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EXECUTIVE SUMMARY

This study tells the story of the Telecommunications Act of 1996 and its aftermath. In many ways,

the Telecom Act failed to serve the public and did not deliver on its promise of more competition,

more diversity, lower prices, more jobs and a booming economy.

Instead, the public got more media concentration, less diversity, and higher prices.

Over 10 years, the legislation was supposed to save consumers $550 billion, including $333 billion in

lower long-distance rates, $32 billion in lower local phone rates, and $78 billion in lower cable bills.

But cable rates have surged by about 50 percent, and local phone rates went up more than 20 percent.

Industries supporting the new legislation predicted it would add 1.5 million jobs and boost the economy

by $2 trillion. By 2003, however, telecommunications’ companies’ market value had fallen by about

$2 trillion, and they had shed half a million jobs.

And study after study has documented that profit-driven media conglomerates are investing less in news

and information, and that local news in particular is failing to provide viewers with the information they

need to participate in their democracy

Why did this happen? In some cases, industries agreed to the terms of the Act and then went to court

to block them. By leaving regulatory discretion to the Federal Communications Commission, the Act

gave the FCC the power to issue rules that often sabotaged the intent of Congress. Control of the House

passed from Democrats to Republicans, more sympathetic to corporate arguments for deregulation.

And while corporate special interests all had a seat at the table when this bill was being negotiated, the

public did not. Nor were average citizens even aware of this legislation’s great impact on how they

got their entertainment and information, and whether it would foster or discourage diversity of

viewpoints and a marketplace of ideas, crucial to democratic discourse.

Now, as Congress once again takes up major legislation to change telecommunications policy, and as it

revisits the Telecom Act, major industries have had nearly a decade to reinforce their relationships with

lawmakers and the Administration through political donations and lobbying:

• Since 1997, just eight of the country’s largest and most powerful media and telecommunications

companies, their corporate parents, and three of their trade groups, have spent more than $400 million

on political contributions and lobbying in Washington, according to a Common Cause analysis of

federal records.

• Verizon Communications, SBC Communications Inc., AOL Time Warner, General Electric Co./NBC,

News Corp./Fox, Viacom Inc./CBS, Comcast Corp., Walt Disney Co./ABC, and the National

Association of Broadcasters, the National Cable &amp; Telecommunications Association, and the United

States Telecom Association together gave nearly $45 million in federal political donations since 1997.

Of that total, $17.8 million went to Democrats and $26.9 million went to Republicans.

• These eight companies and three trade associations also spent more than $358 million on lobbying

in Washington, since 1998, when lobbying expenditures were first required to be disclosed.
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All this investment once again gives radio and television broadcasters, telephone companies, long-distance

providers, cable systems and Internet companies a huge advantage over average citizens.

While these corporations have different, and sometimes opposing views on individual provisions of a new

Telecom Act, their overriding desire is for less federal regulation. A new Telecommunications Act could

be written “in a matter of months, not years,” and be a “very short bill,” focused on an almost complete

deregulation of the telecommunications industry, said F. Duane Ackerman, chairman and CEO

of BellSouth Corporation. “The basic issue before the Congress is simple,” Ackerman said.

“Can competition do a better job than traditional utility regulation?”
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But before Congress listens to this call for less regulation, it is important to understand the changes

Telecommunications Act of 1996 put into motion, and how those changes drastically redrew the

media landscape, often to the detriment of the public.

The Telecommunications Act of 1996:

• Lifted the limit on how many radio stations one company could own. The cap had been set at 40

stations. It made possible the creation of radio giants like Clear Channel, with more than 1,200

stations, and led to a substantial drop in the number of minority station owners, homogenization

of play lists, and less local news.

• Lifted from 12 the number of local TV stations any one corporation could own, and expanded the limit

on audience reach. One company had been allowed to own stations that reached up to a quarter of

U.S. TV households. The Act raised that national cap to 35 percent. These changes spurred huge

media mergers and greatly increased media concentration. Together, just five companies – Viacom,

the parent of CBS, Disney, owner of ABC, News Corp, NBC and AOL, owner of Time Warner, now

control 75 percent of all prime-time viewing.

• The Act deregulated cable rates. Between 1996 and 2003, those rates have skyrocketed, increasing by

nearly 50 percent.

• The Act permitted the FCC to ease cable-broadcast cross-ownership rules. As cable systems increased

the number of channels, the broadcast networks aggressively expanded their ownership of cable networks

with the largest audiences. Ninety percent of the top 50 cable stations are owned by the same parent

companies that own the broadcast networks, challenging the notion that cable is any real source

of competition.

• The Act gave broadcasters, for free, valuable digital TV licenses that could have brought in up to

$70 billion to the federal treasury if they had been auctioned off. Broadcasters, who claimed they

deserved these free licenses because they serve the public, have largely ignored their public interest

obligations, failing to provide substantive local news and public affairs reporting and coverage of

congressional, local and state elections.

• The Act reduced broadcasters’ accountability to the public by extending the term of a broadcast license

from five to eight years, and made it more difficult for citizens to challenge those license renewals.

“Those who advocated the Telecommunications Act of 1996 promised more competition and diversity,

but the opposite happened,” said Common Cause President Chellie Pingree. “Citizens, excluded from

the process when the Act was negotiated in Congress, must have a seat at the table as Congress proposes

to revisit this law.”
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INTRODUCTION

Nearly 10 years ago, with little attention from the public, Congress passed the Telecommunications

Act of 1996. It was supposed to produce more competition, more diversity of viewpoints, lower prices

for consumers, and more wealth and jobs for the economy.

Instead, the public got more media concentration, less diversity, and higher prices.

Over 10 years, the legislation was supposed to save consumers $550 billion, including $333 billion in

lower long-distance rates, $32 billion in lower local phone rates, and $78 billion in lower cable bills.1

But cable rates have surged by about 50 percent, and local phone rates went up more than 20 percent.2

Industries supporting the new legislation predicted it would add 1.5 million jobs and boost the economy

by $2 trillion. By 2003, however, telecommunications’ companies’ market value had fallen by about

$2 trillion, and they had shed half a million jobs.

And study after study has documented that profit-driven media conglomerates are investing less in news

and information, and that local news in particular is failing to provide viewers with the information they

need to participate in their democracy.

How the Telecommunications Act of 1996 got passed, and its unexpected consequences, offer vivid lessons

in what happens when public policy is made largely without either informing or consulting the public, and

when big corporations, spending millions on political contributions and lobbying in Washington,3 get to

skew the policy debate and make promises they do not intend to keep. The story of the Telecom Act

also demonstrates what can happen when a federal agency—the Federal Communications Commission—

is permitted to issue rules that flout what Congress intended.

Now, as Congress is about to pass crucial legislation affecting the nation’s telecommunications policy, and

as it prepares to revise the Telecommunications Act of 1996, special interests once again are mounting a

campaign to get their priorities into the law. They retain the advantages that wealth and power always give

in the political process.

Since 1997, just eight of the country’s largest and most powerful media and telecommunications

companies, their corporate parents, and three of their trade groups, have spent more than $400 million

on political contributions and lobbying in Washington, according to a Common Cause analysis of federal

records. Verizon Communications, SBC Communications Inc., AOL Time Warner, General Electric

Co./NBC, News Corp./Fox, Viacom Inc./CBS, Comcast Corp., Walt Disney Co./ABC, and the

National Association of Broadcasters (NAB), the National Cable &amp; Telecommunications Association,

and the United States Telecom Association together gave nearly $45 million in federal political donations

since 1997. These eight companies and three trade associations also spent more than $358 million on

lobbying in Washington, since 1998, when lobbying expenditures were first required to be disclosed.

As if this investment in Washington weren’t enough, many industry heavyweights now are forming

coalitions to press their agenda, once again promising economic growth and thousands of new jobs if

they prevail in Congress. The TeleCONSENSUS Coalition brings together the Regional Bell Operating

Companies, the cable industry, the National Association of Manufacturers and the Electronic Industries

Association, in an effort to sweep away most government regulation.4
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A new Telecommunications Act could be written “in a matter of months, not years,” and it can be a

“very short bill,” focused on an almost complete deregulation of the telecommunications industry, said

F. Duane Ackerman, chairman and CEO of BellSouth Corporation. “The basic issue before the Congress

is simple,” Ackerman said. “Can competition do a better job than traditional utility regulation?”5

It is vitally important that history does not repeat itself, said

Common Cause President and CEO Chellie Pingree. “Any

revisions to telecommunications law will make a big difference

in the lives of all Americans. We want to be sure that new

technology will be available to everyone and that TV, radio

and the Internet offer citizens the information and diverse

viewpoints they need to participate in their democracy. Big

media can’t be allowed to get bigger. This time around, the

public must have a seat at the table, and Congress must be

much more wary of industry promises and arguments.”



“[I]t is a great day. It will

be competition. It will give

the American consumer

greater choice. ... It is the

greatest jobs bill we are likely

to pass in this decade.

—



Rep. Thomas Bliley, (R-VA),

chair of the House Energy

and Commerce Committee

February 1, 1996 6



Nearly a decade ago, Congress passed the Telecommunications

Act of 1996 by huge bipartisan margins—by a vote of 91 to 5 in

the Senate and 414 to 16 in House.7 The bill was hailed as “the

most deregulatory telecommunications legislation in history.”8 Even President Bill Clinton, who had

threatened to veto an earlier version of the bill, had become a true believer. Signing the Act into law

at a glitzy ceremony in the Library of Congress, Clinton predicted that “consumers will receive the

benefits of lower prices, better quality and greater choices in their telephone and cable services, and

they will continue to benefit from a diversity of voices and viewpoints in radio, television and print media.”9



This was a law that would make a big difference in the lives of all Americans, but it was a law that did not

involve average citizens. The journalists who cover the news and work for these special interests did not

write about the legislation in terms of its impact on the public. As media scholar Robert McChesney

observed: “The Telecommunications Act was covered (rather extensively) as a business story, not a public

policy story.” The lack of public debate surprised even veteran Washington insiders, McChesney noted,

quoting one lobbyist: “I have never seen anything like the Telecommunications Bill. The silence of public

debate is deafening. A bill with such astonishing impact on all of us is not even being discussed.”10

The Act largely reflected the priorities of special interests—local phone companies, long-distance providers,

and cable and broadcast corporations. While these special interests disagreed among themselves, they all

wanted Congress to rewrite the rules to allow them more flexibility to get into each other’s businesses,

and they wanted less regulation. In return, they promised more diversity, more choices, lower prices,

more jobs and a thriving economy.

The Telecommunication Act’s historic legacy of deregulation certainly has come true. But all the other

rosy predictions about the legislation—that it would usher in not only new competition bringing

innovation and lower prices to consumers, but also diversity and more meaningful sources of information

for citizens—have largely proved illusory.

Over ten years, the legislation was supposed to save consumers $550 billion, including $333 billion in

lower long-distance rates, $32 billion in lower local phone rates, and $78 billion in lower cable bills.11

But most of those savings never materialized. Indeed, Sen. John McCain (R-AZ), who opposed the

legislation, noted in 2003: “From January 1996 to the present, the consumer price index has risen

17.4 percent ... Cable rates are up 47.2 percent. Local phone rates are up 23.2 percent.”12
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The rosy predictions that passage of the Telecom Act would create 1.4 million jobs and increase

the nation’s Gross Domestic Product by as much as $2 trillion also proved false.13 Indeed, in 2003,

elected officials were referring to a $2 trillion dollar loss in the marketplace value of companies in the

telecommunications sector, and a loss of 500,000 jobs between 2001 and 2003.14 The losses had a lot

to do with the corporate malfeasance at MCI WorldCom, and other corporate meltdowns and their

repercussions, which were stimulated in part by the speculative frenzy and conflicts of interest spurred

by the passage of the Telecom Act. They also resulted from the failure of new companies that raised

hundreds of billions of dollars to enter the local telephone business, but were stymied by the refusal of

the baby Bells to open their local markets. On all counts, deregulation failed to be an economic boon.

But the most damaging impact has been to democracy, as citizens confront a media universe that has

become less and less diverse and offers them fewer real choices. This universe is dominated by a handful

of giant corporations that own radio and TV stations, newspapers, cable systems, movie studios, and

concert venues.

The Act prompted a wave of media mergers, reducing the number of diverse voices in radio and television.

The creation of radio monoliths such as Clear Channel Communications has driven out minority radio

station owners, and has made it more and more difficult for new artists to get airtime on commercial radio.

It also has meant that in many communities throughout the country, only a small number of radio stations

are locally owned. Not able to compete with huge corporations, minority owners in many communities

have been driven out of business.

Obeisance to the bottom line has meant that local TV stations, increasingly owned by out-of-town

corporations, are producing less local news or none at all. And network news staffs also have been

shrinking. As the Project for Excellence in Journalism noted in 2004: “Most sectors of the media are

cutting back in the newsroom, both in terms of staff and the time they have to gather and report the

news ...journalists face real pressures trying to maintain quality.”15

The law extended the terms of broadcasters’ TV licenses, and made it much more difficult for those

licenses to be revoked, making broadcasters far less accountable to the viewers they serve, and much

more concerned about the shareholders who want to see

them as profitable as possible.

“[W]e heard from the industries

Nearly a decade after its passage, most Americans are not

involved in this bill. ...We have

benefiting from innovations such as high definition and digital

heard from the lobbyists that the

television. And the United States finds itself lagging behind the

industries have hired. ...We have

rest of the developed world in the deployment of broadband

heard from the consultants that

access to the Internet.16

the lobbyists have hired. ...We have

heard from the law firms. ...What

How did the Telecommunications Act of 1996 turn out this way?

did you hear from the consumers?

A public largely uninformed about the legislation, combined with

Oh, them? Well, what did you

the intense lobbying of telecommunications interests both

hear from the citizens?

contributed. Many elected officials of both parties also believed

that the public interest would be served by the competition they

expected from the revamped law. But as soon as it passed, the

same special interests that had applauded the law went to court

to dismantle the provisions they did not like, and appealed to

Congress and the Federal Communications Commission to relax the rules even more. A former Clinton

Administration official close to the negotiations on the 1996 law said that the goal was to strike a balance

between the needs of media and telecommunications companies and the public interest. “But the lesson we

—
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Rep. John Conyers (D-MI)

February 1, 199617
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learned was that you have to lean more on the side of the public interest because the companies will push

back after the law is passed in the courts and in Congress. You’ve got to err on the side of the public.”

And while the Telecommunications Act had bipartisan support, its final provisions reflected the shift in

power in the 1994 elections, which brought Republican control of the House and Senate, championing

a vigorous deregulatory agenda. As Congressional Quarterly noted shortly after the bill’s passage: “There

are numerous provisions that the Democratic-controlled 103rd Congress never would have countenanced,

such as the ones lifting price controls on cable television systems and allowing radio broadcasters to own

an unlimited number of radio stations across the country.”18

Indeed, when under Democratic control in 1994, the House passed a telecommunication reform bill

by huge margins that did not include those provisions that have vastly increased media concentration.

That bill, spearheaded by Representatives Ed Markey (D-MA) and Jack Fields (R-TX) was approved

by a vote of 423 to 4 in the House.19

In the Senate, Commerce Chair Fritz Hollings (D-SC) and Sen. John Danforth (R-MO) proposed similar

legislation. 20 That legislation, however, never was voted on in that chamber, largely due to the opposition

of Minority Leader Bob Dole (R-KS). Rep. Markey charged that his bill had been killed in the Senate by a

few powerful telephone companies, “which enjoy their monopolies, and refuse to give up their comfortable

position to compete in the marketplace.”21

The following year, Republicans gained control of the House after being in the minority for 40 years.

Under the leadership of Speaker Rep. Newt Gingrich (R-GA), House Republicans took up telecom

reform, and shaped it along much more deregulatory lines. Gingrich and other Republican deregulation

champions warmly received broadcast lobbyists, according to the New York Times, which reported that

News Corp.’s Rupert Murdoch, ABC, CBS and NBC all were actively lobbying to lift national broadcast

ownership limits.22

The 1995 House version of the Telecom Act proposed to eliminate the ban on newspapers owning TV

stations in the same market, immediately lift price regulations for cable systems with fewer than 600,000

subscribers, and permit one company to own two TV stations and an unlimited number of radio stations

in the same market.

Rep. Fields (R-TX), chair of the House Commerce Committee’s telecommunications subcommittee,

boasted that the Clinton Administration concerns about this sweeping deregulation would cave in the

face of Republican strength. “They’re bluffing,” Fields told the Times in 1995.23

So in that context, the 1996 bill could have been far worse. President Bill Clinton’s veto threat of the

original House and Senate proposals, combined with the efforts of key House and Senate Democrats,

resulted in the addition of amendments and concessions in a House-Senate conference committee that

blunted the bill’s deregulatory sweep.24 White House opposition forced Congress to revise the bill to

strengthen federal oversight of media mergers.25

The law also preserved a universal service fund, due largely to the efforts of Senators Olympia Snowe (R-ME)

and Jay Rockefeller (D-WV). The fund subsidizes telecommunications access for rural communities, lowincome families, and Internet connections for schools and libraries.26 27 Rep. Markey was the father of the

mandate that new TV sets be equipped with a V-chip to help parents block unsuitable programs from

their children’s viewing.28
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