. .. i .. DOCUNENT RES®EE' R
[ : r . ‘.

f",lll""17,'"f‘191"_‘““‘“";’ - Tty s T N IR 007 391
. " ] —,f Co . ) . ‘J- ) ’ )
" AUTHOR ~ " Gandly, Oscar H., Jr.. : -
TITLE Ecqnogies of scale and Cultyral Follution.
PUB DATE 797 L '
25pa; Parger presented. 4t the Annual

“NOTE :

- ‘Pelecommunications Policy Research COnference‘(gth,-

- Sky Top, Pennsylvania, 4979);.Not’avai1ah1e in paper
-copy because of lightdand broken type : :

L

EDRS PRICE MFO1 Plus Postage. PC Not Availatle_.from EDRS. -
_ DESCRIPTCRS Aud jences; Background; *Broadcast Industry; *Consumer
' ! Protection; Costs; *Developed Nations;- ¥Developing

-~ T Nations; Fconomic Disadvantagement; *Federal . - : ,

Regulatic&i:60vernment Role; *Marketing; ‘Quality

S o .. Control - L _ ‘ . -

IDENTIFIERS Federal Cammunications Commisgionj

.ABSTBACT sy ‘ ' e )

_ S Thi's paper traces the dévelopmehtvof‘federai

- requlations of the broadcast industry aimed-at controllimg the
industry's monopoly abuses within the United States, and dégcribes
-the development of the indistry*s major network domination of the
media markets and audiences throughout the world. Suggested reascns

for this transnational domination-include absence of effectiw
governsental regulations, network expensive production quality, and
high producticn costs unattainable by developing countries. 'The ~( ‘
author cautions that ther major.network dominatioh of +the United _
States and international market leads to cultural,pollution since the
networks' majoR emphasis is upon building large audiénces rather than
prcgras guality. (CHV). . ~ o : .

v

N >
~
§
.
.
S—
-
A Y
-
4
.

. : ) - . . P
*********'****,‘****'********* ***”****‘*****************,****_**************‘

* Reproductions supplied by EDRS are the best that.can be made = *
% . fpom the original décument.’ I |
AP AR AR AR R AR AR KRR AR AR K KK K R AR AR KRR Rk kKR ok oKk

L)

o

7




: 1' - ~ :
_‘-,.'_’ e . .
— : ) .
- - : " U.S:DEPARTMENT DF HEALTH. ' . N
05 - EODUCATION & WELFARE. - P . . N
" : NATIONAL INSTITUTE OF i - .
e B . : EDUCATION - § .
- THIS DOCUMENT .HAS BEEN REPRO- '
. .. . DUCEO EXACTLY AS 'RECEIVED FROM
N . THE PERSON OR ORGANIZATION ORIGIN-
o - ' . ATING IT POINTS OF VIEW OR OPINIDNS
. ﬁ N STATED OO0 NOT NECESSARILY REPRE- . . i
L . B SENT OFFICIAL NATIONAL INSTITUTE OF . .
) - ) . . EDUCATION POSITION OR POLICY ‘
Y N .
u . \ ! ) . o
~ T N \ N
) - ECONOMIES OF SCALE AMD CULTURAL POLLUTIONM -
. e & - ! 7 e
. A . .
. -~ e, , .
4 I s ¢
S . c s
- _ N \ . o ‘-
- - PRr .
. . ~Oscar i Ga;\dy,‘ Jre . by
. . -, Howard University : : « -
. . . © . - Washington, DC
. ‘_ { N M
‘j . . i v
T , - .
a ' . - ]
3 ~ . - . -
/ .
v N
I : . ' - '
» ~ o
. ( . .
. X } . 7 °
. r ' .
. ' ’ . : L
e . ¥ .
/ \ " . , )
: - “PERMISSION TO REPROD

"é? v MATERIAL HAS BEEN GR
- QOscar H, Gand, ,

{ .
- . . /
$>,) N _ 2 - ) »
7 ‘ R o . Tt . ) 5 '/
: ‘ . ‘e , :
. ; ' * N I o T0 THE EDUCATIONAE’/F{{?ESOU
‘ ' : . ' N A .INFORMATION CENTER (ERIC)
o ' Seventh annual Telecorrunications Policy kesearch Conference . . !
. [ - !
L. < e . . i
! e . ST . gky Tops Pennsylvania : i
\» ) - - ' ;
. . 2 -, . - ) oo
O~ 1979 - % -
m N ’ . ¢ . &
> :
Q | . ,
‘ : ;s , N - 2 ~ . .

ERIC

Aruitoxt provided by Eic:



) LSRN . - - L .4 "‘ . ‘
.. ECONOMIES OF SCALE AND CULTURAL PGLLUTIGN S
Mlhat's éood;for the goase, is good for the gander...(anon,),”
. _-1. ’ : . 4 » .
i ' To thc e\tent tha§>inrorwation is the uroduct of .an: 1ndustrial process

which may be e nged purc1asec, or otherwise dxutributed in soc1ety, and

EURTS
-

to the extent that[its production and distribution can be controlled by the

i

application of npnopoly power; and further, to the extent that its production

or use is assoc1ated witn substantidl externalities or diseconomieé, there is.
a need for regulation. s R , : )

£«

‘. Nountains of ! paper attest to the fact of a historic need for reaulat n

‘ of xhe teleconmunications induotr/ in the yUS. aAnd, thouch we appear to be

’ momentarily in the c1utches of{a derevulatory ‘fever, deVelopments in the use
of tne\satellite and the‘compnter'promise to add even more paper to the

‘ nountein. . : _ ) : o
THis essay Till argue that the condition which have historically ; N
supported the reéulation of telecormunicationa in the US haVe been reproduced/f

)

around -the globe, and exist most forw1dab‘y within the developinv éconories,

M

It w111 be argued further tnat many of the soIULions chosen for the protection

' - of the public interost in domestic matters, are JUSt as dppropriate when
2 3
selected for implementation by the non-aligned nations, or other- merbers of
‘the world_communlty. o - o ‘ o -

-

THE RuuU ATOSY \r.'::',ué

ngrﬂh it is chrently being touted as a "new' approach to regulation, i
Ja
the focus on structural, rather than contentsorien d approacﬁes, ‘has . $1

‘

-charecterized tne_federal posture from‘the veginning. While theLRadio Act f"y'

l ? ¢ N . o . . h -»
v, s . - v .
. s . !
. o , . . .
. . . A
e b




mvof 1927 specifically forbade any" reoulation whicn would interfere with the

right. of free speech the COleSSlon s 1nterpretation-of the pd%lic interest

_ fount it masinﬂ conparative decisions so as tp explicitly favor the broadcast

) of one class of content over anotner. )

a

Speclfically, in the afternatn of its first attempt to bringborder to
an overcrowded and chaotic spectrum, the Federal ‘padio oommi551on gssued

comments on its ewerain;>1ﬂtcroretation of the oublic interest standard.

The Commissxon explicitly favored diversity, and opposed too- nuch duplication

of pro"rams and tjpes of provrams." In fact, this concern with duplication

'
.

was extended to include the duplication:-of services which were available in

1 - i

other forms: ,

¢

WrFor example§ the public in larae cities can easily purchase and use
. .phénograph records of the ordinary cormercial type.-A. station which
P devotes the main port»on of its hours of operation to broadcasting
{ ' such, phonograph: records is not giving the public anything it can. not
readily have thhout such a station (l)."_ !

While not explicxtly limiting the right of licensees ‘to 5 ~vide whatever

’ - Ao
programs they wished, the Conmission indirecbly‘constrained the freedom

of ‘broadcasters by assigning frequencies to .those who promised to provide
: - . ' . . ' v

prograrming not so readily available elsewhere. \f‘ . . R

- ) . 7 ' oo
Initially, the regulators saq a fundamentdl conflictof interests

between the public and the adVer*1sers, ‘and core down sonewhat hesitantly

: f .

on the side of the public. While not denjing the riaht of advertisers to

benefit from co ercial broadcasting, the FRC'argued that "such benefit

. U
. as, 1s derived b “an adveruistr must be incidenu‘l and entfrely secondary '

to tne’intérest of the public (2)." In record txme;,however, the FRCs egulatory
. .

heirs had comne to see the public interest as being indist}nguishable from .

: the-interests of broadcasters, and whenever the free flow‘of information o
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~

coulc conceivably threaten the cononicfviabilitj 6f the existing stations,

™ structural policies emerved to r strict that flow._

s _i ~)

-ollowing the Carroll decision in 1953 (3), the rederdl CJ%munications

LN

COﬂmission (FCC) aave explicit consideration to econoric injury whenever

v
t

} 8 1lles uch i ould result in a reduction of
< 'petitioners a eied that such njury W i ~
' servicc to thepublic. The Commxssion's efforts to.restrain the growth of

_the‘cab.e televis1on industry is the rost telling case in point.

.y

)

In response to the demands of-broadgasters for protection agalnst the

threat of imported signals, the Commission in the Carter Fbuntain casq

;e
-

denied the application for migcrowave service to a cable system where a
Jduglication of network programs would place a station "in the economically

disadvantageous position of findxng it more difficult to sell its advere

' tisxna(é) " Once the duplication caSe had been made, it was only a ‘matter

“»

.of time before the FCC would offer protection from the importation of x

s (signals'which might conceivably threaten the economic viability of a local’
' i . 'a‘ . - .". .
broadcast licensee. ' S

In the Southwestern case(5), the FCC won not only explicit authority'to :

R regulate cable, but elie right to deny the imoortation:of‘distantlsignalsf
%intb the top 100 markets. The 1972 cable,reaulagions (6), characterized by
..beOth restrictxons and requirements in the area of content, represented
mOVement to, the extreme ooundar1es of acceptible limits on the free Ilow
of domestic information. tthile requiring the establishment of municipal,
educatigﬁal.and public access channels, the 1972.cab1e.rules.proscribed -

the ‘number amf;oriain of distant signals which could be carried by cable .

systems, and soec1f1ed dtrict lirits on ‘the kinds of proarams the cable

v v

. operator could oriﬂinate onmits own chann’as.

4
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1t’ 1s important to note that in all this time, not a single broadcaster has

" been requirecd to demonstrate that the public interest had been harmed as a
result’ of competition from cuble or pay television systems. The implicit,
¢ I [ * .

[ untéeted,model supporting FCC restrictions on cable systems has the

" following assdﬁptions:

T

increase in viewer options, would “fractionalize' or further

divide the potential audxcnce for any sinzle program, or . o
\ .

provram source;

Zi\ 1) that distant signal carriage, which objectively implies an

2) this fractionalization of the afidience would result in a-
v directly proportional revenue loss to the broadcasters, and

) this revenue loss would result in a reduct1on,in local pub11c
service and news programming, thereby producino S? lbss in
. information valued by the public. , ~
. . . . . . . ! ‘ ‘ /
Thé closest anyone has come to validating this operating policy model

is an econonetrio study by the Charles River: Associatee (E?A) for the \

National Aqsoc1ation of Sroadcasters (“AJ), submitted to the FCC€N(1978 (7).

The CRA stufly established the obvious llnk between audience siZe and
3

‘ - revenue, but) it dig¢ not, ‘and could not speak to either the influence of

cable provramm1n~ on audience Slae, nor the’ change in the amount information

* -

and value available to the publlc. o

Thus we can see 1n the case of cable television, the establishment,

-

by government, of'substantial restrictions on the free flow of iqformation

on the basis of an unsubstantiated, and weakly argued threa® to the public

intereste ' . co < ' -

In contrast.with the essentially anti-coﬁpetitiVe approach to the.

Loy

regulation of cable and pay te1evi;1on, the FCC and the Department of Justice

- have acted period1ca11y to limit ¥he aptivit1es of US media giants because

" they had been determined to exercise mdhopolistic control over their
T B .

industrye In this case, governrent

B o
egulation .can be $een to restrain one
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r

communicator, in order to increase the freedo" of a larger vroup tc

participate more freely in tHc war&etplace of ideas. :
1 ' .
Though FCC action has failed to substantially alter the power of S_

the networks, it has tricd continually since 1941 to restrict several of" -

the more explicitly anti-competitive practices. The Chain Broadcasting
*

Regulations were promulgated following the first in a series qf investi=
gations by the.Commission(to determine whether the public interest required

- special regulation 6f broadcast netvorks. The Commission idehtified eight .

specific abuses which were characteristic of network operations, and were in

il -

their view, in ¢onflict 'with the public interesty(8). '
. ‘Y : '

One.of those abuses involved the provision-of "territorial exclusivityn .

! o

to affiliates, by agreeing not to sell proorams to any other station in the
)

same market or region. This resultedgin a formal barrier to the flow of .
programs to these markets whenever an aff1liate decizneE\QQEEd;“y a pr0wram'

wyhaich miaht q.pceivably have been aired Q; otherketat1onS‘1n he market,

2

A second abuse cited by the Connisszon was in the area of the affilfate's

. P
rignt to reject network programs, Network/affiliate contract required the

aff{liate .to make an impossiBle determination that broadca t a given

) . . : \ ‘ ’ ’ ‘ N
to t:he networkse ’ e o .’ "

‘ o
.4

' ]
A third abuse, and one which continues in large part to this day,

involved the network ognershxg\qs broadcast stations in the major markets, -

/‘ Because the networks had bottled up thebest facg%?fieg, it was virtually
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lmpossible_for competing netvorks to develop. While netvorks no longer

operate more than one station of the same type in the same market, ‘those .

stations are still ln the najor rarkets, and make it possible for the .

1

three netvorks‘andytheir figteen owmed and'oyerated'(OQOs) stations to

- a

-

capture 52A of broadcast revenues 1n l°771 while the other 635 stations

scrambled for the rest (9). T

"

In the early 60s, the Commission onee again attempted to enhance -

$ompetition within the television:industry by restricting the netwonkfs

-

control over the production of programs, and their syndication once the .

network run was completed. The Prime Time Access Rule (PTAR), in one _

hotly contested version after another, sought to stimulate lndepéndent,

production, Yhile direct network control ray have been reduced in the !
.- - : : o " 1
syndication market, and there are signs that the independents in Hollywood

hégp been getting a»larger‘share of the Aetwork prograh dollax; (10), .

+ w . . - /

- program. decisi at the station level hre still very much constrained
: . N . . : ¢
g//bi’brogramming dgcisions made byjkhe nets, \. R
Because of t jendous resources avaxlable to the networks for

thozpurchase of. dranatagé&n& cowedy series, radé for’televis:on tovies, ,:\
\_

Roots and Holocaust,

and the latest series of long form spec1als, lik
. 1

the production cos%r for cowparlble¢product has been inflated well ,beyond

for many independent ‘-Al

a -

" the reachjof }he 1ndiv1ﬁ§21 station owner, lndeé’d,

stations, he cdst of,popular series in the first y ar of off~network

— !

N
1

v

_syndicglxon is still too\niah. Varletx reported hat in 1378, V1acom
vas asklng $

,900 for each episode of AN in The Fam ly from stations in .

- «

»

the. Los Ani:’na ket (11). Tl"t\ere is no wonder then, t>h<alt independentsy_

~ have been ring for protectlon a"axnst the pay telivislon systems,

.d(%gn, with the aid ‘of satellite 1nterconnectlon, have reached an
(_\ Y

‘< . -
- . ’




. : ‘ - 4
. B T -
-ope;ationaf‘scalé yhere the expenditure of $10 willion for original material
_ . - ; o '
begins to make nooc econOﬂic sense (19).

¢

~~.Vow,Wat alﬂoat evcvy corner of the federal administrativc bureau&%acy,
N S .
theXe is an agency involved in formulatins,regulatxons for the broadcast

.. industry, either because of'aﬁti-EOnpetitive précticee, or because of a more

general cong.gn vith the impact of these media on special g%oﬁps in society.

. . , e ) L .
Each d? these proposed reaulations}presents the very real potential for.+

"':rest::rict:irvT what we affectxonatelj’ff}l the free flow of ‘ﬂformation. .

\)

‘ It is hypocrieical therefore, for these same policywakers to’ join with

(. s “
- the media industry insra1s;ﬁ¥ a arcat hue and cry when: othé: govarnments ..

b

-

> seek to establish reaulhtory lin sltp the flow of information aergss .o
> ¢ J ’

o and within thdir borders.'szort, of these develooznw nations to reduce _

W <
or elinxna e the domination oﬁfphose in.ofSi:fon channels_Py {lestern, an
(Zriﬂafily. herican tre ational c rporati (T
. ‘( . .
rom a natural degzre on, tho1r Dar é%? support tie deVelogﬂf t of thei£ \\
own f%Zdlenn media 1ndustr1es, or- o.reduc= the harmful social costs ° -
- which are associate vith the continuea use of vollu 11g technology. o~
’ - ’ . . ‘ ) . ! & . ' ’
N .
. COPTEBCIAL II ”RAEZV' : ¢
13 Ll .\- \: -

© - TiRile teIQV1sxon systems may have beéen introduced ostensxbly for the
¢ \ N
purposes of development, notion@! integration, "foolish pride, og Just for §
. . . ¢ 4 ’ ' v

Q~ %he enterté%nmeht of the urban elites, once the decision is#madé;go support
. p "

3
-that systen throush the sale of comrnercia1 t1ﬁea it” autOﬂatxca111> bec;s s

B4

e vulneraole to domxnatlon by Western T™Cse It is simply in the nature o

thfzs that once the production of au!iencei becomes the goal of the

prozraminz effort, the choice of content is constrained.
. _ " . .

~
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"'o f Japan exceed

' bff ice receipts,

oy -
of t,‘?c Iotion Pictua:'e E3 port A.,.,oc«lgrtign QPE SAA) are less ependent upon

.'8

S
o

Lhc :production of auc}icnce., is an incu ,tricxl process. liI:c any other,

Its teclmolﬁiy can oe Lescma cd m “terms: oi’ ‘the at.t:riomtes of the provvra":

ot . A
.

used’ ro producc audieﬂces varym5 in size, ar'e and, inco"'e. Tne comrrercial

.a ’u . -

imperatiVe reqlﬁ:cs the f.\lectxon of the rcc’mology, or pro r.:ms, which

. B ) 2 .
'ma:cimiqe ,tne audi-cnc;e awhﬁe minimizing the costs of production.'For a variety -

of economic and historical recasons, thdse programs aré either jmerican tele=
. 9 . . .

filps, theatrical releases, or a reasonable fas.cir-.wilepré‘duced in the former Iy
, . - ' " - : w ’ '
'c;oleniarl centers.

«
I ]

' The hollyvood film mdustry is 11ithout; peer in its‘;bfhty to prodl(ce

,.-aJdiences in tgaea,tr'és, or iﬁ front of tne televdsxon sets I suggest that it '

'ii;o_nly tn plxcit Dolicies of nations t:o ‘restrict the ir'portﬁtlon of t:he

> v
Hollyyood -zroduc.‘t‘ that Binmits 1\1:5 c‘ormation of fhe wotld's i;creens, as it

K
\

o .
{ .
is cl)ear that cultural dijffcren{

Japan is r)elzﬁla'ns the best exAmle of] the t_rans'cu’ltur,gl\power 'of t:he) .

noll_lvood filrﬂ 'm.,Pmdcr sugsegts that MJapanese tbsWies fow -

.parallel Amcrlcar ftastes 1qitﬁ/'z\.11 the x’;.esident's Yen, * 'One Flcw oger

Taxi ,.Jrlver' not only box o fice favorites, b

t e Cu’coo's Mest

'ivaorted by Japan come fror' the Uv,' and ,,thou%h the domestit 1 . s

5%1 mod product in produémc Jaoanese aud1ences and box offlce

The ake from a two day pre*xiere of the film in f\t‘}tres produc\ed ‘

$623 000 in receints, and in just 1& days in %&7 tied res, t:he film gen ated<\

- . .
a staggering $8.2 *’1111on (14). i : o ‘ o .

s -

Thé i)icture is lit t:le ch:m'-ed in television sales, ‘thounh 't:he rembers

tclevi'sion contracts tnan they are on foreign film rcnta}s. Jack Jalenti,

. . ‘>* . A.'}F.' T



. that remainsr”fhe us’ leads tgg way with its familiar line-uy of police, .

t.

- captured the ThurSdez;ziguers, end

foreign markets accounted for 23.4epercent of grosses(IS)."'Figures for

" ‘more spegialized markets, such as that for

of San Francisco on'Tﬁesday,,wonder-x_ aw, Charlie's Angels.

I . . . . R

president,of VPﬁAA, reported that -in 1976, "the foreign theatrical matket

¢ X o

]

~

represented 49,5 percent of total film gresses,‘while’fbr'television, the

1977 Feflected a ~25 'percent increase, over 1976 sales, an# 1978 estimates
- : » 2an )

"

topped $275'mi11ion in gross revenues(l16). A v

American prOWram sources now dorinate the internationPI telefllm {f.

merxet, and there is every reélon to believe that as import restrictions

increase, the US product will cauture an even 1arger share of the ple

bl

detective and other action- filled seriesm\:t also dominates some of the
children's television, In . ‘X”
Sweden, a country wyich imports half of a11 its television prog’nms,

W W
approximately one-third of.all children's procrams broaacast were produced

N
in the US (ﬁ),

Ay
-

C ]
Amerit’n series enjoy the best priwe time sljss everywhere a
} - . w 7 ' -

<

ﬁ\brican proaram was thesBpCl serv1ce, and that was domina ed ,,chVerags

shoged » an series-to be winners of audience producti n awa3_s most &

' -~ -

nights of the w‘ekﬁ&gbnanza,and'sionic ﬂéman cérnéed Monday)

night, Streets
Vs . -

Kl

nd Ko jak

Solice Woman dominated the ratings -

L < A

on Sunday afterq;;7;0 PM (20). . e
| Japan, whi tends to hold its own theatrical prodget\ﬁyay from the

5 . - o

L \
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' would currently 1ncbude dlSCO filns, ,cience fictlon, horror and high -

" the intentions of the éherman Act of'1980 and the Clayton Act of 1914'

'there is sufficient justification for government intervention. American

would,seem to apol\\specificall" to the foreign operations of tHe b?EAA,

i? that| monopolizathon on its face, or att%mpts to monopolize through cofnw ,

television market, depending instead upor its four wajor studios to make -

+ ’

_talefilms. under contract, remains a ‘sianiificant narket for dubbed America

films for television use (21). A major Japenese filw imoorter, Yoshalki

§noki, recently announced plans that would furthcz\e;:end the Amefican pre@’fee
v e

in Japanese television. onokl has begun packaging- th trical features which |

[

have not been seen in Japanese theatres, for use on television. He %eported"

" . %The networks are ready to acquire unreleased films from' established L
Firms like ours, the rain job of which is tg put together intefesting
packages ‘of features. Var films, science-fittioners and suspense= .
actioners are up high on our list-of desirable product(22) "W -
J, Jv- : | .
“nokifs\efforts will support the develooment of a large; rOIZ for .- .

3

Americgm independents in the‘international television market.'Bec use they
are not nembess of galenti's cartel* they do not enjoyﬁthe negotiating

edge enJoyed by the ﬂaJor « The 1ndeoehdents "have suagested that "the only
i v
alternative to this is ‘the éxle)tation feature with a 'gimmick' which
5

@

qual1tj sex exoloitatisn"-~3ust the kind-of thing Enoki has in mind (23).

°
’

- QJ‘ - .
THE MATURL OF Tm\.\'s&\)'r GNAL DY )@10\1 L ' R

while there can be ne

myestion that Anerjcan product dominates the
: W A

an teleVision water\al, there iS»some

7

international market

question about the reasons for« the present state of affairs, and whnther

<

SN
‘anti-trust_ policy, developec} 'over the .years throug attempts to implement

. %
spirac s, or orice discriminatlon is against the law, _
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PR Oiscourse, wn,lé we recovnxze that the 1913 'ebhrPomereﬁe'Act exempts
\
mé)a,ers\,o{j}:?ulkf {rdm pxoseout:i for it"s anti-competit;.ve activities,abroad,

. we, cannot remisn self-righteous in dbr neaotiations atx;;éfgnd~at future .

.5 N 5
QUN“SCO sumnits while ve conxinue to openly support praﬁpiaes'which would .

be\‘sfllegal a,t: Hohe..In fact, if “the FTC which is charged with supervision .o

' . . .

: o? agreements unégz:;he Qgt.nere to seriously investigate the rela ionship.

J

A

qpetyaen collus1on by’ t&e majérs abroad,.and their continueq domination of

the industry at hdme LtheSe protections would ultimgtely be,denAed. L7

L Less critical observers of the 1nternationa1 marKet would. deny[that -

. —
the present-state of dom@nat1q is the result of\an54eompetitive pragctices, but’

is a reflection of the fact that the American p;oduct is suﬁerior, that

vietwwers around the world recognize this, and Qeﬁhnd nothing less that the

E

best fron their media systems. To the eztent audionce ratings are a reflection
"-IL

~of viewer preferences, superior ratings for Amerxcan telefilm would support

“such_a view, iowever, it is also clear that ratings don't tell the whole story.

»

Coleman andrNixson suggest that:

f" essential elet"ent of TNC power is their ability, to create demands
.and mould tastes, and the products 0f the advanced capitalist economies

' are being increasingly consumed by the middle and upper income groups

' of the LDCSeessdn international elite has come into belng which,
although geog®aphically widespread, exhibits a basically uniform
pattern of consumptionesssThis-process has also spread..to .those in
‘tae lower income groups who will often consure the brand-dxfferentiated,
heavily advertised products of the T"Cs rather than the cheaper, but

* less soph1st1c1ted products of the local firm (24) .

This is no less true for rass wed@% products tnan it is for processed foods,
e~ PR

clotning, or other imports whxch many of the deVelopin° countries have

tried to reolace wicn local products, and failed without the support of

protective tarrifs. v
I

\ , ‘ . W
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’?rogram quality is ofocourst, a factor in Jmerica'r dorination of
I

the woz/d's media bannels. LO dnny it uould be pure folly. But, it is the '
Historik.fact of signifxcant rarket povér that makes this’level of quality

possible--qne feeds the other. While there 15 na one-to-one relationship,
¢ AN

one nust assune—some positive and significant lifk bdﬂween production .

A -

expend*tures and’ the quality of the product--especxally where "quality"

v *

. is measured in- terms of those nfbductxon attribu:zf important to todays

-

ma$s audience, ?roductxon costs for American motion ﬁictures haVe increased :

,each'yeai since'1921,‘with the average negative cost going from $400!000

0y

- = L] . .
in 1941 to'pver $4 million in 19763 an increase by a factorof ten (25).

Mo other”nation's industry can even come close. ) -
This scale of*’peratlon exists as a virtually impenetrable gg}riet to
_ successful entry by Sﬂaller unxts hoping to corpete in the lbcal domestic .

u

market, It is in the nature of monopolized aroduction and distribution

[ - o,
. ‘

-

systems that”market power'varies directly with th§~siie of the market.

served. The réIEtionship of netvork affiliates to independent stations in the

s - %

» ’ * » N
U5 provides a convenient, but illustrative cxample. ( - ;

If the average costs for the production o?ya local -television proerah‘r

was in the enxchbornood of 510, OOO, a dxktrxbutor serving 100 mprkets A

-

would need to collect only $100 from a sinale station in_each warket in
l

[

L 4
order to proviQp then’ all with a prozram of average qualxt"--a savings

' for each station of 59,900, Hovever, 1f the’ distributor asked $5000 from

. -

-each station, a savings of 50% over average program costs, these stations

could sell the larger audience wiich would surely be produced by a $500,000
'prozrame Mo other station *.rld hope to cempete wvith a program 50 times )

_-more expensive than its budget awould allow. Those stations would be

effectively barred from competing as program producers, and vyould be forced

to seek out a;prograﬁ distributor of their owm.

Q ’ | - | . 14 . :; B
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?hus,'gidcn'the.trcnendous gkdnomiq,advantahes associate{ with
acquirinv prozrams fron monoooly firhs,'1t is &uitc uh11Lc11 t&»t

v

PEeduction ‘units in the gevelovrno countries could serioule hopE to

eomoete as producers in their hOﬂe markets., Ihile nany analysts havc explained
2

the persxstence of the one-yay flow as a problég oF inadequately devgloped f

- \ -

: production infrastructures in tdesc countrxeé, this is obviously not ‘the

"7 to develop some expertise in 11ve teleproduction. however, telecine operation

x‘;'began in 1959, and ‘the first vtrs were introduced in 1964. (26), and today, Brazi

.a conpetition it cannot hope to wim, Production budgets are limited at the.

- of its commercial competitor are growing steadily, and it is éiéﬁéng off the '4&

D

case.‘Brale bevan its telev1s on Ogeratiy s in 1950. Since this‘predated ) .

Co 143

tie developnent of vxdebtape, or tne in oduct1on of’telecine, Brazil had

>, !

L 4

/
is one of the fiVe top buyers of Arerican te1e3151on proarams @27.

1
Even the 33C, lon« revered for the quality aed originality of its "

programming, is finding that conoetitive pressures are talking their toll,

N — .
Even though the 33C does not xet depend upon cormercial sales for its

support, its manaoemenﬁ believes that it is in comoetition for audiences-- , ﬁi

N

BJC because procuction costs have skyrocPeted, whi’e the income derived from

set,license fees)have leveded off (23).-As’a result, the original programming
n . )\L N 3

fpr wh ich the B3C was known is glving way to game shows and American serials

like Starsky and Hutch. Uhile the 53C is entering its decline, the fortunes
ztarsiy Lutens o >

BBCs producers, directorS’and'popular personalities as ‘it goes., While the
’, . . ] N .- ' . s . & .
end of the B3C is not in sight, the trend is unmistakeable.

- .

~ Just as there can be no question that the»Aherican cartel has an

insurmountable advantage over any single producer, or producing natio
it can bé seen.that these same benefits of scale make it difficult for . !

other distriﬁdtors to compete. iihile bigness allows American producers to

- § . ~ \
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\\\ to excrude competitors from, the market. Thougn one would expect a reasonable

~ -

4
- [

outspend its competitors, it also allows the cartel to underprice most ,
. . (3 ~ o
_ of them as well. France recently established a pool of more than $600,000 .

to subsidizg;the*sale-of French prosrams in the world market. One French
, ) N

-

‘ofﬁicyal is Quoted as saying: .‘f ' . < o
' ' T
-.#WThe price asked far U: productlons sets the level at which TV stations
,all ‘around the world are prepared, to buye. The Frénch networks cannot
sell .in some of thesé territories at’ these low prices without ‘incurring
a losse The’ money obtained for programs does not cover the cost of '

¢

prints -and rights p yments to authors (2%) W o,

—F»M Scherer notes that "Dr1ce discr1mination can be practiced profitably

only if-the discrinlnator poBSesses some market power(ao "13Rr American

ca teﬂ is w1thout a doubt a perfectly d1scrim1nat1ng Monopoly. It operdtes.

'

- not only ‘to caocure virtually a11 coénsumer surplus, but 1t acts predatorily

.\;aéount'of vhriation in the prices asked, based on the differences in the

conditions of the marketplace, there should be sxe common factor to,all.
. . ~ B = M
Unless; of course, price discrimination is being usedmto create or maintain

market ,advantage.

One would expect that sasles in different nations would refledt the

} : ’ >

-~

number'of television sets, or pcints of distribution for the purchased

proctamgc A.country'witn more sets should nmaturally expect to eky a higher

price than a count v1th lesse OnL could see tﬁe justification for Migeria
A t;ith its 500,000 telev1s19n sets paying between %1007500 for each half hour
series, while Vlest Germany, yith rore than 20 million sets would be expected

to pay argund $5000 for each halc houre After all, the cost for prograrming

cach thousanq sets would be nearly the same, ‘about tuwenty five cents,

Using 1973 data pubrisheg,in variety arid Movie/IV Marketing, costs

per thousand (ceM) were calculated for 49 countries doinz business with
Ny

3
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AmerfFan exporters (Taale One). These costs ran~ed from a low of three cents

) .
in South horea, to a hich of 51, 67 in Saudi Arabia~ ihile there are probably -

. <

a.great number of additionalcfactggsjﬁhich might help expLain the narﬁed

rom a constant fiﬂure, predatory pricing _
“ # . & SO
rby monoooly'firms cannot be'ruled out, In addition, the unexpected discov%ry
s [ T we - *

that Chile, South Korea and Taivan had by far the lowest CPrs provides some
e

o diVergence of those C?}, estimates

support for ‘a dultural imperialism thesxs vhicn would suagest thatstnere
A ¥

"is puch mbre at stake than short-run foreian excnanoe nains. .,ﬂ

When econonic power is- qét 134 itSelf enouah to maintain Aneritan firms -
-in the doninant positien in the entertafnment mar kets of the world, the
W 4 . [ . . N > 3 -

‘record-suggests that political pressures are then prought:to beara As a‘
witness before the Sen}te.Committee.on Foreign Relations, Jask‘Vhlenti Spoke

.opghly of his dep?ndende‘upon State Departmed% musgle in his negotiations‘f
v . : ] _ )

W th.foreign rrOVernzﬁents.

Y .
fany times oUr amoassadors‘have accompqpied me to conferences with’

- heads of state and qith leading cabinet officials to expreSs the concerns
of the United Stages in a successful outcome (3!;."

~

Such behind-the~scenes prdssure has been successful recently for temﬂorarily

o

‘
- »

keeping the UX fron lowerina its quota on inported televiszon provrams froh
. A

24 tollz nercent (3394 ' . . o -IJ .

By now, it should be,clecar that there is sufficient reason’ for any
N . ’ N . N
‘nation that vants to develop its ovn production capacity to seek protection
L
azainst the miont of the American cartel, Mot ‘even the B3C appears able to

LN

hold its own against tiie competitive pressures ﬂen rated by the%e firns in
increasing their ahnual take in the entertainment market, If unfair,fanti-

*

‘-'

competitive practices provides the basis fgr sovernment action in the U3,

‘and protective tarrifs exist in great number to protect threated’US.
industries, why should weé expect anything les§7fron our neighbors around &

the world? 7 | ( o . .
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"CULTUZAL POLLUTION. / . AP N
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? -1n~thi§ fin§l ectign, Hrould 1iken~to ﬂeturn briefly tq-an earlier

sLaterent aoouL tne oroduct on of gudiencel. A~ oﬂythe .and - others have
’ 1 v -

1 M v -

noted in tlé gqsﬁ commer¢ al bv'oadcastirvr ; an. 1mdustry whichbproduées

L o >
:lﬂ \‘* ‘4',‘ ~ o
" audienceskﬁor ﬂale tg advcrtisors, or ther eoonsors. &8 'imany ;ndustry, o

v o o '\/

there §S~ore tnav one uay to orodhce a desirec level of output, thouvh some

o

o&’ v

are wnrfqefficient tﬁan other y ovn research into audience production -
~——-.~ a .

‘ %

functions for ‘American’ televzslon (33) has heen able to. ekolain as much .
. 4 B N
"+ as 70% of the variance in the size of th ca5 television audience with N

reasures-of the amount of violeace in edcﬁ proaram. Ve have seen that in
the 1nternationa1 marliet, the Arerican £orﬂula, well-laced with sex and

v101€;2c, is perhaps the nost dfficient technoloay for audience production e

. S I s
presently devoloped. , oL ) /} . N .// o,
- <

fever, in tae US, and in most other advancea capitalist states,‘
. ‘: N ] .
?nduotogos arc not frece to use any tccnnolo"y they cnoose. Or, more
2 €. - . v
specifically, tnere-are rogu_ations which ‘limit or control the use of

——

'Qwhcerta1n factors of productio* because of tae ehternalities associated with,

v

tueir use. tihile atomic. poﬁer , in the absence of re”ulation night be, the

i3 4

rost COStrPffICIGnt means of oroducing,electricity@ tne society has correctly

deterﬁined that there are sufficient danaers a55001ated witn the use of this
° - ‘ . o
technology, that some rezulation is required. Efforts to reduce air pollution,

. water-pollution, noisc pollution, or even urban congestion "through the )
. 1 - i > : (S pe4 )

. )‘i. M

* - regulation of industrial processes arc ac¢@oted forms of ﬂovernment actiob.
oS .
oI vish to surmest that ‘there is a clear analogy to be mnade with %#nce

soroduction. The use of the rost efficieit technology for audience production

LN

is unav01daoly accompanied by vhat wnat‘ye might call cultural pollution.

7] ; .
There is a rich literature in the Uy establishing jhe'link between exposure
T ( - ‘ : . . R B ' :

- . . . '
. » . \ -t
'
“ } . . Y
L. AP )
. . - s
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to television-violence and agressive behavior in children, The FIC is

[

wadin" tnrough nountai s.of cv1dence which links television viewing with
! ! .

| dental ard other health oroblers in ‘children, The vorl of Gerbner and his

N } . 1Y
colleaﬂues at tne dnxversity of Peonsvlvanla *as provided convmcincr evidence .

-

{ that the. more television one watches, the moreone "comes: to see the world in

'
. -

television terms . gnd, because theé world of televisxon diverges

sianificantly from tne world of everyday exnerience, heavy\nsers“of television
Q . »

develop a distorted view of - socxety. They tend to overestimate the amount of

violence in ;he world,. oVerestimate the probability of thJQr becoming victims

of violent assault, and more-iwportantly, are more willing tg have the police
or other spcial agents take a(,:essavé action to protect them frdm their - R
, - oL

neighbors. : ‘ ¥ ' e e
TeIEVision is replacing parents, peers, teachers dnd. sthe church as

* the ﬁrimary sooializing'agents'fn society. Television feaches values;’ .

”and it does so throuah the constant 'epetitron‘of formulas where the

. .

"good 0uys" win and the t'bad guys C or hclpless cals)" loSe. Televxsion R
v v

also teache options, provxdes a. yardstick aﬂainst which to evaluate’

"yourself, your fanily and friends, dand always core up short. American:
* \
teleV1sion, in a foreiwn land cannot help’ but’ pollute the social atmosphere. )
1 .
K4 -

Rather than react with alarm when a progressive crovernment questions the -
N

‘wisdom of providing its citizens with a daily dose of Happy Days .and 'the

ulk, .we should applaud tneir foresight, and wish them lucks.

[4 + -~ *

B o
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“ Progran Costs Per Thousand Television Sets (CBY)
. Nedian S loo) (8) o Median (oqﬁ-(’ﬁ
Sdi Arbia 00 f0 LGS - Argentina 180 who
Syria | 60‘5':_"__' ’ 377 ",\,.1‘59' , '4lBerl'mudaf" 38 '# 274 \
‘Algeria olegg T ‘5307 179 | Brgzi]{i.._\g‘-f 4500 135050:“ '\
CRaya '45~ e hile -~ . 98 10 |08
Ngeria b 15 S e Globid 325'\‘ 100\ (91
dubia - 50 8 1020+ \ostaKica 85 . 20 |
Hong Kong - "243' a w00/ .42 ! Doninican Reb 15 384
" Japan 3250 I 7 RS Bquador 15T 500
South Korea * 140 4540 4041, o ,Elsalv,adb,r') NI 7&;5' ,
. S.;ngapore,‘ , 8‘8 | 34 ) 4-255 : Gu‘.atﬁmala N\ 83 %0 vl
Malgpsia ;1S 530 ",,* .;%giti‘o o |.' 23 14
e Zealand, 400 N ‘ ! jniucas ( B
Ph1111p1nes 300 1000 N Mangica N 03 100
Tapwan 163 3500 Mibxico ﬂ 1 \ 1100 ? ‘
Thailand \ 175 1201 »' g Nether Autilles AL / 138
w e, mw o ) Figaragua \\ 150, 4
Swedqﬁ\ 1225 \ 3 9’ j/ﬁ“_ " Panama . A 50 7 L4010
 Italy 1900 12@6 X d’ﬂ' ",\‘ e P YLy ) Ws'oo.,j. LT
W Germany ; 3100 Azoo_é‘o oA " Duerto Rico, o 67@ oome 80
 France \/ | 527(1 l '1;6000-;/; ..328 (}U ts Trin & lToba‘go 85 CU0- _‘.607 :
om0 \‘ ' ol



TABLE ONE (Contimued)

- . Median  (000) L (8)
Natlon Pr:ce* - Setst CPM
Uruguay '3 . '80 30 . 222

vmss- I

. )
Iran - - 625 2000 . . ,312

Tsradl ,'__1'50 |1
Lebaion, 105 .45 0.

»
n

. Varlefy, Anrll l9, 1978 (rounded median score) ’

o Movlg/TV ﬂarkefung, July 1978 (rounded)

" Nation

%enezueli X

A Egypt

- |
'

. .

Iraq

Kuwait

" (600)

(5)
(PM

\\\Sets+
S G
~ 1400
oty 1000
360
550
~No
» A
,

23
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