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Thanks for the graclous home town Introduction. I'm
dellghted to revisit my home-club people after a 10-year absence
« « o« and I'm Just brimming with stories about controverslal
regulatory Issues that | want to share with you. They should
demonstrate why FCC could well stand for "From Crislis to
Crisis.”

Looking back over the past two years, | recall monthly
crises which kept the staff and commissioners In heated
controversy and also kept the meters running In the
communlcations law firms. Some uncharltable souls even profess
that law flrms have Incentlves to encourage crises, but surely
such base motlvatlon Is far beneath such an august professlion
... the world's oldest or one of the oldest I'm told.

In fact, the pervaslive FCC crilsls recelved recognitlion from
an emcee who Introduced me last year stating, "the constant
crisls sltuation at the FCC has caused our speaker many a
sleepless afternoon.™ (The emcee was not from a regulated
Industry). Another toastmaster introduced me at my "Inslde View
of Regulatory Washington™ speech with "and now here's the dope
from Washington, Jim Quello."™ They say happenings come In
threes so | wasn't too surprised some time ago when a letter
addressed only to "That Idlot at the FCC" found Its way to my
In-box. | quletly dispatched It to another offlce.

You do find that a tolerant, all-encompassing sense of humor
Is a plus at the FCC. In fact, a lald-back positive outlook
with a sense of self-unimportance Is particularly helpful In
your dlalogues wlith Congress at oversight hearings. At
overslight one side or the other criltiques our traditlional dismal
performance, punctures our vanlity and remlinds us, "Remember, you
are an arm of Congress. You are an Independent government
agency, Independent of the executive branch not Congress."

| mentioned before that It wouldn't surprise me [f someday ;
one of the Inqulsitional questlons from Congress might be "Is r ™
there anything known only to you and not to this committee that '376‘
could posslibly be used to discredlt, embarrass or Impeach you? /
Remember, you are under oath!" Nevertheless, let the record
show that | find thelr criticlsm jJustlifled and thelr sardonlc
wit stimulating.
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However, we don't always feel |lke Rodney Dangerfleld.
There are occaslonal moments that demonstrate the Importance of
having a Commssion vote. (Clte experlience In Italy during war
and l|ater In TAT-7 dellberations.)

Anyway, so much has happrred since | spoke to you ten years
ago. There have been two nat.--2! electlions, a mind-boggling
telecommunications exploslon ar. two reappointments for me to
the FCC with my current term expiring July 1, 1991. When
Chalrman Barry Goldwater asked me If | were wllling to serve my
full term, | sald, "Yes sir, If God Is willing, I'm willling."”

In a |1ttle dlifferent vein, |I'm glad to report to the Better
Business Bureau, a foremost proponent of self-regulation (and
co-sponsor of this lunch) that the current Commisslion has
accomplished more to get government off Industry's back than any
FCC In history.

During the past flve years, we have been Involved In a
veritable explosion In technologlcal developments, deregulatlion
and unregulatlion which provides new challenges and
responsiblilitles for Industry and the FCC. There have been
signlificant changes and far-reaching, oftentimes controversial,
developments In practically all flelds of communicatlions -- from
FCC radlo deregulation (which, signlificantly, was upheld by the
federal appeallate court) and TV deregulatlion to Implementing
Computer ||l and enacting revised regulations for the newly
structured telephone Industry.

During the past four years many outmoded or unduly Intrusive
regulations and unnecessary paperwork requlirements were
elIminated, partlicularly In the broadcast area. The FCC also
simpllfled Ilcense renewal procedures and technical
requlirements. In general, communications reguiations were, and
are, belng replaced by marketplace competltion. Meanwhile, the
FCC has Introduced many additional communications facllltlies to
the marketplace, thus providing expanded service to the publlic.
The Commisslon promulgated new or expanded service In: LPTV
(low power televislion), DBS (dlirect broadcast satelllte), MDS
(multlpolnt distributlion service), cellular radio, teletext, AM
and TY stereo, cable, SMATY, STY and contlinued expansion In the
number of FM, AM and UHF stations. The current FCC also
authorlized subscarrlier service for radlo and TV. I[In a very
timely and significant actlon, the FCC also expanded the ways
publlc broadcasters could ralse additional funds, thus enhancing
self-suffliclency.

With a few exceptions, | strongly supported the deregulatory
thrust. My vote on key pollicy Issues Is a matter of publlic
record. In the more signiflicant pollcy cases, my positlion has
been emphaslzed by supporting, concurring or dlssenting
statements that have been avallable for publlc scrutiny.




My general approach to communications pollicy Is
pro-competitive. | belleve marketplace solutlons for radlo, TV
and advertising are In most cases better than regulatory ones.
| supported the current efforts to discard excess regulatory
baggage. It iIs frequently too easy for reguiation to acqulire a
Ilfe of Its own and to contlinue when the need has passed.

However, | will questlon any deregulatory action that might
ultimately reduce the quallty of telecommunicatlions servlices
avallable to the publlc. |In particular, our agency must guard

against elevating adminlistrative convenience to a point that
Jeopardlzes our ablllty to ensure proper technical standards and
operations. Also, | bellieve that with deregulation comes added
responsibility to strongly monlitor the telecommunications
environment to ensure quality of service In the public Interest.

| do belleve government regulation Is best conducted In a
splrit of mutual cooperatlon with reguliated Industries. |
belleve progress can best be achleved with a constructive
government attitude that provides incentlives for Innovatlon,
growth and Improvement In service and products for the public.
We should reserve adversary proceedings for major unresolved
dlsagreements or egreglous violations. In return, we should
expect that telecommunications companles, because of thelr great
Impact on the American way of |ife, malntaln a strong sense of
soclal consclousness.

Broadcast llcensees, and for that matter, all businesses and
coprorations, have Inherent responsibilitlies as public trustees.
In Amerlica, all corporations exlst by the will of the people.

It behooves all corporations, acting In thelr own
self-Interests, to conduct themselves wlth a keen sense of
soclal purpose, not only economlic purpose. | belleve the free
enterprise or corporate system works In Amerlica, but someone
once told me and | keep reminding myself that It was not
ordalined by God . . . In a democracy, any economic or soclal
system can be legally altered by the people at the polls. So,
the people have a rlight to expect reasonable beneflts, falr
treatment and equitable distribution of wealth for the public
good. The great majorlty of Amerlican telecommunicatlons and
broadcastling corporatlons have reasonably fulfllled most
expectations by providing the American people with the best
communicatlions services In the world and iIts employees with a
high standard of living. One of our highest government
priorities must be to preserve America's markets and our
preeminent positlion In world communications to assure healthy,
progressive Industrles with galinfully employed Amerlcans.

Overall, It's a challenging, fasclinating time to be at the
Federal Communications Commission. Congress, the FCC, the
publlc, broadcasting and advertising must all work together to
malintaln and Increase our communlcatlons l|eadership so that
Americans remaln the best Informed and best served people In the
world.




ADDENDUM TO SPEECH (Optional)

The formal part of my address, above, Is the offlclal speech
of record. It dellneates FCC accomplIishments and my regulatory
phllosophy.

In this addendum, l'il IlIlst the foremost current crisls
Issues and give a bottom Iine opinlon or a status update
depending on the legal senslitivity of the Issues. [|'ll also

answer any questlions regarding the subjects lIisted below that
your time permits.

The most contentlous recent I|ssues are: +the media manla;
mergers and hostlle takeovers; repeal of the falrness doctrine
and Section 315; the problems of the adversarial press; public
broadcasting V for U swaps; advertlising authorlization for public
broadcastling; beer-wlne counter commercials; multiple ownership
rules; financlal Interest and syndicatlon; telephone rates and
restructuring; cable must-carry and copyright requirements;
spectrum allocation and sharing; INTELSAT competitlion; the
Westmoreland and CIA falrness doctrine complaints.

Each of the above subjects could merit a full speech In
Itself.

1] antlcipate a question on the subject that affects many
people In the advertising-medla business. . . takeovers and
mergers that have dominated recent headllnes.

The question could well be: why the exploslive surge In the
urge to merge In broadcast stocks? What part does the FCC play
In takeovers?

It seems that today "Let's Make a Deal™ Is more than a
popular TV game show. |t has become the maxim of the TV
Industry.

Look at a few recent headllines and you can see that as the
song goes, the JoInt Is Jumping, It Is really Jumping with a
flurry of medla takeovers and merger proposals.

"No Money Down =-- Will Ted Turner Buy CBS on the Cuff®

"Terrlble Ted Turner®s Bid for CBS Yiewed as Outlandish®

"Ted Turner Is Crazy Llke a Fox"™

"ABC-Cap Clitles Merge, Little David Takes Over 6ollath”

"Storer 6irds for a Fight, Unusual FCC Ruling Opens Door to
Hostlle Break-Up BId"

"Knight-Rldder Group Makes Bld for Storer®™

"4th Network: Murdock TY 2 Bllllon Dollar Deal Faces FCC
Hurdles®
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"Metromedla Agrees to Sell Seven Statlons"®
"*Multimedia ReJects Jack Kent Cooke Offer®
"Gannett Co. Reaffirms Antl-takeover Plans®
"Take-Over Tremors Top Network Agendas®™
"Taft Acqulres Gulf Statlions®

There has never been a successful hostile takeover of a
broadcast company. And until recently, few were attempted.
Suddenly, there Is a realization that It Is posslible and that
most broadcast-cable propertlies are undervalued and are
attractive cash flow vehlicles.

My general attlitude on takeovers by professlonal ralders was
expressed In my article In the Los Angeles Times on March 22,
1985, The key excerpt Is:

The flnanclal communlty should reallize that broadcast
propertlies should not be conslidered Just another takeover
game. Potentlal buyers have to meet the requirements of not
only the Securlties and Exchange Commisslon and the Justlice
Department but also the FCC, which Is required to make a
publlic-interest finding before a transfer of control or
ownership. The requlrement for FCC approval Is somethling
that potentlal ralders shouid keep In mind.

Our broadcasting system requlires a degree of stablility that
Is not enhanced by excesslve financlal manlpulatlion and
speculation.

1"l dlscuss takeover Items chronologlically. The first
rumor and actlion was Ted Turner's famous paper chase of CBS.
Bottom line: |f he meets all FCC requirements, as he seems to
be dolng, Turner will be entitled to full FCC conslderatlon;
this does not Imply a vote for or against at this time. It also
depends on whether he can acqulre sufflclent stock Interest.

ABC/Caplital Cities: This Is a frlendly merger between two
reputable broadcasters. There should be no major problems.
However, |lke all other takeovers requiring a long form, there
wlill be 30 days for comment, 15 days for reply comments and 5
days for rebuttal comments. FCC must analyze comments and vote
approval before transfer of control.

The Storer possible takeover by dissldent stockholders:
This posed problems for me and | belleve the FCC actlon and
attlitude In the Storer case added further stimulus to the
current takeover manlia. | dlssented to the FCC decislon that
found that attempts to place 8 new members on the Storer Board
to cash In all assets dId not constitute a substantlal change of
control. The key word was "substantlal®™ -- a substantial
finding would have requlred flling a long form subject to 30
days comment and 20 days reply comment. My dlissenting public
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statement made during the FCC meeting was wlidely quoted In the
trade press. Following Is an excerpt of my publlic statement

from Broadcasting Magazipne (April 15, 1985):

Some on the Commlssion were blasting the majority's
decislon. 'With thils actlon, I'm afraid the FCC Is
promoting bust-up liquldations promoted by professlional
ralders and causing potential anarchy throughout the
communications Industry,' salid Commissioner James Quello.
'Companles carefully developed over years by current
management are now sentenced to publlicly announced, summary
dismemberment for a qulck, short-range profit'. . .

Commisslioners Quello and Henry Rivera agreed with the
decislon to launch a notice of Inquliry on the subject. But
both also dissented to the majority's ruling In the Storer
case.

In a statement, Quello charged that the committee's plans

were a '"prime example' of a substantlial transfer of control
requliring the flling of an FCC Form 315 up front. 'The
new proposed board proposes a drastic transformation
from an operational business to a nonbusiness,' Quello
sald. 'lt requlires very substantlal control to effect
this complete reversal of current management dlrectlons
and long-range planning.'

'With a substantial transfer of control, the FCC must make a
public Interest finding before transfer of control and allow
the public a 30~day comment period. The Commisslion has a
broader oblligatlion In transfers than the Securitles and
Exchange Commisslon, which protects shareholders, or
antitrust departments, which preserve competition. The FCC
has the oblligation to protect the publlic Interest -~ to
assure quallty service to broadcast viewers and |Isteners.
Quallty service requlres stablllity of ownership, long~range
planning and development,'

Murdoch purchase of American stations: There should be no
bar to acqulisitlion iIf he solves allen ownership and cross
ownership problems =- also depends on petitions to deny that may
be flled. | asked Mr. Murdoch, "How do you plan to serve the
public Interest In America?"™ He mentloned hls vast
communicatlions experlence Including two television stations In
Australla and sald he could bring $400 to $500 miillon to
American programming and programming development.

Repeal of falrness doctrine and Section 315 Is a
longstanding, highly debated iIssue In Congress and the FCC. In
a recent controverslial speech, | charged that the over-zealous
adversarlal approach of the press was hampering efforts to gain
fuil constltutional freedoms for the electronic press. Bottom
Ilne: despite all our efforts, It Is unlikely Congress will
repeal Sectlon 315 and the falrness doctrine.
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Telephone structure, rates, are now a major FCC common
carrler problem. Remember, the FCC did not break-up AT&T. The
courts and the Justice Department did. The FCC has the
thankless task of reasonable Implementation. | personally get
criticism friendly and unfrlendly. A frlend of mine sald the
new ATAT rules were a great tIme saver -- he now gets three
wrong numbers In the same time It used to take to get one.
Another sald that my quest for free speech certalnly doesn't
apply to hls phone blll. Remember, the FCC has about 2,000
employees all wlith home phones and none are anxlous to pay more
for thelr own phone blll. Also, all of us were consumers before
we became commissioners and we are stlll consumers. Bottom
lfne: you wlll soon be paying a $1.00 subscriber Ilne charge --
for your own long range beneflt. FCC wlil do Its best to
preserve unlversal servlice.

My controverslal "Press Under Fire" Speech: Bottom Ilne:
fortunate timing, well-recelved and will be updated and
revisited this fall.

Beer-wine ad ban and counter-commerclials: Bottom line:
unconstlitutional, discriminatory and and Ineffective. Thls
requires at least a half hour treatlise. Hearings will be
conducted by House Communicatlions Subcommittee starting May 21s+t
on counter-commerclal aspect of this Issue. Remember, It can be
sclentiflcally demonstrated that as I|ittle as 1/4 bottle of
whiskey can cause dangerous, Irratlonal soclal behavlior.
Sclentists pour 1/4 bottle of whiskey In a one pound rat.
Depending on his genetics, the rat elther passes out, runs amok
on his treadmi|| or sexually assaults his own |itter box.

All other crisls-evoking Issues: Answers upon request.

| would be remiss If | didn't leave you a brief message on
advertising. The observation Is not mine but that of Stephen
Leacock, the l|late Canadlan author and humorlist. He sald:
"Advertising may be described as the sclence of arresting the
human Intelllgence long enough to get money from it." | wish
you contlinued success In your pursult of sclence.
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