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COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

ALAN GREENSPAN, CHAIRMAN

PAUL W, MacAVOY
BURTON G. MALKIEL October 31, 1975

MEMORANDUM FOR: ROBERT T. HARTMANN

Counsellor to the President

FROM: Paul W. MacAvoy @MMW

Three weeks have passed since the Aviation Act of 1975
was announced. Since the announcement, this regulatory
reform initiative has received substantial editorial
support.

The Aviation Act was the lead news story -- and
favorably reported -- on both CBS and ABC Evening News
on the day of announcement. NBC also gave it full
coverage.

Editorials from the following publications are
attached at Tab A.

Baltimore Sun
Chicago Tribune
Dallas Morning News
Denver Post
National Journal
New York News

New York Times
Philadelphia Ingquirer
Rocky Mountain News
Washington Post
Washington Star

You also might be interested in the following items:

Coverage by The Economist at Tab B.

Wall Street Journal analysis of the stock market effect
at Tab C.

Perceptive column by George F. Will at Tab D.
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Regulatory Focus

by Louis M. Kohlmeier

A Ripe Time for Airline Deregulation

A Washington attorney, well practiced in aviation law
and in the politics of airline regulation, summed up in
a word his reaction to President Ford’s airline deregula-
tion proposal: “‘Baloney!™

The attorney, a former Civil Aeronautics Board
e e PAN oL R LN g e RS W s oo oo on s oo S e

will Congress ignore the oppposition, particularly from
mayors.

Fundamentally, however, Ford is arguing that com-
petition will be better for consumers, cities and the zir-
line industry itself, if not for all existing airlines. Pack-
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the door wide to sales and swaps.
Perhaps more significant, any “fit.
willing and able™ carrier could start up
a new scheduled service between any
two cities not already enjoying non-
stop service. President Ford would alzo
give a leg up to the more than 200 small
airr taxd opzrators who are bringing
airline-tvpe szrvice to smali towns and
commurities that the CAs-Heemsad
carriers do not deem profitabie. The
CAB recently allowed them to operate
30-seat aircraft -vithout becomiag en-
meshed in the r:strictive CAE regula-
tions. President Ford would allow them

Sup to 535 seazs. This will permit the
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NATIONAL ASSOCIATION OF BROADCASTERS \
1771 N StreEet, N. W.. WasmiNeTOoN, D. C. 200886, 26383~3500 ?J 4 !
V ‘ , /

WILSON C. WEARN : ‘ " /ZA )
CHAIRMAN OF THE BOARD , December 11, 1975 i~

Member :
Council of Economic Advisers
Washington, D. C. 20506 -

Mr. Paul W. MacAvo V\A 2

' Dear Mr. MacAvoy:

Thank you. for your letter of November 20.
The questions you raise should be discussed in our
forthcoming meeting which I hope can be scheduled in
the very near future.

Such a meeting is badly needed. It is now
evident from our exchange of views -- and your apparent
willingness to contemplate the loss of perhaps half the
country's local television stations -- that the differences
which separate us on the question of the appropriate
regulation of cable carriage of broadcast signals are
not so much those of economic perspective as a more
basic dispute affecting national communications policy.

. In your letter of November 20 you raise three
qguestions for discussion at our forthcoming meeting.
They should be so addressed, but because of the over-
whelming importance of the subject matter and the urgency
with which you and your associates are working on proposed
cable legislation, I feel obliged to set forth in the
strongest terms some immediate reactions, at the outset,
to the first question raised. My comments follow the
quoted paragraph of your letter:

"First, there is a question of the

- impact on local versus national broadcasting.

‘ Given Park's and your estimates, more than
half of the country's local stations facing
today's markets would exist in the fact of
unlimited cable signal importation. But
isn't it more likely that, with two or three
local stations all losing money that only
one or two would exit? If all were to leave




'Mr. Paul W. MacAvoy - 2

then there would be a large unsatisfied

demand of local advertisers for one

outlet. For all to leave then the most

popular local station would have to rank

behind the least popular (sixth or seventh)

national imported signal for much more

locally—oriented program offerings."

You appear to take comfort in the fact that
our figures suggest to you that half of the country's
local stations might survive unlimited cable signal ‘
importation. Worse, you indicate you might be satisfied
if only one or two out of three local stations in a
community were to survive unlimited cable signal importation.
I find it hard to believe that you and your colleagues have
thought through the implications of this attitude toward
the survival of local television statlons, the public's
major source of news and information in the country.
Of all monopolies, a monopcly on news and information
has perhaps most serious consequences for the public
interest. Yet, if unregulated cable importation is
permitted to destroy all but one station in the market, -
that single station will have such a monopoly as to local
{and perhaps regional) news, and as to local television
advertising as well.

; Your third qguestion also requires a strong,
immediate reaction. Again -- your words: :

"Third, your statements on national
policy calling for regional fragmentation
of broadcasting raise questions in my mind,
at least. Is this FCC pollcy, akin to that
of the CAB on local service airlines?

Has this not itself led to too much
fragmentation in providing local news
and coverage of regional events? Should
it not move in the direction of local
service airline policy? These are
preliminary questions in my search for
both the source and ratlonale for this
policy."”

I don't know what you mean by "too much fragmentation
in providing local news and coverage of regional events."



Mr. Paul W. MacAvoy - 3

I had thought that in asking broadcasters for data about
potential impairment of "the quality and quantity of
broadcast service" you shared the view that competition
among television stations is a desirable goal of national
policy, but apparently you do not. In any event, to
sacrifice real, legitimate and existing competition

among television stations in local markets for the
spurious "competition" of unregulated importation of big
city television stations by cable systems seems to be a
trade~off with no beneficiary except for the cable systems.

Through all of this, of course, there is no
evidence of a concomitant public benefit to be derived
by sacrificing much of local television service in order
to deregulate cable. I would hope that, in our future
discussions, we could focus on that overriding question.

Sincerely,

lqpiﬁbﬁzﬁﬂ\ <Z. CLLCA/H/v\_,z’

WCW/bd
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EXECUTIVE OFFICE &F THE PRESIDENT
COUNCIL OF ECOHTIMIC ADVISERS

. .8

WASHIMGTON, D.C. 20506

Noverber 20, 1975

PDear Mr. Wearn:

This is in response to vour letter and accompanyin
material of November 10 on tha impact of cable on lccal
broadcasting. Jhis was detailed and infcrmative, and I
have taken steps to see that it is widely distributed
to those’concerrned with cable T.V. policy. There are three
guestions raised by the materials, however. Perhaps 1 could
raise them so that they might Le addressed in ocur forth-
coming meeting.

S

First, there is a question of th=2 .impact on local
versus national broadcasting. Given Park's and your
estimates, morea than half of the country's local stations
facing today's markets wouvld exist in the fact of unlimited
cable signal importation. But isn't it more likely that,
with two or threse local staticns all losing money that
only one or two would exit? If &a8ll were to lzave then
there would be a large unsatisfied demand of local adver-
tisers for one outlet. For all to leave then the wost
popular lccal station would have to rank behind the ie ;eas“
popular (sixth or seventh) national imported signal for
nuch more locally-criented program offerings.

Second, there is still the question of appropriate
projecticns of cgrowth of markets. The last three vears
aire not the most likely base for such projections, given
the unique combinaticn of inflation and low levels of growth -
of real GNP that dominate that period. Why not use the
five or ten year historicsal rates ¢f growth, or scme such
measure not linked to the recent recegsion?

5

Third, your statements cn 3“10“?1 poliﬂy calling feor
regional fragmentation of broadcasting raise guestions in
my mind, at least,. Is this FCC policy, axin to that of the
CAB on local service airiines? Has this not itself led to



too much fragmentation in providing local news and coverage
of regional events? Should it not move in the direction of
local service airline policy? These are preliminary
questlons in my search for both the source and rationale
for this policy.

Sincerely,

: G
Paul W. MacAvoy
Memberx-

g
Mr. Wilson C. Wearn
Chairman of the Board
Nzational Association
of Broadcasters
1771 N Street, N.W.
Washington, D. C. 20036





