
pursuant to this sectio

"r(5) Provide for appropriate penalties and
remedies for violations of this subsection
including carriage4 and

"(6; .provide penalties to be assessed
against any person filing a frivolous com-
plaint pursuant to this section"

LEASED COYYRCIAL ACCESS
SEC. 7. (a) Section 612(a1 of the Commun-.

cations Act of 1934 (47 U.C. 532(a)) is
amended by inserting "to promote competi-
tion in the delivery of diverse sources of
video Programming and" immediately after
"Purpose of this section is'

(b) Section 612(c) of the Communications
Act of 1934 (47 U.S.C. 532(c)) is amended-

(1) in paragraph (1) by inserting "and
with rules prescribed by the Commission
under paragraph (4)" immediately after
"purpose of this section"; and

(2) by adding at the end the following new
paragraph-

"(41(A) The Commission shall have the au-
thority to-

"(ir determine the marimum reasonable
rates that a cable operator may establish
purruant to paragraph (11 for commecrrl
use of designated channel capacity. includ-
ing the rate charged for the billing of rates
to subscribers and for the collection of reve-
nue from subscribers by the cable operator
for such use and

"(ii) establish reasonable terms and condit
tions for such use including those for bill-
ing and coUection.

"(B) Within 180 days after the date of en-
actment of this paragrph the Commission
shall establish rule for determining the
maximum reasonable rate under urbpara-
graph (A)(ti and for esalishing terms and
conditions under subparagraPh (AMi.':

(c) Paragraph (5) of ection 412(b) of the
Communications Act of 1934 (47 U.S.C
532(b/) is amended to read as follows:

"(5) For the urpos of this section the
term 'commercial use' ans the pro vson
of deo programming, whether or not for

LLMdIlT2O ON C'ONTRL AIMD LnU.IATW
Sa L Subsection (fl of section of the

Communications Act of 194 (47 U.SC 5)
is amended to ried as fjblow:

"(f)(1) it order to enhance effctve con-
petition. the Commission Mall, witn one
pear after the date o enactment of the Cale
Television Consmer Protecton Act of 1.
condut a rulenang procudine to pie-
scribe rules and regulatio stabisin-

"(A) reasoable imits on the number of
cable subsribers a persno t authorted to
reach throu cable systems oned by such
peron, or in which such person ha an t-
tributable teres4' ad

"(B) reasonable limits on the number of
channels on a cable rwtem that can be oee-
pied by a video progammer in whiIch a
cable operator has an ttributable interest

"(2/ In prescribing rules asd rgution
under argra , the Commion shall
among other public interet obective-t

() esure that no cable opertor or
goup of cable opea cma uniry
impede, either becaue of the sie of ano n-
divdual operator or becaus e oo actionst
by a gro of operators ofsfolcient si, the
flo of video programm g from the video
programmer to the coumer

"(B) ensure that cable operators alated
witA video programmers do not favor such
programmers in determining carriage on
their cable systems or do not unreasioably
restrict the flos of such programming to
other video distribuors;

"(C take particulr account of the market
structur ownerhip patterns and other re-
lationshi f the cable television industry.
intcuding the nature and market power of
the loal franchis the joint ownership of
cable systems and video programmers. and
the various types of aon-equity controlling
interests,-

"(D) account for any efficiencies and
other benfs that might be gained through
Increased ownership or control;

"I) make such rules and regulations re-
flect the dynamic nature of the communica-
tions marketplacte

i(F) not impose limitations which would
bar cable operators from serving previously
unserved rural are"s and

"0) not tmpose limitations which would
impair the development of diverse and high
quality video progrmmin ".

CXoes-oWNEL.SP
SrC 9 (a) Section 613J(a of the Communi-

cations Act of 1934 (47 U.S.C. 533(a)) is
amended-

(1) by inserting "()" immediately after
"(a)", and

(2) by adding at the end the following new
paraoraph'

"(2) It shall be unlawful for a cable opera-
tor to hold a tcen"e for multichannel multi-
point distribution service, or to offer satel-
lite master antenna television service sepa-
rate and apart from any franchised cable
serice in any portion of the cable conmmu-
nity served by that cable operators cable
system. The Commission-

"(A) shall taive the requirements of this
paragraph for all existing multichannel
multipoint distribution srvices and sateL-
lite master antenna teevision services
which are owned by a cable operator on the
date of enactment of this paragraph. and

"(B may waive the requirements of this
paragraph to the extent the Commsution de-
tertines is necessary to ensure that all si
iJdtoaxt portions of the affected cable con
munity are able to obta in video program-
mining. ':

tIb Section 13c) of the Communications
Act qf 1934 (47 U.SC 33(c)) is amended-

(1) by Inserting "(1)" immediately after
"(c)' and

(2) by adding at the end the lowing new
peragraph:

"(2) If ten percent the ou tholds the
United States wit television bts ubrbe
to service provied by multidanme video
Programming distributor dietney via sald-
lite to home satellite antexn th ComDmis
sion shall promulgate aumpiate regula-
tions (A) Ltriting ownehip any such
distributor by cable operator or person
having other media interests ad (B) requir-
ing access to such satellite service by uaf-
fItated video progracmmer. a'

Szc 10. (a) Section 632faJ of the Commu-
nications Act of 1J34 (47 U.SC 5S2f(aJ is
aended by tnserting "may establish and"
immediately after authority and in para-
graph 11) by inserting immediately after
"operator" the following: "wat A) subject to
the provisions of subsection . exceed the
standards set by the Commsston under this
section or (B) prior to the issuance by the
Commission of rule Pursuant to subsection
(df(l), exist on the date of enactmet of the
Cable Television Consumer Protection Act
Of1991 ': .

(b) Section 612 f the Communcations Act
of 1934 (47 LS.C 552) is mamded by adding
at th end the following new subsections

"(d)(l) The Commissio within 10 days
after the date of enactment df th subsec-
tion, shall, after notice and an opportunity
for comment, issue rules that stblih cus-
tomer service standard that ensur that all
customers are firly served. 1ereafter the
Commission shall regularly review the
standards and ma such modifcations as
may be necessary to- ensure that customers
of the cable industry are fairly served. A
franchising authority may enforce the
standards established by the Commission

t"(2) Notwithstanding e provisions of
subsection (a) and this ubsecti nothing
in this title shall be construed to present the
enforcement of-

"(A) any muniipal ordinance or agree-
met in effect o the date of enactment of
this subsection or

"tB) any State lat,
concerning customer rvice that imposes
customer service requirements that exceed
the standards set by the Commission under
this section.

"Ye) In the event that a particular fran-
chising authority, pursuant to its authority
under subsection (a), require provisions for
enforcement of customer service require-
ments of the cable operator that exceed the
standards established by the Commission.
the cable opcrator ma petition the Commis-
sion for a declaration, after notice and hear-
ing and based upon substantial evidence
that the particular fraxchiing authority's
requirements are not tin the ublic interest
In determining whether a particular frai-
chising authority's provisions for enforce-
ment of customer servic requirements are
not in the Public interest the Commission
shall consider the needs of the local area
served by the particular franchising author-
ity. ".

FlCNCS REKNEWAL
Ssc. 11. (aJ Section 626(a) of the Conmu-

nications Act of 1934 (47 U.S.C. 546(a)) ts
amended by adding at the end the following
"Submiiation of a timely written renewual
notice by the cable operator specfically re-
questing a franchising authority to initiate
the formal renewal proces under this sec-
tion is required for the cable oerator to
invoke the renewal procedres at forth in
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ubsections (a) through (o) except that

nothing in this section requires a franchii-
:ng authority to commence the renewal pro-
-eedings during the 6-month period which
beNins with the 36th month before the fran-
chise expiration. ':

(b) Section 626(c)ll) of the Communica-
tions Act of 1934 (47 U.S.C S46fc(lI)) is
amended-

(1) by inserting "pursuant to subsection
bJi" immediately after "renewal of a fran-

chise' and
(2) by striking "completion of any pro-

ceedings under subsection (a)" and insert-
ing in lieu thereof the following: "date of the
submission of the cable operator's proposal
pursuant to subsection (b)':

(c) Section 6Z6(c/f1J(Ai of the Communi-
cations Act of 1934 (47 U.S.C. 546(cJlJ(A))
it amended by inserting "throughout the
franchise term" immediately oater "law'"

({d Section 626tc)(l)fB) of the Communi-
cations Act of 1934 (47 U.S.C 546(c)il/J(B)
is amended-

(1) by striking "mit, quality, or level" and
inserting in lieu thereof "mix or quality,
and

(2) by inserting "throughout the franchise
term" immediately after '"ees"':

(e) Section 626(d) of the Communications
Act of 1934 (47 U.SC 546(d)) is amended-

(1I by inserting wohich has been submitted
in compliance with subsection (bJ" immedi.
ately after "Any dental of a proposal for re-
newal'7 and

(2) by striking all after "unles" and in-
serting in lieu thereof the followin "the op-
erator has notice and opportunity to cure,
or in any case in which it is documented
that the franchising authority has waived in
writing its right to object."':
if) Section 626(cJt2)(A) of the Communica-

tions Act of 1934 (47 U.SC 546(e)(2J(A)) is
amended by inserting immediately after
"section" the following' "and such failure to
comply actually prejudiced the cable opera-
tor'"
(g) Section 626 of the Communications Act

of 1934 (47 U.S C 546) is amended by adding
at the end the following new subsection'

"i) Notwithstanding the provisrion of
subsections taJ through (h. any laioul
action to revoke a cable operator's franchise
for cause shall not be negated by the initi-
ation of renewal proceedings by the cable
operator under this sectio".

RXE QV7RE T 0r* CRTAIN EQUIPMA r ON

Sec. 12. Section 303(s) of the Communtca-
tions Act of 1934 (47 US.C 303(s)) is amend-
ed-

(1) by tnserting '" and be equipped with
an electronic switch permitting users of the
apparatus to change readily among all
video distribution media " immediately
after "televrision brodcasting and

(2i by inserting immediately before the
period at the end the following'. except
that such electronic switch shall be required
only if the Commission determines that the
installation of the switch it technically and
economically easible':

LMWrA T7n O OF Ur INo A .nrTYrr
LU[AJ/L.T'

Se 13. Part III of title IV of the Commu-
nications Act of 1934 (47 U.C 621 et aeq)
is amended by adding at the end the follow-
ing new section.

'trAIno' or LoAn
"Secr 628 (aJ In any court proceeding

pending on the date of enactment of this Sec-
tion or initiated after such date, tntolvin
any claim under the Civil Rights Acts as-
serttng a violation of Firt Amendment con-
stitutional rights by a franchising authority
or other governmental entity or by any oft-
cial. member, employee or agent of such au-

thority or entity arising from actions ex-
pressly authoried or required by this titL
any relief shall be limited to injunctive
relief, declaratory relie and attornen's fees
and legal costs, except as provided in scbsec-
tion (b).

"(b) The limitation required by subsection
(ai shall not apply to actions that prior to
such violation, have been determined by a
final order of a court of binding Jurtsdic.
tion, no Longer rubject to appeal. to be in
violation af constitutional rights under the
First Amendment or of the Civil Rights
Acts.

wNnt rec 79UcNAL STAVDARDS
Src 1t4. Section 624(e) of the Communica.

tions Act of 1934 (47 U.SC 544(le) is amend.
ed to read as follows:

"(rci1) The Commission shall within one
year afqr the date of enactment of the Cable
Television Consumer Protection Act of 1991.
establish minimum technical standards to
ensure adequate signal qualty for all class
of video programming signals provided over
a cable system, and thereafter shall periodt-
cally update such minimum standards to re-
flect improvements in technolo.

"(2) The Commission may establish stand-
ards for technical operation and other sig
n i provided over a cable system including
but not limited to high-definition television
(HDTV).

"(J) The Commission may require complt-
ance with and enforce any standard estab.
lished under this subsection, adjusted as ap-
proprtate for the particular circumstances
of the local cable system and cable commu-
nity.

"(4) The Commission shall establish proce-
dures for complaints or petitions asserting
the falure of a cable operator to meet the
technical standards and seeking an order
compelling compliance; except that nothing
in this subsection shall be construed to limit
the ability of a comPlainant or petitioner to
seek any other remedy that may be available
under the franchise agreement or State or
Federal law or regulation.

"(5) After the establishment of technical
standards by the Commission pursuant to
this section, neither a State or politicl ub
division thereof, nor a franchising authority
or other governmentl entity of a State or
political subdtvision thereof, shall-

"(A) establish any technical standards de-
sribed in this subsection

"(B) enforce any such standards that have
not been established by the Commission or

"(C) enrce any such standards that are
inconsistent with the standards established
by the Cmmission.".

*VfT7MBMJON COMENT "VA cBLE 5KZM

Sc 15. (a) Section 325 of the Communtca-
tions Act of 1934 (47 U.SC 325) is amended
by redetignating ubsections IbN and (c) as
ubsections (Ic and (d. respectively, and by

inserting immediately after subnection (a)
the folowting new subsection

"(b)(l) Followvng the date that is one year
after the date of enactment of this section,
no cable system or other multichannel video
programming distributor shall retmrarmit
the signal of a broadcasting station, or any
part thereo, withot the expres authority
of the originating station, except as permit-
ted by sections J14 and 515.

"(2) Until December 31, 1994, the provi-
sions of this section shall not apply to re-
transmiion of a rsignal of a broadcasting
station transmitted by a satellite carrier or
common carrier which carried that signal
on May 1, 1991 For the purpos of this sub-
sctiton the term sateLlite carrier' means an
entity that uses the facilities f a satelite or
atellite service censed by the Commission

to establish and operate a channel of com-
munications for point-to-multipotnt distrt-
bution of television signals

"t3i(AJ Within 45 days after the date of en-
actment of this Subsection, the Commission
shall commence a rulemaking proceeding to
establish regulations to govern the exercise
by televtrtion stations of the rights to grant
retransmission authority under this subsec-
tion and the right to signal carriage under
secttons 614 and 615. Such rulemaking pro-
ceeding shall be completed within sir
months after its commencement

"(B) The regulations required by rubpara-
graph (A shall requre that television sta-
tions, within one year after the date of en-
actment of this subsection and every three
years thereafter, make an election between
the right to grant retransmistsion authority
under this subsection and the right to signcl
carriage under sections 614 and 615. Such
election shall apply to all cable Ssten.s
within the jurisdiction of any franchisirg
authority

"(4) If an originating television station
elects under paragraph (3)(B) to exercise its
right to grant retransmission authorn:;
under this subsection the provisions of sec-
tions *14 and 615 shall not apply to the car-
riage of the ignal of such station by such
cable system.

"(5) The election by a local commercial
televisrrion station to ercise its right to
grant retransmission authority under ths
ubsection shall not interfere with or super-

sede the rights under sections 614 and 615 cd
any station electing to assert the right to
signal carriage under that section.

u[QUt. uHr*r ro CARRY LOCAL BROADCASr

SEC 16 Part IIof title Viof the Communi-
cations Act of 1934 (47 U.SC 531 et seq.) is
amended by inserting immediately after sec-
tion 613 the following new sections:

"CARRuAGE OF ILOCL COMMCERCIAL TELISIroN
SIGNALS

"SE 614. (a) Each cable operator 1w.l
carry, on the cable system of that operator.
the signals of local commercial television
station and qualiied low power stations as
provided by this section. Carriage of addi-
tional broadcast television signals on such
system shall be at the discretion of such op-
erator, subject to section 325(b).

"/bilI(/A/ A cable operator of a cable
system with 12 or fewer uable activated
channels shall carry the signals of at least
three local commercial television stations,
except that if such a system has 300 or fewer
subscribers, it shall not be subject to any re-
quirements under this section so long as
such system does not delete from carriage by
that system any Stgnal of a broadcast televi-
sion station.

"(Bi A cable operator of a cable sstem
with more than 12 usable activated channels
shall carry the ignals of cal commercial
television stations, up to a maximum of
one-third of the aggregat number of usable
activated channels of such system

"(2i Whenever the number of local com-
mercial televisio stations exceeds the maxi-
mum number of signals a cable system is re-
quired to carry under paraoraph tI), the
cable operator shall have discretion in se-
lecting which such ignals sha be carried
on its cble system ecept that-

"(A) under no circumstances shall a cable
operator cary a qualited lo power station
in lieu of a qualiftied local commercial
broadcast station otherwise entitled to car-
rtage under this section, and

"(Bi if the cable operator elects to carry an
afiliate of a broadcast network (as such
term ist defined by the Commissio by reOu-
lationJ, such cable operator shall carry tLe
affiltate of such broadcast network who.e
city of license reference point, as defin'd
under section 7653 of title 47, Code of Fed-
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eral Regletions (as in eflect on January 1.
1991). or any successor regulation thereto, ts
closest to the principal headend of the cable
system.

"(31(A/ A cable operator shall carry in its
entirety, on the cable system of that opera-
tor, the primary video and accompanying
audio transmission of each of the local con-
merctal tteleion stations carried on the
cable system and, to the tent technically
feasibl proram-reated material carried in
the vertical blanking interval, or on rbcar-
ers. Retransmission of other material in

the vtrtical blankin tInterval or other non-
proram-related material (including teletext
and other subecription and advertiser-sup-
ported Informatton wrvices) shall be at the
discretion of the cable operator. Whee ap-
propriate and feastbc the operator may
delete signal enhancements, such as ghost-
canceling, from the broadcast signal and
employ such enhancements at the system
headend or headends

"(B) The cable operator shall carry the en-
ttrety of the program schedule of any telev-
tsion station carried on the cable system
unless carriage of spec progrmmin is
prohibited and other programming athor-
ized to be substituted under section M67 or
subpart F of part 76 of title 47, Code of Fed-
eral Regulations (as in effect on January 1,
19911, or any succesor rgulations thereto

"(4(A) The signals of local commercial td-
evison stations that a cable operator carri
ers shall be carried without material degm-
datton. The Commission shall adopt car-
ruige standards to ensure that, to the extent
technically feasible, the quality of signal
processing and carriage provided by · cable
system for the carriage of local cousmem
teleision stations will be no less than that
provided by the system for carriage of any
other type of signal.

"(B) At such time as the Commission pre-
scribes modiflcations of the standards for
television broadcast signals the Commis-
sion shall initiate a proceeding to establish
any changes in the signal carriage require-
ments of cable television systems necessary
to ensure cable carriage of such broadcast
sinaLs of local commercial television sta-
Lt7ns which have been changed to conform
with such modified standards.

(5) Notwithstanding paragraph (1I, a
cable operator shall not be required to carry
the signal of any local commercial televt-
sion station that substantially duplicates
the signal of another local commercial tele-
riston station which is carried on its cable
system, or to carry the signals of more than
one local commercial television station af-
filated with a particular broadcast network
(as such term is defined by regulationl. If a
cable operator elects to carry on its cable
system a signal which substantially dupli-
cates the signal of another local commercial
telervison station carried on the cable
system, or to carry on its system the signals
of more than one local commercial telei-
sion station affiliated with a particular
broadcast network, all such signals sha be
counted toward the number of signals the
operator is required to carry under para-
graph (1).

"(6) Each signal carried in fulfillment of
carriage obligattons of a cable operator
under this section shall be carried on the
cable system channel number on which the
local commercial television station is broad-
cast over the air, or on the channel on which
it was carried on Jul 1. 1915, at the dtc-
tion of ths station, or on-shch other channel
number as is mutually agreed upo by the
station and the cable operator. Any dispte
regarding the positioning of a local eommer-
cial television station shall be resoxd by
the Commssn.

't7) Signals carried in fulfillment of the
reqirements of this ection shall be provid-
ed to every subscriber of a cable system
Such signals hall be viewabe via cable on
all television receivers of subscriber which
are connected to a cable system by a cable
operator or for which a cable operator po-
vides a connection UIf a cable operator au-
thorir subscribers to install additional re-
ceiver connections but does not provde the
subscriber with such connections or with
the equipment and materials for such con-
nections, the operator sha notV utch sub-
scribers of all broadcast stations carried on
the cable system whiMch cannot be viewed via
cable without a eoaerter box and shall offer
to sell or lease such a coverter box to aw*
subscribers at reasonable rates

~t(8 A cable operator shall ien"t, upon
requt by any person, the signals carried on
its system in fLfiulment of te quirement
of this section.

"Y9 A cable operator shll provide witten
notioe to a ocal commercal tievtsion sta-
tio at lest 30 das pri to either ed, one
from carriage or positi tthat dVstai
No deletion or repoitiot of a local em-
mercial television aton shl occur durin
a period in which 1msor 6eesisioa ratlug
services measur the size of audiences of
locl televsion station Te notication
provitions of this paragraph shall not be
used to undermine or evade the chnnl o-
sittontin or carriage requirement tmpoased
upon cable operators under this section

(1) A cable operator shall not accept or
rqat monetary payment or other valuabl
consideration in exchanoe either for car-
riage of local commercial tetevision stations
in fulfillment of the requirements of this sc-
tion or for the channel poritioning rights
provided to such stations under this section,
except that-

"(A) any such station may be required to
bear the costs associated with detivering a
good quality ignal to the headed of the
cable yrtem;'

"lB) a cable operator map accept pay-
ment from stations whtch would be consid-
ered distant signals under section 111 of
title 17, United States Code, as reimburse-
ment for the increental copyright costs as-
sessed against tuch cable operator for car-
rnage of such signal, and

"(C) a cable operator may continue to
accept monetary payment or other valuable
consideration in exchange for carriage or
channel positioning of the signal any
local commercial television station carried
in fulment of the requirements f this c-
tton, through. but not beyond, the date of ex-
piratton of an agreement thereon between a
cable operator and a local commercial tele-
vision station entered into prior to June M2
19ft

"(cJ If there are not sufficient signals of
full power local commercial teevision sta-
ttons to fi the channels set aside under sub-
section (bi, the cable operator shall be re-
qutired to carry qualified low power stationr
until such channels are flted.

"(d)l1) Whenever a local commerctal tee-
rison station believes that a cable operator
haJ failed to meet its obligations under this
section, such station shal notitF the opera-
tor, in writintg of the alleged failure and
tdent its reasons for believing that the
cable operator is obligated to carry the sig-
nals of such station or has otherwise failed
to comply with the channe positioning or
repositonng requirements of this section
The cable operator shal, within 30 dae
after such wrttten notiicaton, respond tn
writtng to such notficao and either com-
mence to carry the srinal of such station in
accordance with the terms requeted or state
its reasons far betevtng that it is not obL-
gated to carry such signal or is in compt-

ance with the channel poitioning and repo-
sitioning requirements of this section A
local commercial teleision stdtion that ts
denited carriage or channel positioning or
repositioning by a cable operator may
obtain review of such denial by fig a com-
plaint with the Commssion Such con-
plaint shall allege the manner in which such
cable operator has failed to meet its obtoa-
tionu and the basis forruch allegations

't2l Th Commission sh afford such
cable operator an opportunity to present
data and arguments to establih tat there
has been no failure to meet its obligations
under this section.

'(3) Within 120 days after the date a com-
plaint is filed the Cmmisio hall deter-
mine whether the cable operator hat met its
obligations under this sectito If the Com-
mission determines that the cable operator
has failed to meet such obligatIons the Com-
mission shall order the cable operator to
reposition the complaining station or, in the
case of an obligation to carry a station, to
commence carriage of the station and to
continue such carriage for at least 12
months If the Commission determines that
the cable operator has fully met the require-
ments of this section, t shall dismiss the
complaint

"(e) No cable operator shall be required-
"lI) to provide or make available any

input selector switch as dfied in section
7&5(mmJ of title 47, Code of ederal Regula-
ttions, or any comparable devic, or

"(2J to provide information to subsriber
about input selector switches or comparable
device

"(f1 Within I68 days after the date of en-
actment of this section, the Ci ,mistito
shall following a rlm sakig PrI an,
issu regulations ipleXetingx the rquirc-
meats Imposed by this section

" sCAnUA ofr NOWMcoMRL ZDVcATYfAL

"Src 615. (ta In addition to the carriage
requirements set forth in section 614. each
operator of a cable system r hereater In this
section refrred to as an 'operator shall
carry the signals of qualified noncomner-
cial educational television stations in ac-
cordance with the provision of this section.

"'b)(lJ Subject to paragahs (Z) and t3J
and subsection telJ each operator shall
carry, on the cable system of that operator,
each qualified local noncormmectal educa-
tional teletvision station reqesting carriage

"(2(A) Notwithstanding paragraph (l), an
operator of a cable system with 12 or fewer
usable activated channels shal be required
to carry the signal of only one qualfied
local noncommercial educational television
station' except that an operator of such a
system shall comply with subsection (c) and
may, in its dtacretion, carry the signals of
other qualfed noncommercial educational
television stations

"tB( In the case of a cable system de-
scribed in subparagraph t) which operates
beyond the presence of any quaLfted local
noncommercial educational television sta-
tion-

"(It the operator shall carry on that system
the signal of one qualified noncommercial
educational television station,'

"t(ii the selection for carriage of such a
signal shall be at the election of the opera-
tor, and

'Ytti in order to satisy the requirements
for carriage specilied in this subsection, the
operator of the system shall not be required
to remove any other programming service
actwuall provided to subscribers on March
29, I1O9; except that ruch operator shall ue
the firat channel availabe to satfy the re-
quirenents of this rubpargrapL
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tW of ca1le syten with I1 to M usable ac-
thaled chaae-
"/i shall carry the tsigna of at least one

qualafled local noncommercial educational
televivion station but shatl not be required
to carry the signals of more than three such
statioft and

"(ti may, in its discreti, carry addi-
tional such station.

"(8l In the case of a cable system de-
scribed in this paragraph which operates
beyond the presence of any qualified local
noncommercial educational television sta-
tion, the operator shall import the signal of
at least one qualified noncommercial educa-
tional station to comply with subparraaph
(A)(i).

"(tC The operator of a cable system de-
scribed in this paragraph which carries the
signal of a qualfed local noncommercial
educational station affiliated with a State
public teletvion network shal not be re-
utired to carry the signal of any additional

qualfied local noncommercial educationa
television station affliated with the same
network if the programming of such addi-
tional station is substantially duplicated by
the programming of the quafied local non-
commercial educational television station
recerting carnage

'(D1 An operator of a system described in
subparagraph (Al which increases the usabe
activated channel capacity of the system to
more than 36 channels on or after March 29,
1990 shal, in accordance with the other pro-
visions of thi section carry the sinal of
each qualified local noncommercial educa-
tional televiion station requesting carriag
subect to subsection (e).

"(cJ Notwthstanding any other provision
of this section. all operators shall continue
to provide carriae to l qaled local
noncommercial educational television sta-
ttons whose signals were carried on their
systems as of March 29. 190. he require-
ments of this subsection may be waived with
reipect to a particular operator and a par-
ticular uch station. upn the written con-
sent of the operator and the station.

"(d) An operator required to add the sig-
nals of qualtkfed local noncommercial du-
cational televisio stations to a cable
system under this section may do so by plac-
ing such additional station on public eda-
cational or governmental channels not in
u for their deignated purpoes

"(eW Ax operator of a cabe sysm with a
capacity of morn tha uable activated
channels which is required to carry the si-
nalt of three qualCied local noncommercial
educational teevision stations sha not be
reruied to carry the signals of dditiona
uach stations the progmrantixg 4d which

substantially duplicates te prounmmag
broadcast by another quafted /lea non-
ommercial educational tlevision station

requesting carriage Substantial duplcatlo
shall be defned by the Conmissi in a
manner that promote ace to distinctive
nncommercial educational teevtsin smrv-

(nl A quabied local noucomnmercia da-
cational television staltion signal is
carried by an operator sh t ad crt ar
network noo-daplication ri*s it ray hae
pursuant to eJtoa 7.2 of title dZ Code f
Federal Regulatons to r the daletion
of programs aired on other qUfied local
noncommercial educational tetevistion s-

uons whoe signels ae carried by tmat oper-
4tor.

"/(1J An operator shal trunsit in its
entirety the pri ary oideo and axmpan*-
ting audio trasissin of each qualied
local oncommnerci edewational ralisionr
station whoe signal is carried o the cable
system and, to the ertent technically feat-

b program-related material carried in the
vertical blanking ntervaL or on rubcarr
that may be neessary for recetpt of pro-
rammino by handicapped person or for

educational or language purposes. Retran-
mission of other material in the vertical
blanking tnterval or on asubcari shall be
within the discretion of the operator.

"(2) An operator shall provide each quali-
fled local noncommercial educational televt-
sion station uwoe signal is carried in ac-
cordance wIth this section with band~wdth
and technical capacity equivalent to tbat
provided to commercial televsion broadcast
stations carried o the cable system and
shall carry the signal of each qalifed local
noncommercial educational television sta-
tion without material degradation.

"(3) The signal of a alied local non-
commercial educational televtisio station
shall not be repositioned by an operator
unless the operator at least 30 days in ad-
vance o such rptionin has provided
written notice to the station and all sub-
scriber of the cable system. or purposes of
this paragraph, repositioning includes (A)
assignment of a qualifed t cal noncooner-
cial educationa television station Jo a cable
system channel number dtftrent from the
cable system channel number to which the
statio was assigned as of March 29 1990,
and (B) deletion of the station from the
cable system.

"(41 Notwithstanding the other provisions
of this sction. an operator shal not be re-
quired to carr the signal of any qualtied
local nonc ercial educational teleision
station whitch does not deliver to the cable
sotem's principal headend a signal of good
quality, as may be defined by the Commis-
sion.

(hi Signals carried in Jfnilment of the
carriage obigtions of an operator under
this section shall be awvabe to eery sub-
scriber as part of the cable system's klest
priced service that includes the nratnsuis-
sron of local televion broadcast sinals

"(if(1) An operator shall not accept mone-
tary payment or other valuable conside-
ation in ezchange for carriage of the signal
of any quaified oc noncommercial educa-
tional television station carried in fufl-
ment of the requirements of this secon,
czept that such a tation may be reqdred
to bear the coat asuiatel with ddvirrta a
ood qualt signal to the princpal headend

of the able system
"V) Notwithstandsg the provisions of

this ection. an operator shal not be re-
qaired to add the signal of a qualed local
noncommercial educational teevision a-
ttion not already carried nder the provi-
sdos of sbectionJ c, w here ch signl
muLd be ansidmd us a distant sr al r

iht parposas unL essuch -saio rei-
bases the operator for the incremental

-v costs assmed t asch oera-
tor as a result of such catrriae

'(jt) Whenevera quaBlled noncom
mercial edncational television station be-
hrem that an opemtor of a cabe symtem has
failed to comply rwith the sinal carrige re
uremes of this section the station may

file a complaint with the Commissio. Sch
complaint ll lle be mawr in ich
SUch CpMwwtor has Jaie to eompy Ih
such requirement and stJk tLe bals or
such allegtions

"12) 21 Commission shal afbrd such op-
erator an opportnity to presnt dat,
vies and aruments to estabih Vht te
operator has compled ith am Signal our
riag requirems t o thit seton.

"(') Witin 12* da afer 0e e a com-
plaint is ftled under this subecthi e
Commton sthall determine whether the op-
erator has complied with th requirements
of this section 7 the Commission deter-

mines that the operator hma failed to comply
wi ,ic rveqmrementx, tVie Commistion
shah state ith perticulartty the basis for
sueh finding and order the operator to take
such remedial action as is necessary to meet
such requirements If the Commisston deter-
mines that the operator has fully complied
with such requirements the Commission
shall disminss the complaint

"/(k An operator shl identify, upon re-
quest by any person thoe signal carried in
fulfillment of the requirements of this sec-
tion.

"(D For purposes of this section. 'qualtfied
local noncommercial educational telerslon
station' is defined as a qualified noncom-
mercal educational televtsion st4tion-

"IA) which is icensed to a principal com-
munity whose rfereace point as defined in
section 7.53 of title 47. Code of Federal Reo-
ulations (as in effect on March 29. 19901. or
any successor regulations thereto, is within
50 miles o the principal headend of the
cable sptem, or

"(B) whoe Grade B servce contour, as de-
fined in section 73.653(a) of such title (as in
effect on March 29. 1990, or any successor
regulations therto, encompasss the princt-
pal headend of the cable system.':

JUD{cIA azvrw

S$c 17. Sectio 635 of the Communica-
tions Act of 1934 (47 U.C 5551 is amended
by adding at the end the foUotrtng nero sub-
section

"(cJ(l) Notwithstanding any other prori-
sion of law, any cttil action challenging the
constitutionality of section 614 of this Act
or any proisiton thereof sha be heard by a
district court of three Judges convensd pur-
suant to the provisions of section 2284 of
title 28, United States Code.

"(21 Notwithstanding any other provision
of lata an Lnterlocutory or final judment
decree, or order of the court of three judges
in an action under paragraph (1) holding
section 614 of this Act or any provision
thef unconstittional shall be reviewable
as a matter of right by direct appeal to the
Supreme Court. Any such appeal shall be
filed not more than 20 days after entry of
such judgment, decree, or order.

Src 16& Section 24 of the Communica-
ions Act of 1934 (17 U.SC 541 is amended

by adding at the end the Jolwin new sub-
section'

"(g) Withi 2I days ater the date of en-
actment f this subection. the Commison
shall precrtbe rules and regulations con-
cerning hie disposItion after a subscriber to
a cable system terminaltes servic of any
cae installed by the cable operator within
the premises asuch subcriber':

AWA
r

OF fRAMMI
Sec 1. (a Section 6f21(al(1 of the Corn-

iunatlon Act of 1934 (47 U.S.C.
54141i is amended by inserting tmedi-
a l befom the ptead t the end the fLloow-
n , ept ta a franchistr authority

my not unreasonaby re e to award an
additlome cgmpetiee franchise. For pur-

pom e'f rs sult ction refua to award a
second franche oan e grounds of technical
tifeitbtitty shad be deemed not to be un-
reasoable Any appicant whoe applica-
tlon for a econd frrndits has been denied
by a final decisio of the fandhitrtng au-
thonrty may appeal such ftnal decision pur-
srat to e provisions f s ection 635 for

faftre to compy owith Vt subsection".
(bi Section 635(a) of the Commut'ations

Act of 134 147 L .C S5551a1 is amended by
insertixg dWua111A" timediately after
'sectton".
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Szc 20. Section 621(a) of the Communica-
tions Act of 1934 (47 US.C 541(a)) is
amended by adding at the end the following
new pararaph.

"f4) In awardino a franchitse, the franchis-
ing authority shall allow the aPPlicant'
cable system a reasonable period of time to
become capable of providing cable service to
all households in the geographtic area within
the Jurisdiction of the franchising author-
itl.

DI/RECT ROADCALT &A K " WIT LYSIrF
Sec 21. (a) The Federal Communication

Commission shall, within 180 days alter the
date of enactment of this Act initiate a rule
maring proceeding to impose with respect
to any direct broadcat satellite system that
ts not regulated as a common carrier under
title 11 of the Communications Act of 1934
(47 U.C. 201 et e/, public interest or
other requirements on direct broadcat sat-
ellite system providing video programming.
Any reulations prescribed pursuant to such
proceeding dsha at a minimum apply the
access to broadcast time requirement of ace
tion 312ta)(T of the Communications Act of
1934 (47 U.5C 312(aJ(7)) and the use of fa-
ctlites requirements of section 315 of such
Act (47 U..C J15) to direct broadcast satel-
lite systems providing video programming.
Such proceeding also shall examine the tm-
pitcatiou of the establishmet f such sys-
tems for the principle of localism under such
Act, and the methods by which such prnct-
pie may be served through technological and
other development in, or regulation of ruch
systems.

(Ibl) The Federal Communications Com-
mission sha require, as a condition of any
initial authortationr or renewal thereof. for
a direct broadcast atellite servce providing
video programmingt that the provider of
such service reserve not less than 4 percent
nor more than 7 percent of the channel ca-
pacity of such ervce extclsively for on-
commercial public service uses. A provider
of such srvice may use any unused channel
capacity deignated pursuant to this para-
Ogrph until the use of such channel capacity
is obtained pursuant to a written agree-
ment, or public service use. As ued in this
paragraph. the term '"publc service e in-
cludes-

(A) programming produced by public tele-
communications entities, including pro-
gramming furnished to such entities by in-
dependent production services,

(B) programmitn produced by public or
private educational institutton or entities
for educational instructtonal or cultural
purposes and

(C) proOramming produced by any entity
to serve the disparate needs of pecifc com-
munttes of tnterest. including linouitically
distinct groups, minority and ethnic groups,
and other groups

(21 There is established a study pane
which shall be comprised f a representattve
of the Corporation for Public Broadcating,
the National Telecommunicattion and In-
formation Administration, and the Office of
Technology Assessment selected by the head
of each such centit Such study panel shall,
within 2 years ater the date of enactment of
this Act. submit a report to the Congres
containing recommendations on-

(A) methods and strategies for promoting
the dt of programming for trans-
mission over the public use channels re-
served pursuant to paragraph (1)

(B) methods and criteria for selecting pro-
gamming for uch channels that avoids
conflicts of nterest and the exrcise of edito-
ritl control by the direct broadcast satellite
service provider, and

(C) tdenting existing and potential
sources of funding for administrative and

production costs for such public use pro-
gramming.

c) AcJ ued in this section, the term "direct
broadcast satellte system" includes (A) any
steite rsstem licensed under part 100 Of
title 47, Code of Federal Regulation and
(B) any high power ur-band fied service
satellite rytem providing video ervice dt-
nrctly to the home and licensed under part

5 of title 7., Code of Federal Regulation

Sre 2. Lf any provision of this Act, or the
application of such provision to any person
or crcumstance, sha be held invalid the
remainder of this Act, or the application as
to which it it held invalid shall not be of-
fected thereby

E7FZCTTYX DAST

Src 2. Except as otherwise specfied in
this Act the requirements of this Act shall be
effective 60 days after the date of enactment
of this AcL The Federal Communication
Commission may promulat such regla-
ttos as it determines neeeuarv to interpret
such requiremen that are not iaconsstent
herewtO

The PRESIDENT pro tempore. The
Senator from Kentucky [Mr. FOuD].

Mr. FORD. Mr. President, for many
years I have followed the events that
resulted in the growth of the cable tel-
evision Industry. When I first came to
the Senate in 1975, the cable industry
consisted of small operators that I re-
ferred to, and many others referred to,
as moms and pops. Due to a series of
favorable court decisions, regulatory
rulings at the Federal Communica-
tions Commission and congressional
actions the face of the cable industry
in the past 15 years has changed from
what we referred to as moam and pops
to large multiple system operations.
During the 1980's, not a week went by
that some cable system in Kentucky
was not purchased by a huge cable
company. The moms and pops, as we
knew them, were cable systems of
service. The huge cable companies are
not.

Unlike the television networks, there
have been no constraints on the
growth of the cable industry. Cable
companies are allowed to own cable
systems and the channels that provide
programming for the cable systems,
something that the government has
never allowed the networks. This
morning's Wall Street Journal stated
that one cable company, TCL gener-
ates a cash flow of $1.7 billion a year-
more than ABC, CBS, NBC, and the
Fox network combined. In the three-
part series on cable recently in the
Washington Post, Robert Johnson,
creator of the BlacLk Entertainment
Television and chairman of the Dis-
trict of Columbia's Cablevision, was
quoted:

When people want to do buinem in the
cable busine, they have to talk to John
Malone-charm oi'f TCL

If the tables were turned and Tom
Murphy of ABC, Laurence Tisch of
CBS, or Bob Wright of NBC had that
kind of. power over an entire industry,
we would be doing something as we
have heard a lot of talk on the Senate
floor on network power.

In 1984, the Congress voted to de-
regulate the cable industry. In 7 years,

the industry has completely changed
and cable has grown Into a multibil-
lion dollar industry. Without any gov-
ernment oversight, huge companies
grew at an unprecedented pace. I was
absolutely amazed at the prices paid
for cable systems in Kentucky.

Although a lot of debt was the result
of this cable free-for-all, there is
enough cash flow in the business to
allow this growth. Recently, we have
been hearing a lot about the salaries
of corporate executives in the United
States If you take a look at the list of
the highest paid executives in Amer-
Ica, cable leads the list. Last year, one
executive made $76 million which
leads me to believe that It is time to
take a fresh look at the cable industry.

The Commerce Committee em-
barked on an effort 3 years ago to re-
regulate the cable industry. The com-
bined leadership of the chairman of
the subcommittee, Senator Inouyr,
the chairman of the Committee, Sena-
tor HoLLtmcs and the ranking
member. Senator DarmoRTa, led to the
bill we are considering today. I know
of no other Issue before the Commerce
Committee that has generated as
many hearings and comments Senator
LNovuT has done a terrific job of han-
dling all of the issues surrounding the
cable debate. Senator DANIoRr has
never let up in his effort to resolve the
cable problems. I would also like to
commend the staff-Toni Cook for the
majority and Gina Kenney for the mi-
nority.

8. 12 brings back regulation of cable
rateL A monopoly service unregulated
brings about the kind of rate increases
being experienced throughout the
country. Many citizens In Kentucky
have mailed me copies of their cable
bill. I do not know the group behind
this effort, but it is a very effective
campaign

Mr. President. let me just show you
what I received today just from one
part of Kentucky. "My cable monthly
rate, $24.95." That is down in Murray,
KY. Madisonville. $26.77. Gilbertsville,
$24.43; Dawson Springs, $20.69. I could
go on and on, Mr. President. Hopkins-
ville, $27.81. But these are the copies
of the bills that my constituents are
sending to me. It is a very effective
camprign, and I expect other Senators
will start receiving the same sort of
bills that I have been receiving.

The General Accounting Office tes-
tified that average cable rates for
basic service has Jumped by 43 percent
since 1986. In some parts of Kentucky,
Mr. President, the rates have risen
over 200 percent. In a recent move to
circumvent the reregulation of basic
service in & 12, cable companies have
been retlering.

In 1991, the GAO testified that 40
percent of cable systems had shifted
their most popular cable services, such
as CNN and ESPN, out of the basic
tier. Prices for the new tier rose three
times the rate of inflaton. Also, when
the GAO posed as potential cable cus-
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toners they were not informed of the
lower cable basic rte It in time, Mr.
President, for reform. and I believe E8
12 is the vehicle.

In 1987. I Joined with Senator GoaR
and Senator Buamms in an effort to
make the views of the owners of the
backyard satellite dishes known to
Government policymakers. Only half
of the State of Kentucky is wired for
cable. Due to the small population
density in the unserved areas, It is
doubtful that these areas will ever re-
ceive cable.

Most of these unserved areas are In
the mountainous eastern part of my
State. Up until the satellite dish
became available for consumers, most
of these citizens received only one
channel-an affiliate in Knoxville, TN.
All of a sudden. after an expensive
purchase of a satellite dish. the enter-
tainment world was opened to these
Kentucky citizens. Within a short
time, 30,000 dishes had been pur-
chased in Kentucky.

Fairly soon, the heavy hand of, the
cable industry hit the backyard satel-
lite dish industry. My colleagues and I
made an effort to find a compromise
to guarantee programming to these
consumers, but we were unsuccessfuL

I am delighted that provisions of the
original bill introduced in 1987 on pro-
gram distribution and exclusivity are
Included in the legislation we are con-
sidering. A lot of credit goes to Sena-
tor GoRz as he has been the champion
of this issue.

Another technology that has evolved
in the past 10 years is the low power
television industry. I was successful In
getting an amendment to S. 12 which
requires cable operators to carry low
power television stations known as
LPTV, where there are not sufficient
full power stations to fill the channels
allowed for must-carry. Must-carry
would only apply for low power sta-
tions that broadcast a substantial
amount of locally produced program-
ming and comply with the public In-
terest requirement that full power sta-
tions must meet.

In Kentucky. there are several ex-
amples of the public benefit of low
power stations. During Desert Storm,
the low power station in Hopktnville,
KY, which Is adjacent to Ft. Camp-
bell, carried the homecoming of the
101st Division as well as many stories
about local heroes. This kind of cover-
age was not duplicated by the full
power stations as they did not have
the local interest. In Lebanon, KY,
local high school and college gradua-
tlons are aired as well as high school
sports. I believe the locally produced
programming deserves must-carry and
I will do what I can to see that this
provision is retained in this bill.

Another area of Sa 12 in which I was
successful in the Commerce Commit-
tee's consideration of the bill is the
home wiring Issue. I was contacted by
local officials in Glasgow, KY, regard-
ing a problem they were having with
the local cable system. In an effort to
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provide competition, the city of CHas-
gow built another cable system The
other cable system would go into cable
customer's homes and pull out all of
the wiring in an attempt to keep cus-
tomers from changing over to the city-
owned cable systems, needless to say,
cable customers were not happy with
the idea that their walls and carpeting
could be harmed just to change the
cable system. I believe that once the
cable wiring is in the home, It Is the
property of the cable customer, not
the company.

In the bill, there is a requirement
that the FCC will promulgate rules
concerning the disposition of cable in-
stallation wires within the home when
the subscriber termmates or changes
service.

Finally, Mr. President, I read with
interest the article in this mornings
Washington Post about the strategy of
the cable industry on this bill. There
will be an attempt to substitute S. 12
with a weaker version. The question
then Is, Does the Bush administration
support the substitute or do they
prefer no bill at all?

I urge my colleagues to read this ar-
ticle before voting on the substitute. It
Is really an effort to kill S. 12. In hard
economic times, this is an area where
we can do something. Stemming the
tide of biyearly rate increase for cable
is something we can do now by voting
for . 12.

Mr. President, I ask unanimous con-
sent that the article in the Washing-
ton Post of this date, "Substitute
Strategy for Cable TV Industry," be
printed In the RzcoRn.

There being no objection, the article
was ordered to be printed In the
RzCOBa, as follows:
(From the Washington Post, Jan 27. 19921

"SusTrrrra" STATY Caoz TV

(By Paul Parhi)
The cable television industry says It and

the Bush administration support a Senate
bill that would re-regulate cable TV prices
and other aspects of the busines.

On the other hand. maybe they don't.
With the debate on cable regulation

scheduled to begin today In the Senate. an
Internal Nationl Cable Televson Amcla-
tlon (NCTA) memo indicats that the Indus-
try group is trying to build support for a
weaker bill than the one that paned the
Senate Commerce Scence and Trariport-
tion Committee in June.

The waler bill- msored by Ben Bob
Packwood (-Ore.). Ted Steves (R-Alia)
and John F. Kerry (D-Mss)--would re-
strict the number of channel that ocal of-
ficlal could regulate and soften other Ilml-
tations contained in 8a 12. the bill approved
by the committee.

By urging support of the weaker subtl-
tute version. the memo from NCTA Pred-
dent James P. Mooney makes clear, the
cable group hopes to draw enough suport
away from & 12 to slow the re-rwulatoary
momentum in Congre and give the White
House enough backing to threaen a veto
that Congress could not override. The split
might leave Congress at an mpasse-and
the cable tndustry free of any new legiala-
tion.

I 489
1f the 'RublstLe' prevl. or even if It

gain S4 or more vate [eliminatirn the pos-
sJuty of Coagres overrcurng a presidentlal
vetol the politics of the controversy will
have been substantially altered." last week's
memo from Mooney to the NCTA's board
members says

But the memo also make clear that the
NCTA-and the White House-don't really
want the substitute bfill either.

"The Administration on board. and will
be supporting the 'substitute' ... but will
not support the bill even if the amendment
is adopted." the memo states. "We are
taking the same position."

Either version of the bill puts the Bush
administration in a difficult position. If it
vetoes the legislation. the White House risks
being painted a anti-consumer during an
election year by the bill's proponents If
Preddent Bush signs a cable bill Into law.
however, he will be putting his signature on
a re-reguation at a time when he is urging a
moratorium on regulation.

White House ofidcials could not be
reached for comment.

In an Interview Friday. Mooney called the
cable aocition's poition "a garden varie-
ty legislative strategy. It happens every dav
In Washington"

He added, "We don't think there should
be legislatlon. but if there has to be legisla-

on, we think It should be more moderate
and not a grab bag filled with our oppo-
nents' wish li"

One of those opponentsa Gene Kimmel-
man of the Consumer Federation of Amer-
kmi said the cable organization's strategy
"proves their support of the substitute Li
like a Trojan horse- This it not a legltimate
effort at compromise; it's a political tool to
ettison all legislation.

Mr. FORD. Mr. President, I yield
the floor.

Mr. PACKWOOD addressed the
Chair.

The PRESIDING OFFICER (Mr.
Wnrs). The Senator from Oregon.

Mr. PACKWOOD. I thank the
Chair.

Mr. President, I rise today to oppose
S. 12, the Cable Television Consumer
Protection Act of 1991. I do so because
the burdensome regulation this bill
would impose on our cable industry is
unjustified. Not only is It unjustified.
but it also would hamper the continu-
ing efforts of cable operators and pro-
grammers to expand viewer cholces
and to develop new technologies. In
the end, I believe this is contrary to
the interest of this country and to th
interest of cable consumers.

While problems in the cable indus-
try do exist, S. 12 goes well beyond
what Is needed to address these prob-
lem.a If we are going to pass legisla-
tion. it should be narrowly crafted to
address genuine problems through
competitive, nmarket-oriented means.,
whenever possible, and without creat-
ing intrusive and unnecessry Govern-
ment regulation

The wisdom and importance of seek-
ing a competitive, rather than regula-
tory. response to cable problems are
obvious. In the late 1970's and early
1980's, the development of the cable
industry in the United States had
stalled.

Ferst, efforts to wire the Nation's
largest cities were in disarray.



CONGRESSIONAL RECORD - SENATE
Second, overregulated and uneco-

nomical cable systems were failing to
attract sufficient subscribers, largely
because of inadequate progrmming.

Third, attempts to launch new cable
programming services were falling be-
cause of limited channel capacity, low
ratings, and insufficient revenues.

Fourth, the cable industry faced an
apparently inescapable dilemma: It
could not attract additional subscrib-
ers and increase revenues without new
and innovative programming, and It
could not afford to develop such pro-
gramming without additional subscrib-
ers and increased revenues.

Therefore, in 1984, Congress moved
to address the crisis facing the cable
industry. We passed the Cable Com-
munications Policy Act. This act, for
the first time, established a national
policy for the cable industry. It was
designed to encourage the growth of
cable systems and cable programming
for the benefit of consumers. It did
this by eliminating unnecessary and
burdensome regulation by local fran-
chising authorities

Let me emphasize what I Just said
The 1984 Cable Act eliminated unnec-
essary and burdensome regulation. It
did not eliminate all regulation of the
cable industry. What some people
forget is that the cable industry is still
regulated. Under current law, local
franchising authorities can

First, impose and collect franchise
fees, up to 5 percent of gross revenues;

Second, determine how many public,
educational, and governmental access
channels a cable operator must set
aside;

Third, establish customer service re-
quirements;

Fourth, set basic cable rates, where
there Is no effective competition;

Fifth, determine how many cable
franchises to award in their area; and

Sixth. specify channel capacity and
other technical requirements

Although It may not be the most
popular thing to say, the Cable Act
has achieved much of what Congress
intended. Last year, the Federal Com-
munications Commission submitted a
report to Congress assessing the suc-
cess of deregulation and the status of
competition in the cable industry.
That report reached the following
conclusion:

In compiling and anayng the record
leading to this report, we have found that
since the Cable Act of 1984, the cable televi-
sion Hndurtry and cable television subcrib-
ers have benefited significantly from the
regulatory certainty and economic freedoms
contained in the act. Cable operators have
expanded their systems-both in ternms of
service area and channel capacity-deployed
new technology and invested in new pro-
gsmming. thereby Incrasing choices for
consumera The Cable Act was intended to
establish a national policy concerning cable
communicatlons that would promote compe-
titon. minimize unnecessary regulaUon im-
poing undue economic burdens on cable
systems, and encourage the provision of the
widest possible diversity of Information
sources and service to the public. In many

respects these fundamental purpose of the
Cable Act are being accomplished.

I emphasize again, that was a report
of the Federal Communications Com-
mission.

The Commission found the growth
and development of the cable industry
since the Cable Act was readily meas-
urable. For example:

First, today, 90 percent of all US.
television households have access to
cable television, as compared to about
60 percent in 1984-only 8 years ago.

Second, today, 90 percent of all cable
subscribers receive more than 30 chan-
nels versus only 60 percent in 1984.

Third, the cable industry has sub-
stantially increased its investment in
new technology and programming:

Since 1984, over $5 billion has been
invested in new plant and equipment;
and

Annual investment in basic program-
ming has more than tripled.

The American public has clearly wel-
comed and benefited from the growth
and development of the cable indus-
try. Welcomed because the number of
cable subscribers has grown from 37
million in 1984 to more than 55 million
In 1991. Benefited because today more
than 70 cable networks are available
to subscribers and over a dozen addi-
tional services are in the works.
Through these networks, cable televi-
sion offers the American people an un-
paralleled variety of specialized pro-
grams tailored to consumers' individ-
ual needs and interests. You can' turn
on your television and watch:

First, gavel-to-gavel coverage of the
proceedings of Congress on C-SPAN;

Second, 24-hour news on CNN;
Third, home shopping;
Fourth, music videos;
Fifth, classic movies;
Sixth, documentaries; and
Seventh. the list goes on and on. in-

cluding numerous foreign language
stations

Some of the proponents of 8. 12 will
argue that the increasing number of
cable subscribers reaffirms their argu-
ment that cable is a monopoly. They
argue that people have no choice so
they keep signing up. I would argue
that cable offers people something
they want, something they are not
getting anywhere else and something
that is a relatively good value. That is
why the number of subscribers contin-
ues to increase.

Up until now, I have spent a lot of
time recounting the successes of the
1984 Cable Act. And, on balance, I be-
lieve the act qualifies as a success
story. However, I fully recognize the
problems that have arisen as a result
of the rapid growth of the cable indus-
try since 1984.

First. State and local franchising au-
thorities and cable subscribers have
complained about rate increases and
poor customer service.

Second. the cable industry's competi-
tors have argued that the cable indus-
try enjoys "unfair" advantages in the
video marketplace.

Although there is evidence that
some cable operators have abused the
freedoms given them by the Cable Act,
much of the current criticism of the
cable Industry-and much of S. 12-is
misdirected.

Let me point out the actions already
taken by the cable industry to address
some of these criticisms

First, it has adopted customer serv-
ice standards which are being imple-
mented nationwide. These standards
specify:

How fast telephone calls must be an-
swered;

How quickly service and billing prob-
lems should be corrected; and

How fast signal outages must be re-
paired.

As of July 1, 1991, about 85 percent
of the Nation's cable systems serving
70 percent of subscribers were In com-
pliance with these standards

Second, It has negotiated a technical
standards agreement with the cities
and counties.

Third, It has negotiated a must carry
deal with both commercial and public
broadcasters.

Even with this. Mr. President, the
industry continues to come under fire.
And the biggest complaint seems to be
over rates The proponents of 8 12
point to excessive increases in rates
since they were deregulated in Decem-
ber 1986. These claims are, in my view,
misleading.

It is true that cable rates have ex-
ceeded the inflation rate since 1987.
But 1987 is not the relevant year to
start the comparison. It is much more
relevant to compare today's rates with
those in 1972, when the FCC first reg-
ulated cable rates

The cable industry argues that the
regulation of rates between 1972 and
1986 kept them artificially low. As a
result, when rates were deregulated in
December 1986, we saw relatively big
rate Increases in the first couple of
years, but the Increases have started
to moderate.

The facts seem to bear this argu-
ment out. The average price of basic
cable service was $5.85 per month in
1972.

I want to emphasize again that was
for basic cable service in 1972-$5.85.

At the beginning of 1990, basic serv-
ice was priced as $16.33, on average
throughout the Nation-6 percent less
than the rate would have been had It
simply kept pace with inflation.

I want you to think again what it
was you got In 1972 in the basic cable
service. You were lucky if you got any-
thing more than the carriage of the
over-the-air networks, maJor-ABC,
NBC, CBS-networks, a local inde-
pendent television station. and your
public television stations, if your area
had those; and one or two other
things no CNN, no Discovery channel,
no ESPN. Today, for your basic rate-
forget whether you subscribe to any of
the premium channels-for your basic
rate you get infinitely more channels,
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infinitely higher quality reception,
and at a price that is less than it was
In 1972 counting for inflation.

The result has been a relatively
stable price per channel since deregu-
lation, since 1986.

Another important factor to consid-
er is the evidence that the increases
that have occurred over the past few
years are moderating. My good friend
from Kentucky mentioned the GAO
study. According to the General Ac-
counting Office, the so-called bottom
line measurement of cable rates-the
average monthly cable subscriber
bill-increased less than the overall
rate of inflation in 1990.

Finally, changes in the FCC's rules
will ensure that rates continue to mod-
erate. Earlier this year, the FCC modl-
flied the effective competition test for
determining when local rate regula-
tion is permissible. Under the Commis-
sion's revised definition, 60 percent of
all cable communities wlll once again
be able to regulate basic cable rates.

In light of these facts and develop-
ments, the record before Congress
plainly does not justify the massive re-
regulation of the cable industry pro-
posed by S. 12. In the words of the
FCC, today's video marketplace is a
"highly dynamic sector in the midst of
transitions." We have seen relatively
new technologies such as cable televl-
sion and home videotape machines
strongly challenge the broadcast tele-
vision industry. Even newer technol-
ogies such as direct broadcast satellite
service are waiting in the wings. In
such a dynamic environment, it is dif-
ficult to distinguish long-term system-
ic problems from short-term transitory
ones.

S. 12 fails to draw this distinction.
Consequently, it has the real potential
to cripple the growth of cable pro-
gramming and service options without
benefiting cable consumers. Congress
should not hamstring an industry that
has contributed so much to the Na-
tion's entry into the Information age.

In its 1990 cable report, the FCC
concluded:

In light of the developing field of existing
and potential multichannel competitors to
cable. and evidence that even direct compe-
tition between cable operatora may incres-
Lngly occur, we do not recommend any dras-
tic or long-term regulation of cable rates
and services * * I

S. 12 ignores this recommendation. I
urge my colleagues to oppose this bill

Mr. President, earlier in my state-
ment I said I recognized that problems
have developed since the deregulation
of the cable industry and that any leg-
islation in this area should be tailored
to address those problems specifically.
At the appropriate time, I plan to
offer an amendment that I believe
does Just that. While I will not go into
the details of this amendment now, I
want to put my colleagues on notice
that they will have a chance to vote
for an alternative to this bill which
will remedy the few complaints we
have had without the over-regulation
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that is absolutely rife throughout S.
12.

I thank the Chair.
I yield the floor.
Mr. DANFORTH addressed the

Chair.
The PRESIDING OFFICER. The

Senator from Missouri [Mr. DAn-
FORTH] IS recognized.

Mr. DANFORTH. Mr. President, a
couple of weeks ago I was in our State
capital of Jefferson City. I knew
before I arrived In Jefferson City that
within 5 minutes of my arrival I was
going to be asked about the status of
the cable television bill. And that pre-
diction came true. There was never
any doubt in my mind that it would
come true, because between 1986 and
mid-1990, in Jefferson City, the cable
television rates increased by 186 per-
cent.

I am reasonably sure that when I am
in St. Louis. and a short period of time
after arriving in the city, I will also be
asked about the status of the cable tel-
evision bill. That is so because in St.
Louis, basic cable rates have increased
142 percent since deregulation.

I can also predict that when I am in
HannibaL when I am in Cape Girar-
deau, when I am in various communi-
ties in our State, I am going to get a
quick question after my arrival on the
issue of cable television and cable tele-
vision rates.

The questions come from all kinds of
people. I was in southwest Missouri a
couple of weeks ago, and a rock-ribbed
Republican supporter of mine, a
person who is quite conservative as a
matter of economic and political phl-
losophy. came up to me and said,
"When are you going to get the cable
bill passed?"

So this is not just a matter of na-
tional statistics; It is a matter of real
concern in communities throughout
the State of Missouri, and I would
think the communities throughout
the United States, as well. It is inter-
esting that questions are raised to me
by Republican supporters of mine and
Republican friends, and I think that,
speaking as a Republican, and speak-
ing as a person who has long been a
foe of excessive governmental regula-
tions, it is really part of the tradition
of my party to oppose regulation, but
to also oppose unregulated monopo-
lies. And that is what the cable indus-
try is now in the United States

It was a Republican President, Theo-
dore Roosevelt, who furthered the
cause of antitrust legislation. It was a
Republican Senator, Senator John
Shermann who was the author of the
major antitrust legislation which we
have in the United States. And their
theory was that competition is always
preferable to regulation, but if there is
no competition, there should be regu-
lation, because the worst result Is an
unregulated monopoly.

That is what cable television is
throughout United States; It is an un-
regulated monopoly. It Is an unregu-
lated monopoly which, frankly. was

8411
not anticipated when Congress passed
the cable deregulation law in 1984. At
that time, it was assumed that once
cable was deregulated, in very short
order competition would arise. In fact,
that was the debate back in 1984 when
I voted for the cable deregulation leg-
islation. Head-to-head competition was
expected to develop. The then-chair-
man of the Communications Subcom-
mittee, Senator Goldwater, argued
that by 1936 or 1987, in his words.
"every homeowner in this country
[will be] able * * * to have television
reception directly from satellites, of
television programs going on in literal-
ly every country In the world." Sena-
tor PACCWOOD predicted that satellite
dishes would be on the roofs of Amer-
cla in 2 to 3 years. The president of

the National Cable Television Associa-
tion, Thomas A. Wheeler, testified at
the Senate hearing that--

Cable systems are overbuilding each
other, and by overbuilding we mean that a
consumer will have a couple of choices of
cable companies. There will be two cable
wires running down the street.

That was the representation back in
1984 when we passed the act, that we
would have other multichannel provid-
ers. We do not have other multichan-
nel providers. We have, instead, un-
regulated monopoly in the cable indus-
try. An unregulated monopoly means
high rates. unregulated mon6poly
means poor service, and unregulated
monopolies in some communities mean
that the cable company is so callous
about the consumers of America that
they do not even answer the phone.
That is what I am told by my constitu-
ents. "When we have a complaint
about the quality of service, we put in
a phone call, and nobody even bothers
to answer the call. The phone just
keeps ringing."

That is the predictable nature of a
monopoly. and that is the case.

Well Mr. President, the legislation
that is now before us is legislation that
would authorize municipalities to reg-
ulate cable rates within certain param-
eters established by the Federal Com-
munications Commission. It does pro-
vide for regulation, but only regula-
tion where there Is not another multi-
channel provider. If another multi-
channel provider materializes, wheth-
er It is a cable company, microwave
transmission, or whatever, then the
regulating power sunsets

80o all we are saying in this legisla-
tion Is that the exact objectives of the
1984 legislation should become reality:
that we should have competition; that
we prefer competition to regulation.
We would rather have competition.
We want competition. We encourage
competition. But until competition ar-
rives, then regulation is necessary.
The basic principle, again, is that un-
regulated monopolies are bad. not a
new idea in America.

Mr. President, I had hoped that we
could somehow work this legislation
out prior to Senate passage. Consist-
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ently, I have said to anybody who will
listen that as far as I am concerned
the suggestion box is open. Anybody
who wants to come forward and make
a proposal for compromise is perfectly
welcome to do so. We have been at
this now for something like 2 years,
trying to work out legislation which
everybody could accept reasonably. It
has not worked out that way. We
failed to accomplish anything.

I got my hopes up last week. I got
my hopes up because I got wind of the
fact that compromise was again in the
wind. I got my hopes up because I was
told that a proposal had been put for-
ward, and I was told that the White
House had signed off on the proposal.
And while it was not quite what I
wanted, I believed that at least it pro-
vided the basis for serious negotia-
tions. And I thought we could come to-
gether with something that perhaps
was satisfactory.

I hoped that; I believed that last
Friday. But it turned out, as reported
in the Washington Post this morning.
that there was not any compromise
proposal at all It turned out that nei-
ther the cable association nor the ad-
ministration is willing to compromise
in the sense of saying, "here is our
proposal, if you agree with the propos-
al or if we can work out a proposal
then we will support the bilL"

The chief of staff of the White
House today told the staff of the
Senate Commerce Committee that the
administration did not want any cable
bill. That was what was reported in
the Washington Post this morning.
They.do not want a bill Fine. I say
this to the Senate because Senators
may be told that the substitute that
will be offered is a compromise. It is
not a compromise. It is a proposal that
would merely gut the bill It is a pro-
posal that in itself is unacceptable,
and it is a proposal which is designed
for the purpose of giving some Sena-
tors something to vote for so that then
they could vote against final passage,
or then they could vote to sustain a
Presidential veto.

It is a killer substitute. It has no
effect other than to kill the legisla-
tion. It is a very flimsy cover, and I
hope that Senators would not be
fooled by it.

The fundamental issue is whether in
America we should have unregulated
monopolies. The question is whether
the American people really want a sit-
uation in which the cable companies
have absolutely free rein to increase
rates as much as they want and to
allow service to deteriorate at the
same time. That is the issue before the
Senate. The so-called substitute just
does not do the Job. And the President
would veto the bill anyhow, so there is
no reason to even consider it.

This is, Mr. President, the No. 1 con-
sumer issue that will be before the
Congress this year. Absolutely no
doubt about it. It has been so rated by
the Consumer Federation of America.

It is a bill which has tremendous sup-
port throughout the United States.

I want to Just say one word about
what constitutes effective competition,
because the position that we have
taken in the legislation is that what
constitutes effective competition is an-
other multichannel provider.

There are those who say that that is
not the measure of effective competi-
tion. They say that people can do
other things with their time other
than watch television and therefore
competition is anything anybody could
do. If, for example, you were into
jigsaw puzzles, Jigsaw puzzles then
would constitute effective competition
for cable television. If you were into
electric trains, that would be effective
competition. Anything you can do
with your time or perhaps any way
you can get information, the newspa-
pers, the radio, whatever, in their view
would constitute effective competition.

But for the consumer of television
where there is cable service, there is
nothing else like cable service. It is the
market. And today, Mr. President, it is
an unregulated market without any
competition at all That is why this
bill is essential.

Mr. President, Congress made a bold
decision in 1984. It deregulated the
fledgling cable television industry. Our
goals were twofold. First, we sought to
encourage cable TV to grow through-
out the country. And, second, we
wanted to foster marketplace competi-
tion through other video services such
as direct broadcast satellites, satellite
master antenna television systems,
and new signal compression tech-
niques.

Mr. President, the 1984 Cable Act
achieved its first goal. Cable's growth
has been dramatic. In 1983, about 67
percent of all American households
had the option of subscribing to cable.
About 43 percent did subscribe. Today,
nearly 80 percent of all American
households have the option of sub-
scribing and nearly 60 percent do. But
this impressive growth has been
achieved by a distortion in the market-
place. Cable today is an unregulated
monopoly. The promise of competition
goes unrealized today.

As a Republican, I believe in compe-
tition. The Republican tradition is to
protect consumers by encouraging vig-
orous competition. The Republican
tradition is not to allow unregulated
monopolies. The Republican philoso-
phy, which goes back to Teddy Roose-
velt, the trust-buster, and Senator
John Sherman, the Republican author
of the Sherman Act, Is both probusi-
ness and proconsumer. Consumers are
served best when businesses compete
head to head. But neither consumers
nor new business entrants are served
by letting monopolies do whatever
they please. Republicans do not dele-
gate the power of Government to the
absolute power of monopolists. Stand-
ard Oil and the railroads may have
been the trusts of the past The cable
companirtles are the trusts of today.

I voted for the 1984 Cable Act. Like
many others. I thought that develop-
ing competition could replace regula-
tion. During the debate of the 1984 act
dazzling promises of competition to
cable from new technologies were
made. Head-to-head competition was
expected to develop. The chairman of
the Communications Subcommittee.
Senator Goldwater. argued that, by
1986 or 1987, "every homeowner in
this country (will be] able * * to
have television reception directly from
satellites of television programs going
on In. literally, every country in the
world." The chairman of the Com-
merce Committee, Senator PACKWOOD,
predicted that we would be putting
satellite dishes on our roofs "in 2 to 3
years." The President of the National
Cable Television Association. Thomas
A. Wheeler, testified at the Senate
hearings that "cl]able systems are
overbuilding each other, and by over-
building we mean that a consumer will
have a couple of choices of cable com-
panies There will be two cable wires
running down the street."

The 1984 act was supposed to de-
regulate cable rates in the presence of
effective competition. But, what has
resulted is neither competition nor
regulation. Instead, we have the worst
of both worlds Cable is an unregulat-
ed monopoly. The results of an un-
regulated monopoly are predictable:
high rates; indifferent service; cable
operators who drop local broadcasters
or place them on high channels; dis-
crimination in the pricing of program-
mrning; problems with access to cable
systems

Since deregulation, consumers,
cities, broadcasters, small cable opera-
tors, wireless distributors of video pro-
gramming, and satellite dish owners
have come to Congress for help. That
is why the chairman of the committee,
Senator F'Rm HoLLinra, the chairman
of the Communications Subcommit-
tee, Senator DADrm. Ixou, and a
group of Democratic and Republican
Senators have joined me in introduc-
ing 8. 12. a bill to regulate cable televi-
sion rates in the absence of effective
competition.

S. 12 is similar to one favorably re-
ported by the Commerce Committee
last year. The Senate did not act on
last year's bill despite our repeated ef-
forts to negotiate a compromise with
the cable industry. This May, the
Commerce Committee voted 16 to 3 to
report S. 12.

Despite its growth in service and
programming. cable has been a dsap
pointment. A September Consumer
Reports study revealed that satisfac-
tion with cable TV is the lowest the
magazine has found in Its entire histo-
ry of rating serice industries And in
the summer of 1990. 92 percent of the
respondents in a CNN poll said that
cable television should be regulated

cAnL RATi

Although three quarters of the par-
tidp2nts in the Conrsmer Reports
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study agreed with the statement that

tRliven all the channels, there's still
often nothing to watch," the number
one complaint about cable is the price.

Facing neither competition nor regu-
lation, cable rates have skyrocketed.
The US. General Accounting Office
reported in July that basic cable rates
have risen an average of 56 percent
since rates were deregulated at the
end of 1986. That is more than twice
the rate of inflation. Rates for the
most popular cable programming in-
creased 61 percent. In contrast. tele-
phone rates increased 2 percent, and
electric utility rates increased 11.2 per-
cent during the same period.

My constituents have felt the
squeeze of rate Increases. Between
1986 and mid-1990, rates in the State
capital, Jefferson City, increased 186
percent. St. Louis reports that basic
cable rates have increased 142 percent
since deregulation.

The cable industry attempts to
defend Its astonishing rate hikes.
Cable operators argue that their pro-
gramming Costs are escalating. But the
irony is that, while cable operators
spent a paltry 25 cents of each sub-
scriber dollar on programming in 1984,
they spent even less-only 21 cents-in
1990. An August Justice Department
study concluded that "at least 45-50
percent of the price increase since de-
regulation is due to market power,"
rather than cost increases Rates have
gone up, and will continue to soar, but
not because of programming costs or
other costs. Cable rates will soar and
consumers will be gouged for one
simple reason: there is neither compe-
tition nor regulations

Since the introduction of cable
reform bills in Congress, the cable in-
dustry has rushed to restructure its
program offerings to evade even mini-
mal regulation. Aware that under
some proposals regulation would be
limited to the lowest level of service,
the basic tier of programming, cable
systems have quickly rearranged their
offerings to strip down their basic
tiers. To avoid the possibility of rate
regulation, cable companies are
moving popular cable channels, like
CNN and TBS, from their lowest-
priced basic tier to more expensive ex-
panded basic tiers.

According to the Wall Street Jour-
nal, retiering had spread to almost 60
percent of all cable subscribers by the
middle of 1991 of It is likely to expand
even further this year. Why are cable
systems retiering? Simple. Usually far
less than 10 percent of cable subscrib-
ers actually buy the stripped down
basic service tnat would be subject to
regulation under some proposals
Cable will go to any lengths to avoid
rate regulation. What unregulated mo-
nopolist would not?

The question before Congress really
is not whether regulation of cable
rates should be permitted. That ques-
tion was decided by the 1984 Cable
Act. Under the 1984 act, franchising
authorities-cities and States-may

regulate cable rates where there is no
effective competition. The question is
what constitutes real competition.
Cable operators would have you be-
lieve that they face competition be-
cause people can watch their aquar-
iums at night instead of watching
cable TV.

The FCC defined effective competi-
tlon as three broadcast stations. With
three broadcast signals in an area.
such as the three networks, cable rates
were deregulated. That is a ridiculous
definition. It has no wonder that cable
rates are deregulated for 97 percent of
all cable systems.

In June, the FCC adopted a new def-
inition of effective competition: six
broadcast stations. This new standard
is still too weak. it would expand regu-
lation to less than 20 percent of the
cable subscribers in the United States.
It would not, for example, stop the
rise In cable rates in St. Louis The
FCC's action does not protect the con-
sumer. Americans spend $13.5 billion
per year on cable instead of merely
watching free TV. Clearly, the avall-
ability of broadcast signals does not
represent real competition.

Real competition is the presence of a
true competitor, such as a second
cable system, a microwave system, or
any other multichamriel video provid-
er. Where there is no true competi-
tion, cities should have the option of
regulating cable rates. S. 12 provides
that option. Rates for basic service can
be regulated, within FCC guidelines,
unless there is effective competition,
from another multichannel video pro-
vider. In areas where residents have a
choice between two providers, rate reg-
ulation automatically sunsets.

KNcotUTaGrG coIZ7TImoN

Regulation is not my first choice. I
would prefer true competition. 8. 12
promotes competition in several ways
For instance, by sunsetting rate regu-
lation once competition exists, & 12
provides an incentive for cable to allow
competition to develop.

The bill also encourages competition
by prohibiting cities from unreason-
ably denying franchises to second
cable operators. And, to prevent cable
from strangling nascent competition.
S. 12 limits cable ownership of micro-
wave and satellite-delivery systems

As another means of encouraging
competition, S. 12 prohibits unfair
business practices, such as unreason-
able refusals to deal with competing
media. If we are gong to have competi-
tion in the cable industry, those who
want to compete with the entrenched
cable operator must have reasonable
access to the programming.

Potential competitors to cable, such
as so-called wireless cable operators,
complain that they are denied pro-
gramming or are charged more for
programming than the large cable op-
erators affiliated with cable program-
mers. They point out that cable pro-
grammers who are affiliated with
cable system operators have an incen-
tive to favor cable operators over

other distributors of video program-
ming.

8. 12 addresses this problem by
making it illegal for national program-
mers affiliated with cable operators.
such as HBO, the unreasonably refuse
to deal with cable competitors. These
provisions are essential elements of
cable reform. Without access to popu-
lar programming, cable can keep pro-
gramming locked up and prevent com-
petition from developing.

MUST CARRY A" RRaMIYIssxoN CONSErT

The relationship between broadcast
and cable is another important ele-
ment of cable reform. Today, cable op-
erators are free to decide whether to
carry local broadcasters on their sys-
tems and what channel numbers to
assign. S. 12 creates a system under
which broadcast stations may either
elect carriage under the must-carry
provisions or may opt to negotiate
with cable operators for retransmis-
sion of their signals. In some cases.
broadcasters may receive compensa-
tion for allowing cable to retransmit
their signals, just as other program-
mers receive compensation for their
programming.

Broadcasters, of course, benefit from
being carried on cable systems. Many
may determine that the benefits of
carriage are sufficient compensation.
S. 12 creates a flexible scheme to
govern the relationship between local
broadcast stations and cable systems
in differing markets with differing
levels of economic strength.

OTaR PROVISIONS OF S. 12

In other provisions designed to clean
up the cable mess, S. 12 improves the
franchising renewal process so that a
community can kick out a cable opera-
tor who Is not providing quality serv-
ice. It also grants local authorities im-
munity from monetary damages for
first amendment claims brought as a
result of franchise decisions, although
injunctive relief is still available to
plaintiffs. The bill also allows the
cities and the FCC to enforce tougher
customer services and technical stand-
ards.

With the goal of creating an elec-
tronic soapbox and increasing the di-
versity of information available to
cable subscribers, S. 12 directs the
FCC to place caps on the rates for
leasing a channel from the local cable
system. And, because huge cable oper-
ators have great influence over which
programmers can appear on cable. S.
12 requires the FCC to set reasonable
caps on the size of the cable systems.
To address a similar concern. the bill
also directs the FCC to limit the
number of channels that can be occu-
pied on a cable system by a single pro-
grammer.

cOnCLUsION

S. 12 is probusiness, procompetition-
and proconsumer. It has been called
one of the most important consumer
protection bills pending in this Con-
gress by the Consumer Federation of

January 2 7, 1992
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America. It has the support of many
organizations, the cities, and a broad
array of business groups, all of whom
are Interested in breaking up the cable
monopoly.

This bill is good government based
on sound economics The premise of
the bill is simple and straightforward.
Cable rates should be held in check by
vigorous competition or, in the ab-
sence of competition, by regulation

We must not shirk our responsibility
to protect consumers from cable's un-
bridled market power. To quote Teddy
Roosevelt:

I do not believe In the Government Inter-
fering with private business more than s
necessary. I do not believe in the govern-
ment undertaking any work which can with
propriety be left in private handL But nei-
ther do I beleve in the government finch-
ing from overseeing any work when it be-
comes evident that abuses are sure to obtain
therein unless there is governmental super-
vtsion.

With neither competition nor regu-
lation, the consumer is the loser. The
time has come to treat the cable televi-
sion industry like every other business
in America. S. 12 does just that.

Mr. President, I ask unanimous con-
sent to have printed in the REcoRD
recent articles about the need for
cable reform and a list of groups sup-
porting S. 12.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows

[From the Wall Street Journal Jan 15,
19921

CAsLt-TV FIRma' HIGcH. -PRID "T 'rms"
BRING CRILs or OuTRAGS PROM CONSUMERS

(By Mark Robichaux)
Niw Yoam--For the nation's cable-televi-

sion operators. getting down to bailca often
seems something best avoided.

Keenly aware of reregulation threats and
new federal rules that let more cities cap
basic cable rates, able systems have simply
redefined what "basic" supposedly mea
They have carved out a layer of popular
channels to form a new "tier" that costs
extra--and thus they effectively dodge the
rules aimed at curbing price Increas for
basic cable.

The practice of "tlering wasn't prevalent
in late 1989. when Congres first threatened
to impose new regulationa on cable. just
three years after it had largely deregulated
the industry. But tiering had spread to
almost 60% of all cable ubscribers by the
middle of last year. It is likely to expand
even further this year.

cowsum coMarLrs
Consumer groups call t a shell game that

has let cable companies blithely slap on
unfair rate incrses. In the past few
months alone, the cable system in Los Ange-
les Imposed a 12% Increase on Its most popu-
lar package, and the system here In Man-
hattan similarly set a 10% increase. Last
March. Time Warner Inc's Brooklyn system
formed a new tier that included MTV and
CNN: nine months later, It raised the charge
for the tier by 34%.

"Cash flow Lb the name of the game for
these companies." nys lawyer Nicholas
Mil]er. who represents everal cities In dis-
putes with cable systems. "Their main con-
cern is how do we frustrate, confuse, divide
or slow down an attempt to regulate rates"

Almost all of the nation's biggest cable
companies now use tlering They maintain
that it more fairly spreads the costs of vari-
ous channels among the viewers who really
want them, that It lets them lower the price
of pared-down basic cable and rech viewers
who merely want better reception and the
low-income people who otherwise couldn't
afford cash. Criticism of tiering "is pure
cablehbashtn that s totally unjustiled,"
says Richard Aurelio. president of Time
Warner's New York cable group.

Many cable operators, however, don't tell
customers that a cheaper btsLc option to
available. They simply switch customers
over to the more expensive tiers through a
"negative option" that requires ubscribers
to go out of their way to reject the change
In some cases, customers are penalized for
switching to the lower-priced tier by having
to pay an extra one-time charge.

Only a sliver of cable subscribers on tiered
systems-usually well under 10%-actull
buys the redefined narrow besic ervice.
When federal nvetigtor randomly called
sstems and posed a customera they found
that nine leadig ompanies offering tien
didn't even acknowledge the existence of
the lowest-priced basic tier, according to a
recent report from the General Accounting
Office. (Calls by a reporter to Time Warner
systems in Manhattan and Brooklyn pro-
duced slmflr results.)

"The game for cable operators is to tell
regulators that this Is a eparte and op-
tionl tier," says Joseph Van Eaton. cable
lawyer for several cities "But they're telling
subscribers that expanded tiers are part of
basc service."

Despite cable operators' claims to the con-
trary. the price structure behind tiering
often ha little basis in reality, in terms of
demand for the channels and operators'
costs For example, Time Warner's Brook-
lyn-Queens cable group previously chared
$2090 for 58 channels Iast March It split
the dial into 24 channels for basic ($14J5)
and a tier of 34 popular channels for an
extra $595. Then It tacked on an extra $25
for the second tier last month. a 34% in-
crease. Yet the tier probably costs the com-
pany only $3.52 to begin with, based on an
average monthly cost of 16 cents a channel
(That average cost comes from Pul Kgan
Associates, a media research coanern: Time
Warner's cable group declines to discuss spe-
cifsa of its channel pricea)

Charging an extra $8 for the tier Is "total-
ly unjustifled," asserts Bill Squadron. who
oversees New York City cable system as the
city's telecommunications commissioner.
"hese companies are protecting unbeliev-
ably favorable market conditions-no com-
petition and no regulation" Time Warner's
Mr. Aurello dmi the chrge as unrea-
sonable.

TARTrLIGo rIca ULCR.KsA
Just four years ago. cable companes were

doing the reverse of tiering. When Congrem
freed cable from rate' regulation by local
governments, systems folded all channels
and rates Into one basic offering Then they
levied startling and aggressive price in-
crease Cable bills shot up 61% from De-
cember 1986 to July 1991.

Cable operators maid the Jump was needed
to mrke up for years of artificialy low
rates, when al governments had refused
to grant adequate fee ncreases But a Jus-
tice Department report found that only
about half of the rate rise was due to higher
costs

As criticism ntensifed. Congress began
weighing new regultion but got nowhere. A
bigger threat came from the Federal Com-
municatLns Commission. In January 1M90,
the FCC annouced a proposal that would

vastly increase the number of communitles
aUlowed to ride herd on basc cable rates

When Congress deregulated cable in 1987.
it let a handful of communtlUes-those that
had fewer than three broadcst stations In
their local msrketa--contnr e to regulate
local cable rates. The new FCC rule pro-
posed to let tows with fewer than six sta-
tions control cable rates, affectth 61% of
all cable systems and coverng 34% of an
cable subscribers in the U.S.

But the FCC didn't pass the new rule
until lst July--and by that time tiering had
taken hold. The FCC rule albo had a major
loophole: It let local governments control
only basic rates.

"It tends to make a mockery of the proc-
ess," says Bill Johnson. deputy chief of the
mass-medl bureau of the FCC. -It's annoy-
lng to the consrumer bemuse what they
want isn't regulated by the city."

The new PCC rule gave Laredo. Texas.
new authority to control local cable rates.
But in June 1990 the local cable company.
Paragon Cable, split Its dngle package of 34
channels Into a basic offering of 11 and a
second tier of 23 chnanel. S.becribers who
signed up for the expanded baic tier had to
pay the system $15 each to change to the
more limited basc service.

Three months later. the system raised the
price of the second tier by 30%. from $ to
$8.50. It tac&ked another $2 Increae an one
year after that. The end result: In 15
months after Paragon nmposed the tiered
approach. Laredo subscribers were paylng
21% more for the same 34 channels ($20.50
a month, compared with $17 when the tier
wu adopted In June 1990).

Paragon. a subsidary of Kblom Inc. tn
Houston. also lowered the price of its 11-
channel basic offertng to $7.6 a month
from $12 last July. but only *a -ll number
of subscribers were affected.

Some cities are trying to fight the cable
companies by seeking the right to regulate
the extra tier of "expanded baic." The city
of Oillette. Wyo, is in a court battle with
Tele-Communicatons ITrn the ntion's
largest cable operator.

In December 1989. Tele-Communimtlons
retiered its channels and automatically
switched customers to the expanded service.
It also began charging extra for Items such
as converter boxes and cable guide. By May
1990, a customer would have had to pay
$22.20 for the same package that had cost
$16.74 five months erlier, a joltng 33% in-
crease.

Outraged, the city puassed an ordinance
that set the price for baIs service $12.80
and set expanded basic at $130. Tele-Com-
municatlons refused to lower the price, and
the city filed suit. In November. a federal
judge ruled that the city had the authority
to set only "basic rates." Now illette is
pursuing a second argument, that TCrs "ex-
panded basic" tier Isn't relly a distinct and
separate product from basic ervice. (TCI
officials declined to comment on the situa-
tion in Gillette.)

Tiering has also triggered resentment
among newer cable channels. which fear a
los of distribution if they are placed on
tiers with pay services.

Bills now in Congress addre tiering. but
if Congress regulates every level of service.
"it will freeze the development of new pro-
grmmiing. contends Steve Effros. presi-
dent of the Community Antenna telerislon
Associaton a cable trade group. He says
proposed laws aimed at ties would put ari-
fil price caps on channel. "We are find-
ing our price levels now.," he says.
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FProm the New YTrk 'kea, Nov. 15. 19911

Cans TV Cmrm Om . Gom a
The Senate bority leaer, George

Mitchell. and Hollywood's Jack Valent have
Just buried a bill to prevent monopolitic
cable compnes from gouging ther cutom-
era The sponsors expected a Senate vote
this week, but Mr. Mitchell scheduled no
floor time and has excluded the proposal
from the list of bills to be considered before
the Senate adjourns for the year.

Unless the bill Ir promptly disinterred,
cable customers around the country will
know who's to blame for the next outra-
geous cable price hike.

A 1984 bill freed cable television compa-
nies from local regulation. Since then cable
cost have sored. riing three time faster
than infation. Some of the ncreases made
up for punitively low fees set by local regu-
lators. But studies suggest that by now.
cable com nies are earning exorbitant mo-
nopoly profits.

The Senate bill offers responsidble reregu-
laton, with a light touch. It is directed at
bad actors-empowering the Federal Com-
muniations Commission to set rates only
where price are outrageous and competi-
tion ti lacking.

What makes the bll' sudden burial espe-
cially galling Is Mr. Mitchell's excus: the
crush of end-of-session businss. The cable
bill was Introduced on the earliest posible
day and was one of the first bills this seaon
to clear eommittee-4n May. Putting off a
vote until next year won't help consumers
but it would guarantee a continued flow of
campign contrlbution to committee mem-
bers from lobbyists for the studios brad
casters and cable companies.

Mr. Valenti who represents film and tele-
vision producers. attk a provision that
would require cabe companiel to pay fees
to retran lt the programs of over-the-ir
television stations. He cries fouL comtending
that that rrangement would Jeopardise
royalties of the Hollywood producers who
make programs.

Mr. Valenti has a point, but it's a belated
one. The cable companies have stalled nego-
tiatons for months and ae usin confusion
over thi provision a a pretext to scutte
the bill.

The best way to break the Im and
serve the public is for the 8ena to pm the
bill soon The Howe. which overwhelmingly
passed a similar bill last year. would quikly
follow. Once Congress even comne cle to
action, watch how quickly Mr. Valenti and
the cable compnies figure out a way to re-
solve retranmission rights to everyone's
satisfaction.

[From the Wshiton Post Jan 22, 1#3
RnumnnrATmo CA-s A PoLurcA Rzmsouz

To a W NATIro
(By PAul Prhi)

If Sundy's Super Bowl telecast turns
dull even for a moment viewers from Fair-
fax County to Fairfiel Call, know exactly
where to turn.

With Just a few 1cr of a remote contro,
the national attention an can wander
through bl rd of mage Nazi documen-
taries on the Discovery Channel ... preach-
ers on the Inspirtional Networm... hand-
bag being hawked on the Home Shopping
Network... natio in uphevaL liv an
Cable News Network.

Cable television. wt bring this video
supermarket h ha revolutontd how
America reeve and eroee televised en-
tertainment and ne. Pbrty. 0 or even 75
chanis of televm are taken virtally for
granted now. Most f it didn't exist le
than a decade ago

Today. 58 pertent t ll houehold-5
millinn In all-pay to receive TV programs
over a copper wire. That represents a great-
er portion of the population than that
which regularly attended a church or syna-
gogue, subscribed to a newspaper. bought a
book. or voted lat year. In 1981 when MTV
first went on tbe air and CNN was barely
year old, Just 2S million households sub-
scribed

But cable's ascension has been met with
a much protest as applause

Cable subscribers have complained bitter-
ly for years that local cable companke
which string the wires throughout a com-
munity and select the programming have
raised monthly rates Indiscimaltely.

Cable operator. most of whom have no
direct competition in the communitles they
erve, have boosted the average monthly

charges for basic cable service by 56 percent
in the past five years, twice the overall n-
flatlon rate.

Cable's rivals such as the broadcast net
works and companies involved In alternarrtive
TV technologies such a direct-satellite
transmission charge that the cable industry
ha used Its rte-setting power and control
over cable programming to smother compe-
tttlon in the television marketplace.

Thus cable's success has set the stage for
a pivotal struggle before Congress over the
laws and regulations that define the indus-
try, which has annual revenue of $20 billion

After four years of debate the Senate Is
expected to take up a far-reaching legisl-
tive proposal next week th!t would give
local government officials new powers to
control the fees cable cutomers are chrged
and that would add new regulations to
strengthen cable's competitors.

It's no surprise to find the industry's
future on a political agenda. Unlike other
trends and transformations of the 19~0., the
able revolution wuasn't primarily the result

of new technology or clever marketing The
means for carrytng multiple-video sinals
over a copper wire ha existed for deades
Instea. the development of cable television
was fundamentally shaped by decisions
made tn Washinton

While broadcasters stymied the spread of
cable in the 1950s and 1960s the industry
benefited from new laws and federal regula-
tions during the 1970a that allowed cable
systems to "mport" programminc. ch as
old mov fromn faraway loatons and to
string wires on teleph poles, making it
easer and cheaper to build a cable ystem.

FrrOTAL Lo5IO
Of all the political help cable received.

none wasu more Imhnportant than passage of
th C C Communiti Policy Act of
1964 The hlaw, designed to speed the growth
of cable et uniform national sta~rde for
the regulation of local cable Vsatn.

The cable act and subsequent rulings by
the Federal C Commission
placed the owners of the natim's 10,700
local cable system In an enviable position.
Before the hlaw was pased the rates paid by
cable customers to these opertors were ap-
proved by the local governt which
granted the cable compny a license or
franchie to place tt llnes along public
rights of wry.

The rationale for rate regultion was that
cable compnes lke local utility compa-
nies were de facto monopoes. Since more
than 99 pereent o the nation's cable sys-
tems had-nd still have-no direct ampei-
tor, local offa assumd the task o en-
suring that customers weren't goued by
cable operators. Hed-to-head competition
is rare becase the cost of buding a second
system in communt is conmdered prohib-
itive.

Psase of the 19U4 act. followed by new
FCC regulaton, however, left operators
free to set prtce beginning n 1987. Now, If
crititc have their way in Congres, locallties
would be empowered to roll back "unreason-
able" rate crease

"It doesn't take a rocket scientist to figure
out why the cable industry grew as quickly
a It did, said Gene lKmmelan legislative
director of the Consumer Pederation of
America, vehement critiUc of the industry.

"Conress sad. 'Well give you a revenue
stream that you can rase at wilL' It was a
piece of cake The government basically
aid 'Do what you want'

By some yardsticks, deregulation has been
a success Billions of dollars flowed from In-
vestors to build more new systems and
create more original programming The
number of cabe networks has Increased
from 29 to 72 in the past 10 years, and cable
service is now available to more than 90 per-
cent of the nation vs 45 percent in 1981.

Yet the question driving congressonal
acton remains: At what price?

TH m arifs TIO!N RATE
Nationwide, the General Accounting

Office said the cost of basic cable service
(excludng premium channels like Home
Box Office), rose from $11.14 to $17.34 a
month from late 1988 to mid-1991, a 58 per-
cent gain The OAO figure applies only to
basic service and does not take into account
Increases n Installation costs remote con-
trols and other services provided by a local
company.

Since the release of the OAO report last
rummer. Paul Kgn Associates Ic, a
media and communcatons research. firm In
Carmel. Califl estimated that for all of 1991
basic cable hae rates have Increased 10 percent-
about three times the general inflation rate.
The cable industry's revenue has grown
steadily through the receon. while other
media businesses hve experienced stagna-
tion or decline.

In the years sce deregulation. the rise In
local cable prces has been steady-In some
places, even spectaculr.

PFairfax County's frnchise holder. Media
Oeneral Corp of Richmond. has increased
Its monthly full-ervce pce 129 percent.
to $2.5 from $11 since 19L. The cost
of Media OGenal's limited service which
provid fewer channe. ncreed by 289
penrce. to $11 tfrom U.07.

In Montgomery Comty, the top basic
service i expeted to rise to $24.45 next
month, a 17 percent Inreae since 196;
subcribers there receive seven fewer chan-
nels now than In 198.

What cable customers get for their
monthly fees varles widely. depending on
which company provids the service For
$2595 a month, Media Oeneral's system in
Fairfax provides 79 rhanrnl

In Arlington County. the same W$295
buys 4 chanmels from Cable TV Arlington.
owned by Hauser Communication In
Chari Comw. Jaes Intcable provides
3 channels fr 29 a mnth.

Whether the incee in cable rates since
deregultion are "ex rve" Is hotly de-
bated question with economic, potical and
social overtones

Cable system executives contend that the
marketplce dequ keeps rates In
check slnc cable TV. unlike telephone.
electric, water or naturl gs service, isn't a
necemity and consumer can choose to do
without tt

Three of 10 houeholds that could receive
cable tra isons choose not to do so and
ring raes would be unlikely to lure them
into the fold. nd ry officia said.
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Some executives conceded that a few oper-

stors have overchrged cutomers But they
said price Increases are ustfied by higher
programming cost-a cable operator pays
fees based on the number of monthly sub-
scribers it serves to programmers like CNN
and EPN-as well as by additional chan-
nels and ncresed investment in plant staff
and equipment.

"What people rfai to understand Is that on
a per-channel buais we have not exper-
enced unreasonable InflatIm" aid Amos
Hostetter, chaulrmn and chief executive of
Boston-based Continental Cablevison Inc
the nation's third-largest operator of local
cable franchise.

"People want more channels and we have
given that to them. That costs mare
money."

The GAO found a more mixed picture,
however.

PAYINO MORE FOR LZa
While the average system ncreased ts

basic service from 24 to 30 channels between
198 and lit year, cosmers in some caies
are paying more for les the GAO said The
cost of the lowet-prced cable rvice rose 9
percent during the pat two yesars, while the
average number of channels on this tier, or
package of channels, decrased by one.

In a spot check. OAO auditors posing a
would-be customers found that some cable
operators don't mention that they offer a
lower-priced tier, pprently in an effort to
steer customers to more expensive packages

Noting the lck of direct compettion, Jus-
tice Department economist Robert Rubino-
ritz wrote In a study publshed last summer.

"It appears that market power has played
a significant role in the price ncreases that
have been observed."

Rubinovitz aid in an interview that the
industry "has charged more thn seems jus-
tifted based on their cost increae" ince
deregulation began.

Nevertheless, industry officils aid re-
moving their discretionary power over rates
will hamper their abilty to invest in and up-
grade their cable systems

Rate reregulation they id. might delay
or prevent operators from offering viewers
more channel better customer service and
such advances a interactive programming
and multiple chnnels of pay-per-view pro
grams, sometimes called "video on demanu

"If [Congreu] had not deegulated cable
we would not have been able to invent all
the things we have invented," aid N.J.
Nicholas Jr., co-chief executive of Time
Warner Inc, the nation' secondlargest
cable-system owner and parent of the Home
Box Office channel

"One thing that hasn't penetrated the
psyche of people in Washtngton Is that this
is one technology that America leads the
world In. ... If we let the market work, It
will."

LOCAL CAMIS TV C D LATIOI
Monthly cost for basic cable service since

price controls were lifted; companies have
exclusive areas of oper ton and do not com-
pete within counties.
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[Prom the Washington Post, Jan. 22, 19921
Comxrms' HzrAv DOmT OXs RZow FOR

EsCALATRm Cors T CowsruIrxs
Cable TV operators often say the escala-

ton In cable charges s ustfled by addition-
al channels and improved customer service
But a rarely mentioned factor in the price
spiral is debt.

Like other tndustries during the 1980s
many cable operators rolled up huge debt
loads and have passed on these costs to
their customers

Put another way, the greater the indebt-
edness of the company operating the local
cable system, the greater the likelihood for
higher rates.

The debt accumulation of many operators
Is a direct result of the passage of cable
price deregulation In 1984 The law un-
leashed a wave of buying activity among in-
vestors. who foresaw handsome returns
from cable TV systems

This buying activity drove up the prices of
systm causing companies to nnce their
purchases with ever-large amounts of bor-
rowed mooey.

From 1985 to 1989, according to two gov.
eminent studies, about half of the nation's
local cable ranchises changed hands at
least once

The nation's largest cable TV company,
Tele-Communctiom Inc of Englewood,
Colo. for example, t. carrying $9.8 billion in
long-term debt, mainly s a result of its ag-
tressive acquisition progrmn during the
1980s, when the number of subscribers it
served expanded 4 times.

To understand how debt costs cabb ub.
scribem consider a tale of two street in
Prince George's County.

Resdents of Royal Oak Circle which Is
Just south of Central Avenue, can order 63
channel for $1645 a month from their
cable company, etroVision of Prince
George's County Inc

Just a few blocks north on Millwood
Drive in a part of the county served exclu-
sively by MultiVison Cable, residents are
chagted 30 percent more fmt the same
number of channels

MultiVision is owned by a New York in-
vestment partnerUhip organtsed by Merrill
Lynch & Co, which paid $198 million to buy
the frhlee's parent company frn Prime
Cable Corp. In 198L The buyout, one of the
mot expensive In the industry at that time,
left the investors' operating unit under
severe financial strain

In 1986, before the buyout, the two com-
panes' rates were equal But MultiVision
ha since incrsed its pr well beyond
those of its neighboring cable company.
Now, every service offered by MultiVlsion,
from tntallaUon charge to the cot of pre-
mium channels such as Home Box Office. i
at least 20 percent higher than Its southern
neighbor, which has been under the same
owner since ts Inception n 192.

The pricing pattern in Prince George's
County has echoes nationwid In systems
that were sold from 1984 to 1989. subscrib-
ers paid nearly 20 peroent more for every
channel they received than customers tn
systems that were not sold, the PFederal
Communicatons Commission said In a 1990
study.

A footnote After nearly two years of rela-
tively quiet activity, the buying ad selltn
of cable systems has begun In earnest again.
Paul Kagan Aocate Inc. a arch firm,
estimates that the total value of a systems
aold In 1991 will top $8 billion compared
with $1 billion for all of 1990.--PAVL Pl3.
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One of the gret tronies of cable TV's rise

is that it couldn't have been achieved with-
out the help of its foremost rival-TV
broadcaster

Under long-standing federal policy, cable
system operators can retransmit for free the
ignals of nearby broadcast stations such as

those affiliated with ABC, CBS. NBC and
FM

Twenty or more years ago, this arrange-
ment suited local broadcast stations and the
networks in New York. Retransision of
bradmstn signals over cable simply
brought the networks more viewers since
many rural residents couldn't receive televi-
sion signals by any other means. And cable
systems had little choice but to show net-
work program becuse there wa little
original programmin made exclusively for
cable.

But bradaster-who have lot viewers,
programs and advertisers to cable-now bit-
terly complain that cable is getting a free
ride at their expense At any given time the
National Assocation of Broadcasters (NAB)
says, about twothir of tboese who subt
scribe to a cable system are actually watch-
nsg broadcast ro mmtm-everythin

from "60 Minutes" to "LA ILaw-4that the
cable operator is airing without payment to
the broadcster. Cable operator on the
other hand pay license fees to air cable net-
works such a ESPN and MTV.

This cornstoe of cabe's power i under
aulaut, however. Sen. Danel Inouye (D.
Hawaii) and Reps Dens E. krt (D-
Ohio) and Jack Flieds (R-Tex.) have spon-
sored proposals to give a locbal TV station
the right to negotiLte with the cable oper-
tor for ompensation in return for the use
of the broadcastrersr d

The National Cable Television Asocaton
ha launched advtiing campaign warn-
lng that the compenmti propoal
amounts to a 20 percent tax on subscrber
The NCTA says that local cable systems
would be likely to pam on to their bcrib-
ers any fees they are requred to pay brod-
ast station To drive hmn the point, the

trade group has placed fliers in the monthly
bills of cable sub ers.

In fact the legislation does not specify
how cable operators would have to compen-
ate broadcasters The ompenation could
be something other th cash, sch a I
Joint promoton. guarnteed chnneil posl-
tion in the abe system's lineup or any ar-
rangement agreed to by the cable oomy
and broadcaster.

The NAB calms the amount of money
trnsferred from eable to TV broadcasters
would likely be small and that this would
have no effect on what cable suberbers ult-
mately pay.

The mrue is more than a matter of ust
dolars and cents, the broadst industry
argues

Laurence A. Tisch. chairman of Br Inr.,
has warned that the spread of able televi-
sion and the continued d ne of broadcast-
ung threatnr to divide socey into "nfor-
mation have"-the who can afford the
multichannel world of cable-and "have-
nots" who must rely on free but much-re-
duced broadcast station.

A recent NAB advertising campaign com-
plained that cable oratos have ued their

rowing revenue to outbid the networks for
the rights to maor sporting or entertin-
mnPt event The NA's a rge viewers to
"save free TV' by supportin the urrent
crop of cable regulation bll

The cable utry rspnds that many of
the broadcast ndusur problemsre self-
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cered-pstlcu1lay the exene erss the
major networ especally CBS paid for
the rights to broadcast bi-eaue sportng
events and poor choices made in program-
mirn.

8till, Tisch's rhetoric ha found some sup-
port In Washington.

"Historically, the chairman of the board
and the Janitor on the floor had access to
the same information" through unlverally
available radio and TV brodast said Rep.
Edward J. Markey (D-Ma-),r chairman of
the House subcommittee on telecommunica-
tion. -That many not be the case in our
technological future ... The more exclu-
aive the audience that cable ppeals to be-
comes, the more free TC declines. the more
damaging it will be for our social fabric and
our competitivene as a naton."--PAUL
FAmL.

[Prom the Washington Post. Jan. 23, 19921
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(By Paul LPrhi)
When Robert L Johnson a Washinton

attorney and lobbyist, was trying to start a
cable TV channel aimed at black viers
beck in 1979, would-be lenders wrote him
off.

John Malone, on the other hand wrote
him a check

Malone, the chief executive of a Colorado
company called Tele-Communicatons mc.
came up with $500,000 to help launch John-
son's Black Entertainment Television, a
cable network now seen In more than 30
million homes

Sitx ear after starting BET, Johnson
called on Malone again. Th time, John-
son's District Cablevison, which had won an
Intense bidding war to provide cable service
to the District, needed money to begin
wiring the city. In exchange for 75 percent
of District Cablevison TCI put up $30 mil-
lion to get the company going

The two deals with Johnson were part of a
broad pttern of investents by Malone
over the pat two decadea n both ends of
the cable tndustry the companies that
create program and those that deliver the
rigna With such finanial engineern,

Malone has turned TCI into the world's
lgest cable TV company and ha, in the
proces, become one of the most formidable,
If little known. figures In the television bus-
ne.

Malone i also feared and resented by
some within and outside the cable businesa.
TCrs reach is so vst Its clout so powerfuL
that competitors nd critics claim that it
alone can make or break a new cable net-
work, and that t can single-hndedl hold
back the development of emerging TV tech-
nologlee, such u diect-to-ome satellite
broadcasting systemas

"John alone," said Sen. Albert lore (D-
Tenn.), "is a monopolist bent on domlnt
the television marketplas."

TCI now owns the re that bring cable
TV to 9.1 million households in 42 states
and the District. Through nvestments in
other companies. TCI hold minority inter-
ests In systems serving another 3.7 mllion-
a total of nearly one of every four homes
with cable In the United States

Aong with Its hundreds of cable systems,
aCIso has a stake In the content od cable

TV a well, through partal ownershp of
some of the moet popular channels on cable.
Cable News Network. BET. the Bethesda-
based Dcovery Channel-TCI owns a plece
of these channeis and others.

Malne personally led the cable tndustry's
$508 mUlion resue of Ted Turners Turner
Broadcasting 8ystem n 197. TCI now con-
trols 22 percent of TBS, the parent of CNN,
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and Malone hs veto powr over Turner on
any deciion that costs TI more than $2

TCI also owns the largest chain of movie
theaters In the nation through Its United
Artists Entertainment Co. subsidiary. Al-
though CI reported *a V$7 million loss for
the first nine months of 1991, It took in $2.9
billon in revenue, and this flood of cash
not the low is the measure of Its strength.
analysts say.

"When people want to do business In the
cable busines, they have to talk to John
Malone," said Johnson. "You don't have to
have John's blessing to succeed, but if
you've got It, It takes away a great deal of
risk.s

Malone. whose personal TV tastes veer
toward old movies and cience and nature
documentaries, has kept a low profile out-
side the cable busines (Both he and TCI
Chairman Bob Magness declined to be inter-
viewed for this article.)

But Just as television pioneers such as
David Sarnoff of RCA Corp. and William
Paley of CBS Inc put an indelible stamp on
an earlier communications era so is the
squre-Jawed. plain-spoken Malone leaving a
major Imprint on thi one Many of the
cable networks that exit today could not
have made It without Mlalone's vision and fi-
nancl assistance, analyts and program-
mers agree

TiO tLvus or roIW
It hs precisely because of its size, however.

that TCI generate contoversy. Now, the
complaints have reached Congres

The Senate next week Is expected to take
up debate on a comprehenfe rste-regula-
tion bill that attacks the two levers of power
that TCI and other big cable conglomerates,
like Time Warner Inc control in cable TV:
the hardware (loal cab systems) and the
oftware (the programmin).
We're in a worse stuation now than

when we had Just three bi [broadcast] net-
woruk controlling what went on TV," said
Nicholas Miller, a Washington attorney who
represents city and county governments In
disputes wtth cable companies

"Now, instead of choos nog among three
networks a viewer can only choose one
[ocal] cable operator, who gets to pIck and
choose everything that sets shown on his
system. TCI is only the scariest example of
wht has happened In the cahle industry."

The 8enae bll spoored by Sen. John
Danforth (R-Mo.), Inclde a · provision that
directs the ederal Communications Com-
mlon to limit the number of subscribers

d programming etwo that a company
can hold_ measure that seems aimed di-
reIly at TCL There an no such limits now.
but soe lawmakers beieve TCI's gatekeep-
ing power over programming needs to be
curtailed.

The congressional debate comes as a task
force of seven state ttorneys general are
probing TC!, Time W aner a seven other
big cable firms for poisble antitrust viola-
tion. The task force's inquiry-which could
soon result In a lawsuit or negotated settle-
ment-revolve round a eentral question:
Have the big eompanes broken the law by
wlthholdin prrming from compet-
tos, or by elling their programming only
under exorbitant terms? Cable's rivals in
the satelite TV and wrele" cable busti-
nems (which uses microwave nk to send
TV signals) offer anecdotal evidence in the
affirmative

TCI officials dimi citica of the compa-
ny as the predictale griping of competitors
The official say their power ha been detlb-
erstely exaggerated by rtvas in the broad-
cast business and by the telephone industry.
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which is seekng congressional actton to
permit them to enter the cable busines

"We aren't the people who alays domi-
nated TV before," said Bob Thomson. TCI's
chief in-house lobbyist and spokesman re-
ferring to the broadcast networks. We're
not n Eastern establishment-type compa-
ny. That makes an attractve taret"

TCI is fighting back with more than
words The company and ndividuals aflll-
ated with It contributed $22,000 to aores-
sdonal campaigns during 1989 and 1990. ac-
cording to the Federal Electon Commission

In recent years TCI hs been on the de-
fensive over Itr dual ownership of both cable
systems and cable networks, the conduit and
content of the business TCI and other big
"multiplksytem operators"-companies
that own the wir feeding cable TV to
many communities-ure also part owners of
CNN MTV. Dscovery and other networks.
(The Wuhington Post Co. own 52 cable
franchises through the United Stes. but
does not own any national cable networks.)

The danger of this kind of "vertical inte-
gration" is that a big cable company hs a
financial incentive to carry the channls tt
owns on ts many systems while denylng ex-
posure to channels that might compete
gainst It the PCC has oberved.
Consumer rights advocate Ralph Nader

has likened the cable indutry to a railroad
that own a coal company, a classic model
for antitrust problems

Critia cite the demands of TCL Time
Warner and other big system owners that
pressured NBC into tailoring the content of
its planned Consumer News and Busines
Channel (CNBC) in 1989. NBC agreed the
channels would not cover general news like
CNN. in which TCI. Time Warner and other
cable companies have a financial stake.

A senior TCI executive aid the cable op-
erators wanted CNBC to stick to a defined
niche so that the new channel wouldn't du-
plicate programming that TCI and others
already were carrying. But Gore charged
that TCI had kept CNBC off the air until it
could be assured CNBC wouldn't compete
with the industry-owned CNN.

"SArEoWn " ALN D

"It was a shakedown by TCL'" aid Gore, a
cosponsor of the reregulation bill "The
cable marketplace is choked to death be-
cause would-be competitors are prevented
from being in the game. Any new program-
mer who comes into the cable busiudne is
going to be coughng up a share of his com-
pany [to cable operators] as the price of
showing his wars to the public."

Indeed. few cable channels have been able
to succeed in recent years without selling
off a piece of themselves to the companies
that own the wires. Of the 12 mot widely
distributed cable channels begutn snce 1984,
all are partially owned by system ownersa
such as TCL

DUAL-OWNUSHIP aN oun
The Nader-backed Teledemocracy Project

is lobbying for an outright ban on cable
companies' ownership of programming,
step that would create the same kind of sep-
arUaton that previously prevented Holly-
wood studios from owning movie theaters
and the broadcasting networks from owning
the entertnment progruam they air.

But TCI and others in the cable industry
deny that dual-ownership i abusive. "We
certainly don't see ourselves a kin--
makers," said Jedd Palmer, TCs director of
programming "There are a variety of chan-
nels that re doing Just fine without [TCI
ownerhip].... We would be cruy. crazy. If
all we did was put on the programs we
owned. We need diverse [program] sources
to keep our subscribers happy."

The National Cable Television Asociation
argues that simultaneous owneship of pro-
gramming and cable systems t ultimately
benefical to viewers Because a company
owns its own programming, it needn't pay
high fees to Independent producers the or-
gaution ays. Thus. it can exercise gre
er control over its costs generating avings
that it says ean be pawed on to subcribers.

John Hendricks chief executive of the
Discovery Channel. points out that some
program aervices, such a his own. would
not have been able to survive without in-
vestment by system owners

Yet theme argument don't wash with
eable's compettors-lce Dan Oarer, for
example

Garner's company, Advanced Communica-
tlonr in Little Rock, Ark ls trytng to launch
a system that would transmit TV programs
from a satelllte directly to sa~ll antennas
attached to vewrs' homes or offices

Thee direct-broadcat satellite (DBS) sys-
tems, still in their developmental stag
may some day be able to deliver dcame of
channel to homes equipped with satellite
dishes the size of nner plates placin
them in direct competition with cable com-
panies. But DB8 may never develop fully.
under current circumstnces, rner be-
Leve. He said program suppliers-many
owned by cable companes-want to chuge
his company as much as 10 tlme more for
programming than a cable operator now
pays The higher prices, he said are a delib-
erte attempt to raise his overhead so high
that his service won't be price-competitive
with cable.

Officials at the National Rural Telecom-
munications Cooperative, which leages and
distributes via satellite such cable program-
ming as CNN and MTV to current bckyard-
dish owner tell a similar tal. The NRTC
maintains that it must pay four times more
for the rights to programming owned by the
cable industry than cablesytem operators
themselve pay. (Cable operators pay fee
to programmers based on the number of
subscribers in the operators' ervice area).

Program producenrs "are imply Jackin up
prices to us," aid Bob Phillips. the NRTC's
chief executve. "It's an economic protection
for their cable ystem] customers. If they
make it o expensive for ua. we won't devel-
op, we won't pose a threat" to cable.
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The cable industry explains this alleed
discrimination by pointing out the competU-
tors like DB8 have fr lower operating costs
than cable operators and thus can afford to
pay more for progrmming. But the FCC
disputes this, saying lst June that some
price disparities "are not ustified.

The FCC concluded that some cable pro-
grammers. which it did not identify, may
have violated laws gainst far trade The
commission has taken no further action

The stat attorney general Investigation
and a eprate invetigation by the Justice
Department revolve around this dispute.

The state attorneys, including those from
Maryland. California, Ohio and New York,
have focused on a new DRS service called
PrimeStar Partners which is financially
backed by TCL Time Warner. Continental
Cablevision and five other big cable compn-
nies.

In esence, according to one source close
to investigation. the task force is trying to
determine whether PrimeStr Is in fact an
attempt by the cable Industry to dominate
the DBS market and keep othera out

TCI and others deny it saying they
idmply want to provide TV service in areas

where cable TV Is not availablek
However. one invetigator. noting that the

backers of PrimeStar control 14 of the top
2 cable-programming networks. said '"The
questlon is can anybody get this program-
ming. and will enough of It be available
when a non-cable company wants to be In
the (DBS1 bustneam'

aFrom the Washington Post Jia 23, 19921
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The story of the cable industrs emer-

gence as a driving force in American media
it In many ways the story of Tele-Communl-
cation Inc

Founded in 1952 by its current chairman
and controllng ahareholder Bog Magness
the company grew up far from the tradi-
tional centers of information and commerce
n America, in ples like Memphis, Tex.

and Elko, Nev. that were located too far
from metropolitan broadcast towers to pull
in clear tmage of "Howdy Doody" and "I
Love Lucy."

Magness a former cattle rancher, mort-
gaged his house and sold his livestock to
raise money for his first cable sytem, and
then built it himself by climbing telephone
poles to string tramisson lines With his
late wife, Betsy. handuin the books, Mg-
neM brought four channels of TV to the
hinterlands for $3 a month.

Executives of TCI like to thtnk of their
company a the underdog that took on the
entrenched Eastern broadcasting establish-
ment, and won. In nterviews, TCI officials
deride the networks as bumbling and bu-
reaucratic, while portraying their company
a the lesn, driven upstart

That Image while self-serving, does encap-
wilate some of TCI's rough-hewed put,
TCI's challenge to the broadcasting giants
has been fostered by a bare-knuckles negoti-
ating style and willingness to take darlng fi-
nancial rk.

At the same time that CBS. NBC and
ABC were establishing their domlnance over
TV entertainment and newsa TCI was strug-
gling to fill the channel spae available on
ts local systems. Becuse few companies
made original programs for cable operators.
TCI went into the program busines Itself.
One of its eartiest and crudest attempts con-
aisted of a camera affixed to a clattering
news service wire, on another channel, a
camera panned back and forth among a
thermometer, a barometer and a wind
gauge. "Those were our all-news and all-
weather channels" oked Paul O'Brien. a
longtime TCI director.

TCrs chief executive, John Malone 51,
ave up a promising corporate career in New

York (he worked for AT&T. among others)
to Join M at TCI in 1972 when TCI
was still struggling for survival. Malone
hardly semed the entrepreneurial type:
The son of a General Electric Co. executive
who spent a comfortable childhood in Con-
necticut. Malone came to TCI with two un-
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dergaduate degrees from Yale, master's de-
grees from Johns Hopkins and New York
University and a doctorate in operations re-
search (a combination of math and engi-
neering) from Johns Hopklns. To this day,
people at TCI refer to him as Dr. Malone;
Magness is Just plain Bob.

The relationship between Malone and
Magness Is described by Inaiders u highly
collegal and, inevitably. as like that of a
father and son.

In the early days of their collaboration,
Magness and Malone were faced constantly
with foreclosure from anxious lenders. As a
result, they got a reputation for driving
tough bargains with the local governments
that oversaw TCI's local systems, When the
city of Vail Colo.. refused to approve TCI's
request for a rate increase, for example. TCI
cut off service one weekend and ran the
names and phone numbers of city officials
on the screen. The city eventually backed
down.

Ih 1982. officials in Jefferson City. Mo,
voted to replace TCI with another cable
company. TCI. however, was able to per-
suade official to reverse the decision. The
other company then sued, chargng that
TCI had unlawfully interfered by threaten-
ing to cut off service to customers and by
withholding franchise fees that It owed to
the city.

In testimony introduced into the court
record of the suit. a TCI executive was
quoted as threatening a city consultant
"We know where you live, where your office
is and who you owe money to.... We are
having your house watched and we are
going to use this information to destroy
you. You made a big mistake messing with
TCI. We are the largest cable company
around."

TCI now condemns the threatening state-
ments. saying they were "unauthorized."

Nevertheless, an appeals court, condemn-
ing its "excessive and intimidating conduct."
upheld a jury award of $45 million in dam-
ages against TCI in 1986. The company has
paid up.

In recent years. TCI has been criticized by
local officials around the country for pro-
viding indifferent customer service. Al-
though several officials now say TCI has im-
proved Its record considerably, customers of
its cable system In Washington may feel dif-
ferently. District Cablevision received 13,000
complaints about billing problenms missed
service appointments and poor reception
during a four-month period last year,
records show. That means one in six cus-
tomers complained in that period.

TCI also brought some unwelcome publici-
ty to Itself last June when It introduced a
new pay-movie channel called Encore. The
service generated controversy because TCI
had planned to charge cutomers for it
unless they specifically told the company
they didn't want to receive It, a marketing
method some critics labeled deceptive.
Under pressure from attorneys general in
several states, TCI changed the way It sold
Encore.

"These are entrepreneurs who built this
company despite years of unfavorable" con-
ditions. aid the chief executive of another
major cable company. who requested his
name not to be used. Said the executive,
"There is a Western. almost cowboy mental-
Ity surrounding that company."-PAUL
FARHI.

[From the Washington Post Jan. 24. 19921
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(By Paul Farhi)
Jack Jakubik's television set is a futurist's

dream. With only a few touches of a remote
control keypad. Jakubik can have his pick of
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several dozen first-run movies, exercise
video or instructional tapes- mini-video
store right In his living room.

Or. with the flick of a button he can turn
his set into a video phone. A camera and
microphone riounted on the set allow him
to see a similarly equipped caller at the
other end of the line. and vice versa. I've
been spoiled by this technology." said Jaku-
bik, a 49-year-old manufacturers' agent. "I
wouldn't want to go back to the old way."

Jakubik's home in the Southern Califor-
nia community of Cerritos is one of a hand-
ful In the nation equipped with such an ex-
perimental telecommunicatons hookup, in-
stalled by a telephone company. OTE Corp.
But his TV set is more than gee-whiz, state-
of-the-art technology.

It represents the determination of the
telephone industry to play the leading role
in the next generation of the electronic age.
one in which video programs, phone calls
electronic shopping serviceas computer data
and other Information would be brought
into and out of the home over high-capacity
"optical-fiber" transmission lines.

Because a single fiber-optic cable can
carry many times the electronic Information
contained in the typical copper telephone
line. cutomers would have video acces to
classrooms, shops and doctors. Fiber-optic
cable would put the contents of whole iU-
braries at their fingertips and make thou-
sands of movies and TV shows a mere click
away. "Tele-commuting--working or learn-
ing at home--could become common.

That, at least. Is the vision of the future
being promoted by the nation's phone com-
panies, which would like to install and con-
trol this super conduit and the billions of
dollar in revenue It may someday generate.
They have taken dead aim at replacing an-
other industry whose transmission lines al-
ready enter America's households-the
cable TV business.

For now, OTE and other phone companies
are barred by federal law from offering TV
service In area where they are the monopo-
ly providers of local phone service. But the
industry is moving closer to reallzing Its
goal In early October, a federal court
cleared away legal prohibitions that had
kept the seven giant Bell companies created
by the breakup of AT&T from owning and
marketing "information services"--every-
thing from audio horoscope to computer
dattabe-over their local phone networks.

The court effectively decided that the Bell
companies could sell everything that a fiber-
optic network would make possible, with
one exception: television programs and
other video services, the very ones the Bell
companies say they need to Justify the enor-
mous investment needed to put fiber-optic
line into homes.

Now, the Baby Bells are pushing Congress
to repeal a portion of the 1984 Cable Corn-
munications Policy Act the law that con-
tainr a provision prohibiting them from
being in the TV business

POLrTICAL BATTXZ
The race to control tomorrow's television

and telecommunications businesses h set
off a classic poltical battle in Washington.
Although some in the phone Lndustry have
begun to talk about joint ventures with
their cable counterparts the phone compa-
nies' ambitions have thus far been opposed
by virtually every media and information
lobby in Washington And none has more to
lose than the cable industry. which hu
spent billions of dollars over the pst three
decades to string copper cables past most
American homes.

"If you put the [telephone companies]
Into the TV business, there has to be sub-
stantial question how long the cable compa-
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nles would lat" said one congressma a
ledin policy maker on telecommunicatlon

issue, who ased not to be identified. "It's
highly unliltl that there ll be two wires
running down every street delivering com-
petitive video programming."

The cable industry is promoting a far dlf-
ferent vision of the future. In a piece of
video lobbying circulated to state officials,
consumer groups and some members of Con-
grem lat summer by the National Cable tel-
evision Association. former TV anchorman
Edwin Newman extols the advantage of a
'"multi-wire" world in which direct-broad-
cast TV satellltes cellulrphones, multime-
dia computer software and. not incidentally.
cable TV coexist This, Intones Newman. "is
the future the Bell companies fear most-
booming. buzzing competition."

The Bush administration has come out
strongly in favor of allowing the phone com-
panies to provide TV service. sying It would
stimulste price competition in the cable in-
dustry and speed the Installation of house-
hold fiber-optic network. The Republican-
dominated Federal Communicatons Com-
mission has also taken up consideration of a
proposal to permit phone companies to pro-
vide TV serice, but not to own the pro-
gramming Itself.

"The cable industry isn't subject to any
effective competition right now," said
Ronald Stowe" who heads Pacific Telesis
Group's Wshington office. "'hey will do a
lot better Job in terms of service and pro-
gramming tf they are subject to competi-
tion. If they knew we were coming. they
would take amazing steps to clean up their
acts."

Even If the regulatory roadblocks were
lifted, the phone companies still face the
daunting tsk of replacing their existing
copper-wire networks with fiber-optic lines
like those In Jaublk's home.

That job already underway, albeit
slowly. Local phone companles are gradual-
ly installing fiber-optic lines where copper
lines have worn out. At Its current pace, a
nationwide replacement of the cooper lines
will take another 40 years said Raymond
Smith. chief executive of Bell Atlantic Corp.
Smith believes the Job could begin in ear-
nest during the 1990s and be done by the
year 2010 if the phone industry had the
proper finncil incentives-that is the
right to sell video programming

The technology to create the new super
network ha been around for about 20 years.
Filber-optic technology can convert pictures,
voice or text into computerszed signals nd
snd them " pulses of light along tiny
strands of flexible, ultra-pure glass Fiber
cables re already widely used by the phone
Industry to tranamit phone conversations
and computer data through central lines,

By extending optical fiber into the home
and combining It with the phone companies'
sophisticated swittching systems every
household could become part of an unprece-
dented "age of knowledge" say the most
ardent believers In this technology.

A fiber-optic network "will change the
way people run their lves," said Bell Atlan-
tic's Smith. "It will give them more control
over their [work] and provide solutions for
some of their problems."

The phone companies are pinning their
hopes on a bill sponsored in the Senate by
Conrad Burns (R-Mont.) and Albert Gore
Jr. (D-Tenn.), and a sir~ bill in the House
sponsored by Reps Rick Boucher (D-Va)
and Mike Oxley (R-Ohio). that would phase
out the ban on telephone companies and
allow them to sell TV services In exchange
for building a national fiber-optic network.
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Yet several key questions surround the
phone companies' dreams:

Flrst, would the phone companies domi-
nate acceas to. and use of. their fiber-optic
network. serving as "supernor of the
compalnies that want to sell rvices over
them? The phone companies would be mar-
keting their own programs and service
after al, It's feared thi would give them
the incentive to harm copeting marketers.

The Burns-Gore bill would impose e
penaltes on phone companies that disertml-
nate against a competitor who wants a spot
on the fiber-optic network. But consr
groups are suopicimo saing that it would
take an army of bmreaucrats to make mure
any safeguards were enforced.

Second, critics ask whether it i necesary
for every home to have so vast an informa-
tion conduit, espedally ince exiting com-
munrations devices already fill some of the
most important needs Proponents say a
single fiber wire will eventually be more ef-
ficient and economial than other combina
tlons of technoloies, and new. unmgid
services will develop as the network becomes
available,. much as a shopping mail attracts
new kinds of retail stores. But the critic say
putting a fiber-optic lne into every home is
excessive, like replacing every residential
driveway with a superhighway

'The difficulty is that there mn't a clear
market for the kinds of servces people are
starting to Imagine" for fiber optics. said
Leland Johnson. a Rand Corp. economst
who has studied the Impact of fiber optcs
on consumers "Do people really want video
phones? Do they want [instantaneous]
saces to movies at 3 in the morning?

Finally. and perhaps most important, Is
the cost question: How would the phone in-
dustry finance the csat of hooking up every
home, given that the Job could cost any-
where from 00 billion to $400 billion? The
industry says permitting It to sell TV pro
grms and other video services to subscrib-
era woild "prime the pump." giving it
enough of a revenue stream to help it com-
plete the network. And, It's argued, as
equipment purchaes grow, the unit cost L
likely to decline.

Nevertheles, opponents charge that the
telephone industry would prm the bUl on to
their captive local phone custmers driving
up everyone's phone bill Although the bills
being considered In Congress would impose
severe penalties for such "cross-subides"
the cable TV asocation and other cite
recent Instances in which the Baby Bells
have used revenue from their regulated
phone business to fund other activities-tn-
eluding the cst of lobbying.

To fight the battle, the Natlonal Cable
Television Association has been building
fitful political alliances with some of its bit-
terest enemle--broadcaster consumer
groups and newspaper publishers Brod-
casters fear the phone compnies as n-
other competitor for TV ad dollars and au-
diences, as do newspaper publishers (such a
The Washington Post Co., a major cable-
system owner), who are afraid the phone in-
dustry will offer video "nespaer' and o-
phistiated electronic dedfled ads over a
fiber-optic network.

And consumer goups, which hue savged
cable operators in the pat as "price oug-
ers" have also reluctantly cast their lot with
the cable industry by opposing relaxation of
the current restrictions on the phone ida-
try. The American Association of Retired
Persons and the Consumer Federaton of
AmericL, for example endorsed the cable
TV association's video attack on the phone
industry.

The cable TV association's strategy of
laying all sides against one another Is

tricky, but sme believe it Just might work.
"It's a lot easier to block things in this town
than It is to change thing" said FC
Chairman Alfred C. Sikes

sIes Is pushing the PCC to adopt his
"video dial-tone" proposal a measure that
envision the phone companies a builders
and operators of TV-tranmlssion facilities
that could be leased by a11 comer.

While the debate rages. cable companaes
are touting their own experiments with
fiber optls By adding gnsl-squeezng digi-
tal "compresson" technology and insulling
fber-optc lines In the mlin trunks of a
cable system-thereby avoiding the huge ex-
pense of wiring every home--cable systems
in a few years could be outfitted to offer as
many as 400 or 500 channels of service
some Vy.

Tele-Communicatln Inc. (TCI). the
world's lart cable company, has an-
nounced an ambitious program to rebuild
the central portion of its aging cable sys-
tens with fiber-optic Itne that will improve
the reibility of its systems With fber
optics and compresson, TCI would like to
outfit its systems to provide -video on
demand," the instat pay-per-view movie or-
dering service that Jack Jakubik enjoys now
(a "ne" video-on-demand system fetur-
ng 56 channes of pay-per-view, was recent-

ly switched on by Time Warner Inc in
Queens N.Y, using a hybrid of fiber optic
and coaxial lines).

TCI officials have told Wall Street ans-
lysts that video-on-demnnd servics offered
by cable operators will grab as much u one-
third of the $15 billion in business now gen-
erated by video ores within seven years

Several cable companies a re rponding to
the phone industrys encroachment with a
"Pac-Ma strategy": turning around and at-
tempting to start local phone servlc
through personal communications net-
works" (PCNs).

Like cellular phone networks PCNr trans
mit converation through radio transs-
slon. but the phones would be cheaper nd
hae clearer sound than exsting cellur
phone ystema. The technology till 't
proven, but several cable ooanpesa tnclud-
ing TCI and The Washington Pot Co., hve
obtained expe ental licenses from the
FCC to se whether some of their local
cable systems c be outfitted with a sere
of antenna to create an alternatve phone
network.

PCls would complement the wire net-
works owned by the phone comparnes, said
Tmn Elliot. TCI's vice president of engineer-
tng and technology.

TCI is already in the phone businesm
through "alternative crs networks" It
has built in Denver. Chcgo and Seatle.
These netorks provide Uitted traxnmis-
sdon of voice, text and video between. my. a
group of office buildin or schools.

To become full-fledged phone-service pro-
vider however. the cable Industry will need
Coangr to repeal restrictiona that keep
cable companies out of that budne

If that happens, cable operators "will be
able to compete with the phone industry
faster thn we could compete with them,"
said Dave Bohmer, senior vice preident of
Chicao-based Cntel Corp which operates
telephone and cellular yts in several
state '"They could build [PCN] facilities
faster than we could build" local cable sys-
tems.

These technologicaL pitical and econom-
Ic factors are leadIng same observers to con-
lude that the teleco0m lcaUIoas future

belons not to the phone industry nor to
the cable industry alone. but to an allance
of both Already. the would-be adversries
are poolng resources in foreign markets
that permit the two giant industries to join

Last month, US West Inc. a regional
phone company based in Egewood. Colo..
and TCI merged their cable and phone oper-
ations in Oreat Britain. Such an approach
here, of course, is ikey to anger TV broad-
casters, newspaper pubishers and other In-
dustries that fear discrimination by a duop-
oly of phone and cable comantes.

-WT AT£L.aTIC'S UO9S
Among the most aggresve companies in

establishing cable ties has been Bell Atlan-
tic, the owner of the Washington rea's
Chesapeake & Potomac Telephone Cos.

In an expeimental joint venture with
Washington-based Benchmark Communlca-
tionsm Bell Athntic has istalled fiber-optic
main lines In Benchmark's cable system In
Loudoun County. Subcrlbers to that
system will someday be able to order pay-
per-view programs and see them almost in-
stantaneously, according to Bell Atlantic.
They also eventually will be able to watch
one channel while calling up a small image
of another channel in a portion of the

In addition, Bell Atlantic buit the cable
system in Washington and leases the wires
and hardware to District Cablevision Inc.,
the TCI-owned partnership that holds the
fanchise with the city. It Is also in a Joint
venture with TCI and Time Warner and
fellow Baby Bell Ameritech Corp. to build a
pay-television service in New Zealand.

"If you look ahead [at telecommunica-
tions] with enough vision." TCI's Elliot said.
It's fair to say we see the lines blurring" be-
tween phone and cable companies.

TELEIVISION T KNOLO or T rs
Hard Wire: Programming sent to cable

company from various somues, where it is
converted and retransmitted to subscribes
through cooper cable. Most systems offer
about 35 channels; 54 million households
subscribe.

Wlrelek-Mul tiple-Ch anne Mcrowave
Ditribution ystem Programming from
satellite is received by microwave or "wire-
less" cable company and retransmitted by
microwave beam directly to 400.000 sub-
scribes.

AID ruT UTUR

High-powered DBS-Direct Broadcast Sat-
eliej Programming Ls transmitted via high-
frequency electronic aignai directly to
homes with a low-cost receng dish or
plate lr' to 18" cross Channel capacity
uncertai.

Video Dial-Tone: Programi is sent to
home via phone company's fiber-optic tele-
phone lines which also carry telephone
calls and other data such ar computer traxm-
mitmions. Households would be connected
like current telephone networks allowing
individuals to send video images to one an-
other. Could transmit hundreds of channels
but It is not yet clear who would provide
programming under this proposed system

[Prom the Washington Pot, Jan. 24, 1992
CABLx vs. Puomw Co ramw~ THE BzccGm

WAR CREsT May WLU
In the debate over television's future. the

telephone and cable TV indurrs will field
two of the most effecttve-and richest-lob-
bles in Washington.

Measured by the szte of ts political contri-
butions. the telephone industry ranks with
the defense, tobacco and oil lobbies. Politi-
cal action committees (PACa) connected
with GTE Corp. Contel Cor.p and two
Baby Bells-US West Ic, and Pacific Tele-
sis Group-were among the 5 larest corpo
rate contributors to fede cndLdates in
198 and 1990. Collectively. thee four com-
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;'anies gave $1.2 million to candidates
iluring those years.

The seven Bell companies demonstrated
their reach in 1990 with a massive ad cam-
paign designed to stir public support for re-
moving legal restrictions that had kept the
companies from providing electronic "infor-
mation services" over their monopoly phone
lines. The restriction was eventually lifted
by a federal court in October.

The Bells count among their allies Sen.
Albert Gore Jr. (D-Tenn.). a member of the
Senate Commerce Committee. Gore re-
ceived at least $82,500 from telephone com-
pany sources during his 1988 presidential
campaign. including contribution from 0olit-
ical action groups set up by BellSouth
Corp.. Bell Atlantic Corp.. Pacific Telesis
and Nynex Corp.. according to Federal Elec-
tion Commission records.

Gore has been antagonistic toward the
cable industry, signing up as a cosponsor of
a Senate bill to reregulate many aspects of
the business including subscriber rates.
(The bill is headed for a showdown in the
Senate next week.) Gore said his political
views on the issue have been shaped in part
by the interests of constituents who receive
TV via home satellite-dish systems, a tech-
nological competitor to cable.

But cable companies have proven that
they are not political lightweights. Led by
the National Cable Television Association
(NCTA). cable TV interests have repeatedly
beaten attempts to undo the deregulatory
provisions of the Cable Communications
Policy Act of 1984. which freed cable compa-
nies to set their own rates and helped make
the industry into a $20 billion-a-year behe-
moth.

The NCTA. which says it spends $14 mil-
lion a year on lobbying, administration and
other activities. raised an addition $10 mil-
lion from its members last year for an ad-
vertising and Public-relations blitz to en-
hance its image and counter complaints
that local cable companies provide poor
service at exorbitant rates. The campaign's
slogan "Cable contributes to life."

Cable has some powerful friends on Cap-
itol Hill a well. In the fall of 1990. Sen.
Timothy E. Wirth (D-Colo.), whose state is
home to the country's largest cable compa-
ny, Tele-Communications Inc. (TCI) effec-
tively killed a bill that would have partially
reregulated the rates charged by cable
system owners. (Wirth tied up the bill while
he and Gore argued over language in a por-
tion on the legisltion.) Wirth's actions
came five months after a cable-industry
fund-raiser in Washington raised more than
$80,000 in campaign contributions for
Wlrth. who was not up for reelection.

Federal Election Commission records
show that the NCTA's PAC gave $548.000 to
153 congressional candidates in 1990,
making the organization the 20th-largest
contributor among all trade associations.
The National Association of Broadcasters.
which often opposes the cable group's politi-
cal agenda was 31Mt among the trade
groups, at S277,000 in contributionm

Wirth, who as a House member in 1984
helped write legislation that deregulated
cable rates, received $6,000 from the
NCTA's PAC in 1989 and 1990. He iaso had
received contributions from such cable in-
dustry heavyweights as Time Warner Inc,
Turner Broadcasting System Inc and
Viacom International Inc. the owner of the
MTV, Nlckel-odeon and VH-i cable chan.
nels.

TCI has been among the most aggressive
of political contributors. The corporation's
PAC and a subsidiary PAC disbursed
$171,276 to candidates for federal office in
the 1989-90 period. Top executives, such a
Chairman Bob Magnets. Presiden, John

Malone and Executive Vice President Larry
RomreUll gave another $81.90. Wirth and
Colorado's other senator, Hank Brown. a
freshman Republicanr each received
$10.000.

Wirth said the contributions he has re-
ceived from cable companies are natural"
because TCI and other major firms in the
industry are headquartered in his home
state.

"I represent the cable industry," he said.
"These are constituents of mine. They're a
major employer in Colorado. and it's my job
to represent them. I'm doing the appropri-
ate thing, Just like Mitchell represents the
fishing industry or Dole represents the corn
Industry," Wlrth said. referring to Senate
Majority Leader George Mitchell of Maine
and Minority Leader Robert Dole of
Kansas.-PAuL FRaL.

Gxows EnDOsIrc 8. 12
National AssociatIon of Broadcasters
Association of Independent StationL
Consumer Federation of America
National Consumers League.
Consumers Union.
National Religious Brocasters.
American Association of Retired Persons
National Council of Senior Citizens
International Brotherhood of Electrical

Workers.
National Association of Broadcasters.
Pood & Allied Service Trader
International Ladles' Garment Workers.
National Association of Broadcast Em-

ployees and Technicians.
Communications Workers of Anmerica.
National Rural Electric Cooperative Aso-

ciation. and Wireless Cable Association.
United Auto Workers.
Mr. GORE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Tennessee.
Mr. GORE. Mr. President, I would

like to commend my colleague, the
Senator from Missouri. on the excel-
lent statement he has just made and
on the leadership he has provided in
bringing this bill forward. I have had
the privilege to work with him for a
number of years on the Commerce
Committee and for a number of years
on this particular issue.

Indeed, this is a bipartisan bill that
is being brought to the floor. It has
been the pending committee proposal
for nearly 2 years now, and it has been
ready for floor action for 8 months
And it is bipartisan It represents a
consensus among those on the Com-
merce Committee and many others In
the Senate who have looked at this de-
veloping problem in the marketplace.

I also want to share in the senti-
ments just expressed by my colleague
with regard to this so-called substitute
that we have heard will be introduced.
It is, as Senator DsmoRTa says, not a
compromise proposal but simply an
effort to gut the bill It is not compli-
cated. There should be nobody in the
Senate in any way fooled by it. I hope
we can Just vote it down quickly and
get on with the business of passing
this legislation.

Here we are once again trying to
bring some sanity to the cable televi-
sion marketplace, and once again we
are trying to respond to the continu-
ing and Just complaints of millions of
American families who have been re-

peatedly stunned by unfair rate in-
creases, poor services. and virtually
nonexistent competition.

Where did we get the Idea in Amer-
ica that it was perfectly all right for
some giant industry to have no compe-
tition whatsoever and no regulation
whatsoever? Just point them in the di-
rection of the consumer and go sic
'enL

Should we be surprised that they
raise rates constantly as high as they
can possibly raise them? Should we be
surprised that when complaints about
poor senices come in they turn a deaf
ear and do not respond? Should we be
surprise that they have these abuses
in the marketplace such as the tenden-
cy to shakedown the makers of televi-
sion programs?

You know, the monopoly in the
cable television industry is so tight
now, it is very common for somebody
in the creative community to come up
with a new television program that It
wants to put on cable and they go to
the leaders of the industry, and the in-
dustry says, "You know, we would like
to own a little bit of your company. If
you give us some ownership in your
company, then maybe we will be will-
ing to talk to you about putting your
programming on our cable systems."

That is incredible. It is a shakedown.
But It is now routine as a way of doing
business in the cable industry. Why?
Because they have too much power.

Lord Acton is, of course. the author
of the famous comment "Power cor-
rupts, and absolute power corrupts ab-
solutely." It is true of economic power
as well as political power.

There are a lot of good people In the
cable television industry. But I do not
care how good somebody is, if you put
that person in a situation where they
have absolute power to raise rates
without any fear of competition. with-
out any fear of anybody holding them
accountable, and you leave them with
that temptation long enough, they will
be very likely to succumb to it and
start raising the rates and start the
other abuses of which so many in this
industry are now unfortunately guilty.

Well. since 1984, when the new law
was passed which took away the com-
petition, took away the potential for
competition, took away the ability of
local governments to hold these com-
panies accountable, since that time
this situation has gotten completely
out of control

As the rates have gone up, and as
the complaints have mounted, people
have asked their local officials, who
are the ones responsible for granting
the monopoly franchise, "Why, don't
you do something about it?" And the
local officials call in the city attorney,
or the county attorney, and they say.
"This is outrageous. Let's do some-
thing about it."

And do you know what the lawyers
tell them? They tell them, "Unfortu-
nately, Mr. Mayor, we used to have
the power to hold them accountable.
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but Congress took that power away
from us. We can still give a monopoly
franchise but we can't protect our citi-
zens, because Congress, in its wisdom,
took away from local governments any
ability to hold these companies ac-
countable."

We had the idea 8 years ago that
this would be a good thing to do. As
Senator DAwoaRTH said so ably a few
moments ago, nobody anticipated the
kind of situation which has since de-
veloped. But now, when these local of-
ficials look at the horror stories un-
folding in so many communities
around this country, they are getting
impatient.

They say to us, we ought to have the
right to protect our citizens. If It is a
monopoly and if there is no competi-
tion. then there has to be some way to
hold them accountable.

Mr. President, there is no way to
hold them accountable unless this bill
passes. If this bill passes, we will intro-
duce competition for cable television
companies and, pending the arrival of
competition, we will restore some abili-
ty for local governments to hold these
companies accountable. No industry in
this country should be in a situation
where it has zero competition and zero
regulation. One or the other-you pick
it. One or the other. But not an ab-
sence of either. Because that leads to
abuses.

Senator DAmprorr talked about the
dialog about potential compromise. I
was among those who worked to
achieve a last minute comnpromise on
this legislation as the Congress came
to a close in 1990. Some cable leaders
saw this train coming down the pike
and saw the wisdom in bringing the
debate to an end and worked with us
to fashion a reasonable bill to send to
the White House.

Now, as Senator DArPorT also said,
the White House threatens a veto.
And the cable industry has taken a
much more stubborn view and simply
opposes any legislation. And, of
course, the cable industry has a lot of
political power. They wield a lot of in-
fluence. And they are using every bit
of it they can muster.

For the past 4 or 5 months we have
heard repeated rumors of that so-
called alternative, the one that is
going to be introduced as a substitute
for this legislation Only now, at the
very last moment, have we been
handed a proposal by those who have
fought so long and hard aginst mean-
ingful cable legislation. We still do not
know what Is in it. It is just an excuse
to gut the bill. There is no other
meaning in it. There is no intention
whatsoever that it pass or be-well, I
should not speculate on the intention
of the sponsors I withdraw that com-
ment.

Let me say I find it hard to believe
that anybody really expects that it
will become law. It is crafted primarily
as a device for defeating this bill That
Is the way it appears to me. And onmce
we begin work in earnest on S. 12,

later this week, I believe that our col-
leagues will see this so-called aiterns-
tive for what it really s, just an effort
to undermine the real thing.

The real relief for consumers is em-
bodied in S. 12, the bill that is before
the Senate.

Let us spend Just a moment, if we
could, Mr. President, to review the
true state of affairs facing cable con-
umers. Since the committee reported

this bill last May, indeed since the
committee reported a similar bill
nearly 2 years ago, not a single event
has happened to diminish the need for
this legislation Unwarranted rate in-
creases continue unabated. Local com-
munities continue to have their hands
tied in franchise renewal negotiations
That is one of the arguments they do
not have to renew the franchise.

Under the current law, they often
have no choice but to renew the fran-
chise. 8till cable's competitors contin-
ue to be discriminated gainst. The
multisystem operators are taking over
smaller MSO's and continuing to coa-
centrate the industry, and the FCC
has taken only token action, pitifully
token action which addresses the
problems of less than a third of the
country's cable consumers and even
then in a limited way.

Some cable spokesmen have at-
tempted to dismiss all of these com-
plaints arising from all over the coun-
try as simply the noise of a few com-
petitors, a few disgruntled consumers
a few community leaders who are
overly sensitive to a few constituents.
Mr. President, this charade has not
fooled anyone.

We all know what happens when we
go back and talk to our constituents I
had an open meeting in a commnmlty
in west Tennessee 3 weeks ago. Several
people came, but one person caem for
this purpose who was especially vocal
and talked about what the cable com-
pany was doing.

I was back home this past weekend
and the same guy ran into me at an-
other event in a neighboring county
and he said, "You will never believe
this, but in the last 3 weeks since we
spoke at the townhall meeting, they
have raised the rates again,"

if anybody wonders why this legisla
tion eeps on gaining strength and
gaining supporters and building mo-
mentum, it is not complicated. The
cable industry is making converts for
this bill because the rates keep going
up and because the complaints from
consumers keep falling on deaf ears.

In any event, cable consumers are
perfectly capable of discerning the dif-
ference between public relations cam-
paigns and genuine action on rates
and service and competition.

Earlier this year, the General Ac-
counting Office updated its alarming
survey on cable rates In 1990, the
GAO reported that rates for the most
basic services, the package of channels
consumer are forced to take to even
get on a cable system, had inremed
an average of 29 percent over the

study period. But more recently, after
obtaining new information, the GAO
found that basic rates had increased
an even more dramatic 56 percent over
the past 4 years.

As some of our colleagues will re-
member, there have been particularly
outrageous examples of rate abuses in
my own home State of Tennessee
where the infamous MultiVision case
of tyrannical rate gouging is now leg-
endary in the industry and among
those who are trying to protect con-
sumers from this industry.

But it turns out that many commu-
nities controlled by cable MSO's.
multisystem operators other than
MultiVision, have also experienced un-
warranted rate practices by the local
monopoly operator.

Three of Tennessee's largest cities-
Mempphis, Nashville, and Knoxville-
are communities not covered by the
FCC's so-called effective competition
ruling last year. In these cities, rates
increased 87 percent, 98 percent, and
86 percent respectively.

What are we supposed to tell con-
sumers experiencing rate increases
like that? What are their local officials
who granted the monopoly franchise
supposed to tell them? That Congress
passed a law stripping them of any
ability to hold them accountable? And
that the cable industry is too political-
ly powerful to permit justice in rewrit-
ing that law?

I am not prepared to give people
that answer. That is why I have been
fighting these past few years to
change the law. That is why I am sup-
porting Senator DurorraH with the
proposal that is now brought by a bi-
partisan group of Senators to the floor
of the Senate this week.

And, in countless smaller communl-
ties,' city officials struggled with any
effort possible to inject some competi-
tion into the local market, so that
their constituents might be able to
afford basic cable services. In most
cases they were threatened with law-
suits, and the cable industry has a
very deep pocket. They bhad the new
competitive entrant bought out by the
incumbent monopolist. That Is very
common. Or they were told by other
cable operators that they would not
compete with a "bad actor" because
someday they might face the same
competition in situations where they
had the monopoly.

Indeed, just this morning the Wall
Street Journal reported a front page
story entitled "Cable Cabal: How
Giant TCI Uses Self-Dealing Hardball
to Dominate Market." The Wall Street
Journal reported in that story, on the
strong-arm tactics of TCIL the cable in-
dustry's biggest and most intimidating
MSO, which holds the franchise in,
among other places, a little town
called Morganton, NC.

In that instance, TCI apparently
funneled corporate money into a
group that the company organized
specifically for the purpose of guaran-
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teeing thI TCI would, In esence, be
granted a llutme monopoly franchise.
When the caumnyv's covert activities
failed. It reportedly spent $14L,000 to
rmun the mayor and an incumbent
councilman out of office. The Incum-
bents. as is the case with most local
campaigns. had only a few hundred
dollars to spend against $144,000 spent
by this cable industry giant. But the
people of Morganton were not fooled.
Both of these individuals were reelect-
ed. and now TCI has shifted its tactics
and is busy filing lawsuits to stop the
city from building its own cable net-
work.

Mr. President, I ask unanimous con-
sent that at the conclusion of my re-
marks this Wall Street Journal article
called "Cable Cabal" be printed in the
RtCORD.

The PRESIDING OFFICER (Mr.
CoNRAD). Without objection. it is so or-
dered.

(See exhibit 1.)
Mr. GORE Mr. President, this is

simply not a case of a natural monopo-
ly developing out of economic realities
in the local marketplace. No, this is a
monopoly of a different kind. This is a
legislatively created monopoly, born
out of a Government-forced compulso-
ry license to take local television pro-
grammlng for free and give it an over-
dose of anticompetitive proposals in
the 1984 Cable Act.

This monopoly is manifested in so
many cases that it is virtually impossi-
ble to keep up with alarming new rates
and service developments.

One of the industry's favorite ways
to Jack up cable rates while making it
appear that rate increases are modest
is to suddenly introduce some brand
new change. For example, they will all
of a sudden say you have to start
paying us for the converter boxes or
you have to pay us for the remote con-
trol device, or if you hook up the same
service in a second room, you have to
pay us an arm and a leg for that, or we
have some other brand new charge
that we are going to add on to the
basic charge.

Indeed, some of the most outrageoua
developments arise from the industry's
apparent determination to move as
much programming as possible to a
pay-per-view basis so that what used
to be basic programming that came
with the monthly rate, all of a sudden
anything that is especially popular
that people really want to watch is on
a pay per view basi That is the trend.
That is the direction they are heading
in at full speed. And to add insult to
consumer injury, cable operators
would render the current generation
of cable-ready televisions and VCR's
obsolete by scrambling local signals
and requiring consumers to rent a con-
verter box to receive cable signals. Try
that one on for size. The cable-ready
televisions that the industry has pro-
duced.

The industry does not like that idea
because they can make more money
by rendering the cable-ready feature
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obsolete and ch·r.in a new charge to
put a converter box on top of the
cable-ready television another new
charge.

I arm pleased that ourcolleague. Sen-
ator LEARY, has addressed this issue
and may offer a floor amendment to
specifically outlaw that practice.

But make no mistake about it. Mr.
President, if we do not act on this
floor, if we do not pas this legislation.
the abuses that I have been describing
that our constituents have been suf-
fering through are only the beginning
because, if this Industry is not held ac-
countable, they will not, of their own
initiative, show the self-discipline to
start giving the consumers a break.

If we leave them in this situation
where they have no competition and
nobody who can hold them accounta-
ble in any way shape, or form. they
will continue raising rates, continue
coming up with new gimmicks to
charge another arm and a leg and new
ways to abuse the monopoly power
that they have. Just count on It,
unless we pass this legislation.

Our colleagues are fully aware of
one recent notorious practice called re-
tiering. That is a fancy word within
the industry to discribe a recent cable
practice which surely must have
earned its industry inventor a. huge
bonus from corporate headquarters in
Denver.

Retiering works like this: First, the
cable operator who once offered a
package of basic services, including
local over-the-air free TV channels
and typically 20 or so cable services
like ESPN, ATV, USA, CNN, so on, es-
sentialy what we have all come to,
know as balsc cable for average prices
that was $17 a month-it varies widely
across the country, but that has been
the average price-but under retiering.
the cable operator, worried about po-
tential new controls on basic rate
hikes divides his current offering intoer
a package of mostly free television
channels provided by bradcasters,
provided free under law, which he
then charges people for, about $10 a
month, and calls that basic cable; obvi-
ously, a service that only a minimum
number of people want because all it
includes Is stuff that is available over
the air anyway. In some areas where
they have trouble getting a clear
signal they take those basic channels
and charge much more, whatever the
market will bear. That is the only tier
that might potentially be regulated
under the FCC rule. 80o this is how the
scheme of retiering begins

But here is the next step. The cable
operators then creates a new expnd-
ed basic package which includes the
same mostly free TV channels plus the
other 20-plus channels that his sub-
scribers really want from cable and
charges $20 essentially for the exact
same product but with a hefty in-
crease compared to what was charged
for the same thing before the retier-
ing. A little sleight of hand going on
there. A lot of sleight of hand going
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on there, taking it out of the consurn-
ers' pkets

So in a brilliant exploitati2n of mo-
nopoly pricing power and loopholes.
the cable operator has In one swift
stroke of the corporate pen avoided
what minimal regulationL the FCC
wants In the minority of places and
created a new cash-flow at the same
time.

Unless my colleagues uspect that
this scenario is simply hypothetical
talk. I would like to print in the
REcoaD an article which-also appeared
in the Wall Street Journal this one 2
weeks ago, entitled "Cable-TV Firms'
Higher-Priced 'Tiers' Brings Cries Of
Outrage From Consumers." It was
dated January 15. 1992 I ask unani-
mous consent that be printed in the
aRCoaD.

There being no objections the article
was ordered to be printed in the
RaoaR, as follows:

[From the Wall Street Journal, Jan. 15.
1992]

CABe.-TV Funss' Hiscn-Pucm ' Tuss"
Easlo Cmlrz or OumAca ]LOM COcys-Rams

(By Mark Robichaux)
Nzw Yoar.-For the nation's cable-telev-

sion operators. getting down to basis often
seems something best avoided.

Keenly aware of reregulatU threats and
new federal rules that let more cities cap
basic cable rates, cable systems have simply
redefined what "basic" supposedly means.
They have carved out a Isyer of popular
channels to form a new "tier' that costs
extra-and thus they effectively dodge the
rules aimed at curbing price ncreases for
basic cable.

The practice of "ttering" wasn't p-evalent
in late 1989. when Congreo first threatened
to impose new regulations on cable. just
three years after it had largely deregulated
the industry. But tiermg had spread to
almost 860 of all cable suaberbers by the
middle of last year. It is likely to expand
even further this year.

CONSUM coLAIrat
Consumer groups call it a shell game that

has let cable compante blithely slap on
unfair rae increasse. In the puat fte
months alone, the cable system n Los Ange-
les imposed 12% increase on its most popu-
lar package, and the system here in Man-
hattan. similar set. a t0% increase. Last
Mrch. Time Warner Inc s Brooklyn system
formed a. new Uer that included MTV and
CNN; nine months later, t.rased the charge
for the tier by 34%.

"Cash flow is the name of the game for
these companieas" says lawyer Nicholas
Millr. who represents several cties in dls-
Dutea with cable systems' "Their main con-
cern is how do we fetiurate, canfitu, divide
or slow down an attempt to regulate the

Almost ll of the nalnns biggest cable
companies now use tiering. They maintain
that it. more fairly prads the cost af vari-
ous channels among the viewers who really
want. them, that It lets them lower the price
of pared-down basic cable andreach viewers
who merely want better reception and the
low-income people who otherwise couldn't
afford cable. Criticism of tierln "ls pure
cable-bashing that is totally unjustifled."
says Richard Aurellio. president of Tnme
Warner's New York cable group.

Many cable operators, however. don't tell
customers that. a cheaper baic opton i-
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Rvallable. They simply switch customers
over to the more expensrve tiers through a
negative option" that requires subscribers

to go out of their ray to rekject the change.
In some cases customerns re penalized for
switching to the lower-priced tier by hvling
to pay an extra onetime charge.

Only a sliver of cable subscribers on tiered
systems-usually well over 1%-actually
buys the redefined narrow baic ervice
When federl nvestigators randomly called
systems and posed as customers, they found
that nine lading companles offering tier
didn't even acknowledge the existence of
the lowest-priced basic tier, accordin to a
recent report from the Oeneral Accounting
Office. (Calls by a reporter to Time Warner
systems in Manhattan and Brooklyn pro-
duced smilar results.)

"The game for cable operators is to tell
regulators that this Is a separate and op-
tional tier," says Joseph Van Eaton. a cable
lawyer for several cities. "But they're telling
subscribers that expanded tiers are part of
basic service.

Desptte cable operator' claim to the con-
trary, the price structure behind tiering
often hau ttle basis In reality, in terms of
demand for the channels and operators'
costs Por example, Time Warner's Brook-
lyn-Queens cable group prevtouly charged
$20.90 for 58 channels Last March It splilt
the dial Into 24 channels for basic ($14.95)
and a tier of 34 popular channels for an
extra $.95. Then It taked on an extra $2.05
for the second tier last month. a 34% in-
crea Yet the tier probably costs the com-
pany only $3.52 to begin with, based on an
average monthly cost of 16 cents a channel
(That average cost comes from Paul Kagan
Associate a media reearch concern: Time
Warner's cable sroup declines to discuss pe-
cific of Its channel prices.)

Charging an extra $8 for the tier is "total-
ly unJustifle" asserts Bill quadron, who
oversees New York City cable systems as the
city's · telecommunicatons commissioner.
"These companies are protecting unbellev-
ably favorable market conditions-no com-
petition and no regulation." Time Warner's
Mr. Aurello dismisses the charge as unrea-
sonable.

STAXrTL/G !qUCa INcs m c
Just four years ago, cable companies were

doing the reverse of tiering. When Congres
freed cable from rate regulation by local
governments, systems folded all channels
and rates Into one basic offering. Then they
levied startling and aggressive price in-
creases. Cable bills ahot up 61% from De-
cember 1986 to July 1991.

Cable operators aid the ump was needed
to make up for years of artifcially low
rates when local governments had refused
to grant adequate fee increase But a Jus-
tice Department report found that only
about half of the rate rise was due to higher
costs

As critictsm intensifed Congress began
weighing new regulation but got nowhere. A
bigger threat came from the Federal Com-
munlcations Commission In January 1990.
the PCC announced a proposal that would
vatly Increase the number of communities
allows to ride herd on basic cable rates

When Congress deregulated cable in 1987.
It let a handful of communities-those that
had fewer than three broadca stations in
their local markets-continue to regulate
local cable rates. The new ]PCC rule pro
posed to let towns with fewer than six sta-
tons control cable rates affecting 61% of
all cable systems and covering 34% of all
cable subscribers in the U.S.

But the PFCC didn't pass the new rule
until lst July-and by that time tiering had
taken hold. The FCC rule also had a major

loophole: It let local governments control
only basic rater

"It tends to make a mockery of the proc-
ea" says Bill Johnson deputy chief of the
mae-media bureau of the E-CC. "It's annoy-
ing to the consumer because what they
want isnt regulated by the city."

The new FCC rule gave Laredo. Texas
new authority to control local cable rate.
But in June 1990 the local cable compny.
Paragon Cable, splt its single package of 34
channels into a bus offering of 11 and a
second tier of 23 channels Subscribers who
signed up for the expended bsic tier had to
pay the system $15 each to change to the
more limited basic service.

Three months later, the system raised the
price of the second tier by 30%. from 5 to
%650. It tacked another $2 increase on one
year after that. The end result; In 15
months alter Paragon imposed the tiered
approach, Laredo subscrbern were paying
21% more for the same 34 channels ($20.50
a month, compared with $17 when the tier
was adopted in June 1990).

Paragon. a subidiary of Kblcom Inc in
Houston also lowered the price of its 11-
channel basic offering to $7.95 a month
from $12 last July, but only a m11 number
of subscribers were affected

Some cities re trying to fight the cable
companies by seeking the right to regulate
the extra tier of "expanded basic" The city
of Oillette, Wyo_, s in a court battle with
Tele-Communcitlon Inc, the nation's Iarg-
est cable operator.

In December 1989, Tele-Communlcations
retiered its channels and automatically
switched customers to the expanded service
It also began charging extra for items such
as converter boxes and cable guides. By May
1990. a customer would have had to pay
$22.20 for the same package that had cost
$16.74 five months earlier, a Jolting 33% in-
crease

Outraged, the city passed an ordinance
that set the price for basic ervice at $12.80
and set expanded basic at $13.20. Tele-Com-
municLtons refused to lower the price, and
the city filed suit In November, a federal
judge ruled that the city had the authority
to set only "bc rat" Now Gillette is
pursuing a second argument, that TCI's "ex-
panded basic" tier isn't really a distinct and
separate product from basic service. (TCI
officials declined to comment on the situa-
tion in Gillette.)

Tlering ha also triggered resentment
among newer cable channels, which fear a
loam of distribution if they are placed on
tiers with pay services.

Bills now in Congress address tiering. but
If Congres regulates every level of service,
"t will freeze the development of new pro-
gmming." contends Steve Effros, presi-
dent of the Community Antenna Television
Arsociation. a cable trade group. He sys
proposed laws aimed at tiers would put arti-
ficial price caps on channels. "We are find-
ins our price levels now." he says.

Mr. GORE. Mr. President, there is
another reason why the rates are
going up so rapidly. When you have
this monopoly situation, it is so tempt-
ing for people to get in there and take
advantage of it that some unscrupu-
lous operators have begun to use the
Junk bonds to bid up the price of the
cable television companies and take
them over.

The original operators who might
have negotiated with the community,
might even in some cases have estab-
lished good business ties with people
in the community and be subject to
some community pressure If they want

to continue being honored members of
the community, are bought out by
people who see the financial opportu-
nity that the monopoly makes possible
and they use these Junk bonds to buy
them.

The interest rate on the junk bonds
is very high. How are they going to
pay the interest on the money they
have borrowed to buy the cable system
at an inflated price? Three guesses.
Mr. President. Raise rates, No. 1. Then
raise rates again. No. 2. And then raise
rates again, No. 3.

That is so they can finance the In-
terest on the junk bonds. If they do
not raise rates, they cannot pay the in-
terest. So they raise rates. And people
complain. They say, "Too bad. There
is nothing you can do about it because
Congress, 'in its wisdom,' took away
the ability of local communities to
hold the company accountable."

We have outlawed the only potential
competition that they might face.

We have required by law that the
raw material of their basic over-the-air
programming be given to them for
free.

Pretty sweet deal if you can get it.
You can get it. Get some junk bonds,
pay the high interest rates, and raise
the cable rates to finance it. The
lesson has not been lost on many who
are buying into this industry now. But
the cable industry just cavalierly dis-
misse public concern, and that retier-
ing scheme that I mentioned a minute
ago is only one of many such schemes.

Only 2 months ago, Consumer Re-
ports, one of the most credible ana-
lysts of consumer problems, completed
and released its survey of more than
200.000 cable consumers. While the
1990 and 1991 GAO reports that I
mentioned a moment ago confirm the
issue of rate abuses, the Consumer Re-
ports survey reported alarming facts
about the quality of cable service. For
instance, 25 percent of all cable cus-
tomers are dissatisfied with their cable
service: as many as 40 percent in Chi-
cago, for instance, and there are other
examples of where the number is very
high.

Do you know what would happen in
a normal business if 25 percent of all
the customers or 45 percent of all the
customers were dissatisfied with the
service a company was providing?
They would go to the competition.
The company would know they were
about to do that, and so they would
clean up their act and they would pro-
vide better service. That is why compe-
tition works.

But since it is a monopoly, they do
not have any competition, and so they
do not care. They will claim they care.
and they will try to remain Just short
of the gag level But they want to raise
those rates, and they do not want to
spend money to hire more people to
take care of the service problems, be-
cause that is money out of the monop-
olist's pocket that he knows he does
not have to spend.
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The monopolists know there is one

thing that could happen which would
change that. If this bill passed, then
they would be held accountable. They
would have to listen to people's com-
plaints. They would have to worry
about competition-horrors. Competi-
tion. They would have to worry about
being held accountable for the lack of
service and the constant rate In-
creases.

Here is another fact from the Con-
sumer Reports survey: 35 percent of
Americans surveyed report that the
company providing them cable televi-
sion does not provide sufficient Infor-
mation about billing and service; 43
percent note that it is extremely diffi-
cult to even reach the cable company.

My constituents tell me a very
common experience is to get a bill in
the mail and have a charge on it that
is just wrong; it is outrageously high.
They naturally feel some anger, but
they think "I will call them and talk
to them about It and try to straighten
this out." Ring, ring, ring, ad nauseam;
they do not answer the telephone.
They do not care. They do not have to
care.

In August, the Justice Department
released an official report entitled
"Market Power and Price Increases for
Basic Cable Service Since Deregular
tion." The Justice Department study
reports:

At least 45 to 50 percent of the price In-
crease since deregulation is due to market
power.

We used to care about monopoly
power In this country. I know that
with some people, it has become unfa-
shionable to worry about such a thing.
But I tell you, consumers who are
paying these rate hikes are fed up.
Local officials who are getting the
brunt of the complaints from consum-
ers and who look at the law and find
out Congress has stripped away their
ability to do anything are getting fed
up. Small entrepreneurs who organize
to compete with the cable company
and who are squashed by the economic
power of the industry are getting fed
up. They are all calling on us to act
and do something about it. Are we
going to get rolled by the power of the
cable industry?

I think we have the votes to pas
this bill. I hope the President does not
veto this bill It is an election year,
last I checked. The President may be
interested in that. He may be Increas-
ingly interested in that. This Is not a
partisan battle. It is certainly not par-
tisan in the Senate. But it could have
partisan overtones, I will say in ad-
vance to the White House, if a bipartl-
san majority In the Congress passes
this and then the President of the
United States vetoes it. I do not want
It to be partisan. I would like to see it
pass in a bipartisan way.

But the White House surely ought
to understand that when the Presi-
dent goes to New Hampshire and says,
"I care about you; believe me, I care
about you. I know what tough eco-

GIESSOMAL RECORDU- - SEINATE
nomic problems you have"-I could
hear the conviction in his voice. If he
vetoes this bill, some people are are
going to remember that, and the next
time he says It, they are going to
wonder. So maybe he will have s
change of heart. I certainly hope so.

I encourage the President to pay at-
tention to the Republican Members of
this Chamber who have been out
there with the people, along with the
Democratic Members of this Chamber,
who have been fighting on the right
side of this cable issue and who have
heard the voice of the people and who
have been demonstrating that they do
care about these rate increases. Frank-
ly, given the White House efforts to
kill this legislation In the last Con-
gress and then again late last year, I
am surprised this Justice Department
report I referred to a moment ago was
allowed to see the light of day, but
here it Is, one more example of why
the Senate must pass S. 12.

Again, what the Justice Department
is saying-and remember, the Bush
Justice Department is not exactly a
haven for regulation advocates-is
that these huge cable rate increases
are not mostly due to increased costa,
not mostly due to investment in new
programming, not mostly due to serv-
Ice improvements. Rather, these rate
hikes are mostly due to cable's monop-
oly power. That is what the Bush Jus-
tice Department says after conducting
an in-depth study. Are we going to re-
spond or are we going to get rolled?

We are going to respond. Mr. Presi-
dent. That is my prediction. I hope the
White House responds, too. .

Much of the stated objection to this
bill is based on the contention that a
return to the pre-1984 days, when
every community had substantial con-
trol over rates and service, would stfle
new programming and become a regu-
latory nightmare. The fact is that this
legislation hardly represents a roll-
back to preregulation days.

Those of us who have long been in-
volved with this issue like to believe
we understand the basis for the con-
cern being expressed there, and that Is
why the bill Senator DArmRTr brings
to the floor does not turn the clock
back.

It turns the clock forward. It incon
porates the legitimate lessons of what
was going on before the 1984 act. This
is a step forward, not backward. It is
an innovative bill. There Is no manda-
tory regulation in this bi at all. In
fact, communities satisfied with their
local cable operator would be free to
continue hands-off supervision of
rates and service If that is what they
chose to do. Only- those communities
with egregious cable abuses would feel
compelled to Impose any rate regula-
tion, and premium services would be
exempted from any regulation at a-L

Is there an alternative to rate regu-
lation? Of course, there is. And we
have been talking about It here today.
A better approach is competition, com-
petition from other technologies-C-

band and new direct broadcast satel-
llte dishes, wireless cable, other cable
systems, said from the telephone com-
panies, who should be encouraged to
provide superior fiber-optic cable serv-
ices to every home in this country.

But in the case of C-band, satellite
dishes, and wireless cable programs.
distributors are often charged prices
that are many times greater than
cable. The FCC Itself has clearly
stated this fact in its finding last May.

In its report on discrimInation by
satellite carriers, the FCC made the
following statement. And, again, let
me parenthetically make the point
that this is the FCC appointed by
President Bush after carefully study-
ing this aspect of the problem. The
FCC flatly stated:

Home satelllte dish distributors are
paying much higher rites for superstation
and network station programmlng than are
other entities such as cable systems opera-
tors.

They went on to state:
* * ' the disparities and prices charged by

some satellite carriers in some caes are not
Justified by the differences in the cost of
providing service.

Chairman Sikes went on record to
say of this report:

We will provide it to Congres I think
that they will be troubled by some of the
unwarranted price dscrlmlnathon. and we'll
see what steps are tken therefter.

The Justice Department, the FCC-
what more evidence do we need to
reach a conclusion that this is an in-
dustry out of control where Its abuse
of consumers is concerned?

I say to the present occupant of the
chair, who represents a State with a
great many rural areas, as the State of
Tennessee has a great many rural
areas: When people who cannot get
cable, are far even from broadcasting
stations, invest in a satelllte dish and
the service to get the signal, they are
willing to pay a fair price set by
market pressures for the programming
that they watch. Why do the program-
mers charge satellite-dish owners
many times the rate that they charge
to cable systems? Why is that?

It is really not that complicated. The
cable industry owns the programmers
for the most part and the ones they do
not own they do their best to control,
just as they shakedown new program-
mers and force them to cough up part
of the ownership of the company
before they will even consider putting
the programming on cable systems

Woe to the programmer who has the
temerity to sell his or her signal to a
satellite dish owner at market rates.
You know what happensT The cable
industry visits them, and they say.
"We understand you have been doing
business with satellite dish owners. Is
that right?" And if they say, "Yes."
then the cable industry says, in effect.
"We are sorry to hear that You would
like to remain on our cable systems.
would you not? That Is where 90 per-
cent of your revenue comes. You know
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we have a lot of programmers who
would like to take your place on our
systems and they are not selling to the
satellite dish people at market rates.
We hope you will reconsider." And
they do. They reconsider. They raise
the rates to satellite dish owners.

They did not use to sell at all to sat-
ellite dishowners for the same reasons
until Congress put so much pressure
on them It got so embarrassing to the
industry they finally said. "We cannot
just refuse to sell it. But let us make
sure that the rates are so high that
nobody will ever be encouraged to get
a satellite dish instead of a cable
system."

That is 'abusive. Come on. Are we
going to stand here and let this kind
of abusive business practice continue
in this country and do nothing about
It just because this industry has so
much political power that it is able to
yank chains, push buttons, get its
way? We represent the people of this
country. We see a clear record of
abuse. We have documented It up one
side and down the other.

Mr. DANFORTH. Mr. President, will
the Senator yield for a question?

Mr. GORE. I am happy and proud to
yield.

Mr. DANFORTH. Mr. President, I
want to compliment the Senator from
Tennessee for putting in the RzcoRD
the front page article from the Wall
Street Journal of today. The Wall
Street Journal is not exactly an advo-
cate for big government or for exces-
sive governmental regulation. Yet, as
the Senator has pointed out, the head-
line of the article is: "Cable Cabal.
How Giant TCI Uses Self-Dealing,
Hardball To Dominate Market. Top
Officers Are Enriched as Firm Buys
Up Systems and Blocks TV Rivals.
Who Owns What in Utah?"

My question to the Senator from
Tennessee is: Does this article surprise
the Senator? Or, instead, is the kind of
abusiveness which is documented in
this lengthy article in today's Wall
Street Journal and is the kind of abu-
siveness which the Senator has so ably
described in his presentation to the
Senate, a natural result of monopoly
power? Is this not exactly what we
would expect from an unregulated mo-
nopoly? They can do anything they
please.

Mr. GORE. I say, in response to my
able colleague, that, first, I am not
surprised by the findings reported in
the Wall Street Journal today. My col-
league and I participated in a number
of hearings over the years in which
similar examples have been brought to
our attention. Some of the ones re-
ported in this story are news to me.
But the basic practices reported here
are one which have been documented
by many who have studied this Indus-
try over the years.

And, then, in response to the second
part of my colleague's question, I say,
yes, the abuses that are described are,
in my opinion, a natural and expected
consequence of sustained monopoly

power in the absence of any account-
ability, any checks, any constraints
that would otherwise hold back the
tendency to just keep on abusing the
consumers every time you need more
money.

Mr. DANFORTH. Well, the theory
of the legislation is that unregulated
monopolies are wrong. That is the
basic theory behind this' legislation.
We do not want unrgulated monopo-
lies. We would rather have competi-
tion. We would welcome competition.
The regulation under this legislation
will expire if there is effective compe-
ttion.

However, if there is no effective
competition, then we should not have
unregulated monopolies; is that not
the basic concept?

Mr. GORE. That is the basic con-
cept. And I make another point in re-
sponse to the question.

The cable industry fears competition
much more than they fear regulation.
It is interesting that the so-called sub-
stltute, the alternative designed to gut
the bill is aimed at stripping away any
measure that would foster competi-
tion.

Later, during the debate this week, I
will offer extensive statistics and evi-
dence on proram pricing activities of
cable and programmers that will show
ongoing discrimination against all of
the competing technologies, during
the debate on the Packwood-Stevens
alternative which, again, is designed
principally to gut program access pro-
tections.

I would agree with my colleague
that competition is preferable to regu-
lation, and that is why-for the same
reason we believe it is preferable, be-
cause it is more effective at protecting
the consumers, the industry fears that
even more than giving local communi-
ties some way to hold them accounta-
ble directly.

Mr. DANFORTH. There is also a
problem today with respect to vertical
integration, and with respect to the
ability of a cable television company
to either favor or disfavor a program-
mer without any restraints, and the
legislation is designed to address that
issue. Is it not?

Mr. GORE. Yes, It is. In fact. verti-
cal integration is an economic phrase
that is intended to describe a situation
I was getting at earlier when I talked
about programmers being owned by
cable companies; because in that situa-
tion, if the programmer wants to do
business with a competitor to the
cable company, then that does not
happen, because of vertical integra-
tion. The ownership gives sufficient
control to cut off the access of a com-
petitor to the programming which is
the raw material of this industry. And
It is in those areas that really the
worst abuses have occurred.

Let me give you an example: The
National Broadcasting Co.. NBC, one
of the three principal television net-
works, decided that it wanted to devel-
op a cable news channel to compete

with CNN. I happen to be a big fan of
CNN. but I am also a big fan of compe-
ttion, and if somebody wants to com-
pete with them. fine. But NBC ran
into something more powerful than
they had bargained for, because CNN
is partly owned by the cable industry
generally, and they do not want com-
petition for CNN. And so they told
NBC we do not think you ought to
compete with CNN, and If you decide
to put this new channel on the cable
systems, you may just find that none
of us will carry your new channel.
That would be a shame, would It not?

And NBC concluded, yes, that would
be a shame, so maybe we ought to
rethink this proposition. Do you know
what they did? They said: we are going
to change our proposal. We are not
going to compete with CNN. We are
going to make It a financial and con-
sumer news channel, and we promise
the cable industry that we will not
compete with the programming service
that you own. And only after making
that promisewere they allowed to get
onto the cable systems of this country.

That is an example of vertical inte-
gration that works against competi-
tion.

Mr. DANFORTH. I think one point
that really has to be underscored is
that, while much of our attention has
been focused on the abuses of the
cable companies against consumers,
the abuses have also gone against
other companies in the television in-
dustry. We are all familiar, in talking
to our constituents, about rapid in-
creases in cable rates caused by the
monopoly power of the cable compa-
ny. We also know about the cable com-
panies that do not bother to answer
the phone. We also know about dete-
riorating service.

But one of the interesting things
about today's Wall Street Journal arti-
cle is its documentation of cases of
abuse by one cable company, TCI.
against other businesses in the televi-
sion industry. There is a story, for ex-
ample, that is documented, that TCI
wanted to purchase the learning chan-
neL There was other competition for
purchase of the learning channel, so
TCI decided that the best way to pick
up the learning channel was to reduce
the value of it by simply dropping It
on TCI's cable systems

So one-third of the business of the
learning channel disappears by com-
mand of TCL The learning channel's
value goes down; the learning channel
is picked up by TCI.

This kind of abusiveness is not char-
acteristic of a competitive industry.
This is a manipulation of the market-
place. So for those who say, well, we
want market forces to operate, that is
the basic economic system we have,
not Government regulation, but
market forces. The fact of the matter
is that market forces are not operating
in the cable industry today.

Mr. GORE. Well, that is certainly
true. Before I finish my opening state-
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ment here, I did want to comment on
this last statement.

In connection with that example in-
volving CNBC, I left one detail out.
TCI, which had organized the shake-
down of NBC to force them to recon-
stitute their programming on CNBC,
TCI also said to NBC: There is one
other thing before even your new pro-
gramming will be allowed on cable. We
would like $20 million in cold, hard
cash. We have this worthless trans-
ponder company called Tempo that we
have not been able to unload on any-
body. Do you think you would like to
buy that?

They said: Yes, we have Just been
wanting to buy Tempo, and $20 mil-
lion sounds like a good, fair price, yes,
sir. And they forked over the money,
and the reconstituted programming
then went on the cable systems

Mr. President, the examples of anti-
competitive abuses that Senator DAN-
fORTH and I have Just been talklng
about have been documented in more
than a dozen hearings before the
Senate Commerce Committee alone.
The record of anticompetitive abuse
goes much. much deeper.

Last year, one of the industry's top
spokesmen was asked if cable had any
competition, and he said, paraphras-
inw. "Of course we do. For instance,
the new high-powered direct broadcast
satellites [DBSI that will compete di-
rectly with local cable." Maybe you
have heard about this new develop-
ment, Mr. President. Little bitty dishes
that you can put out on your window
ledge, 100 channels, new satellite tech-
nology, very exciting, very promising,
especially in the rural areas that do
not have a good alternative.

Well, It is a fact that the new DBS
satellite services can offer a real com-
petitive alternative to cable, but these
services will never get up and running
If they cannot get access on fair terms
to programming. And, again, that is
where this problem comes in.

If all the programs are held under
the thumbs of the cable industry and
they are told that they should not
even consider giving the programming
to these new direct broadcast satel-
lites then that new industry will never
get started. And these programming
companies are already gun shy. They
have been visited before.

Again, Mr. President, 1 am not creat-
ing a hypothetical case of cable stl-
fling potential competition. Recent in-
dustry trade press reports that the Na-
tional Association of Attorneys Gener-
al has been investigating the plans of
PrimeStar Partners, the cable MS0-
controlled DBS service that has alleg-
edly denied access to cable-owned pro-
gramming to potential competitors Is a
case in point. A lawsuit is expected.

In other words, Mr. President, you
have in this new DB8 technology, with
the little dishes, companies that in-
vested money and organized to serve
the public with new technology, all oi
a sudden find a new DBS, direct
broadcast satellite company.
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Who owns this new DBS company?
TCL ATC, Warner Cable, Cox Cable,
Viacom, Continental Cablevision--six
of the largest multisystem operators.
They get the programming, and alleg-
edly the competition that is not con-
trolled by the cable industry cannot
get the programming. They are nerv-
ous about visits, losing their business
with the cable systems

And so the cable MSO's have tire-
lessly worked to effectively shut down
competition from traditional backyard
satellite dishes. That is how I got into
this whole thing to begin with, inci-
dentally. And the deeper I looked into
it, the more I found. It is just unbe-
lievable the amount of power that this
industry has accumulated and the
ruthlessness with which they wield
that power.

Right now, they are doing their best
to shut down this legislation, because
they know It is the only thing that can
confront them with competition. But
It is not Just the satellite dishes. They
shut down competition from wireless
cable, from other local cable systems,
as well as potential DBS services.

And the cable lobby even try to
frighten cable customers by stuffing
bills with untruths about the "retrans-
mission consent" provisions of this
bill Tens of thousands of consumers
received a misleading threat from the
National Cable Television Association,
mailed by their local cable operators,
implying that the legislation would
"tax you 20 percent when you watch
the networks on cable." Many of my
constituents questioned why their
cable company was spending ratepayer
money on this phony scare tactic.

Will this legislation result in a tax?
Of course not. Blatantly misleading.

What else is left, Mr. President? Per-
haps the telephone companies? As
Garth of "Wayne's World" would say,
ONot." Do not expect It.

Because, in the 1984 Cable Act, the
cable industry was awarded an abso-
lute prohibition on any competition
from telephone companies. They have
that one taken care of.

So, Mr. President, where is the com-
petition? Where, even, Is the potential
for competition If we do not paw this
legislation? The answer is, sadly, that
cable's local monopoly is solid, protect-
ed by law in some cases, by extreme
marketplace dominance in others.

No one would blame the cable com-
panies and their financially dependent
programming services from behaving
this way-they are simply trying to
maximize profits. And if they have a
Government-protected monopoly to
boot, so much the better.

Most of these business men and
women are decent, honorable entre-
preneurs who have built a remarkably
profitably industry, one which has cre-
ated some real benefits for society.
But leave them in this situation and
they are tempted to take advantage of

fthe monopoly. And that is our fault
not theirs. We ought to recognize
what Is going on.
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Certainly, I would say the country La

better off with a lot of the exceUent
programming that has been created
Better off with CNN on the air, with
the Discovery Channel providing first-
rate programming, with C-SPAN's
gavel-to-gavel coverage of the Con-
gress. Cable has done some remark-
ably positive things. and there are
dozens of other creative program serv-
ices that might never have come to
traditional over-the-air television.

I believe It is time to give some credit
where credit is due. I think that some
of these things might not have hap-
pened if the 1984 act had not passed.
But the 1984 act went ridiculously too
far in creating the potential for the
abuses that have in fact now come to
pass.

It is our responsibility-that of the
Senate, the entire Congress, the Fed-
eral Communications Commission-to
change these laws which prevent com-
petition, to change the laws which
allow rampant discrimination against
cable's competing technologies, to
change the laws which fail to protect
consumers from the kind of price
gouging we have seen all across the
country.

At some point, the Congress must
also revisit the cable compulsory li-
cense. Both technology and the mar-
ketplace have changed radically since
1976 when the compulsory license was
adopted as a way to give cable a com-
petitive toehold alongside the more
powerful broadcasters. Now, ironically.
it Is the cable MSO's that are holding
a marketplace Sword of Damocles over
the broadcasters, cable's technological
competitors, and even over its own
programming services by invoking ex-
clusive distribution mandates.

For now, 8. 12 Is the answer.
To those cable systems which have

shown greater responsibility-and I
will be among the first to note that
there are many such cable operators
in my State and elsewhere-I would
say that they have nothing to fear In
this legislation.

To those programmers which have
chosen to open up the market for pro-
gram distribution-and there are now
a few such companies-I would say
that the program access provisions in
this bill will not restrain your ability
to do business in a responsible
manner.

But to those cable operators and
programmers who continue to gouge
consumers, who continue to stifle com-
petition at every turn-yes, this legis-
lation is going to make a difference for
you. For a change, they will have to
consider what is fair for the consumer,
and operate in a manner more respon-
sive to the community leaders who
represent those consumers.

That, Mr. President, is what I call
progresa, and that is our agenda here
with this legislation.

So, in closing, I want to urge my col-
leagues to support the. committee leg-
islation, and to soundly reject the so-
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called alterPnatfive pcke degned
only to dlie meannkul cable acUton
in this Cnves

The problems aPglng cable emn-
sumers wll not go w y on thek own

ccord. If history is any tea r. these
problems will only get wore. The time
to sct is now.

Mr. President, I yield the Boar.
S5rT I

[From the Wall Street Journal. Jan. 27.

CAaZz CXz: How Oiaf1 TCI USZs Szr-
DzALX HAnALL To DOMA I 're M§AsT

(By Johnrde L Roberts)
ExoCzwoD, CoLo.-ln many ways, Tele-

Communcatons Inc. is a classic tale of
bootstrap entrepreneurship. From a tiny
company struggg in the scrubland of
West Texas TCI has built itself into the
world's best cable-television erterprise.
One of every five Ameran cable uetrs i
wired into TCI n one way or mnothei, and
about 20% of the industry's entire r--'enue
flows to this behemoth.

To mawy of Its rivals and customers
through. TCI reprents not the best but
the wors in American bune-a monopo-

it strong-arm bully. they say. trat
queem other cable operators, denis free

commpeitiUon to programmers and flgrantly
dlsrupts the plans of rival. The ' tinglead-
er" in the "cable Cosa Notra" what Sen.
Albert Oore Jr. of Tennesee calls TCL
Contends Mel Cohen, the mayor of Morgan-
town. N.C_ where TCI operates a cable
system: '"TCI tryg to crh our city gov-
erment"

TCL which owns more than 1,000 cable
system. Is also very tghtly controlled Bob
Magne. TCI's founder and chairman. and
John C. Malone, its chief executive, built
and dominated the company In part
through Internal ael-dealing an vestiga-
tlon by The Wall Street Journal show. In
one case, the two sold to TCI a aou of
Utah cable systems the ompany apparently
already owned.

or7c coWaL
Their stock tranactio ften only par-

tally disclosed in federal fingl and usually
unavailable to other shareholders-may or
may not have violated ecurities laws the
law prohibits corporaons from withholding
important informatton from shareholders.
But the objective of the deal appears
clear. Through these and other tranc-
tion., the two men built one of the most in-
fluential and feared companie in the televi-
sion Industry, and granted themslves effec-
tive control over It. Many contend that con
sumers ultimately paid the price, TCI
worked to squelch competition in the cable
industry.

TCI emphatically denis engag in any
questionable transactions with its top two
officers, or anyone ele for that matter. Any
suggestion that "when we paid Magness and
Malone share we were payin them for
amets we already owned s false" a spokes-
man says. He caution, however, that the
denials and elaborations are based on the
"collectlve recollection" of TCI executives
and that he ddn't consult Mess. Magnes
and Malne, who declined to be nterviewed
specifially about the tranctios. urther.
the company mas It , unale to retrieve
recors from storage tbat bear on the inter-
nal stock dealin

The spokesman sas alletions the com-
pany Is a bully In the mmke are aso tbae
He says TC1 hst tries to offer the best rerv-
ce at the best powtble pee, amid rmang

comrrpetitn

Lr his part Mr. Makl does my in an
Interview that. In eneral. Tcr traac-
tton with its top ffidIas are merely a way
of supplementn salari and teaching top
hbrs about dlffent aspects of the cable
busines. "TIC has e of the lowest, If not
the lowest, salary structures in corporate
America," he sid. The deals have "allowed
us to bund wealth eer time."

Mes. Marns d Malone are paid a
bit under $50000 a ear each and control a
Cmlsnid M% of shareholder vot in TCL
When TCI spum vff oe adsets into a com-
pany clled Iberty Media Corp.-- move de-
tgned to anwer charge that TCI had

become too domnant-the two executives
quickly acquired b6% of the voting shares of
that company. too. The market value of
their combined holdings I neary $700 mil-

The ccumhulation of that wealth and the
sheer girth of IXCI wil undoubtedly draw
the interest of the US Senrte this week, as
lawmakers begin debtUng whether the
cble ndty hs become monopolstic and
whether addtional reultion Is needed.
TCI and berty Medl operate in 48 tates
and dwarf their next-largt rival. Time
Warner Inc. TC ualone enerates cash fbw
of $1.7 billion a year-nme than ABC, CBS,
NBC and the lox network ombned
Annual revenue approachs $4 biln TCI
and Lbewty om satkes in four of the top
10 cable channels and hae an interet In
nine of the top 25, includng Cable News
Network Turner B rEadcasting Syste
Turner Network Television. the Discovery
Channel and Back Entertainment Televi-
sion.

The company crtt y TCrTs vertical
Integrati ownerhip of both the locl
cable systems and the ehannela that provide
Proammnding or thoe ystems--give It
unfair power and is one of the best argu-
ments for greater regulation of the ndus-
try. The company's outside shareholders,
however, couldn't be happier. A dollar in-
vested in TCI stock in the mld-1970s i
worth more than $800 now. TCI ha '"given
us a treaesdou return" ys Keith Hart-
man with Astiated Communications
Corp, an itestment company in Pitts-
burgh Aociated's $7 million nvestment in
TCI in 1979 has swelled to well over $300
million. If TCI were sold today It would
probably fetch at least $15 billion.

No shareholder has benefited more than
Bob Magnesa, ciar-homptng, rough-
hewn rancher who started TCI with the
purchase of a single system in Memphis
Texas At age 68 he is worth over $500 mil-
lion. For all his wealth, Mr. Maness es-
chews the life style of the rich and famous.
For two decades he ha lived In a modest
ranch house atop a plateau overlooking
Denver. "You go to his house for dinner and
everyone takes hi ahoer off, more or less,"
nys Rudy Wundertch, a friend. The cable
magate has been known to shift a cigar to
a corner of his mouth. retn it there while
eating a T-bone steak "He ain't very happy
in a tuxedo," another friend says.

These days Mr. Magness spends little
time on TCI'a day-to-day affalra He raies
horses and collects Western art, passions he
pursued with his firt wife and business
partner. Betsy. She died in 1985, and he ha
since remarred

He formed his cable company n 1956. As
lore ha it, Mr. Magnes a abshort and rugged
Oklahoman. sold e ctte for funds to
buy the franchise in Texas. (A franchie is
the right to build and operate a cable
system. and ts btuly awarded by local au-
thorities) Prom there, he and Betsy began
cobectiae able systems in Montan
Nevada Colorado and Ulh

By the mid-1960s Mr. Magnes needed
backers. He found two in gat Lake City-
the Oallivn family, which owns the local
nespaper, 8at lke City Tribune. and the
Hatch family, owners of local television sta-
tion KUIV. (The family isn't related to that
of 8en. Orrin Hatch)

The investment by the Hatch family
would prove problematic yean later, when
the federal goernment brred "crs-own-
ership" of local TV statios and cable ayr-
tean In the ame oommunity. But with the
families' help, Mr. Maagem incorporated
TCI in 1961 and took it public in 1970.

By 1973. though, TCI wa flirting with
bankruptcy: Mr. Magness It seemed, lacked
the skill to build and manage TCI as a
modern enterprise. o0 he turned to Mr.
Maloe,. a young Connecticut native and
Yale-educated financial virtuoso who was
then the president of a TCI supplier.

Shoraty after taking over an TCrs presi-
dent, Mr. Malone snmtoned TCI'as mpa-
tient lenders to a meeting the story goes.

nd gave them an ultimtum: either back
off or take over the company. The lenders
backed off, and TCI was able to refinance.
Its qut for expanson resumed, fueled by
mountains of new debt.

Today, Mr. Malone, age s0. is cable's most
viale and formidable figure. He crafted the
industry's $560 millin rescue of Ted Turn-
er's debt-laden buinea in 1987. which en-
abled TCI to gradally take a 25% stake in
Turner Broadcasting System Inc

Yet for all of his Influee. the soft-
spoken. Mr. Malone remains a stranger to
many in the field. Says cable broker Bill
Danieh, who shares a skybox atop Denver's
Mile High Stadium with Mr. Malone: "1 Just
don't know anyone close to htim"

Mr. Malone, who holds two master's de-
grees and a octorate in operations re-
earch, has served as TCI's strategic thinker

and financial alchemist deftly managing
the company as a portfolio of cable asets
and buying. shifting, marrying and decou-
pling them tn ways that boosted their value.
More than ny other Industry executive.
Mr. Malone pulled the financial community
onto the able bandwagon, getting Wall

tnreet to focus on the business's surging
cubsh flow.

But that higher profile had a downside: It
Increased the chances that TCI might
become a target of corporate raiders.

That risk grew in 19 as Salt Lake City's
Hatch family prepared to ell off its sizable
stake In IC to comply with tle ban on
cross-ownei. "With the Hatches gone.
[Mr. Malone] felt the company was more
vulnerable," ys James Hoak Jr, a former
executive at Heritage Media. a TCI-owned
group of cable systems.

What to do? TCI started to address the
problem (n 1979 by creating a new class of
stock. Cla B share that had 10-to-l
voting power over the more widely held
Clam A share Now TCI had only to find a
way to get the bulk of the Clam B shares
into friendly handsr-uch a those of
Messr Magness and Malone.

Thus began a series of transactions so
complex they almost seemed designed to be-
fuddle. Frst. the Hatch family's TCI stake
ms acquired by an investment concern
called Tele-Communrcattons Investment
Inc which after the transaction controlled
24% of TCI Class B voting stock and 43% of
the weaker Clam A shares. Through a previ-
ous transaction TCI owned half of that in-
vestment company. so Trs management
thus controlled half of the investment com-
pay's vote But TCI manement appar-
ently wa looking for a way to gain an even
tighter grip on TCL
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Mers Magnesn and Malone embarked on

a bout of labyrinthine self-dealings that ul-
timately would have TCI pay them a huge
chunk of the super-voting shares In one
case. the dealings involved four separate
companies with almost the exact same
name-two owned by Mesars Magness and
Malone. two owned by TCI--and the swap-
ping of Utah cable franchises and systems
among them.

BACK AMD FORTH

Acting through small subsidiaries TCI
first bought up franchises around Salt Lake
City. Then TCI transferred the franchise--
It Isn't exactly clear how-to separate Mag-
ness and Malone companies with almost the
same names as the TCI units. Later. TCI
bought the Magness and Malone entities-
even though TCI had owned some of the
franchises in the first place.

The price: nearly one million of the super-
voting Class B shares, which TCI paid to
Messrs. Magness and Malone over five
years The stock, amounting to 13% of all
shareholder votes by early 1991 and worth
about $140 million at the time, essentially
gave the two top executives enough voting
power, when added to their existing stakea,
to block any move they didn't like.

Records don't make It clear, but It appears
the transactons could have gone one of at
least two ways Mess Magness and Malone
paid only a small sum for TCrs Utah frln-
chises and sold them back at a huge profit;
or the pair received the franchises free and
sold them back to the company. Either way,
the transfers weren't disclosed to the Secu-
rities and Exchange Commission

What is known about the transactions is
this

The deals began in 1979. Because of the
crosownership ban and because the Hatch
family stake in TCI hadn't yet been sold,
TCI couldn't pursue any new cable systems
In the Salt Lake City market, the company
said in public fings. TCI nonetheless
wanted the unawarded Utah franchises in
"friendly hnds." Mr. Malone recalled In an
interview.

So the TCI board urged Mers. Mgnes
and Malone to form their own private com-
pany to pursue the Utah franchise with
the idea that TCI would ultimately buy the
properties from the executives They and
their Immediate kn et up a new entity:
Community Cable of Utah Inc

APmYUnG Fa RA CIS
TCL it turns out, had a subsidiary that

used that same name as a trade name.
Through last subsidiary, and despite the
ban on cros-ownerahip, TCI had already
applied for and received quite a few Utah
cable franchises government records show.

For example, in 1979 the towns of Spanish
Fork. Sandy. 8alem. and Payson City all
awarded franchises to a TCI subsidiary
known as Community Cable of Utah InL
But this Community Cable of Utah, records
show, was registered n NevdL The Mag-
ness and Malone-owned Community Cable
was Incorporated in Utah and was, legally. a
separate and unrelated entity.

All of these franchises, however, would
end up belonging to Messrs. Magnes and
Malone. Records don't make clear how this
happened.

In February 1981, after the Hatch family
stake in TCI had been sold, TCI acquired
Messrs. Magnese and Malone's Community
Cable of Utah, paying them and their
family members 360,000 Clam B shares of
TCL The company's asets, listed in disclo-
sure documents, included at least one of the
very same franchises and the system built
under t-Sandy-that TCI's Community
Cable unit had acquired a few years earlier.
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The assets also included 260.00 shares of
Class A stocL

TCI executives give contradictory ac-
counts of how TCrs Sandy franchise ended
up as the property of Messrs. Magness and
Malone. First, Bernard Schotters, a TCI
spokesman, said the franchise had belonged
to the two executives to begin with, but that
Sandy officials insisted on nsmlng the TCI
subsidiary as the official owner.

Then, he and another spokesman, Robert
Thomson. revised the explanation to say
that TCL Indeed. had first owned the Sandy
franchise. but had "asigned It to another
Magness and Malone entity. Community
Television of Utah. In return, Messrs Mag-
ness and Malone "paid" TCI by granting
TCI the right of first refusal to buy the
Sandy property back.

But local records show that Community
Televislion of Utah Isn't owned by Mesra
Magneas and Malone-it is yet another unit
of TCL The various explantions, moreover.
contradict a filing TCI made with Sandy of-
ficials in the late 1980s In It, TCI said It
had received the 8andy franchise bck in
1979, when TCI was telling shareholders
that It was federally barred from doing so
because of the crossover restrictions Today.
in explaining Its pat ctions. TCI says it
wa wrong to tell shareholdea that It
couldn't own a franchise; in fact TCI says
it was permitted to seek a franchise, but not
to own and operate the cable system built
under the franchise.

TCI and Its two top officers and their fam-
Illes who now were flush with the addition-
al 360,000 Class B shares. then repeated the
self-dealing. What they gained again, was
greater control of TCI itself. Here's how it
worked:

In selling their Community Cable to TCL
the two men held back five cable systems
covering 12,000 homes in central Utah. TCI
never Identified the specific systems in
public filings But records indicate they
were the franchises that had been grrnted
to TCrs Community Cable of Utah through
a 100%-owned TCI unit. In any case Mesrs.
Magness and Malone now owned them and
shifted them into yet another new entity
with the same name, TCIV sa today. This
version of Community Cable of Utah was
registered in Colorado.

In April 1983, they exchanged the five sys-
tems for a 21% stake In a new TCI compny
formed to make acquisitions TCI valued the
assets of their Commmunty Cable of Utah at
83.8 million. The acquistion company,
meanwhile, went on to buy another cable
system

In December 1985, TCI bought out the
two men's stake in the acquisition company.
-The price 600,000 shares of Clas B stock in
TC1, worth almost $23 million. On the same
day. TCI paid them another 50,000 Clam B
shares valued at $1.9 million, to cquire an-
other 21% stake the two men had in yet an-
other TCI entity, which had purchased a
cable system in Buffalo, N.Y. That 21%
stake had cost the two Just $210.000 only a
year earler. according to TCI proxy state-
ments.

TCrs two spokesmen, Messrs. Thomson
and Schotters provide contradictory expla-
nations for the turn of events

First Mr. 8chotters said TCI Itself ob-
talned most of the live Utah franchises in
question-despite TCI's earlier claim In
proxy statements, tht It wan't allowed to
do s He said TCL It turns out, was allowed
to seek franchises-It Just couldn't build and
own the systems, Messrs Magness and
Malone did the building outside of the TCI
corporate umbrella with TCI finncing he
said. But he added that TCI isn't sure
whether It ever tranm erred ownership of
the systems to the two men.
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Later. the TCI spokesmen said the Mag-

ness and Malone company had been award-
ed at least two of the franchises involved by
Utah authorities But local records show all
five Utah franchises were dlrectly awarded
to TCI's subsidiary. TCI can't explain
whether It transferred the rights to Its top
two executives-or when, or for what price.

Combined and adjusted for stock splits.
the more than one million Class B shares
that TCI paid Mesrs. Magnes and Malone
over the years became 10S million Class B
shares a of January 1991-before Liberty
Media was spun off-with almost 8140 mil-
lion and equal to about 13% of all TCI
shareholder votes

Today the Magness and Malone combined
holdings give the two veto power over any
decisions at both TCI and Liberty Media
thanks in part also to substantial payment
of Class B shares they've received under
their employment contracts

PIATYI3G TOUGH
As the two men built their empire, leaving

behind this. maze of dealings they were
slowly developing a reputation for hardball
tactics with local governments and rivals.
Six years ago, for example. TCI began
waging war on Morganton, N.C, population
28,000.

The battle was over the company's cable
franchise In Morganton, which was expiring
and which the town council decided not to
renew. Service was atrocious" Mayor Mel
Cohen charges today, and the town began
studying whether to build its own cable
system.

TCI argued that government ownership
would be illegal and countered by suing
Morganton, sidng l3 million in damanges
The town won, but TCI has been appealing
the decision ever since, continuing to collect
$13 million a year in local cable revenues
At one point. TCI offered to sell the system
to a buyer group. But the town balked after
learning one of the buyers was partly owned
by TCL

Then last year. TCI hired a lobbying firm
that formed "Citizens Opposed to City-
owned Cable." The group gathered petition
idgnatures to force a vote by citizens on

whether the cable system should be owned
privately or by the government. Morganton
officials contend there was a atch: The pe-
tition included a mesure-drafted by TCI-
that would have virtually guaranteed TCI a
lifetime franchise if the vote was In favor of
private enterprise. The local board of elec-
tions rejected it, and another court battle
was on.

Undeterred TCI targeted Mayor Cohen
and an incumbent town councilman for
defeat In elections lst Oct. 8, the mayor
says. The TCI-funded citizen group ran as
many a three newspaper ads a day in the
three weeks preceding the election One pic-
tured two burds sitting on an electric line
and resd "Morganton politiciam re sitting
high on the perch."

wvWINmG TnE Ico

All told. TCI spent about $144.000 on the
ampaign-dwarfing the $400 to 600 the In-
cumbents say they each spent to get re-
elected. In the end, the mayor and the coun-
cilman both were re-elected

TCrs Mr. Thomson generally confirms
the events n Morgnton but says he ex-
pects the two sides to settle the dispute.
"We antcipate calmer heads will prevail"
hesays

TCI ha played a similar form of hardball
with its rivals Its source of power lies in the
fact that the sheer size of Its systems can
make or break a new channel-and keep a
rival channel from reaching mny American
households That sie also gives it enormous
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leverage t demanding w pr ces m In
dependent channe.

The company' move Into programmni
began in earest n 1979 when It nvested
$1800 in a start4p caled Blck Enter-
talnment Television. Prom the mld-198is
on, TCI acrulred stakes of % to 50% in
American Movie Classha, the Di ery
Channel the Pamily Channel, and Turner
Broadasng and ts three cable outlets,
Cable News Network, Turner Network Tele-
vision and Superstatio TBE

Critics ayTCI displayed ts power last
year when it fought to win control of the
Learning Channrel, an award-winning edca-
tional channel that was 1%.oav d by trou-
bled Pinancial New Netwo Inc

FNN was bound or bankruptcycourt pro-
ceedig and it put the Learning Channel
up for le. Seversl bdders em ed. lnclud-
Ing the Public Broadcasting System the
Lifetime cable channel--and Discovery
Channel, 49%-owned by TCL

Initially, analysts estimated the eanlng
Charnel might be worth $0 million or
more. But as FN's woes worsned, offers
dpped. Lifetime offered $40 milon. out-
bidding TCIs Discovery. and began negotU-
atn a final deal Then TCI elbowed tn.
TCIs Mr. Malone suddenly decided that the
earning Channel had declined in quality.

and he ordered lol cable systems-
which aceumted for as many a one-hird of
the chanuers total subscrtber--to dump
the serioe.

That, of course, made the earning Chan-
nel a les ttractive property to the bidders
at lifetime, which Is owned by Capital
CitUes/ABC Inc, Vlacom Inc. and Hearst
Corp. Executves from Hearst and ABC de-
scended on Mr. Malone in Denver and
pleaded with him to keep the learung
Channel on TCI systems acording to offi-
cahs with Lifettme. They outlined plta to
Improve the channel and pledged to freeze
the rate paid by TCI systems for the chan-
nel for two yeas.

BuIt Mr. Malone said TCI couldn't promise
it would carry the redone channel if the sale
went through. accoding to people familiar
with the meeting. Today Mr. Malone says
he had won-ried that a bankruptcy judge
might force TCI to continue carrying the
channel. He also mya that In his opinion
lifetime's revival plam werent fi "We
wanted to put them on notice that we have
n obligaton to carry" the chmnnel he says.
He also said TCI was concerned that the
Learnin Channel would rase ts rtes after
it was acquired by Lifetime.

Lifetime soon abandoned Its bid. A short-
time later. the earning Channel got an
other buyer-TCrs Disoevery Channel
which snapped up the Larnng Channel for
$31 million After makng some progrm
ming chances TCI decided t was fine alter
all, keeping it on many. thouh not all TCI
systems TCrs chief operatg offer J.C.
Sparkman, say that TCI "had nothing to
do with whether Lifetime or Discovery"' c-
quired the Learning Chanel nd that TCI
did nothing untoward during the bldding.

GQXoG OpW T H]E
Another rval hs also complned about

TCI's tensive control over both the
medium and the m Home Shopping
Network's chi executvea Roy M. Speer,
charged I ttnamyr to coogreminil sb-
committees at year that T( atatA-
calY refuses" to carry Hnme bng on
TCI systems because of Its own sitabie state
In a rtl chnnel. QVC. bert soaw holds
the QVC stat.)

Home 8hoppIng a ased to sig up ly
3.7% of TCI's subscriber bare., its
ig-up rate was 47% or mot other top
ca seratea the svhmid In a 190o

flg vwith te ederal C
Commission. Home Shopping said TCI was
thus depriving It of hundreds f milons of
dollars n revenue and was incresn tts
costs

Mr. Speer declined to be interviewed. But
in his testimony he detailed years of alleged
discrIminato by TCL TCrI Engewood
Coloe system once told Home Shopping It
couldn't carry the network because tt com-
petes with QVC. Mr. 8peer said. In 1988
TCI directed two systems t had acquired In
PIao County. FP to canmel HEme 8hop
ping and repe It with QVC, he said In
April 1990, ITCs top Californa manager
told Home Shoppin there was "no a his
yste could carry it given that TCI had a

stake in QVC. Mr. Speer chared.
TCI denies it discriminates agart Home

Shopping but declines to comment further.
In a letter last summer to 8e Daniel K.
Inopuye of Hawaii. TCI said it believes it is
Home Shoppn largestt carrier, accounting
for oe-quaer of Home Shoppng's view.
erz

The fortunes of QVC, eanwhe, are
soaring. While Be hopping Netwrk
posted a n i millioan Is on one4me
charges tn its mot reent fical year. QVC
reported albost 5 mnlion in profit tn the
first half on 91 mmillion n sae, which
were up ahnmost 22

If TCI can be hard on rivals ft ometime
is no more gentle with consumer last
summer it launched Encore, a low-priced
movie channeL using the "negaUve
optlion"-seubcrbers all had to pay extra for
tt unless they explicitly told TCI they didn't
want it. The company figured that putting
the burden on customers to say no promised
to corral 80% of TCI households for Encore.
It also says it had to use the strategy be-
cause of technical linmtations in many of its
cable syse . A Texas newspaper called the
strategy "sneaky, others said It wu anti-
consuer. and a Judge halted it. At least 10
states sued. and TCI had to abandon the
gimmick nationwitde.

But the etback ws something of an ex-
ception. Usually TCI gets Its way. In 1985,
for examnle, when General Electric Co.'s
NBC network set plans for n all-news cable
channel, officials assumed It "couldn't
happen without TCL' recalls Lawrence K.

roCsman president of NBC News at the
time But in the end. TCI merely played
NBC off pagainst CNN, whose programming
the cable company was alredy carrying. Ac-
cording to Mr. Oronsman TCI used a pro-
posed Illance with NBC to get price breaks
from CNN. and then backed away from the
NBC proposaL

Several ears later. NBC tried agin. By
this time, TCI had taken a stake in Turner
Broadasting. To win TCI's support. NBC
promised that its new channel. CNBC.
would focu on b-uinm and fnance instead
of running an all-lnew format that would
compete with Cable News Network. say
people familir with the transaction NBC
also agreed to pay TCI 20 million for a
fledgling TCI channel called Tempo. Sen.

ore. in a 1969 Senate hearing on media
ownershlp. called that payment a "shake-
down" by TCL

NBC Chauan Robert Wright and TCI
scoffed at the ahakdow a lleation and
TCI denied it had fored NBC to avoid am-
pet awith CNN. But Mr. Wrtght testified
that m t cable copanie "required f you
will' a non-compete pwvlin and said It
"wam't ex Y what we would hawe pre-
fenrrd." TC ad C have since oined in

ertal businesas ventures.
Afraid that =s dual role n owning

cable systems a channels would wtipt

the federal governent to try to break up
the campnny. Messr. Magness and Malone
conceived a plan that would appear to do
just that-while etting them retain total
control of the empire

Iast year TCI un off $805 million of
asets in the form of a new company. Liber-
ty, and sold Liberty to TCI sharehoiders by
iving them the option of swapping some of

their TCI shares for shares in the new com-
pany. But TCI set up iberty as a second
vertically Integrated company with cable
systems of Its own.

What's mom LIberty purports to be an In-
dependent company. but it employs mostly
TCI people, has Mr. Malone s Its chairman.
and has five TCI executives on Its board of
six directors

'This so-called spinoff should be renamed
'All in the Family.'" said a critical staff
report to the Senate Commerce Committee

Liberty shares have more than tripled in
price from an original $230 to $770 a share
In less than a year of trading. The swift rise
has some analysts wandering whether the
apprecaton s warrnted. "It Is ridlculously
overvalued." contends Frederick A. Moran.
president of Moran Asset Management Inc..
a money management company. He recently
advised clUents to dump Liberty share.

Messrs. Magn ad Malone own 56% of
Llberty's sharehoder votes and were able to
grb such a dominant stake becaue many
other shareholders in TCI didn't elect to
participate in the swap.

mam' niO IMMLUECE

Under Mr. Malone' control, Liberty has
been especially generous to him; he owns
164,000 shares worth $126 million Records
show he obtained 100.000 Liberty shares
through opttons in lieu of salary in one fell
swoop, even though his contract at the time
limited him to ,00o shares a year for the
next five years. In October. Llberty direc-
tors let Mr. Malone exercise all of the op-
tions at once.

Exercising the option cost Mr. Malone
$25.6 million but he had to put up only
$100,000 In cash according to Liberty fill-
ings with the SEC. Moreover. Mr. Malone
raised the money by selling part of his per-
sonal stake in Ifberty' QVC channel back
to Liberty. He gave the company a $25.5 mil-
lion note for the rest of the stock. with a
low annual tnterest rate of 7.54%. Mr.
Malone later paid off part of the debt by
giving Liberty some of his TCI stock

To lessen their risk when Liberty was
spun off. Messs. Magness and Malone
structured the deal to Insulate themselves
from any losse even If It meant damaging
Liberty itself. Under tbe terms they set-
which werent available to liberty's outside
shareholders-Liberty must arrange the
purchase of stakes held by the two execu-
tives and the Galllvan family. the early TCI
becker, at guaranteed price if these share-
holders are ever forced by regulators to
divest. The guaranteed prce Is an average
of the stock's prce over a specific trading
period.

"The actionsn Liberty] may be required to
take in order to satfy such obllgations...
could have an adverse effect on the compa-
ny's busmlan fancial condition and pros-
pects," the company warned In SEC filings

Mr. WIRTH addressed the Chair.
The PRESIDING OFFICER. The

Senator from Colorado.
Mr. WIRTE Thank you very much.

Mr. President.
I had not Intended to speak today. I

thought that ths ws aort of an open-
ing day of debate, and that we were
going to get nto this more severely
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after the final votes on the education
bill tomorrow which has corsumed a
lot of people's time.

But I found myself compelled, sit-
ting in the chair earlier, and also li-
tening to some of this debate, when
certain language is used and certain
accusations are made, that I think we
ought to look at this issue perhaps as
a starter a little more rationally.

Let me Just quote some of the lan-
guage that has been used. "Getting
rolled." .gag," "monopoles." 'shake-
down," .ringleader." "Cosa Nostra~
Last I noticed. Mr. Prestdcnt, the Cosa
Nostra was out dealing death to a lot
of individuals, assassinating people.

It seems to me, Mr. President, that if
we are going to discuss an important
public policy issue, it is important for
us at least to start with a modicum of
control in the rhetoric that is floating
around this important issue.

Having said that, Mr. President, I
would like to point out my own con
cerns and interests in the cable indus-
try which have been long standing. In
1975. I had my first exposure to the
cable community in a loft in Denver.

Some people asked me to come up
there and talk about the pole attach-
ment bill That had nothing to do with
the Warsaw Pact or Central Europe or
changes in the nature of the Commu-
nist system, but, rather, It was legisla-
tion which pointed out for the first
time some of the problems the cable
industry was encountering.

The communications industry. Mr.
President. has historically been one of
the In's keeping the out's out. I will
talk some more about this later. But
the legislation which was being dis-
cussed, first in 1975 related to pole at-
tachments. was legislation to try to
make sure that the telephone indus-
try, which was doing everything tt
could do to box out the cable televi-
sion industry was, in fact, controlled.
And we were able to do that in legtsla-
tlon which I successfully offered in
the late 1970's, the pole attachment
bill, which was the first time, I think,
that the cable industry saw some free-
dom and some light at the end of the
tunnel.

Starting In 1981, I had the privilege
of chairing the Telecommunications
and Finance Subcommittee on the
House side. And one of the responsibil-
ities there was the overall communica-
tions industry in which we saw very
dramatic and, I think, very welcome
changes in the 1980's. Our system
became much more competitive. A lot
of people did not like that, but, I
think, overall that has served the
country very well And our telecom-
munications industry became much
more competitive a well

We saw the end to the real monopo-
ly or the lockstep for the three net-
works. With the pasage of the Cable
Act of 1984. we raly saw the opening
up of the enormous potential for the
use of fiber optics. digital communica-
tions, and the linkage of all of this
new technology to some of the Ideas
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that have been out there entedered
by people such as Ted Turner and
John Malone, and others who very
early on in this bill--Bill Danieha

There is a list of people who go way
back in the cable Industry. They had
seen a lot of potential in this They
were frustrated by the regulations and
the FCC that really stood in their
way.

The cable bill of 1984 of which I was
the primary author on the House side
really opened up this industry and
opened up the enormous potential it
had. I will come back to that In a
minute.

I not only have this historic Interest
in It, having been deeply involved and
having had continuing concerns about
telecommunications and its impor-
tance to a democratic system and to
the country. but also I have a very real
concern related to the Industry as It
has been largely headquartred in
Denver, CO.

I need not remind my colleagues
that when we are elected to public
office, presumably we are elected in
part to represent the Interests of the
people who do elect us. I think that i
a very appropriate thing to do. I have
been-both for historic reasons and
my own interest reasons, my own con-
cerns about a democracy and what It
is--cmerned about the constituents
of the telecommunication industry.
TCI was there. The current Time-
Warner operation was there for rany,
many years Jones Intercble s head-
quartered in Denver. There are a
number of other very large companies
that have a major interest In the long-
term economic viability of Denver and
Colorado which I believe I have a be-
gitimate concern for and will continue
to protect.

Third, I have an interest beeause I
believe that the cable television Indus-
try has begun to reach the enormous
potential which wau discussed sort of
in a faint echo in the 19W', with some
greater regularity in the 1970'4s and
which really cae to a crescendo with
the page eo the Cable Act of 1964. I
think we hear this enormous amount
of rhetoric going on related to the
cable industry. Also. while that is hap
pening, It is necessary to paint the
background, and the concern about
what other things are going ot

For example, if we are, as we are
currently in the debate over the edu-
catIon bll really concerned about the
education of young people in the coun-
try, presumably we ought to -e our
technologies of mas conmmunation
to further that You know, we used to
do that before the current PCC-
before the Reagan people came to
town in 1981. We used to have an PCC
that thought it was importat that
broadcasters broadcast in the public
interest, convenience, and necessity.
Those are words out of a 1934 Commn-
nicatomns Act. They thought that, in
return for receiving a franchise, in
return for receiving the use of the alr-
waves, broadcasters in return have a

8TE4S 8431
pubibc Interst. They are supposed to
broadcast in that way.

It used to be that the public interest
was in part defined by chidtren's pro-
gramming-dtd a broadcaster meet as
well the educational and other needs
of chikrest' That used to be one of
the public interest requirements that
we laid on broadcasters.

Come 1980. that vastly disappeared
You cannot find broadcast over the air
today. Mr. 'resident, I do not believe.
a single regular program focused on
the needs of kids other than Saturday
morning program-length commercials.
and so on. It is very hard to find any
real educational programming that
used to characterize much of what was
done in the sixties and seventies. With
the developing of the public interest
doctrine by the FCC and by all the
broadcasters in 1991, we have seen no
programming for kids. no program-
ming aimed primarily at the educa-
tional needs of kids-nothing like that
except on cable television.

It is on cable television that you can
now turn and find those offerings-
outside. by the way. of public broad-
casting where "Sesame Street" and re-
lated kinds of prorams still are.
thank goodness. But in terms of com-
mercial, over-the-air broadcasting, it
does not occur except on public broad-
casting and on cable.

Nickelodeon, a very good example
known to everybody who was kids; the
Discovery channel, which brings sci-
ence and the wonderful world of the
environment around the globe to kidsa
This is, fundamentally, major educa-
tional programming for kids. These
are there and offered, and the offer-
ings are growing and growing exten-
sively. That public responsbility is
being met by the cable television busi-
ness.

It was not there prior to 1984. It is
now there It Is an example o the kind
of programming that is being brought
to America and froma which America
can choose.

I need not tell our viewers about C-
SPAN. Some people like to wateh the
grass grow, and the House and the
Senate, and see what is going on here.
Sometimes the debates are nteresting.

omnetimes they are not But there Is
this wonderful cable public affairs net-
work on which I think Brian lamb has
done a tremendous service to the
country on not only bringing the
House and Senate but all kinds of
hearings in the public interest across
Washington-done by the cable telev)-
sion industry.

Most of us in watching what went on
In Tiananmen 8qure. mot of us
watching the opening days of Desert
Storm, the war In the HMdle East.
were glued to CNN. The President of
the United States talked about watch-
ing what happened in Tiananmen
8quare-anincredibly brave. young in-
dividual standing up ha front of that
tank, an image emblszeid1 upon the
consciousness of each of us. Where did
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that come from? That was a CNN
image.

Watching missles come in Saudi
Arabia; come Into Israel images of
people on the screen with their gas
masks on waiting for the incoming,
not knowing what it might be-embla-
zened upon us. That was a CNN offer-
ing under, I think, the brilliant initia-
tive of Ted Turner and now developed
by Tom Johnson, a first-rate news in-
dividual first-rate news leader. CNN
has now become a fixture in the Amer-
ican marketplace and one on which
people depend extensively. "Headline
News," a spinoff of that.

I could go on and on with one exam-
ple after another of the kinds of pro-
gramming we have seen, Mr. Presi-
dent, as a result of the growth and
prospering of cable. And there is more
promise to come.

We have moved in a very short
period of time from 33 million sub-
scribers-I think that was the figure in
the early 1980's, if I remember correct-
ly-It was about 33 million households.
We are now almost at 60 million
households. The number of people
subscribing to cable television has
almost doubled in the last 7 years.

Mr. President, I would argue that if
this is such a deleterious offering, if
this is something that was so bad for
the American public, if this is some-
thing that-to use the words earlier--
is a product of the Cosa Nostra, a mo-
nopolistic shakedown. rolling, gag
practices, why did 30 million more
American households subscribe to
cable television? Obviously, there is a
service and a product there that
people want. Otherwise. they would
not subscribe.

It seems to me that that is a pretty
logical thing to say.

In other words. I Just wanted to
point all of that out as background,
Mr. President, to point out my own
longstanding and I believe very legiti-
mate and continuing interest in the
cable television industry, an interest
that I think reflects that of consum-
ers. reflects that of parents, reflects
that of citizens overall, and reflects
that of my own constituents in the
State of Colorado.

Let me now turn to another one of
the arguments that was made, I think
very, very incorrectly today, that
there is no regulation at all of this
Cosa Nostra monopolistic entity which
has been described as being cable tele-
vision. That is flat wrong, and I
wanted to take a minute or two just to
correct the record on this.

First of all, in terms of local authori-
ties being able to regulate cable televi-
sion, If a system has less than six over-
the-air broadcast signals-this is gen-
erally small communities, older com-
munities-the local community can
regulate that cable system.

How many systems are there? That
is about one-half of the systems over-
all can be regulated by local authori-
ties and a third of the subscribers fit
into the smaller definition, less than

six over the air broadcast signals. So
to say there is no regulation is just
preposterous That is not true.

Second, that cable is getting away
with the store. The argument was
made earlier that is the case. That is
not true either, Mr. President. In
terms of franchise fees, the cable tele-
vision industry pays 5 percent of their
gross That. last year, amounted to
nearly $1 billion in overall funding
coming into communities across the
country, which I believe is more than
community development block grants,
what is left of the UDAG program,
and so on. all put together. The cable
television industry has been providing
more support for urban areas than
those programs and others.

Third, equal employment opportuni-
ty. When the Cable Act of 1984 was
written, I can remember a very exten-
sive and stormy negotiation which oc-
curred downstairs. right here, and I
believe the distinguished. senior Sena-
tor from Utah, Senator HATc, the
late Congressman Leland, and I had a
very, very extensive negotiation on
those equal employment opportunity
standards. Senator HATcH really led
the fight to build these Into the cable
legislation. He did a magnificent job.
It was the first time I ever worked
with the distinguished Senator from
Utah. He did a magnificent job and
built into the cable television legisla-
tion the most compelling and the most
stringent equal employment opportu-
nity language in any statute-in any
statute-at the Federal level related to
any organization.

Fourth, public education in Govern-
ment channels, the so-called PEG
channels, were requirements for those,
put in in 1984 against the wishes of
the cable television industry, but now
used very significantly. Least access,
which has not worked as well so far,
but still opportunities for getting on
the cable systems and controlling the
so-called bottleneck issue. Antl-red-
lining provisions are very, very exten-
sive and extraordinarily important to
make sure that this industry, like
many others serving the urban areas,
cannot red-line in Its concerns.

So I wanted to point out some of the
realities, and we will have a chance to
talk about more of these, Mr. Presi-
dent. I wanted to talk about some of
the realities, where this industry came
from, what some of the promise has
been, what we hoped from It and how
the promise has been met.

What are the real concerns that lie
behind this legislation? The real con-
cerns that lie behind this legislation,
as described by the earlier proponent,
the senior Senator from Missouri,
were rates and service. The distin-
guished Senator from Missouri men-
tioned at some length the number of
communities in Missouri and how
rates had gone up 145 percent or 185
percent or whatever, and mentioned
also on the service side that there
were a variety of communities where
you would call up and there was no
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answer on the telephone. These are
two very legitimate interests.

The interests of rates and services
are very legitimate interests I have
stated that for years and years, that
unhappily, there have been some cable
systems that abused the privileges
that came In 1984 and that some rate
reregulation is necessary for them.
Also, I have pointed out over and over
and over again that the cable industry
has doubled in size in the last 7 years.
In many ways it has outgrown itself. It
has not kept up with the servnlce to
keep up with the number of customers
that It has, and it has a variety of serv-
ice problems. Those are legitimate in-
terests.

The rate issue and the service issue
are legitimate interests, and that is
what we ought to be doing in this leg-
islation. That is the common ground
between the so-called substitute and
the bill that is on the floor authored
by Senator DANIORTH and others.

I suggest to my colleagues in the
Senate that that is where we ought to
stop. Let us focus on that rate issue.
let us focus on the service issue, and
leave It at that. That is where the
common ground is. We agree com-
pletely with that. We agree that is
something that has to be done. The
regulation of rates, the regulation of
service, we agree that ought to be
done.

Why go on and do a variety of other
things? Let me give examples of what
else is in the bill. I ask my colleagues
why in the world they want to climb
into a whole variety of other issues
that have nothing to do with the pri-
mary problems of rates and services.

Let us set aside the rate issue and
service issue. They are legitimate.
There are a series of other issues that
are not legitimate and should not be in
this legislation. Let me give some ex-
amples.

Access to programming The require-
ments in the Danforth bill require,
mandate access by competitors at a fa-
vorable price to programming, which
is like saying we are going to say to
NBC, what we are going to do is re-
quire you, NBC, to se.. Tom Brokaw
and the NBC Evening News to any tel-
evision station that wants it. Would we
do that with over-the-air broadcast-
ing? Of course not.

NBC has an interest in its evening
news and Its evening news is broadcast
by NBC-owned and operated stations
or NBC affiliates. You do not have
crossover to other places. You do not
have various CBS, independents, what-
ever, taking NBC's programming. Of
course we do not. Why would we want
to do that with cable television?

Or a syndicated columnist, let us say
George Will. If one wanted to have
George Will in an evening newspaper
or in a newspaper, one newspaper has
George Will and Its competitor across
town does not have George Will; is It
not to the advantage of the newspaper
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that earries George Will that markets
George WUI?

Or to use maybe a better example:
Doonesbury. One newspaper carries
Doonesbury and the other does not. It
is a competitive advantage to that
newspaper to carry Doonesbury and
that is a competitive advantage over
the neighbor. Would we require the
other newspaper to be able to buy
Doonesbury or require Doonesbury to
sell to both papers? Of course not.

This is the basic access to program-
ming decision. Trying to take cable
television's programming and require
they sell It to a whole variety of other
people on an indiscriminate basis,
much less to require them to sell It on
a reduced rate basis, I will argue, Mr.
President, that has nothing to do with
this issue of rate and this issue of serv-
ice. That is purely part of the attack
on the cable television industry.

Those who are wondering whether
they ought to support this bill or sup-
port the substitute, I will argue to
them that this is one very large reason
for supporting the substitute. Support
the substitute. Focus on rates. Focus
on programming. But do not get into
all of these other attacks on the indus-
try which gets you into a whole varie-
ty and diversity of issues, a whole
series of copyright Issues. It is very,
very complicated and unnecessry and
has nothing to do with the fundamen-
tal issues of the cable industry and the
corsumer problems, which are rates
and ownership.

Those of us who are sponsoring the
substitute are saying over and over
and over again that there are prob-
lems with rates, there are problems
with service. Let us go after them and
take care of those. Let us not get into
all of these structural and industry
problems that have nothing to do with
what consumers are concerned with
and have only to do. largely, with
what other industries are trying to do
to get into a greater part and to try to
change the nature and the structure
of the industry overall

Another issue is structural owner-
ship. That Is another one of the pieces
that is in here, Mr. President, saying
that what we are going to do is provide
that there are going to be certain ways
in which a cable company can and
cannot be structured. Do we do that
with other industries? Do we say to
the Washington Post you cannot own
newspapers, radio stations, and televi-
sion stations? Do we say to Cox Cable,
Cox Broadcasting in Atlanta you
cannot own broadcasting propertles
cable properties, and newspapers prop-
erties? Do we say that to the Provi-
dence Journal? Do we say to them,
you cannot own broadasting proper-
ties, and cable properties, and newspa
per properties? Do we say that to the
Times irror In ELo Angeles you
cannot own a variety of these proper-
ties? Of course we do not. What we are
doing is saying that to a handful of
other companies, though.

[GRESSIONAL RECORD - SENATE
Why are we appying this strtram

ownership prohibition on one group of
companies and we say to another
group of companies It is perfectly all
right to do it? Now you tell me what Is
the consistency in that. There is none.

In addition to that, Mr. President
another problem this brings up is if
you have this kind of restriction, you
are dramatically limiting the availabil-
ity of capital to these companies to do
exactly what we want the independent
cable television industry to do, what is
to provide a greater and richer array
of product, of programming. The
minute you say to Ted Turner you
cannot to these things, what is going
to happen to CNN? What is going to
happen to the Discovery channel?
What is going to happen to the possi-
bilities of all the other things that
come into cable television? It makes no
sense whatsoever.

Anyway, Mr. President, I would go
on at greater length, and I will tomor-
row and the next day, about the other
issues that are Irrelevant to the funda-
mental issues the distinguished Sena-
tor from Missouri says are driving this
bill. If, in fact, it is true, as the enlor
Senator from Missouri says that what
we want to do is to focus on the rates
issue and the service issue, then let us
focus on the rate and the service
issues, and that is what the substitute
does. We think that is what this issue
is all about.

We believe, those of us who are
sponsoring the substitute, that the
fundamental consumer Issue is rates
and service. We believe that funda
mental issue ought to be addressed
and is addressed thoroughly In the
substitute-rates and service. It is get-
ting into a whole variety of these
other issues that spill over into copy-
right questions, spill over into the
whole area of concentration Wht is
good for the goose Is good foX the
gander, If we are going to do this for
the cable industry, we are going to da
It for the Time-Mirror? Are we going
to do it for a whole variety of other
communications groups in the comu-
try? I think not. We ought to be conb
sistent about this There is no reason
for taking on all of those other Issues,
absolutely none.

Mr. President, I will close where I
started. I had not Intended to speak
this afternoon, but I felt compelled
when I heard a lot of this language
coming out, the discussion of getting
rolled, monopollsts, shakedown. ring-
leader, cable Cosa Nostra gag-a
whole variety of words and sort of a
peJorative in all of this that I think is
not appropriate for this Chamber, nor
do I think it is descriptive of the very
real problems that do exist. one on
rates and the other on service.

Let us stick with the substitute, fo-
cused on rates and service. That Is
what we ought to do. That is what the
consumers want. I believe the substi-
tute we are offering is truly a subAti-
tute which focuses on the issues that
consumers are concerned about, and

should be concerned about, because
there are places where there has been
rate abuse; there are places where
services have not been what they want
it to be. The industry knows thaL We
&aI know that. Let us take care of
those real problemsL

Mr. President, I thank the Chair
very much for hi forbearance and
that of my coneagues, and I yield the
floor.

The PRESIDING OFFICER (Mr.
WorronR). The Senator from Alaska.

Mr. MURKOWSKL Mr. President, I
ask unanimous consent I may be al-
lowed to proceed as 1f in morning busi-
ness for not more than 7 minutes.

The PRESIDINO OFFICER With-
out objection, It is so ordered.

Mr MURKOWSKL I thank the

A COMPREHENSIVE PLAN FOR
SPURRING THE ECONOMY

Mr. MURKOWSKL Mr. President.
one only has to watch the news or pick
up a newspaper to see that concerns
about the direction of the U.S. econo-
my are dominating the minds of Amer-
lcans and with good reason

Of course. the good news is the in-
terest rates have shown substantial de-
cline. We are saving billions of dollars
on the cost of carrying the national
debt. But nevertheles, Mr. President.
sluggish economic growth and dedreas-
ing economic competUiveness, a we
look at our neighbor, ad an ever-in-
creasing national debt are problems
with ramifications which can be felt in
all corners of our society. Addressing
these problems will require a bold.
comprehensive approa not a short
political fix. if we are to provide the
necessary solutions which will ensure
our Nation's long-term economic secu-
rity. That is certainly a charge of this
body.

Mr. President, tomorrow our Presi-
dent will speak to these imsue in his
State of the Union AddreI I am con-

ldeat the Presldentr saddre will
serve to chrt an appropriate course
for achieving econrmt prsperity for
our Nation Today I would lie to ad-
dres some of the key elements in any
meaningful economic growh paikae.

The approach toward stimulating
economic growth must be multifacet-
ed. No single solutfon wifi be adequate
and no polftical gnmmicks will do.
Long-term, sustainable economic
growth must tackle head-on the Na-
tion's economic tls. A comprehensive
approach invarably must include
some components that provide eco-
nomic stimulus in the near-term and
some components that provide long-
term soluttons

ImIID5-CLAZ TAX A arLr

Mr. President, tax relie! has been
suggested by many as method of stim-
ulating short-term growth, putting
more money into the pockets of tax-
pavers. I hope we all agree that the
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