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unleashed against mass-m nmemt. 1 It will be ¢ /QX&/ byﬂ’

this paper's purpose to discuss this statement in the light

improved television or th

of what has been learned from Zenithﬁand RKO Phonevision's
three year test of subscription television in Hartford,
Gonnecticut. e |

/‘ In EQual,Timb ﬁaﬁrenée'Laurentisaid that "there has been

television." This paper is based on

| no successful test é»

f
¥
{
i
]
|
{

accessful test in Hartford,

the premise that.
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can afford to bring these expensive box-office programs to
minority groups;wgnile advertising supported commercial
television cannot. Subscription television is able to do
this through the priee mechanism, while commercial television

must depend on the cost-per—thousand economics of advertising

to determine its programming.

’

The’Federal Communieatione Commission has the authority

ésubscrlption telev1sion as a broadcast servioe.%ﬁtrthis point

-‘a distinction should be made between the broadcast and w1re A ?

e

j methods of subscription television. Whereas the*broa&caSt

5 method, as evidenced in Hartford, is regulated by the FCC, the
{ ]

wire method, sueh as existed in Galifornia, is under the

jurisdiction efistate and municipal governments. Economically,

‘é the broadecast methcd‘is more sound, since the basic cost of
eable‘per,mile-requires‘the wire method to reach 50% of this
1ftry‘s television homes to show a profit, as compared with
Q% penetration figure for the broadcast method.z

1957 the FCC announced ‘that it would permit three

-ests &f broadcast subseription television, but was

thdraw this statement after a storm of protest

by influential broadcasters) broke in Congress.

ey re-authorized one test which was to take place

;'1955 Zenith and RKO Bhonevision filed for

T —— e

ion of suhseription telev1sion. It is

nd mine, that after more than twelve years of
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FCC prooeedings, fleld tests and trials of subscrlption

telev131on, the fime has come te give subscrlptlon television
| the opportuhity to go into the market place on a,nation-wide
gibaSisfv

The Hartford test, which began in 1962 and i6 to end this
year, was the first large-scale test of subscription.television)
to take place in this country, and is the only one, wired or
broadcast, which is going on at the present moment. Subsecription
programs are telecast qver WHCT=TV which operates as a standard
outlet during the day. mhe installation cost is $10 and the rent
on the decoder which unscrambles the picture and sound is $.75

~ per week. The decoder records the cost of the program viewed,
a and the subseriber pays his bill at the end of the month.

The balance of this paper will consider the solutions and

answers which the Hartford test has provided for the problems
and criticisms of subscription television. The test hgg;;9§ghed

point Whe#eb§g§ningful data are available for analysis,

Swers are available for criticismsa

Vr'critieism of subscription télevision is that its programs

o

flffer from thoae presented on commercial teliiiiifn. The

S

t~haS'praven that:subscription television wizd prov1de

1 supplement to the program choites now available to

@n commercial television. Metion picture films compriaed

programs seen in Hartford. The great ma;ority of the
en 6_months and a year olq)and a substantial number
shown at the same time as they were running in

.theaters. Sport events made up 4.5% of the programs,

Fz Qi%cajungxx>‘
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and included Heavyweight Champlonshlp Boxing, college football
games which NCAA rules would not permit to be shown on commer01al
télev131on, and profe831ona1 basketball, football, and hockey.
Spec1a1 entertalnment programs made up 5.5% of the programming,
and included Broadway, Britlsh, and off—Broadway plays, concerts,

opera, ballet, and nlght-club and oaberet shows. Educational and

instructlonal ﬁeatﬁres made up the balance of the programm1ng-3 2%.
Not one of the 699 features offerred during the first two years of

the Hartford test was seen on commercial television.

N§betWeenf$1 and $1.50, and drama between $.50 and $2. The over-all

charge per hoﬁr of subscription television in Hartford was $.59.

y\§It'is the box-office program, which the public would otherwise
.,,&y;to see, which will induce the public to pay a subscription fee,

. imes at a“sﬁbst&ntiallyoreduced price.

“'fé criticism that subscription television will be little

a p%oything for ?EEMEEEXWEEEEEEX} Hartforﬁ answers that

n- tele;;;I;;woatronage is not limited to high income

s, but primarily attracts middle-income subscribers,

spont the most each week on subseription television

veen four‘and seven thousand dollars a year. Subsoription

then, appeals to families at all economic levels except

governmental definition poverty-stricken.

believe that‘sub801ptlon telev181on will hurt the

whole. The Hartford test has shown that subscrlption
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television would result in an increase in economic and program
resources whlch would fac111tdtewélgn1ficant increases in the
number of telev131on serv1ces avallable to the publlc under the
present system. In 1963, whlch is the most recent data avallable,

17¢ of the VHF and 42% of the UHF stations reported losses. A

primary cause of these losses was a lack of newer and more interesting
programming, something that subscription television can provide
/through showing box-office entertainment for the first time on

television. If subsciption television reached a 10% penetration

of television homes, thch is a conservative estimaté\kit would
be an economically viable business in the top hundred television

markets in this country, and\5§\ ich would provide a much ne ed.éﬁuv»
; sug\\\\ ‘ o L ‘

T é/” "
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{8 And in prov1d1ng thls economic booster, subscriptlo telev1310n

.\..

shot in the arm for the television industry.”

'"eunt cf tlme and money that the public would spend on a

;I‘Spectator actlvity ‘such as subscrlptlon telev181on.

"bscriber in Hartford watched one out of neariy six
“ble per week. The average viewing time was two,
g,gaa ragainst 38 on commerczal television. A 10%

offtelevision homes would result in a maximum siphoning



of 3 of 1% of the audience now watéhing commercial television.

Subscription television would not pre-empt any significant amount

(6

of time now utilized by advertising sponsors on commercial television

for the same two reasons that audience siphoning would be m:i.nin:u-.ﬂ..,3
In Hartford the average number of program hours per week was 30,
as against 570 for commercial television.

\EQAnother argument advanced against subscription television is that

people w111 end up paylng for programs which were ‘ence free. The

type of box—offlce pregramming shown durlng the Hartford trlal
shows that subscription television will not siphon talent and
19x1st1ng programs from conventional telewision, Of the 599 programs
shown in Hartford, none were available on free television. The
current motion picture films shown were not availabie anywhere in
the United States, Heavyweight Boximg Championship fights have not
been viewedqqn commereial television in ten years, the college
thall games shown are subject to the restfictivé ruling of

JAA in respect to commercial television, current Broadway plays
{,dom seen on free television, andvfwoshour‘eonégrté éfé»ﬁef
because of the cost-per-thousand economics df'advertisihg
%elevisioﬁ. On top of all ﬁhis, the public iS'éelectiﬁev

the program fare is limited to box—offlce’entertainment.

%nstelevmsion would. provide a new source of revenue which

hent the advertising revenue now received by the broad-
nstry, and wadld provide a wider choice 6f‘programming

hox-office entertainment for television viewing.
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In conclusion, it should be realized that the knowledge gained
during the Hartford trial serves to refute many of the wild
speculations advanced by uninformed and biased opponents of

_/ subscription television: that it is technically impossible,

. that the public will have no 1nterest in it, that program charges
will be

"nt that subscriptionapnﬁgrammingwwillunvtudiffermw
; from conven ional programming, that<if wikll siphon away present
programs which are now fr“ﬂi,tha%~if“§§il destroy free telev131on,

/—r"‘/ . .
1t will be, at best, little more than a playthlng for
“+the very wealthy.

Thus, the only remaining problems involving subscrl tion television

are primarlly mhasiness and marketing problems, as contrasted to

regulatory publlc 1nterest problems. In the last analysis, the

‘public should simply be allowedﬁto evaluate subscription telev1sion

itself in the market place,



FOOTNOTES

1. Equal Time, Minow and Laurent, p. 227

2. Joint Comments ef Zenith,Radio Corporation and Teco, Inc.

in Support of Petition for Nation-Wide Authorization

of Subscription Television (Before the FCC) March 10, 1965

All other facts and figures used in this paper have been taken

from this petition.

3. See page 5




GENERAL BACKROUND

1. General theory~ if the viewer paid for programs he sees on tv,
he would get better programs.

2+ 4 kinds of material that would form programming-
motion picture films (newer than are now seen)
EEG&&W&?~918¥3_ﬁpgqu/eﬁﬁ%ﬁ%ywauvﬁz/2ﬁ7¢wwnj

sports events

o ~ “oulbural and educational programs
[}
3. can afford to bring expensive programs to mlnerity groups-
ad supported commercial tv can't

does this thumogh the price mechanism

4. basie difference- is a new distributing system fer box office

\053 entertainment, whereas existing system is give~away ad medium

5.\conditions for success

knatlonal‘dissatisfaction with existing tv

must be in p031tion to deliver superior programmlng

OLE OF THE Fee

.authority under Comm. Aet of 1934, as amended, to authorize
ion tv as a broadcast serv1ce—

ction between.wire and broadcast- ,

ire regulatéd by state and‘municipal gqvts. (Galifornia)
aémic- wire can!t work-‘Weavef'would have failed anyway-
WiﬁimPﬁﬁéﬁﬁiﬁﬁt'gﬁf‘ of suberibers doesn'tuﬁafter-

s DIFEF, 1IN N!v
50% of homes to break even-(20,000 for Hartford)

rmit tests- _ W ‘m M&mm

thorlzed tests with further restrictlons- 1 test
RKO Phonevisien filed for~nat1nn- W1de authorizationE'

ye r- ‘has reached stage where meaningful data are
‘l‘ lq qu &nalysia v




\ (VQD
4. After more than 1§‘years of PCC proceedings, field tests and trials
of Snb, tv, the time has come to give sub. tv the oppor. to go into

the market place on a nation-wide basis. (cut Cal. referendum)

REASONS~ WHAT HAS BEEN PROVEN IN HARTFORD

1. Hartford is the most successful test to date-first large-scale test

AN/

only 1 going on in the U.S. right now=—_> ,00C &»bﬁ*ﬁl@fy'
ENES TONE 282 oK Zutod Alb

Toronto only other in the world- wire unsuceessful-

moving to Montreal—decespse SE (I @u&cre;;@m —
et
2. Details~ telecast over WHCT-TV in Hartford-Operates as Staﬂdard
'outlet during the day o

cost-?&JO installation— $.75 rent on decoder
technical basis~ scrambles both sound and picture

decoder records cost of programs viewéd- return tape and

paymenﬁ at the end of the month |
mplaints—(and Hartford's answer) u v

rograms w111 not differ-'"*

Hill pravide a beneficial supplement to the‘p _g'am choices

w'available to the public on’ commerclal tv; '

tien picture f11ms-86% of programming-deSplte theater

wner s Opposition, h&s been ahle to. obtain first-run movies’

haw after big city release~ same as ones running in neighbor

Days ef Wine and Roses, Gipsy, Irma La Douce, Music Man,

Bye Bye Bidie, The Prize (E ronston ;\ das)

. Events-Championship Boxing—-6 heavyweight chanp. flghts

fettresn, Loodon, Johtnnoon)

College sports-NCAA oppesition on free tv

Pro basketball, hockey, and football |

entertainment programs- 5,5 —concerts,Opera and balle
- (Kinston,Baez,lime. ) ‘

Broadway,British and off-Broadway plays) Varlety

h club and eaberet

. A‘ 'ﬂ‘ﬂ‘v\nrnl-" nun'l P R LT ST P U S T [- IR - ~A



b. Program charges will be exorbi ant- ANSWER

%) Program charges-feature films=-.50-1.50

sports-1-3
= (HIGH=<LOW)
concerts-1 1.50

over-all charge per hour- .59

S

It is the box-office program, which the public would otherwis
have to pa&is see, which will induce the publie to pay a

'subscriptlon fee.

conventlonal tv program has 1 source of economic support-
the ad sponsor- controlled by cost-per-1000 econ. of ad.
box-office programs have several supporters-

i

;' Will be little more than a ﬁﬁgyfﬁing for the wealthy ANSWER

Subseription t%}pétrenagﬁ is not limited thyhigh-income'guhsen&gers,

“but primarily attracts middle-income subscribers-

(chart onhﬁgérd)
ription tv appeals to families at all economic levels:

p’J%Ze 20% that are by govt. definithon poverty-stricken

e g Lalonndd T B
on tv would result 1n an inecrease in economic and program

s which would'faeilitate significant increases in the
1[Services available to the public under present system.
nt data available-

42% UHF stations reported losses
eetions(in Pepbrt) srove

e estimate~ 104 penetration of tv homes-
pay tv economically viable in top 100 tv markets-
-,Chicago,Phil. ,Boston,Detroit,s.F, ,Cleve. ,Pitts.,Wash

e
G e



e. Would destroy free tv ANSWER
Subscription tv would not impair the capacity of the present system
to continue to provide ad-financed pfogramming-
1) Audience-siphoning would be minimal-2 reasons
a) limited no. of available box-office programs
b) budget llmitatlons on:the amount of time and money the public

would spend on a recreational spectator activity such as sub®

average subscriber watched 1. out of 5.7 pro s available perwe
. 4y S0 Zoe- C:;{;Qfocé z!ém Y s wce/é
average viewing time 2,as agalnst\égja week on free tv

10%4 penetration would result in max. siphoning of $o0f1% of audie;
QT —

actually, sub. tv would bring back viewers that don't watch free'

Average per-program-shewing audience was 2:5% of subscribers

2) Subscription tv wouldn't pre-empt any signifiCant amt. of time
now utilized by ad sponsors-

average no. of program hours per week-

30, as’ agalnst

typical average due to aj and b) above.

siphon away programs that are now free ANSWER

provide 2 new sourcé of revenue which will supplemﬁ

- received by broadcast industry.



&. pay tv is technically impossible, and would not be a financial success
because people aren't interested ANSWER
Subscription tv will receive sufficient patronage from the'ﬁﬁblic
to make it an economieally viable businéss
self-impased test limitation of 5,000 subscribers-

10% penetration is a conservative estimate~is econ. sound

we ) ccc Sodwe ul
A A Y\ . LA CO‘L
ratings(oniboard) show interest \'3, QCC,vmﬁi&

if that is reached in top 100 markets

refleets a total of close to 2-million sep rate

R L

‘sefarate

SUMMARY |
Knowledge gained during Hartford trial serves to refute many of

the wild speculations édvanced by uninfaﬁmed,gnq b£ééed Oppéhents

af‘éubseription television- e -

| W@haﬁ it is technieally impossible, .

'that the public will have no interest in it,

hat program charges will be exorbi ‘ant,

sub. programming will net differ from eonventlonal program. ,

it will siphon away peesent programs which are’n w ‘free,

it will destroy free tv,

it will be,at best, little mobte tham a plaything

.the very wealthy.

The emaining problems involving sub . tv are primarily
Feair ‘marketing problems, as contrasted to regulatory

and Py st problems. In the last analysis, the publie

fsimply be allowed to evaluate‘subscriptien tv

arket place.



