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Revisiting
Consolidation’s
Catalyst

Sign Of The Times:
President Bill Clinton (l) electronically signs The Telecommunications Act of 1996 as Vice President Al Gore
looks on. The event happened live over the internet,
making it “the first law to be signed in cyberspace.”
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wenty years ago this month the business of broadcast
radio and virtually every other aspect of communicationsrelated commerce in the United States was redefined with
the passage of the Telecommunications Act of 1996. Not
since the creation of the FCC during the Great Depression
had American telecommunications policy been so extensively addressed. The goal of the ‘96 law, according to the FCC, was “to let
any communications business compete in any market against any
other.” Proponents say it has done exactly that. Opponents argue
the opposite. Others use the bipartisan legislation to illustrate the
power of special interests in the halls of American government. In
any case, Telecom transformed every business it addressed, and nowhere have the changes been more striking than in radio.
By Russ Penuell
Alpha Chairman Larry Wilson remembers the
Making Change: The seismic shift for broadcast
period well. Wilson founded the company that would
radio came with the act’s elimination of national
become Citadel in 1984, the same year the FCC
station ownership limits and the implementation
raised station ownership limits from seven
of a tiered local ownership model. The
AMs and seven FMs nationally to 12 of
FCC had been experimenting in those
each. No more than one AM and one FM
areas since the mid ‘80s in response to an
were allowed in a given market. “It was an
increasingly anemic industry. From 1989okay business, but it was really hard to get
90 alone, AM and FM profits dropped by
any critical mass,” he recalls. “And it was
50% and 33%, respectively, according to
really hard to provide meaningfully for
one study by the FCC. “The late ‘80s and
advertisers in specific demographics.”
early ‘90s were a very challenging time for
“It’s like we were selling one section of
radio,” notes Texas Tech College of Media
Todd Chambers
the local newspaper,” explains independent
& Mass Communications Associate Dean
owner/operator Jim Martin, who now leads PMB
Todd Chambers. “And they were basically trying to
Broadcasting/Columbus, GA. “Having another station
figure out ways to support the industry.”

would’ve made things much more manageable.”
More experimentation was on the way. In 1990
the FCC ruled Citadel could operate a third station
in its Colorado Springs market via LMA, a first for
radio and a practice that quickly caught on across
the industry. “Some have said that was a precursor to
deregulation,” Wilson says. “When we got that ruling,
I remember my lawyer Peter O’Connell saying it could
mean a lot for the industry; if you can do these LMAs,
he said, that means at some point they’ll probably let
you own them. So we did the LMA with an option to
purchase and as soon as they let us, we did.”
Wilson’s LMA purchase became possible in 1992
when the FCC raised the market limit to two AMs and two
FMs, as long as they did not
account for more than 25% of
the total listening audience.
The national limit, meanwhile,
was raised to 18 and 18, which
became 20 and 20 two years
after that.
Larry Wilson
More comprehensive changes
to radio ownership and American communications
generally would require an act of Congress, a process
that by 1992 had actually been underway for almost two
decades. Retired U.S. Senator Larry Pressler (R-SD) authored the l996 law and the original signed copies hang
on the wall of his Washington office. “I worked on it for
the 22 years I was in Congress,” he says. “It takes that
long to pass a major piece of legislation. There were so
many interest groups and it was a struggle. We had sort
of a magical moment in late 1995 when all the parties
seemed in agreement. I personally visited all 100 U.S.
Senators to get their input and to explain the need to
pass it on a bipartisan basis, which we finally did.”
Pressler’s bill passed 91-5 in the Senate and 41416 in the House on February 1, 1996. “As of now
the Berlin wall of telecommunications has been
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demolished,” declared one closely involved Senator
as President Clinton signed it into law a week later.
“And we can go forward now to an era of competition rather than monopoly.”
Consolidation: The elimination of national ownership limits and relaxation of local rules allowing companies to own up to eight stations in some markets
created a buying frenzy marked by bold purchase
offers. Five years after its passage Clear Channel (now
iHeartMedia) owned an extraordinary 1,216 radio
stations, according to Broadcasting & Cable. Rounding
out the top five station owners were Cumulus (270),
Citadel (216), Infinity (185) and Entercom (104).
Martin recalls Cumulus paying more than 14 times
cash flow for his Columbus, GA stations in 1998. “A
typical deal back then,” he says.
Despite appearances, the prospect of excessive
consolidation loomed large as the legislation was
being crafted. “I was afraid of too much consolidation,” Pressler recalls. “People suggested that would
be addressed with antitrust enforcement, but no
recent president of either party has enforced antitrust laws. That’s part of the problem. It’s not the
Telecom Bill. We’d be better off if we didn’t have
so much consolidation, but wiser men made those
anti-trust decisions.”
The government has challenged consolidation on antitrust grounds since Telecom, but has
generally done so with respect to local economics.
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Most cases result in a company divesting a station
or two to prevent majority control of a market’s
advertising revenue. Proponents of more aggressive
antitrust enforcement argue that challenges should
also consider national aspects, the relationship
between ad representation firms and media operators (iHeartMedia owns Katz, for example) and the
social and political effects of consolidation.

“

I was afraid of too much
consolidation.
People suggested that
would be addressed
with antitrust enforcement, but
no recent president of
either party has enforced
antitrust laws.

”

–Senator Larry Pressler (1979-1997)

Inadequate antitrust enforcement, Pressler says,
can be laid at the feet of special interests. “It’s the
power of big business and big labor,” he argues. “We
had to get the support of big labor on Telecom and
they were in on a whole bunch of stuff; things like no
outsourcing of telephone numbers so they didn’t have
to compete as other industries do.” Lawmakers also
needed the support of the Communications Workers
of America, a union Pressler says is second in power
only to teachers unions. “They were as equally greedy
as any of the companies were,” he continues. “So I’ve

got a bad flavor in my mouth that we’ve allowed so
much consolidation.”
Pressler’s unease was shared in part by President
Clinton, who after leaving office discussed the
law at the 2001 Radio & Records Convention in Los
Angeles. “There’s no question that when it comes
to radio stations it’s facilitated consolidation,” he
acknowledged during a Q&A with then-Publisher/
CEO Erica Farber. “And we had a big argument
about it. Vice President Gore and I tried to argue
for a more pro-competition provision in the act
and we lost. I did the best I could. I got a lot of
changes in the act. But it passed over whelmingly
and I felt it would do more good than harm, so
I signed it. But I have not been surprised by the increased consolidation. And I have mixed feelings
about it.”
Cost Cutting: Consolidation gave radio an
economic shot in the arm, but the growing pains
were substantial. As individual stations converged
into clusters, jobs disappeared. “If you own seven
stations, you may not need seven different production directors,” Chambers explains. “There were
definitely changes to the human element after
the law.”
He witnessed some of them himself. Returning
home to Lubbock after college in 1999, a friend invited him to the local radio station where they had once
worked. “He’s now the market manager for a cluster
in Dallas, but at the time he was still here doing mornings,” Chambers recalls. “He said, ‘Todd, come down
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to the station, I want to show you your replacement.’
And I’ll never forget it. I went in and there was no one
in the studio; just a computer.”
Martin points to three stations in a nearby small
market operated today by
one of the country’s biggest
broadcasters. “They have three
announcers running those three
radio stations,” he says. “And I
guarantee you revenue is down
on every one of them. That
can’t happen and there still be
success.”
Pressler believes he can hear a
Jim Martin
difference in his native South Dakota. “We have lost our local news
and weather reporting in a lot of smaller communities,
but not so much in the urban areas,” he contends.
“Outside of Sioux Falls or Rapid City, for example, we
have almost no local news people anymore.”

“

few types of formats,” he says. “But the economics tell
us that a monopolist isn’t interested in just going after
70% of the market; they want to try to attract 100%
of the market. So things haven’t gotten as bad from a
diversity perspective as was once feared.”
A 2011 study authored by Chambers and published
by the Broadcast Education Association supports that
claim at the local level. The research examined station ownership and programming characteristics for
2000, 2004, 2007 and 2010 across 32 randomly chosen
markets and the results indeed showed stability in the
number of differing formats. There was significant
growth in News/Talk from 2000 to 2004, however, and
growth in all four years for Sports formats.
Pressler hears plenty of diversity in America’s larger
markets. “We have all kinds of choices in Washington
D.C., Northern Virginia and Southern Maryland,” he
argues. “You can listen to classical music on public radio and get news and weather all day on local stations.
And there are minority stations; every language group
seems to want its own radio station. So we’ve made
some gains and some losses in radio.”

There was an initial euphoria that said ‘My God, if we own all
these stations we can get rid of a lot of people,’ And we could;
your backroom stuff like traffic could be consolidated
down to a much more workable situation.
But the widespread voice-tracking? That’s not good radio.
–Alpha’s Larry Wilson

Wilson concedes some of the cost cutting after
Telecom was problematic. “There was an initial euphoria that said ‘My God, if we own all these stations
we can get rid of a lot of people,’” he remembers.
“And we could; your backroom stuff like traffic could
be consolidated down to a much more workable
situation. But the widespread voice-tracking? That’s
not good radio.” Wilson’s Alpha uses voice-tracking,
but in weaker dayparts like overnights. “You’ve got to
interface and mingle with the people and have great
live and local personalities on the air,” he continues.
“If there’s one place where all of the cost-cutting
backfired on us, that’s it.”
Programming Diversity: Fewer programming
choices was another concern with the passage of
Telecom, though Chambers says it never materialized.
“My big fear initially was we were just going to have a

Year
1994

View From
The Top
Excerpts from President
Clinton’s statement after
signing the new law:
“The Telecommunications Act of 1996 will
strengthen our economy,
our society, our families
and our democracy. It
promotes competition
as the key to opening
new markets and new
opportunities. It will help
connect every classroom
in America to the information superhighway by the
end of the decade. It will
protect consumers by
regulating the remaining
monopolies for a time and
by providing a roadmap for
deregulation in the future. I
am pleased to have signed
this historic legislation...
“This law also recognizes that with freedom
comes responsibility. Any
truly competitive market
requires rules. This bill protects consumers against
monopolies. It guarantees
the diversity of voices our
democracy depends upon.
Perhaps most of all it enhances the common good.”
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Good Deal: Pronouncements of doom and gloom
have been easy with Telecom, but there have been
positives. The rise of station clusters have allowed
radio to serve the community in ways that were once
impossible. “When the terrible flooding hit Columbia,
SC last fall, our EVP/Eastern Region Bill McElveen
jumped on it right away,” Wilson says. “We combined
with local TV stations and raised something like
$750,000 in three days for that community. In the old
days we would never have been able to do that with
two radio stations.”
President Clinton took note of radio’s sustained
commitment to community during his 2001 R&R
keynote when discussing Telecom. “If you put a
dollar value on all the radio and television airtime
given free of charge and add the money raised by
stations for charity, needy individuals through disaster relief, it is greater than the combined charitable

Larry
Pressler

A Rhodes Scholar and attorney from
Humboldt, SD whose public service
career includes two terms in the U.S.
House of Representatives (1975-79)
and three in the U.S. Senate (197997). He is the first Vietnam veteran
to become a U.S. Senator and the
only known member of Congress to
decline a bribe from undercover FBI
agents during the Abscam investigations dramatized in the 2013 film
American Hustle. Pressler lost his
re-election in 1996 to a Democrat
whose campaign focused in part on
Pressler’s support for Telecom.
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contributions of the top 100 American corporations,” he asserted.
And Telecom made radio more attractive to advertisers. “It’s been a real plus in that they don’t have
to deal with 10 different companies to get a good
cross-section of the demos they want,” Wilson says.
“They get better results and they make more money.
Deregulation fueled that.”
Fans of high-speed Internet, cable and wireless
phone service and streaming services might also thank
Telecom. “Allowing various communications industries to compete in each others’ spaces spurred technological innovation,” Chambers says. Scholars seem
to agree that by removing various regulatory hurdles,
the law encouraged an astounding level of investment
in communications infrastructure. Broadband investment since 1996 tops $1.4 trillion, according to the
U.S. Telecom Association.
Pressler believes the positive aspects of Telecom
far outweigh the negatives. “I’m pretty satisfied,” he
contends. “I did the best I could and I think it’s a great
piece of legislation. It divided up the pie in ways it hadn’t
been before and let more people get more pieces of it.”
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Pressler is not bothered by criticism that the law gave too
many breaks to big companies. “It takes a big company
to put up a satellite or lay fiber optic cable to India,” he
explains, both of which have been aided by the relaxed
regulations in the law. “We tried to create a whole host of
opportunities for other businesses.”

“

If you put a dollar value on all
the radio and television airtime
given free of charge and add the
money raised by stations for charity,
needy individuals through disaster
relief, it is greater than the combined charitable contributions of
the top 100 American corporations.
–President Bill Clinton in 2001

”

Looking Ahead: Chambers helped relaunch
Texas Tech’s storied 35kW Class C2 radio station a
few years ago and admits spending more time these
days counseling students who are worried about job
prospects. “The challenge from the academic side is

in trying to explain that the skills they’re learning at
the college radio station do have value in the modern
media marketplace,” he says. “That may be a radio station, but it could also be a TV station or lots of other
things. Do they want to be a deejay? I can’t promise
them that. But the broader skills they are learning are
still very valuable.”
Wilson remains an optimist on radio, big and
small. “If you’re a good operator, you can still be
very successful,” he argues, using longtime AC
WBEB/Philadelphia owner and Broadcasting and
Cable Hall of Famer Jerry Lee as an example. The
single station Lee owns is consistently ranked No. 1.
“The guy gets it,” Wilson continues. He knows radio
as good or better than anybody I know and has
survived very well.”
If revenues are any indication, radio as a whole
is sur viving well. The industry has held steady in
recent years to the tune of $14.9 billion, according to BIA/Kelsey. The company forecasts modest
growth with revenues reaching $16.2 billion in
2019. “We’ve seen some change, but not like what
some of the doomsayers predicted in ‘96,” Chambers says. “They were saying radio would be dead.
Radio is not dead.”
CAC

