Before the

Federal Communications Commission

In the Matter of

Washington, D.C. 20554

2006 Quadrennial Regulatory Review —Review of ) MB Docket No. 06-121
the Commission’s Broadcast Ownership Rules and )
Other Rules Adopted Pursuant to Section 202 of )

the Telecommunications Act of 1996

2002 Biennial Regulatory Review —Review of the
Commission’s Broadcast Ownership Rules and
Other Rules Adopted Pursuant to Section 202 of
the Telecommunications Act of 1996

Cross-Ownership of Broadcast Stations and

Newspapers

Rules and Policies Concerning Multiple Ownership
of Radio Broadcast Stations in Local Markets

Definition of Radio Markets

Ways to Further Section 257 Mandate and To Build

on Earlier Studies

MB Docket No. 02-277

MM Docket No. 01-235

MM Docket No. 01-317

MM Docket No. 00-244

MB Docket No. 04-228

N N N N N N Y o N N N N N N N N

COMMENTS OF CONSUMERS UNION,
CONSUMER FEDERATION OF AMERICA AND FREE PRESS

Gene Kimmelman

Vice President for Federal and
International

Policy

Consumers Union

1101 17th Street, NW Suite 500
Washington, DC 20036
202-462-6262

Ben Scott

Policy Director

Free Press

501 Third Street, NW, Suite 875
Washington, DC 20001
202-265-1490

Mark Cooper

Director of Research

Consumer Federation of America
1424 16th Street, N.W. Suite 310
Washington, D.C. 20036
301-384-2204

October 1, 2007



SUMMARY

In this Further Notice of Proposed Rulemaking the Commission seeks input into
proposals that are ostensibly designed to increase ownership of broadcast entities by
women and people of color, a policy goal mandated by the 1996 Telecommunications
Act.

In order to adequately implement this directive of the Act, the Commission must
first have a complete, accurate, thorough, and robust understanding of the true level of
female and minority ownership; how that level has changed over time; and how past
policies have impacted such owners.

However, the Commission has absolutely no idea what the true state of
female and minority broadcast ownership is. This serious charge is not unfounded,
but demonstrated in stark fashion by the Commission’s own recent effort to assess the
number of female and minority owned broadcast stations during the period of 2002 to
2005. As we demonstrate in these comments, this assessment effort -- carried out in
Media Ownership Study #2 -- failed miserably, missing over half of all female- and
minority-owned broadcast stations. For example, we show that in the 2005 tallies, the
Commission missed 69 percent of the minority-owned TV stations and a full 75
percent of the female-owned TV stations.

Why did the Commission fare so poorly in its assessment effort? The answer is
simple; it did not take the time to do the hard work needed to sift through the electronic
mess that is embodied in its Form 323 Ownership data. Contrary to the Commission’s
assertion, the raw data itself is actually in good shape and is quite reliable; it is how the

Commission has gone about harvesting the raw information that is the cause of its error.



We have done the hard work of determining the ownership racial/ethnic/gender
status of the universe of each full-power commercial broadcast radio and television
station. Our research, the first ever comprehensive and complete assessment of female
and minority ownership is presented in these comments, and the findings are stark.
Women and people of color are vastly underrepresented in broadcast station ownership.
They are more likely to be local single-station owners, and are extremely vulnerable to
the pressures of local media market concentration and consolidation. In these comments
we present empirical evidence that demonstrates to the Commission that any policy
changes resulting in increased market concentration will unambiguously lead to a decline
in the level of female and minority ownership.

Given the finding that the Commission has done a terrible job performing the
basic task of assesssing just who owns what stations, it seems obvious that the FCC
should take pause and halt its march towards consolidation. The court in Prometheus
clearly wished for the Commission to assess the impact of proposed rule changes before
implementing them. In particular, the 3" Circuit directed the Commission to focus on the
impact on minority and female owners of any such rule changes. But how can the
Commission assesss the impact of past rules and model the impact of potential future
policies if it has no basic understanding of just which stations are actually owned by
women and people of color? The simple answer is, it cannot. Therefore, the
Commission should clear this basic data hurdle prior to moving forward with rule
changes that would dramatically increase local market concentration and thus decimate

female and minority ownership.



In these comments we use the lessons from our comprehensive research to
evaluate the potential impacts and outcomes of the 34 Proposals contained within this
Further Notice. While many of the proposals contained in the Further Notice warrant
study and careful consideration by the Commission (as it fixes its deplorable ownership
research), several of the Proposals will have immediate and long-term negative impacts
on minority and female owners. This is simply because these certain proposals allow for
massive local market consolidation and concentration with minimal benefits in terms of
immediate increases in the number of stations owned by women and people of color.

We urge the Commission to proceed with caution, and first establish the portfolio
of research that is needed to adequately make these important public policy decisions.
We recommend that the Commission create a fully independent bi-partisan Ownership
Task Force devoted to this specific issue of promoting ownership diversity.

Finally, we remind the Commission that ownership rules mitigating media market
concentration and consolidation exist for a reason: to increase diversity and localism in
ownership, which in turn produces more diverse speech, more choice for listeners, and
more owners who are responsive to their local communities and serve the public interest.
The path for the Commission is clear: if it intends to promote the diversity, localism,
female and minority ownership, and the other important goals of the Communications
Act, then the best actions to take are ones that roll back consolidation and de-concentrate

local markets.
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L INTRODUCTION

A. Interest and Expertise of Commenters

Consumers Union, the publisher of Consumer Reports®, is an independent,
nonprofit testing and information organization serving only consumers. CU does
advocacy work from four offices in New York, Washington, San Francisco, and Austin.
CU’s public policy staff addresses a broad range of telecommunications, media and other
policy issues affecting consumers at the regional, national and international level. CU
staff members frequently testify before Federal and state legislative and regulatory bodies
and participate in rulemaking activities at the Commission and elsewhere.

The Consumer Federation of America is an advocacy, research, education and
service organization established in 1968. CFA has as its members some 300 nonprofit
organizations from throughout the nation with a combined membership exceeding 50
million people. As an advocacy group, CFA works to advance pro-consumer policy on a
variety of issues before Congress, the White House, federal and state regulatory agencies,
state legislatures, and the courts.

Free Press is a national nonpartisan organization working to increase informed
public participation in crucial media policy debates, and to generate policies that will
produce a more competitive and public interest-oriented media system with a strong

nonprofit and non-commercial sector.



II. DISCUSSION
A. The Commission Has Failed to Adequately Account for the True Level of

Female and Minority Ownership of Full-Power Commercial Broadcast
Outlets

Historically, women and racial and ethnic minorities have been under-represented
in broadcast ownership due to a host of factors -- including the fact that some of these
licenses were originally awarded decades ago when the nation lived under segregation.
The FCC, beginning with its 1978 Statement of Policy on Minority Ownership of

Broadcasting Facilities, repeatedly has pledged to remedy this sorry history."

Congress also has recognized the poor state of female and minority ownership.
The Telecommunications Act of 1996 (“The Act”) contains specific language aimed at
increasing female and minority ownership of broadcast licenses and other important
communications media.” The Act requires the FCC to eliminate “market entry barriers
for entrepreneurs and other small businesses” and to do so by “favoring diversity of
media voices.”® The Act also directs the Commission when awarding licenses to avoid

“excessive concentration of licenses” by “disseminating licenses among a wide variety of

' Statement of Policy on Minority Ownership of Broadcasting Facilities, 68 FCC
2d, 979, 980 n. 8 (1978).

247 U.S.C.§257, §309(j)

* Section 257 is contained within Title II of the Communications Act and thus
does not directly encompass broadcast services. However, the Commission has
interpreted some aspects of the language of §257 to apply to broadcast licensing. In 1998,
the Commission stated: “While telecommunications and information services are not
defined by the 1996 Act to encompass broadcasting, Section 257(b) directs the
Commission to "'promote the policies and purposes of this Act favoring diversity of media
voices' in carrying out its responsibilities under Section 257 and, in its Policy Statement
implementing Section 257, the Commission discussed market entry barriers in the mass
media services.” See FCC 98-281, Report and Order: In the Matter of 1998 Biennial
Regulatory Review -- Streamlining of Mass Media Applications Rules, and Processes --
Policies and Rules Regarding Minority and Female Ownership of Mass Media Facilities,
MM Docket No. 98-43, November 25, 1998, herein after referred to as the Form 323
Report and Order.



applicants, including small businesses, rural telephone companies, and businesses owned

by members of minority groups and women.”*

The Commission initially appeared to take this mandate seriously. In 1997, the
Commission completed a proceeding, as required by the Act, which identified barriers to
entry for small businesses (and has been interpreted to include minority- and female-
owned entities) and set forth the agency’s plan for eliminating these barriers.’

Unfortunately, subsequent triennial reports have lacked substance.®

In 1998, the Commission further demonstrated its seriousness by taking a crucial
first step to determine the actual state of female and minority ownership of broadcast
radio and television stations. That year, the FCC began requiring all licensees of full-
power commercial stations to report the gender and race/ethnicity of all owners with an
attributable interest in the license.’ In the Form 323 Report and Order, the Commission

stated:

Our revised Annual Ownership Report form will provide us with annual
information on the state and progress of minority and female ownership
and enable both Congress and the Commission to assesss the need for, and
success of, programs to foster opportunities for minorities and females to
own broadcast facilities.®

47 U.S.C.§309()

> “In the Matter of Section 257 Proceeding to Identify and Eliminate Market
Entry Barriers for Small Businesses,” Report, GN Docket No. 96-113, 12 FCC Rcd
16802 (1997).

® In his dissenting statement on the 2004 Section 257 report, Commissioner
Michael Copps described the report as a “a slapdash cataloging of miscellaneous
Commission actions over the past three years that fails to comply with the requirements
of Section 257.”

"47 C.F.R.73.3615

® Report and Order, In the Matter of 1998 Biennial Regulatory Review
Streamlining of Mass Media Applications, Rules, and Processes Policies and Rules



Other than this monitoring effort, the FCC has done very little to promote female
and minority broadcast ownership (and the follow-up on this monitoring has been
abysmal). In its 1999 Order that allowed television duopolies, the Commission paid lip
service to concerns about the policy change’s effect on minority and female ownership,
but still went forward with rule changes that allowed increased market concentration.” In
2004, the Commission sought input into how it could better implement Section 257 of the
Act.*® Until this current Further Notice, there has been virtually no action made towards

evaluating the findings of the original Section 257 studies.

In the 2003 Order the Commission assured the public that ownership diversity
was a key policy goal underlying its approach to ownership regulation."’ However, the
Third Circuit found otherwise, stating that “repealing its only regulatory provision that
promoted minority television station ownership without considering the repeal's effect on
minority ownership is also inconsistent with the Commission's obligation to make the
broadcast spectrum available to all people ‘without discrimination on the basis of

race"”lZ

Before considering the potential effects of policy changes on female and minority

ownership, the Commission must first know the current state of ownership and evaluate

Regarding Minority and Female Ownership of Mass Media Facilities, MM Docket Nos.
98-43; 94-149, FCC 98-281 (1998).

? Report and Order, In the Matter of Review of the Commission's Regulations
Governing Television Broadcasting Television Satellite Stations Review of Policy and
Rules, MM Docket Nos. 87-8. 91-221, FCC 99-209 (1999).

19 MB Docket No. 04-228, “Media Bureau Seeks Comment on Ways to Further
Section 257 Mandate and to Build on Earlier Studies” DA 04-1690, June 15, 2004.

' See 2003 Order, “Encouraging minority and female ownership historically has
been an important Commission objective, and we reaffirm that goal here.”

12 See Prometheus, note 58.
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the effects of previous policy changes. No one should be in a better position to answer
these questions than the FCC itself. The Commission possesses gender and race/ethnicity
information on nearly every single broadcast entity and knows exactly when licenses

changed hands.

However, the FCC has no accurate picture of the current state of female and
minority ownership, and shows no sign of taking the matter seriously. Though the
Commission has gathered gender and race/ethnicity data for the past seven years, it has
shown little interest in the responsible dissemination of the information contained within

the Form 323 filings.

This lack of interest or concern is made evident by the FCC’s own Form 323
summary reports. Station owners began reporting gender/race/ethnicity information in
1999, and the FCC released its first "summary report" in January 2003 (for reporting in
2001)."° A second summary followed in 2004 (for reporting in 2003).** The most recent
report was issued in June 2006 (for the 2004-2005 period)."> However, calling these
publications “summary reports” is somewhat misleading, as they are merely a listing of

each minority- or female-owned station's Form 323 response and not aggregated in any

'3 Though this data summary is not directly displayed on the FCC’s ownership
data page (http://www.fcc.gov/ownership/data.html), it can be downloaded at
http://www.fcc.gov/ownership/ownminor.pdf and
http://www.fcc.gov/ownership/ownfemal.pdf

'* Though this data summary is not directly displayed on the FCC’s ownership
data page (http://www.fcc.gov/ownership/data.html), it can be downloaded at
http://www.fcc.gov/ownership/owner_minor 2003.pdf and
http://www.fcc.gov/ownership/owner female 2003.pdf

1> http://www.fcc.gov/ownership/owner_minor 2004-2005.pdf and
http://www.fcc.gov/ownership/owner female 2004-2005.pdf

11



manner. No information on the stations not reportedly owned by women or minorities is

given.

Closer examination of these summary reports reveals significant problems. For
starters, on the FCC Web site where the most recent summary files are provided for
download, there is a paragraph that explains the purpose of the data and provides a brief
summary of the tally.'® This Web site lists the total number of stations that filed Form
323 or Form 323-E in the 2004-2005 calendar year, and then lists the total number of
stations that the FCC determined are owned by women or people of color. All
commercial stations are required to report the race/ethnicity and gender of station owners
on Form 323. Form 323-E requires all non-commercial educational stations to report the
identity of station owners, but does not require the disclosure of the race/ethnicity or

gender information.

However, since stations that file Form 323-E don 't report gender or race/ethnicity
information, it is perplexing why the FCC Web site reports the total number of stations
that filed either form. This ambiguous reporting has led to some observers using these

summaries to erroneously report the wrong percentage of stations owned.'’

'¢ http://www.fce.gov/ownership/data.html

"7 For example, Howard University Professor Carolyn M. Byerly in an October
2006 report writes: “FCC data indicate that in 2005, women owned only 3.4% and
minorities owned only 3.6% of the 12,844 stations filing reports.” This report was based
on the flawed FCC summaries of Form 323 data (see “Questioning Media Access:
Analysis of FCC Women and Minority Ownership Data,” Benton Foundation and Social
Science Research Council, October 2006). Also, in his book Fighting For Air, New York
University Professor Eric Klinenberg writes that “by 2005, the FCC reported that only
3.6 percent of all broadcast radio and television stations were minority-owned, while a
mere 3.4 percent were owned by women” (page 28). These are the exact but inaccurate
percentages obtained from the information on the FCC 323 summary Web site. They
were calculated by dividing the number of reported stations by the total number of

12



Other problems exist in these summaries. Some station owners listed in the 2003
summary are missing from the 2004 report but reappear in the 2006 summary, despite the
fact that ownership had not changed during the interim period. Certain stations have
ownership interests that add up to more than 100 percent. In some instances, the type of

station facility (AM, FM or TV) is not specified.

But the most alarming problems are ones of omission. Not a single station owned
by Radio One is listed by the FCC, even though the company is the largest minority-
owned radio broadcaster in the United States. Stations owned by Granite Broadcasting,
the largest minority-owned television broadcaster, are also missing from the summary
reports. However, examination of the individual Form 323 filings for these stations shows

that they are indeed minority-owned. Why aren't they in the FCC’s summary?

The answer likely lies in how the larger-group stations report ownership
information, and how the FCC harvests the information for their summary reports. Most
of the licenses of those stations missed by the FCC are “owned” by intermediate entities,
which are -- in some cases -- many degrees separated from the “actual” owner. Some
stations file more than 20 separate Form 323 forms (one for each holding entity), with the
true owners listed on only one form. And in many cases, the actual ownership
information is attached as an exhibit and not listed on the actual form. Thus the FCC,
which tabulates the information for its summaries by harvesting these electronic forms
via an automated process, misses stations that file in this convoluted and confusing

manncr.

stations that filed Form 323 or Form 323-E (438/12,844 = 3.4 percent women-owned;
460/12,844 = 3.6 percent minority-owned).

13



The Commission’s lack of understanding of its own Form 323 data became even
more apparent when the Media Bureau released previously unpublished internal studies
that attempted to ascertain the true state of female and minority broadcast ownership.'® A
draft dated November 14, 2005, reports that there were, as of 2003, 60 television stations
and 692 radio stations owned by women; and 15 television stations and 335 radio stations
owned by minorities.” However, our previous filings in this proceeding (containing the
data in the Free Press study Out of the Picture) showed that by the fall of 2006 there were
44 minority-owned stations, and this was not the result of a massive increase in minority
ownership. Indeed, the same FCC draft report indicated just a single African-American-
owned television station in the 2003 sample period. However, a review of Granite
Broadcasting’s (an African-American-owned company) Form 323 filing in 2003 showed
that they alone held nine full-power television station licenses.?® This internal summary is
deeply troubling in its inaccuracy and raises questions about the data analysis ability of
Commission staff, and the commitment of the Commission to accurately monitor female

and minority ownership.

But the biggest indication of the Commission’s failure to take seriously its

obligation to track female and minority ownership is seen in its most recent effort in this

'8 See http://www.fcc.gov/ownership/additional.html for documents released in
December of 2006.

12 http://www.fcc.gov/ownership/materials/newly-
released/minorityfemale011405.pdf

2% Furthermore, FCC data also indicates that during the timeframe of the FCC
analysis, there were at least three more African-American-owned stations (WJY'S, KNIN-
TV and KWCYV), bringing the number of African-American-owned stations to 12. The
FCC document reported two American Indian-owned stations; but at the time of this draft
study, FCC records indicate at least four American Indian-owned stations (KHCV,
KOTV, KWTV, and WNYB). The FCC document reported four Asian-owned stations;
but at the time of this draft study, FCC records indicate at least seven Asian-owned
stations (KBFD, WMBC, KBEO, KWKB, KCFG, KEJB and KKJB).

14



area -- the 10 Official “Research Studies on Media Ownership”.?' Study #2, “Media
Ownership Study Two: Ownership Structure and Robustness of Media” authored by FCC
staff fails miserably in its effort to tabulate the number of female and minority owned
broadcast radio stations. It appears that Study #2 likely missed well over half of all the
female- and minority-owned broadcast station. As we demonstrate below, the FCC
missed 75 percent of the TV stations that were female-owned in 2005, and missed 69
percent of the TV stations that were minority-owned in 2005. It is simply astonishing
that the Commission could make such an error, especially given the fact that the
CU/CFA/Free Press census of TV station racial/ethnic/gender ownership was readily
available both in the record in this proceeding, as well as reported in numerous media

outlets.

The authors of Study #2 chose to blame perceived imperfections in Form 323
data, and relied on flawed NTIA data as their starting point for assesssing minority
ownership. This was a fundamental flaw, and indicates a lack of seriousness on the part
of the Commission in fulfilling the mandates of Sections 257 and 309(j). The simple fact
is, the raw data contained in Form 323 individual filings is extremely reliable and useful.
The problems associated with Form 323 are not with the data, but how the Commission
automates the harvesting of the data from these forms. There are various aspects of how
Form 323 is submitted by owners that appear to be causing the Commission trouble in its
efforts to automatically harvest the data. Some stations file multiple forms for a single
station (because of the numerous shell or holding companies); some stations do not enter

the racial/gender/ethnic ownership information in the form, choosing to attach this

21 http://www.fcc.gov/ownership/studies.html

15



information separately (many forms that do this often have “See Exhibit” written where
the ownership information should be listed); some owners choose write “No change;

information on file” as opposed to properly filling out Form 323.

These are all roadblocks to the researcher who wishes to use automated scripts to
harvest Form 323 data. But they are not roadblocks to those who actually examine each
form. The simple fact is, the Commission appears to have taken the lazy way out
when faced with the choice of inaccurate automated data harvesting or accurate but

labor-intensive manual coding of Form 323 data.

Fortunately for the Commission, we did do the hard work of determining the
ownership of nearly every single licensed full-power commercial broadcast radio and
television station. The results from this effort and subsequent analysis are presented here
as Appendix A (the television results were filed in our October 2006 comments; the radio

results are presented here for the record for the first time).

Study #2 presented female and minority ownership information for the years
2002, 2003, 2004, and 2005. We analyzed the 2005 television data for accuracy and the

results are presented below.

Figure 1 details the full accurate list of all the full-power commercial TV stations
owned by women in 2005. For the stations that were female-owned but not captured by
the Commission in Media Ownership Study #2, we have listed the associated FCC file

numbers where confirmation of female-ownership can be found.

16



Figure 1: Accurate List of Female-Owned TV Stations (2005)

Accurate List of Female-Owned TV Stations in 2005

On 2005
Call Cleryperels Ry DMA O Slirdly 323 FCC Files Confirming Ownership Status
Owner 21
Summary?

KCEN-TV |Anyse Sue Mayborn  |Waco-Temple-Bryan Yes Yes
KEYCTV_|Brown Family Mankato No Yes  |B0A-20040930BDK, BOA-20041001AKY,
WWNY-TV |[Brown Family Watertown No Yes BOA-20060929A]1, BOA-20060929BEL
WWSB Brown Family Tampa-St. Pete (Sarasota) No No !
KSBI Brus Family Oklahoma City Yes No
KVTH Caldwell Family Little Rock-Pine Bluff No Yes
KVT] Caldwell Family Jonesboro No Yes BOA-20050111AAS
KVIN Caldwell Family Little Rock-Pine Bluff No Yes
KDKF Carolyn Chambers Medford-Klamath Falls No No
KDRV Carolyn Chambers Medford-Klamath Falls No No BOA-20050930BKK, BOA-20050930BKA
KEZI Carolyn Chambers Eugene No No
KAIL Claire Reis Fresno-Visalia No No BOA-20050721ADW
WNYB Coonce Family Buffalo No Yes BOA-20050201BHY
KFOX-TV |Cox El Paso (Las Cruces) No No All Cox 2005 ownership info is contained in BOA-
KUY Cox San Fancisco OakSan Jose No | No [mmmMIROLKCm s
KRXI-TV  |Cox Reno No No ownership then, but into a trust that did not make any
KTVu Cox San Francisco-Oak-San Jose No No change in the actual voting control over the company; see
KIRO-TV |Cox Seattle-Tacoma No No BALCT-20051123AIU
WAXN-TV |Cox Charlotte No No BALCT-20051123AGT
WFTV Cox Orlando-Daytona Bch-Melbrn No No BALCT-20051123AGT
WHIO-TV |Cox Dayton No No BALCT-20051212ACR
WJAC-TV |Cox Johnstown-Altoona No No BALCT-20051123AGT
WPXI Cox Pittsburgh No No BALCT-20051123AGT
WRDQ  |Cox Orlando-Daytona Bch-Melbrn No No BALCT-20051123AGT
WSB-TV  |Cox Atlanta No No BALCT-20051123AGT
WSOC-TV |Cox Charlotte No No BALCT-20051123AGT
WTOV-TV |Cox Wheeling-Steubenville No No BALCT-20051123AGT
WMYA-TV |Cunningham Greenvll-Spart-Ashevll-And No No BOA-20050728AGP
WNuv Cunningham Baltimore No No BOA-20050601AXM
WRGT-TV |Cunningham Dayton No No BOA-20050601AXM
WTAT-TV |Cunningham Charleston, SC No No BOA-20050728AGP
WTITE Cunningham Columbus, OH No No BOA-20050601AXM
WVAH-TV |Cunningham Charleston-Huntington No No BOA-20050601AXM
WLJC-TV |Drake Family Lexington Yes Yes
WTXL-TV |Ellis/Smith/Hardy Tallahassee-Thomasville No No BALCT-20050609AAK; BOS-20060214ADL
KCHF Gonzalez Family Albuquerque-Santa Fe Yes Yes
KIDY Hawk/Brown San Angelo No Yes BOA-20050401BQC
KXVA Hawk/Brown Abilene-Sweetwater Yes Yes
WBPH-TV |Huber Family Philadelphia Yes Yes
KGWC-TV |Julie Jaffee Casper-Riverton No No BALCT-20030826ALR; BOS-20060629AAX
KGWL-TV |Julie Jaffee Casper-Riverton No No BALCT-20030826ALR; BOS-20060629AAX
KGWR-TV |Julie Jaffee Casper-Riverton No No BALCT-20030826ALR; BOS-20060629AAX
WZVN-TV |Lara W. Kunkler Ft. Myers-Naples Yes No
KPX] Lauren Wray Ostendor{Shreveport No Yes BOA-20050121AEB
KTSF Lincoln-Howell Family|San Francisco-Oak-San Jose Yes Yes
KIDA Marcia T. Turner Twin Falls No No BLCT-20030409AAG; BON-20060420AAH
KBMY Marcil Family Minot-Bismarck-Dickinson No No BOA-20050201AX]J; BOA-20051129ACG
KMCY Marcil Family Minot-Bismarck-Dickinson No No BOA-20050201AX]J; BOA-20051129ACG
WDAY-TV |Marcil Family Fargo-Valley City No No BOA-20050201AX]J; BOA-20051129ACG
WDAZ-TV |Marcil Family Fargo-Valley City No No BOA-20050201AX]J; BOA-20051129ACG
WIVA Margaret & Mary Spain Columbus-Tupelo-West Point Yes Yes
WFMJ-TV |Mark & Betty Brown |Youngstown No No BOA-20050509AAY
WINK-TV |[McBride Family Ft. Myers-Naples No Yes BOA-20040929AEL; BOA-20060929ABH
KBEO Myoung Hwa Bae Idaho Falls-Pocatello No Yes BOA-20050601BSS
KCFG Myoung Hwa Bae Phoenix (Prescott) No Yes BOA-20050601BOE
KEJB Myoung Hwa Bae Monroe-El Dorado Yes Yes
KWKB Myoung Hwa Bae Cedar Rapids-Wtrlo-IWC&Dub Yes Yes
KPIF Myoung Hwa Bae Idaho Falls-Pocatello Yes Yes
KNOE-TV |Noe Family Monroe-El Dorado No No BTCCT-20050809ACF; BOS-20050926ADC
WHIZ-TV |Norma Jean Littick Zanesville No Yes BOA-20050517AAU; BOA-20050517AAW
KLSR-TV  |Patricia Smullen Eugene Yes Yes
KOBI Patricia Smullen Medford-Klamath Falls Yes Yes
KOTI Patricia Smullen Medford-Klamath Falls Yes Yes
KLEI Racine Family Honolulu No Yes BOA-20051007AAB
WACY Shirly A. Martin Green Bay-Appleton No Yes BOA-20050727AI1
WKTC Stefanie D. Rein Columbia, SC Yes No
WOAY-TV |Thomas Family Bluefield-Beckley-Oak Hill No No BON-20040528ALI; BOA-20060601BCL
KTMW Whitney/Openshaw |Salt Lake City Yes No
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Figure 2 list stations that were deemed to be female-owned by the FCC in Study
#2, but were in fact not. As shown in the associated FCC file numbers, these stations
were either sold to non-female owners in 2005, had their license canceled, or did not have

greater than 50 percent of the voting shares held by one or more women.

Figure 2: Stations Erroneously Listed in FCC Study 2 As Female-Owned (2005)

Stations Listed in Study 2 As Female Owned in 2005,
But Not Actually Female-Owned

Call Status in 2005 FCC Files Confirming Ownership
Status
. BOS-20061101AAC, BALCT-
KCWE Sold in 2005 20050810ABL
BOS-20040907AAR, BOS-
20040907AAQ, BOS-20060302ABC,
0,
KMVT  100% Male votes BOA-20060530ADU, BALCT-
20040422AAY
0, 0,
Knmr |07 Male, 50% BOA-20050729DKH
female
Female Votes =
KTBS 35.57% BOA-20050127AHW
WGSA Female votes = 29.5% [BON-20041201ATE, BOA-
(but voted by a man) (20061201AGH
0, 0,
wwrs  |20% Male, 50% BOA-20050729DK]J
female
Female as of 5/05, but
KTFL license cancelled later [BLCT-20001220ACN
that year
0, 0,
Kiwp | 20% Male, 50% BOS - 20051110AEZ
female

In total, the FCC only accounted for 17 of the 68 stations that were actually

owned by women in 2005. This means that in its most recent, official, and presumably

best effort at assesssing female ownership, the Commission missed 75 percent of the

actual female-owned TV stations (see Figure 3).
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Figure 3: FCC’s Failure to Accurately Assesss Female TV Ownership (2005)

Accounting of FCC's Ability to Accurately Report Female-Ownership (TV, 2005)

Total Number of Actual U.S. Full-Power Commercial Stations Owned by

Women in 2005 08
Total Number of Actual U.S. Full-Power Commercial Stations Owned by 17
Women in 2005 Accounted for in Study 2

Total Number of Actual U.S. Full-Power Commercial Stations Owned by 51
Women in 2005 Missed by Study 2

Percent of Female-Owned Stations (2005) Missed by FCC Study #2 75%

Figure 4 details the full accurate list of all the full-power commercial TV stations
owned by minorities in 2005. For the stations that were minority-owned but not captured
by the Commission in Media Ownership Study #2, we have listed the associated FCC file

numbers where confirmation of minority-ownership can be found.

Figure 5 lists stations that were deemed to be minority-owned by the FCC in
Study #2, but were in fact not. As shown in the associated FCC file numbers, these
stations were all sold to Liberty Corporation far before 2005. In fact, these stations are
the three formerly owned by Frank Melton, WLBT, KTRE and KLTV. WLBT in
particular is a very noteworthy station in the history of minority broadcasting, being one
of only two stations to have had its license revoked by the FCC (for violations of the
Fairness Doctrine via its flagrant, pro-segregationist activities in the 1950s and 1960s —
which included selling airtime to the Klu Klux Klan). After being stripped of its license
in 1971, WLBT came under the control of the African-American-owned group
Communications Improvement, which sold the station in 1980 to TV3 Inc., a group
owned by Melton, an African-American. Melton helped improve the station's news

operations and took over first place in the ratings. However, by 2000, Melton felt he
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could no longer compete with the large corporate station owners for programming and

advertising revenue, and sold all three stations to Cosmos Broadcasting, a subsidiary of

Liberty Corp. (now called Raycom Media, the 14th-largest broadcast owner in the

nation).” For the Commission to compound its error of missing numerous minority-

owned stations with this failure to recognize a pivotal loss of a minority-owned TV

company is truly tragic.

Figure 4: Accurate List of Minority-Owned TV Stations (2005)

Accurate List of Minority-Owned TV Stations in 2005

Call Clo s LT Race |Gender DMA OnEiy On FCC Files Confirming Ownership Status
Owner 2% Summary?
'WGEN-TV |Alejandro Santo Doming{H/Lat| M |Miami-Ft. Lauderdale No No BOS-20050824ACK
KBFD Chung Family A M |Honolulu No Yes BOA-20050930BRS
'WNYB Coonce Family IAI/AN| F |Buffalo No Yes BOA-20050201BHY
KTGF Darnell Washington B/AA| M |Great Falls No Yes BOS-20050207ABF; BOA-20051201BFK; B
KCHF Gonzalez Family H/Lat) F |Albuquerque-Santa Fe Yes Yes
KBJR-TV  |Granite B/AA| M |Duluth-Superior No No BOA-20050801DPW
KBWB Granite B/AA M [San Francisco-Oak-San Jose No No BOA-20050801DPW
KRII Granite B/AA| M |Duluth-Superior No No BOA-20050801DPW
KSEE Granite B/AA| M |Fresno-Visalia No No BOA-20050801DPW
'WEEK-TV |Granite B/AA| M |Peoria-Bloomington Yes No
'WISE-TV  |Granite B/AA| M |Ft. Wayne No No BOA-20050801DPW
'WKBW-TV |Granite B/AA| M |Buffalo Yes No
'WMYD Granite B/AA| M |Detroit No No BOA-20050801DPW
'WTVH Granite B/AA| M |Syracuse Yes No
KOTV Griffin Family IAI/AN| M |Tulsa No Yes BOA-20050425ABY
KQCW Griffin Family IAI/AN| M |Tulsa No No BALCT-20051006ACI
KWTV Griffin Family IAI/AN| M |Oklahoma City No No BOA-20050425ABX; BOA-20050425ABO
KFWD Hernandez Family H/Lat) NCI |Dallas-Ft. Worth No Yes BOA-20050324ADG
'WJJA Joel Kinlow B/AA| M |Milwaukee Yes Yes
WJYS Joseph Stroud B/AA| M |[Chicago Yes Yes
KHCV Kenneth Casey IAI/AN| M |Seattle-Tacoma No Yes BOA-20050927AHC
KMPX Liberman Family H/Lat) M |Dallas-Ft. Worth No No BOA-20050801BTL
KRCA Liberman Family H/Lat| M |Los Angeles No No BOA-20050801BTL
KZJL Liberman Family H/Lat| M |Houston No No BOA-20050801BTL
KNIN-TV |Lyle Banks B/AA| M |Boise No No BOA-20050613AEG
KSCW Lyle Banks B/AA| M |Wichita-Hutchinson Plus Yes No
KIDA Marcia T. Turner B/AA F Twin Falls No No BLCT-20030409AAG; BON-20060420AAH
KBEO Myoung Hwa Bae A F |Idaho Falls-Pocatello Yes Yes
KCFG Myoung Hwa Bae A F  |Phoenix (Prescott) No Yes BOA-20050601BOE
KEJB Myoung Hwa Bae A F |Monroe-El Dorado Yes Yes
KPIF Myoung Hwa Bae A F |Idaho Falls-Pocatello Yes Yes
KWKB Myoung Hwa Bae A F  |Cedar Rapids-Wtrlo-IWC&Du|  Yes Yes
KTAS Palazuelos Family H/Lat| NCI (SantaBarbra-SanMar-SanLuO] No Yes BOA-20050728AQA
KVIQ Palazuelos Family H/Lat)] M |Eureka Yes Yes
'WSBS-TV |Raul Alarcon Jr. H/Lat; M [Miami-Ft. Lauderdale No No BOS-20050824ADX; BOA-20031001BNP
'WMBC-TV (Rev Sun Young Joo A M [New York No Yes BOA-20050110AAT
'WRBJ Roberts Brothers B/AA| M |Columbia, SC Yes No
'WZRB Roberts Brothers B/AA M |Jackson, MS Yes No
KTDO Ronald Gordon H/Lat| M |[El Paso (Las Cruces) No No BOA-20060531AFP; BALCT-20040706AAV
KVMD Ronald L. Ulloa H/Lat] M |Los Angeles No No BOA-20050801CYV
KXLA Ronald L. Ulloa H/Lat] M |Los Angeles No No BOA-20050801CVA
'WMGM-TV |Sydney L. Small B/AA| M |Philadelphia No No BOA-20060130ASX; BOS-20040430AAR
KTLM Vale/Falcon H/Lat| M |Harlingen-Wslco-Brnsvl-McA No Yes BOA-20050401ALQ
KJLA Walter Ulloa H/Lat| M |Los Angeles No No BOA-20050801DBR
KVAW Zavaletta H/Lat| M [San Antonio No No BOS-20041115AFF; BALCT-20031215ABQ

?2 Kay Mills, “Changing Channels: The Civil Rights Case That Transformed
Television”, Prologue Magazine, Vol. 36, No. 3, Fall 2004.

20



Figure 5: Stations Erroneously Listed in FCC Study 2 As Minority-Owned (2005)

Stations Listed in Study 2 As Minority-Owned in 2005, But Not Actually Minority-

Owned

Call

Status in 2005

FCC Files Confirming Ownership Status

KLTV

WLBT-TV

KTRE

Non-Minority Owned
(Liberty Corp.)

Non-Minority Owned
(Liberty Corp.)

Non-Minority Owned
(Liberty Corp.)

BTCCT-20000801ACU; BALCT-20011116AAT;
BTCCT-20050909ADZ' BOA-20050531BLR

BTCCT-20000801ACU; BALCT-20011116AAT;
BTCCT-20050909ADZ' BOA-20050531BLR

BTCCT-20000801ACU; BALCT-20011116AAT;
BTCCT-20050909ADZ' BOA-20050531BLR

In total, the FCC only accounted for 14 of the 45 stations that were actually

owned by people of color in 2005. This means that in its most recent, official, and

presumably best effort at assesssing minority ownership, the Commission missed 69

percent of the actual minority-owned TV stations (see Figure 6).

Figure 6: The FCC’s Failure to Accurately Assesss Minority TV Ownership (2005)

Accounting of FCC's Ability to
Accurately Report Minority-Ownership (TV, 2005)

Total Number of Actual U.S. Full-Power
Commercial Stations Owned by Minorities 45

in 2005

Total Number of Actual U.S. Full-Power
Commercial Stations Owned by Minorities 14
in 2005 Accounted for in Study 2

Total Number of Actual U.S. Full-Power
Commercial Stations Owned by Minorities 31
in 2005 Missed by Study 2

Percent of Minority-Owned Stations
(2005) Missed by FCC Study #2

69%
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Though we did not verify the accuracy and completeness of Study #2’s radio
ownership data, there is compelling evidence to suggest the Commission also omitted a
substantial number of female- and minority-owned radio stations. In the 2007 Free Press
census of the racial/ethnic/gender ownership status of full-power commercial broadcast
radio stations (published in the study Off The Dial and made available in Appendix A of
these comments), we found that there were at least 609 female-owned stations and at
least 776 minority-owned stations as of February 2007. In Study #2 the FCC reported
376 female-owned and 378 minority-owned radio stations in 2005. There is simply no
evidence to suggest a near doubling in the level of female and minority radio ownership
in the interim, suggesting that the FCC missed approximately 40 percent of the female-
owned radio stations and missed approximately 50 percent of the minority-owned radio
stations. Given that in the case of TV the Commission included in its tally stations that
were not female- or minority-owned, it is likely that in total, the Commission missed
over half of the actual female- and minority-owned broadcast radio and television

stations.

This inability to even come close to accurately assesssing the state of female and
minority ownership simply because of a methodological choice shows an obvious lack of
concern by the Commission. This lack of concern is truly troubling given the
Commission's legal obligation to foster improved female and minority broadcast
ownership. The FCC has both the raw data and the resources to adequately address the
issues raised by the Third Circuit regarding minority ownership but chooses instead to

ignore this issue and rely on public commenters to do its job.
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We hope that this exposure of failure will cause the Commission to take pause
and reassesss its approach towards undertaking this proceeding. The issue of ownership
diversity is far too important to be built upon a flimsy foundation of basic empirical data.
Chairman Martin recently said, “To ensure that the American people have the benefit of a
competitive and diverse media marketplace, we need to create more opportunities for
different, new and independent voices to be heard.”? If the Chairman and the other
Commissioners truly believes this to be the case, then they should demand a complete
and accurate assessment of the ownership status of every single full-power commercial

broadcast station.

B. Given that the Commission Does Not Have Even a Basic Understanding
of the True Level of Female and Minority Broadcast Ownership, It
Cannot Adequately Assess the Impact of Any Rule Changes or Any
Policies Aimed at Promoting Ownership by Socially Disadvantaged
Businesses

As the above data demonstrates, the Commission does not posses its own basic
and accurate knowledge of the status of female and minority broadcast ownership, and
thus cannot adequately fulfill the mandates of Section 257, Section 309(j), nor the
remand of the elimination of the Failed Station Solicitation Rule by the 3" Circuit Court

of Appeals in Prometheus.

23 “Remarks of FCC Chairman Kevin J. Martin, 2007 AWRT Annual Leadership
Summit Business Conference, March 9, 2007, Available at
http://hraunfoss.fcc.gov/edocs_public/attachmatch/DOC-271371A1.pdf. At the same
event, Commissioner Robert McDowell stated that the data on female and minority
ownership was "extremely troubling" to him, and that he wanted to find out "why that
number is lower than in other industries." See
http://www.broadcastingcable.com/article/CA6423119.html?title=Article&spacedesc=ne
WS.
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Yet despite this lack of basic knowledge, the Commission has offered this Further
Notice and sought comments on policies that are purported to promote ownership by

women and people of color (under the banner of “Socially Disadvantaged Businesses” or

“SDBs”).

Since we have created an accurate and complete database on the
racial/ethnic/gender ownership status of all broadcast stations, and have used this
information to conduct substantial policy analysis concerning ownership regulations, we
are prepared to offer comment on this Further Notice. However, the Commission is
considering not only the 34 proposals contained in the FNPRM, but is in general
conducting a wholesale comprehensive review of all its broadcast ownership regulations
as a part of the 2006 Quadrennial Review. The potential rule changes under
consideration in the 2006 Review and those of the 2002 Review remanded by the 3™
Circuit will undoubtedly have tremendous direct impacts on current and potential future

female and minority owners.

Given the potential impact of rule changes on female and minority
ownership, and the demonstrated pitiful Commission assessment of the basic status
of this ownership, it is imperative that the Commission not move forward with any
rule changes until it has thoroughly and adequately repaired the mistakes of Study

#2.
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C. The Commission Should Form An Independent Task Force To Study and
Recommend Policies to Promote Ownership Diversity

While we strongly recommend the Commission repair the errors contained in
Study #2, the failures of the effort itself are stark enough to warrant multiple independent

assessments of the state of minority ownership and the effects of market consolidation.

Neither of the other two recent official ownership studies on the issue of female
and minority ownership (Study #7 and Study #8) undertook a proper assessment of this
issue. Study #7 simply reported previously released 2002 U.S. Census Bureau data.
This approach was fundamentally flawed however, since it reported the percentage of
broadcast businesses owned by women and minorities and not the percentage of stations
(given that women and minority broadcast owners are more likely to be single-station
owners, the percentage of businesses owned is a somewhat misleading statistic;
furthermore the Census SBO included more than just full-power commercial stations).
Study #8 relied on data from the flawed Study #2, partially augmented by the

CU/CFA/Free Press data.

The Commission would benefit greatly from independent expert counsel in this
area, conducted in the framework of a bi-partisan Task Force. A Task Force, if properly
funded and staffed, could solicit quality independent research and policy analysis into the
issue of female and minority ownership. Such a Task Force, if composed of stakeholders
and public interest advocates, could provide the Commission with neutral effective
recommendations that adequately fulfill the mandates of Sections 257 and 309(j), as well
as the general policy goals of promoting localism and antagonistic diverse sources of

opinion.
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D. Assessment of and Recommendations Concerning the 34 Proposals
Contained in the Second Further Notice of Proposed Rulemaking

i. Major Factors Influencing the Broadcast Market Entry and Exit
of Socially Disadvantaged Businesses

Data in the record, particularly data gathered from the 2000 Section 257 studies,
indicates that the primary factors influencing female and minority broadcast ownership

are media market concentration, access to capital and equity, and access to deals.

Theory supports these findings. As markets become more concentrated, the cost
of stations become artificially inflated, driving away potential new entrants in favor of
existing large chains. Concentration has the effect of diminishing the ability of smaller
and single-station owners to compete for both advertising and programming contracts.
This, combined with the inflated asset values creates immense pressure for the smaller

owners to sell their station licenses to larger owners.

This destructive cycle disproportionately impacts women and minority owners, as
they are far more likely to own just a single station in comparison to their white-male and
corporate counterparts. Current owners are driven out of markets; and discrimination in
access to deals, capital and equity combined with the higher barriers to entry created by

consolidation shut out new female and minority owners from market entry.

Thus it is clear: if the Commission intends to promote ownership diversity, it
cannot accomplish this goal while simultaneously enacting policies that increase
market concentration. It also follows that policies that allow increased market
concentration concurrently with efforts to increase ownership by SDBs simply won’t
work. In fact, it is likely that any short-term gains from such policies in terms of the

number of stations owned by women or people of color will be offset in the long term
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by a loss of unique SDB owners, a loss of SDB stations, and a loss of unique and

independent media voices.

ii. Modeling the Effect of Market Consolidation and Concentration
on Minority and Female Broadcast Ownership

Appendix B and Appendix C contain the results of econometric modeling of the
factors that influence female and minority ownership. The data strongly indicates that as
market concentration increases, the number of female and minority owned stations

decreases.

Figures 7 and 8 illustrate the impact of increasing local market concentration on
the level of minority TV station ownership. Figure 7 plots the predicted probability of a
market having a minority owner present against the HHI calculated from audience share
(the probability is based upon the size of the market, the percentage of minority and
female population, the presence of a female owner in the market, and the market audience
share HHI; see Appendix B for details). As the figure shows, a small modest increase in
the median market concentration level could lead to a substantial drop in the number of
markets with minority owners present. Figure 8 illustrates the same effect on the
probability of a station being minority owned, showing that a modest increase in HHI

would lead to a large drop in the level of minority ownership.
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Predicted Probability of a Market

Having a Minority TV Owner

Figure 7: The Negative Impact of Increasing Market Concentration - Predicted
Probability of a Market Having a Minority Owner vs. Market Concentration

Negative Impact of Market Concentration on Minority Ownership
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Predicted Probability of TV Station

Figure 8: The Negative Impact of Increasing Market Concentration - Predicted
Probability of a Station Being Minority-Owned vs. Market Concentration

Negative Impact of Market Concentration on Minority Ownership
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iii. Proposals Not Under Authority of Commission

Of the 34 proposals contained within the Further Notice, nine are
recommendations for institutional stakeholders and do not fall under the authority of the
Commission. Proposals #15-#21 and #27 are direct actions for industry and do not
require Commission action. In general, we strongly support these recommendations that
would greatly enhance new and existing SDBs ability to learn about and finance station

acquisitions.

iv. Proposals Under Commission Authority that Warrant Support
and/or Further Investigation
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Of the remaining 25 proposals that would require Commission action, some
appear at the outset to be unambigiously beneficial to the cause of promoting ownership
diversity. We strongly support Proposal #1, the “Equal transactional opportunity policy,
which explicitly bans discrimination on the basis of race or gender in broadcast
transactions. Proposal #9 (“Mathematical touchstones: tipping points for the
nonviability of independently owned radio stations in a consolidating market, and
quantifying source diversity”) is certainly well-intentioned and deserves further
consideration. As presented by MMTC in their 2003 Reply Comments, the formula may
be somewhat impractical to calculate, and does not directly capture the consumer welfare
in the specific issue at hand in the general 2006 Review -- citizens access to diverse and

antagonistic sources of local news and information.

We strongly support Proposal #10 and certainly feel that current rules should not
be abused. Proposal #12 could be implemented in part via the permitting of LPFM
stations operating on third-adjacent-channels. LPFM stations are a viable entry point for
new women and minority broadcasters, and can certainly be a pathway towards increased

participation in full-power ownership by women and people of color.

We support Proposal #22, and certainly hope that stakeholders are already
volunteering to avoid discrimination in advertising contracts. If the Commission has the

authority to enforce such a non-discrimination rule, then it should do so.

We support Proposal #24, and are appreciative of the Commission’s public
statements concerning the potential revival by Congress of tax policies that would
incentivize and promote ownership of broadcast media properties by women and people

of color. However, we do recognize that this is ultimately an issue that requires
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Congressional action. We certainly hope the Commission remedies its current
inadequacies in data collection, so it is able to provide Congress with valuable policy-

impact evaluations should such tax policies be implemented in the future.

We feel that Proposal #25 (“Examination of how to promote minority ownership
as an integral part of all FCC general media rulemaking proceedings”) is a reasonable
request, and that in general, the Commission should solicit comments on how all

potential policies impact ownership diversity and localism.

We strongly support Proposal #26 (“Ongoing longitudinal research on minority
and female ownership trends”). However, given the Commission current miserable
record of performing even the most basic assessment of minority and female ownership,
we think that the Commission should conduct a formal proceeding on how exactly it
should conduct such longitudinal research. The Commission clearly has the raw

information it needs to conduct such research; it just needs to use that data properly.

Proposals #28, #29, and #30 seem well intentioned and warrant further
consideration. As is the case in any such program involving the movement of substantial
amounts of capital, these programs would need sufficient oversight to ensure maximum

efficiency and effectiveness.

Proposal #34 (“Extension of divestiture deadlines in mergers where applicants
have actively solicited bids for spin-off properties from SDBs”’) embodies a market
reality that characterizes a portion of potential SDB buyers. It is not unreasonable for
these entities to need additional time to secure adequate financing when purchasing

divested properties. This policy would have maximum effect if implemented in
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conjunction with ownership policies that roll back the current unacceptably high level of

local media market concentration.

v. Proposals Under Commission Authority that Would Have a Net
Negative Effect on Socially Disadvantaged Businesses, Reduce
Ownership Diversity, and Dramatically Increase Local Market
Concentration

1. Proposal #3 - “Structural rule waiver for selling a station to
an SDB, where the sale to the SDB is ancillary to a
transaction that otherwise would be barred by an
ownership rule”

This proposal may seem well intentioned, but would be a disaster for both the
cause of increasing female and minority ownership, as well as a disaster to the

Commission goals of localism and viewpoint diversity.

This is because the potential positive benefit -- an immediate addition of a SDB-
owned station -- is offset by the potential short-term and long-term loss of other SDBs
and SDB-owned stations, and offset by the immediate decline in local media market

viewpoint diversity.

To illustrate this, we offer a possible scenario under Proposal #3, in which the
following could occur:

e Step 1 - In Market “A”, Owner “S” (who owns Stations “A” and “E”, the number
1 and number 5 ranked stations in the market under a currently permissible
duopoly) sells a low-ranked station in Market “B” to Owner “N” (a multiple
station owner SDB).

* Step 2 - Because of the policy in Proposal #3, the ancillary transaction to a SDB
in Market B now allows Owner S to purchase Station B (the number 2 ranked
station in market A which is owned by Owner “T”, a single station owner SDB),
forming a heretofore unallowable triopoly.

* Net Result - This possible scenario results in no change in the number of stations
owned by SDBs, produces one less SDB owner in the total U.S. market. Because
of the new permitted triopoly, the concentration in market A doubles, putting
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immense pressure on the remaining owners in the market (which will likely cause
the other stations in the market to experience a loss in audience and revenue
shares in the medium- to long-term). Furthermore, the increase in market
concentration will have the effect of shutting out nearly all possibility of a SDB
re-entering this market at a later date.

Figure 9 illustrates this likely example outcome from the policy change embodied in

Example #1.

Figure 9: Example 1 - Possible Outcomes of Proposal #3

Market A -
Market A - Current Rules Possible Outcome under Proposal #3
Station Station
Station Owner SDB Audience | Station Owner SDB Audience
Owner? Owner?
Share Share
Station A Owner S No 35 Station A Owner S No 35
StationB Owner T Yes 30 StationB Owner S No 30
Station C Owner U No 15 Station C Owner U No 15
Station D Owner V No 10 Station D Owner V No 10
StationE Owner S No 6 StationE Owner S No 6
Station F Owner W No 2 Station F Owner W No 2
Station G Owner X No 1.25 Station G Owner X No 1.25
StationH Owner Y No 0.5 StationH Owner Y No 0.5
Stationl Owner Z No 0.25 Stationl Owner Z No 0.25
Total # of Stations 9 Total # of Stations 9
Total # of Independent Voices 8 Total # of Independent Voices 7
Total # of SDB Stations - Market A 1 Total # of SDB Stations 0
Market A HHI 2,912 Market A HHI 5,372
Market B -
Market B - Current Rules Possible Outcome under Proposal #3
SDB Station Station
Station Owner Audience | Station Owner Audience
Owner? Owner?
Share Share
Station1 Owner O No 30 Station A Owner O No 30
Station2 Owner P No 25 Station B Owner P No 25
Station3 Owner Q No 20 Station C Owner Q No 20
Station4 Owner R No 15 Station D Owner R No 15
Station5 Owner S No 10 StationE Owner N No 10
Total # of Stations 5 Total # of Stations 5
Total # of Independent Voices 5 Total # of Independent Voices 5
Total # of SDB Stations - Market B 0 Total # of SDB Stations - Marke' 1
Market A HHI 2,250 Market A HHI 2,250
Net Effects in Markets A and B
Change in # of SDB Stations 0
Change in # of SDB Businesses -1
Change in # of Unique Voices -1
Top Owner's Market Share Prior to Change 41%
Top Owner's Market Share After Change 71%
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It is important to note that a scenario such as the one postulated above is not at all
unrealistic. This is why, if the Commission gives any consideration to such a potential
policy change, that it not enact is as written. That is, such a policy should not be “bright-
line”, giving automatic approval to any rule violation offset by a sale to a SDB; but
instead be considered on a case-by-case basis, modeled to predict long-term outcomes

and thus avoid unintended consequences.

2. Proposal #5 - “Structural rule waivers for creating
incubator programs”

While we certainly encourage the development of incubator programs for SDBs,
this proposal unambiguously reduces ownership diversity with no actual measurable
immediate improvement in the state of SDB broadcast ownership. It has the worst
features of Proposal #3 without the accompanying immediate offset of a new station or
stations owned by a SDB. It is uncertain how the Commission would or could monitor
the design of these incubator programs or how their effectiveness would be measured and
rewarded or punished. We fear that this Proposal would create a giant loophole that
would allow massive increases in local market concentration, lead to a substantial loss of
diverse sources of local news, and certainly increase market concentration to the point
where (as predicted by the data presented above) there would actually be a marked
decrease in the level of female and minority ownership that could not be offset by any

such benefits from incubator programs. Therefore we strongly oppose this proposal.

3. Proposal #7 - “Structural rule waivers for financing
construction of an SDB’s unbuilt station”

Like Proposals #3 and #5, Proposal #7 would have massive unintended

consequences that would actually lead to a net loss in the number of unique SDB owners
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of broadcast stations, and have tragic consequences in terms of undue concentration of
market power in the hands of a few powerful owners. The problem of this proposal is

two-fold.

First, the proposal allows for non-attributable Equity/Debt Plus Interest (EDP) if
an owner funds an SDB to build out a permit. But the EDP rules have were designed
with a threshold of non-attribution for a good reason -- to diminish excessive influence
and prevent “front-groups”. Without a verifiable wall of separation there is tremendous
incentive on the part of the EDP financier to exert power over the SDB, effectively

circumventing the ownership rules.

Second, Proposal #7 then compounds the problem by allowing the non-
attributable EDP donor to create an in-market duopoly or cross-ownership. This could
lead to the situation where a market that had 8 stations and a newspaper owned by nine
separate owners, having 9 stations and a newspaper, with 3 of the stations and the
newspaper effectively controlled by a single entity. This extremely high increase in
market concentration would have down-stream effects of reducing SDB ownership and of

course is a devastating blow to the cause of localism and viewpoint diversity.

4. Proposal #14 - “Market-based, tradable Diversity Credits
as an alternative to voice tests”

This proposal scraps voice tests in favor of a GHG-type “Diversity Credit”
market-based regulatory system. While the full proposal in the DC’s 2004 White Paper
pegs such a proposal to past markets created for the purpose of emissions regulation, it
missed a vital component of how such market-based incentive regulation works --

agreements or forced reductions in the “harm” (i.e. pollution, or in this case, market
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concentration) over time. Indeed, the White Paper does note that the Chicago pollution
example was predicated upon an agreement at the outset by the companies to reduce
emissions by a certain level in a specified period of time. The “credits” were given to
those who exceeded this goal, and could be sold to those that did not. But the net result

was an agreed upon decline in emissions over time.

But Proposal #14 has no such “cap and trade” mechanism embodied in it. The
credits are merely given out (initially to SDBs, and later to sellers in de-concentrating
transactions; or to entities starting incubator programs). Thus we should fully expect that
such a system would lead to pockets of market concentration that are far in excess of
today’s already ogolopolistic local media markets. The White Paper at first appears to be
weary of such “hot spot” outcomes, but pegs prevention of deals on an anti-trust basis,
hardly a cure to the ills of the potential devastating consequences. Furthermore, the
problems associated with Proposals #3 and #5 are present here. There will likely be little
imeediate increase in the number of unique SDB owners or stations, but a certain long-

term decrease as market consolidation runs rampant.

Even if the Proposal were modified with a “cap and trade” component, it is likely
that the large conglomerate media firms would move to acquire all of the high-value
properties, leaving the SDBs the less-desirable stations. Such an outcome is

unacceptable.

vi. Remaining Proposals Must Be Studies Carefully to Avoid
Unintended Consequences
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Many of the remaining Proposals could possibly maintain or increase local media
market concentration, and thus could likely facilitate negative outcomes in minority and

female ownership in the long-term. The FCC should proceed with caution.

E. The Commission Should Move Forward to Define “Socially
Disadvantaged Businesses”. However, If The Commission Feels
Constrained by the Constitutionality Question, then Implementing
Industry-Wide Deconsolidation Policies Will Accomplish The Goals of
Ownership Diversity and Localism

It should be noted that many of these 34 proposals assume a status quo in
broadcast ownership regulation; that is, their incentives are based upon a non-SDB being
able to “break” a rule. If the Commission moves ahead and implements rule changes
similar to those in the remanded 2003 Order, then some of these proposals loose their

incentives.

We certainly think the Commission should move forward and craft a definition of
Socially Disadvantaged Businesses that is both Constitutionally sound as well as
meaningful from a public policy perspective. However, this may be a difficult process
that gets tied up in the Courts for years, bringing no relief to diverse voices wishing to

gain access to the public airwaves.

If the Commission is serious about promoting diversity in ownership, including
ownership by women and people of color, then it can easily enact policies that promote
such diversity as well as promote localism, all while avoiding the sticky Constitutional
issues surrounding the definition of SDBs. The simple answer is for the Commission to
enact sweeping policies that de-concentrate local media markets. By reducing
consolidation at both the national and local level, the Commission can help to deflate the

bubble of artificial economies of scale that its pro-consolidation policies helped to create.
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This will result in lower barriers to entry and more stations available for purchase by

local single station owners, who are far more likely to be women and people of color.

111. Conclusion

The curves illustrated above in Figures 7 and 8 run both ways. The Commission
has a stark choice facing it; it can choose to go down the curve towards more
concentrated markets resulting in less minority and female ownership; or it can choose to
go back up the curve, towards less concentrated markets and higher levels of female and
minority ownership. We remind the Commission that the public interest obligations it
must uphold are clear: The Act necessitates that it implement policies that “favor a
diversity of media voices”. Therefore any polices that further increase consolidation and

thus decrease the diversity of media voices should not be adopted.
Respectfully submitted,
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Abstract

Just three years after the Third U.S. Circuit Court of Appeals rejected sweeping policy changes that
would have dramatically altered our nation’s media landscape, the Federal Communications
Commission is once again considering eliminating longstanding limits on media ownership. These
changes could have a tremendous negative impact, especially on broadcast outlets owned by women
and minorities.

In its landmark Promethens v. FCC decision, the Third Circuit chastised the FCC for ignoring the issue
of female and minority ownership. But since then, the FCC has done very little to address the issue.
The FCC has abdicated its responsibility to monitor and foster increased minority and female
broadcast ownership. In fact, the Commission cannot even account for the current state of female
and minority ownership in this country.

This study provides the first complete assessment and analysis of female and minority ownership of
full-power commercial broadcast radio and television stations operating in the United States.
Because this study represents the first ever complete assessment of all licensed commercial broadcast
stations, it cannot and should not be compared with previous reports from the National
Telecommunications and Information Administration (NTIA) or summaries produced by the FCC.
All previous efforts by these agencies left out significant numbers of minority owners (and female
owners, in the FCC's case). Likewise, previous academic and other studies using these flawed data
are inaccurate or incomplete.

The study shows that media consolidation is one of the key factors keeping female and minority
station ownership at low levels. As consolidation cuts back the already limited number of stations
available, women and people of color have fewer chances to become media owners and promote
diverse programming,.

The results of this study reveal a dismally low level of female and minority ownership of radio and
television stations in America that has left two-thirds of the U.S. population with few stations
representing their communities or serving their needs.

Radio Results

*  Women own just 6 percent of all full-power commercial broadcast radio stations, even
though they comprise 51 percent of the U.S. population.

*  Racial or ethnic minorities own just 7.7 percent of all full-power commercial broadcast radio
stations, though they account for 33 percent of the U.S. population.

o Latinos own just 2.9 percent of all U.S. full-power commercial broadcast radio
stations, but they comprise 15 percent of the U.S. population and are the nation’s
largest ethnic minority group.
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o African-Americans own only 3.4 percent of this country’s full-power commercial
broadcast radio stations, but account for 13 percent of the entire U.S. population.

o People of Asian descent own less than 1 percent of full-power commercial
broadcast radio stations, though they make up 4 percent of the U.S. population.

o Non-Hispanic white owners control 87.2 percent of the full-power commercial
broadcast radio stations operating in the United States.

Not only are few stations owned by women and people of color, but commercial stations have very
few women and minorities at the top — in the positions of CEO, president or general manager.

*  Just 4.7 percent of all full-power commercial broadcast radio stations are owned by an entity
with a female CEO or president.

o Only 1 percent of the stations not owned by women are controlled by an entity with
a female CEO or president.

*  Just 8 percent of all full-power commercial broadcast radio stations are owned by an entity
with a CEO or president who is a racial or ethnic minority.

o Less than 1 percent of stations not owned by people of color are controlled by an
entity with a minority CEO or president.

However, minority-owned stations are significantly more likely to be run by a female CEO or
president than non-minority-owned stations, and female-owned stations are significantly more likely
to be run by a minority CEO or president than non-female-owned stations. And both female-owned
and minority-owned stations are significantly more likely to employ a woman as general manager.

Female and minority owners are more likely to own fewer stations per owner than their white male
and corporate counterparts. They are also more likely to own just a single station.

*  Of all the unique minority owners, 67.8 percent own just a single station. However, only 49.6
percent of the unique non-minority owners are single-station owners.

*  60.8 percent of the unique female owners are single-station owners, versus just 50.4 percent
of the unique non-female station owners.

*  Only 24.4 percent of the unique minority station owners are group owners -- owning
stations in multiple markets, or more than three stations in a single market -- compared to
29.5 percent of non-minority owners.

*  Just 16.9 percent of female owners are group owners, versus 30.4 percent of non-female
owners.

*  Opverall, racial and ethnic minorities own 2.6 stations per unique owner compared to 3.9
stations owned per unique white, non-Hispanic owner.

*  Women own 2.1 stations per unique owner compared to 4.1 stations owned per unique male
ownet.

Female- and minority-owned stations differ from non-female- and non-minority-owned stations in
other ways as well. For example, women and people of color are more likely to own less valuable AM
stations and their stations are more likely to be found in larger, more populated markets.

Localism is supposed to be one of the FCC's key considerations in crafting media ownership
regulations. Local owners, in theory, are more connected to the communities they serve and thus in a
better position to respond to public needs than absentee owners who reside hundreds or thousands
of miles away.

Our study found that female owners are significantly more likely to be local station owners.
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* 0644 percent of all female-owned stations are locally owned, versus just 41.6 percent of non-
female-owned stations.

For minority-owned stations, the relationship is somewhat more complex because the minority
population is more concentrated in certain areas. Minority-owned stations are more likely to be
locally owned than non-minority-owned stations in larger markets, which have bigger minority
populations.

* Among all radio stations, 43 percent of minority-owned stations are locally owned, the same
level as non-minority-owned stations.

o But in Arbitron radio markets (where four out of every five minotity-owned stations
are located, and which have significantly higher minority populations), 38.3 percent
of minority-owned stations are locally owned, versus 29.4 percent of non-minority-
owned stations.

o In unrated markets (which have significantly lower minority populations), 56
percent of minority-owned stations are locally owned, compared to 62.9 percent of
non-minority-owned stations.

Our analysis suggests that both female- and minority-owned stations thrive in markets that are less
concentrated. Markets with female and minority owners have fewer stations per owner on average
than markets without them.

* The level of market concentration is significantly lower in markets with female and minority
owners.

*  The probability that a particular station will be female- or minority-owned is significantly lower
in mote concentrated markets.

*  The probability that a particular market will contain a female- or minority-owned station is
significantly lower in more concentrated markets.

* Female- and minority-owned stations are more likely to be found in each other’s markets.

Allowing further industry consolidation will unquestionably diminish the number of female- and
minority-owned stations. The FCC should seriously consider these consequences before enacting any
policies that could further concentration.

The study shows that women and people of color everywhere — regardless of their proportion of the
population in a given market — have very few owners representing them on the radio dial.

* The average radio market has 16 white male-owned stations for every one female-owned and
every two minority-owned stations.

Minority-owned stations are far more likely to be found in markets with higher minority populations.
But even in these markets, the level of minority ownership is still low.

* Minority-owned stations are found in about half of all Arbitron radio markets.

* In 288 of the 298 U.S. Arbitron radio markets, the percentage of minorities living in the
market is greater than the percentage of radio stations owned by minorities.

* 23 of the 298 U.S. Arbitron radio markets have "majority-minority" populations. But in
these markets, too, the percentage of radio stations owned by people of color is far below
the percentage of minority population.

o Intwo of these "majority-minority" markets (Stockton, Calif. and Las Cruces,
N.M.), people of color own no stations.
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* Minorities own more than one-third of a market’s stations in just seven of the nation’s 298
radio markets. Minorities own more 25 percent of a market’s stations in just 24 of the
nation’s 298 radio markets.

Despite making up half the population in every market, the level of female-station ownership is still
extremely low across the board.

* Female-owned stations are found in about 40 percent of all Arbitron radio markets.

*  The Stamford-Norwalk, Conn. market is the only market in the United States whete women
own more than half of the stations.

*  Women own more than one-third of a market’s stations in just six of the nation’s 298 radio
markets. Women own more than 25 percent of a market’s stations in just 18 of the nation’s
298 radio markets.

Minority owners are more likely to air formats that appeal to minority audiences, even though other
formats are more lucrative. Choosing these different formats has a practical impact on the market
status of minority-owned stations, as measured by audience ratings and share of market revenues.

* Among the 20 general station format categories, minority-owned stations were significantly
more likely to air “Spanish,” “religion,” “urban,” and “ethnic” formats. The Spanish and
religion formats alone account for nearly half of all minority-owned stations.

*  Primarily because the Spanish, religion and ethnic formats attract smaller segments of the
market, the average audience ratings share and share of market revenue held by minority-
owned stations is significantly lower than the ratings and revenue shares of non-minority-
owned stations.

Television Results

*  Women comprise 51 percent of the entire U.S. population, but own a total of only 67
stations, or 4.97 percent of all stations.

*  Minorities comprise 33 percent of the entire U.S. population, but own a total of only 44
stations, or 3.26 percent of all stations.

* Hispanics or Latinos comprise 14 percent of the entire U.S. population, but only own a total
of 15 stations, or 1.11 percent of all stations.

*  Blacks or African Americans comprise 13 percent of the entire U.S. population but only own
a total of 18 stations, or 1.3 percent of all stations.

*  Asians comprise 4 percent of the entire U.S. population but only own a total of 6 stations, or
0.44 percent of all stations.

*  Non-Hispanic White owners controlled 1,033 stations, or 76.6 percent of the all stations.

* The level of minority ownership in the general non-farm sector rose 23 percent from 1997
to 2002. However, from 1998 to 2006 the level of minority broadcast TV ownership
dropped.

The pressures of consolidation and concentration brought on by bad policy decisions have crowded
out minority owners, who tend to own just a single station and find it difficult to compete with their
big-media counterparts for programming and advertising revenue.

®  There has been no improvement in the level of minority broadcast television ownership
since 1998, even as the total universe of stations has increased by approximately 12 percent.
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* At the same time, there has been a marked decrease in the total number of black or African-
American owned stations — dropping nearly 30 percent since 1998.

* A majority of minority-owned station sales after 1998 would not have been permitted under
the pre-1996 nationwide ownership cap or under the pre-1999 ban on local duopolies.

*  Pro-consolidation policies enacted by the FCC in the late 1990s had a significant impact on
minority ownership, indirectly or directly contributing to the loss of 40 percent of the
stations that were minority-owned in 1998.

Our analysis suggests that minority-owned stations thrive in more competitive, less concentrated
markets. Even if the size of the market is held constant, markets with minority owners are significantly
less concentrated than markets without minority owners.

*  Markets that added minority owned stations since 1998 are also significantly less concentrated
than those that did not add minority owned stations, even if market characteristics are held
constant.

® The probability that a particular station will be a minority-owned news airing station is
significantly lower in more concentrated markets, even if market and station characteristics are
controlled for.

*  White male and large corporate station owners tend to own far more stations than their
minority and female counterparts.

*  Minorities own just 13 of the 847 “big four” network-affiliated stations, or 1.5 percent of the
total.

*  Despite being nearly shut out of the big network-affiliate market, minority owners still
manage to produce local news content at levels that are equal to or exceed their non-
minority counterparts.

Though the national aggregate ownership data is telling, data at the local market level shows an even
starker picture. Minorities are vastly underrepresented at the Designated Market Area (DMA) level,
even in areas where minorities are the majority.

* Minority-owned stations reach 21 percent of all U.S. TV households and just 30 percent of
all minority U.S. TV households.

* Hispanic- or Latino-owned stations reach just 21.8 percent of the Latino TV households in
the United States.

*  Black- or African American-owned stations reach just 8.7 percent of the African American
TV households in the United States.

* Asian-owned stations reach just 10 percent of the Asian TV households in the United States.

*  Over 10 percent of the nation’s Hispanic or Latino TV homes are in the New York City
market, where there are no Latino-owned stations.

*  Opver 12 percent of the nation’s African-American TV homes are in the New York City and
Los Angeles markets, where there are no African American-owned stations. Nor do African-
Americans own stations in cities with large black populations like Atlanta and New Otleans.

The results of this study indicate a perilous state of under-representation of women and minorities in
the ownership of broadcast media. The results also point to massive consolidation and market
concentration as one of the key structural factors keeping women and minorities from accessing the
public airwaves.

Before the FCC moves to further increase local market concentration by abandoning longstanding
ownership rules, it should carefully consider the potential harms this shift in policy will bring to the

43



underrepresented communities of this country. It is not sound policymaking to assert that diversity,
localism and female/minority ownership are important goals, then to ignote the effects that rule
changes would have on those goals.

Even if Congress or the FCC were to enact other measures aimed at increasing female and minority
participation in full-power broadcast ownership — from tax credits to digital channel leasing -- these
efforts will likely be futile in an atmosphere of increased consolidation. The best way to ensure a
diversity of owners on the public airwaves is to roll back media consolidation.

Introduction

In 2003, the Federal Communications Commission approved a series of sweeping policy changes
that promised to completely alter the mass media marketplace.”* But when formulating the rules, the
FCC — then under the leadership of Chairman Michael Powell — acted with little regard for public
input or reasoned social-scientific policy analysis. Consequently, Powell’s rule changes were met with
an unprecedented public outcry and congressional backlash®®, before ultimately being overturned by
the courts.”®

Three years later, the FCC is poised to once again force rule changes upon an unwilling public.
However, the public outcry in 2003 and the court’s rejection of the 2003 rule changes have forced
the current chairman, Kevin Martin, to act mote cautiously this time around. In July 20006, the FCC
issued a Further Notice of Proposed Rulemaking, soliciting public comment on the issues raised on
remand by the Third U.S. Circuit Court of Appeals in its Promethens v. FCC decision.”’ As a part of
this review, Chairman Martin has promised to hold six hearings across the country to seek public
input into the rulemaking process and commissioned a series of still unfinished studies on the issue.”®

A key issue before the Commission is how the rule changes will impact female and minority
ownership of broadcast radio and television outlets. This report provides the first complete and
accurate assessment and analysis of female and minority full-power commercial broadcast television
ownership. The purpose of this study is to provide the public, Congress and the FCC with a
complete understanding of the state of minority and female radio ownership, as well as the potential
effects of proposed rule changes on female and minority ownership.

Because this study represents the first ever complete assessment of all licensed commercial
radio and television stations, these results should not be compared with previous reports on
minority ownership. Previous studies by National Telecommunications and Information
Administration (NTIA) and the ownership summaries produced by the FCC were structured in a way
that led to the exclusion of significant amounts of minority owners (and female owners, in the case

** Report and Order and Notice of Proposed Rulemaking in the Matter of 2002 Biennial Regulatory Review — Review of the Commission’s
Broadcast Ownership Rules and Other Rules Adopted Pursuant to Section 202 of the Telecommunications Act of 1996; Cross-Ownership
of Broadcast Stations and Newspapers; Rules and Policies Concerning Multiple Ownership of Radio Broadcast Stations in Local Markets;
Definition of Radio Markets; Definition of Radio Markets for Areas Not Located in an Arbitron Survey, MB Docket Nos. 02-277.01-235,
01-317, 00-244, 03-130, FCC 03-127 (2003). Herein referred to as “2003 Order.”

25 Ben Scott, “The Politics and Policy of Media Ownership,” American University Law Review, Vol. 53, 3, February 2004.

26 prometheus Radio Project, et al.v. F.C.C,, 373 F.3d 372 (2004) (herein referred to as “Prometheus”), stay modified on rehearing, No.
03-3388 (3d Cir. Sept. 3, 2004), cert. denied, 73 U.S.L.W. 3466 (U.S. June 13, 2005).

*7 Further Notice of Proposed Rulemaking, in the Matter of 2006 Quadrennial Regulatory Review — Review of the Commission’s
Broadcast Ownership Rules and Other Rules Adopted Pursuant to Section 202 of the Telecommunications Act of 1996; 2002 Biennial
Regulatory Review — Review of the Commission’s Broadcast Ownership Rules and Other Rules Adopted Pursuant to Section 202 of the
Telecommunications Act of 1996; Cross-Ownership of Broadcast Stations and Newspapers; Rules and Policies Concerning Multiple
Ownership of Radio Broadcast Stations in Local Markets; Definition of Radio Markets, MB Docket Nos. 06-121; 02-277 ; 01-235; 01-317;
00-244, FCC-06-93 (2006); Herein referred to as “Further Notice.”

28 Hearings have been held in Los Angeles, Nashville, Harrisburg, Pa.; and Tampa Fla. See
http://www.stopbigmedia.com/=hearings for information about these hearings, including detailed ownership summaries for
these markets.
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of the FCC). Likewise, academic and other studies based on this flawed data are incomplete or
inaccurate.

Minority and Female Radio Ownership: A Sorry History

Historically, women and racial and ethnic minorities have been under-represented in broadcast
ownership due to a host of factors -- including the fact that some of these licenses were originally
awarded decades ago when the nation lived under segregation. The FCC, beginning with its 1978
Statement of Policy on Minority Ownership of Broadeasting Facilities, repeatedly has pledged to remedy this
sorry history.”®

Congress also has recognized the poor state of female and minority ownership. The
Telecommunications Act of 1996 (“The Act”) contains specific language aimed at increasing female
and minority ownership of broadcast licenses and other important communications media.>® The Act
requires the FCC to eliminate “market entry barriers for entrepreneurs and other small businesses”
and to do so by “favoring diversity of media voices.”*" The Act also directs the Commission when
awarding licenses to avoid “excessive concentration of licenses” by “disseminating licenses among a
wide variety of applicants, including small businesses, rural telephone companies, and businesses
owned by members of minority groups and women.”>*

The FCC initially appeared to take this mandate seriously. In 1997, the Commission completed a
proceeding, as required by the Act, which identified barriers to entry for small businesses (and has
been interpreted to include minority- and female-owned entities) and set forth the agency’s plan for
eliminating these barriers.”> Unfortunately, subsequent triennial reports have lacked substance.”

In 1998, the Commission further demonstrated its seriousness by taking a crucial first step to
determine the actual state of female and minority ownership of broadcast radio and television
stations. That year, the FCC began requiring all licensees of full-power commercial stations to report
the gender and race/ethnicity of all owners with an attributable interest in the license.>® In the Form
323 Report and Order, the Commission stated:

Our revised Annual Ownership Report form will provide us with annual
information on the state and progress of minority and female ownership and enable
both Congtess and the Commission to assesss the need for, and success of,

2% Statement of Policy on Minority Ownership of Broadcasting Facilities, 68 FCC 2d, 979, 980 n. 8 (1978).

*% 47 U.S.C.§257, §309())

*! Section 257 is contained within Title Il of the Communications Act and thus does not directly encompass broadcast services.
However, the Commission has interpreted some aspects of the language of §257 to apply to broadcast licensing. In 1998, the
Commission stated: “While telecommunications and information services are not defined by the 1996 Act to encompass
broadcasting, Section 257(b) directs the Commission to 'promote the policies and purposes of this Act favoring diversity of media
voices' in carrying out its responsibilities under Section 257 and, in its Policy Statement implementing Section 257, the
Commission discussed market entry barriers in the mass media services.” See FCC 98-281, Report and Order: In the Matter of 1998
Biennial Regulatory Review -- Streamlining of Mass Media Applications Rules, and Processes -- Policies and Rules Regarding Minority and
Female Ownership of Mass Media Facilities, MM Docket No. 98-43, November 25, 1998, herein after referred to as the Form 323
Report and Order.

2 47 U.5.C.§309())

7 “In the Matter of Section 257 Proceeding to Identify and Eliminate Market Entry Barriers for Small Businesses,” Report, GN Docket
No. 96-113, 12 FCC Red 16802 (1997).

** In his dissenting statement on the 2004 Section 257 report, Commissioner Michael Copps described the report as a “a slapdash
cataloging of miscellaneous Commission actions over the past three years that fails to comply with the requirements of Section
257."

*>47 CFR. 733615
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programs to foster opportunities for minorities and females to own broadcast
facilities.>®

Other than this monitoring effort, the FCC has done very little to promote female and minority
broadcast ownership (and the follow-up on this monitoring has been abysmal). In its 1999 Order that
allowed television duopolies, the Commission paid lip-service to concerns about the policy change’s
effect on minority and female ownership, but still went forward with rule changes that allowed
increased market concentration.”’ In 2004, the Commission sought input into how it could better
implement Section 257 of the Act. But this proceeding remains open, and the current chairman has
shown no signs of interest in completing this important matter.>®

In the 2003 Otder implementing Powell's tule changes, the FCC assuted the public that ownership
diversity was a key policy goal underlying its approach to ownership regulation.”® However, the Third
Circuit found otherwise, stating that “repealing its only regulatory provision that promoted minority
television station ownership without considering the repeal's effect on minority ownership is also
inconsistent with the Commission's obligation to make the broadcast spectrum available to all people
‘without discrimination on the basis of race.” *°

The FCC Shows No Concern for Tracking Minority and Female Ownership

Before considering the potential effects of policy changes on female and minority ownership, we
must first know the current state of ownership and evaluate the effects of previous policy changes. No
one should be in a better position to answer these questions than the FCC itself. The Commission
possesses gender and race/ethnicity information on every single broadcast entity and knows exactly
when licenses changed hands.

However, the FCC has #0 accurate picture of the current state of female and minority ownership, and
shows no sign of taking the matter seriously. Though the Commission has gathered gender and
race/ethnicity data for the past seven years, it has shown little interest in the tresponsible
dissemination of the information contained within the Form 323 filings.

This lack of interest or concern is made evident by the FCC’s own Form 323 summary reports.
Station ownets began reporting gendet/race/ethnicity information in 1999, and the FCC released its
first "summary report”" in January 2003 (for reporting in 2001).*" A second summary followed in
2004 (for reporting in 2003).** The most recent report was issued in June 2006 (for the 2004-2005
period).*> However, calling these publications “summary reports” is somewhat misleading, as they
are metely a listing of each minority- or female-owned station's Form 323 response and not

*% Report and Order, In the Matter of 1998 Biennial Regulatory Review Streamlining of Mass Media Applications, Rules, and Processes
Policies and Rules Regarding Minority and Female Ownership of Mass Media Facilities, MM Docket Nos. 98-43; 94-149, FCC 98-281
(1998).

*7 Report and Order, In the Matter of Review of the Commission's Regulations Governing Television Broadcasting Television Satellite
Stations Review of Policy and Rules, MM Docket Nos. 87-8.91-221, FCC 99-209 (1999).

3% MB Docket No. 04-228, “Media Bureau Seeks Comment on Ways to Further Section 257 Mandate and to Build on Earlier Studies”
DA 04-1690, June 15, 2004.

* See 2003 Order, "Encouraging minority and female ownership historically has been an important Commission objective, and we
reaffirm that goal here.”

% See Prometheus, note 58.

“* Though this data summary is not directly displayed on the FCC's ownership data page
(http://www.fcc.gov/ownership/data.html), it can be downloaded at http://www.fcc.gov/ownership/ownminor.pdf and
http://www.fcc.gov/ownership/ownfemal.pdf

“* Though this data summary is not directly displayed on the FCC's ownership data page
(http://www.fcc.gov/ownership/data.html), it can be downloaded at http://www.fcc.gov/ownership/owner minor 2003.pdf and
http://www.fcc.gov/ownership/owner female 2003.pdf

“* http://www.fcc.gov/ownership/owner_minor 2004-2005.pdf and http://www.fcc.gov/ownership/owner female 2004-

2005.pdf
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aggregated in any manner. No information on the stations not owned by women or minorities is
given.

Closer examination of these summary reports reveals significant problems. For starters, on the FCC
Web site where the most recent summary files are provided for download, there is a paragraph that
explains the purpose of the data and provides a brief summary of the tally.** This Web site lists the
total number of stations that filed Form 323 or Form 323-E in the 2004-2005 calendar year, and then
lists the total number of stations that the FCC determined are owned by women or people of color.
All commertcial stations are required to report the race/ethnicity and gender of station ownets on
Form 323. Form 323-E requires all non-commercial educational stations to report the identity of
station owners, but does not require the disclosure of the race/ethnicity or gender information.

However, since stations that file Form 323-E don’t report gender or race/ ethnicity information, it is
perplexing why the FCC Web site reports the total number of stations that filed eizher form. This
ambiguous reporting has led to some observers using these summaries to erroneously report the
wrong percentage of stations owned.*

Other problems exist in these summaries. Some station owners listed in the 2003 summary are
missing from the 2004 report but reappear in the 2006 summary, despite the fact that ownership had
not changed during the interim period. Certain stations have ownership interests that add up to more
than 100 percent. In some instances, the type of station facility (AM, FM or TV) is not specified.

But the most alarming problems are ones of omission. Not a single station owned by Radio One is
listed by the FCC, even though the company is the largest minority-owned radio broadcaster in the
United States. Stations owned by Granite Broadcasting, the largest minority-owned television
broadcaster, are also missing from the summary reports. However, examination of the individual
Form 323 filings for these stations shows that they are indeed minority-owned. Why aren't they in
the FCC’s summary?

The answer likely lies in how the larger-group stations report ownership information, and how the
FCC harvests the information for their summary reports. Most of the licenses of those stations
missed by the FCC are “owned” by intermediate entities, which are -- in some cases -- many degrees
separated from the “actual” owner. Some stations file more than 20 separate Form 323 forms (one
for each holding entity), with the true owners listed on only one form. And in many cases, the actual
ownership information is attached as an exhibit and not listed on the actual form. Thus the FCC,
which tabulates the information for its summaries by harvesting these electronic forms via an
automated process, misses stations that file in this convoluted and confusing manner.

The Commission’s lack of understanding of its own Form 323 data became even more apparent
when the Media Bureau released previously unpublished internal studies that attempted to ascertain
the true state of female and minority broadcast ownership.*® A draft dated November 14, 2005,
reports that there were, as of 2003, 60 television stations and 692 radio stations owned by women;
and 15 television stations and 335 radio stations owned by minorities.*” However, Out of the Picture
showed that by the fall of 2006 there were 44 minority-owned stations, and this was not the result of

“* http://www.fcc.gov/ownership/data.html

“> For example, Howard University Professor Carolyn M. Byerly in an October 2006 report writes: “FCC data indicate that in 2005,
women owned only 3.4% and minorities owned only 3.6% of the 12,844 stations filing reports.” This report was based on the
flawed FCC summaries of Form 323 data (see “Questioning Media Access: Analysis of FCC Women and Minority Ownership Data,”
Benton Foundation and Social Science Research Council, October 2006). Also, in his book Fighting For Air, New York University
Professor Eric Klinenberg writes that “by 2005, the FCC reported that only 3.6 percent of all broadcast radio and television stations
were minority-owned, while a mere 3.4 percent were owned by women” (page 28). These are the exact but inaccurate
percentages obtained from the information on the FCC 323 summary Web site. They were calculated by dividing the number of
reported stations by the total number of stations that filed Form 323 or Form 323-E (438/12,844 = 3.4 percent women-owned;
460/12,844 = 3.6 percent minority-owned).

“® See http://www.fcc.gov/ownership/additional.html for documents released in December of 2006.

7 http://www.fcc.gov/ownership/materials/newly-released/minorityfemale011405.pdf
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a massive increase in minority ownership. Indeed, the same FCC draft report indicated just a single
African-American-owned television station in the 2003 sample period. However, a review of Granite
Broadcasting’s (an African-American-owned company) Form 323 filing in 2003 showed that they
alone held nine full-power television station licenses.*® This internal summary is deeply troubling in
its inaccuracy and raises questions about the data analysis ability of Commission staff, and the
commitment of the Commission to accurately monitor female and minority ownership.

This obvious lack of concern is truly troubling given the Commission's legal obligation to fostet
improved female and minority broadcast ownership. The FCC has both the raw data and the
resources to adequately address the issues raised by the Third Circuit regarding minority ownership
but chooses instead to ignore this issue and rely on public commenters to do its job.

We hope that recent comments by all five FCC Commissioners indicate that the Commission now
recognizes the importance of addressing this issue. As Chairman Martin recently said, “To ensure
that the American people have the benefit of a competitive and diverse media marketplace, we need
to create more opportunities for different, new and independent voices to be heard.”*

Methodology

The universe of licensed full-power commercial radio stations and owners was determined using BIA
Media Access Pro and the FCC’s CDBS Public Access Database.>® BIA Media Access Pro data
reflects ownership status as of February 14, 2007 and includes station sale deals that were announced
as of that date. FCC Form 323 ownership filings were then reviewed, with ownership information
assigned using the most recent filings.’’ In some cases where deals had been announced but not
consummated, FCC Form 315 filings were reviewed to determine the distribution of voting interest,
which in many cases could then be cross-referenced with Form 323 filings to determine the gender
and race or ethnicity of owners. “Ownership” was defined as the gender or race of owners with
voting interest that exceeded 50 percent alone or in the aggregate. If no single gender or race met
these criteria, then stations were assigned “no controlling interest status.” This status most often was
assigned to publicly traded corporations where listed entities did not form a majority of the voting
interest. The “no controlling interest” status for gender was also conferred upon entities where a man
and a woman each controlled 50 percent of the voting interest. For each station-owning entity, the
gender and race/ethnicity of the CEO, president or managing member was noted using Form 323
filings.

A significant number of stations are not required to file Form 323 because they are owned by sole
proprietorships. Where possible, ownership information for these stations was assigned using
publicly available information. In total, there were 279 stations where race and ethnicity remained
unknown, and 168 stations where gender remained unknown. To more accurately estimate the true
level of minority and female ownership, a stratification of the distribution of ownership by number

“® Furthermore, FCC data also indicates that during the timeframe of the FCC analysis, there were at least three more African-
American-owned stations (WJYS, KNIN-TV and KWCV), bringing the number of African-American-owned stations to 12. The FCC
document reported two American Indian-owned stations; but at the time of this draft study, FCC records indicate at least four
American Indian-owned stations (KHCV, KOTV, KWTV, and WNYB). The FCC document reported four Asian-owned stations; but at
the time of this draft study, FCC records indicate at least seven Asian-owned stations (KBFD, WMBC, KBEO, KWKB, KCFG, KEJB and
KKJB).

% “Remarks of FCC Chairman Kevin J. Martin, 2007 AWRT Annual Leadership Summit Business Conference, March 9, 2007,
Available at http://hraunfoss.fcc.gov/edocs public/attachmatch/DOC-271371A1.pdf. At the same event, Commissioner Robert
McDowell stated that the data on female and minority ownership was "extremely troubling” to him, and that he wanted to find
out "why that number is lower than in other industries." See
http://www.broadcastingcable.com/article/CA6423119.html?title=Article&spacedesc=news.

°° Stations listed by the FCC as “licensed” were the only stations included in the data set. Stations that had “construction permit-
off-air,” “licensed and silent,” or “licensed cancelled” status were excluded from the analysis. Also, stations not listed by BIA as
noncommercial but which filed Form 323-E (ownership forms for non-commercial educational stations) were excluded from the
data set. Stations in the Puerto Rico Arbitron radio market were not included in the analysis.

51 In most cases, the most recent filings were from 2005-2007.
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of stations owned was performed. Based on these distributions, the true level of ownership was
estimated for the unknown stations.

For stations that were located within an Arbitron-rated radio market, a station was considered locally
owned if the owning entity’s main contact address (as listed in BIA Media Access Pro) was within the
same Arbitron market. For stations that were not in rated markets, a station was considered locally
owned if the ownet’s main contact address was within the same Arbitron Total Survey Area (TSA) as
the station®® or if a station’s main contact address was within two counties adjacent to the station’s
county of license.

Demographic data in BIA Media Access Pro was augmented with Census data to determine the total
minority population in each market.”® Information about the gender of station general managers was
determined using names in BIA Media Access Pro and other print information. Affiliate information
for radio talk show hosts was gathered from program Web sites on May 8-9, 2007 and not
independently verified.

Statistical analysis methods such as t-tests, OLS, Probit maximum likelihood models, and Heckmen
maximum likelihood selection probability models were used to examine the statistical significance of
station and market-level ownership and station and market-level demographics, as well as differences
in ownership concentration and the airing of talk show programming. Significance levels are
highlighted in each figure where appropriate, and Appendices A and B details the more complex
modeling.

The universe of full-power commercial television stations was determined using the FCC’s CDBS
Public Access Database.>® Each individual station’s Form 323 ownership filing was then reviewed,
with ownership information assigned using the most recent filings (in most cases, the most recent
filings were from 2004-2006).>> “Ownership” was defined as the gender or race of owners with
voting interest that exceeded 50 percent alone or in the aggregate. If no single gender or race met
these criteria, then stations were assigned “no controlling interest status.” This status most often was
assigned to publicly traded corporations where listed entities did not form a majority of the voting
interest. Information concerning stations that are operating under local marketing agreements
(LMAs) was obtained from contracts that were filed with individual Form 323 filings. Data from the
National Telecommunications and Information Administration’s 1998 and 2000 Minority Commercial
Broadcast Ownership reports were verified and updated with information from the CDBS database, as
well as other publicly available sources and interviews with station representatives.

Stations broadcasting on channels 2-13 were assigned VHF status, while stations broadcasting on
channels 14-69 were assigned UHF status. Information about the network affiliation and local news
content of each station was determined by viewing station Web sites, checking local programming
listings or contacting the station.”’® The above data were merged with demographic data at the state
and Designated Market Area levels, using information from the U.S. Census Bureau and BIA
Financial. Statistical analysis methods such as ANOVA, t-tests, OLS, robust regression and probit
maximum likelihood models were performed to examine the statistical significance of market-level

52 As defined by Arbitron’s spring 2007 survey.

%3 BIA does not tabulate non-white Hispanic percentages; nor do they tabulate information for Native Hawaiian/Pacific Islanders or
American Indian/Alaska Natives.

** The list was gathered on July 18™ 2006. In addition to stations listed by the FCC as “licensed”, each station that had
“construction permit-off-air” or “licensed and silent” status was examined to determine if the station was currently on the air, and
if so, were added to the list of licensed stations.

°* This review was conducted from July 18" to August 3. Ownership reported herein is considered current as of June 2006, as
stations are required to file an updated Form 323 report within 30 days of a change in ownership structure, in addition to their
biennial filing.

°% Stations were deemed to air local news if they aired at least one local news broadcast during the programming week,
regardless of whether or not the station itself actually produced the newscast. Thus stations airing repurposed or repackaged
news broadcasts are still counted as airing local news.
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ownership and market-level demographics, as well as differences in ownership concentration.
Significance levels are highlighted in each figure.

Organization of the Report

The report is presented in four parts. Part One details the descriptive results from the radio industry
analysis. Part Two details the descriptive results from the television industry analysis. Appendix B
presents the econometric modeling of the radio data, while Appendix C details the econometric
modeling of the television data.

PART I - RADIO

The State of Female and Minority Radio Ownership in the United States

As of February 2007, there were 10,506 licensed full-power commercial radio stations in the United
States. Women own 609 stations, leaving 168 stations where the gender of the owner(s) could not be
determined. After accounting for these unknown gender stations, we estimated that women own 629
stations, or 5.99 percent of all stations.

We determined that 776 of the 10,506 stations are minority-owned. After accounting for the 279
stations where the race/ethnicity of the owner could not be determined, we estimated that minorities
own 812 stations, or 7.76 percent of all stations.

We estimated that of these stations, 362 have black or African-American owners, accounting for 3.45
percent of all stations. Hispanic or Latino owners controlled an estimated 305 stations, or 2.90
percent of the total. Asian owners control an estimated 92 stations, or 0.88 percent. American Indian
or Alaska Native owners control an estimated 32 stations, or 0.30 percent. There is one Native
Hawaiian or Pacific Islander owner who controls 21 stations®’, or 0.20 percent of all licensed full-
power commercial U.S. radio stations (see Figure 1).

Figure 1: Full-Power Commercial Radio Station Ownership
By Gender and Race/Ethnicity

Estimated Actual
Number Percent Of.A Il Percent of All
Commercial .
Category Owner of Full-Power Commercial Full-
Stations . R Power Radio
Radio Stations .
Stations*
Female 609 5.80 5.99
Male 8,533 81.24 82.44
Gender .

No Controlling Interest 1,196 11.37| 11.57
Unknown 168 1.59
Amer.Indian/AK Native 30 0.29 0.30
Asian 90 0.86 0.88
Black or African American 346 3.29 3.45
Hispanic or Latino 289 2.75 2.90

Race/Ethnicity |Nat.Hawaiian/Pac.Isl. 21 0.20 0.20
All Minority 776 7.39 7.73
Non-Hispanic White 8,921 84.92 87.21
No Controlling Interest 530 5.04 5.06
Unknown 279 2.65
Total 10,500

Source: FCC Form 323 filings; Free Press Research

* Estimates are based on known owners and estimates of the ownership of stations where

°" Roy E. Henderson
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ownership gender and/ or race counld not be determined

By comparison, non-Hispanic white owners control an estimated 9,162 stations, or 87.21 percent of
the total stations. The remaining stations are owned by entities with no single race/ethnicity
accounting for more than 50 percent of the voting interest. In most cases, the stations designated as
having “no controlling interest” are owned by large publicly traded corporations such as Cumulus
Broadcasting, whose voting stock is disbursed among a wide population of shareholders.

An estimated 1,216 stations are owned by entities where no single gender accounts for more than 50
percent of the voting interest. In over half of the stations with “no controlling interest” gender
status, the stations are owned by an entity that consists of a man and a woman (usually husband and
wife), with each having 50 percent of the voting interest.

Women make up half of the U.S. population, yet own approximately one-twentieth of full-power
commercial radio stations. Minorities account for neatly 33 percent of the U.S. population but own
less than 8 percent of the radio stations.

No Diversity at the Top of Station Management

Approximately 530 stations, or about 5 percent of all stations, are owned by an entity where no
controlling interest is held by a single race or ethnicity. These are often publicly traded corporations
where the voting interest is widely dispersed amongst shareholders, rendering assignment of
ownership ethnicity or race impossible.”® However, the companies that own these stations suffer
from the same lack of diversity seen in other stations. Only seven of the 530 stations with “no
controlling interest” race/ethnicity status have a minority CEO or president.

There were 1,196 stations with “no controlling interest” by gender, or 11.37 percent of all stations.
As indicated above, more than half of these stations are owned by husband-wife entities, where
ownership interest is shared equally. However, the male owners lead the overwhelming majority of
these arrangements. In total -- of the 1,196 stations assigned the status of “no controlling interest”
for gender -- only 55 have a female CEO or president.

This lack of diversity at the top is also seen among the stations where ownership gender and
race/ethnicity could be determined. Just 4.7 percent of all full-power commercial broadcast radio
stations are owned by an entity with a female CEO or president, while only 8 percent of stations are
owned by an entity with a CEO or president who is a racial or ethnic minority.

There is also a troubling lack of CEO diversity within the companies that are not female or minority
owned. Only 1 percent of the non-female-owned radio stations are owned by an entity with a female
CEO or president, while just 0.9 percent of the non-minority-owned radio stations are owned by an
entity with a minority CEO or president. By contrast, 34.5 percent of the female-owned stations had
a male CEO or president. Among minority-owned stations, the leadership largely reflected the
race/ethnicity of the owner, as was the case among non-minority-owned stations. Only 1.03 percent
of minority-owned stations had a white CEO or president.

We also found that while women own just 5.5 percent of the non-minority-owned stations, they own
9.3 percent of the nearly 800 minority-owned radio stations.’® And while minorities own just 7
percent of the non-female-owned stations, they control almost 12 percent of the more than 600
female-owned stations.®0

°% Form 323 only requires disclosure of persons who control 5 percent or more of the voting interest in a particular station. For the
“no controlling interest” race/ethnicity stations, the level of reported voting interest is often well below 50 percent.

°° Difference is significant at p<0.001

*° Difference is significant at p<0.001
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Minority-owned stations are also significantly more likely to be run by a female CEO or president
than are stations not owned by people of color. Nearly 8 percent of minority-owned stations have a
woman at the top in the position of CEO, president or managing member, versus just 4.5 percent of
the other stations.! Likewise, female-owned stations are significantly more likely to be run by a
minority CEO or president than stations not owned by women: 12 percent of female-owned stations
have a minority CEO or president, versus just 7.8 percent of other stations.62

This apparent complementary nature of female and minority ownership is also seen in the gender of
station’s general managers. Nearly 20 percent of the minority-owned stations have a female general
manager, versus 16.2 percent of the stations not owned by people of color.®3 Not surprisingly,
female-owned stations were twice as likely as stations not owned by women to employ a female
general manager.®* These differences are important, as station management may be a path to station
ownership.

Female and Minority Owners Control Fewer Stations per Owner

White male and large corporate station owners tend to own more stations than their minority and
female counterparts. The average number of stations owned per unique white, non-Hispanic owner
is 3.9, and male owners controlled an average of 4.1 stations each. The average number of stations
owned per unique owner is 2.6 for minorities and 2.1 for women.

While the average number of stations owned by a unique minority owner is 2.6, for Latinos it is even
lower (see Figure 2). This reflects the fact that the largest Latino owner (Border Media Partners)
controls just 27 stations, compared to 69 for the largest African-American owner (Radio One), and
43 for the largest Asian owner (Multicultural Radio Broadcasting Inc.). These numbers pale in
comparison to the largest non-minority owner, Clear Channel, which controlled nearly 1,100 stations
at the time of this study.

Female and minority radio station owners are also significantly more likely to be single-station
owners than their non-female and non-minority counterparts. Over 60 percent of female owners
control just a single station, compared to half of all non-female owners.®5 Two-thirds of the unique
minority owners control just one station, compared to half of all unique non-minority owners.

African-American and Latino owners drive the high level of minority single-station ownership. And
while the overall level of single-station ownership by minorities is high, it is even higher among
minority women. Neatly 91 percent of Latino female station owners and 80 percent of African-
American female owners are single-station proprietors (see Figure 3).

°! Difference is significant at p<0.001

°? Difference is significant at p<0.001

°* Difference is significant at p<0.05

¢ 30.6 percent versus 15.6 percent; Difference is significant at p<0.001
°° 60.8 percent versus 50.4 percent; Difference is significant at p<0.001
°° 67.8 percent versus 49.8 percent; Difference is significant at p<0.001
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Figure 2: Ownership Concentration and Race/Ethnicity:
Number of Radio Stations Owned per Unique Owner

Average Number|Median Number|
Owner of Stations of Stations
Owned per Owned per
Unique Owner | Unique Owner
Amer.Indian/AK Native 25 2
Asian 3.8 1
Black or African American 2.7 1
Hispanic or Latino 2.3 1
Nat.Haw./ Pac.Isl. 21 21
All Minorities 2.6 1
White, Non-Hispanic 3.9 2
Male 41 2
Female 21 1
White Male 4.4 2

Source: FCC Form 323 filings; Free Press Research

Figure 3: Ownership Concentration
Unique Owners Controlling Multiple Stations by Race/Ethnicity

Number of Percentage of [\.Iumber @ Pe.rcentage of
. . Unique Owners | Unique Owners
" Unique Owners | Unique Owners A q
Race/Ethnicity Gender . . Owning Owning
Owning Just Owning Just Wit Tt
One Station One Station 8 q
Stations Stations
Male 2 20 8 80.0
Amer.Ind/AK Native Female 0 0 1 100.0
All 3 25 9 75.0
Male 8 57.1 6 42.9
Asian Female 5 62.5 3 37.5
All 14 58 10 41.7
. Male 73 70.2 31 29.8
Ili::lcel:i(c’: :fncan Female 12 80 3 20.0
All 93 72 37 28.5
Male 59 67.0 29 33.0
Hispanic or Latino |Female 20 90.9 2 9.1
All 90 70 38 29.7
Native Male 0 0 1 100
Hawaiian/Pacific ~ |Female 0 0 0 0.0
Islander All 0 0 1 100
Male 142 65 75 34.6
All Minorities Female 37 80.4 9 19.6
All 200 68 95 32.2
. Male 803 45.0 983 55.0
m;g:’nion' Female 130 55.1 106 449
All 1,065 46 1,235 53.7
Male 1,017 48.8 1,069 51.2
All Female 180 60.8 116 39.2
All 1,465 51 1,380 48.5

Source: FCC Form 323 filings; Free Press Research

Female and minority owners are also less likely to be “group owners,” those entities that control
stations in multiple markets or more than three stations in a single market (see Figure 4).
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Figure 4: Group Station Owners By Gender/Race Ethnicity

B Minority-Owners B Female-Owners
35 B Non-Minority-Owners o Non—Female;Owners
” 25 30.4
25
20
15
10
5
0 " Percent of Unique Owners that Own Stations in Multiple Markets
Or Own More than Three Stations in a Single Market - “Group Owners”

Source: FCC Form 323 filings; BLA Financial; Free Press Research
* difference is statistically significant at p < 0.001;  difference is statistically significant at p < 0.10

Female- and Minority-Owned Stations: More Local, More Often

The FCC states that localism is one of its key criteria as it reviews regulations governing broadcast
media ownership. Since broadcasting by its nature is a local medium, increasing the amount of local
ownership should be a paramount policy goal. In theory, local owners should be more connected to
the communities they serve, and thus in a better position to serve the public interest than owners
who treside hundreds or thousands of miles away.

To examine the relationship between the gender and race/ethnicity of station owners and the degree
of local ownership, we first constructed a definition of “local ownership.” The definition is more
expansive than just the physical location of the license and the owners, reflecting the fact that most
radio stations serve areas that are larger than just a single city or county. We chose a market-based
definition, deeming a station to be locally owned if the ownet’s physical headquarters were in the
same Arbitron radio market a station serves. For the 40 percent of stations not in an Arbitron
market, we defined stations as locally owned if the owner’s headquarters and the station were both in
counties in the same Arbitron Total Survey Area®” or were located within two counties adjacent to
each other.

Using this definition, we found that stations owned by women are significantly more likely to be
locally owned. Among all stations, 64.4 percent of the female-owned stations are locally owned
versus 41.6 percent of the non-female-owned stations. For the stations in Arbitron-rated markets,
48.7 percent of the female-owned stations are local, versus just 29.2 percent of the non-female-
owned stations. Among the stations in unrated markets, a whopping 85.7 percent of female-owned
stations are locally owned, versus 61 percent of the stations not owned by women (see Figure 17).

¢ Each Arbitron radio market is made of up to two geographic areas that are each surveyed to determine ratings information. The
“Metro Survey Area” (Metro) includes the counties that actually make up the Arbitron market and is surveyed four times each year.
The “Total Survey Area” (TSA) includes all of the counties in the Metro as well as one or more non-Metro counties contiguous to
the Metro area. TSAs are surveyed twice a year and, in general, are areas that are not in the Arbitron market but where listeners
may be able to hear the radio stations that serve the nearby rated market.
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Figure 5: Local Station Ownership by Gender

B Percent of Female-Owned
90 Stations that are Locally Owned
O Percent of Non-Female-Owned
80 Stations that are Locally Owned
*
n 64.4
60
*
50 48.7
41.6
40 |
30
20
10
0 . .
All Stations Stations in Stations in
Rated Markets Unrated Markets

Source: FCC Form 323 filings; BLA Financial; Free Press Research
* difference is statistically significant at p < 0.001

For minority owners, the situation is more complex because the minority population is not evenly
distributed throughout all regions of the country. Among all stations, 42.5 percent of the minority-
owned stations are locally owned, essentially the same level observed among stations not owned by
minorities.

However, for the stations in Arbitron-rated markets, 38.3 percent of the minority-owned stations are
locally owned, versus just 29.4 percent of the non-minority-owned stations. But the situation is
reversed in the unrated markets, which have lower minority populations.®® Among the stations in
unrated markets, the level of local ownership by minority owners is over 56 percent. But the local
ownership level of stations not owned by minorities is 62.9 percent (see Figure 6).

Local ownership is also strongly associated with the numbers of stations controlled per owner. Not
surprisingly, local ownership is very high among single-station owners. Over 83 percent of single
stations are locally owned, versus just 36 percent of the stations owned by multiple station owners.®
Among the stations controlled by group owners (those with stations in multiple markets or three or
more stations in a single market), only 28 percent of their stations are locally owned, versus 85
percent of the stations of non-group owners.”

°® The average minority population in Arbitron markets is 26.6 percent. The average minority population in the counties of
unrated market stations is 18.5 percent.

°° Difference is statistically significant at p < 0.0001.

’° Difference is statistically significant at p < 0.0001.
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Figure 6: Local Station Ownership by Race/Ethnicity

B Percent of Minority-Owned

70 Stations that are Locally Owned +
B Percent of Non-Minority-Owned 62.9
60 Stations that are Locally Owned

Stations in Stations in
Rated Markets Unrated Markets

All Stations

Source: FCC Form 323 filings; BLA Financial; Free Press Research
* difference is statistically significant at p < 0.001; ¥ difference is
statistically significant at p < 0.10

Female- and Minority-Owned Stations Thrive In Less Concentrated Markets

Minority- and female-owned stations tend to be, on average, in the larger (by both number of
stations and population) Arbitron markets (see Figure 32 below). Given that the larger markets tend
to be less concentrated’, we expected to find minority- and female-owned stations are in less
concentrated markets than those without these stations. And this is indeed the case.

In the markets that contained at least one minority-owned station, the average number of stations
held per unique owner was 2.33, far less than the ratio of 2.68 stations per unique owner observed in
the markets that had no minority owners.”? Similarly, in markets with female owners the average
number of stations per owner was 2.31, significantly lower than the 2.65 stations per owner in the
markets without female-owned stations.”

The Arbitron markets that had female and minority owners were also significantly less concentrated

than the markets without these owners in terms of the concentration of market revenue and audience
share, as measured by the Herfindahl-Hirschman Index (HHI).™

"* The number of stations owned per unique owner is positively correlated with market rank (i.e., as a market decreases in size, the
concentration of station ownership tends to increase). This pairwise correlation has a Pearson’s r of 0.23 ata p < 0.0001. This
result is repeated in the case of market audience share HHI (see below for definition), where the r = 0.55 at p < 0.0001; and in the
case of market revenue HHI (see below for definition), where the r = 0.39 at p < 0.0001.

’? Difference is significant at p<0.001

’? Difference is significant at p<0.001

"% The Herfindahl-Hirschman Index (HHI) is calculated as:

H =)'} x10,000
i=1
where
n = the number of firms
Si = the share of the ith firm.
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The average audience share HHI in markets with minority owners was 1,675 -- far below the value
seen in markets without minority owners, which stood at 2,135.75 A nearly identical result was
observed in the case of markets with female owners, where the audience share HHI was 1,688 -- far
below the 2,050 HHI seen in the markets without female-owned stations.”® This pattern was repeated
in the examination of market revenue HHIs, where the average market with a minority had an HHI
of 3,063, significantly less than the revenue HHI of 3,916 observed in the markets with no minority
owners.”” Finally, the revenue HHI for female owner markets was 3,107, far less than the 3,745 value
observed in markets that had no female owners present.’

It could be argued these results are due to population differences at the market level, not the result of
lower concentration leading to higher levels of diverse ownership. This argument is only relevant in
the case of minority owners, as minorities tend to make up larger percentages of the population in
the higher-ranked Arbitron markets.”

However, even if the size of the market and the level of minority population in the market are held
constant, markets with minority owners are significantly less concentrated than markets without
minority owners.80 And a similar examination of female ownership show that markets with a female-
owned station are also significantly less concentrated than markets without such stations.8!

Another way of examining this issue is to look at the probability that an individual station will be
minority-owned, given the particular characteristics of each market or station. Under this analytical
frame, we still find that as a market becomes more concentrated, a station is siguificantly less likely to
be minority-owned — even when holding market and station characteristics constant.82 A similar
examination of the probability of female station ownership also reveals a strong negative association
with market concentration, even after accounting for market- and station-level characteristics.53

These findings are extremely important, for they imply that minority and female owners thrive in
more competitive markets, regardless of market or station characteristics. They also have tremendous
implications for the current ownership proceeding at the FCC. One unambiguous consequence of
further industry consolidation and concentration will be to diminish both the number of minority-
owned stations and the number of female-owned stations. The FCC should seriously consider the
effects on women and minority owners and their listeners before it moves to enact policies that will
lead to increased market concentration.

Indeed, though we did not examine historical trends in female and minority radio station ownership
in this study, our results for the TV market (detailed below) show that previous pro-consolidation
policies enacted by the FCC in the late 1990s had a significant impact on minority TV station
ownership, indirectly or directly contributing to a loss of 40 percent of the TV stations that were

Thus a market with 10 firms that had equal market shares (0.1 each) would have an HHI of 1,000. A higher HHI means a market is
more concentrated. HHIs above 1,800 indicate a market is “highly concentrated”. Market revenue share HHI calculations were
based only on the universe of commercial stations. For market audience share calculations, all commercial and non-commercial
stations were included. Share is reported by BIA (using Arbitron data) as the percent of all those listening to the radio at a given
time that are tuned in to the particular station. However, because audience share information is not reported for noncommercial
stations, these stations and the commerecial stations that had no reported share were assigned an estimated value, calculated by
summing the total reported shares, subtracting from 100, and dividing the remainder among these stations.

’* Difference is significant at p<0.001

’% Difference is significant at p<0.001

"7 Difference is significant at p<0.001

’® Difference is significant at p<0.001

" The pairwise correlation between market rank and percentage minority population shows a negative relationship, with a
Pearson’s r of -0.32 at p < 0.0001 (i.e. the percentage of a market’s population that is made up of racial and ethnic minorities tends
to decrease as the market size decreases).

%9 See Appendix B for details.

®! See Appendix B for details.

%2 See Appendix B for details. Control variables include total market population, the percent minority population in the station’s
market, the percent female population in the station’s market.

%7 See Appendix B for details.
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minority owned as of 1998. The FCC’s 2003 State of the Radio Industry report found that from 1996 to
2003, the number of unique radio station owners had decreased by 35 percent, even as the overall
number of stations increased by 6 percent.8* (Notably, this study wasn't made public until last fall
when a copy was leaked to California Sen. Barbara Boxer). These trends certainly can be attributed to
the policies contained within the 1996 Telecommunications Act and subsequent FCC decisions that
facilitated massive industry consolidation.

Minority Ownership of Radio Stations is Low Even in Markets with Large Minority
Populations

Because broadcast radio stations are geographically limited in their market reach, information about
female and minority ownership at the local level is more telling than the national aggregate. The
traditional geographic boundary used for analysis of radio markets at the local level is the Arbitron
market. These markets encompass over 80 percent of the entire U.S. population. But unlike Nielsen's
Designated Market Areas (DMAs), Arbitron markets do not cover the entire country, nor do they
capture all of the licensed radio stations. Thus our analysis at the market level excludes the 40 percent
of radio stations that lie outside of Arbitron markets.

Like ownership at the national level, minorities are vastly underrepresented at the Arbitron market
level, even in areas where minorities are the majority. The same is true for women, even though
nationwide they comprise a majority of the population.

Minority-owned stations are present in 154 of the nation’s 298 Arbitron radio markets. Examination
of individual racial and ethnic groups shows only modest overlap between different minority groups,
mostly in the larger markets that have higher proportions of minority populations. Of the 154
markets with a minority owner, over two-thirds have just a single minority group represented. Only
the Houston, Texas and Washington, DC markets have four of the five minority groups represented.
No market has all five.

Black- or African-American owned stations are in 100 of the 298 markets, while Hispanic- or Latino-
owned stations are present in 81 markets. Asian-owned stations are present in 32 markets, while
stations owned by Native Hawaiian or Pacific Islanders are located in four markets. Ametican
Indian- or Alaska Native-owned stations are in six of the 298 Arbitron markets. Non-minority-
owned stations are present in every single Arbitron market.

In 23 of the 298 U.S. Arbitron radio markets, minorities comprise a majority of the population.
However, even in these markets the percentage of radio stations owned by minorities is still relatively
low. In two of these 23 markets (Stockton, Calif. and Las Cruces, N.M.) minorities own no stations.
Minorities own a majority of stations in only one of these markets, Laredo, Texas (see Figure 7).

8 Review of the Radio Industry, 2003, Federal Communications Commission, Media Bureau, Industry Analysis Division, September
2003.

58



Figure 7: Arbitron Radio Markets with "Majority-Minority' Populations

... | Percent of Radio
Percent Minority . .
WS Market Population in St
Rank Market Owned
Market L

by Minorities
205 [Laredo, TX 95.1 62.5
58 [McAllen-Brownsville-Harlingen, TX 88.1 45.5
76 El Paso, TX 83.0 10.5
64 |Honolulu, HI 80.0 9.7
227 |Las Cruces, NM 67.5 0.0
2 Los Angeles, CA 64.3 26.8
12 [Miami-Ft. Lauderdale-Hollywood, FL 63.7 33.3
136 |Corpus Christi, TX 60.9 21.4
66 Fresno, CA 60.3 10.3
29 San Antonio, TX 59.3 24.4
100 |Visalia-Tulare-Hanford, CA 58.2 28.6
180 |Merced, CA 56.0 20.0
126 |Victor Valley, CA 56.0 23.3
35 |SanJose, CA 55.8 18.8
129 |Fayetteville, NC 53.7 10.5
270 |Albany, GA 53.7 6.3
25 |Riverside-San Bernardino, CA 52.7 23.1
81 |Stockton, CA 52.6 0.0
70 |Albuquerque, NM 52.3 5.6
6 Houston-Galveston, TX 51.5 30.9
78 |Bakersfield, CA 50.5 9.4
4 San Francisco, CA 50.0 13.6
236 |Santa Fe, NM 50.0 27.3

Source: FCC Form 323 filings; BLA Financial; Free Press Research

Overall, in 288 of the 298 U.S. Arbitron radio markets, the percentage of minorities living in the
market is greater than the percentage of radio stations owned by people of color. In total, people of
color own more than 25 percent of a market’s stations in just 24 of the nation’s 298 radio markets;
they own more than one-third of the stations in just seven markets.

Hispanics or Latinos form a plurality or majority of the population in 11 Arbitron markets.8> In one
of these markets (Las Cruces, N.M.), there are no Latino or any minority owners. Latinos own a
majority of the stations in just one of the seven markets where Latinos comprise a majority of the
population (Laredo, Texas). There are Latino owners present in 22 of the 25 top markets by Latino
population. However, even in these markets, the level of Hispanic or Latino ownership is up to eight
times below the proportion of the Latino population living there. In 277 of the 298 radio markets,
the percentage of Latinos living in the market is greater than the percentage of local radio stations
owned by Latinos.

While there is only one Arbitron radio market where African-Americans constitute a majority of the
population (Albany, Ga.), the African-American proportion of the population is at or above the
nationwide level in all 298 rated markets. However, black-owned stations are present in just a third of
these markets. Figure 40 shows the 25 markets with the highest percentages of African-Americans
living within each market. Three of these markets have no African-American-owned stations
(Meridian, Miss.; Monroe, La.; and Jackson, Tenn.), even though more than a third of the population
is African-American.

In the 22 remaining markets, the level of African-American-ownership is up to 12 times below the
black proportion of the total population. In 282 of the 298 radio markets, the percentage of African-
Americans living in the market is greater than the percentage of local radio stations owned by
African-Americans.

8 Latinos form a majority in the following markets: Laredo, Texas; McAllen-Brownsville-Harlingen, Texas; El Paso, Texas; Las Cruces,
N.M.; Corpus Christi, Texas; San Antonio, Texas; and Visalia-Tulare-Hanford, Calif.. In addition, Latinos form a plurality in Merced,
Calif,; Fresno, Calif; Miami-Ft. Lauderdale, Fla.; and Los Angeles.
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Honolulu is the only Arbitron market where Asians constitute a majority of the population, and
Asian owners control three of the 31 commercial radio stations there. There are no Asian owners
present in 15 of the 34 markets where the Asian proportion of the population is at or above their
nationwide level. In 281 of the 298 radio markets, the percentage of Asians living in the market is
greater than the percentage of local radio stations owned by Asians.

There are no American Indian or Native Alaskan owners present in 59 of the 61 markets where the
American Indian or Native Alaskan proportion of the population is at or above their nationwide
level. In 294 of the 298 radio markets, the percentage of American Indian or Native Alaskans living
in the market is greater than the percentage of local radio stations owned by this minority group.

There are no Native Hawaiian or Pacific Islander owners present in all 10 of markets where the
Native Hawaiian or Pacific Islander proportion of the population is at or above their nationwide
level. There are no Native Hawaiian or Pacific Islander-owned stations in the Honolulu Arbitron
market.

Stations owned by women are present in just 126 of the 298 U.S. Arbitron radio markets. Women
make up the majority of the population in 253 of the 298 U.S. Arbitron radio markets, and are above
46 percent of the population in the remaining 45 markets. However, in there are no women owners
in 144 of the 253 markets where women comprise a majority of the population.

The Stamford-Norwalk, Conn. market is the only market in the U.S. where women own more than
half of the stations, and the only market where the percentage of stations owned by women exceeds
the percentage of women living in the market. (Cox Enterprises owns four of the six commercial
stations in Stamford-Norwalk, Conn.) In total, women own more than 25 percent of a market’s
stations in just 18 of the nation’s 298 radio markets; they own more than one-third of a market’s
stations in just six markets.

The National Reach of Female and Minority-Owned Radio Stations

Unlike the TV market, the average minority listener is reasonably likely to live in an area that is
served by at least one minority-owned radio station. But there are still many minorities who live in
markets that are not served by a minority owner. And far more women live in markets that aren't
served by a female-owned station.

Female-owned stations reach 57 percent of all women and 57 percent of all people living in
Arbitron-rated markets. However, the average radio market has 18 male-owned stations but only one
station owned by a woman.

Minority-owned stations reach 90.9 percent of all minorities living in Arbitron-rated markets, and
reach 81.6 percent of all people living in these markets. However, the average radio market has 18
white-owned stations but just two minority-owned stations.

Female- and Minority-Owned Stations Are More Likely to Be AM Stations in Larger Radio
Markets

Of the 10,506 total full-power commercial broadcast radio stations, 4,393 are AM stations and 6,113
are FM stations. FM stations are considered to be more valuable properties than AM stations,
because FM stations on average have larger listening audiences and demographics coveted by
advertisers, which translates into higher station revenues.8¢ This is due in part to the fact that the FM
format allows for higher quality music broadcasting.

% In our sample, the average audience share for AM stations was 0.48, significantly lower than the 1.77 share for FM stations. The
AM stations in our sample had an average annual station revenue of $649,000 per station, significantly lower than the average for
FM stations, which was approximately $1.8 million per station.
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The already low level of female and minority broadcast radio ownership is even lower in the more
valuable FM market. Women own an estimated 5.54 percent of all FM stations and 6.63 percent of
all AM stations. Minorities own an estimated 5.61 percent of all FM stations and 10.65 percent of all
AM stations.

Breaking the numbers down further, African-Americans own an estimated 2.80 percent of all FM
stations and 4.35 percent of AM stations. Latinos control 2 percent of FM stations and 4.15 percent
of AM stations. American Indian/Alaska Natives own 0.27 petcent of the FM stations and 1.73
percent of the AM stations, while Asians control 0.27 percent of the FM stations and 0.33 percent of
AM stations.

Nearly six out of every 10 minority-owned radio stations ate on the AM dial. This is in contrast to
stations not owned by minorities, where six out of every 10 are FM stations. While slightly more than
half of all female-owned stations are FM, this is still a significantly lower level than non-female
owners, where FM stations account for nearly six out of every 10 stations (see Figure 8).

Figure 8: Ownership of AM and FM Radio Stations By Gender/Race Ethnicity

H Percent of All B Percent of All
Minority-Owned Stations Female-Owned Stations
70| @ PercentofAll O Percent of All
Non-Minority-Owned Stations Non-Female-Owned Stations
* * %
* 59.4
60 57.0 58.4
54.0
* %
= 46.0
41.6
40
30
20
10
0 T
AM FM AM FM

Source: FCC Form 323 filings; Free Press Research
* difference is statistically significant at p < 0.001; ** djfference is statistically significant at p <
0.05

Women also own a disproportionately high level of stations that are not in Arbitron-rated radio
markets. While 39 percent of stations not owned by women are located in unrated markets, 42.4
percent of female-owned stations are located in these smaller, less lucrative areas.8”

For minority owners the opposite is true. Nearly eight out of every 10 minority-owned stations are in
Arbitron-rated matkets. For non-minority owners, six out of every 10 stations are located in rated
markets. This is in part driven by demographics: Minorities tend to own stations where the minority
population is higher. This tends to be the case in the larger radio markets.

Though a disproportionately high level of women-owned radio stations are in unrated markets, the
female-owned stations that are in Arbitron markets tend to be in the larger markets. The average

% Difference is significant at p<0.1
% 76.3 percent versus 59.4 percent; Difference is significant at p<0.001
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market rank for female-owned station in Arbitron markets is 104.5, significantly higher than rank of
the average non-female-owned stations, which is 116.1.89 (The largest market, New York, is ranked
No. 1; the smallest Arbitron market, Casper, Wyo., is ranked No. 299.)

The same pattern is also seen for the minority-owned radio stations in Arbitron markets. The average
market rank for these stations is 83.4, a significantly higher rank than non-minority-owned stations,
which average just under 119.9

Female and Minority Ownership Is Complementary

One of the recurring themes exhibited in the data generated by this study is that female and minority
radio station ownership is complementary on a number of levels. For example, female-owned
stations are present in 53.9 percent of the Arbitron markets that have a minority-owned station; by
comparison, female-owned stations are only found in 29.9 percent of the markets that do not have
minority-owned stations.”! And the reverse is true as well: Minority-owned stations are found in 65.9
percent of the Arbitron markets that have a female owner, versus just 41.3 percent of the markets
that do not have a female owner present.®?

We also found that the percentage of a station’s ownership voting interest held by women is
significantly higher at minority-owned stations than it is at non-minority-owned stations. Among the
minority-owned stations, the average percentage of votes held by women was over 20 percent,
compared to 13.5 percent at stations not owned by people of color.”? The level of female voting
interest control at non-female-owned stations was quite low, just under 9 percent.%

Female- and Minority-Owned Stations: Format Diversity, Market Revenue and Audience
Share

Our data indicate there are significant differences in the formats aired by minority and non-minority
owners, but not generally among female and non-female owners. This explained by the fact that
minority owners are more likely to choose formats that appeal to minority audiences. But these
differences have a practical impact on the market status of minority-owned stations, as measured by
audience ratings and share of market revenues.

The largest format category aired by minority owners is the Spanish format, accounting for neatly
one-third of all minority-owned stations.?> The second and third largest formats at minority-owned
stations are the Religion and Urban formats, which respectively account for 17.4 percent and 16.8
percent of minority-owned stations. In total, these three formats are aired on two-thirds of all
minority-owned stations but only 15 percent of stations not owned by minorities. The largest format

% Difference is significant at p<0.05

% Difference is significant at p<0.001. These results are the exact opposite of those reported by Byerly using the flawed FCC
summary reports of Form 323 data. Byerly concluded: “Data show that both women and minority broadcasters serve mainly small-
town and rural areas.” This error is attributable to both the fact that the Form 323 summaries missed a substantial amount of
stations (mostly those owned by larger group owners) and that Byerly used the community of license as the assessment of
markets served by women and minority owners, even though the site of the tower is a poor measure of the actual media market.
Furthermore, the use of the Form 323 summaries did not enable comparisons with non-minority and non-female stations. (See
“Questioning Media Access: Analysis of FCC Women and Minority Ownership Data,” Benton Foundation and Social Science
Research Council, October 2006.)

°! Difference is significant at p<0.001

% Difference is significant at p<0.001

% Difference is statistically significant at p < 0.001

% The level of female voting interest control at female-owned stations is 82.9 percent. This difference is statistically significant at p
<0.001.

% BIA Media Access Pro lists 20 format categories: Adult Contemporary, Album Oriented Rock/Classic Rock, Classical,
Contemporary Hits/Top 40, Country, Easy Listening/Beautiful Music, Ethnic, Jazz/New Age, Middle of the Road, Miscellaneous,
News, Nostalgia/Big Band, Oldies, Public/Educational, Religion, Rock, Spanish, Sports, Talk, and Urban. Within each format
category, stations can be assigned numerous formats. For example, the “Spanish” format category contains formats such as
Mexican, Ranchera, Reggaeton, Spanish, Spanish Adult Contemporary, Tejano, and Tropical.
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at non-minotity-owned stations is the country format, which is aired at a fifth of these stations (sece
Figure 9).

There is relatively little difference in the formats aired by female-owned stations versus those not
owned by women. Both groups have the same top five formats (Country, Adult Contemporary,
Religion, News, and Oldies), which account for approximately 60 percent of each group’s respective
stations.

The difference in formats aired on minority-owned stations is quite stark from those aired on other
stations. Among the 20 general station format categories, minority-owned stations were significantly
more likely to air Spanish, Religion, Urban, and Ethnic formats (see Figure 10). And these owners
were significantly less likely to air many of the remaining formats, including four out of the five top
formats by audience share.

Figure 9: Top Station Format Categories By Race/Ethnicity

Formats of Formats of
Minority-Owned Non-Minority-Owned
Stations Stations
Count
All Others All Others 20%ry

23%

40%

Spanish
32%

Adult
Contemp.
14%

News

17%
Urban 8% Religion 9%
17% 9%

Source: FCC Form 323 filings; BLA Financial; Free Press Research

% The following formats aired on a significantly lower percentage of minority-owned stations as compared to stations not owned
by people of color: Adult Contemporary, Album Oriented Rock/Classic Rock, Contemporary Hits/Top 40, Country, News, Nostalgia,
Oldies, Rock, Sports(all at p < 0.001); Talk (at p < 0.05); and Middle of the Road (at p < 0.10).
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Figure 10:
Formats That Air on a Significantly Higher Proportion of Female and Minority-Owned

Stations

35

*  @Percent of All EPercent of All

3Ld Minority-Owned Stations Female-Owned Stations
30 B Percent of All OPercent of All
Non-Minority-Owned Stations Non-Female-Owned Stations
25 * %
22.5

11.3
9.0

* %

Spanish Religion  Urban Ethnic Country Easy Lis. Ethnic Religion

Station Format Category

Source: FCC Form 323 filings; BLA Financial; Free Press Research

* difference is statistically significant at p < 0.001; ** djfference is statistically significant at p <
0.05

1 difference is statistically significant at p < 0.10

These differences suggest that the race and ethnicity of the owner has a strong effect on the type of
formats put on the air. The Spanish, Urban and Ethnic formats are general format categories that
cater to racial and ethnic minorities, a smaller demographic than targeted by formats like Top 40 and
Rock. Furthermore, the high propensity for minority owners to air religious programming could
reflect the fact that people of color, especially African-Americans, attend church far more regularly
than non-Hispanic whites.®”

The decision on what format to air has important financial implications for license holders. To
advertisers, it not only matters how many people are listening to a particular station. It matters who is
listening to these stations. Radio advertisers, depending on the product they are selling, want to reach
the coveted 18-34 year olds or 25-54 year olds, who they perceive as more responsive to their ads and
more likely to spend money on non-discretionary items. For example, the Urban format stations had
the highest audience share among all formats for the 2006 calendar year. However, these station’s
average share of local market revenue (2004-2005 average) is ranked sixth, 40 percent below the
Album Oriented/Classic Rock format, which only ranked fourth in audience share (see Figure 11).

%7 See The Association of Religion Data Archives, “General Social Survey 2004”". Available at
http://www.thearda.com/Archive/Files/Descriptions/GSS2004.asp. This survey indicated that 18.5 percent of whites reported
never attending church, while only 8.5 percent of African-Americans and 14.1 percent of “other” races reported never attending
church.
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Figure 11: Station Formats by Average Audience and Market Revenue Shares

Average Share Average
Format of Market Format Audience
Revenue Share
Album Oriented/Classic Rock 8.0 Urban 3.5
Country 7.9 Contemporary Hits 33
Contemporary Hits 7.4 Country 3.1
Adult Contemporary 7.1 Album Oriented/Classic Rock 2.8
Rock 5.6 Adult Contemporary 2.7
Urban 4.8 Rock 2.3
Middle of the Road 4.8 Jazz/New Age 2.1
News 4.0 Easy Listening 2.1
Oldies 4.0 Middle of the Road 1.9
Easy Listening 3.3 News 1.8
Jazz/New Age 3.0 Classical 1.8
Talk 2.0 Oldies 1.7
Spanish 2.0 Spanish 1.2
Classical 1.6 Talk 1.0
Sports 1.6 Nostalgia/Big Band 1.0
Nostalgia/Big Band 1.5 Sports 0.7
Miscellaneous 1.1 Religion 0.6
Religion 1.0 Miscellaneous 0.5
Ethnic 0.7 Ethnic 0.3

Source: FCC Form 323 filings; BLA Financial; Free Press Research



PART II - TELEVISION

There are currently 1,349 full-power commercial television stations in the United States. Sixty-seven
— or 4.97 percent — of the stations are owned by women.

Forty-four of the 1,349 stations, or 3.26 percent, are minority-owned. Of these stations, 18 have
black or African-American owners, accounting for 1.33 percent of all stations. Nine of these stations
were controlled by a single entity, Granite Broadcasting. Hispanic or Latino owners controlled 15
stations, or 1.11 percent of the total. American Indian or Alaska Native owners control five stations,
or 0.37 percent, while Asian owners control six stations, or 0.44 percent. There are no stations in the
United States owned by Native Hawaiian or Pacific Islanders (see Figure 12).

Figure 12: Full-Power Commertcial Television Ownership
By Gender & Race/Ethnicity

Percent of All
Sy Owner Numl?er of| Commercial
Stations | Full Power TV
Stations
Female 67 4.97
Gender Male ) 948 70.27]
No Controling Interest 327 24.24
Unknown 7 0.52]
Amer. Ind./AK Nat. 5 0.37
Asian 6 0.44
Black or Afric. Amer. 18 1.33
Hispanic or Latino 15 1.11
Race/Ethnicity |Nat. Haw/Pac. Isl. 0 0.00
All Minority 44 3.26
White 1,033 76.58
No Controling Interest 264 19.57
Unknown 8 0.59
Total Universe 1,349

Source: FCC Form 323 filings; Free Press Research

By comparison, non-Hispanic White owners controlled 1,033 stations, or 76.6 percent of the total
stations. The bulk of the remaining stations were owned by entities with no single race/ethnicity
accounting for greater than 50 percent of the voting interest (or where the proper information was
not given). In most cases, the 264 stations designated as having “no controlling interest” are owned
by large publicly traded corporations such as Clear Channel, whose voting stock is disbursed among a
wide population of shareholders.

Seven stations, or 0.52 petcent, are controlled by entities whose race/ethnicity and gender status
could not be determined, and an additional station (WATM-TV) is controlled by an owner whose
race/ethnicity status could not be determined.

There were 264 stations with “no controlling interest” held by a single race, or 19.6 percent of all
stations. But only one of these 264 stations — Atlanta’s WTBS, which is owned by Time Warner —
has a minority CEO. There were 327 stations with “no controlling interest” by gender, or 24.24% of
all stations. Of these 327 stations, only two stations (KJNP and WEHT) have a female CEO or

president.
Women make up half of the U.S. population, yet own less than one twentieth of the full-power

commercial television stations. Minorities account for nearly 33 percent of the U.S. population but
own just 3 percent of the television stations.
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Historical Comparison: Minority Ownership of Full-Power Commercial TV Stations Has
Decreased Since 1998

This study represents the first complete census of all licensed full-power commercial broadcast
television stations operating in the United States. There was one other attempt to ascertain the level
of female broadcast TV ownership, a 1982 study commissioned by the FCC.%8 However, that study
determined the gender ownership for just a sample of stations, not the full universe.

Since 1990, the National Telecommunications and Information Administration (NTIA) has
administered the Minority Telecommunications Development Program (MTDP), a program first
initiated during the Carter administration to increase minority ownership of radio and television
broadcasting stations as well as other telecommunications businesses. From 1990 to 2000, the NTIA
released several reports that estimated the total number of minority-owned radio and television
stations.

The agency has not conducted any further research into this matter since their last report was issued
in December 2000, and officials have indicated that they do not intend to issue any further reports.
When asked about plans for future studies by the National Association of Hispanic Journalists, the
NTIA directed the group to the flawed FCC summaries of Form 323 data.”

Because of the differing methodologies, direct comparisons between this study and earlier NTIA
reports are not valid. At the time NTIA conducted its studies, it did not have the full ownership
information that is now available from individual Form 323 filings. To compile their list of minority-
owners, the NTIA relied on word of mouth and membership information from various minority
broadcast trade associations. While this effort provided a fairly complete assessment of minority
broadcast ownership, it was not a full census of all broadcast stations. The agency has indicated that
its results were not comprehensive, and that future work based on Form 323 filings would provide a
more complete picture of minority ownership.100

Using the NTIA’s 1998 list, the list of current minority owners, ownership information from the
FCC and interviews with station representatives, Free Press identified nine stations that were missed
by the NTIA in its 1998 report, for a total of 40 stations. A similar effort was applied to correct the
2000 NTIA reportt, but it was less precise because the NTIA omitted the names of minority-owned
stations and owners in that survey. However, Free Press did identify 35 total stations that were
minority-owned in 2000 (see Figure 9). While these corrected data provide a more complete
assessment of the historical trend in minority television ownership, they do not represent a rigorous
census of all stations.

However, these data cleatly show there has been no improvement in the level of minority broadcast
television ownership since 1998, despite the fact that the total universe of stations has increased by

% “Female Ownership of Broadcast Stations,” prepared for the Federal Communications Commission by ELRA Group Inc., May
1982.

» Letter from NTIA to Ms. Veronica Villafane, President, National Association of Hispanic Journalists, April 27, 2006. Available at
http://www.nahj.org/nahjnews/articles/2006/april/NTIAResponseLetter.pdf. “Presently, NTIA has no plans to conduct a minority
ownership study. You may find of interest, however, data on female and minority ownership from the Federal Communications
Commission’s ownership reports filed in calendar year 2003. The data are available on the Commission’s website. ..."

1% See the 2000 NTIA report, which states: “MTDP acknowledges that despite its best efforts, non-sampling error likely occurred
because of an inability to identify all of the nation’s minority commercial broadcasters. Such error may be reduced in the future as
aresult of the FCC's recent requirement that owners disclose on their biennial reports information about the participation of
minorities and women in station ownership. ... In establishing the requirement, the Commission noted the difficulty NTIA faces in
obtaining complete and accurate information from broadcast owners. It concluded that NTIA’s data would complement, but not
substitute for, information the Commission gathered, because as the licensing authority, it is ‘appropriately and uniquely situated
to collect information on the gender and race of the attributable interests of its licensees.””
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approximately 12 percent. Furthermore, there has been a marked decrease in the total number of
black or African-American owned stations — dropping nearly 30 percent since 1998.

Figure 13: Minority Full-Power Commercial Television Ownership Since 1998
By Gender & Race/Ethnicity

Current Ownership Summary

Historical Data for 50 U.S. States & DC for 50 U.S. States & DC

Corrected 1998 Corrected 2000 2006
NTIA Data NTIA Data Free Press Census
Race/Ethnicity Percent of All Percent of All Percent of All
Number of | Commercial | Number of | Commercial | Number of | Commercial
Stations Full Power TV Stations Full Power TV Stations Full Power TV
Stations Stations Stations

Amer. Ind./AK Nat. 2 0.17] 3 0.23 5 0.37
Asian 3 0.25 3 0.23 6 0.44
Black 25 2.07| 21 1.63 18 1.33
Hispanic or Latino 10 0.83 8 0.62 15 1.1
Nat. Haw/Pac. Isl. 0 0.00, 0 0.00 0 0.00
All Minority 40 3.31 35 2.72 44 3.26
White n/a n/a 1,033 76.58
No Controling Interest| n/a n/a 264 19.57
Unknown n/a n/a 8 0.59

Total Universe 1,209 1,288 1,349

Source: FCC Form 323 filingsy NTLA; Free Press Research
Tracking Ownership: FCC Rules Changes Led to the Sale of Minority-Owned Stations

Using the corrected list of minority-owned TV stations from the 1998 NTIA report, Free Press
tracked the ownership of the 40 stations that were minority owned as of that year, investigating the
effects of two key policy changes that occurred in the late 1990’s: the increase in the national
ownership cap from 25 percent to 35 percent and the 1999 FCC Otder that allowed local television
duopolies. Free Press identified 17 minority-owned stations that were sold to non-minority owners
after 1998. Nine of these seventeen sales would not have been permitted under the old national
ownership cap and duopoly rules (see Figure 14).19" Had these stations not been sold, minority
ownership would be 20 percent higher than the current level. Furthermore, 7 of the 8 station sales
that would have been permissible under the old national cap and duopoly rules were sales to large
station group owners, and may not have occurred if not for the pressures of increased industry
consolidation.

Granite Broadcasting, the largest minority station owner in 1998 (and today) controlled 10 stations in
1998. Since then, the company has sold three stations (IKNTV to NBC-Universal in 2002; KEYE to
CBS in 1999, and WPTA to Malara Broadcasting in 2005) and acquired two stations (IKRII in 2000,
and WISE in 2005).192 Granite could not have sold its stations to NBC and CBS under the national
ownership cap limits that were in effect prior to 1996. Furthermore, the sale of California’s KINTV
would have been prohibited before the FCC allowed market duopolies in 1999, as NBC also owns
the local Telemundo affiliate KSTS in the Bay Area.

10122 of the 40 minority-owned stations (in 1998) have changed owners since 1998. In addition to the 17 stations listed above,
one was sold by a Latino to a Latino (KRCA), one was sold by a Latino to a Latino-owned company that later became non-Latino
majority controlled (KLDO sold by Panorama to Entravision), two were held by companies that later became non-minority
controlled (KTMW and KSMS), and one station’s status could not be determined (there is no record in the CDBS of Albuquerque
station KDB-TV). KTVJ and WHSL are only partial station sales, as Roberts Broadcasting retained 50% of the voting interest in these
two stations. Since 1998, there has been a loss of 22 minority owned stations and a gain of 26 minority owned stations.

121 addition, Granite is currently in the process of acquiring Binghamton New York CBS station WBNG, and selling San Francisco
WB station KBWB, thus the current station count for Granite is nine, reflecting ownership as of August 3" and after these station
sales close.
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African-American-owned Roberts Broadcasting controlled four stations in 1998. Two of these
stations were sold to Paxson (WHPX and KUPX, both in 1999) in deals that would not have been
permitted under pre-1996 national ownership caps. The other two stations owned by Roberts
Broadcasting in 1998 (KTV] and WHSL, now KTFD and WRBU) remain partially owned by the
company, but Univision now holds a 50 percent interest in each of these stations and controls all
aspects of their day-to-day operations. The Roberts brothers have since acquired two new station
licenses (by constructing new stations), WZRB in Columbia South Carolina, and WRB]J in Jackson
Mississippi. These are the only two African American owned stations in the South.

Figure 14: Sales of Minority Full-Power Commercial Television Stations:
Stations that were Minority Owned in 1998

Would have | Would have
Station Owner in 1998 Race/Ethnicity | Year of Sale Purchaser e = [BecjEcrmited
under 25% under
Cap? Duopoly Ban?
KCMY Ponce-Nicasio Hispanic/Latino 2000 Paxson No Yes
KEYE Granite Broadcasting African American 1999 CBS No No
KLTV TV 3 INC. African American 2000 Cosmos (Raycom) Yes Yes
KNTV Granite Broadcasting African American 2002 NBC Universal No No
KPST Golden Link TV Inc. African American 2002 Univision Yes No
KTRE TV 3 INC. African American 2000 Cosmos (Raycom) Yes Yes
KTV] Roberts Broadcasting African American| 2003 Univision Yes Yes
KUPX Roberts Broadcasting African American 1999 Paxson No Yes
WATL Qwest African American 2000 Tribune No Yes
WGTW Brunson Comm. African American 2004 Trinity Broadcasting Yes Yes
WHPX Roberts Broadcasting African American 1999 Paxson No Yes
WHSL Roberts Broadcasting African American 2003 Univision Yes Yes
WLBT TV 3 INC. African American 2000 Cosmos (Raycom) Yes Yes
WNOL Qwest African American| 2000 Tribune No No
WPTA Granite Broadcasting African American 2005 Malara Yes Yes
WPTT WPTT Inc. African American 2000 Sinclair Yes No
WIMW Urban Broadcasting CorpAfrican American 2002 Univision Yes Yes

Source: FCC Form 323 filingsy NTLA; Free Press Research

Quincy Jones, the legendary African-American music producer, owned two stations in 1998 —
WATL in Atlanta and WNOL-TV in New Orleans. In 1999, the Tribune Company purchased both
of Jones’ stations as a part of their merger with Mr. Jones’ company, Qwest. These sales wouldn’t
have been allowed under the pre-1996 ownership limits. And WNOL could not have been sold
under the pre-1999 duopoly rules, as Tribune also owns the New Orleans ABC affiliate, WGNO-
TV.103

In 1998, WGTW was the only station in the country owned by an African-American woman,
Dorothy Brunson, who acquired the station license in 1988 after winning the license of failed station
WKBS-TV at auction. But by 2004, Brunson found it difficult to acquire syndicated programming
and sold the station to Trinity Broadcasting.104

Other minority-owned stations were sold to large conglomerates due in part to FCC rule changes
that allowed for increased consolidation. Pittsburgh station WPMY (formerly WPPT) was sold to
Sinclair by African-American owner Eddie Edwards in 2000, after the FCC allowed duopolies.
(Sinclair also owns the local Fox affiliate WPGH-TV.). Another African-American owner, Eddie
Whitehead sold KPST (now KFESF) in 2001 to Univision, creating a duopoly in San Jose. Carmen
Briggs, a Latino woman, sold KCMY (now KSPX) to Paxson in June 2000 in a deal that exceeded
the pre-1996 national ownership limits.

1% Michael Schneider “Tribune to Acquire Qwest, Creating Big Easy Duopoly”, Daily Variety, November 10, 1999.
1% “Changing Hands", Broadcasting and Cable, August 30, 2004.
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But perhaps the most notable loss of a minority-owned station since 1998 was Jackson Mississippi’s
WLBT and two other stations owned by Frank Melton, KTRE and KLTV. WLBT is one of only two
stations to have had its license tevoked by the FCC. WLBT violated the Fairness Doctrine via its
flagrant, pro-segregationist activities in the 1950s and 1960s — which included selling airtime to the
Klu Klux Klan. After being stripped of its license in 1971, WLBT came under the control of the
African-American-owned group Communications Improvement, which sold the station in 1980 to
TV3 Inc., a group owned by Melton, an African-American. Melton helped improve the station's news
operations and took over first place in the ratings. However, by 2000, Melton felt he could no longer
compete with the large corporate station owners for programming and advertising revenue, and sold
all three stations to Cosmos Broadcasting, now called Raycom Media, the 14th-largest broadcast
owner in the nation.1%

The case of WLBT and the other minority-owned stations put up for sale makes it clear that
increased consolidation has a measurable effect on minority ownership. Small-station owners find it
increasingly difficult to compete against large companies in the acquisition of both programming and
advertising clients. Too many station owners find the financial pressures of consolidation too hard to
resist.

Minority-Owned Stations Can Thrive in Less Concentrated Markets

Minority-owned stations tend to be, on average, in the larger (by both number of stations and
population) television markets, or Designated Market Areas.!% Given that the larger markets tend to
be less concentrated, it is not surprising that markets with minority owned stations are less
concentrated than those without these stations.107

But even if the size of the market and the level of minority population in the market is held constant,
markets with minority owners are significantly less concentrated than markets without minority
owners.! Furthermore, when market size and level of minority population is held constant, the
markets that saw the addition of new minority owned stations since 1998 are significantly less
concentrated than markets that did not gain new minority owners.!0?

Another way of examining this issue is to look at the probability that an individual station will be
minority owned, given the particular characteristics of each market or station. Under this analytical
frame, we still find that even when holding market and station characteristics constant, as a market
becomes more concentrated, a station is significantly less likely to be minority-owned or be a
minority-owned station that airs local news. Similarly, holding market characteristics constant, as a
market becomes more concentrated, the probability that a particular market will have a minority-
owned station, a minority-owned news station, or have added a minority-owned station since 1998,
are all significantly lower (see Appendix C).110

1 Kay Mills, “Changing Channels: The Civil Rights Case That Transformed Television”, Prologue Magazine, Vol. 36, No. 3, Fall 2004.
1% The simple pairwise correlation between DMA rank (lowest number being the highest ranked) and the presence of a minority-
owned station is highly significant, and shows that the rank of a market with a minority-owned station is on average 71, versus
112 for a station without a minority owner.

97 HHI, or the Herfindahl-Hirschman Index, is a measure of the amount of competition within a market, in this case the local
broadcast TV market. The higher the HHI, the more concentrated the market. Markets with a minority owner present have a total
day HHI of 2511 versus 3800 for markets without a minority owner. This is statistically significant at a p-value of less than 0.0005.
The DOJ considers markets with HHIs over 1,800 to be highly concentrated. Of the 210 DMA's, 202 have HHIs above 1,800 (the
mean HHI is nearly 3,579, with the median value at 2,900). As expected, the largest markets have HHI's lower than the smaller
markets, but even the largest markets remain highly concentrated (the mean and median HHI for the top ten markets is 1,958 and
1,926 respectively; the mean and median HHI for the top 50 markets is 2,236 and 2,289 respectively; for the bottom 50 markets the
values are 5,710 and 5,226 respectively).

1% See Appendix C for details

1% 1 total, there was a loss of 22 minority owned stations since 1998, and a gain of 26. See Appendix C for details.

' These results are very robust to model specification type. See Appendix C for details.
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These findings are extremely important, for they imply that minority-owners thrive in more
competitive markets, regardless of market or station characteristics. Even more important, minority
production of local news is more likely to occur in a competitive market versus markets with less
competition, regardless of market or station characteristics.

These findings have tremendous implications for the current ownership proceeding at the FCC. One
unambiguous consequence of further industry consolidation and concentration will be to diminish
both the number of minority-owned stations and the already low number of minority-owned stations
airing local news content. The FCC should seriously consider the effects on minority owners and
viewers before it moves to enact policies that will lead to increased market concentration.

Indeed, as shown above, previous pro-consolidation policies enacted by the FCC in the late 1990’s
had a significant impact on minority ownership, indirectly or directly contributing to a loss of 40
percent of the stations that were minority owned as of 1998.

Ownership Concentration: Female and Minority Owners Control Fewer Stations per Owner
than Male and White Owners

White male and large corporate station owners tend to own far more stations than their minority and
female counterparts. The average number of stations owned per unique non-minority owner is 5.4,
while male owners controlled an average of 4.8 stations each. However, the average number of
stations owned per unique owner is 1.9 for minorities and 2.3 for women.!!!

While the average number of stations owned by a unique minority owner is 1.9, for Latinos it is even
lower (see Figure 13). This reflects the fact that the largest Latino group owner controls just three
stations, compared with the largest white male group owner, Ion (formerly Paxson), which controls
57 stations. There are a total of 269 unique owners, and 140 of these control more than one station.
Over 54 percent of white male owners control more than one station, compared to 32 percent of
minority owners (see Figure 16).

These differences have a practical importance on several levels. First, given that the median minority
or female owner controls just a single station, these operations are more likely to better serve their
local communities than stations controlled by large group owners. This is confirmed by a recently
surfaced 2004 FCC study which demonstrated that locally owned and operated stations aired more
local news content than their conglomerate counterparts, devoting an additional 20 to 25% of each
half hour broadcast to local news coverage.!?2 Second, minority and female station owners are more
likely than their white male counterparts to feel the negative effects of increased consolidation.
Women and minority owners will find it more difficult to compete with the large group owners for
programming and advertising dollars.

""! Differences are both significant at p<0.001
124Do Local Owners Deliver More Localism? Some Evidence from Local Broadcast News”, a Federal Communications Commission
Working Paper, June 17:2004.
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Figure 15: Ownership Concentration
Number of Stations Owned per Unique Owner by Race/Ethnicity

Group

Average Number
of Stations
Owned per

Unique Owner

Median Number
of Stations
Owned per

Unique Owner

Amer. Ind./AK Nat.
Asian

Black or African
Hispanic or Latino
All Minorities
White

Male

Female

White Male

1.7
2.0
2.3
1.3
1.9
4.8
4.8
2.3
5.2

1

— NN | | |

2

Source: FCC Form 323 filings; Free Press Research

Figure 16: Ownership Concentration
Unique Owners Controlling Multiple Stations by Race/Ethnicity

Number of Percentage of Number of Percentage of
. . Unique Owners | Unique Owners | Unique Owners | Unique Owners
Race/Ethnicity Gender Owning Just One | Owning Just One| Owning Multiple| Owning Multiple
Station Station Stations Stations
Male 1 50.0 1 50.0
gmer. Ind./ AK g male 1 100 0 0.0
at. All 2 66.7 1 333
Male 2 100 0 0.0
Asian Female 0 0.0 1 100
All 2 66.7 1 33.3
. Male 4 57.1 3 42.9
ﬁlad‘ or African ¢ nale 1 100 0 0.0
mer. All 5 62.5 3 37.5
Hispanic or Male 6 66.7 3 33.3
Latino Female 1 100 0 0.0
All 8 72.7 3 27.3
Male 13 65.0 7 35.0
All Minorities Female 3 75.0 1 25.0
All 17 68.0 8 32.0
Male 83 45.6 99 54.4
White Female 16 57.1 12 429
All 105 47.3 117 52.7
Male 97 47.8 106 52.2
All Female 19 59.4 13 40.6
All 129 48.0 140 52.0

Source: FCC Form 323 filings; Free Press Research

Ownership, Network Affiliation and Local News Production

The stations affiliated with the so-called “big four” networks — ABC, CBS, NBC and Fox — are
consistently the top-rated stations in each market and are usually found on the lucrative VHF portion
of the dial. These stations also produce the highest-rated local news content and thus command most
of the local advertising revenue. Nearly 92 percent of VHF stations air local news content, compared
to 47 percent of UHF stations. And over 96 percent of big-four affiliated VHF stations air local news
content, compared to 81 percent of big-four-affiliated UHF stations.

Ownership of a big-four-affiliated station almost certainly guarantees a significant audience share and

a news operation. However, minorities own just 13 of the 847 big-four-affiliated stations, or 1.5
percent (and just 1.3 percent of the big-four-affiliated VHF stations).
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The difference in ownership patterns is stark when comparing the types of stations owned by
minorities and non-minorities. Of the 1,305 non-minority owned stations, 834 are big four affiliated,
or 64 percent. However, only 13 of the 44 minority-owned stations are affiliated with the big four
networks, or 29.5 percent.

But the situation is reversed for independent stations unaffiliated with a big four network, the
secondary English-language networks UPN, WB (and their successors CW and MYNTYV) and Ion, or
the Spanish-Language networks Telefutura, Telemundo and Univision. Just 161 of the 1,305 non-
minority owned stations are independent, or 12.3 percent. However, 18 of the 41 minority-owned
stations are independent, or 41 percent.

The fact that minority owners control so few big-four stations suggests that the percentage of
minority-owned stations airing local news is likely to be lower than their non-minority counterparts.
This is true: 41 percent of minority-owned stations air local news versus 67 percent of non-minority
owned stations.

But that's not the whole story. Minority-owned big four stations are just as likely to air local news as
their non-minority owned counterparts (92 versus 90 percent). Two-thirds of the minority-owned
Spanish-language-network-affiliated stations air local news, versus half of the non-minority owned
Spanish-language-network affiliates. And over 23 percent of the minority-owned independent
stations air local news versus just 15 percent of the non-minority-owned independent stations. These
data indicate that minority owners are just as capable of serving their local communities as their non-
minority counterparts.

Another way to illustrate this point is to examine the 892 full-power commercial television stations
that air local news. Of the 874 non-minority owned stations that air local news, only 24 ate
independent stations, or just 2.7 percent. However, 22 percent of the minority-owned stations that
air local news are independent stations (see Figure 17). This difference is statistically significant,
despite the relatively small number of independent minority-owned stations. So even though
minority owners are largely kept out of the lucrative big four affiliated market, they still manage to
produce local news content at levels higher than non-minority independent station owners.

73



Figure 17: Affiliations of Stations that Air Local News
by Race/Ethnicity

[ Big Four* [l Telef./Telem./Univi. [_] WB/UPN/ion B Independent* *

2.7
6.8
4.4

86.1

Non- Minority Owned Minority Owned
Stations Stations

Source: FCC Form 323 filings; Free Press Research

Pergentage 0\£>U1Each Group’gStations %;rring Localglews

Minority Ownership of TV Stations is Low Even in Markets with Large Minority Populations

Because full-power broadcast television stations are geographically limited in their market reach,
information about minority ownership at the local level is more telling than the national aggregate.
The traditional geographic boundary used for analysis of television markets at the local level is the
Designated Market Area, or DMA.

Like ownership at the national level, minorities are vastly underrepresented at the DMA level, even in
areas where minorities are the majority. Minority-owned stations are present in 36 of the nation’s 210
DMAs. Examination of individual race/ethnic groups shows very little ovetlap between minority-
owned stations. American Indian or Alaska Native-owned stations are in four of the 210 DMAs.
Asian-owned stations are present in six of the 210 DMAs. Black- or African-American owned
stations are in 17 of the 210 DMAs, while Hispanic- or Latino-owned stations are present in 10 of
the nation’s 210 DMAs. Non-minority owned stations are present in every single DMA.

DMA coverage is slightly better for women-owners, but still far below that of men. Female-owned
stations were present in 51 of the nation’s 210 DMAs.

In 18 DMAs minorities make up the majority of the population living within the market. However
seven of these DMAs have no minority-owned stations. The remaining 11 minority-majority
populated DMAs all have very low levels of minority-ownership, some 3 to 10 times below the level
of minority population living within each market (see Figure 18).
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Figure 18: Television Markets Where Minorities
Constitute a Majority of the Population

Percent Minority-
. Percent Minority | Owned Full-Power
Designated Market Area (DMA) ResalkEm Commercial TV
Stations
Laredo, TX 96 0.0
Harlingen-Wslco-Brnsvl-McA, TX 90 20.0
El Paso, TX (Las Cruces) 82 14.3
Yuma, AZ-El Centro 69 0.0
Miami-Ft. Lauderdale 67 15.3
Greenwood-Greenville, MS 65 0.0
Corpus Christi, TX 64 0.0
Los Angeles 62 18.2
Honolulu 62 4.3
San Antonio, TX 60 9.1
Fresno-Visalia, CA 59 10.0
Albuquerque-Santa Fe 58 4.8
San Francisco-Oakland 56 5.9
Houston, TX 53 7.1
Bakersfield, CA 52 0.0
Monterey-Salinas, CA 51 0.0
Jackson, MS 50 14.3
Palm Springs, CA 50 0.0

Source: FCC Form 323 filings; BLA Financial; Free Press Research

Hispanics or Latinos are the only minority group that formed a plurality or majority of the
population within a sizeable number of DMAs. Only six of the 16 markets wijth a plurality or
majority of the population made up of Latinos had stations owned by Latinos. However, even in
these six markets, the level of Hispanic or Latino-ownership was 3 to 8 times below the proportion
of the Latino population living there.

While there is only one DMA where African-Americans constitute a majority of the population
(Greenwood-Greenville, MS), there are 59 markets where the African-American proportion of the
population is at or above the nationwide level. However, black-owned stations are present in just five
of these 59 markets. Figure 20 shows the 10 markets with the highest percentages of African
Americans living within each market. Only one of these markets contains an African American-
owned station, WRB] in Jackson Mississippi.

There are no African-American-owned full power commercial TV stations in many cities with
considerable African-American populations, such as Atlanta, New Otleans, New York City and
Washington, D.C. Other than Jackson, Mississippi, Detroit is the only city with a large African-
American population that has a black-owned TV station. This station is owned by Granite and may
change hands by the end of the year.

Honolulu is the only DMA where Asians constitute a majority of the population, and there is one
Asian-owned station in this market. In the 17 markets where the Asian proportion of the population
is at or above its nationwide level, there are only 2 Asian-owned stations.

Data for American Indian or Alaska Native population was not available at the DMA level. However,
there are no American Indian/Alaska Native owners in the states with the highest American Indian
and Alaska Native populations (New Mexico and Alaska). Three of the five American Indian/Alaska
Native-owned stations are located in Oklahoma and owned by David Griffin, a broadcaster whose
family has operated KWTV since 1953. The other two are in the Seattle and Buffalo, New York
markets (KHCV and WNYB).

75



Hispanic-Owned TV Stations Are Located in Markets
With Large Hispanic Populations But Black-Owned Stations Are Not

Though there are several markets with high Hispanic and Latino populations have no Latino-owned
stations, Hispanic or Latino-owned stations are more likely to be in markets with higher levels of
Latino population. This phenomenon is also true for Asian-owned stations, driven primarily by the
single Asian-owned station in Hawaii (see Figure 19).113

Figure 19: Minority Population in Markets with
Minority-Owned Full-Power Commercial TV Stations
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However, black-owned stations are not more likely to be in markets with bigger African-American
populations. These findings suggest that language, particularly Spanish, is an important factor
underlying ownership. These findings also suggest that due to difficulties with capital access and
other institutional barriers to ownership, African-American owners may be purchasing stations where
they can — in certain smaller, less lucrative Midwestern markets. However, perhaps due to the legacy
of racism in the South, African-American owners haven’t been able to operate in the smaller
Southern markets. While having African-American owners anywhere is desirable, it is troubling that
African-American owners do not operate in African-American communities, where they would add a
valuable perspective to the coverage of local news and community affairs.

The National Reach of Minority-Owned Stations

Another way to look into the connection between minority-owned stations and minority audiences is
to determine the national reach of minority-owned stations — that is, how many minority
households are living where there is a minority-owned station? As mentioned above, minority-owned
stations are present in 36 of the nation’s 210 DMAs. These stations reach approximately 21 percent

'3 These data were calculated using 210 observations, one for each DMA. Each DMA was scored for the presence of a minority-
owned station, an American Indian/Alaska Native-owned station, an Asian-owned station, and a black or African American-owned
station. When calculating the population percentages, each market was weighted by the total population within each market,

though the figures are not very different (and remain significant) without weighting.
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of all U.S. TV households, but just 30 percent of all minority TV households. To contrast, non-
minority owned stations reach over 98 percent of all U.S. TV households.

These figures were calculated using the FCC’s UHF discount rule, which attributes just half of a
market’s audience to UHF stations. Without the UHF discount, minority-owned stations reach 38
percent of all U.S. TV households and 54 percent of all minority TV households, while non-minority
owned stations reach 100 percent of U.S. TV homes.

Perhaps more telling is the percentage of each minority group reached by each associated minority-
owned station group. Under the UHF discount, Asian-owned stations reach only 10 percent of U.S.
Asian TV households, while African American-owned stations reach just 8.7 percent of African
American TV households. Latinos fare better than other minorities in this measure (primarily due to
the Los Angeles market), with Latino-owned stations reaching 21.8 percent of all Latino TV
households.

These findings provide greater context to the overall national ownership numbers. Not only is
minority ownership low, but minority owners are reaching just a small portion of the minority
audience. It is quite troubling that up to 91 percent of African-American households are not served
by an African-American broadcaster. Even more troubling is the potential outcome of media
consolidation on these few minority-owned stations. If just a handful were lost to consolidation,
these already anemic numbers would fall even further.

Conclusions and Recommendations

As the FCC goes back to the drawing board to reconsider media ownership rules, it must pay close
attention to the Third Circuit’s strong language regarding the Commission's failure to adequately
justify its rule changes in regards to female and minority ownership. It is not sound policymaking to
assert that diversity, localism and female/minority ownership are important goals, but then ignore the
effects that rule changes have on these goals. Furthermore, it is a failure of responsibility to gather
valuable information on ownership but then do nothing with the data. And it is inexcusable to
continue to release data summaries the Commission knows to be flawed.

The finding of this study is a crucial first step toward understanding the true state of female and
minority broadcast ownership and the effects of FCC policy on these owners. But more work needs
to be completed, such a longitudinal studies examining the changes produced by the 1996
Telecommunications Act. The Commission should conduct this work and pay close attention to the
changes in ownership over time.

The results of our study demonstrate that any policy changes that allow for increased concentration in
television and radio markets will certainly decrease the already low number of female- and minority-
owned broadcast stations. Enacting regulations that lead to such outcomes directly contradicts the
Commission's statutory and legal obligations under the 1996 Telecommunications Act. Instead, the
Commission should consider pro-active policies that protect and promote female and minority
ownership.

It is important to note that the effects of other policies aimed at increasing female and minority
broadcast ownership — such as tax credits, relaxed equity/debt attribution rules, incubator
programs, or digital channel leasing — will be negligible in an environment of increased market
consolidation at the local level.
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The Commission needs to think hard about the damages brought about by the misguided policies of
the late 1990s, which radically increased market concentration. In the radio sector alone, it is hard for
a new entrant to get into the business by purchasing a single station. The realities of the consolidated
marketplace mean that owners must control multiple stations in multiple markets to realize the
economies of scale that are needed to prosper. But these economies of scale are artificial creations
based on poor public policy decisions. The FCC has a social responsibility to restore an environment
that rewards localism and dedication to community service.
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Appendix B: Market Concentration and Female and Minority Radio Station Ownership:
Econometric Study

To examine the relationship between minority and female-ownership of full-power commercial radio
stations and radio market concentration, several econometric models were constructed.

The first set of models examines the effect that the presence of a minority and/or female owned
station in a market has on market concentration. In order to control for market-specific effects,
population size and percentage female and minority populations were used as control variables.

These models are specified as:

HHltotalday = a + B;(mktpop); + Bo(mktpop?)i + Bs(pctminor); + Ba(pctfem); +
Bs(minorownmkt); + Bs(femownmkt); + &

We also chose to treat minority or female station ownership as a dependent variable, and examine the
probability that a given station (or market) will be minority- or female-owned (or contain a minority-
or female-owned station) given the characteristics of a market, including the market concentration.

These probability models are generally specified as:

femownsta = a + B;(mktpop); + Bo(mktpop?): + Bs(pctminor); + Ba(pctfem); + Bs(AM); +
Bs(age)i + B7(minorownsta); + Bs(localown); + Bo(duopoly); + Bio(groupsta); + B1:1(HHIshare);

+ &

minorownsta = a + Bi(mktpop); + Bo(mktpop?); + Bs(pctminor); + Ba(pctfem); + Bs(AM); +
Bs(age)i + B7(femownsta); + Bs(localown); + Bo(duopoly); + Bio(groupsta); + B1:(HHIshare); +
&

femownmkt = a + B;(mktpop); + Ba(mktpop®); + Bs(pctminor); + Ba(pctfem); +
Bs(minorownmkt); + Bs(HHIshare); + &

minorownmkt = a + B;(mktpop)i + B.(mktpop®)i + Bs(pctminor); + Ba(pctfem); +
Bs(femownmkt); + Bs(HHIshare); + &
Where
Sfemownsta = dummy variable for a female-owned station.
minownsta = dummy variable for a minority-owned station.
Sfemownmbkt = dummy variable for a market with a female-owned station.
minownmmt = dummy variable for a market with a minority-owned station.
HHIshare = the HHI for a particular market, based npon station andience share.
mktpop = the total population living in the Arbitron marfket.
petminor = the percentage of a market’s population that is of minority racial or ethnic status.
petfernr = the percentage of a martket’s population that are women.
AM = dummy variable for an AM station
age = station age in years

localown = station owners are local, as defined in main text
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dnopoly = station is co-owned with at least one other same-market station

groupsta = station is owned by a group owner (owner with 3 or more stations in same marfet; or stations in
mnltiple markets)

Each probability model was investigated using Probit models with robust standard errors.

The results are presented below in Figures A1-A5. These results generally suggest that the probability

that a given radio station is minority-owned, or female-owned, is significantly lower in more

concentrated markets, even if market and station characteristics are held constant. This result is also

seen when examining the probability that a market will have a minority-owned radio station or a
female-owned radio station. Furthermore, the presence of a minority-owned station in a market
increases the probability that a particular market will also have a female-owned station.

Figure Bl:
Dependent Variable = HHI Audience Share
OLS OLS OLS
Coefficient Coefficient Coefficient
Beta Beta Beta
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
-0.0003023 -0.0002952 -0.000269
Total Market Population -0.6875249 -0.6715294 -0.6118551
0.000*** 0.000*** 0.000***
1.45E-11 1.43E-11 1.26E-11
Total Market Population
0.4501647 0.4430933 0.3909564
Squared
0.000*** 0.000*** 0.000***
. . -3.076128 0.3203911 0.2325968
Percent Minority
L -0.0709426 0.007389 0.0053642
Population in Market
0.170 0.885 0.916
130.3096 125.273 131.5962
Percent Female
Population in Market 0.1634685 0.1571502 0.1650826
0.001*** 0.001*** 0.000***
-224.3262 -226.92
Female Owner Present in 7
Market -0.1547498 -0.1583543
0.001*** 0.002***
-260.4716 -197.9479
Minority Owner Present 7947
. -0.1817619 -0.136553
in Market
0.000*** 0.000***
-4377.726 -4169.085 -4438.362
constant
0.023** 0.03** 0.019**
N =298 pseudo R? = 0.2321 pseudo R? = 0.2305 pseudo R? = 0.2473

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 filings; BLA Financial; Free Press Research
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Figure B2:

Dependent Variable = station owned by a minority (dummy)

Probit Probit Probit Probit
Coefficient Coefficient Coefficient Coefficient
dF/dx dF/dx dF/dx dF/dx
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
6.05E-08 7.22E-08 7.90E-08 5.45E-08
izs‘llﬂf;dt?:;ﬂ 8.77E-09 9.64E-09 1.02E-08 7.03E-09
0.003*** 0.001*** 0.000*** 0.023**
Total Market 3.56E-15 3.58E-15 3.85E-15 2.80E-15
Population -5.16E-16 -4.78E-16 -4.98E-16 -3.61E-16
Squared 0.014** 0.016** 0.01%** 0.073*
Percent Minority 0.0215711 0.0216519 0.0220553 0.0222635
Population in 0.0031254 0.0028907 0.0028546 0.0028687
Market .000%** 0.000* ** 0.000*** 0.000***
Percent Female 0.0418356 0.0528641 0.0510581 0.0708979
Population in 0.0060615 0.0070578 0.0066085 0.0091352
Market 0.132 0.066* 0.076* 0.022**
0.6427395 0.4927897 0.4917851
AM Station 0.0947893 0.0687884 0.0683307
0.000*** 0.000*** 0.000***
. 20.0121861 20.0110664 20.0110282
$§:r(s’f Station in -0.0016269 -0.0014323 -0.001421
0.000*** 0.000*** 0.000***
0.1623696 0.1618262
I;fizlz Owned 0.0233879 0.0232019
0.082* 0.082*
20.0182937 20.0176425
g:’;?gﬁ'owned -0.002355 -0.0022614
0.761 0.769
] ~0.286806 -0.2843218
Sthggzl;)m of -0.0400244 -0.0394842
0.000*** 0.000***
] 20.1452836 20.1393429
Sg‘rt::l; g?;ee(:"by -0.0201809 -0.0192157
0.052* 0.063*
] 20.0001185
;E i:“dlence -0.0000153
0.000* **
~4.183869 ~4.585266 ~4.208445 25.007004
constant
0.003*** 0.002*** 0.004*** 0.001***
N = 10,506

pseudo R* = 0.0809

pseudo R*=0.1181

pseudo R* = 0.1320

Source: Form 323 filings; BLA Financial; Free Press Research

pseudo R* = 0.1338
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Figure B3:

Dependent Variable = station owned by a female (dummy)

Probit Probit Probit Probit
Coefficient Coefficient Coefficient Coefficient
dF/dx dF/dx dF/dx dF/dx
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
7.56E-08 7.12E-08 3.10E-08 2.39E-08
ﬁz:ilﬁ?:l:ft 8.19E-09 7.70E-09 8.11E-09 4.38E-09
0.016** 0.023** 0.013** 0.208
Total Market 9.46E-15 9.16E-15 1.05E-14 8.07E-15
Population -1.02E-15 -9.91E-16 -1.05E-15 -8.05E-16
Squared 0.008*** 0.010%** 0.006*** 0.021**
Percent Minority 0.0032284 0.0032547 0.0037103 0.0038682
Population in 0.0003497 0.0003521 0.0003714 0.0003861
Market 0.041** 0.040** 0.027** 0.023**
Percent Female 0.02658 0.0248621 0.0200668 0.0301004
Population in 0.0028788 0.0026897 0.0020086 0.0030045
Market 0.329 0.363 0.460 0.296
0.0686693 20.078486 20.1491645
AM Station 0.0075044 -0.0077692 -0.0145899
0.206 0.187 0.035**
. 0.00000314 0.0006436 0.0036931
ﬁfaer‘s’f Station in 0.000000339 0.0000644 0.0003686
0.996 0.214 0.030**
. 0.1073313 0.1253543
gt:tl::) r:y Owned 0.0115509 0.0136187
0.205 0.141
0.2637787 0.268549
g:’;?gﬁ'owned 0.0288788 0.0293732
0.000%** 0.000* **

] 0.02486 0.0258789
Station Part of 0.0024711 0.0025645
Duopoly

0.721 0.712
] 203992919 20.4093991
Sg:(‘)‘:lr; g‘xrr‘lee‘:,,by -0.0496072 -0.0510064
0.000*** 0.000* **
] -0.000091
Is{lﬁlr:\“dlence -0.00000908
0.086*
3.084588 3.023144 2.585119 3.001251
constant
0.027** 0.030** 0.061* 0.037**
N = 10,506

pseudo R? = 0.0064

pseudo R* = 0.0070

pseudo R? = 0.0417

pseudo R? = 0.0442

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 filings; BLA Financial; Free Press Research
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Dependent Variable = market with a minority-owned station (dummy)

Figure B4:

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
|sig. w/ robust std. err. | |sig. w/ robust std. err.|
1.04E-06 4.31E-07
Total Market Population 3.59E-07 1.13E-07
0.061* 0.510
3.88E-14 2.47E-13
Total Market Population Squared 1.34E-14 6.50E-14
0.875 0.425
0.0576751 0.0574142
Percent Minority Population in Market 0.020 0.015
0.000*** 0.000***
-0.008866 0.0299719
Percent Female Population in Market -0.003077 0.007869
0.930 0.773
0.2459377
Female Owner Present in Market 0.063
0.202
-0.0003581
HHI Audience Share -0.000094
0.032**
-1.408355 -2.616856
constant
0.783 0.614
N =298

pseudo R* = 0.3955

pseudo R* = 0.4106

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 filings; BLA Financial; Free Press Research
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Figure B5:

Dependent Variable = market with a female-owned station (dummy)

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
|sig. w/ robust std. err.| |sig. w/ robust std. err.|
4.63E-07 2.59E-07
Total Market Population 1.81E-07 1.01E-07
0.000*** 0.031**
-3.17E-14 -1.91E-14
Total Market Population Squared -1.24E-14 -7.42E-15
0.001*** 0.009***
0.0054585 -0.0003577
Percent Minority Population in Market 0.002 0.000
0.254 0.950
0.0925957 0.1425042
Percent Female Population in Market 0.0361971 0.0554994
0.261 0.104
0.3588862
Female Owner Present in Market 0.139
0.068*
-0.0003812
HHI Audience Share -0.0001484
0.005***
-5.321289 -7.078835
constant
0.205 0.109
N =298 pseudo R* = 0.0620 pseudo R’ = 0.0938

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 filings; ALA Financial; Free Press Research



Appendix C - Market Concentration and Female and Minority TV Ownership - Econometric
Study

To examine the relationship between minority and female-ownership of full-power commercial
television stations and TV market concentration, several econometric models were constructed.

The first set of models examines the effect that the presence of a minority and/or female owned
station in a market has on market concentration. In order to control for market-specific effects,
population size and percentage female and minority populations were used as control variables.

These models are specified as:

HHltotalday = a + B:(mktpop); + Bo(mktpop?)i + Bs(pctminor); + Ba(pctfem); +
Bs(minorownmkt); + Bs(femownmkt); + &

We also chose to treat minority or female station ownership as a dependent variable, and examine the
probability that a given station (or market) will be minority- or female-owned (or contain a minority-
or female-owned station) given the characteristics of a market, including the market concentration.

These probability models are generally specified as:

femownsta = a + Bi(mktpop); + B2(mktpop?); + Bs(pctminor); + Ba(pctfem); + Bs(VHF); +
Bs(big4)i + Br(age)i + Bs(minorownsta); + Bo(localown); + Bio(duopoly); + Bii(groupsta); +
Bi2(HHIshare); + &

minorownsta = a + Bi(mktpop); + B2(mktpop®); + Bs(pctminor); + Ba(pctfem); + Bs(VHF); +
Bs(bigd): + B-(age)i + Bs(femownsta); + Bo(localown); + Bro(duopoly); + B11(groupsta); +
Bi2(HHIshare); + &

femownmbkt = a + B;(mktpop); + Ba(mktpop?); + Bs(pctminor); + Ba(pctfem); +
Bs(minorownmkt); + Bs(HHIshare); + &

minorownmkt = a + B;(mktpop)i + B.(mktpop®)i + Bs(pctminor); + Ba(pctfem); +
Bs(femownmkt); + Bs(HHIshare); + &
Where
Sfemownsta = dummy variable for a female-owned station.
minownsta = dummy variable for a minority-owned station.
Sfemownmbkt = dummy variable for a market with a female-owned station.
minownmt = dummy variable for a market with a minority-owned station.
HHIshare = the HHI for a particular market, based upon station andience share.
mktpop = the total population living in the Arbitron marfket.
petminor = the percentage of a market’s population that is of minority racial or ethnic status.
petfernr = the percentage of a martket’s population that are women.
VHE = dummy variable for a V'HF station
bigd = dummy variable for a station affiliate of ABC, CBS, Fox or NBC
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age = station age in years

localown = station owners are local, as defined in main text

dnopoly = station is co-owned with at least one other same-market station

groupsta = station is owned by a group owner (owner with 3 or more stations in same marfet; or stations in

mnltiple markets)

Each probability model was investigated using Probit models with robust standard errors.

The results are presented below in Figures B1-B8. These results suggest that the probability that a
given station is minority-owned is significantly lower in more concentrated markets, even if market
and station characteristics are held constant. Furthermore, a given station is less likely to be a
minority-owned local news station in more concentrated markets. This result is also seen when
examining the probability that a market will have a minority-owned station or a minority-owned local
news station. Furthermore, less concentrated markets were more likely to have added a minority-
owned station after 1998, even after controlling for market rank and minority population.

Dependent Variable = HHI Audience Share

Figure Cl:

OLS OLS OLS OLS OLS
Coefficient Coefficient Coefficient Coefficient Coefficient
Beta Beta Beta Beta Beta
(sig. w/ robust std. err.) | (sig. w/ robust std. err.) | (sig. w/ robust std. err.) | (sig. w/ robust std. err.) | (sig. w/ robust std. err.)
-0.0008258 -0.0008 -0.0007917 -0.0008172 -0.0008123
Total Market Population -1.009 -1.0049 -0.9674554 -0.9986737 -0.9926796
0.000*** 0.000* 0.000*** 0.000*** 0.000***
. 3.75E-11 3.73E-11 3.68E-11 3.86E-11 3.71E-11
Total Market Population
Squared 0.742 0.7377 0.7292486 0.7645062 0.7345025
0.000*** 0.000*** 0.000*** 0.000*** 0.000***
. . -8.391 -8.59897 -6.587961 -7.436288 -6.977409
Percent Minority
Population in Market -0.08 -0.08238 -0.0631176 -0.0712452 -0.0668488
0.184 0.172 0.298 0.246 0.272
306.96 309.4377 292.7154 302.1221 303.3995
Percent Female
. . 0.13156 0.1326 0.125457 0.1294886 0.1300361
Population in Market
0.073* 0.071* 0.087* 0.078* 0.076*
Female Owner Present in -13.03
Market -0.00298
0.962
Female Owned News -136.7993
Station Present in Market -0.04158
0.431
Minority Owner Present ~469.5898
in Market -0.0944
0.010**
Minority Owned News -653.8509
Station Present in Market -0.0925271
0.030**
Market Added Minority ~438.1453
Owner -0.0715711
0.062*
-10899.69 -10.99892 -10183.97 -10649.37 -10724.29
constant
0.209 0.206 0.24 0.219 0.216
N =210

pseudo R* = 0.2664

pseudo R* = 0.2681

pseudo R* = 0.2737

pseudo R* = 0.2737

pseudo R* = 0.2711

* = significant at 10% level; ** = significant at 5% level; ***

= significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Figure C2:

Dependent Variable = station owned by a minority (dummy)

Probit Probit Probit Probit
Coefficient Coefficient Coefficient Coefficient
dF/dx dF/dx dF/dx dF/dx
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
Total Market 0.000043 0.0000273 0.0000415 -0.0000456
Population 0.00000286 0.00000136 1.85E-06 -1.77E-06
0.381 0.643 0.469 0.524
Total Market -6.13E-10 1.7E-10 -5.70E-11 2.79E-09
Population -4.08E-11 8.51E-12 -2.54E-11 1.08E-10
Squared 0.805 0.951 0.836 0.385
Percent Minority 0.0081968 0.0066727 0.0069769 0.0065364
Population in 0.0005456 0.0003332 0.0003107 0.0002533
Market 0.038** 0.094* 0.085* 0.114
Percent Female -0.0255965 0.0164107 0.0077836 0.0446197
Population in -0.0017038 0.0008195 0.0003467 0.0017293
Market 0.763 0.858 0.933 0.643
0.2534899 0.1927721 0.1467329
VHF Station 0.0132518 0.0088868 0.0058383
0.286 0.413 0.526
-0.2943731 -0.2897032 -0.2441866
Big 4 Station -0.0160336 -0.0140906 -0.0102074
0.113 0.109 0.19
. . -0.0151805 -0.0114132 -0.0113704
?f;‘s’f Station in -0.0007581 -0.0005083 -0.0004407
0.025** 0.093* 0.085*
0.5694658 0.5886772
§f$§§ Owned 0.0433227 0.0404906
0.016** 0.016**
0.2164284 0.2272094
Locally-Owned 0.0113322 0.0104981
Station
0.224 0.211
. -0.5954966 -0.6354465
SDtSL‘;:lgm of -0.0182407 -0.0164307
0.055* 0.042**
. -0.3628679 -0.4235059
Sgt:)‘:lr; g‘xrr‘lee‘:,,by -0.0222885 -0.0242069
0.078* 0.041**
X -0.0003069
Is{lﬁlr:\“dlence -0.0000119
0.017**
-0.8946442 -2.462775 -1.855359 -2.692366
constant
0.836 0.594 0.691 0.578
N =1349 pseudo R? = 0.0369 pseudo R? = 0.0891 pseudo R? = 0.1469 pseudo R? = 0.1628

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Figure C3:

Dependent Variable = station owned by a female (dummy)

Probit Probit Probit Probit
Coefficient Coefficient Coefficient Coefficient
dF/dx dF/dx dF/dx dF/dx
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
Total Market -0.0000242 -0.0000194 3.28E-07 0.0000407
Population -2.36E-06 -1.77E-06 2.43E-08 2.96E-06
0.655 0.745 0.996 0.561
Total Market -1.63E-09 -1.73E-09 -4.92E-09 -7.24E-09
Population -1.59E-10 -1.58E-10 -3.65E-10 -5.26E-10
Squared 0.55 0.55 0.143 0.067*
Percent Minority -0.0036919 -0.0039003 -0.0043492 -0.0041165
Population in -0.000361 -0.0003561 -0.0003228 -0.0002993
Market 0.288 0.262 0.264 0.290
Percent Female 0.086121 0.1192133 0.1162627 0.1013243
Population in 0.0084208 0.010883 0.0086285 0.0073663
Market 0.287 0.154 0.212 0.276
0.2141129 0.1271654 0.1361772
VHF Station 0.0201485 0.0096144 0.0101015
0.224 0.452 0.426
-0.0446232 0.1438864 0.1404996
Big 4 Station -0.0041144 0.0103442 0.0098998
0.799 0.44 0.453
. . -0.0073599 -0.0055339 -0.005989
?f;‘s’f Station in -0.0006719 -0.0004107 -0.0004354
0.154 0.31 0.277
. X 0.7031721 0.7226841
gt::; r:y Owned 0.0926339 0.095046
0.008*** 0.007***
0.8606649 0.8632487
é‘:);ail:)lz—Owned 0.1103492 0.1090663
0.000*** 0.000***
. 0.1620009 0.1686263
SDtSL‘;:lgm of 0.0132863 0.0136124
0.342 0.324
. -0.1648583 -0.141313
Sgt:)‘:lr; g‘xrr‘lee‘:,,by -0.0138854 -0.0114588
0.413 0.495
X 0.0000679
IS-I;—:Iiié\udlence 4.94F-06
0.256
-5.861342 -7.370639 -7.495304 -7.015916
constant
0.151 0.08 0.114 0.136
N =1349 pseudo R? = 0.0131 pseudo R? = 0.0203 pseudo R? = 0.1141 pseudo R? = 0.1173

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Dependent Variable = market with a minority-owned station (dummy)

Figure C4:

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
(sig. w/ robust std. err.) (sig. w/ robust std. err.)
0.000000106 -5.61E-07
Total Market Population 2.63E-08 -1.15E-07
0.526 0.033**
2.01E-14 9.57E-14
Total Market Population Squared 4.98E-15 1.97E-14
0.404 0.012**
0.0150941 0.0162326
Percent Minority Population in Market 0.0037485 0.0033349
0.012 0.013**
-0.1227864 0.0305498
Percent Female Population in Market -0.0304934 0.0062763
0.304 0.839
0.5988491
Female Owner Present in Market 0.1451537
0.018**
-0.0006269
HHI Audience Share -0.0001288
0.003***
4.617002 -0.8708102
constant
0.447 0.906
N =210 pseudo R? = 0.1650 pseudo R? = 0.2629

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Dependent Variable = market with a female-owned station (dummy)

Figure C5:

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
(sig. w/ robust std. err.) (sig. w/ robust std. err.)
2.87E-07 3.41E-07
Total Market Population 8.65E-08 9.88E-08
0.068* 0.079*
-2.69E-14 -3.95E-14
Total Market Population Squared -8.12E-15 -1.15E-14
0.222 0.115
-0.0020806 -0.0056931
Percent Minority Population in Market -0.0006273 -0.0016524
0.715 0.311
0.048744 0.0614245
Percent Female Population in Market 0.014696 0.0178288
0.692 0.632
0.7108584
Minority Owner Present in Market 0.2384569
0.008***
0.0000354
HHI Audience Share 0.0000103
0.602
-3.381136 -4.224586
constant
0.587 0.512
N =210

pseudo R* = 0.0258

pseudo R* = 0.0559

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Figure C6:

Dependent Variable = station airing local news owned by a minority (dummy)

Probit Probit Probit Probit
Coefficient Coefficient Coefficient Coefficient
dF/dx dF/dx dF/dx dF/dx
|sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.| | |sig. w/ robust std. err.|
Total Market -0.0000159 0.0000135 0.000025 -0.0001339
Population 2.86E-06 3.86E-07 5.80E-07 -2.04E-06
0.83 0.867 0.751 0.224
Total Market 2.26E-09 1.27E-09 6.45E-10 6.65E-09
Population -4.08E-11 3.64E-11 1.49E-11 1.01E-10
Squared 0.543 0.744 0.863 0.173
Percent Minority 0.0049407 0.0059531 0.0044037 0.0036575
Population in 0.0005456 0.0001708 0.000102 0.0000556
Market 0.423 0.324 0.446 0.576
Percent Female 0.0119491 0.0002586 0.0016367 0.0749206
Population in -0.0017038 7.42E-06 0.0000379 0.0011391
Market 0.92 0.998 0.989 0.555
-0.1350543 -0.0679563 -0.1411723
VHF Station -0.0038003 -0.001557 -0.0020993
0.533 0.76 0.53
0.4002364 0.5574374 0.640698
Big 4 Station 0.0105039 0.0115767 0.0086825
0.095* 0.02** 0.009***
. -0.0002107 -0.0002008 -0.0003095
?f;‘s’f Station in -6.05E-06 -4.65E-06 -4.70E-06
0.775 0.642 0.484
Dropped; There are Dropped; There are
}S:f;?:lel Owned News Stations Owned | News Stations Owned
by Women of Color by Women of Color
0.439451 0.5028369
é‘:);ail:)lz—Owned 0.0152283 0.0126281
0.021** 0.009***
. -0.3664659 -0.3916073
SDtSL‘;:lgm of -0.0064939 -0.0044055
0.389 0.365
. -0.5400538 -0.6751543
Sgt:)‘:lr; g‘xrr‘lee‘:,,by -0.0219863 -0.022105
0.017** 0.002***
X -0.0005827
Is{lﬁlr:\“dlence -0.0005827
0.011**
-2.999093 -0.1350543 -2.463511 -4.275262
constant
0.618 0.533 0.677 0.507
N =1349 pseudo R? = 0.0222 pseudo R* = 0.0353 pseudo R? = 0.1004 pseudo R? = 0.1472

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Dependent Variable = market with a minority-owned station (dummy)

Figure C7:

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
(sig. w/ robust std. err.) (sig. w/ robust std. err.)
9.96E-08 -3.28E-07
Total Market Population 1.25E-08 -1.77E-08
0.3 0.203
4.84E-15 3.77E-14
Total Market Population Squared 6.07E-16 2.03E-15
0.381 0.212
0.0089188 0.0093761
Percent Minority Population in Market 0.0011193 0.0005055
0.274 0.325
-0.0476664 0.1104439
Percent Female Population in Market -0.0059823 0.0059545
0.743 0.565
0.2070857
Female Owner Present in Market 0.0124643
0.508
-0.000787
HHI Audience Share -0.0000424
0.046**
0.5199563 0.2070857
constant
0.944 0.508
N =210 pseudo R* = 0.1421 pseudo R* = 0.2277

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research
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Figure C8:

Dependent Variable = market that added a minority-owned station since 1998 (dummy)

Probit Probit
Coefficient Coefficient
dF/dx dF/dx
(sig. w/ robust std. err.) (sig. w/ robust std. err.)
1.47E-07 -1.57E-08
Total Market Population 2.40E-08 -2.03E-09
0.136 0.905
-5.31E-15 1.82E-15
Total Market Population Squared -8.63E-16 2.35E-16
0.332 0.788
0.0153073 0.015237
Percent Minority Population in Market 0.0024879 0.0019663
0.016 0.022
-0.0598097 0.0101828
Percent Female Population in Market -0.0097209 0.0013141
0.661 0.947
0.3217796
Female Owner Present in Market 0.0470658
0.244
-0.0003235
HHI Audience Share -0.0000418
0.044**
1.178729 -1.272467
constant
0.866 0.87
N =210 pseudo R* = 0.0879 pseudo R* = 0.1327

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Source: Form 323 Filings; BLA Financial; Free Press Research

These findings are extremely important, for they suggest that minority-owners thrive in more
competitive markets, regardless of market or station characteristics. Also, minority production of
local news is more likely to occur in a competitive market versus markets with less competition,
regardless of market or station characteristics.

The magnitude of the effect of market concentration is quite large. For example, the predicted
probability of a market having a minority-owned station (under the full model) at the median
concentration level is approximately 12 percent (all other values held at their medians). If that
concentration increases by one-half of one standard deviation (a 940 unit increase in HHI), then the
predicted probability of a market having a minority-owned station drops to about 4 percent.
Likewise, for an individual station, the predicted probability of being minority-owned (under the full
model) at the median market HHI is about 1.5 percent. An increase of one-half of one standard
deviation in HHI also leads to a large drop in the predicted probability, falling to just 0.5 percent.

These findings suggest that the likely outcome of further industry consolidation and concentration
will be fewer minority-owned stations and minority-owned stations airing local news content. This
has tremendous implications for the current ownership proceeding at the FCC. One unambiguous
consequence of further industry consolidation and concentration will be to diminish both the

number of minority-owned stations and the already low number of minority-owned stations airing
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local news content. The FCC should seriously consider the effects on minority owners and viewers
before it moves to enact policies that will lead to increased market concentration.
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