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ABSTRACT 

The study investigated the effect of the conversion 

from analog to digital transmission at television stations 

across the United States. This effect was studied based on 

Oliver's model of how organizations respond to outside 

pressures or influences. 

Based on the findings, there was a close relationship 

in several areas between the Oliver model and television 

station response. This was most notable for religious and 

low-power stations. Those areas where the model did not 

fit as well were best explained by factors of causation and 

context, along with Greve's theory of mimetic adoption. 
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CHAPTER I 

INTRODUCTION 

Like many in the television broadcasting industry, Nat 

Ostroff of Sinclair Broadcasting faces a time of great 

uncertainty. "There are stations ignoring the entire 

process," he said. "I think there's a general revolt going 

on" (Groticelli and Prikios, 2001, i 23). The process to 

which Ostroff referred was the conversion to digital 

technology, which nearly all U.S. television stations must 

make. But an uncertain national economy and shifting 

broadcast economics have delayed, frustrated and confused 

the process. The majority of U.S. stations are pessimistic 

as to how to pay for digital television or make money from 

it once it is in place. Thus, it remains unknown just 

exactly what television will look like in the coming 

digital age. 

This leads to some important questions: what economic 

effects will conversion to digital technology have on U.S. 

television stations? Will different groups of stations, 

such as commercial, public, religious and low-power, have 

different economic responses as a result of the digital 

conversion? This study sought to investigate these 



research questions and determine what individual stations 

would do in response to an unprecedented and mandated 

technological change. 

Digital technology is the latest in a series of media 

advancements that began in the last few years of the 2 0'̂*' 

century. Developments such as the videocassette recorder 

(VCR), satellite transmission, fiber optics and digital 

technology not only changed personal media habits, but also 

fundamentally changed social and cultural practices. For 

example, the Internet became more than just another new 

method of communication; it created new social paradigms of 

personal interaction, information dissemination and media 

use. According to Groothuis (Kellner, 1997, p. 55): 

Major technological innovations don't just add 
something new to the environment, but change the whole 
environment. The printing press just didn't add more 
books. It transformed how people acquired knowledge, 
how they thought, and so on. 

This is especially true for advances in media technology, 

which can have monumental consequences. Eisenstein (1979) 

wrote that the shift from script to print enabled three 

major movements: the Reformation, the Renaissance and the 

scientific revolution. 

The time may be ripe in the United States for a 

similar cultural transformation regarding digital 



television. Digital television refers to a new method of 

distributing and viewing the television signal, which 

traditionally has been delivered in analog format. Analog 

broadcasting transmits the signal via electromagnetic wave 

propagation, usually through the air, although it can be 

delivered by coaxial cable. By contrast, digital 

transmission compresses the signal into binary computer 

'bits.' The digital signal offers nearly double the line 

resolution and clarity of analog television, and the signal 

can be delivered with fewer transmission anomalies than 

ever before (Wiley, 1997). Unlike most media technologies, 

which develop from market forces and entrepreneurial 

ambition, digital television in the U.S. has the support of 

a government mandate. The Federal Communications 

Commission (FCC) has ordered a general phase-in of digital 

television, whereby almost all stations in the country must 

have a digital signal on the air no later than 2003 

(Thalheimer, 1998) . 

If the FCC sticks to its timetable, digital television 

will enter into a unique period in U.S. history. The 

American media landscape has changed drastically in the 

generation leading up to digital technology. Deregulation 

in the 1980s, which climaxed with the Telecommunications 



Act Of 1996, relaxed rules on media ownership. Where once 

media companies could own only a small number of stations, 

the present limit is any number of stations that does not 

exceed 35% coverage of the entire country. 

The result has been a tremendous increase in media 

mergers and consolidations, as larger companies continue to 

swallow up smaller ones. At the turn of the new century, 

the top 15 television operators accounted for 43% of total 

industry revenue, with that number projected to change to 

10 companies controlling more than half of industry revenue 

within a few years (Mermigas, 1998a). One of those select 

companies is Rupert Murdoch's News Corp., which in August 

of 2001 acquired Chris-Craft Industries and its 10 large-

market stations for $5.35 billion. The deal pushed News 

Corp. station reach to 38% of the entire country, forcing 

Murdoch to sell off other broadcasting outlets to comply 

with FCC regulations (Grover, 2001). 

One reason for the consolidation wave is an attempt to 

capture a fragmenting audience. New communication 

technologies have drastically increased individual 

consumption opportunities. In the 1970s, for example, 

consumers did not have many options for accessing national 

news and were generally limited to television, newspapers 



and radio. As a result, the major media companies 

developed captive 'mass' audiences for their product. 

Today, the same consumer can access news almost any time of 

day or night through cable television, the Internet or 

other emerging technologies. The explosion in program 

offerings and alternative channels has resulted in audience 

fragmentation and the development of smaller 'niche' 

audiences. A 1998 survey by Statistical Research 

Incorporated showed that the percentage of homes with more 

than 80 channels had doubled in just one year, while the 

number of homes with Internet access had doubled since 1996 

(Lafayette, 1998a). 

Such audience fragmentation has serious consequences 

for long accepted methods of media economics. 

Traditionally, most broadcast media have relied on 

advertising revenues for financial support. Bogart went so 

far as to say, "The life and death of individual media 

vehicles hangs on the balance of these [advertiser 

spending] decisions" (1995, p. 115). 

But while broadcast advertising revenue remains 

healthy, fragmentation means that individual outlets get a 

smaller piece of the pie. Not only that, but new 

technology threatens the entire economic model. For 



example, while hundreds of broadcast stations have 

developed news web sites to better serve their audiences, 

those same web sites threaten to siphon away advertising 

dollars and reduce broadcast audience totals. In a 2000 

survey conducted by the Radio and Television News Directors 

Association (RTNDA) and Ball State University, 91% of the 

local television news operations that responded also run a 

news web site. But of that total, only 7% said the site 

made money, while 32% reported a financial loss ("Making 

the web," 2001). 

Consumers also have the technology to surf, skip and 

'zap' past commercials without ever seeing them. According 

to Lefton (2001): 

Technology is making traditional commercials obsolete. 
With hundreds of cable and satellite channels, viewers 
have more reason than ever to surf during commercial 
breaks. And before long viewers will be able to order 
programs on demand ... probably the deathblow to 
traditional commercial breaks. 

The changing nature of broadcast advertising has cast 

a shadow of doubt across the entire system of media 

economics. Industry leaders have begun to question the 

standard advertising revenue model and whether it can 

support the broadcast media in this new age. A study from 

PricewatershouseCoopers revealed that digital television 



will require new business models, new programming models 

and more efficient systems (Mermigas, 1998b). 

But specifically, station owners wonder what economic 

models will eventually support the untested technology. 

Said former FCC chairman William Kennard, "Nobody-nobody-

can predict, with any degree of certainty how it's all 

going to work out. It's not the sort of transition that 

lends itself to central industrial planning" (West, 1998, 

p. S7). According to Nat Ostroff of Sinclair Broadcasting, 

"Digital television is like an oceanfront lot. You know 

you're going to build something very valuable on it, even 

if you don't have the design ready" (Lafayette, 1998b, p. 

3) . 

Another concern for industry executives is the 

tremendous cost of developing that oceanfront property. 

Depending on who crunches the numbers, digital conversion 

can cost between one and eight million dollars per station. 

According to a Forrester Research study, 24% of all 

stations will spend more than $6 million apiece on digital 

upgrades (Tedesco, 1997). The National Association of 

Broadcasters (NAB) says that by the end of the digital 

transition, the industry will have invested approximately 



$16 billion in equipment, design and manpower (Kapler, 

1998) . 

There are several other concerns in addition to cost. 

Arguments still rage over industry-wide technical 

standards. With digital television receivers priced in the 

thousands of dollars, consumer acceptance has also been 

slow. Jay Padgett of Atlanta, Georgia went shopping for a 

digital television receiver, but eventually remarked, "It 

looks nice, but not $5,000 nice" ("Quote of," 1998, p. 81). 

Slow receiver sales and tepid consumer response helped 

depress industry development and may have also slowed down 

digital implementation. Former FCC commissioner Susan Ness 

(1997) called it a 'chicken-and-egg' problem, in which 

broadcasters are not eager to invest significant sums to 

broadcast a signal no one can receive. In turn, 

manufacturers and consumers are reluctant to invest in 

receivers for which there is no programiming. 

All of these factors have combined to create an 

uncertain environment for digital television and a very 

uncertain future for television broadcasters. A few years 

ago, FCC chairman Michael Powell called the situation "a 

potential train wreck. The government-mandated schedule 

will force broadcasters to spend billions before they have 



any inkling of what consumers prefer" (McConnell, 1998, 

p. 14) . 

This study attempted to address this 'potential train 

wreck' and what broadcast executives are doing to avoid a 

derailment. Specifically, it focused on the economic 

future of four categories of U.S. television stations: 

public, religious, low-power, and commercial. How will 

each of these groups react to the digital conversion? 

The study attempted to answer this question through 

the application of various theoretical models. Most 

prominent among them is work done by Oliver (1991), who 

theorized how different organizations would react 

differently to outside pressures. According to this model, 

a variety of factors influence organizational response, 

including the context of the environment, the constituency 

of the organizations and the level of outside coercion 

involved. 

Theoretical work done by Rogers (1983) and Greve 

(1998) was also important to this study, particularly in 

the area of mimetic response and adoption of new 

technology. Both studies focused on how new technology 

becomes diffused in a media environment and how individual 

media react to that change. 



Given these theoretical bases, one would expect 

different courses of action for different groups of 

stations. For example, Gannett Broadcasting owns and 

operates 22 television stations and had an operating 

revenue of $6.2 billion in 2000 ("Company profile," 2001). 

One would expect decision-making executives at Gannett to 

have different strategic operating plans for digital 

television compared to Robert Smith, who owns one low-power 

station (KSSB) in Santa Barbara, California. 

Station owners like Smith must overcome digital 

barriers and obstacles with limited financial strength, 

which could have serious consequences. Such consequences 

could include selling out or even going off the air 

entirely. Many such stations will become ripe targets for 

networks and large media companies, which seek to combat 

declining audiences by increasing distribution outlets. 

According to McClellan and Schlosser (2001, 1 4): 

These companies are all trying to figure out how to 
wring every last penny of potential profit from their 
program expenditures. The best way to do that ... is to 
air those shows as many times and on as many TV and 
cable outlets as possible. 

Accordingly, big, vertically integrated media 

companies are now rushing to buy complimentary cable and 

broadcast distribution outlets and stations. The result 

10 



will likely be even more consolidation, especially for 

cable. This is particularly true given the uncertainty 

over digital 'must-carry.' The FCC has ruled that while 

local cable outlets must carry the signals of those 

stations that broadcast only in digital or analog, it does 

not have to carry both ("Cable carriage," 2 001). 

Those stations that can resist consolidation will 

likely have to take a new look at traditional economic 

models and perhaps develop new industry practices. Media 

professor Jack Keeler (1998) said flatly, "It's a new age 

of individual empowerment and audience control, which 

requires new creative thinking. We may have to discard old 

knowledge." Perhaps the best assessment of the new digital 

television environment comes from Nicholas Negroponte, a 

professor at the Massachusetts Institute of Technology. 

"The key to the future of television," he said, "is to stop 

thinking about television as television" (Wiley, 1997, p. 

1) . 
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CHAPTER II 

LITERATURE REVIEW 

Digital Technology 

Like many new technologies, digital television began 

as a race between competing development interests. Work on 

the technology actually began in Japan in the early 1970s. 

Afraid that the head start would give the Japanese a 

commanding foothold in the emerging industry, American 

business and government leaders began their own efforts. 

Congress played a lead role, passing the National 

Cooperation Research Act of 1984, which cleared the way for 

several consortia to pool their talents. In the late 

1980s, seven of the nation's top electronics and 

broadcasting firms had come together as a 'Grand Alliance' 

to work on American digital television (Wiley, 1997) . The 

endeavor had the blessing of Congress, where many shared 

the attitude of U.S. Representative Don Ritter, who said, 

"To miss out on high definition television is to miss out 

on the 21̂ '' century" (Beltz, 1991, p. x) . 

By this time, digital television had several 

incarnations, including HDTV (high definition television) 

and SDTV (standard definition television). HDTV was one of 

12 



the main selling points of the new technology. Digital 

broadcasting compresses the television signal into computer 

binary code, which takes up only a quarter of the bandwidth 

of traditional analog broadcasting. Thus, each broadcast 

station will have four times its current programming 

capacity. The extra space could be used to broadcast a 

single picture in ultra-high clarity, which is HDTV. This 

is an especially attractive option for programming like 

sporting events. "All you have to do is watch one football 

game on HDTV," said Michael Rosenberg, president and 

general manager of KITV in Honolulu, Hawaii, "then you 

understand why people would pay extra to see it" (Pasta, 

2001, SI 1) . 

Instead of one high-definition picture, stations could 

also opt to break down the digital signal into four 

different 'standard' channels, all airing simultaneously. 

While these standard definition signals do not have the 

quality and resolution of high definition, they do give the 

station or signal provider the option of quadrupling 

program capacity. In effect, stations could choose to 

become like small cable providers, broadcasting four 

different programs at the same time. Dividing the signal 

this way has been termed 'multicasting.' But whether the 

13 



signal is HDTV or SDTV, it is still designed to transport 

high quality video, audio and ancillary data over a 

standard 6 MHz (megahertz) television channel (Ducey, 

1996) . 

The other great promise of digital television is 

interactivity, or two-way communication between the 

broadcaster and the audience. Traditional analog 

transmission is strictly a one-way relationship: the 

station sends out the signal and the audience passively 

receives it. But digital broadcasting allows for audience 

feedback and participation in the process, whether it is by 

home computer, the Internet or some other method. Many 

stations have already experimented with this, mainly 

combining television programming with Internet feedback. 

ESPN vividly demonstrated this in the winter of 2000 

with its 'NHL Rules!' concept. It combined ESPN, ESPN2 and 

ESPN.com to get National Hockey League fans more interested 

in the game. While analysts and commentators explained the 

action on the two networks, net users asked online 

questions and got real-time answers during the game. Net 

users also voted on players that they wanted to see 

interviewed online between periods. According to former 

FCC chairman William Kennard, such opportunities will 
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multiply as television goes fully digital. "What digital 

TV can do is bring all this into one space and onto one 

screen. When we marry the technological potential of 

digital to the ubiquity of television, the impact ... will be 

immeasurable" (1999, f 21) 

As work on digital television continued. Congress, and 

specifically the FCC, began plans on how to develop and 

regulate the new technology. In February 1987, a group of 

58 broadcast organizations petitioned the FCC to 

investigate digital television. In 1993, the Commission 

reported that digital television was ultimately achievable, 

but more development was still required (Ducey, 1996) . 

When the FCC was convinced that digital television 

would eventually become a reality, it got down to the 

serious decisions regarding the allocation of spectrum 

space, clarification of technical issues and the timetable 

for implementing the technology. In its Fifth Report and 

Order (MM 87-268) of April 3, 1997, the FCC ordered the 

first digital signals on the air by 1999, and wanted all 

U.S. television stations converted to digital by 2002 (see 

Table 2.1). During the transition period, stations would 

keep their analog spectrum space, but eventually have to 

return it to the FCC by 2006 ("Commission adopts rules," 
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1997). Former commissioner Susan Ness (1997, f 2) hailed 

it as a "momentous result of extraordinary industry-

government partnership. [The] landscape of television will 

be forever changed." 

Things have changed, but slowly and with great 

difficulty. As of June 2002, 422 stations in 128 markets 

were broadcasting a digital signal, which represented 68.6% 

of all U.S. television households ("DTV stations," 2001). 

This total may look impressive, but not when compared to 

those stations and communities still without digital 

service. The 422 stations account for only 10.4% of the 

4,074 commercial, low-power and educational stations in the 

country- Of those stations broadcasting in digital, 364 

are in the top 100 television markets, with 82 in the top 

10 markets ("Broadcast station totals," 2001). While one 

certainly cannot ignore the implementation timetable 

established by the FCC, it would appear that digital 

broadcasting has thus far only been achieved by the 

largest, richest and most powerful stations in the country. 

Stations in smaller markets and in weaker financial 

positions have had several years to make the digital 

transition, but have not done so. Faced with a looming 

deadline to finally get on board, smaller stations (with 

16 



:ers, 
the backing of the National Association of Broadcast, 

considered asking the FCC for an extension of their digital 

deadline. The FCC and its Mass Media Bureau chief Roy 

Stewart quashed any such ideas in the summer of 2001. "I 

don't think any firm decisions have been made at the FCC to 

move those dates back," he said. "You might lose your 

ability to get the industry to sit down and work out 

issues" (Albiniak, 2001a, 1 2). 

Undoubtedly, one of the major factors slowing the 

implementation of digital television is cost. Television 

has seen its share of technological innovations, which 

usually come at a high price. The advent of videotape, 

satellite transmission and computerization all stretched 

the budgets of individual television stations. But while 

stations had to dig a little deeper into their pockets, 

their basic equipment infrastructure remained the same. 

The digital transfer, however, necessitates a complete 

overhaul of the analog transmission system. All analog 

cameras, transmission towers, antennas, switchers and the 

like have to be replaced with new digital equipment. And 

as previously noted, this conversion could cost each 

station tens of millions of dollars (see Table 2.2). 
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This cost is especially burdensome to smaller stations 

and those stations not owned by a media group or 

conglomerate. While such stations have the same financial 

obligations in regards to digital television, they do not 

have the same financial capability. Particularly 

vulnerable are stations in smaller markets, which do not 

have the resources or the profit margins needed for digital 

conversion (Albiniak, 2001b). Contrast that with the 

attitude of executives at larger stations and companies, 

like James Goodmon, President of Capitol Broadcasting, 

which owns five television stations. "Most stations 

replace equipment every seven to nine years," he said. "I 

don't think it's a financial obstacle we can't overcome" 

("Interview with," 1997, p. 38). 

While broadcasters struggle to pay the technology 

transfer bills, the public also faces a large case of 

digital sticker shock. Digital television will also 

require special hardware for the consumer, either in the 

form of special set-top converters or digital receivers, 

and this new hardware will not come cheap. Customers used 

to paying between $100 and $300 for a new analog set now 

face prices of thousands of dollars for similar digital 

models. In 1998, HDTV set prices ranged from $2,799 to 



$69,005, while set-top converters cost between $700-$3,000 

("All sets," 1998, 1 7). Even though the cost of digital 

receivers has dropped 25% since 1998, the National Cable 

and Telecommunications Association reported in January 

2002, "Consumers have been unwilling ... to pay for costly 

digital televisions" ("The transition to," 2002). As a 

consequence, by 2003 only about one million households will 

own HDTV sets, about 10% of projections. "When you look 

deeper, nobody really wants HDTV," says Forrester's Josh 

Bernoff (Hall, 1998, p. 4). 

So far, Bernoff's predictions have come true, as 

consumers have reacted with indifference toward digital 

television. Even with the government mandate to switch to 

digital television, few people knew about the technology 

and even fewer seemed willing to pay for it. A study in 

1999 revealed that less than a third (32.1%) of the public 

had an awareness of HDTV and only 15.5% were willing to buy 

a digital receiver priced at $3,000 (Dupagne, 1999). 

As a result, consumers simply have not bought that 

many digital sets or converters. The Consumer Electronics 

Association reported that in May 2001, factory-to-dealer 

sales of DTV products barely reached the 84,000 mark, and 

even that figure represented a 193% increase from the 
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previous May ("May DTV sales," 2001). A typical situation 

involves KITV in Honolulu, Hawaii, which became the 

nation's first all-digital television station in 1998. Of 

the 385,000 viewing households in the Honolulu market, only 

5,000 had digital receivers in June 2001 (Pasta, 2001). 

Consumer indifference combined with broadcasters' 

uncertainty has created a vicious, unproductive cycle. 

Electronic Media ("Viewpoint," 1998, p. 14) editorialized: 

Broadcasters will be in no hurry to invest in anything 
more than the basics of digital until consumers invest 
in new television receivers. [And] that's something 
they don't appear willing to do. For now, the 
prospects of HDTV, and even for an array of 
multicasting alternatives, seem much less exciting 
than they did just a few years ago. 

Mike McCarthy, vice president of television group owner 

A.H. Belo, says plainly, "We want to use our digital 

channels as a means to bring viewers into the HDTV world. 

But for the moment, there's a real dearth of HDTV 

programming to run" (Kerschbaumer, 1998, p. 9). 

In terms of penetration, that means a difficult road. 

The Telecommunications Act of 1996 says that when digital 

television reaches penetration of 85% of American 

households, stations will then give back their analog 

signals to the FCC. The FCC has set this give-back date 

for 2006, but given the historical penetration rates of new 
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.or 
media technologies, that may be wildly optimistic. Cole 

television did not reach 85% penetration until 22 years 

after its introduction, while it took the VCR 16 years 

(West, 1998) . 

One thing slowing penetration has been a lack of 

industry-wide technical standards, a situation reminiscent 

of television's early days. Just as differences over 

technical systems threatened to derail the implementation 

of television in the 1940s, a similar scenario has played 

out with digital technology. As recently as 1998, there 

were 18 different technical formats still under 

consideration, including six for HDTV and 12 for SDTV. 

Each one varied according to lines of resolution, pixels, 

aspect ratio and scanning format (West, 1998). 

The prevailing opinion among industry and government 

leaders was that the marketplace would eventually resolve 

most of these technical questions, but this process has put 

the FCC in the middle of a nasty battle between interests 

competing to define the emerging technical standards. Even 

when the industry finally settled on the ATSC 8-VSB system, 

there were problems and complaints. Sinclair Broadcasting, 

which owns or operates 62 television stations, blasted FCC 

tests on the system as flawed, and pushed for a switch to 
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COFDM (Coded Orthogonal Frequency Division Multiplex). "If 

you're not going to run honest tests, what's the point?" 

asked Sinclair vice president Mark Hyman (Halonen, 2001, 1 

8) . And according to tests run by NBC, it could be 2005 

before digital systems deliver reception as good as 

consumers get with standard analog broadcasting (Halonen, 

2000). Goldman (1998, p. 1) of Digital Television magazine 

wondered: 

With all these stations on the air you'd reason all 
these open technical issues have been resolved, right? 
Not true, and that's the bad news. There are many 
issues remaining to be resolved before even some of 
the basic elements that are taken for granted in 
today's analog/uncompressed plant can be implemented. 

All of these issues have created a tremendous amount 

of uncertainty among the same broadcasters now expected to 

have a viable digital signal on the air in the very near 

future. While the FCC, Congress and industry leaders 

continue to work toward possible solutions, digital 

implementation continues full speed ahead. "Here's what I 

would say to someone with a digital license," said former 

FCC chairman Reed Hundt. "If you won't build the system, 

sell it to someone who will. Let's get on with it" 

("Nightline," 1997) . 
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Broadcast Economics 

Much like any emerging medium, the earliest days of 

radio were extremely modest. In the period from 1900-1920, 

most of the available programming was educational, 

technical, or used for governmental purposes, such as ship-

to-shore communication. During this era, companies like 

Westinghouse and RCA evolved into industry leaders by 

selling radio receivers, which was the standard way of 

making a profit in the business. 

But as technological improvements made radio easier to 

distribute, more efficient and available to more people, 

the public began to demand more and better programming. 

The success of the first national broadcast of presidential 

election returns, by KDKA in Pittsburgh in 1920, signaled 

the beginning of a new era for radio. Industry leaders, 

once reluctant to put advertising on the air for ethical 

reasons, realized the potential of reaching mass audiences 

with attractive programming. Thus, when WEAF broadcast the 

first radio commercial on August 28, 1922, broadcasting in 

America was changed radically and forever (Bagdikian, 

1997) . 

Industry leaders, retailers and even the government 

soon realized that advertising would become the engine to 
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drive the broadcasting business. When the government 

finally stepped into the industry to solve major regulatory 

issues with the Radio Act of 1927, it did so almost 

exclusively to the benefit of commercial stations. The 

newly created Federal Radio Commission (FRC) changed 

hundreds of frequency assignments, giving coveted spectrum 

space to new commercial stations at the expense of non

commercial operators. As a result, many non-commercial 

stations simply went off the air. Between 1927 and 1933, 

the number of religious radio station licenses dropped from 

63 to 30 (Ward, 1994) . 

Broadcasting leaders saw the handwriting on the wall 

and adopted business models to fit the emerging industry. 

Powerful advertisers help shape the evolution of radio by 

sponsoring programs and even influencing content. Large 

radio networks evolved, primarily as a means of 

transmitting the radio signal over the largest possible 

area. 

But the networks also served to reduce competition, 

severely limiting the revenue available to individual 'mom-

and-pop' station owners trying to make it on their own. 

Accordingly, the radio industry developed into a 

competitive oligopoly, characterized by a few dominant 
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firms engaged in limited cooperation. While such firms 

competed with each other for advertising profits, they 

cooperated on a variety of matters, including setting 

advertising rates. Such tactics not only served to 

concentrate power, but also set up effective barriers 

against new competition in the marketplace. Media scholar 

Sylvia Chan-Olmstead wrote, "As channel distributors 

recognize their interdependence in the group, they adopt a 

cooperative behavior pattern. They may try to jointly 

maximize profit through cooperation" (1997, p. 46). 

When television emerged as a viable industry in the 

late 1940s, it developed along the same lines as radio. 

Television companies made most of their early money from 

selling individual sets, until the technology developed to 

the point that mass audiences could both afford and receive 

the signal. At that point, television advertising took 

off, and within a few short years industry revenues had 

surpassed radio (see Table 2.3). As in radio, powerful 

networks pushed the industry into oligopoly, helping CBS, 

NBC and ABC dominate domestic television for more than 40 

years. With the exception of extremely small royalty 

payments for secondary use of programming, television 

evolved into a commercial activity entirely supported by 
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advertising. it is no wonder that Samuel Thurm, vice 

president of the Association of National Advertisers, asked 

rhetorically, "With no advertising, who would pay for the 

media? The good fairy?" (as cited in Bagdikian, 1997, p. 

134) . 

This is the economic model that has served the U.S. 

television industry almost since its inception. But almost 

a generation ago, media scholar Barry Litman seemed 

prescient when he wrote, "There will be no permanent 

industry change until there is a new entry or a 

technological change drastically alters the underlying 

market structure" (1979a, p. 406). Those new entries and 

technological changes began to appear in the 1970s. Cable 

television became a serious competitor for mass audiences, 

and satellite transmission opened the door to hundreds of 

new programming possibilities. Pay-per-view became an 

attractive alternative for programming that could not find 

an outlet on the established networks. The VCR provided 

even more alternatives for consumers, who became more 

empowered and had more control over their viewing options. 

As programming choices and channels increased, 

networks began to lose their grip on mass audiences, who 

seemingly split in hundreds of different directions. And 
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with them went many of the advertising dollars that formed 

the basis of the networks' power. Owen and Wildman (1992) 

noted that new technology and economic growth combined to 

squeeze the profits of conventional broadcasters. 

According to Bill McGowan of Discovery Communications, 

cable will take $500 million dollars in broadcast ad 

revenues from the four networks (ABC, NBC, CBS and Fox) 

over the next few years. By 2004, basic ad-supported cable 

will pass broadcast in ad revenue for the first time 

(Chunovic, 2 001a). 

The result has called into question the traditional 

broadcast media economic model. With more and more 

channels stretching the advertising dollar to the breaking 

point, modern theorists wonder if advertising can continue 

to completely support the broadcasting industry. According 

to Chan-Olmstead, "As the media industry continues to 

develop with sophisticated technologies ... it renders 

current models of competition in mass media obsolete" 

(1997, pp. 39-40). This is particularly applicable to 

digital television, and its promise of technological 

revolution. "One thing about digital, it destroys a lot of 

businesses," says John Abel, president and CEO of Datacast. 

"We're maybe 40 percent through the revolution and the rest 
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is going to be painful, because it's going to hit the 

business models more than anything else" ("Father of," 

1998, p. 30). 

The standard model of advertising revenue and 

competitive oligopoly now seems unresponsive and perhaps 

even outdated. According to Owen and Wildman (1992), 

television has become more like "the competitive, 

pluralistic magazine industry than the tight-knit oligopoly 

of its own first few decades" (p. 1). 

An advertising revenue model requires more and more ad 

dollars spent to keep up with rising costs of technology, 

programming options and signal delivery. While broadcast 

advertising revenue has continued to increase, it has to be 

split among many more competitors. Just at the precise 

time television needs more advertising revenue, advertisers 

face fragmenting audiences and uncertain returns. As a 

result, according to Mediaweek magazine, "Advertisers will 

not be asked to foot the bill [for digital television]. To 

the advertiser it's all about delivery, frequency and the 

number of eyeballs getting the message" (Brodesser, Freeman 

& Katz, 1997, p. 13). Media critic Joel Brinkley of the 

New York Times is even more direct: "Advertisers aren't 
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going to pay more because the box of Tide shows up clearer" 

("Nightline," 1997). 

One corranon assumption is that the financial promise of 

multicasting will offset the tremendous cost of the digital 

transfer. Because digital television relies on a 

compressed signal, it offers four times the spectrum space 

for station owners. Thus, one station can quadruple its 

available space for programming and advertising. In 

theory, the revenue provided by the extra channels could 

become a viable economic alternative. 

But simply adding more capacity does not guarantee 

more profit. Shane Fox, CEO of the media firm Maxagrid 

International, argues just the opposite: that increasing 

commercial capacity will actually cause revenue dilution. 

According to Fox (199 8), because both the supply and demand 

curves for advertising capacity are inelastic, an increase 

in the quantity of advertising sold will result in a 

corresponding drop in price and revenue (see Figure 2.1). 

Even assuming elastic demand. Fox says revenues would go up 

only slightly and only for a very short time. 

Even though many industry leaders still have high 

hopes for multicasting, it remains an unproven and untested 

model. Brinkley ("Nightline," 1997) says no one has a 
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'Clue' on how to make money from multicasting. And 

according to Gimein (1996, p. 33): 

Further consideration seems to indicate that if one 
channel is good ... six are not necessarily better. 
Even if material can be found, splitting the audience 
into niche markets forces over-the-air broadcasters to 
compete with cable ... a contest they cannot win. 

Whether multicasting proves viable or not, it appears 

possible that the transfer to digital television will 

require new economic models. Powers (2001) writes that the 

broadcast market structure has already shifted away from 

oligopoly to a form of monopolistic competition, 

characterized more by a large number of sellers with only 

slightly differentiated products. Such a shift can be 

traced to an increase in the number of competitors and a 

decrease in stability of market shares. McClellan (1998) 

saw this as simply a natural consequence of economic 

evolution, whereby in a mature economy and with a mature 

business, media organizations will find it increasingly 

harder to remain profitable. 

U.S. Representative Billy Tauzin, chair of the House 

telecommunications subcommittee, warned television 

affiliate stations that they could get hurt by shifting 

business models, which have called old relationships into 

question (Hatch, 1998). The problem for broadcasters is 
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that until digital television actually gets off the ground, 

no one knows what alternative economic model will drive the 

industry in the digital age. According to Paul Di Senso of 

SRI Consulting, "HDTV is a big money pit for broadcasters," 

he says. "I don't see that there is an effective business 

model for it" (Hall, 1997, p. 3). 

The Current Environment 

There is no doubt that advertising will continue to 

play a key role in the media environment of the early 21^^ 

century. Advertising expenditures for virtually all media 

continue to rise to record levels. According to 

PricewaterhouseCoopers, spending in global entertainment 

and media will climb from $831 billion in 2000, to more 

than $1.2 trillion by 2005, fueled primarily by growth in 

digital technology ("Media spending," 2001). Consumers 

finally seem to be catching on to the possibility of 

digital television and other new technologies. The 

Consumer Electronics Association projects sales of home 

digital receivers to reach 10 million units by 2006 ("May 

DTV sales," 2 001) . 

But while advertising dollars continue to grow for the 

industry as whole, new competitors have emerged in the 
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media marketplace and cut revenue into much smaller pieces. 

In 1980, the household penetration rates for cable and the 

VCR stood at 19.9% and 1.1%, respectively. But by 2000, 

those figures had grown to 68% for cable and 85.1% for VCRs 

("TVB trends documents," 2000). 

This has had a corresponding effect on broadcast 

advertising revenue (see Tables 2.4 and 2.5). While cable, 

radio, and especially the Internet have all made tremendous 

gains in ad revenue, it has come at the expense of 

broadcast revenues, which have remained fairly constant or 

slightly decreased. Adding to the problem are new 

technologies, such as video on demand, which make it easier 

for consumers to skip or avoid commercials. One consumer 

said the TiVo personal recording system was "like putting a 

supercomputer on top of your cable box and taking things to 

the next stratosphere" (Hill, 2000) . 

None of this bodes well for television advertising. 

"Television in which you sit through commercials is about 

to be replaced," says Josh Bernoff of Forrester Research 

(Chunovic, 2001b, 1 4). Bernoff predicts a 20% drop in 

viewing levels for television ads, which adds up to a loss 

of $12 billion over a five-year period. When one also 

considers the fact that consumers are not watching more 
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television as a whole (Grant, 1998), broadcast advertising 

revenue has seemingly become a spinning wheel stuck in the 

mud. 

Broadcast stations began to feel the advertising pinch 

in 2001, helped in part by a sluggish national economy. In 

the summer of that year, NBC led the major networks in 

selling advertising inventory at cost per thousand (CPM) 

decreases of 5% compared to the previous year. Industry 

insiders said the network was going negative on its CPMs to 

a 'surprising extent' ("Network upfront," 2001). A.H. 

Belo, owner of 17 television stations with annual revenues 

of $1.5 billion, announced sagging advertising profits for 

the first half of 2001. Belo's revenues went down 8% in 

the second quarter, including an 11% drop in May 

(McClellan, 2001). 

Even before advertising revenue began to slow down, 

broadcast executives began to look for alternative revenue 

models. According to Grant (1998), as consumers are 

prepared to pay less for media consumption, alternative 

revenue streams become more important. Such alternatives 

include pay-per-view, reverse compensation, Internet 

income, data broadcasting and many others. 
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Traditionally, networks pay their affiliates to run 

network programming, a relationship known as compensation. 

But according to Lin (1994), the growth of cable and other 

programming options have reduced not only the size of 

network audiences, but also the amount of network 

compensation. in a historic move in 2000, Granite 

Broadcasting paid NBC $3 62 million over 10 years to run 

network programming on KRON in San Francisco. This type of 

'reverse compensation' in which the affiliate pays the 

network is becoming more commonplace, and will increase 

significantly in the coming years, according to NBC 

president Bob Wright (McClellan, 2000) . 

Television broadcasters have also seriously considered 

a pay-per-view (PPV) economic model. PPV debuted in 1984 

and it has proven successful in delivering sports, 

entertainment specials and movies into the home, primarily 

for cable subscribers (Head, Sterling, Schofield, Spann & 

McGregor, 1998) . Digital technology would make it possible 

to charge the viewing public for broadcast programming on a 

per-view basis. 

While this idea seems incredible to consumers who have 

enjoyed 'free' broadcast television for more than 50 years, 

it is not a new idea. As far back as 1931, Eugene McDonald 
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of Zenith television advocated a pay-per-view system 

because he felt advertising along could not offset high 

production costs (Gunzerath, 2000). David Smith, chairman 

of Sinclair Broadcast Group says: 

It's very easily done in today's digital world. 
You'll be charged five cents, 10 cents, 50 cents, $10 
or $20 each month to watch television. It will 
absolutely happen today. ("Broadcast TV's future," 
2000, p. 44) 

Adds Jamie Kellner, CEO of Warner Brothers Television, 

"I think our business has to evolve to be competitive 

against other platforms. Seventy to 80 percent of the 

people are paying for what they're getting today [from 

cable] and they seem to have no problem doing it" 

("Broadcast TV's future," 2000, p. 44). It is a similar 

situation to what now faces the Internet, which must find a 

way to replace declining revenues. Experts and analysts 

predict an emerging mixture of free and subscription 

Internet models, including 'micropayment' charges ranging 

from 10 cents to 10 dollars per click (Olsen, Hu, & 

Yamamoto, 2001) . 

Data broadcasting models have also received much 

attention in recent years. Digital technology allows the 

delivery of digital data or text information from a central 

source, delivered by satellite or phone wire. De Sonne 
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(1994) believes it could be a profitable business model for 

television broadcasters, and protect them from future 

assaults by an expanding number of competitive industries. 

But whatever models eventually emerge, they will likely 

shift more financial burden to the consumer. Many analysts 

predict that over the next five years, the industry will 

have to develop new business models which shift from free 

distribution to some form of paid subscriptions ("Media 

spending," 2001). 

One reason television broadcasters may seek to shift 

more burden to the consumer is the uncertain economic 

environment. Even in good economic times, new media 

services have a difficult time gaining a solid footing in 

the industry. Grant (1998) reported that half or more of 

all new services will fail because of aggressive 

competition, poor planning and marketing, or lack of 

resources to sustain the competitive battle. And according 

to Ward (1994), there is historic precedent for a purging 

process soon after new media enter the market. Such 

processes may become even more magnified in the current 

environment, where broadcasters cannot rely on traditional 

methods of revenue and profit growth. 
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Instead, according to Kennard (1999, f 26), "The old 

days of television ... will soon be over. what works [today] 

may not work next year, or even next month. That is the 

promise and the risk of the New Economy." The Internet 

provides an example of a 'new economy industry still 

searching for an economic model. In the late 1990s, the 

promise of the new technology made millions for 'dot-com' 

companies, but the profit was based on promise, not 

performance. When Wall Street realized the industry did 

not have a reliable revenue base, dead dot-coms began to 

pile up. A record 58 Internet companies closed down in 

February 2001, and at least 435 such firms have folded 

since January 2 00 0 (Abreu, 2 001). 

Faced with increasing uncertainty in the digital 

environment, broadcasters have turned to the federal 

government. Low-power stations, public stations and even 

the biggest commercial stations have all looked to the FCC 

to provide some regulatory protection. In some cases, the 

FCC has stepped in, such as offering protection to low-

power stations displaced from the digital spectrum in favor 

of full-power stations. But in general, the Commission has 

maintained a 'hands-off policy and tried to let the 
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marketplace settle most of the digital disputes. Early in 

the digital process, the FCC said: 

It is our overarching goal ... to provide for the 
success of free, local digital broadcast television 
To bolster DTV's chance for success, the Corranission 
allows broadcasters to use their channels according to 
their best business judgment. ("Commission adopts " 
1997) 

This policy was firmly established and promoted by former 

FCC chairman Kennard, who commented, "As the digital TV 

market develops, it is not the place of the FCC to come in 

and mandate these answers. Our role now is to bring the 

parties to the table and facilitate solutions" (1999, f 

46). Michael Powell succeeded Kennard as FCC chairman and 

has continued to resist calls for additional regulation. 

In 2001, Powell told cable executives: 

This industry has all the tools it needs to succeed 
and may I suggest that this is the most positive 
regulatory regime the cable industry has seen in 
decades. But it's largely in the hands of the 
industry to maintain favorable conditions. (Albiniak, 
2001c, 1 4) 

Powell has also continued the FCC's policy of industry 

deregulation. The chairman agreed to reconsider FCC 

regulations that ban one company from owning a newspaper 

and television station in the same town. The ban goes back 

to 1975, but several print and broadcast executives say 

they need it overturned to be more competitive with large 
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media companies in the digital age (Srinivasan, 2001). m 

a 2001 speech to the Federal Corrmunications Bar 

Association, Powell admitted that deregulation for its own 

sake is not responsible. But he added: 

There are many examples of deregulation by the 
Commission that were met with fierce claims that 
consumers would suffer as a result. When the deed was 
done, however, we often witnessed instead the 
flourishing of innovation and competition, from which 
consumers benefited magnificently. ("Chairman 
Powell, " 2001, 1 12) 

Deregulation of the broadcasting industry came to full 

flower in the 1980s with the Reagan administration. Long

standing rules on ownership, business relationships and 

media commerce were relaxed in an effort to promote more 

competition. The effort culminated in 1996 with passage of 

the Telecommunications Act, the first major overhaul of the 

industry in 62 years. 

The Telecommunications Act deregulated services such 

as broadcasting, long distance telephone service and cable 

programming, all in an effort to promote competition and 

remove barriers to entry. Today, with Republican 

leadership in the White House and in Congress, deregulation 

is the unofficial policy of telecommunications regulation. 

Former FCC chief economist Joseph Farrell (1997, 14, 10) 

remarked: 
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Deregulation is justified even under quite imperfect 
competition. I believe, on the contrary, that 
deregulation should be undertaken even where we expect 
some adverse short-run (indeed, even long-run) price 
impact. 

Deregulation and the Telecommunications Act have 

opened several doors in the industry, but in one sense 

failed to achieve their stated purpose. Instead of 

removing barriers and promoting competition, deregulation 

has actually done the exact opposite, creating a current 

environment of reduced competition and industry confusion. 

A case in point is the development of AM stereo 

broadcasting. In 1982, the FCC departed from traditional 

procedures in favor of a marketplace approach that 

encouraged industry competition. According to the FCC, 

"What followed was a series of protracted lawsuits. As 

neither broadcasters nor receiver manufacturers wanted to 

invest in what could become a losing system, effective 

implementation of AM stereo in the U.S. was delayed" ("AM 

stereo," 1997, 1 8) . 

Group owners and large media companies played a major 

role in the infancy of radio because they controlled both 

production and distribution. By the mid-1920s, 

Westinghouse, General Electric, AT&T and RCA came under 

investigation by the Federal Trade Commission on charges of 
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creating a monopoly in the radio business (Gross, 2000). 

But the growth and power of such companies have accelerated 

with passage of the Telecommunications Act. In the first 

year after the Act became law, the number of group-owned 

stations increased to an all-time high (see Table 2.6). At 

the same time, the concentration of those stations in the 

biggest markets also hit a record high, while the actual 

number of companies involved in group-ownership decreased 

(Howard, 1998) . Rising costs, the advantages of economies 

of scale and increasing competition either forced smaller 

and weaker stations out of the business, or into the arms 

of a waiting media conglomerate. 

A typical example is the California-Oregon 

Broadcasting Company, which in 1998 sold four stations to 

larger media companies. President Patricia Smullin said 

the company had to make the move just to stay in business, 

and pay the digital conversion costs for its remaining 

stations (Mermigas, 1998c) . And while smaller stations 

make inviting targets, many larger stations have also come 

to realize the benefits of consolidation. "Most of the big 

players in television recognize that it's a scale 

business," said media analyst Paul Sweeney. "They're 
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trying to become very large groups of stations to achieve 

scale over their cost structures" (Lafayette, 1998c, 

p. 30) . 

Effect on Television Stations 

Faced with these environmental changes, it seems that 

television stations in the U.S. have few courses of action. 

One is to maintain the status quo, with little or no change 

in station management, operation or economics. Another 

option is to develop new economic models or revenue streams 

to offset the high cost of digital conversion. Finally, 

those stations that cannot maintain or create enough 

revenue in this new environment could be forced to sell or 

simply go out of business. 

How will individual stations and companies decide 

which road to take? The answer could depend on the type of 

station involved. As noted, there has been a tremendous 

increase in the number of stations becoming part of a 

larger media conglomerate. Such conglomerates could have 

enough economic strength to overcome the cost of the 

digital conversion and simply maintain the status quo. 

Stations that do not belong to such economies of scale 
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could face the bleaker prospect of finding new revenue 

sources or perhaps going out of business. 

Low-power (LPTV) stations account for more than 2,300 

stations in the U.S., and will certainly face financial 

hardship in the digital transition. In 1982, the FCC 

created LPTV as a way of ensuring a local broadcasting 

presence in smaller or under served areas. LPTV stations 

operate at less power and have far smaller audiences than 

full-power stations, and in formulating digital television 

policy the FCC has maintained the 'secondary' status of 

low-power stations. According to current FCC regulations, 

many LPTV stations will have to be bumped off the air to 

give coveted digital spectrum space to full-power stations. 

At one time the FCC estimated that fully 45% of all 

LPTV stations would either have to change their operation 

or cease to exist ("TV translators," 1999). In 2000, the 

FCC finally accorded LPTV station owners a measure of 

protection, creating for them a Class A television service. 

Qualifying stations would be considered 'primary' 

television broadcasters, subject to the same license terms 

and renewal standards as full-power stations ("Commission 

adopts rules," 2000). In fact, perhaps because of the 

Class A designation, the number of LPTV stations actually 
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increased between 1999 and 2000, from 2,194 to 2,366 

("Broadcast station totals," 2000). But the designation 

does not solve the bigger problem for owners of LPTV 

stations: how to pay for the digital conversion. Many 

such stations still might be forced off the air. 

Because public broadcasting stations rely on private 

donations and contributions for about half of their revenue 

base, they could also have a difficult financial transition 

to digital broadcasting. Various estimates place the cost 

of digital transition for all the country's public stations 

at around $1.8 billion. Of that amount, public 

broadcasters have asked the federal government to pay 

between $600-700 million over a five-year period, with 

public stations picking up the rest ("Frequently asked 

questions," 2000). While Congress has balked at the 

proposal and offered much less in terms of funding, there 

is no doubt that public broadcasters will get a significant 

amount of government help, probably in the neighborhood of 

33%-50% of the total digital conversion cost ("Current 

funding," 2001). But in the new media environment, will 

that be enough? 

Religious broadcasters also face many serious 

repercussions from the digital conversion. Many religious 
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stations do not have commercial viability, due either to 

poor program ratings or ethical reluctance to embrace 

advertising. As a result, such stations operate with 

budgets far less than those of secular broadcasters 

(Armstrong, 1979). Religious broadcasting has developed an 

economic model based mainly on viewer support, but with 

advertising growing in significance. Many religious 

broadcasters say this model will not survive the digital 

conversion, forcing many stations off the air or into 

consolidation (Schultz, 2000a). 

In addition, many religious stations are by definition 

non-commercial and non-profit. Executives at such stations 

are also different socially, politically and managerially 

than their secular counterparts. While economic realities 

are important to such broadcasters, evangelical and 

religious principles often take priority (Schultz, 2000b). 

This could complicate their responses to digital 

television. 

Theoretical Model(s) 

Given that the digital conversion will create some 

sort of economic hardship for all of the types of 

television stations mentioned above, is there a way to 
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predict which path those stations will take in the new 

digital era? It would be simple to make predictions based 

strictly on financial resources, but that may not be the 

most comprehensive method. Oliver (1991, p. 165) argued 

that, "The likelihood that organizations will conform to 

institutional pressures is not exclusively dependent on the 

legitimacy or economic rationality anticipated by 

conformity." 

Instead, Oliver sees organizational behavior as a 

strategic response to institutional changes (such as the 

government-mandated conversion to digital television). 

In the face of change or institutional pressures, 

organizations react based on a variety of factors. Oliver 

developed a model that helped predict how organizations 

would handle and react to outside pressures. Such outside 

pressures must be viewed in terms of what is causing the 

pressure, which constituents are exerting the pressure, the 

content of the norms to which the organization is being 

pressured to conform, the means by which the pressure is 

exerted and the environmental context in which they occur 

(see Table 2.7). 

For example, Oliver (1991, p. 161) defined the cause 

of institutional pressures as "the rationale, set of 
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expectations, or intended objectives that underlie external 

pressures for conformity." This cause is generally defined 

in terms of either legitimacy (social fitness) or 

efficiency (economic fitness). In terms of the cause, 

outside pressures can make the organization either more 

socially fit (such as laws regarding safety conditions) or 

more economically fit (such as laws that promote business 

efficiency). 

In a similar vein, organizations depend on a variety 

of constituents. In the case of multiplicity, such 

constituencies are multiple and conflicting (Oliver, 1991). 

The level of dependence organizations have on such 

constituencies also varies. For example, public television 

stations are highly dependent on both the government and 

private donors for funding. By contrast, commercial 

stations are more dependent on advertisers and the viewing 

public. 

The content of the outside pressure is also important. 

Sometimes, such content is compatible with the internal 

goals of the organization. It could be argued that 

deregulation of ownership limits on television stations is 

compatible with business goals at those stations. If the 

organization believes the content is not compatible with 
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internal goals, there is a higher level of constraints and 

a lower level of consistency. For example, many stations 

might view the legislative ban on cigarette advertising as 

a constraint. 

The institutional factor of control refers to the 

level of sanction or coercion involved with the outside 

pressure. The threat of legal coercion or enforcement can 

be quite high, as in the case of digital television. The 

FCC has mandated the conversion and stations that do not 

comply face the loss of their operating licenses. In some 

cases, control can be voluntary and less severe. This 

would apply to regulations and operating procedures of 

stations that belong to the National Association of 

Broadcasters (NAB). The NAB has rules and regulations for 

member stations, but compliance is mostly voluntary. 

Finally, the context of the outside pressure can 

influence organizational behavior. There can be a high 

degree of environmental uncertainty in which the pressure 

takes place. This would refer to a situation in which 

business conditions cannot be accurately anticipated or 

predicted (Oliver, 1991). There is often a high degree of 

environmental uncertainty when new media technologies 
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emerge, such as the chaotic early days of radio and 

television. 

The degree of interconnectedness is also important in 

the context of outside pressure. This refers to the level 

of inter-organizational relations among occupants of a 

given industry (Oliver, 1991). It is possible that 

broadcast stations act with higher degrees of 

interconnectivity in the face of uncertain environments. 

Such stations might want to work together (through such 

organizations as the NAB) to promote common interests and 

overcome unforeseen obstacles. 

Having identified these factors, organizational 

reaction and behavior can be predicted. In terms of cause, 

an organization is more likely to resist pressure if it 

sees no social legitimacy or economic gain. There is also 

more organizational resistance given a higher degree of 

conflicting constituency pressures, incompatibility or 

discrepancy with internal goals, lower levels of legal 

coercion, and a lower level of uncertainty in the 

organization's environment (Oliver, 1991). 

Based on these conditions, Oliver believes 

organizations will make specific strategic responses 

ranging from passivity to increasing active resistance (see 
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Table 2.8). These responses include acquiescence, 

compromise, avoidance, defiance and manipulation. How the 

organization perceives the outside pressure for change will 

determine how it reacts. 

For example, if an organization feels like the outside 

pressure is socially legitimate and economically efficient, 

it should respond with high acquiescence, and avoid strong 

resistance. However, if an organization has strong, 

conflicting, multiple constituencies, and the content is 

viewed as constraining rather than consistent, the reaction 

is more likely to be open defiance of the outside pressure. 

This predictive model has direct application to 

television stations and the digital conversion. According 

to Oliver (1991, p. 152), acquiescence is defined as habit, 

imitation or compliance, which includes "unconscious or 

blind adherence to preconscious or taken-for-granted rules 

or values." This would correlate most closely to a station 

maintaining the economic status quo or improving its 

existing economic model. 

But Oliver also notes, "Organizations may consider 

unqualified conformity unpalatable or unworkable" (1991, p. 

153). In these cases, compromise is a logical response. 

Oliver (1991, p. 153) describes compromise as "the thin 
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wedge in organizational resistance to institutional 

pressures," which could be interpreted as developing new 

economic models or revenue streams. Avoidance, defined by 

Oliver (1991) as escape or exit from the domain within 

which the pressure is exerted, correlates most closely to 

selling the station, consolidation, or getting out of the 

industry. Defiance and manipulation are not plausible 

courses of action, given the coercive power of the FCC and 

the threat of losing a station license for non-compliance. 

There are other considerations beyond the Oliver 

model. Broadcasting outlets often operate under a 

different set of strategic principles, because of their 

unique economic situation. Most broadcasters do not 

directly sell their product to consumers, but rather make 

an indirect profit from advertising. This fact can cause 

broadcast organizational thinking to shift along non-

traditional lines. 

For example, it might be more profitable for religious 

broadcasters to seek additional revenue streams or acquire 

more secular programming. But according to Schultze 

(Buddenbaum & Stout, 1996), such broadcasters are committed 

to using their outlets for evangelism, despite very little 

evidence that such evangelism is effective. 
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It was also appropriate to give some consideration to 

the diffusion of innovations, which seems especially 

applicable to digital conversion. According to Rogers 

(1983), the personal characteristics, values and belief 

systems of those adopting the new technology plays a 

crucial role in how and when that technology becomes 

implemented. For example, the younger 'innovator' group 

adopts new technologies earlier and faster than the older, 

more traditional 'laggard' group. This theory could have 

important implications for broadcasters adopting digital 

technology, and could possibly fill in any holes in 

Oliver's strategic response model. 

While Rogers focused on individual responses, Greve 

(1998) applies diffusion theory to organizations, and 

specifically the radio industry. In his study of why radio 

stations change formats, Greve found that entry into a new 

market is a diffusion process where a critical factor is 

the imitation of early adopters. His findings provided an 

important insight into how stations will adapt and what 

path they will choose to follow. 
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Hypotheses 

Based on these theories, it should be possible to 

predict how the different groups of television stations 

will respond to the digital conversion (see Table 2.9). 

Commercial stations, most of whom now belong to some sort 

of group ownership (Howard, 1998), should have low levels 

of legitimacy and consistency in regards to the digital 

conversion. Combined with high levels of uncertainty, this 

should lead to compromise and looking for new ways of 

creating revenue. 

For example, Sinclair Broadcasting will spend around 

$100 million to digitally convert its 62 stations. But if 

other stations that have not converted force the FCC to 

extend the digital deadline, Sinclair's investment could be 

jeopardized. Sinclair executive Nat Ostroff even hinted at 

a lawsuit, saying, "I think our response is going to be, 

we've been damaged here" (Grotticelli & Prikios, 2001, 1 

22). The predicted organizational response would be 

compromise, or development of alternative revenue sources. 

This is also compatible with Rogers (1983) in that by 

adopting new revenue sources the relatively strong and 

wealthy group owners fit the pattern of innovators or early 
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adopters, who are more likely to adopt non-traditional 

organizational responses. 

Unlike other groups of stations, public stations have 

a high legitimacy in regards to the digital conversion. As 

noted earlier, most public stations receive about half of 

their funding from government sources, so it is important 

for them to conform to governmental action. Their funding 

relationship with the government also reduces levels of 

dependence and uncertainty, leading to an expected course 

of action of acquiescence and improving the existing 

economic model. 

Religious and low-power stations should have much 

different strategic responses. Both have very low 

legitimacy and consistency, in that the mandated conversion 

does not help their operations financially or socially. 

Such stations also have high levels of uncertainty, mainly 

due to tremendous conversion costs involved. Therefore, 

many of these stations will resort to strategic 

abandonment, whether that means severely curtailing 

operations or getting out of the business completely. 

According to Doug Standley, president of SpectraSite 

Broadcast, which builds digital television towers, "We're 

seeing more and more groups state they will do the minimum. 
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There is a tremendous amount of confusion and it comes down 

to economics" (Grotticelli & Prikios, 2001, f 34). 

These stations face many of the same environmental 

challenges as group stations, but do not have the financial 

strength to respond in the same way. According to Ostroff 

(Grotticelli & Prikios, 2001, 1 24), "There are stations 

ignoring the entire process due to the inability to spend 

the kinds of money necessary to make the transition. 

Substantial numbers [are] saying, 'I'm just not going to do 

anything.'" 

Applying Oliver's theoretical model to these groups of 

television stations, the following hypotheses were tested: 

Hi: Commercial stations are more likely than other 

categories of stations to develop new means of 

revenue, whether new economic models or 

alternative revenue streams, as a response to the 

digital conversion. 

H2: Public stations are more likely than other 

categories of stations to improve existing 

economic models as a response to digital 

conversion. 
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H3: Religious stations are more likely than other 

categories of stations to abandon, or eliminate 

operations, including no planned changes or 

selling the station, as a response to digital 

conversion. 

H4: Low-power stations are more likely than other 

categories of stations to abandon, reduce or 

eliminate operations, including no planned 

changes or selling the station, as a response to 

digital conversion. 

Station response was also measured based on a variety 

of demographic factors. It was believed that direct 

competition from other stations would create an uncertain 

environment, reduce economic efficiency and motivate 

individual stations to develop new revenue streams: 

H5: The higher the density of competing stations in a 

television market, the more likely individual 

stations are to develop new means of revenue, 

whether new economic models or alternative 

revenue streams, as a response to the digital 

conversion. 

Stations were also asked to assess the influence and 

potential benefits of the digital conversion. Stations 
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that put a high value on the impact of digital technology 

in future management decisions should have greater 

legitimacy and less resistance to the conversion process: 

Hg: Stations where the digital conversion has a larger 

influence on station management and operation are 

more likely to improve existing economic models 

compared to other categories of stations. 

Those stations that perceive digital television as a 

benefit and a positive influence should respond with more 

acquiescence, in that they perceive the conversion as 

legitimate and efficient. In a similar vein, there are 

stations that will undoubtedly view the digital conversion 

as lacking any benefit, and perhaps even consider it a 

detriment. Many smaller and weaker stations could fit into 

this category. It would be logical to assume that such 

stations would respond with more active resistance: 

H7: Stations where the digital conversion is viewed as 

a positive benefit are more likely to improve 

existing economic models compared to other 

categories of responding stations. 
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Hg: Stations where the digital conversion is viewed as 

lacking any benefit are more likely to develop 

new means of revenue, whether new economic models 

or alternative revenue streams, compared to other 

categories of stations. 

Hg: Stations where the digital conversion is viewed 

as lacking any benefit are more likely to sell 

the station compared to other categories of 

stations. 

Within this group, there could be one notable 

exception. It has been mentioned previously that religious 

stations have different goals and strategies compared to 

other broadcasters. And they have shown an inclination to 

emphasize the evangelical nature of their stations rather 

than the economic: 

Hio: Of those stations that indicate that the digital 

conversion is viewed as lacking any benefit, 

religious stations are more likely to avoid 

abandonment and going out of business compared to 

other categories of stations. 

It is important to note that these hypotheses are a 

subset of the initial phase of the study. Low response 

rates from group and low-power stations made meaningful 
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analysis difficult. As a result, the researcher collapsed 

data from several types of stations, which affected the 

hypotheses. An original list of 13 hypotheses was created, 

but was scaled back to 10 hypotheses after the collapse of 

the data categories. The modified hypotheses concentrated 

more on four main response categories: commercial, low-

power, religious and public television stations (see 

Chapter III) . 

Summary 

We live in an age of digital technology. Our clocks, 

CD (compact disc) players, mobile phones and most of our 

home appliances are digital. And now as television 

stands to join in the digital revolution, it promises more 

than just a new way of watching television. Digital 

conversion will bring about radical changes in program 

delivery, media economics and industry practices. 

According to Kennard (1999, i 47, 50) : 

We need to work together because this is the only way 
that we can survive the fundamental structural change 
that we are living through today. There is no single 
transformation that is having a more profound impact 
on communications today than the transition from 
analog to digital; all we have to do is unleash it. 

As one-time chairman of the FCC, Kennard helped oversee the 

long digital transition process. That process, which began 
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nearly two decades ago, has created a myriad of problems 

for broadcasters, regulators and consumers. High costs, 

confusion over economic models and stagnant public 

acceptance have all contributed to slow down digital 

conversion. 

But despite such problems, there is no doubt that the 

transformation will eventually take place. And because 

digital television will soon become reality, one of the 

biggest questions remaining is how individual stations will 

react to the conversion. Some stations have the financial 

and organizational strength to overcome the high costs and 

economic uncertainty of digital television, while others 

face some difficult decisions and hard economic realities: 

find new revenue streams or economic models in the digital 

age, or become easy targets for consolidation or even 

liquidation. Litman (1979b, p. 139) saw this more than 20 

years ago when he wrote: 

More diversity will appear only [with] innovative 
technologies and creative solutions. Some economic 
entities will be hurt in the process, but nothing was 
ever promised in terms of eternal protection from 
competition. 
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Table 2.1: FCC mandate for station implementation of 
digital broadcasting 

Date 

May 1999 

November 1999 

May 2 0 02 

May 2003 

December 2 00 6 

Nature of deadline 

All network-affiliated and -owned 
stations in the top 10 markets 
must have on-air digital signal 

All network-affiliated and -owned 
stations in the top 3 0 markets 
must have on-air digital signal 

All commercial stations must have 
on-air digital signal 

All non-commercial stations must 
have on-air digital signal 

All stations must return the 
analog portion of their 
spectrum to the FCC for auction 

Source: Thalheimer, Mark A. (1998). Digital television/ 
reinventing the news. Washington, DC: Radio and 
Television News Directors Foundation, p. 3. 
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Table 2.2: HDTV transmission cost estimates 

Digital service Estimated cost 

Tower $500,000-$3 million 

Transmitter $400,000-$l.25 million 

Antenna $300,000-$500,000 

Encoder $200,000-$500,000 

Switcher $200,000-$400,000 

Studio $150,000-$250,000 

Downlink $90,000-$120,000 

Decks/Monitors $90,000-$120,000 

Upconverter $80,000-$120,000 

Router $60,000 

Total Costs $2.2-$6.5 million 

Source: Dickson, Glen. (1998, November 16). The high cost 
of pioneering in DTV. Broadcasting & Cable, p. S37. 
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Table 2.3: A comparison of advertising revenue in millions 
of dollars, 1949-1956 

Year Radio 

1949 571 

1950 605 

1951 606 

1952 624 

1953 611 

1954 559 

1955 545 

1956 567 

Tel 

1 

1 

evision 

58 

171 

332 

454 

606 

809 

,035 

,225 

Source: Sterling, Christopher H. (1984). Electronic 
Media: a guide to trends in broadcasting and newer 
technologies, 1920-1983. New York: Praeger. 

63 



Table 2.4: Percentage change in ad revenue from previous 
year, by media, 1995-1999 

Media 1999 1998 1997 1996 1995 

Broadcast television +2.1 +6.2 +2.3 +10.2 +5.1 

Radio +14.0 +11.0 +10.0 +8.2 +7.7 

Cable +22.0 +18.1 +12.4 +26.0 +18.7 

Internet +84.8 +75.0 N/A N/A N/A 

Note: No Internet values were given before 1998. 

Source: TVB trends documents. (2000). Television Bureau 
of Advertising. Retrieved June 28, 2001, from http:// 
www.tvb.org/tvfacts/index.html 
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Table 2.5: Percentage of total U.S. advertising volume 
used in broadcast television, 1990-1999 

Year Percentage in Broadcast Television 

1990 22.4 

1991 22.1 

1992 23.0 

1993 22.7 

1994 23.4 

1995 23.2 

1996 24.3 

1997 23.5 

1998 23.7 

1999 23.4 

2000 24.3 

Note: In 2000, total U.S. advertising volume was $243.6 
billion, of which broadcast television accounted for 
$59.2 billion. 

Source: TVB trends documents. (2000). Television Bureau 

of Advertising. Retrieved June 28, 2001, from http:// 

www.tvb.org/tvfacts/index.html 
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Table 2.6: Number of group-owned broadcast television 
stations, 1975-1997 

Year Number of group-owned stations 

1975 417 

1985 660 

1995 898 

1996 1,006 

Note: FCC regulations limited television ownership to 
seven stations starting in 1954, which increased to 
12 stations in 1984. 

Source: Howard, Herbert H. (1998). The 1996 
Telecommunications Act and TV station ownership: 1 
year later. Journal of Media Economics, 11, (3), 21-
32. 
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Table 2.7: Antecedents of strategic responses 

Institutional Factor Predictive Dimensions 

Cause 

Constituents 

Content 

Control 

Context 

Legitimacy or social fitness 

Efficiency or economic fitness 

Multiplicity of demands 

Dependence on constituents 

Consistency with group goals 

Constraints imposed on group 

Legal coercion or enforcement 

Voluntary diffusion of norms 

Environmental uncertainty 

Environmental interconnection 

Source: Oliver, Christine. (1991). Strategic responses 
to institutional process. Academy of Management 
Review, 16, (1) , 160. 
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Table 2.8: Institutional antecedents and predicted 
strategic response 

Predictive Factor Strategic Response 

Acquiesce Compromise Avoid Defy Manipulate 

Cause 

Legitimacy 

Efficiency 

Constituents 

Multiplicity 

Dependence 

Content 

Consistency 

Constraint 

Control 

Coercion 

Diffusion 

High 

High 

Low 

Low 

Low Low 

Low Low 

Low 

Low 

Low High High High High 

High High Moderate Low Low 

High Moderate Moderate Low Low 

Low Moderate High High High 

High Moderate Moderate Low Low 

High High Moderate Low Low 

Context 

Uncertainty High 

Interconnection High 

High High Low Low 

High Moderate Low Low 

Source: Oliver, Christine. (1991). Strategic responses 
to institutional process. Academy of Management 
Review, 16, (1) , 160 . 

68 



Table 2.9: Strategic response model of U.S. television 
stations to digital conversion 

Type of station Predictive factors Strategic response 

Commercial Low legitimacy 
Low dependence 
Low consistency 
High uncertainty 

Developing new 
economic models 
or revenue 
streams 

Public Moderate legitimacy 
Moderate dependence 
Moderate consistency 
Moderate uncertainty 

Improving existing 
economic models 

Religious 

.PTV 

Low legitimacy 
Low dependence 
High inconsistency 
High uncertainty 

Low legitimacy 
Low dependence 
High inconsistency 
High uncertainty 

Reducing or 
eliminating 
operations 

Reducing or 
eliminating 
operations 
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Inelastic Demand Curve 

Price 

PI 

t 
P2 

Ql" • Q2 

Quantity of Commercials Sold 

Figure 2.1: The effect of increasing commercial 
capacity on broadcast advertising price 
and revenue 

70 



CHAPTER III 

METHODOLOGY 

Definitions 

The original intent of the research was to conduct a 

comprehensive examination of station responses based in 

part on a distinction between group-owned and stand-alone 

stations. 'Stand-alone' commercial stations are the 

stations that do not belong to a group of stations or 

larger media companies, but instead are stations owned by 

an individual, group of individuals or family. They are 

additionally distinguished by the fact that the owner owns 

no other similar or competing television broadcasting 

properties. By contrast, 'group-owned' means those stations 

that belong to a company, which owns two or more broadcast 

properties. 

It was hoped to use these distinctions to study the 

economic responses of such stations. For example, this 

would have allowed a comparison of economic effects among 

group-owned stations against stand-alone or individually 

owned stations. The intent was also to divide the main 

response groups into sub-groups, such as stations that were 

both low-power and religious, or stations that were both 
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group-owned and public. However, lower than expected 

responses from the population (see Chapter IV) made these 

sub-groupings impossible, and eventually the data were 

collapsed into four categories of respondents: commercial, 

religious, low-power and public. 

'Commercial' stations refer to those stations that by 

January 2001, met the definition and classification of 

commercial stations as determined by the FCC. This would 

include those stations that operate at high or full power 

on a for-profit basis, usually by means of selling and 

airing commercial advertising, and meet other FCC 

requirements. 'Religious' stations meet certain 

definitional characteristics, most notably that the 

majority of their program schedule is dedicated to 

religious, evangelical or spiritually oriented programming. 

'Low-power' stations are those that broadcast at no 

more than 1,000 watts for normal VHF (very high frequency) 

stations and 100 watts when a VHF operation is on an 

allocated channel("Low-power TV," 2001). It contrasts with 

regular full service TV operations, that are permitted up 

to 100,000 watts of power. 'Public' television stations 

are also known as 'educational' stations because they 

primarily broadcast educational, historical and cultural 
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programming. But they are mainly identified by their non

profit status, which also includes reduced or limited 

levels of advertising revenue. 

The FCC keeps accurate count of station totals in each 

of these categories, except for religious stations, which 

are calculated separately (see Table 3.1). The most 

accurate and up-to-date count revealed 307 religious 

television stations {Directory of Religious Media, 2001). 

Survey Instrument 

The hypotheses were tested with a postal survey in the 

fall of 2001. A questionnaire was developed to test the 

predictive model and gauge the attitudes and behaviors of 

decision-making executives for each type of station in the 

study. Except for minor modifications, the different type 

of station executives all received the same questionnaire 

(see Appendices A and B). Small changes were made to 

accommodate group-owned stations, mainly in the areas of 

grammar and demographic information. Some information that 

would apply only to owners of a single station was 

eliminated in the latter questionnaire. 

Issues of reliability and validity were addressed in 

several ways. A filter question at the beginning of both 
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questionnaires directed it to the most appropriate 

respondent. The instructions were as specific as possible 

without getting too confusing. There was a little more 

flexibility in this area, in that the respondents were a 

special audience with a high level of knowledge on the 

subject. 

Questions and answers flowed from left to right in a 

consistent pattern and were arranged by similar nature. 

Interval scaled questions were worded with the negative 

responses listed first, to overcome problems associated 

with primacy effect. Several follow-up and open-ended 

questions were included to add attitudinal depth to the 

numerical data. 

Most names, addresses, stations and station 

information used in the questionnaire sample were gathered 

from the 2 0 01 Broadcasting & Cable Yearbook, which supplied 

the bulk of the information. When necessary information 

was missing, gaps were filled from TV station application 

information at the FCC, which keeps more detailed records 

than the Broadcasting & Cable Yearbook. Another listing of 

television station ownership information, lOOOOOwatts.com, 

was also used in collecting data (2001). 
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Some groups in the questionnaire were small enough to 

merit a complete census (see Table 3.2). This was 

determined going through station information for each 

state. In those cases, questionnaires were sent to every 

eligible station. 

In some cases, mainly for the commercial and group-

owned stations, there were simply too many stations for a 

census. In these cases it was decided to do an nth-series 

random sample using the Broadcasting & Cable Yearbook. In 

the yearbook section for 'group ownership,' every fifth 

eligible group from the alphabetical listing was chosen to 

narrow the sample. An arbitrary starting point was the 

first entry in the listing. Once this was done, the fifth 

station listed in alphabetical order under each group was 

selected for the sample. This method achieved a sample of 

56 individual stations under the group station listing. 

Similar methods were used to select low-power stand

alone and public stand-alone stations for inclusion in the 

sample. Under the 'low-power' alphabetical listing in 

Broadcasting & Cable Yearbook, every tenth station 

was selected for a total sample of 41. In the 'public 

station alphabetical listing in the same book, every fifth 

station was selected, creating a random sample of 49. 
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Again, each series began with the first entry listed. 

These particular nth-series decisions were made to keep the 

group-owned sample sizes in proportion to the stand-alone 

sample sizes. Using these techniques, all the individual 

sample sizes fell in a similar range. 

The combination of census and nth-series random 

selection created a total sample size of 330. As noted, 

because of low response not all the original data 

categories were used, and eventually the data were 

collapsed into four main groups. 

Pilot and Readability Tests 

A readability test was conducted to determine any 

potential face validity problems with the construction of 

the questionnaires. The test included two professors at 

Texas Tech University, both of whom were familiar with the 

study and the subject matter. Results of the readability 

test indicated no significant problems with the design, 

format or questions. Minor changes were made to individual 

questions. 'Economic models' was changed to 'ways of 

increasing revenue' on question three, to make the language 

simpler and more understandable. 
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Some new categories were added to the demographic 

section, including whether or not the stand-alone station 

produces a local newscast and how many employees work at 

the station. The response of 'advertising/sales' was also 

added to question 22. There were also some concerns about 

spacing for the response categories; those responses 

(specifically questions four, six, eight, 11, 13, 14, etc.) 

were modified and spaced farther apart to avoid confusion. 

After these changes, the researcher was satisfied with the 

face validity of the questionnaire. 

Originally, the questionnaires were designed as an 

electronic mail instrument, but a pilot test conducted in 

the spring of 2001 found low response rate problems with 

this method. Response was much better for a postal version 

of the pilot test; therefore, the researcher decided to 

conduct the survey by U.S. mail. The final versions of the 

questionnaires were implemented in accordance with 

Dillman's (2000) total design method, which emphasizes 

several contacts based on a social exchange theory to 

improve response. 

The pilot test also indicated some problems in 

identifying broadcasters who qualified for inclusion in 

this study. The initial test relied on current industry 
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manuals to identify independent stations and executives, 

but much of this information was out of date, and many 

stations had been sold or otherwise changed hands. For the 

current study, use of industry manuals was supplemented 

with phone calls to verify information and more correctly 

target appropriate stations and individuals. 

Other minor modifications to the questionnaires were 

made based on the results of the pilot test. Minor 

revisions included adding the choice 'network compensation' 

to question nine, as this was written in on at least one 

questionnaire. Overall, while the response rate to the 

pilot test was less than expected, the completeness, 

honesty and thoroughness of individual response were very 

encouraging. 

A more focused pilot test was conducted in the summer 

of 2001, when the researcher contacted individual 

television station managers in a phone interview to get 

more specific comments regarding the questionnaire. The 

questionnaire was discussed in detail to assess any 

potential problems. The results of this test did not 

result in any major modifications to the questionnaire, 

data collection or analysis. 



Methods and Analysis 

In constructing the survey, dependent and independent 

variables were determined based on the original hypotheses. 

The independent variables were generally the different 

categories of television stations (group-owned, stand

alone, religious, public and LPTV). Several other 

independent variables could have had a significant impact, 

most especially the individual station cost of converting 

to digital, market size, network affiliation, competition 

in the market, and demographic factors related to the 

individual broadcaster such as age, education and gender. 

Dependent variables focused on the effect the digital 

conversion would have on these various categories of 

stations. This included such possibilities as the creation 

of a new economic model, development of alternative revenue 

streams, consolidation and/or getting out of the industry. 

The questionnaires reflected the dependent variables 

in several ways. On both versions of the questionnaire, 

questions five and six asked about specific changes 

stations had planned or were considering because of the 

digital conversion, including alternative revenue streams 

and new economic models. Questions 16-19 attempted to 

gauge how stations would pay for the digital conversion, 
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and the willingness of broadcast executives to sell or 

consolidate the station. 

In terms of the independent variables, questions 

eight, nine and 10 measured the stations' overall financial 

health, while question 15 asked about the total cost of 

digital conversion. The independent variables were 

determined before the questionnaire was sent out. 

Potential respondents were grouped into appropriate 

categories, such as group owners and stand-alone stations. 

Some categories were further divided, such as religious 

group, religious stand-alone and religious low-power. 

Again, these categories were eventually collapsed because 

of the low response rate for religious station managers. 

For both dependent and independent variables, 

questions were phrased as often as possible to elicit 

interval or ratio level data, which allowed for the most 

comprehensive data analysis (see Table 3.3). After 

modifying the hypotheses, the questions still allowed the 

researcher to analyze the relationship between certain 

independent and dependent variables. 

For example, when testing Hi, the respondents were 

broken down into two categories: commercial stations and 

all other respondents. These were used as the independent 
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variables and tested with dependent variables such as 

production of alternative revenue streams (questions three, 

five and 16) and cost of the digital transfer (question 

15) . 

For hypotheses four through 10, the independent 

variables were station responses to specific questions. 

These were measured against other responses that related to 

planned economic activity. Regarding H5, for example, how 

the station responded to question 2 9 regarding number of 

competitors in the market served as the independent 

variable and measured against that same station's response 

to questions about economic plans. 

Statistical plan 

Hi: Commercial stations are more likely than other 

categories of stations to develop new means of 

revenue, whether new economic models or 

alternative revenue streams, as a response to the 

There was not enough response to statistically test this 

hypothesis. Therefore, it was tested by percentage 

responses to question five regarding the planned economic 

response for the different groups of stations. The 

hypothesis would be accepted if commercial stations 



indicated a higher proportion of response for new revenue 

choices, compared to other categories of stations. 

H2: Public stations are more likely than other 

categories of stations to improve existing 

economic models as a response to digital 

conversion. 

This hypothesis was tested in a manner similar to Hi. Since 

lack of response did not allow for statistical analysis, 

percentage responses to question five were used. If the 

proportion of public stations that planned to improve 

existing models was higher than the other station 

categories, the hypothesis would be accepted. 

H3: Religious stations are more likely than other 

categories of stations to abandon, or eliminate 

operations, including no planned changes or 

selling the station, as a response to digital 

conversion. 

H4: Low-power stations are more likely than other 

categories of stations to abandon, reduce or 

eliminate operations, including no planned 

changes or selling the station, as a response to 

digital conversion. 
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Percentage responses to the question regarding specific 

station economic response were also the primary test of H3 

and H4. If religious and/or low-power stations had a higher 

proportion of response for selling the station or making no 

changes, compared to other station categories, the 

hypotheses could be accepted. An analysis of variance was 

also conducted based on scaled responses to the question 

regarding attitudes toward selling the station. For the 

analysis of variance, the hypotheses were accepted if there 

was statistical significance at the .05 level. 

H5: The higher the density of competing stations in a 

television market, the more likely individual 

stations are to develop new means of revenue, 

whether new economic models or alternative 

revenue streams, as a response to the digital 

conversion. 

This hypothesis was evaluated in terms of a chi-square 

analysis comparing the economic responses of high- and low-

density stations. Stations were categorized as either 

high- or low-density, based on their responses to the 

number of stations in their markets. The hypothesis would 

be accepted if the chi-square indicated statistical 

significance at the .05 level. 
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Hg: Stations where the digital conversion has a larger 

influence on station management and operation are 

more likely to improve existing economic models 

compared to other categories of stations. 

Both percentage responses and an analysis of variance were 

used to test this hypothesis. Station managers were asked 

how important the digital conversion would be on the future 

management of the station, and stations were then 

categorized as either high perception of importance or low 

perception. These groups were then measured against 

planned economic response. If a higher proportion of the 

high perception group indicated plans to improve existing 

economic models, compared to the low perception group, the 

hypothesis could be accepted. 

In addition, an analysis of variance was conducted 

comparing the perception of importance to different station 

groups. It was believed that these results could further 

help support or reject the hypothesis, if they were 

statistically significant at the .05 level. 

H7: Stations where the digital conversion is viewed as 

a positive benefit are more likely to improve 

existing economic models compared to other 

categories of responding stations. 
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Ha: Stations where the digital conversion is viewed as 

lacking any benefit are more likely to develop 

new means of revenue, whether new economic models 

or alternative revenue streams, compared to other 

categories of stations. 

There was enough data to statistically test these 

hypotheses through a chi-square analysis. Based on 

responses, stations were categorized as either high 

perception of benefit or low perception. These categories 

were then measured against planned economic responses, and 

the hypotheses would be accepted if there was statistical 

significance at the .05 level. 

Hg: Stations where the digital conversion is viewed 

as lacking any benefit are more likely to sell 

the station compared to other categories of 

stations. 

This hypothesis was evaluated in terms of percentage 

response to the question regarding the specific economic 

plans of stations. If a higher proportion of stations that 

perceive low benefit from digital technology indicate a 

desire to sell the station, compared to other station 

categories, the hypothesis would be accepted. 
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Hio: Of those stations that indicate that the digital 

conversion is viewed as lacking any benefit, 

religious stations are more likely to avoid 

abandonment and going out of business compared to 

other categories of stations. 

Since this was the only hypothesis where both the dependent 

and independent variables were interval in nature, a more 

sophisticated statistical analysis was possible. A 

correlation was conducted between perception of digital 

benefit and attitudes about selling the station. It was 

believed that among stations with low perception of digital 

benefits, religious stations would be the most resistant to 

selling. The hypothesis would be accepted if this 

correlation was statistically significant at the .05 level. 



Table 3.1: U.S. broadcast station totals in 2001 

Type of station Total number 

Low-power 2,396 

Commercial 1,304 

Educational 374 

Note: Totals include both UHF and VHF stations 

Source: Broadcast station totals as of June 30, 2001. 
(2001). Federal Communications Commission. 
Retrieved August 15, 2001, from: http://fcc.gov/ 
Bureaus/Mass Media/News Releases/2001/nrmm0107.txt 
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Table 3.2: Categories of stations used for implementation 
of questionnaires 

Category of station 
Number of stations How stations 
included in study were selected 

Group-owned commercial 

Stand-alone commercial 

Religious stand-alone 

Religious group-owned 

Religious low-power 

Low-power stand-alone 

Low-power group-owned 

Public stand-alone 

Public group-owned 

Public low-power 

56 

41 

23 

20 

38 

41 

30 

49 

32 

N/A 

Nth-series 

Census 

Census 

Census 

Census 

Nth-series 

Census 

Nth-series 

Census 

N/A 

Note- Nth-series selections were used for group-owned 
commercial (every 5'-̂  group owner), public stand-alone 
(every S""" station) and low-power stand-alone stations 
(every lO'̂'' station) . Public low-power stations fit 
more conveniently in other groups and were not 
considered as a separate classification. 



Table 3.3: Statistical analysis of dependent and 
independent variables to test modified 
hypotheses 

Variables 

Hypothesis Independent variables Dependent variables 

^^ Commercial stations Questions 3, 5, 15, 16 

^2 Public stations Questions 3, 5, 15, 16 

H3 Religious stations Questions 3, 5, 15, 16 

H4 Low-power stations Questions 3, 5, 15, 16 

H5 Question 29 Questions 5, 16 

He Question 20 Questions 5, 16 

H7 Question 21 Questions 5, 16 

Ha Question 21 Questions 5, 16 

Hg Question 21 Questions 5, 16 

Hio Question 21 Questions 17, 18, 19 

Note: Question numbers refer to the questionnaire (see 
Appendices A and B). 
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CHAPTER IV 

RESULTS 

Response 

The questionnaires were distributed in accordance with 

Dillman's (2000) tailored design method, which emphasizes 

repeated contacts. A pre-notification letter (see Appendix 

C) was sent to 330 stations on October 2, 2001. This 

letter explained briefly the purpose of the project and 

served notice to station managers that additional materials 

would be forthcoming. The following week, on October 9, 

the same stations received a mailing that contained a more 

extensive cover letter, the questionnaire and a stamped 

return envelope. The cover letter gave explicit 

information on the project, how to complete and return the 

questionnaire and how to contact the researcher (see 

Appendix D). 

This mailing may have suffered from low response rate 

because of some unfortunate circumstances. It was around 

this time period that terrorists and hoaxsters began 

mailing the anthrax bacteria to television newsrooms around 

the country. At least three people died as a result of 

exposure to anthrax through the mail, and traces of the 
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bacteria were confirmed in mailings sent to NBC and CBS in 

New York. Two weeks after the first report of mailed 

anthrax, U.S. Postmaster General John E. Potter said he 

could not guarantee the safety of the mail (Purdum, 2001). 

As a result, many station executives were apprehensive 

about opening their mail, especially if they did not know 

the sender. Several stations, such as KGO in San 

Francisco, began to refuse any mail that was not clearly 

identified with a return address ("Contact us," 2001). At 

least three television station representatives called the 

researcher and said questions about safety prompted them to 

have local law enforcement open the manila envelopes in 

which the questionnaires were mailed. 

These developments had obvious implications for 

response rate and potential non-response error. As a 

result, the researcher decided to make an unscheduled 

contact with potential respondents. This contact came in 

the form of electronic mail, sent out the week of October 

22, 2001. The e-mail was designed to explain the 

situation, calm respondent fears about the survey and give 

them an opportunity to respond electronically (see Appendix 

E) . The e-mail included an attachment, which had an 

electronic version of the postal questionnaire. 
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E-mail response to the questionnaire was surprisingly 

low, and in fact, only one respondent returned the 

questionnaire electronically. However, one should not rule 

out the impact of this third contact on response. It is 

possible that the e-mail contact could have served as a 

reminder that prompted some respondents to return the 

questionnaire by mail. 

According to Dillman (2001), most questionnaire 

response takes place within two or three days after it is 

received by respondents, and any questionnaire that lies 

unanswered for a week or more is much less likely to be 

returned. But in this particular case, response was fairly 

consistent for a period of more than a month. 

The first returned responses arrived the week of 

October 15, just days after the mailing. From that point 

on, at least one response was received every day until 

November 14. The bulk of the responses (78%) came in the 

first two weeks after the mailing and the final response 

was received December 6, 2 001. 

Of the 330 initial contacts made, a total of 11 were 

refused or returned as undeliverable (see Table 4.1). This 

left 319 valid possible respondents, of which 99 actually 

returned a completed questionnaire, for a response rate of 
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31.0%. Of this total, the highest return rates came from 

public (60%) and commercial (25%) station respondents. 

The researcher's committee indicated that the study 

needed additional response and suggested follow-up phone 

calls to non-respondents. Most of these phone calls were 

made in April 2002, and a total of 25 additional station 

executives were contacted. These were all executives who 

had previously been contacted by phone or e-mail. Those 

executives who agreed to participate in the study were sent 

questionnaires by electronic mail or FAX. However, this 

did not substantially increase the response rate, as only 

five additional questionnaires were collected. 

As a result, the researcher conducted in-depth, phone 

interviews with executives at commercial, public, religious 

and low-power stations. These interviews were also 

conducted in October 2001 and April 2002, and the results 

were used to supplement the quantitative data of the study-

No further data were collected after April 26, 2002. The 

additional questionnaires boosted total response to 104 out 

of 319 (33%) . 
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Data and Results 

Responses to the questionnaire supported much of the 

literature, in that many stations have delayed 

implementation of digital technology. m fact, most 

respondents (43%) indicated that it would take more than a 

year for them to convert, despite the pressure of looming 

FCC deadlines (see Table 4.1). Despite this delay, most 

respondents who returned the questionnaire (64%) said that 

they had already begun investigating ways of producing 

revenue for the digital conversion (see Table 4.2). 

On the question of whether current revenue would 

sustain the station after the digital conversion, results 

were more mixed. On a scale from one to seven, with one 

representing definitely will not sustain, most respondents 

(21%) chose the neutral 'four' position. But the responses 

were heavily weighted toward the lower end of the scale 

(overall station mean - 3.38), indicating strong doubt to 

sustain current revenue after the digital conversion. 

This doubt seems more acute for religious and low-

power stations compared to public and commercial stations 

(see Table 4.3). The mean for the religious group was 2.7 6 

and the mean for the low-power group was 2.90. This 

compares to 3.39 for public stations and 4.12 for 
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commercial stations. When an analysis of variance was 

conducted, it was determined that there was a significant 

difference between responding groups of stations in regards 

to this issue (F = 2.85, df = 103, p = .04). Religious and 

low-power stations were much more pessimistic about the 

ability of their stations to sustain revenue after the 

digital transfer, especially compared to commercial 

stations. 

Hi, H2, H3 and H4 predicted that different groups of 

stations would have different economic responses in 

reaction to digital conversion. 

Hi: Commercial stations are more likely than other 

categories of stations to develop new means of 

revenue, whether new economic models or 

alternative revenue streams, as a response to the 

digital conversion. 

The top three choices (see Table 4.4) were creating 

outside revenue streams (33%), improving the existing 

economic model (27%) and developing new economic models 

(25%). In analyzing the data, 'develop new models' and 

'create new revenue streams' were considered together as an 

indication of outside revenue opportunities. Although 

these categories were designed to be distinct ('develop new 
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models' meant to seek an alternative to the advertising 

model, while 'create new revenue streams' meant to 

supplement the existing advertising model), this 

distinction was not adequately understood by the 

respondents. Respondents seemed to lump these choices 

together, and therefore they were combined to test the 

hypothesis. 

There were some slight differences among the stations 

regarding their planned economic changes. About 54% of 

commercial stations planned to develop new revenue streams 

(41%) and/or develop new models (13%) . This compares to 

61% of public stations, 53% of religious stations and 50% 

of low-power stations. 

The number of responses for some categories of 

stations was too small to compare the data statistically. 

However, the differences among station categories did not 

suggest that commercial stations were more likely than 

other stations to develop new means of revenue. 

H;: Public stations are more likely than other 

categories of stations to improve existing 

economic models as a response to digital 

conversion. 

96 



The proportion of public stations (33%) that planned to 

improve existing models was higher than coiranercial (25%), 

religious (19%) and low-power (10%) stations (see Table 

4.4). Therefore, the hypothesis was supported. Public 

stations were more likely than other stations to improve 

existing revenue models. 

H3: Religious stations are more likely than other 

categories of stations to abandon, or eliminate 

operations, including no planned changes or 

selling the station, as a response to digital 

conversion. 

The proportion of religious stations that indicated plans 

to sell (9%) was higher than commercial stations (4%), 

public (0%) and low-power (0%) stations (see Table 4.4). 

These results supported H3. 

H4: Low-power stations are more likely than other 

categories of stations to abandon, reduce or 

eliminate operations, including no planned 

changes or selling the station, as a response to 

digital conversion. 

Respondents were asked their attitudes about selling the 

station on a scale of one to seven, with one indicating no 

desire to sell and seven indicating a high desire to sell 
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(see Table 4.16). There was a significant difference 

between low-power stations (mean = 4.56), commercial 

(2.30), religious (2.05) and public (1.38). 

An analysis of variance (F = 11.12, df = 97, p < .001) 

confirmed that low-power stations were much more likely to 

sell compared to all other station groups. A Scheffe test 

indicated that the mean differences between low-power 

stations were statistically significant at the .05 level 

compared to public (3.18), religious (2.51) and commercial 

stations (2.25). Therefore, H4 was accepted. 

H5: The higher the density of competing stations in a 

television market, the more likely individual 

stations are to develop new means of revenue, 

whether new economic models or alternative 

revenue streams, as a response to the digital 

conversion. 

Station managers were asked to list the number of 

competitors in their markets (see Table 4.19). Since the 

median response was four, stations with three or fewer 

competitors were categorized as high-density, and stations 

with five or more competitors were categorized as low-

density. 
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High- and low-density stations were then compared 

based on their planned economic responses (see Table 4.20) . 

A chi-square analysis (X" = . 04, df = 1, p = .84) indicated 

no statistical difference in economic response between 

high-density and low-density stations. Therefore, H5 was 

rejected. 

Hg: Stations where the digital conversion has a larger 

influence on station management and operation are 

more likely to improve existing economic models 

compared to other categories of stations. 

Station managers were asked to evaluate the importance they 

attached to digital technology in the future management of 

the station (see Table 4.21). With a one representing low 

importance and a seven representing high importance, there 

was a significant difference between public stations and 

other station groups (F = 11.93, df = 99, p <.001). 

Public stations (mean = 6.26) attached much more 

importance to digital technology than did commercial 

(4.87), religious (4.04) and low-power (3.90). A Scheffe 

test indicated the mean differences were significant at the 

.05 level when pubic stations were compared to low-power 

(2.37), religious (2.21) and commercial (1.39). Since H2 
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suggested that public stations were more likely to improve 

existing models, these results also supported Hg. 

The hypothesis was further confirmed by percentage 

responses (see Table 4.22). Based on responses, stations 

were categorized as either low-importance (if the 

respondent answered one, two or three to the scaled 

question) or high-importance (if the respondent answered 

five, six or seven). Data indicated that a higher 

proportion of high-importance stations (29%) were more 

likely to improve existing economic models compared to low-

importance stations (26%) . This also supported Hg. 

H7: Stations where the digital conversion is viewed as 

a positive benefit are more likely to improve 

existing economic models compared to other 

categories of responding stations. 

Hs: Stations where the digital conversion is viewed as 

lacking any benefit are more likely to develop 

new means of revenue, whether new economic models 

or alternative revenue streams, compared to other 

categories of stations. 
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Hg: Stations where the digital conversion is viewed 

as lacking any benefit are more likely to sell 

the station compared to other categories of 

stations. 

Data did not indicate that perception of benefit played a 

role in economic response of stations. Station managers 

were asked how they perceived the benefits of digital 

conversion on a scale from one to seven, with one 

representing low benefits and seven representing high 

benefits (see Table 4.23). There was a significant 

difference between public stations (mean = 5.91) and 

commercial (3.00), low-power (3.10) and religious stations 

(2.81). An analysis of variance (F = 30.24, df = 100, 

p < .001) indicated that public stations perceived much 

more benefit than did the other station groups. According 

to a Scheffe test, the mean differences between public 

stations and religious (3.10), commercial (2.91) and low-

power were all significant at the .05 level. 

This was also observed in response to expected 

specific benefits (see Table 4.24). When stations were 

asked how the digital conversion would directly benefit 

them, religious (60%), low-power (50%) and commercial 

stations (25%) were much more likely to see no benefits 
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compared to public stations (2%). since H2 suggested that 

public stations were not more likely to improve existing 

economic models, these findings did not support H7. 

H7 and Ha were also not supported based on a chi-square 

analysis of perception of benefit (see Table 4.25). Based 

on responses, stations were categorized as either low 

perception of benefit (if the respondent answered one, two 

or three), or high perception of benefit (if the respondent 

answered five, six or seven). When the two groups were 

compared for economic response in a chi-square analysis, 

there was almost no difference between them (X̂  = 0.53, 

df = 1, p = .47). Based on these results, neither H7 nor Hs 

was supported. 

According to Hg, stations that viewed the digital 

conversion as lacking any benefit would be more likely to 

sell. Unfortunately, only three respondents indicated 

plans to sell their stations (see Table 4.4). Because so 

few station managers indicated plans to sell, the 

hypothesis was not supported. Religious (9%) and 

commercial (4%) stations reported the only plans to sell. 

This represented only three total stations (two religious 

and one commercial). No low-power or public stations 

indicated plans to sell. 
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Hio: Of those stations that indicate that the digital 

conversion is viewed as lacking any benefit, 

religious stations are more likely to avoid 

abandonment and going out of business compared to 

other categories of stations. 

There was support for this hypothesis in the results of a 

correlation between the variables of perception of digital 

benefit and attitudes toward selling the station (see Table 

4.26). Among those stations that perceived low digital 

benefit (religious, commercial and low-power), religious 

stations had the strongest, inverse relationship between 

these two variables (r = -.46, r̂  = .21, p = .03). This 

contrasted to commercial (r = -.19, r̂  = .04, p = .36) and 

low-power (r = -.15, r̂  = .02, p = .69). The difference 

between the stations was statistically significant at the 

.05 level, indicating that among stations that perceived 

little benefit from the digital conversion, religious 

stations were more likely to avoid abandonment and selling 

the station. 

In addition, religious respondents indicated the 

greatest desire to maintain control of their stations, 

among stations that perceived little digital benefit (see 

Table 4.17). Where one represented no desire to maintain 
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control and seven represented strong desire to maintain 

control, religious stations (6.05) had higher mean scores 

than commercial (5.79), public (5.92) and low-power 

stations (4.11) . 
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Table 4.1: Timetables for stations to convert to digital 
technology 

Response 

Already digital 

Within next 6 months 6 

Up to one year 12 

Longer than one year 5 

Totals 24 

Responding group by number of responses 

Commercial Religious LPTV Public Totals 

1 1 0 9 11 

1 1 9 17 

6 4 8 30 

12 5 23 45 

20 10 49 103 

Responding group by percentages 

Commercial Religious LPTV Public Totals 

Already digital 4 

Within next 6 months 25 

Up to one year 50 

Longer than one year 21 

Totals 100 

0 18 

10 

11 

17 

30 40 16 29 

60 50 48 43 

100 100 100 100 

Note: Percentages rounded to the nearest whole number. 

N = 103 
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Table 4.2: Whether stations have begun investigating new 
ways of producing revenue for the digital 
transfer 

Response Responding group by number of responses 

. Commercial Religious LPTV Public Totals 

Yes 12 11 4 39 66 

No 12 10 6 10 38 

Totals 24 21 10 49 104 

Responding group by percentages 

Commercial Religious LPTV Public Totals 

Yes 50 52 40 79 64 

No 50 48 60 21 36 

Totals 100 100 100 100 100 

Note: Percentages rounded to the nearest whole number. 

N = 104 
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Table 4.3: Whether stations can sustain revenue after the 
digital transfer 

Responding 

Religious 

LPTV 

Public 

Commercial 

group N 

21 

10 

49 

24 

SD 

1.76 

1.66 

1.67 

1.57 

Mean 

2.76 

2.90 

3.39 

4.12 

Responding group Compared to Mean difference 

Commercial 

Low-power 

Religious 

Religious 

Low-power 

Public 

Religious 

Public 

Public 

1.36 

1.23 

0.77 

0.14 

-0.49 

-0.63 

Note: Although the ANOVA suggested a statistical 
difference, a Scheffe test failed to identify 
statistical differences between the means at the .05 
level. 

N = 104 

F = 2.85, df = 103, p = .04 
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Table 4.4: Planned economic changes as a result of digital 
conversion 

Response Responding group by number of responses 

Commercial Religious LPTV Public Totals 

Improve existing model 6 

New revenue choices 

Sell station 

No changes 

Other 

Totals 

16 27 

13 

1 

3 

1 

24 

11 

2 

3 

1 

21 

5 

0 

3 

1 

10 

29 

0 

1 

2 

48 

58 

3 

10 

5 

103 

Com] 

Improve existing model 

New revenue choices 

Sell station 

No changes 

Other 

Totals 

niercial 

25 

54 

4 

13 

4 

100 

Rel igious 

19 

53 

9 

14 

5 

100 

LPTV 

10 

50 

0 

30 

10 

100 

Public 

33 

61 

0 

2 

4 

100 

Totals 

27 

58 

3 

10 

5 

100 

Note: Percentages rounded to nearest whole number, 

N = 103 
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Table 4.5: Open-ended responses regarding specific 
economic plans of stations 

Group N Most frequent response Responses Percent 

Public 48 Utilizing extra bandwidth 10 21 

Commercial 24 Utilizing extra bandwidth 4 17 

Religious 20 Utilizing extra bandwidth 4 20 

Low-power 10 Utilizing extra bandwidth 2 20 

Note: Utilization of extra bandwidth encompassed such 
responses as multicasting, data transmission, etc. 
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Table 4.6: Likelihood of stations adopting certain 
economic responses 

Response N SD Mean 

Improve existing model 77 1.56 5.16 

Create new revenue streams 85 1.54 4.94 

Develop new economic models 76 1.53 4.86 

Sell station 8 1.78 4.50 

No changes 12 1.95 4.83 

Other 6 1.60 5.17 

Note: Responses ranged from 'one' meaning 'not at all 
likely to happen' to 'seven' meaning 'very likely to 
happen.' Number of responses based on how many 
stations listed a particular option as one of their 
top three choices. 
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Table 4.7: Top three choices for economic response 

Group Mean 

Improve model New revenue choices 

Religious 5.11 4.77 

Low-power 4.60 5.57 

Commercial 4.90 4.68 

Public 5.37 4.85 

Response F df g 

Improve existing model 0.67 76 .58 

New revenue choices 0.77 84 .51 

Note: No analyses of variance were significant at the .05 
level. '"New revenue choices' reflected combination of 
'create new revenue streams' and 'develop new economic 
models.' 
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Table 4.8: Assessment of station financial health 

Responding group 

Commercial 

Public 

Religious 

Low-power 

N SD Mean 

24 

48 

21 

10 

1.68 4.70 

1.41 4.60 

1.60 4.43 

1.79 4.10 

Note: Responses ranged from 'one' meaning 'good financial 
health' to 'seven' meaning 'poor financial health.' 

N = 103 

F = 0.43, df = 102, p = .74 
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Table 4.9: Station primary revenue source 

Response Responding group by number of responses 

Commercial Religious LPTV Public Totals 

Local advertising 23 4 6 0 33 

Viewer support 0 13 0 32 45 

Alternative revenue 0 1 1 2 4 

Other 1 2 3 15 21 

Totals 24 20 10 49 103 

Responding group by percentages 

Commercial Religious LPTV Public Totals 

Local advertising 

Viewer support 

Alternative revenue 

Other 

Totals 

96 

0 

0 

4 

100 

20 

65 

5 

10 

100 

60 

0 

10 

30 

100 

0 

65 

4 

31 

100 

32 

43 

4 

20 

100 

Note: Percentages rounded to the nearest whole number. 

N = 103 
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Table 4.10: Primary revenue source for previous five years 

Responding group N SD Mean 

Commercial 24 1.48 4.88 

Public 49 1.14 4.86 

Religious 21 1.29 4.62 

LPTV 10 1.58 4.40 

Note: Responses ranged from 'one' representing poor or 
unsatisfactory, to 'seven' representing good or 
highly satisfactory 

N = 104 

F = 0.49, df = 103, p = .69 
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Table 4.11: Station prediction of primary revenue source 

Responding group N SD Mean 

Religious 21 1.52 4.29 

Public 49 0.99 4.33 

Commercial 24 0.97 4.92 

LPTV 10 1.05 5.00 

Note: Responses ranged from 'one' meaning 'will increase 
substantially to 'seven' meaning 'will decrease 
substantially-' 

N = 104 

F = 2.42, df = 103, p = .07 
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Table 4.12: Factors that influenced assessment of revenue 
prediction 

Response Responding group by number of responses 

Commercial Religious LPTV Public Totals 

Change in economy 8 

Change in revenue 4 

Change in audience 4 

Change in costs 1 

Change in competition 2 

Other 2 

Change in efficiency 2 

No changes 0 

Totals 23 

4 

4 

5 

4 

0 

0 

0 

3 

20 

3 

3 

1 

1 

0 

1 

1 

0 

10 

12 

7 

8 

5 

6 

5 

4 

2 

49 

27 

18 

18 

11 

8 

8 

7 

5 

102 

Note: Other responses included factors specifically^ 
related to individual stations, such as change in 
ownership, audience donation patterns, etc. 

N = 102 
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Table 4.12: Continued 

Response Responding group by percentages 

. Commercial Religious LPTV Public Totals 

Change in economy 35 

Change in revenue 17 

Change in audience 17 

Change in costs 4 

Change in competition 9 

Other 9 

Change in efficiency 9 

No changes 0 

Totals 100 

Note: Other responses included factors specifically 
related to individual stations, such as change in 
ownership, audience donation patterns, etc. 

N = 102 

20 

20 

25 

20 

0 

0 

0 

15 

100 

30 

30 

10 

10 

0 

10 

10 

0 

100 

24 

17 

15 

10 

12 

10 

8 

4 

100 

25 

18 

18 

11 

8 

8 

7 

5 

100 
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Table 4.13: Open-ended response regarding specific changes 
affecting stations 

Group 

Public 

N 

48 

Commercial 24 

Religious 20 

Low-power 10 

Most frequent response Responses Percent 

Audience fragmentation and 

state/local economy 5 10 

Costs of digital technology 4 17 

Managing resources better and 

state/local economy 2 10 
State/local economy 2 20 
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Table 4.14: Comparison of station groups regarding 
cost of digital conversion 

Response Responding group by number of responses 

Commercial Religious LPTV Public Totals 

Less than $250,000 1 5 2 0 8 

$250,001-$500,000 2 1 4 0 7 

$500,001-$1 million 2 2 1 1 6 

$l,000,001-$2,500,000 12 5 0 4 21 

$2,500,001-$5,000,000 5 4 1 18 28 

$5,000,001-$10,000,000 2 1 0 13 16 

More than $10,000,000 0 2 0 12 14 

Totals 24 20 8 48 100 

Responding group by percentages 

Commercial Religious LPTV Public Totals 

Less than $250,000 5 25 

$250,001-$500,000 8 5 

$500,001-$1 million 8 10 

$l,000,001-$2,500,000 50 25 

$2,500,001-$5,000,000 21 20 

$5,000,001-$10,000,000 8 5 

More than $10,000,000 0 10 

Totals 100 100 100 100 100 

25 

50 

13 

0 

12 

0 

0 

0 

0 

2 

8 

38 

27 

25 

8 

7 

6 

21 

28 

16 

14 

Note: Percentages rounded to nearest whole number, 
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Table 4.15: Comparison of station groups regarding 
paying for digital conversion 

Response 

Existing revenues 10 

New revenue streams 0 

Alternative financing 10 

Sell the station 0 

Other 4 

Totals 24 

Responding group by number of responses 

Commercial Religious LPTV Public Totals 

2 

7 

3 

1 

21 

3 

0 

4 

1 

0 

8 

5 

1 

5 

0 

35 

46 

26 

3 

26 

4 

40 

99 

Responding group by percentages 

Commercial Religious LPTV Public Totals 

Existing revenues 42 

New revenue streams 0 

Alternative financing 42 

Sell the station 0 

Other 16 

Totals 100 

38 38 11 26 

10 

33 

14 

5 

0 

50 

12 

0 

2 

11 

0 

76 

3 

26 

4 

41 

100 100 100 100 

Note: Percentages rounded off to nearest whole number. 

N = 99 
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Table 4.16: Attitude of responding stations toward selling 

Responding 

LPTV 

Commercial 

Religious 

Public 

Responding 

LPTV 

group 

group 

n 

9 

23 

21 

45 

Compared 

Public 

SD 

1.74 

1.61 

1.83 

1.28 

to 

Religious 

Commercial 

Mean 

Mean 

4.56 

2.30 

2.05 

1.38 

difference 

3.18* 

2.51* 

2.25* 

Note: * indicated these differences were significant at .05 
level according to Scheffe test. Responses ranged from 
'one' representing not interested in selling to 
'seven' representing very interested in selling. 

N = 98 

F = 11.12, df = 97, p < .001 
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Table 4.17: Importance of maintaining station control 

Responding group N SD Mean 

Religious 

Commercial 

Public 

LPTV 

20 

2 3 

38 

9 

1 . 5 0 

1 . 5 7 

2 . 0 3 

2 . 6 7 

6 . 0 5 

5 . 7 9 

5 . 9 2 

4 . 1 1 

Note: Responses ranged from 'one' representing no 
importance of keeping control to 'seven' representing 
extremely important to keep control of station. 

N = 90 

F = 2.53, df = 89, p = .062 
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Table 4.18: Number of legitimate offers to buy stations by 
responding groups 

Group N Stations with offers Number of offers 

Low-power 

Religious 

Commercial 

Public 

10 

21 

24 

49 

7 

6 

4 

1 

19 

16 

11 

1 

Note: Mean refers to average number of legitimate offers 
for each station in that particular group. 

N = 104 
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Table 4.19: Number of competitors in market 

Responding group by number of responses 

Number of 
Competitors 

Zero to three 

Four to six 

Seven to nine 

Ten and above 

Totals 

Commercial 

10 

10 

3 

0 

23 

Rel. igious 

11 

6 

0 

2 

19 

LPTV 

3 

3 

0 

1 

7 

Public 

9 

7 

4 

3 

23 

Totals 

33 

26 

7 

6 

72 

N = 72 
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Table 4.20: Planned economic response by density of market 

Density (all stations' Top responses 

High 

Low 

Improve model 

10 (26%) 

9 (28%) 

New revenue choices 

21 (55%) 

17 (51%) 

Density by group 

Religious high 

Religious low 

Low-power high 

Low-power low 

Commercial high 

Commercial low 

Public high 

Public low 

Top responses 

Improve model 

2 

1 

1 

0 

1 

5 

(14%) 

(7%) 

(25%) 

(0%) 

(5%) 

(26%) 

7 (42%: 

3 (14%: 

New revenue choices 

4 (29% 

7 (50% 

3 (75% 

0 (0% 

9 (47% 

4 (22% 

5 (20% 

7 (28% 

Note: High density defined by those who responded 'four or 
more' competitors to question 29. Low density defined 
by those who responded 'three or less competitors' to 
question 29. 'New revenue choices' reflected 
combination of 'create new revenue streams' and 
'develop new economic models.' 

N = 57 

X = 0.04, df = 1, p = .84 
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Table 4.21: Impact of digital technology on future station 
management 

Responding 

Public 

Commercial 

Religious 

LPTV 

Responding 

Public 

group 

group 

N SD 

46 1.08 

23 1.94 

21 2.22 

10 1.85 

Compared to 

LPTV 

Religious 

Commercial 

Mean 

Mean 

6.26 

P4.87 

4.04 

3.90 

difference 

2.37* 

2.21* 

1.39* 

Note: * indicates difference is significant at .05 level 
according to Scheffe test. Responses ranged from 'one' 
representing no importance to 'seven' representing 
extreme importance. 

N = 100 

F = 11.93, df = 99, p < .001 
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Table 4.22: Planned economic response based on perception 
of digital importance 

Response Response by number of respondents 

High importance Low importance 

Improve model 

New revenue choices 

Sell station 

No changes 

Other 

20 

40 

0 

4 

5 

3 

3 

0 

Response Response by percent 

High importance Low importance 

Improve model 2 9 2 6 

New revenue choices 58 42 

Sell station 0 16 

No changes 6 16 

Other 7 0 

Note: High importance defined by those who responded '5, 6 
or 7' to question 20. Low importance defined by those 
who responded '1, 2 or 3' to question 20. 'New 
revenue choices' reflected combination of 'create new 
revenue streams' and 'develop new economic models.' 

N = 
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Table 4.23: Station perception of digital benefit 

Responding group 

Public 

LPTV 

Commercial 

Religious 

SD Mean 

47 

10 

2 3 

2 1 

1.19 

2 . 1 8 

1.57 

1.94 

5 . 9 1 

3 . 1 0 

3 .00 

2 . 8 1 

Responding group Compared to Mean difference 

Public Religious 

Commercial 

LPTV 

3.10* 

2.91* 

2.81* 

Note: * indicates difference is significant at .05 level 
according to Scheffe test. Responses ranged from 'one' 
representing low benefit to 'seven' representing high 
benefit. 

N = 101 

F = 30.24, df = 100, p < .001 
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Table 4.24: Specific station benefits of digital 
conversion 

Benefit Responding group by number of responses 

Commercial Religious LPTV Public Totals 

More profits 

Bigger audiences 

Improved technical 
quality 

More public 
visibility 

No benefits 

Other 

Totals 

1 

0 

12 

0 

1 

Note: 'Other' responses included multicasting, data 
delivery and specialized channel content. 

N = 98 

3 

9 

25 

3 

6 

2 

24 

1 

12 

0 

20 

0 

5 

1 

10 

6 

1 

24 

44 

10 

24 

27 

98 
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Table 4.24: Continued 

Benefit Responding group by percentages 

Commercial Religious LPTV Public Totals 

More profits 

Bigger audiences 

Improved technical 
quality 

More public 
visibility 

No benefits 

Other 

Totals 

5 

0 

48 

13 

25 

9 

100 

5 

10 

20 

5 

60 

0 

100 

0 

10 

30 

0 

50 

10 

100 

2 

14 

14 

14 

2 

54 

100 

3 

9 

26 

10 

24 

28 

100 

Note: 'Other' responses included multicasting, data 
delivery and specialized channel content. 

N = 98 
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Table 4.25: Planned economic response based on perception 
of digital benefits 

Benefits (all stations) Top responses 

Improve model New revenue choices 

High 15 (29%) 32 (62%) 

Low 7 (18%) 22 (56%) 

Benefits by group Top responses 

Improve model New revenue choices 

Religious high 2 (15%) 1 (8%) 

Religious low 1 (8%) 9 (69%) 

Low-power high 0 (0%) 3 (43%) 

Low-power low 1 (14%) 3 (43%) 

Commercial high 2 (11%) 4 (22%) 

Commercial low 4 (22%) 8 (45%) 

Public high 11 (28%) 27 (68%) 

Public low 1 (2%) 1 (2%) 

Note: High benefits defined by those who responded '5, 6 
or 7' to question 21. Low benefits defined by those 
who responded '1, 2 or 3' to question 21. 'New 
revenue choices' reflected combination of 'create new 
revenue streams' and 'develop new economic models.' 

N = 76 

X^ = 0.53, df = 1, p = .47 
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Table 4.26: Correlation between perception of benefit and 
attitude toward selling among stations that 
perceived low benefits 

Responding group N 

Religious 

Commercial 

Low-power 

21 

23 

10 

- . 4 6 

- . 1 9 

- . 1 5 

. 2 1 

. 0 4 

. 0 2 

. 0 3 * 

. 3 6 

. 6 9 

Note: *indicates difference was statistically significant 
at the .05 level. Public stations were not included 
because their perception was categorized as 'high 
benefit' (see Table 4.23). 
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CHAPTER V 

DISCUSSION 

Analysis 

The hypotheses were examined not only in light of 

quantitative data, but also in regard to supplemental 

qualitative data. On April 16, 2002, in-depth interviews 

were conducted with representatives from the four major 

responding groups of stations. The interviews were 

conducted because of the low response rate, and the 

information was used to supplement quantitative data. 

According to Hi, commercial stations would be more 

likely than other stations to develop new means of revenue, 

whether new economic models or alternative revenue streams, 

as a response to digital conversion. But the quantitative 

data suggested a lack of support for Hi. Frequency 

distribution did not indicate that commercial stations were 

more likely than other stations to develop new means of 

revenue (see Table 4.4). 

This was also reflected in other data regarding 

commercial stations. Such stations had the highest 

confidence in their ability to sustain post-digital revenue 

(see Table 4.3) and the highest assessment of their own 
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individual financial health (see Table 4.8). In addition, 

commercial stations had the highest assessment of their 

primary revenue source (see Tables 4.9 and 4.10), and were 

somewhat optimistic regarding future revenues (see Table 

4.11). These results would seem to argue against the need 

for commercial stations to develop new revenue sources. 

Qualitative data also supported this conclusion. An 

interview was conducted with Charles Collins, station 

manager at WLTZ television in Columbus, Georgia. WLTZ is a 

commercial station affiliated with the NBC network and 

owned by Lewis Broadcasting. On May 1, 2002 WLTZ became 

the first station in the Columbus market to convert to 

digital technology, with estimated conversion costs of one 

million dollars. 

According to Mr. Collins, high conversion costs and 

continuing economic uncertainty have prevented the station 

from exploring alternative revenue possibilities. "We 

haven't figured out how to recoup the costs yet, so we have 

to bite the bullet," he said. "We don't know what we're 

doing, so we'll convert as we go along. That means we'll 

do what we're doing now and simply convert the signal to 

digital" (C. Collins, personal interview, April 15, 2002). 
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Mr. Collins ruled out alternative revenue models such 

as multicasting. Even though the station has the 

capability of multicasting, he did not see it as a viable 

alternative. "We need time to figure out what's going on," 

he said. "We're going the cheapest way possible for the 

time being" (C. Collins, personal interview, April 16, 

2002) . 

There was support for H2, which predicted that public 

stations would be more likely than other stations to 

improve existing economic models as a response to digital 

conversion. Based on responses, public stations were more 

likely than other stations to stay with the economic status 

quo (see Table 4.4). Public stations also have fairly 

optimistic projections about future revenue (see Table 

4.11), and were much more inclined to improve existing 

models as their top economic choice (see Table 4.7), 

This is despite the fact that many of these 

assessments by public stations are related to economic 

conditions. Because most public stations are dependent on 

viewer donations, their financial health is often tied to 

economic conditions that affect donation levels (see Table 

4.12). But despite the relatively high conversion costs 

for public stations (see Table 4.14), and the recent poor 
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performance of the national economy, most public stations 

do not see paying for the conversion as a burden they 

cannot overcome (see Table 4.15). 

Many of these observations were confirmed in an 

interview with John Henson of KTXT in Lubbock, Texas. Mr. 

Henson is the Associate Vice Provost for Telecommunications 

at Texas Tech University, which owns and operates KTXT. 

The station is an affiliate of PBS, and Mr. Henson 

estimated that conversion costs would run about five 

million dollars. 

According to Mr. Henson, the digital conversion 

process will not mean substantial economic changes for 

KTXT. "We will continue to depend on [government] grants," 

he said. "I don't foresee increased university support, 

which leaves underwriting and viewer support. But there's 

no doubt we can come up with the money for our [local] 

programming and network programs" (J. Henson, personal 

interview, April 16, 2002). 

Mr. Henson also indicated that public broadcasters in 

Texas were working on funding models as a group, through 

the Texas Public Broadcasters Association (TPBA). "The 

bigger stations have taken the lead in developing 

foundation and federal grants," said Mr. Henson, referring 
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to the traditional economic sources from which public 

broadcasters have relied on for support (J. Henson, 

personal interview, April 16, 2002). 

There was also support for H3 and H4, which predicted 

that that religious (H3) and low-power stations (H4) would 

be more likely to abandon, reduce or eliminate operations 

compared to other stations. Based on responses, a higher 

proportion of religious and low-power stations indicated 

they would sell the station or make no changes at all (see 

Table 4.4). These same stations also had the lowest 

assessments of their own ability to sustain revenue after 

the digital conversion (see Table 4.3), the lowest 

assessments of individual financial health (see Table 4.8) 

and the lowest assessments of their primary revenue source 

(see Table 4.9). 

The observations were confirmed in an interview with 

Ken Mikesell, general manager of WTGL in Orlando, Florida. 

WTGL is a non-commercial religious station owned by Good 

Life Broadcasting, which also owns a commercial religious 

station in Leesburg, Virginia. Although he would not give 

specific figures, Mr. Mikesell said the cost of converting 

a non-profit station was "horrific." 
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Because of high conversion costs, WTGL will not go 

digital for at least a year. "We feel we are being forced 

to sell a valuable asset to settle for a non-commercial 

station," said Mr. Mikesell. "This is a real problem for 

religious stations" (K. Mikesell, personal interview, 

October 10, 2001) . 

Mr. Mikesell added that WTGL needs to create new 

economic models, such as leasing unused spectrum space. 

But he said that the financial reality of the situation has 

not allowed the station to do that. "We are really 

struggling with this conversion," he said. There is no 

money to convert and I don't see any for several years. Am 

I missing something" (K. Mikesell, personal interview, 

October 10, 2002)? 

Greg Phipps owns two low-power stations, WOHL and 

WLQP, both in Lima, Ohio. Not all low-power stations have 

to convert to digital, but the conversion process still has 

a profound effect on LPTV stations. "The big danger is 

displacement," said Mr. Phipps. "Many stations are knocked 

off the air because bigger commercial stations need the 

space. Overall, the spectrum is really crowded and many 

low-power stations don't have channels to move to" (G. 

Phipps, personal interview, April 16, 2002). 
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Mr. Phipps said that while WOHL received Class A 

designation and was thus protected from displacement, WLQP 

was not protected. As a result, he said he would 

"seriously listen to any legitimate offer" to buy the 

station. "All I read in the industry papers is to brace 

and get ready for a wave of consolidation," he said. "The 

pundits say all the [low-power] stations will be bought up" 

(G. Phipps, personal interview, April 16, 2002). Such 

stations are attractive targets for larger media companies 

looking to expand their consolidation efforts. 

As a result of these conditions, Mr. Phipps said he is 

doing the digital conversion as cheaply as possible. He 

projects total conversion costs for the two stations at 

under $100,000. "Long range planning is really tough 

because there are so many questions," he said. "With no 

market and a small audience, we'll hang on to our analog 

signal as long as we can" (G. Phipps, personal interview, 

April 16, 2002) . 

There was little support for H5, which predicted that 

the higher the density of competing stations in a 

television market, the more likely individual stations 

would be to develop new means of revenue, either by new 

models or revenue streams. Data did not indicate that 
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certain groups of stations were more likely to have more 

competitors in their markets than other groups of stations 

(see Table 4.19). Stations were categorized as either 

high-density or low-density stations, depending on their 

answer to this question. Since the median response was 

four competing stations, respondents that listed three or 

fewer competitors were categorized as low density, while 

stations that listed five or more stations were categorized 

as high density. In terms of planned economic response, 

there was almost no difference between high-density and 

low-density stations (see Table 4.20). 

There was support of Hg, which predicted that stations 

having a higher regard of the impact of digital technology 

on station management would be more likely to improve 

existing economic models. According to the data, public 

stations attached the highest importance to the impact of 

digital technology on future station management (see Table 

4.21). In fact, an analysis of variance confirmed a 

significant difference between public and all other 

stations on this issue. Given the acceptance of H2, in 

which public stations were more likely to improve existing 

economic models, support for Hg was not surprising. 
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Hypotheses H7, Hg and Hg all related to how stations 

perceived the benefit of digital conversion and if that 

perception would have an effect on economic response. H7 

predicted that stations that viewed the conversion as 

having a positive benefit would be more likely to improve 

existing economic models. According to Hg, stations that 

perceive a low benefit would be more likely to develop new 

revenue streams or new economic models. Hg predicted that 

such stations would also be more likely to sell or reduce 

operations. 

Overall, there was a strong indication that perception 

of benefit did not play a role in station response. There 

was certainly no support for H7, in that stations that 

perceived a high benefit from digital conversion were not 

more likely to improve existing economic models. In fact, 

these stations reported that they were most likely to 

create outside revenue streams or develop new economic 

models. Improving existing economic models was only the 

third choice for these stations (see Table 4.25). 

There did seem to be some support for He, in that 

stations that perceived a lack of benefit from the digital 

conversion were more likely to seek new revenue 

opportunities. More than 60% of these stations reported 
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that they would look at new economic models or new revenue 

streams (see Table 4.25). But while this seems suggestive, 

remember that of the stations that did perceive a digital 

benefit, more than 56% also reported a commitment to seek 

new revenue opportunities. Thus, it cannot be said that Hg 

was supported. 

It was not entirely possible to either support or 

reject Hg because of the low response rate of this study. 

Only three responding stations indicated a willingness to 

sell, which simply did not provide enough data to 

adequately test the hypothesis. If anything, the 

hypothesis suffered from the fact that of the three 

respondents that indicated a willingness to sell, all three 

also indicated a high level of benefit from the digital 

conversion. Based on these responses and the low response 

rate, Hg could not be supported. 

This same problem with response rate also created 

difficulty interpreting Hio, which predicted that of 

stations that perceive low benefits from the digital 

conversion, religious stations would be more likely to 

avoid abandonment and going out of business. Religious, 

commercial and low-power stations all had very low 

perceptions of digital benefits (see Table 4.23). Of this 
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group, religious stations had very strong feelings about 

not selling (see Table 4.16), and put the most importance 

on maintaining control of the station (see Table 4.17). 

Among groups that perceived a low digital benefit, 

correlation showed that religious stations were more likely 

to resist selling the station and going out of business 

(see Table 4.26). Based on these data, there was support 

shown for Hio • 

The Oliver Model 

There seems to be some discrepancy in the Oliver 

model, in that the analyses showed support for only five of 

the 10 hypotheses tested. But further examination reveals 

that the model still has practical application to the 

current investigation. 

There is no doubt that the vast majority of stations 

have so far resisted implementing digital conversion. Of 

those stations that responded to the issue of a timetable 

for digital conversion (Table 4.1), only 11% currently 

broadcast a digital signal. Despite FCC mandates and 

looming deadlines, nearly half of the responding stations 

will still wait a year or longer to convert. 
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Much of this delay could be attributed to a perceived 

lack of economic benefit for the responding stations. When 

asked if station revenues would financially sustain the 

organization after the digital conversion (Table 4.3), the 

majority of respondents indicated that it would not. This 

type of delay or resistance fits in with the Oliver model. 

According to Oliver (1991), "The lower the degree of social 

legitimacy [or] economic gain perceived to be attainable 

from conformity, the greater the likelihood of 

organizational resistance" (pp. 160-161). 

While this idea of resistance helps explain why the 

majority of respondents have thus far delayed compliance, 

it does not explain the difference in response for 

different groups of stations (Hi, H^, H3 and H4) . Why was it 

that commercial and public stations were more likely to 

improve existing models, while religious and low-power 

stations were more likely to retrench or sell? 

It appears that in terms of the cause (see Table 2.8), 

high levels of legitimacy and efficiency created a high 

level of acquiescence. Oliver (1991) wrote, "When an 

organization anticipates that conformity will enhance 

social or economic fitness, acquiescence will be the most 

probable response" (p. 161). Even though the commercial 
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and public station respondents did not feel current station 

revenues would pay for the digital conversion, they did 

believe that the conversion would ultimately enhance the 

organization's economic fitness. 

This can be seen in responses to question 11, which 

asked respondents to make predictions about future revenue 

after the digital transfer. The majority of respondents 

answered that their post-digital revenue would increase, 

rather than decrease (see Table 4.11). This has apparently 

created a climate in which such stations are more likely to 

try and improve existing methods, rather than experiment 

with unproven models. One commercial station respondent 

commented, "We must provide more [of what we've been 

doing]. More news, more local coverage and more 

entertainment [will help] revenue growth." 

While there was support for H2 and the idea that public 

stations are more likely to improve existing economic 

models, the data (see Table 4.4) also indicated that of the 

four station groups, public stations (61%) were more likely 

to explore new revenue choices. 

This could be attributable to the difference in 

perception of digital benefits. By far, public stations 

perceived more benefit than did commercial stations (see 
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Table 4.23). Given this, the innate differences between 

public and non-public stations became apparent. One public 

station respondent wrote, "Public television views digital 

television as an opportunity to realize a mission, rather 

than as a source of revenue." 

Much of this difference comes from the fact that 

public stations receive government financial support. 

Public stations are much more beholden to the federal and 

state governments, corporations and private donors that 

will pick up much of the tab of conversion. Thus, public 

television exists as a dependent tool of multiple, often 

conflicting, constituencies. 

It may be that because of this high level of 

dependency, public stations are not driving the development 

of new economic models as much as they are trying to 

placate funding sources looking for a good return on their 

investments. We have seen that the federal government has 

shown a reluctance to fund conversion costs for public 

stations, perhaps leading public station executives to come 

up with inventive models and scenarios. Behrens (1998) 

says that while most non-public stations have emphasized 

the 'pretty picture' quality of digital television, public 

stations are lobbying legislators with the educational 
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value of digital's interactive and multicasting 

capabilities. Many of the public station respondents 

supported this, including one who wrote, "[We must] develop 

new economic and business models with regard to 

programming, content and service delivery under a digital 

environment." 

Thus, while public stations are still committed to 

improving existing economic models, they are seriously 

exploring alternative revenue choices. Thus, at the same 

time John Henson and KTXT seek to increase grants and 

viewer donations, they are also looking at such 

possibilities as multicasting, and using spectrum space to 

deliver college-level instructional material to a regional 

audience (J. Henson, personal interview, April 16, 2002). 

Data supported both H3 and H4, reinforcing Oliver's 

model for both religious and low-power stations. Obviously 

much of this was due to economics, in that religious and 

low-power stations do not have the same financial resources 

as other stations to help pay for the conversion. This can 

be seen in the responses to question 16 on how stations 

planned to pay for the digital conversion. Religious and 

low-power stations were significantly more inclined to sell 

the station or need alternative financial arrangements such 
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as loans and stock offerings, compared to other responding 

stations, which could rely much more on existing revenues 

(see Table 4.15). Such stations also received the highest 

number of sale offers (see Table 4.18). 

This analysis was further supported by individual 

respondent comments. One low-power station respondent 

wrote, "Conversion will be much more difficult [for us]. 

It will take several years, if ever, to recapture 

conversion costs." A religious station respondent said, 

"We are a missionary station. We don't have the resources 

to go digital." 

Religious and low-power respondents also indicated 

a reluctance to experiment with new or unproven management 

strategies. In particular, one religious station 

respondent remarked, "We must pay more attention to things 

proven to work and spend less time on speculation." 

Another religious station respondent wrote, "We are not yet 

ready to make changes." 

This also fits Oliver's model in that organizations 

with low consistency are less likely to acquiesce or 

compromise. According to Oliver (1991), "Defiance and 

manipulation strategies are predicted to occur most 
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frequently when consistency is low. The organization may 

unilaterally dismiss or challenge [outside requirements]." 

Low consistency was evident in several responses, including 

one low-power station owner who said, "Digital television 

is a burden, not a benefit. There are probably 1,200 

stations that will get nothing [from it]." Some religious 

station respondents remarked that the conversion only 

benefited the government. One remarked, "Digital is being 

done only so the government can make more money." 

There was very little support for H5, in that there was 

almost no difference between the economic responses of 

high-density stations and low-density stations (see Table 

4.20). This does not fit Oliver's (1991) contention that, 

"Environments that are highly fragmented or purely 

competitive impede the spread of institutional consensus 

and conformity" (p. 171). However, it does seem to support 

Greve's work on mimetic adoption. 

The results for H7, Ha and Hg reflected the current 

context of uncertainty in the broadcasting industry. It 

was assumed that perception of benefit would lead stations 

to make different economic decisions, and there was a 

significant difference in how stations perceived digital 

benefits (see Table 4.23). Yet, this did not translate 
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into a significant difference in terms of economic response 

(see Tables 4.24 and 4.25). 

It is likely that contextual uncertainty influenced 

this outcome. For example, when asked to name the most 

important factor that would affect future station revenue, 

respondents from the station groups had strongly divergent 

opinions (see Table 4.13). According to Oliver (1991), "In 

the context of uncertainty, organizations are also more 

likely to imitate other organizations. Acquiescence, 

compromise and avoidance strategies will be most likely to 

occur" (p. 170). Most respondents, especially those at 

commercial stations, indicated a high level of uncertainty 

regarding digital television. For example, half of the 

commercial broadcasters indicated they had not even begun 

investigating new ways of producing revenue for the digital 

conversion (see Table 4.2). 

Individual responses also reflected a high level of 

uncertainty. One respondent from a commercial station 

remarked, "We hope a better signal and program content will 

lead to more sales, but it's hard to predict." A low-power 

respondent wrote, "We don't see any viable economic models 

in the next two or three years." In a similar vein, a 

religious station respondent commented, "We are really 
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struggling. There isn't enough money for conversion and we 

won't see income for several years." 

This uncertainty apparently created a situation in 

which stations felt more comfortable exploring options 

previously tested or considered by early adopters. For 

example, WRAL-TV in Raleigh, North Carolina, is 

acknowledged as a pioneer in digital television, producing 

digital programming as early as 1997. WRAL also became one 

of the first stations to explore the revenue possibilities 

of datacasting (inserting Internet data into the digital 

television signal) by continually broadcasting its online 

material beginning in January 2000 (Cripps, 2000). 

It appears that many stations are considering 

following the lead of WRAL. Datacasting is one of the most 

popular options now under consideration by responding 

stations. The responses also reflect the mimetic 

strategies of both group and stand-alone stations, 

consistent with a high degree of uncertainty in the 

environment. 

Such activity is consistent with both Rogers diffusion 

of innovations and Greve's mimetic adoption theories. 

According to Greve (1998): 
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Entry into a new market position is usefully 
modeled as a diffusion process where an 
important driver is imitation of early adopters. 
The results is a selective diffusion of new 
market positions, (p. 983) 

Rejection of H?, Ha, and Hg leads to the presumption 

that in terms of digital television, Oliver's ideas about 

consistency do not fit as well. Oliver (1991) wrote that 

organizations will react differently to outside pressures 

depending on their level of consistency, or how compatible 

they perceive the outside pressure with their own goals. 

But in this study, there was little difference in response 

between stations that perceived digital television as a 

great benefit and those stations that perceived no benefit 

at all. 

In terms of coercion and consistency, there should 

have been differences between the responding groups. 

According to Oliver (1991), "Acquiescence best serves the 

organization's interests when legal coercion is high. When 

[coercion is] more moderate, organizations often seek 

compromises" (p. 169). But since the FCC mandate and 

threat of sanctions applies almost equally to stations, the 

level of coercion is roughly the same for all respondents, 

making it a less relevant factor for predicting response. 
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A more plausible explanation goes back to contextual 

uncertainty and Greve's mimetic adoption. Greve (1996) 

hypothesized that in a differentiated market, new adopters 

are more likely to adopt previous or similar positions. 

The various applications of digital technology 

(datacasting, multicasting, sale of unused spectrum, etc.) 

allow for more differentiation within the broadcasting 

industries. In such an environment, stations can adopt 

similar positions without direct competition. This is 

particularly true for geographically dispersed markets such 

as broadcasting stations. 

Given the findings thus far, support for Hio was not 

surprising, and indicative that not all station response is 

mimetic. We have seen how religious stations had the 

lowest perception of benefit among all responding groups 

(see Tables 4.23 and 4.24). In addition, H3 correctly 

predicted that religious stations would be more likely to 

sell compared to other responding stations. 

It is important to note that Hio likely reflected an 

involuntary choice. Religious stations are more likely to 

sell because environmental and economic factors force them 

to, not because they want to. According to Ken Mikesell of 

WTGL in Orlando, Florida, "The only way to make it is to 
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sell one of our [religious] stations to pay conversion 

costs for the other" (K. Mikesell, personal interview, 

October 10, 2001) . 

Much of this has to do with a lack of consistency in 

regards to digital television. Many religious stations are 

still tied to the economic model of viewer donations, which 

may not improve with the advent of digital technology. A 

clearer picture or more program offerings does not 

necessarily translate into increased viewer support. As 

one religious station respondent wrote, "Viewer support and 

economic changes dictate our revenue stream, [not digital 

technology]." Another religious station respondent agreed, 

adding, "Today's younger generation is less likely to 

donate [than their parents]." 

All of this fits in with Oliver's model. Regarding 

inconsistency, she wrote: 

Organizations may also lack the capacity to 
conform when consistency is low. Both the 
willingness and ability of organizations to 
accept and conform to institutional rules or 
expectations may be circumscribed by a lack 
of consistency. (1991, p. 165) 

Limitations 

All of these findings must be considered within the 

context in which the study took place. Specifically, 
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respondent concerns about environmental uncertainty, 

audience viewing patterns and worsening economy make their 

responses extremely volatile. 

There was an overwhelming feeling of uncertainty among 

the respondents regarding the digital conversion. Typical 

of the responses was what one public station executive 

wrote, "Things are very uncertain. We still lack a 

successful [business] model." A stand-alone commercial 

station responded added, "There is more expense, but we 

don't see any additional income." 

Almost as many respondents believed that the digital 

conversion would only exacerbate growing problems with 

audience erosion. "We will see more audience erosion," 

wrote one commercial station respondent. "Multiple channel 

capacity will create even more competition." This was a 

particular concern for public and religious station 

respondents who rely so heavily on viewer donations. "We 

are seeing changes in donative behavior," wrote one public 

station respondent. Another said, "Membership and giving 

trends continue to decrease." 

It is also important to consider the economic time 

frame in which the study took place. The national economy 

showed consistent weakening throughout 2001, and when it 
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showed signs of recovery, the terrorist attacks in 

September delivered another serious blow. "it will take 

[our station] many years to recover from September 11," 

wrote one public station respondent. 

The weak national economy had a trickle-down effect 

that hindered growth for many stations on the local level. 

"Our area manufactures a large percentage of this country's 

optical fiber cable," wrote one respondent from a 

commercial station. "This industry is currently reducing 

its work force." One public station respondent commented, 

"Our state economy is poor, which means we get less 

revenue." 

Thus, the results of this study could be considered 

only a "snapshot" of a particular moment within the 

evolving digital landscape. It is possible that changes in 

any of these factors could change the attitudes and 

responses of station executives regarding digital 

television. 

Another limiting factor was the response rate to the 

questionnaire. Dillman (2000) has written that valid 

scientific research requires response rates around 70% or 

higher, and this study did not achieve that level. Some of 

the poor response was explained due to the events after the 
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terrorist attacks (see Chapter IV). Higher response rate 

might have greatly influenced the results and allowed for 

more detailed data analysis. 

Implications 

The findings of this study have important implications 

for U.S. television stations, similar media industries, and 

for the Oliver model. 

Television stations now operate in an environment of 

great uncertainty and volatility. Many stations reported a 

lack of information necessary to make coherent business 

decisions regarding digital technology. For these 

stations, the great unknown of digital conversion has made 

short- and long-term economic planning extremely difficult. 

Despite this fact, stations have plowed ahead with 

digital planning, and will likely have to do so with 

minimal government guidance and direction. The FCC 

continues to maintain a free market approach to digital 

television, preferring to let the stations work out these 

myriad problems for themselves. 

At the same time, the FCC has also pushed hard for 

faster digital implementation, determined that consumers 

should have digital access as quickly as possible. For 
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example, in April 2002 FCC Chairman Michael Powell proposed 

voluntary guidelines to speed the digital transition 

process. According to these guidelines, television 

stations should start broadcasting at least 50% of their 

schedule in a digital format, whether that format is high 

definition, multicasting, or interactive programming 

("Proposal for," 2002). 

But while these guidelines seek to give consumers 

"something significantly different than what they currently 

receive" ("Proposal for," 2002, fl), according to the FCC, 

they also ignore the fact that such initiatives have not 

been proven economically successful, or even workable for 

local stations. If the FCC has come down squarely on the 

side of consumers in the digital transition, it only 

reinforces how difficult decision-making has become at 

local television stations. 

Yet, despite these difficulties, most stations still 

seem extremely reluctant to give up just yet. In a time of 

great environmental uncertainty, extreme industry pessimism 

and a poor national economy, only three responding stations 

(2%) indicated plans to sell. Thus, even though stations 

do not yet know how to develop their 'ocean-front" 
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they do believe that such property is still extremely 

valuable. 

The implications for similar media industries are much 

the same. The uncertainty of the digital conversion 

touches not only local television stations, but also 

ripples out to cable, direct broadcast, broadband services, 

etc. For example, local broadcast stations have drawn the 

cable industry into an extensive battle over the issue of 

•digital must-carry,' which regards how much expanded 

digital programming cable operators will have to carry on 

their systems. 

Other media are also involved to the extent that the 

FCC is using them to push forward a digital transition 

agenda. Powell's proposals, for example, would require 

most cable systems to reserve up to 50% of their 

programming space to the digital offerings of local 

stations, all at no cost. Direct broadcast satellite 

systems would also face the same requirements ("Proposals 

for," 2002). While the FCC indicated that these guidelines 

are still voluntary, it has made clear its intent. The 

result for these related media industries is the same type 

of uncertainty and precarious planning problems as local 

television stations. 
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In terms of the Oliver model, results of the study 

reinforced the notion of television stations as very unique 

organizations. This uniqueness only goes to a certain 

point, as evidenced by the fact that the Oliver model fit 

very well for certain circumstances. But unlike other 

organizations, television stations operate in an indirect 

economic context. Profit is not made directly from the 

viewing public, but indirectly from advertisers. It is 

this uniqueness that perhaps best describes why the Oliver 

model failed in certain circumstances in this study, and 

why the work of Greve (1998) and Rogers (1983) may have 

been more appropriate. 

But is should also be noted that recent literature has 

already predicted the demise of the advertising model (see 

Chapter II). If that does come to pass, and the television 

economic model becomes more directly connected to consumers 

(for example, through a pay-per-view scheme), it is 

possible that the Oliver model will become even more 

relevant and appropriate to the study under discussion. 

Future Research 

The limitations of the study suggest the need for 

investigation over a longer period of time. A useful 
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approach might be investigating station response during 

several distinct time periods. For example, response could 

be measured before the digital conversion, shortly after 

the conversion, and then a period of years after the 

conversion. This would allow the researcher to account for 

volatility in the environment, such as the economy or 

government activity. It could also measure how 

respondents' attitudes and activities regarding digital 

television have changed over time. This would give the 

researcher a greater breadth of information regarding the 

actual impact of the digital conversion. 

The results also suggest that perhaps future studies 

should concentrate more on the differences within each 

group of stations. The difference between stations, such 

as public, religious and commercial, are big enough as to 

make comparison difficult. It might be more useful to 

study the differentiation in each of these groups, such as 

responses between religious group stations and religious 

stand-alone stations. The response to this particular 

study was not large enough to make valid conclusions in 

this area. 

A more detailed study of individual stations groups 

might also provide more insight as to motivations for 
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economic actions. This particular study focused more on 

the 'what' of specific economic response. A case study 

approach would take the investigation to the next logical 

step: 'why do groups of stations (or even individual 

stations) make the economic responses they do? That would 

certainly provide more depth to the current study. 

Conclusions 

Despite lack of support for some hypotheses, the 

Oliver model seemed a good fit for this study. This was 

particularly true for religious and low-power stations, and 

to a certain extent, commercial stations. Public stations 

are so vastly different by nature than the other groups of 

stations, that they did not seem to fit the model as well. 

Certain factors, especially cause and context, were 

shown to be better predictors of station behavior. In 

terms of cause, it was shown that economic and social 

fitness was a strong predictor of station response. 

While most stations did not see any immediate benefit to 

the digital conversion, some did believe that it would 

ultimately enhance their operations. Such stations were 

more likely to improve existing economic models and revenue 

streams, regardless of ownership patterns. 

162 



Cause was also a reliable predictor for religious and 

low-power stations, which were shown to be much more likely 

to abandon or reduce operations. Such stations expected 

much lower levels of legitimacy and efficiency as a result 

of the digital conversion. 

Context was also important to station response, in 

that digital television has created a high degree of 

uncertainty. High levels of uncertainty led to more 

mimetic response on the part of stations, which is why 

certain hypotheses that predicated differentiation were not 

supported. Mimetic response in these areas not only 

supported Oliver's model, but also theories advanced by 

Greve (1998) and Rogers (1983). The work of Greve and 

Rogers also seemed to offer important support in those 

areas where the Oliver model did not fit as well. 

While a high degree of uncertainty exists in the 

current television environment, there was an overwhelming 

sense that the digital conversion required stations to 'do 

something.' Looking at all stations as to their planned 

response to digital conversion, less than 10 percent 

indicated that no change would be made. 

But it appears that the economic changes are slow and 

tentative. While stations are trying to 'do something,' 
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the support for Hi and Hj indicated that environmental 

uncertainty has forced many stations to 'play it safe,' and 

try to improve existing economic models rather than create 

new ones. When asked to identify the strength of 

attachment to certain economic options, station managers 

felt much more inclined to go with tested economic models 

(see Table 4.6). 

Again, these responses could likely change as the 

digital era moves forward, and station managers get more 

access to information that makes long-range planning 

easier. Utilizing extra bandwidth is currently an 

attractive possibility, whether in the form of 

multicasting, data broadcasting or sale/lease of additional 

spectrum space (see Table 4.5). 

Exactly what specific response stations will 

ultimately make remains to be seen. But many of them face 

the same situation as Alabama Public Television. Judy 

Stone, executive director of Alabama PTV, figured that 

starting next fall the organization needs to $2.5 million 

dollars a year from the state legislature. "Failure," she 

said, "is not an option" (Behrens, 1998). 
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APPENDIX A 

SURVEY INSTRUMENT FOR STAND-ALONE, LPTV. 

RELIGIOUS AND PUBLIC STATIONS 

Please answer each question as completely as possible. 
There are 32 questions, and it should take no more than 10-
15 minutes. 

1. Are you empowered to make financial and/or strategic 
planning decisions for this station? Please mark an 'X' 
in the appropriate bracket [X]. 

[ ] Yes 
[ ] No 

If you answered 'Yes' to Question 1, please continue with 
the questionnaire. If you answered 'No,' please return 
this questionnaire to me and indicate the appropriate 
person to contact. 

2 . When do you anticipate to be broadcasting on-air in 
digital? Place an 'X' in the most appropriate box: 

[ ] We are already broadcasting in 
digital 

[ ] Within the next 6 months 
[ ] Between 6 months to 1 year 
[ ] Longer than 1 year 

3 . Has your station begun work investigating or developing 
new ways of producing revenue for the transfer to digital 
broadcasting? Place an 'X' in the most appropriate box: 

[ ] Yes, we have begun work 
[ ] No, we have not 
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4. In your opinion, will current station revenues 
financially sustain this station at its current level of 
operation, after the transfer from analog to digital 
broadcasting? Using the following scale, please place an 
'X' in the one most appropriate bracket: 

D e f i n i t e l y 
w i l l n o t 

1 
[ ] 1 ] [ ] 

Definitely 
will 

6 7 
[ ] [ ] 

What, if any, changes are you considering to meet the 
economic demands of the digital transfer? Please rank 
your top three answers by placing a number in the most 
appropriate box. Use the number '1' for your most likely 
change, the number '2' for the next most likely change 
and the number '3' for the third most likely change: 

Improving existing economic model 
Developing new economic models 
Creation of outside revenue streams 
Selling the station 
No changes planned 
Other (specify in the space below): 

6. For your top choice in #5, what specifically are 
you considering? For example, if you listed 'creation 
of outside revenue streams,' what specific type of 
revenue steam is it? 
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Considering the choices you made in questions 5 and 6, 
how strongly do you feel that those changes will take 
place? Using the scale below (with '1' representing an 
unlikely change and '7' representing almost certain 
change), place an 'X' in the most appropriate box for 
each of your 3 choices: 

Very likely 

it will not happen 
Very likely 
will happen 

Choice #1 

Choice #2 

Choice #3 

1 

[ ] 

1 

[ ] 

1 
[ ] 

2 

[ ] 

2 

[ ] 

2 

[ ] 

3 

[ ] 

3 

[ ] 

3 

[ ] 

4 
[ ] 

4 
[ ] 

4 

[ ] 

5 

[ ] 

5 

[ ] 

5 

[ ] 

6 

[ ] 

6 

[ ] 

6 

[ ] 

7 

[ ] 

7 

[ ] 

7 

[ ] 

How would you characterize the overall economic or 
financial health of your station? (By 'financial 
health,' we mean the relationship between total station 
revenues and total station expenditures). Using the 
scale below, place an 'X' in the most appropriate box: 

Extremely poor 
financial health 

Extremely good 
financial health 

1 

[ ] 
2 

[ ] 
3 

[ ] 
4 
[ ] 

5 
[ ] 

6 

[ ] 

7 

[ ] 

What has been your primary revenue source, in terms of 
greatest source of revenue, during the past five years 
of operation? (If you haven't been there five years, 
please list the greatest source of revenue during your 
tenure) . Place an 'X' in the most appropriate box: 

[ ] Local advertising 

[ ] Viewer support 
[ ] Alternative revenue streams 
[ ] Other (specify in the space below): 
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10. For your particular station, how would you characterize 
this primary revenue source over the past five years, or 
during your tenure? (By 'good,' we mean what you would 
consider a satisfactory level of revenue, while 'poor' 
would be unsatisfactory). Using the scale below, place 
an 'X' in the most appropriate box: 

Extremely poor/ 
unsatisfactory 

Extremely good/ 
satisfactory 

1 

[ ] 

2 

[ ] 

3 

[ ] [ ] 

5 

[ ] 

6 

[ ] 

7 

[ ] 

11. Again, for this particular station, what predictions 
would you make about this primary revenue source for the 
coming five years? Using the scale below, place an 'X' 
in the most appropriate box: 

Will decrease 
substantially 

Will increase 
substantially 

[ ] [ ] 

3 

[ ] [ ] 

5 

[ ] 

6 

[ ] 

7 

[ ] 

1 9 What factors, if any, caused you to make the prediction 
you did in Question 11? Please rank your top three 
answers by placing a number in the appropriate boxes. 
Use the number '1' for the most likely cause, the 
number '2' for the next most likely cause and the 
number '3' for the third most likely cause: 

[ ] Changes in revenue 
[ ] Changes in costs of operation 
[ ] Changes in local media competition 
[ ] Changes in audience size or patterns 
[ ] Changes in condition of 

local/regional economics 
[ ] Changes in economic operation or 

efficiency of station 
[ ] No changes anticipated 
[ ] Other (specify in the space below): 
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13 Considering the three choices you made in question 12 
how strongly do you feel that those changes will take 
place? Using the scale below, place an 'X' in the 
appropriate box for each of the three choices you 
listed, with '1' representing an unlikely change and 
'7' representing almost certain change: 

Very likely 
it will not happen 

Choice #1 1 

[ ] 
2 

[ ] 
3 

[ ] 
4 

[ ] 

Very likely it 
will happen 

5 

[ ] 
6 

[ ] 
7 

[ ] 

C h o i c e #2 1 2 3 4 5 6 7 

M [ ] [ ] [ ] [ ] [ ] [ ] 

C h o i c e #3 1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

14. We would like a little more information about questions 
12 and 13. Please explain and give more detail about 
the specific changes you believe will affect your 
station: 

15. For this particular station, what was/is the total cost 
of the change to digital broadcasting, including the 
cost of equipment, facilities and manpower? In other 
words, how much have you spent or do you expect to 
spend in total to convert to digital? Place an 'X' in 
the most appropriate box: 

less than $250,000 
$250,001-$500,000 
$500,001-$1,000,000 
$1,000,001-$2,500,000 
$2,500,001-$5,000,000 
$5,000,001-$10,000,000 
more than $10,000,000 

179 



16. How does your station plan to primarily finance the 
upgrade? Place an 'X' in the most appropriate box: 

[ ] existing revenues 
[ ] alternative revenue streams 

(multicasting, data streaming, 
etc. ) 

[ ] alternative financial arrangements 
(loans, stock offerings, etc.) 

[ ] selling the station 
[ ] other (specify in the space below): 

17. How would you describe your attitude toward selling the 
station at the present time? Using the scale below, 
place an 'X' in the most appropriate box: 

Definitely not Definitely interested 
interested in selling in selling 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

How important is it for you or your family/partners to 
maintain business control of this station? Using the 
scale below, place an 'X' in the most appropriate box: 

Not important at all Extremely important 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

19. How many legitimate offers to buy the station have you 
received in the past 12 months? (By legitimate, those 
offers that you would seriously consider strictly from 
a financial standpoint). Place the appropriate number 
in the box: 

[ ] number of legitimate offers 
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20. When considering future changes to the way the station 
is managed, operated and/or sold, how important is the 
impact of the digital conversion? 

Not important at all Extremely important 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

21. How do you perceive the benefits of digital 
television to your station? 

No benefits Tremendous 
at all benefits 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ 1 M 

22 What specific benefits do you believe digital 
television will have for your station? Please mark 
an 'X' in the one most appropriate bracket: [X]. 

[ ] increased profits 
[ ] increased audience size 
[ ] increased technical quality 
[ ] increased station visibility 

with public 
[ ] no benefits observed/expected 
[ ] other ___ 
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Personal information 

Finally, we'd like to ask some questions about yourself. 
These will help us when comparing results with other 
stations and broadcasting executives. Please put either an 
'X' or the requested information in the appropriate box: 

23. What year were you born? 

[ ] year of birth 

24. What is the highest level of education you have 
completed? 

] less than high school 
] high school or GED 
] junior college or technical college 
] 4-year college or university 
] Master's degree 
] Ph.D. or other terminal degree 

(J.D., etc.) 

25. What do you consider to be your area of professional 

expertise? 

[ ] Journalism 
(including broadcast media) 

[ ] Telecommunications 
(cable, Internet, satellite, etc.) 

[ ] Media technology 
(digital, new media, etc.) 

[ ] Business and/or Economics 
[ ] Advertising/Sales 
[ ] Law 
[ ] Other (specify in space below): 

26. What is your position at the station or within its 

company? 

(position in company) 
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27. How many years of experience do you have in broadcast 
television management? 

[ ] years of experience 

28. What is the market size for your station, as defined 
by audience size? 

number of viewers 

29. How many other commercial television competitors do 
you have in this market (not counting imported cable 
signals)? 

[ ] number of local competitors 

30. Please mark with an 'X' your station's network 
affiliation, if applicable: 

CBS 
ABC 
NBC 
Fox 
UPN 
WB 
Pax 
Independent 
Other (please indicate in space below): 

31. Does your station produce and air a local newscast? 

[ ] Yes 
[ ] No 

32. Approximately how many employees work at your 
television station? 

[ ] approximate number of employees 
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Feedback 

Thank you for your participation in this project. Your 
input and opinion is important. Please feel free to use the 
space below to make any additional comments. If you have 
any further questions about the research, feel free to 
contact me at 806/742-3385 or bradley.schultzittu.edu. 

Additional comments: 
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APPENDIX B 

SURVEY INSTRUMENT FOR GROUP-OWNED STATIONS 

Please answer each question as completely as possible. 
There are 27 questions, and it should take no more than 10-
15 minutes. 

1. Are you empowered to make financial and/or strategic 
planning decisions for these stations? Please mark an 
'X' in the appropriate bracket [X]. 

[ ] Yes 
[ ] No 

If you answered 'Yes' to Question 1, please continue with 
the questionnaire. If you answered 'No,' please return 
this questionnaire to me and indicate the appropriate 
person to contact. 

2. When do you anticipate to be broadcasting on-air in 
digital for at least one station? Place an 'X' in the 
most appropriate box: 

[ ] We are already broadcasting in 
digital 

[ ] Within the next 6 months 
[ ] Between 6 months to 1 year 
[ ] Longer than 1 year 

3. Has your organization begun work investigating or 
developing new ways of producing revenue for the 
transfer to digital broadcasting? Place an 'X' in the 
most appropriate box: 

[ ] Yes, we have begun work 
[ ] No, we have not 
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In your opinion, will current station revenues 
financially sustain this station at its current level of 
operation, after the transfer from analog to digital 
broadcasting? Using the following scale, please place 
an 'X' in the one most appropriate bracket: 

Definitely 
will not 

Definitely 
will 

[ ] [ 
7 

What, if any, changes are you considering to meet the 
economic demands of the digital transfer? Please rank 
your top three answers by placing a number in the most 
appropriate box. Use the number '1' for your most likely 
change, the number '2' for the next most likely change 
and the number '3' for the third most likely change: 

Improving existing economic model 
Developing new economic models 
Creation of outside revenue streams 
Selling the station 
No changes planned 
Other (specify in the space below): 

For your top choice in #5, what specifically are 
you considering? For example, if you listed 'creation 
of outside revenue streams,' what specific type of 
revenue stream is it? 
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Considering the choices you made in questions 5 and 6, 
how strongly do you feel that those changes will take 
place? Using the scale below (with '1' representing an 
unlikely change and '7' representing almost certain 
change), place an 'X' in the most appropriate box for 
each of your 3 choices: 

Very likely Very likely 
it will not happen will happen 

C h o i c e # 1 1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

C h o i c e #2 1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

C h o i c e #3 1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

How would you characterize the overall economic or 
financial health of your station? (By 'financial 
health,' we mean the relationship between total station 
revenues and total station expenditures). Using the 
scale below, place an 'X' in the most appropriate box: 

Extremely poor Extremely good 
financial health financial health 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

What has been your primary revenue source, in terms of 
greatest source of revenue, during the past five years 
of operation? (If you haven't been there five years, 
please list the greatest source of revenue during your 
tenure) . Place an 'X' in the most appropriate box: 

[ ] Local advertising 
[ ] Viewer support 
[ ] Alternative revenue streams 
[ ] Other (specify in the space below): 
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10 For your particular station, how would you characterize 
this primary revenue source over the past five years, or 
during your tenure? (By 'good,' we mean what you would 
consider a satisfactory level of revenue, while 'poor' 
would be unsatisfactory). Using the scale below, place 
an 'X' in the most appropriate box: 

Extremely poor/ 
unsatisfactory 

1 2 

[ ] [ ] [ ] 
4 

[ ] 

5 

[ ] 

Extremely good/ 
satisfactory 

6 

[ ] 

7 

[ ] 

11. Again, for this particular station, what predictions 
would you make about this primary revenue source for the 
coming five years? Using the scale below, place an 'X' 
in the most appropriate box: 

Will decrease 
substantially 

Will increase 
substantially 

1 

[ ] 

2 

[ ] [ ] 

4 

[ ] 

5 

[ ] 

6 

[ ] 

7 

[ ] 

12. What factors, if any, caused you to make the prediction 
you did in Question 11? Please rank your top three 
answers by placing a number in the appropriate boxes. 
Use the number '1' for the most likely cause, the 
number '2' for the next most likely cause and the 
number '3' for the third most likely cause: 

[ ] Changes in revenue 
[ ] Changes in costs of operation 
[ ] Changes in local media competition 
[ ] Changes in audience size or patterns 
[ ] Changes in condition of 

local/regional economics 
[ ] Changes in economic operation or 

efficiency of station 
[ ] No changes anticipated 
[ ] Other (specify in the space below): 



13 
Considering the three choices you made in question 12, 
how strongly do you feel that those changes will take 
place? Using the scale below, place an 'X' in the 
appropriate box for each of the three choices you 
listed, with '1' representing an unlikely change and 
'7' -representing almost certain change: 

Very likely 
it will not happen 

Choice # 1 1 2 3 4 

[ ] [ 1 [ ] [ ] 

Very likely it 
will happen 

5 6 7 

] [ ] [ ] 

C h o i c e #2 1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

C h o i c e #3 1 
[ ] 

2 

[ ] 
3 

[ ] 
4 

[ ] 
5 

[ ] 
6 

[ ] 
7 

[ ] 

14. We would like a little more information about questions 
12 and 13. Please explain and give more detail about 
the specific changes you believe will affect your 
station: 

15. For these particular stations, what was/is the average 
total cost of the change to digital broadcasting, 
including the cost of equipment, facilities and 
manpower? In other words, how much have you spent or 
do you expect to spend in total on a per station 
average to convert to digital? Place an 'X' in the 
most appropriate box: 

less than $250,000 
$250,001-$500,000 
$500,001-$1,000,000 
$1,000,001-$2,500,000 
$2,500,001-$5,000,000 
$5,000,001-$10,000,000 
more than $10,000,000 
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16. How do your stations plan to primarily finance the 
upgrade? Place an 'X' in the most appropriate box: 

[ ] existing revenues 
[ ] alternative revenue streams 

(multicasting, data streaming, 
etc. ) 

[ ] alternative financial arrangements 
(loans, stock offerings, etc.) 

[ ] selling the station 
[ ] other (specify in the space below): 

17. How would you describe your attitude toward selling 
some or all of these stations at the present time? 
Using the scale below, place an 'X' in the most 
appropriate box: 

Definitely not Definitely interested 
interested in selling in selling 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

18. How important is it for you or your company to 
maintain business control of these stations? Using the 
scale below, place an 'X' in the most appropriate box: 

Not important at all Extremely important 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

19. How many legitimate offers to buy some or all of these 
stations have you received in the past 12 months? (By 
legitimate, those offers that you would seriously 
consider strictly from a financial standpoint). Place 
the appropriate number in the box: 

[ ] number of legitimate offers 
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20. When considering future changes to the way the station 
is managed, operated and/or sold, how important is the 
impact of the digital conversion? 

Not important at all Extremely important 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

21. How do you perceive the benefits of digital television 
to your station? 

No benefits Tremendous 
at all benefits 

1 2 3 4 5 6 7 

[ ] [ ] [ ] [ ] [ ] [ ] [ ] 

22. What specific benefits do you believe digital 
television will have for your station? Please mark 
an 'X' in the one most appropriate bracket: [X]. 

[ ] increased profits 
[ ] increased audience size 
[ ] increased technical quality 
[ ] increased station visibility 

with public 
[ ] no benefits observed/expected 
[ ] other ^ 
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Personal information 

Finally, we'd like to ask some questions about yourself. 
These will help us when comparing results with other 
stations and broadcasting executives. Please put either an 
'X' or the requested information in the appropriate box: 

23. What year were you born? 

[ ] year of birth 

24. What is the highest level of education you have 
completed? 

] less than high school 
] high school or GED 
] junior college or technical college 
] 4-year college or university 
] Master's degree 
] Ph.D. or other terminal degree 

(J.D., etc.) 

25. What do you consider to be your area of professional 
expertise? 

[ ] Journalism 
(including broadcast media) 

[ ] Telecommunications 
(cable, Internet, satellite, etc.) 

[ ] Media technology 
(digital, new media, etc.) 

[ ] Business and/or Economics 
[ ] Advertising/Sales 
[ ] Law 
[ ] Other (specify in space below): 
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26. What is your position at the station or within its 
parent company? 

(position in company) 

27. How many years of experience do you have in broadcast 
television management? 

[ ] years of experience 

Feedback 

Thank you for your participation in this project. Your 
input and opinion is important. Please feel free to use the 
space below to make any additional comments. If you have 
any further questions about the research, feel free to 
contact me at 806/742-3385 or bradley.schultz@ttu.edu. 

Additional comments: 
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APPENDIX C 

PRE-NOTIFICATION LETTER 

October 1, 2001 

Dear Station Executive: 

I'm writing to ask your help with an important research 
project at Texas Tech University. The study concerns the 
impact of digital broadcasting on television stations, and 
specifically those stations like yours. We are interested 
in assessing the impact digital technology will have on 
such stations, and we believe your response is important in 
this regard. 

In a few days, I'll send you a short questionnaire. Just 
fill it out and return it to me in the enclosed, pre-
stamped envelope I will provide. Please know that your 
confidentiality is assured. No individual names or 
stations will be connected to the responses. You may notice 
an ID number on the outside of the return envelope; that is 
simply for me to determine who has returned the survey and 
who hasn't so I can send out reminders. 

If you have questions or comments about this project, 
please feel free to contact me for more information. You 
can also contact Dr. Jerry Hudson, director of the Mass 
Communication Department at Texas Tech, who is directing my 
research in this area. 

I deeply appreciate your time and consideration, and look 
forward to hearing from you in the near future. 

Sincerely, 

Brad Schultz Dr. Jerry Hudson 
Dept. of Mass Communications Texas Tech University 
Texas Tech University Lubbock, TX 79424 
Lubbock, TX 79424 806/742-3385 
806/742-3385 
bradley.schultz@ttu.edu 
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APPENDIX D 

COVER LETTER AND QUESTIONNAIRE 

October 8, 2001 

Dear Station Executive: 

A short time ago, I contacted you about a survey project at 
Texas Tech University concerning the effect of digital 
technology on certain television stations. We want to 
assess the impact of the digital conversion on station 
management and economics, and we believe your response to 
this project is especially important. 

I have enclosed a short questionnaire and I hope your will 
take just a few minutes to fill it out. When you are done, 
just put it in the enclosed, stamped envelope and mail it 
back to me. The proper address is already on the envelope. 

As I mentioned earlier, your confidentiality is assured. 
No individual names will be connected to any station or 
group of stations in the study. You may notice an ID 
number on the outside of the envelope; that is simply to 
help me determine who has returned the questionnaire and 
who might need a follow-up reminder. 

The study findings could have enormous implications for 
executives at stations like yours. It will take some time 
to gather and assess the data from the questionnaires, but 
I would be happy to send you the findings when they become 
available. Again, if you have any questions regarding this 
project, you may contact me at any time. 

Many thanks for taking part in this project. As a 
broadcasting executive, your input is particularly 
valuable. If you have any questions, please let me know. 

Sincerely, 

Brad Schultz 
Dept. of Mass Communications/Texas Tech University 
806/742-3385 
bradley.schultz@ttu.edu 
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APPENDIX E 

E-MAIL REMINDER 

From the Mass Communications Department at Texas Tech 
University. 

Dear Station Executive: 

Let me begin by apologizing for the timing of the survey I 
mailed to your attention a few weeks ago. The mailing 
coincided with the much-publicized mailings of anthrax to 
television newsrooms across the country. Because of this 
unfortunate coincidence, it is understandable why many of 
you were reluctant to open the mailing and perhaps simply 
threw it away. 

If you did open the survey and return it, you have my 
sincere thanks. If you did not receive it, did not open it 
or perhaps discarded it, I would encourage you to 
reconsider. I have enclosed an attachment with this e-mail 
which contains the survey regarding digital television. If 
you have any concerns at all about the postal version of 
the survey, simply fill out the enclosed electronic version 
and return it to my e-mail address, which is listed below. 

In any event, your participation and input are considered 
invaluable to this project. If you have any questions 
about the survey or the research project, please don't 
hesitate to contact me or Dr. Jerry Hudson, who is 
directing my research in this area. 

Sincerely, 

Brad Schultz 
Hutcheson Professor of Mass Communication 
Texas Tech University 
806/742-3385, ext. 253 
bradley.schultz@ttu.edu 

Dr. Jerry Hudson 
Chair, Dept. of Mass Communications 
Texas Tech University 
806/742-3385 
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