
Ir^e/n2.

(jJOaU

^ ufecAiedl iL 

Mo^aj^ Oxk^
^ouajMe^i' Qi^tsti-ii^^,

CVP 

69.00^



ENTREPRENEURIAL GOVERNMENT'

mm
h amburgers ^

M- B

% &

ji M
'si^J

■mm
-m

iii!«:::.pH i;
Theflnlt-Drug

vimmsm

pei» i» vvtdiKCs: iHt tni>r.

1 ,[

laii

-: --m:a;-'.- , :^^ ps^:

iiliii

1

hi

a

m
m

Q
m$mAi|g

m

mBwm
mm.-m
mmmmmmmmmm

nousc vj^mc^.viij^aTOr^ 
Control Policy. If that s over­
stating the case, it’s not by 
much. Levitt, a 30-year vet­
eran of the civil service, is 

referring to the federal government’s 5-year, $1 bil­
lion campaign to eradicate youth drug abuse. The 
ads in the campaign, which was launched Uvo years 
ago, lias'e won kudos for their sopliistication and

SIhurn /.clla i< ,w ii"i.u.ii/f cf/ili'r .11 N.ition.il )ourn:il.

It s like .havi^ a root canal. Everybody’s got a tfet- ' 
ter rriedia slogan.'Someone always thinks we should 
be spending mote on methaniphetamines, or designer 
drugs, or crack cocaine.”

The criticisms don’t end then.-. Rep. Lucille Roy- 
bal-Allard, D-Calif, has fought unsuccessfully for 
two years to force the office to include anti-alcohol 
advertising in its campaign. In January, Web m.iga- 
zine S'u/uu ran an investigative article detailing an

(a ivi;unmi:n i i .xia :u i'ivi- / sci’ i itMiiiat ’iiiiii T7
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ONDCP policy that gave 
TV networks a break on 
their obligations to pro­
vide free air time to the 
drug control office for 
public service announce­
ments if popular TV 
shows featured dnig abuse 
in a negative light. Mem­
bers of Congress and 
newspaper editorial 
boards across the country 
lamb.asted ONDCP for 
stepping on First Amend­
ment rights. The policy 
was revoked.

Likewise, members of 
Congress became con­
cerned when Senpps-Howard News Service 
reported in June that ONDCP's Web site 
dropped electronic “cookies” into the com­
puters of visitors, tracking and recording 
their moves through the site. White House 
Chief of Stafl Joint Podest.a demanded that 
tlie practice cease immediately

In addition, minorit\'-owiied media out­
lets and advertising agencies, backed by the 
Rev. A1 Sharptoii and Reps. Carolyn C. 
Kilpatrick, D-Micli , and Robert Menendez, 
D-N.J., have complained loudly tliat 
ONDCP isn’t spending enough on them. 
When tlie drug policy office declined to 
purchase $.S million worth ot ads on Lilack 
EntertainmentTelevision this year, BET ex­
ecutives became so enraged that they de­
clined any anti-drug ads at all. “You snubbed 
your nose towards us with tokenism,” wrote 
BET executive vice president Louis Can- 
in a January letter to ONDCP director 
Barry McCaffirey.

The successes and failures of tlie drug 
control campaign mirror those faced by 
other federal agencies as they expand their 
use of paid advertising on television and ra­
dio, in print media and, increasingly, on the 
Internet. In its most recent stiidv of ativei- 
tising spending, Aih'crliiiiii^Agc magazine re­
ported that the federal government placed 
2.0th in expenditures, with a total of more 
tlian S500 million in spending Tliat puts 
Uncle Sam riglit behmd such major com­
panies as Sony Electromcs Inc. andViacom 
Inc , and ahead of corjiorate titans C.oca-Cola 
Co., Intel Corp., Honda Motor Co., ,ind 
Anlieuser-Busch (ais. Inc.

The study, which tracked I‘/AS s|iend- 
ing, does not include recent iiu reases m tlie 
government's ad budget. Indeed, m an ef­
fort to stem the decline in militai v recruit-

il*
Alan Levitt; ONDCP's ad campaign has 
won kudos and scrutiny.

merit, the armed service 
began to step up thei 
spending on advertisiiii 
last year. At the sanu 
time, the Census Bureai 
ran paid ads for the firs 
time ever, spending S20i 
million in an effort to raisi 
response rates to censu 
forms. The U.S. Min 
lavished more than S5( 
million on wide-rangini 
ad campaigns promotini 
50 conuiiemorative scat; 
quarters and the new 
golden dollar coin.

Several governnien: 
campaigns have woi 

praise for adopting the best practices of pri 
vate sector advertising. Census and Min; 
officials already are touting the success o 
tlieir ads in raising census response rates anc 
demand for new coins. A recent U.S. Ma 
fines campaign featuring a young man be­
ing transformed into a soldier after hglitin;. 
a dragon also has won accolades. But crit­
icism of some federal ad efforts by minori­
ties has dampened some of the enthusiasm 
and long-standing allegations of wasteful 
spending on ads and unfair competition 
with the private sector have persisted.

From PSAs to Prime Time
Until receiidy, the government relied mosdv 
on public service announcements to get tin. 
word out about such things as respondint 
to tlie census, the dangers of drugs and tin 
benefits of militaiy sendee. Ad agencies do 
nated the creative component and broadcas; 
nenvorks offered free air time.

The New York City-based Ad Counci 
has helped put together many of those ad- 
since World War 11, when it was founded b\ 
two industry trade groups. Council ad; 
brought to prominence pop culture icon 
SLich as Rosie the Riveter and Smokey Bear 
Slogans such as the Transportation Depart 
nient’s “Friends Don’t Let Friends Drivi 
Drunk” and Nancy Reagan’s “Just Say No’ 
were popularized on Ad Council public ser 
\ ice aimouncenients.

I’SAs remain an important part of gov 
ernment advertising, in January, for exam 
pie. Defense Secretary William Cohei 
announced that Hollywood stars Ton 
Cruise, Harrison Ford, Roben DcNiro.Ju- 
lia Roberts and Will Smith had agreed to ap 
pear in I’SAs promoting military service.

But I’SAs run onlv w-lien netss'orks havi

48 (lovniNMi'N'i i.xi:<:ui-ivi;.., sr.i>riiMiii-.K ziioii



nine to donate, so they tend to air at odd 
hours during less-popular programming. 
“With the economy .is good as it is and ad­
vertising space tighter and tighter, its harder 
and harder for the government to get its 
message across in the donated media envi­
ronment, says Donna Feiner, senior vice 
president of the Ad Council.

As a result, more agencies are turning to 
sophisticated paid advertising campaigns, and 
using PSAs only .as a supplement. Advertis­
ing agency e.xecutives say the strategizing 
that marks the latest ad campaigns by federal 
agencies rivals that of any corporate ,id blitz.

Large advertising agencies create the new 
federal ads. The creative content is evaluated 
in focus groups and by panels of e.\-perts. Ads 
aimed at middle-cl.ass Caucasian adults dif­
fer from those targeting second-generation 
Hispanic children, and they run on differ­
ent media oudets. Hired analysts ev.aluate the 
ads effectiveness. Many of the bureaucratic 
hassles that once marked the governments 
acquisition process have been removed to 
make it easier to contract for ad campaigns. 
Outside consultants are brought in to help 
evaluate the ad firms who compete for fed­
eral business. Some agencies are now of­
fering performance-based contracts that

compensate ad agencies 
in proportion to the suc­
cess of their campaigns.

ONDCP h.as used sev­
eral prominent outside 
firms in its campaign.
Leading the effort are 
Ogil\7 & Mather, a New 
York City-based adver­
tising agency with more 
than S8 billion in annual 
billings, and Fleishnian- 
HiUard, aSt. Louis-based 
public relations firm.
Mendoza Dillon & Aso- 
ciados designs ads for His- 
panics; Lopito, Ileana &:
Howne focuses on Puerto 
Kicans; Muse Cordero Chen and Partners 
and Persaud Brothers put together the 
African American and Asian and P.icific Is­
lander campaigns; and GAG Advertising is

A---®/

Carolyn C. Kilpatrick faulted ONDCP 
for slighting minority ad agencies.

subgroup conceivable. 
The campaign recently 
has released a barrage of 
ads aimed at influencing 
rural Americans.

Strategizing before the 
ONDCP ad campaign 
launched took nearly a 
year. Now, the National 
Institute on Drug Abuse is 
charged with reviewing 
the campaign’s effective­
ness every six months. It 
has awarded subcontracts 
to Westat Inc., the An- 
nenberg School of Com­
munications and the 
National Developmem 

and Research Institute to conduct the re­
views. “This is a very powerful and sophis­
ticated campaign, Levitt says. Though actu.il 
drug abuse numbers haven’t yet declined■ ^ “‘‘‘fa ■■uii.uLis iidvcni yet aeciinedcharged with influencing Native Americans. much, Lesttt points to fimt-year figures show-

Levttt s.iys every' ONDPC ad is rigorously mg the n.umber of children who say smok-
vettcd. Focus groups and panels of psy­
chologists who specialize in treating 
teenagers analyze the content. E.xperts in 
minoriry advertising analyze scores of ads 
aimed at practically ever)' ethnic group and

mg marijuana “is cool” went down 14 
percent. At the same time, the number of 
parents who said they began talking to their 
children more frequently about drug abuse 
rose 13 percent. “This is a social marketing

^#^f^§si6ndl Engiheeririfs^ces

soiutiorlkf^^i^engineering projects ' ‘ 
strategic plannin§^|6;life cycle management.

eteefet mmdUreds ofsiib-discipli,.ir/toi; awi ononmoreosofSiiD-fl/scipiines
http://pub.fss.gsa.gov/services/engineering
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campaign. It isn’t just getting someone to 
buy some product. It’s about changing be­
havior. That’s more difficult and longer 
term,” says Levitt.

Advertising experts say other agencies 
should follow ONDCP’s lead by spending 
more on ad campaigns and reorienting ads to 
more effectively reach target audiences.

A July study pre­
pared by advertising 
consultants at the 
Washington firms of 
Saw7er, Miller & Co. ' 
and Murphy, Pintak,
Gautier, Hudome criti­
cized the military’s cur­
rent ads for failing tc 
develop distinct “bran^ 
identities” for each service.
The consultants said only 
the Marine Corps has ef­
fectively developed a unique 
identity. The consultants 
urged the military to develop 
separate advertisements for 
different demographic groups 
and place more advertising on 
local television and the Internet.
In light of a 1999 study by po­
litical consultants Michael R. ^
Murphy and Carter D. Eskew, the Army, ] 
N.u's' and Air Force already are adopting 
performance-based contracts that reward j 
ad agencies that are successtul in boosting j 
recruitment numbers. |

The military is also significantly hiking irs ■ 
spending, a move that would have seemed 
incredible in the late 1980s and early 1990s, 
at the height of the post-Cold War defense 
downsizing. In 199.'^, military ad budgets 
had declined for six straight years. Sen. 
Dand Pryor, D-Ark., attacked the recipients 
of what was left of DoD’s ad budget on the 
floor of the Senate, railing against “big-city, 
Madison Avenue advertising agencies . . . 
who continue to get fat on the nulitary’s ad­
vertising dollars at the taxpayer’s expense.”

But in June the Army hired Chicago- 
based Leo Burnett Worldwide Inc., Cartel 
Creative, a Hispanic agency, and Images 
USA, an African American agency, to as­
sume a contract valued at approximately 
SI00 million a year, nearly double what the 
Army spent annually on ads during much 
of the 1990s.

The Air Force is reviewing proposals tor 
a new S50 million ad campaign. Last year, 
the Air Force ran its first paid television ad- 
vernsements and hired Siegel A Gale, a New

ils/on

-im
the U.S. Postal Service 
and Amtrak have both 

come under attack.
Private firms accuse the 

Postal Service of having an 
unfair advantage. Ads for 

Acela, Amtrak's high­
speed rail service have 

confused viewers.

York City firm, to de­
vise a new logo and 
slogan for the serxace. 
The move came af­
ter the Air Force 
missed its recruit­
ment goal for the 

first time in its history.
In June, the Na\7' also began seeking new 

agency applications. Last year, it conducted 
focus groups aimed ai shifting its advertis­
ing to target a new generation of recruits. 
It also began running a TV infomercial that 
focuses on the real life stories of Navy en­
listees. BBDO New York is overseeing the 
S34.5 million Navy ad budget this year.

Lavish spending on outside advertising 
firms marked the government’s other ma­
jor campaigns as well. The Census Bu­
reau worked with New York Ciy-based 
Young &; Rubicam, as well as several sub­
contractors charged with hitting minoriy' 
targets. The Mint shelled out S4(.) million 
just for the golden dollar campaign de­
vised by Dan Rosenthal Co., of Bethesda, 
Md. The ads featured a hip George Wash­
ington character touting the new coin 
while riding the subway, snorkeliiig and or­
dering Chinese take-out.

Missing Minorities
For many minoritv' leaders, the issue is not 
how much government is spending but 
where the money is going. In late 1998, the 
Federal Communications Commission rssued 
a study showing that minority-owned radio 
and television stations received lower ad­
vertising revenues than other stations with

■ similar ratings and pro- 
I gram formats. “It was a 
f wake-up call,” says Rep.

Kilpatrick. She and 
Menendez immediately 
launched discussions with 
advertising industry trade 
groups and urged them to 
educate their members 
about the discrepancies. Ad 
irms acknowledged the 
roblem, Kilpatrick said, but 

also fired back, charging that 
the government needed to ex­
amine its own practices as well.

As a result, Kilpatrick and Menendez 
asked the General Accounting Office to ex­
amine the government’s advertising con­
tracts last year. In the May repon, GAO 
found that from 1994 to 1998, advertising 
by government agencies increased from SI39 
nullion to S368 million. During that same 
period, the share of dollars going to small mi­
nority-owned businesses peaked at S3 mil­
lion, or 3.1 percent of total spending, in 
1995, before declining to SI .2 million, or 0.3 
percent of total spending, in 1998. Because 
the figures do not include fees paid to larger 
minority-owned businesses, the American 
Advertising Federation is currently con­
ducting a follow-up study.

“The federal government’s efforts to in­
clude minority- and women-owned adver­
tising agencies should be a shining beacon 
to private industry,” Kilpatrick said. “Instead, 
we seem to be stuck in die Dark Ages.”

The Army and the ON19CB, which haw 
the rvv'o largest gov'ernmciB ad budgets, have 
received the bulk of the criticism. Activists 
assailed the Army earlier this year for only 
considering full-service ^ncies or consor­
tiums with at least S350 million in billings 
in choosing a new contractor. The size re­
striction effectively elimimted any minority- 
owned agencies from competing without 
first partnering vv'ith othrr agencies. Such 
arrangements are an on^ng complaint of 
minority agencies, says Ron Owens, a part­
ner with the Virginia-based firm of Laugh- 
lin Marcinio Owens. “Because it’s alw.ays a 
subcontract, the minority agencies are al­
ways beholden to the agency of record. They 
never get their share of tee time with the 
client, nor the sham of billii^ tliey think they 
deserve,” he says.

Kilpatrick says she li» met with Army 
Secretary Louis Caldera and White House 
Chief of Staff' Podesta to discuss the Army 
contract. But she has even stronger con-
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cems about the ONDCPs efforts. 
the whole drug media program is 
she says. “It’s not really designed i 
those people that we feel need it, at 
than that, the dollars aren't reachin 
agenaes in minority communities t! 
make a difference.” Likewise, she sa; 
nority-owned media oudets bke BE 
more trusted by black viewers, and si 
receive a large share of the spendini 
gai dless of how their ratings com­
pare with major network 
telewsion.

Le\art is unapologetic.
“For us, the most impor­
tant thing is delivering a 
message that resonates with 
the target audience. It’s not 
about giving this or that 
group a piece of the pie.’
He says the ONDCP is ef­
fectively reaching minority' 
viewers by targeting etlinic 
sliows on neuvork television 
and supplementing tliat with 
niinorin -owned media buys.

Still, a White House intera­
gency working group led by 
Michael S. Messinger, depiirs-di­
rector ot the National Partnership for Rein­
venting Government, is examining the issue. 
Messinger declined to comment about the 
panels conclusions,but said he was planning 
to convene a conterence on government 
advertising practices in the fall.

Same Old Story
While much of the story' about government 
advertising is a tale of vigorotis experinien- 
tacion leading to fresh criticism, some agen­
cies continue to find themselves pined ag.unst 
the same old opponenrs and detractors. The 
U.S. Postal Service and Aintrak, the belea­
guered government rail system, have been 
111 the advertising business for years. The 
Postal Service will spend about S250 mil­
lion this year to tout its express and prior­
ity mail services. Aintrak is running ads to 
draw attention to its planned high-speed 
Acela rail service on the East Coast. It also 
IS running its normal array of TV, radio and 
print ads supporting existing services. Its 
total ad budget is about S.SH million, ac­
cording to Aintrak vice president of mar­
keting Stephen W. Scott.

As long as the Postal Service has run ad­
vertisements for services that compete with 
those offered by private firms, it has faced 
bitter attacks. United Parcel Service direc-

.S2 (aiviacNMKNI LXia ijiivi / SEinisMiiiiit 20011
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tor of public rela­
tions Tad Segal says 
the Postal Service’s 

total ad budget is more 
than UPS and the Federal Express Co. spend 
combined. The spending is unfair, Segal 
said, because the Postal Service uses profits 
earned on its monopoly letter service to 
fund ads promonng its comperitive products. 
Segal said the Postal Service was forced to 
pull one set of ads last year after Federal Ex­
press sued in federal court arguing that the 
ads were misleading. The ads compared the 
Postal Service’s relanvely low prices on two- 
and three-day mail service but failed to 
mention that FedEx and UPS are required 
by the 1970 Postal Reorganization Act to 
charge at least rsvice what the Postal Service 
charges on those services, Segal explained.

Likewise, Amtrak’s campaign for its new 
high-speed Acela train service, designed by 
DBB Worldwide of New York, has run into 
fierce criticism from longtime opponents. 
Even Amtrak officials acknowledge that the 
ad campaign is somewhat strange. One of 
the more recent billboard ads, for example, 
featured a man with a trenchcoat pulled 
over his head with the tag line“L)epart from 
your inhibitions.’All informal PhiliMpliin In­
quirer survey found the ad confused view­
ers. “Maybe he’s a molester,” Iffiiladelphian 
Anthony Farnon speculated. Earlier atis sim­
ply said “arelaxb’’or “aschmoozeb” over the 
Acela logo. Later versions said, “It’s amaz­
ing the things that can happen between

point a and point b. Life on Acela.” None 
of those ads even hinted that the Acela was 
a train.

The ads were part of an ongoing teaser 
campaign aimed at sparking interest in the 
Acela before it gets rolling, according to 
Scott. The content is intentionally vague, he 
said, to spark initial interest. Later ads will 
fall more in line with Amtrak’s standard ad­
vertising campaigns, which stress the con­
venience and comfort of train travel.

But critics say Amtrak began running the 
Acela ads far too early, even for a teaser cam­
paign. That problem, they say, has only been 
compounded by the repeated delays in the 
Acela launch. Joseph Vranich, a former Am­
trak spokesman and longtime critic, is un­
forgiving. “These teaser campaigns primarily 
serve the ad agenaes who want to win awards 
fiom their peers,” he said. “Amtrak’s ads need 
to convey some actual information about 
trains and not just some guy in a trenchcoat 
looking like he’s about to e.xpose himself in 
Times Square.” Scott acknowledged that 
Amtrak has pulled its TV advertising and is 
not putting up additional billboards until 
closer to the high-speed service’s launch.

Ads’ Value
Despite the reservations of minority adver­
tising executives, most in the advertising 
world—unsurpnsingly—are thrilled Mth the 
government’s sudden spending blitz. Robert 
A. Ravitz, an execunve v'lce president at Grey 
Advertising in New York City, has long ad­
vised advertising agencies pursuit^ govern­
ment contracts. He said the government has 
made rapid improvements in the way it hires 
and uses advertising agencies. “There’s no 
question, they are using agencies more in­
telligently. What we in the agency world 
have done traditionally for companies, we’re 
now doing for the government.”

Ravitz believes the ad campaigns have 
already brought dividends for tbe Census 
Bureau and ONDCP and expects other 
agencies to be satisfied as well. Congress 
and the Clinton administration deserve some 
credit, he says, for “realizing that you have 
to communicate aggressively to cJiange be­
havior.” Of course, he concedes, communi- 
caring .aggressively entails doling out millions 
in tax dollars to advertising firms and me­
dia outlets. And what do federal customers 
get ill returiT

“Agencies tiy to make the licsi decision 
for the client,” ILavitz says. “Thcfr’s a value 
in that. The question is whetherlhat value 
is worth all the money.”Q
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White House Ceremony Concept Summary

Timed to correspond with Congressional Black Caucus weekrad, on TOursday, Septm^ 14 or 
Fnly, Septemher 15. in an appropriate W«*ington setting lite the Wlnte House Rose Garden

1. Presentation and formal adoption of Principles for Effective Advertising in the American 

Multicultural Marketplace:

• Estimated 50 corporation heads and representatives sign to adopt principles
. Government officials and trade associations sign to endorse principles; includes mainstream

and minority trade groups
2 Announcement of House of Representatives resolution m^ng Nahoiwl

Multiculturalism in Advertising Month; national roUout of Principles throu^ h 1‘na^
grassroots network of 50,000 members in local ad clubs and AAF CoUege Chapters dunng

September
• Creates an enduring and flexible framework to encourage continuing focus on ffiversity and

multicultural advertising issues. Works for government as well as ^rj^vate sector mterests. 
Government conferences, trade association activities, corporate advertising/marketmg

initiatives.
• September timing corresponds with traditional scheduling of CBC Weekend and be^nning of 

Hispanic History Month

Principles for Effective Advertising in the American Multicultural Marketplace 

Rackgrounri nn Princinles and Committee Missions

The principles embody the consensus of over thirty committee members who repres^ted national 
advertisers, general market advertising agencies, minonty-owned
minority -ov^ed and focused media outlets. This Business Practices Review Co^ttee ^PRC) 
worked under the auspices of the AAF Foundation and the AAF Board of Directors Multicultural 
Task Force. BPRC was charged with these missions:

nilNTID 0« MCYCUO FAP*R
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To identify the rationale, business and ethical paradigms that companies need to effectively 
promote growth, diversity and fairness in a multicultural marketplace

To recommend practical guidelines that will help individual companies manage against those 

paradigms to achieve their goals

To identify industry-wide initiatives that will be needed to support widespread adoption and 
successful implementation of these principles and practices

Corporate Participation on Committee

The identity of companies and their representatives has been confidential. This information wiU be 
revealed publicly during the national roll out of the Principles and Practices. A team of co-chairs 
represent four key industry business segments; National advertiser; general market agencies, 
minority advertising agencies; and minority media. They are: Procter & Gamble CMobal 
Marketing Officer Robert L. Wehling; True North Communications Chairman David Bell; The 
Chisholm-Mingo Group Chairman and CEO Samuel Chisholm; Spanish Broadcasting System 
President Raul Alarcon. Advertisers included DaimlerChrysler, Johnson & Johnson, Kraft wd 
Kellogg’s. Global ad agencies included D’Arcy, DDB Worldwide and Leo Burnett. Minority 
agencies included Don Coleman & Associates. La Agenda de Orci & Asociados. Minority media 
included BET, Essence Communications and black newspapers.
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Synopsis

the advertising industry that pose potential barriers to competition in the broadcast marke^lace. The study focuses on 
practices called "no Urban/Spanish dictates" (/. e. the practice of not advertising on stations that target propm^g to 
ethnic/racial minorities) and "minority discounts" (i.e. the practice of paying minority-formatted radio stations less &an what 
is paid to geneial market stations with comparable audience size). The study consists of a qualitative and a quantitative 
analysis of these practices.

also suggests that minority-owned radio stations earn less revenues per listener than majonty broadcasters that own a 
comparable number of stations nationwide.
These disparities in advertising performance may be attributed to a variety of factors including economic efficiencies derived 
from common ownership, assessments of listener income and spending patterns, or ethmc/racial stereotypes that mflucnce 
the media buying process. As a preliminary investigation, it was beyond the scope of this study to determme m yianutative 
terms the degree to which each of these factors may explain these disparities. Further statistical research should be 
undertaken to find the answer to this question. Anecdotal data collected by the study suggest Aat m certain mstances, me 
media buying process is guided by ethnic/racial stereotyping, underestimations of disposable mcome the desire to control 
product image, unfounded fears of pilferage, etc. Factors such as these form part of the basis for no Urban/Spanish 
dictates"and "minority discounts" as practiced by advertisers and/or ad agencies.

As preliminary findings, the anecdotal and quantitative evidence suggests thdt certain practices in Ae ^erfrsmg industry 
undermine marketplace competition and First Amendment principles favoring diversity of viev^oint. The study recommends 
n._*.1__ lavotninff nT'pliTTiiTiflTv ftnfliTips- Thc stiiuv fllso rccOiiuiicricls tll&t tlioundermme marketplace compention ana bust Amenomeni principjes lavoiuig uivciaiijr -----------further research that is sufficiently funded to frilly examine these preliminary findings. The study also recommcncta that the 
federal government, based upon subsequent research and public comment, develop a policy stateirient on advertising 
practices and issue an executive order prohibiting federal agencies from contracting with ad agencies tot engage m unfair or 
discriminatory advertising practices. With regard to the private sector, broadcasters, advertisers, and ad agencies should 
adopt a voluntary code of conduct that prohibits "no Urban/Spanish dictates"and "minority discounts and that promotes a 
broad and diverse range of programming for all Americans.
Key words: advertising and discrimination; advertising and minorities; advertising and minority radio programming; small 
business competition and radio advertising.
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study Highlights

Findings:
A. An analysis based upon 1996 data for 3,745 radio stations indicated that:

. Stations that target programming to minority listeners earn less revenue per listener than stations that air general 

mnrVfit Tirogrammina. ... , ^ ______• OldLiUlla UlOL LOi.gV-1. *•- J
. earn k» revenue per lietener to majority bro.de.Mera that own a comparable

number of stations nationwide.
B Minority radio broadcasters responding to the study survey provided the following estimates of the magnitude and 
impact of "no Urban/Spanish dictates" and "minority discounts:'

«li.l Vlt MW V-/■ ---------------- —

• co!^;S;me"S ntSp^LTor rreds^; of the dictate by advertisers or ad agencies 
. Survey respondents estimated that sixty-one percent of the advertisements purchased on their stations were

. ro?S?o2t perto estimated liiat "no Urban/Spaniah dictates" and "minority disconnte" interfere wtth then abtltty to

. eStoto?; uXXS“ dicto" mai tootity discounts," detract ftmn the value of

minority-formatted stations when they are being sold.

Conclusions:
"No Urban/Spanish dictates" and "minority discounts" constitute barriers to competition bec^e they ^tract from the 
amoimt of per listener, and thus hinder a broadcaster's ability to
produce high quality news, information and entertainment prograi^ing m . Most radio stations that air minority-formatted programmmg are ^dversely^fected by adve^^^^^

the First Amendment goal of diversity of viewpoint.

Recommendations:
. Subsequent research should endeavor to quantify the causal telationship between

. =£a2=i“ssiss=2ssr.:,™e.
dictates" and "minority discounts," or that otherwise fail to comply with the policy statement force.

. The advertising and broadcast industries should adopt a code of conduct that reqimes buying decisioiw to be based
vact ^tfTPntvnical assumntions. "No Urban/Spamsh dictates" and mmontyupon market research and not flawed stereotypical assumptions. "No Urban/Spanuh dictates and mi^ty

Comparison of Minority and Major Broadcasters by Format

2 of 3
6/28/2000 11:17 AM



W VT • J

(Number of Stations) '96 Nat Rev #Nat. Stat. '96 Stat. Rev. Power Ratio j

General Formats $129,059 42.5 $2,202 1.16 1

Majority Owned - All (3293) $130,497 43 $2,214 1.1^

1 Majority Owned - Small 
(2,288)

$13,040 7.4 $1,410 1.16

! Minority Owned - All (39) $7,630 7.4! $1,237 0.85

!
;

■!

; Minority Targeted Formats $86,125 26.3 i $1,958 1 0.91

Majority Owned - All (297) $116,574 34.8 $2,052 0.95

i Majority Owned - Small (193) $7,387 4.9 $1,038 0.99

j Minority Owned - All (116) $8,164 4.4 $1,717 0.82

Source: "When Being No. 1 Is Not Enough: The Impact of Adve^smg
Practices On Minority-Owned & Minority-Formatted Broadcast Stations, (page /yj 

Civil Rights Forum on Communications Policy.
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CAROL^prcHEEKS KILPATRICIC
13th Dicttuct, Michigan

AT LARGE WHIP 
committee:

appropriations

FOREIGI
FINANCING

UBCOMMITTEES: 
OPERATIONS, EXPORT 

and RELATED PROGRAMS
■ANSPORTATION

June 15, 2000

w

CongruiS of tf)e fSniteb SitatcS
^oMit ot i^epre^entatibesl 
Ma^binston, BC 20515-2215

WASHmOTON OFFICE;
fi03 CANNON HOUSE OFHCE BUtlOlNG 

WASHINGTON. DC 20515 
U02) 225-2261 

(FAX} (202) 225-6730

DMTmcT office:
1274 LIBRARY STREET. SUITE 1-8 

OerplOIT. MICHtGAN 48226 
(3131 985-9004 

(FAX) (313) 965-9008

The Honorable William I. Clinton 
President of the United States 
1600 Pennsylvania Ave.
Washington, D.C, 20500

Dear Mr, President;

As you know, I have been worldng on behalf of the Congressional Black Caucus (CBC) to 
address business practices which are unfair to minority companies in the advertsing industry. We 
believe these practices undervalue minority consumers. The American Advertising Federation 
(AAF), with the cooperation of several of our nation’s largest advertisers, has developed 
"Principles for Effective Advertising in the American Multicultural Marketplace," a strategic 
plan for boosting minority representation in the advertising industry.

This letter is to request that the Administration serve as the host of a historic event. Ideally, the 
event could take place in the Rose Garden, on either September 14 or 15, in conjunction with the 
Congressional Black Caucus AnnuzJ Legislative Conference (CBC/ALC). The purpose of the 
event would be a formal signing ceremony to commemorate the advertising industiy s adoption 
and national roll out of the Principles and the announcement of September as National 
Multiculturalism in Advertising Month.

Holding the signing ceremony at the White House will encourage widespread acceptoce of the 
Principles and support the CBC goal of increasing competition for minority advertsing agencies, 
newspapers, broadcasters and Internet companies. The prestige of such a location for the 
recognition oiNational Multiculturalism in AdverUsingMonth - which would overlap the 
CBC/ALC week and the beginning of Hispanic History Month -- would underscore and 
institutionalize recognition of the importance of diversity and multiculturalism in advertising for 
years to come. In addition, by hosting the ceremony, the administration would complement the 
work of Vice President Gore’s Interagency Working Group,

The Principles are the result of the year-long deliberations of the American Advertising 
Federation’s (AAF) blue ribbon panel that Vice President Gore recognized during an AAF event
in February, 1999. The committee was tasked with formulating guiding principles and 
recommended practices for the ethical conduct and effectiveness of the advertising industry. The 
need for this initiative was established in part because of the Endings of a July 1998 Congressional 
Summit on Diversity in Advertising, during which Congressman Robert Menendez and I met with

rfUNTED ON ACCYCLED FAPCA
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a number of minority business principals, and in part due to a 1999 FCC-commissioned report on 
disparities in advertising rates paid to minority broadcasters. After the results of the stu^ were 
revealed. Chairman Kennard called for an industry code of conduct and Vice President Gore 
announced the formation of his Working Group which has worked cooperatively with the AAF 

committee.

Plans for an event include having all key advertising industry segments from the private sector, 
which were represented on the AAF’s blue ribbon committee, to be represented at the formal 
signing ceremony. In keeping with the public-private partnership we have established to work on 
the issues there will also be representation from the public sector. Chief executive officers and 
senior executives representing major national advertisers, global advertising agencies, global 
media companies, minority-owned ad agencies and a variety of minority media outlets will be 
invited to adopt the Principles. Key advertising industry trade groups representing advertisers, 
agencies and minority business segments will be invited to endorse the Principles. Representatives 
from the Administration and other officials also will be invited to endorse the Principles imduding 
Chairman Kennard and Congressman Menendez who have been working in partnership with AAF 

and me on these issues.

Thank you for your contmued support of minority-owned media outlets and advertisii^ agencies.
I am enclosing a summary about the Principles and will be happy to answer any questions you 
might have. Please do not hesitate to contact me if you have further questions, or have your staff 
contact my Administrative Assistant, Ms. Kimberly Rudolph at 202-225-2261. I look forward to 

hearing from you.

Sincerely,

CAROLVN C. KILPATRICK 
Member of Congress

CCK:kr
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EXECUTIVE OFFl'c EOF TH E 'pFiKioENf'"'
OFFICE OF management AND BUOQET 

WASHINCTON, DC 20S03

January 7, 1999

.‘T’or. •• T.-. -‘I

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES 

FROM:

SUBJECT:

Jacob J. Lcwi 
Direcur

Review of Federal Agencies' Media Initiativea

Last year, the Fedcrsl govemment spent more than S400 million on print advertising in 
newspaper's and magazines and broadcast advertiaiag on radio and television.' These media 
initifUives inchide'public safety alerts, infomatioa about govensnont piogtams, and other, public 
service infonmadon. It is important that the Federal government’s media initiatives encompass 
the broad spectrum of the American pubUc. The American people speak many languages, 
represent a richness of experiences, backgrounds, and perspectives, and receive mfbnnadon 
through a host of publications and radio and television stations. When the Federal goveminen^ 
communicates with the American public, its aim should be to reach out as inclusively and 
affectively as posaiblo. ^

Our goal ia to roach out to the broadest possible audience in the most effective manner. 
Theiefbro, I am rpquesting that departments and agencies that engage in significant media / 
initiativos (sec list in Attachment A) lovicw their current advertising practices and policies to 
ensure that they are consistent with our goal.

These dqiartmBntB and agencies are requested to provide within 90 days infonnarion (see 
Attachment B) about their media initiatives to:

Direaor
National Partnership for Reinventing Govonmenr (NPR)
750 17th Street, NW 
Washington. DC 20501

You may also fax the report to (202) 632-0390. If you have any questiema, you may 
contact Lynn Kahn of NPR at 202-694-0038 or Leslie Schwager of NPR at 202-694-0107.

Thank you in advance for your coopeiaiioa on this important initiative.

Attachments

..1



Attachment A - Selected Aeenciec

D^annieni of Agriculture
Department of Commerce
Department of Defense
Department of Educabon
Department of Energy
Department of Health and Human Services
Dopartmeni of Housing and Urban Development
Department of the Interior
Department of Justice
Dqiartment of Labor
Deportment of Siam
Department of Transportation
Department of the Treasury
Depatoent of Veterans Aflain

Comaaner Product and Safety Commission
- Corporation for Public Service 

Environmontal Protection Agency
Equal Opportunity En^loymcnt Commission 
Fedaal Communications Commission 
Fodcral Emergency Management Agency 
Fedaal Trade Commission

- Office of Personnel Manegament
Peace Corps
Small Business Adminiatralian 
Social Security Administiation

<>uc.p6
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Attedv- :r ■ ^

I. Pleaie complete.

n EstimatedAmount
ExDcnditures FY 99Spent FY 98Name of Media InltiaUve

II. The main objective of each initiative.

For each of the media initiatives listed above, desexibo the main objective.

in. The proceaa by which your agency Identifies the target audience.

For —of the media initiatives listed above, identify the target audiences and describe 
how your agdcy detennincs defines the ttirget audiences. Describe to what extent 
experts on mazketisg to minority or ethnic gmupi are involved.

rv. The process by which your agency designs a media initiative.

Please describe how your agency plana and caiiies out a media initiative. .Include in your 
description, whether you deal directly with media outlets or work through ad agencies, 
and what factors datennine which media outlets you use. To the oaent yom agaicy pays 
for advertiiing, please include tiiat infermation as well. Describe your prijcesfl. if any, for 
requiring media outlets to provide discounts or matches as a condition for placing ads.



S'
m

;i^

V. The proceu by wbtch mcsiigei are crafted for and delivered to particular target 
audieocea.

Plcaac describe how your agency determines the particular needs of various target 
audience segments, such as peiaooa whose native language is not English, minorities, or 
individuals with disabilitiei. Please include bow often, if at all, your agency uses niche 
outlets targeted at minority audicnoes or foreign language medio,

VI. The process by which you determiac whether media Initiatives have effectively 
reached Urget audleacei.

Please describe the methods you use to ensure that your carga audiences have been 
reached, including any qualitative or quantitative anal^c tools that are used to measure 
the initiative’s reach. Please attach any studies that have been conducted comparing the 
relative efifectiveneas of minority-targeted outlets in communicating with traditionally 
**hard to leach” communities, with the eflbctivenegs of traditional mainstream media 
outlets in reaching the same communities.

VU, Additional Infonnatioa.

Prosddc any ideas yxju have for how the Federal govemmeat can more effectively reach 
diverse audiences, and any example* of efforts your agency has undertaken that were 
particularly successful.

TOTRL P.05
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Synopsis

As part of its mandate to identify and eliminate market.entry barriers for small businesses under Section 
257 of the Telecommunications Act of 1996, the Federal Communications Commission chartered this 
study to investigate practices in the advertising industry that pose potential barriers to competition in the 
broadcast marketplace. The study focuses oh practices called "no Urban/Sp^ish dictates" {i.e. the 
practice of not advertising on stations that target programming to ethnic/racial minorities) and "minority 
discounts" {i.e. the practice of paying minoritv-formattetLcadio-SMions less than what is paid to general 
market stations wth comparable audience size). The study consists of a qualitative and a quantitative 
miatysisTtfthese practices.

Based upon comparisons of nationwide data, the study indicates that stations that target programming to 
minority listeners are unable to earn as much revenue per listener as stations that air general market 
programming. The quantitative analysis also suggests that minority-owned radio stations earn less 
revenues per listener than majority broadcasters that own a comparable number of stations nationwide.

These disparities in advertising performance may be attributed to a variety of factors including economic 
efficiencies derived from common ownership, assessments of listener income and spending patterns, or 
ethnic/racial stereotypes that influence the media buying process. As a preliminary investigation, it was 
beyond the scope of this study to determine in quantitative terms the degree to which each of these 
factors may explain these disparities. Further statistical research should be undertaken to find the answer 

' to this question. Ajiecdotal data collected by the study suggest that in certain instances, the media buying
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process is guided by ethnic/racial stereotyping, underestimations of disposable income, the desire to v ; | 
' control product image, unfounded fears of pilferage, etc. Factors such as these form part of the basis for i‘ir .1'' | 

"no XJrban/Spanish dictates"and "minority discounts" as practiced by advertisers and/or ad agencies. f

As preliminary findings, the anecdotal and quantitative evidence suggests that certain practices in the 
advertising industry undermine marketplace competition and First Amendment principles favoring 
diversity of viewpoint. The study recommends further research that is sufficiently funded to fully 
examine these preliminary findings. The study also recommends that the federal government, based 
upon subsequent research and public comment, develop a policy statement on advertising practices anc 
issue an executive order prohibiting federal agencies from contracting with ad agencies that engage in 
unfair or discriminatory advertising practices. With regard to the private sector, broadcasters, 
advertisers, and ad agencies should adopt a voluntary code of conduct that prohibits "no Urban/Spanisl 
dictates"and "minority discounts" and that promotes a broad and diverse range of programming for all 
Americans.

Key words: advertising and discrimination; advertising and minorities; advertising and minority radio 
programming; small business competition and radio advertising.

Study Highlights

Findings:

A. An analysis based upon 1996 data for 3,745 radio stations indicated that:

• 'Stations that target programming to minority listeners earn less revenue per listener than stations 
that air general market programming.

• Minority-owned radio stations earn less revenue per listener than majority broadcasters that own a 
comparable number of stations nationwide.

B. Minority radio broadcasters responding to the study survey provided the following estimates of
the magnitude and impact of "no Urban/Spanish dictates" and "minority discounts:"

• Ninety-one percent indicated that they had encountered "dictates" not to buy advertisements on 
their radio stations.

• Efforts to overcome "dictates" with market research that justifies ads on minority-formatted 
stations were most commonly met with no response or no recission of the dictate by advertisers or 
ad agencies.

• Survey respondents estimated that sixty-one percent of the advertisements purchased on their 
stations were discounted. The average amount of the discount was estimated to be 59 percent.

. Survey respondents estimated that "no Urban/Spanish dictates" and "minority discounts" reduce 
their revenues by an average of 63%.

• Forty-four percent estimated that "no Urban/Spanish dictates" and "minority discounts" interfere 
with their ability to raise capital and to acquire minority-formatted stations.

• Forty-four percent estimated that "no Urb^Spanish dictates" and "minority discounts," detract 
from the value of minority-formatted stations when they are being sold.

Conclusions:

. "No Urban/Spanish dictates" and "minority discounts" constitute barriers to competition because 
they detract from the amount of revenue earned per listener, and thus hinder a broadcaster's ability 
to attract investment capital, and to produce high quality news, information and entertainment 
programming in response to the needs of listeners.

. Most radio stations that air minority-formatted programming are adversely affected by advertisiiif

2 of 4 8/5/'
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practices directed against minority listeners. Minority-owned stations, however, are 
disproportionately affected because 75% of them air programming targeted to minority listeners, 
compared to 8% for majority broadcasters.

• To the extent that minority formatted stations are unable to obtain advertising, their ability to 
serve the needs of listeners is impeded. The interest of all Americans, particularly minorities, in a 
broad and diverse range of informational and entertainment programming is undermined by 
advertising practices directed against minority consumers. Hence, "no Urban/Spanish dictates" 
and "minority discounts," undermine competition and detract from the First Amendment goal of 
diversity of viewpoint.

Recommendations:

• Subsequent research should endeavor to quantify the causal relationship between advertising 
practices and disparities in the advertising performance of minority-formatted and general market 
stations, and minority and majority-owned stations controlling for various factors such as 
ownership size, audience income, and market location.

• The Federal Communications Commi.s.sinnnnd-the-Eederal-T-radeXlommi.ssion should a.s.semhle.a ^ 
joint task torce tor the purposed adopting a policy statement on acceptable advertising practices^*'

• Based upon the findings of subsequeiitTeseal'ch, the federal guvemmenirshould decide-whether ts ' 
issue an executive order that prohibits federal agencies from contracting with advertising agencies "jf 
that practice "no Urban/Spanish dictates" and "minority discounts," or that otherwise fail to ' 
comply with the policy statement of the joint task force.

• The advertising and broadcast industries should adopt a code of conduct that requires having 
decisions to be based upon market research and not flawed stereotypical assumptions. "No 
Urban/Si^ish dictates" and ’ mihonty discounts^should be prohibited. Broadcasters should he 
required to prominently disclose whether the market research they use in conjunction with sal^s 
promotion has been prepared by a service that has been "accredited by the Media Ratings Cbuncil?
Jn instances where a non-accredited market research service is used, broadcasters should be 
required by the FCC to show cause why they do not use a service that is currently accredited by 
the Media Ratings Council.

w

Comparison of Minority and Major Broadcasters by Format

(All figures are averages. Currrency in thousands)

3 of 4 8/5/99 10:38 AM
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(Number of Stations) '96 Nat Rev #Nat.
Stat.

'96 Stat. 
Rev.

Power
Ratio

General Formats $129,059 42.5 $2,202 1.16

Majority Owned - 
All (3293) $130,497 43 $2,214 1.16

Majority Owned - 
Small (2,288) $13,040 7.4 $1,410 1.16

Minority Owned - 
^ All (39) $7,630

1
7.4

i
$1,237 i 0.85

1
i
i i

Minority Targeted 
: Formats $86,125

i
26.3 $1,958: 0.91

■ Majority Owned - 
I All (297) $116,574 34.8 $2,052

j

0.95

i Majority Owned - 
! Small (193) $7,387 4.9 $1,038 0.99

: Minority Owned - 
All (116) $8,164 4.4 $1,717 1 0:82

Source: "When Being No. 1 Is Not Enough: The Impact of Advertising
Practices On Minority-Owned & Minority-Formatted Broadcast Stations." (page 79)

Civil Rights Forum on Communications Policy.
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I. Introduction & Summary

A. The Impetus for this Study

This study stems from a Congressional mandate given to the Federal Communications 
Commission (“The Commission” or the “FCC’) to initiate “a proceeding for the purpose of identifying 
and eliminating...market entry barriers for entrepreneurs and other small businesses in the provision 
and ownership of telecommunication services....”' Pursuant to that mandate, the Commission issued 
a Notice of Inquiry seeking comments on the nature of market entry barriers faced by small 
businesses.^ The Commission also held a public forum in 1996 to identify barriers to competition and 
to formulate strategies to overcome them.^

At the hearing, witnesses testified before the Commission regarding practices within the 
advertising industry that were alleged to inhibit the ability of mmonty broadcasters to generate 
advertising revenues. James Wmston, Executive Director of the National Association of Black-Owned 
Broadcasters (“NABOB”), testified that advertisers and ad agencies often issued instmctions to media 
buyers not to purchase advertisements on urban-formatted'' radio stations.^ Commonly referred to as 
“no Urban dictates,” the practice is also frequently used in connection with programming targeted to 
the Hispanic audience.^' Mr. Winston’s testimony was supported by the comments of Jeffrey Cullers, 
President of Vince Cullers Advertising 7\gency.^

Broadcasters serving the minority community reported many examples of these practices over 
a Ipng period. They stated that “no Urban dictates” are often founded upon stereotypical perceptions 
about minority consumers. According to NABOB, minority station salespeople soliciting an 
advertisement from the Beef Council were told that the Council was not going to buy advertising time

' Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat 56 (1996), 47 US.G 
§ 257(a).

. ^ Section 257 Proceeding to Identify and Eliminate Market Entry Barriers for Small Business 
(Market Entry Barriers Notice of Inquii^, 11 FCC Red 6280 (1996).

^ Forum on Srmll Business Market Entry Barriers, {'"Market E ntry Barriers Federal
Communications Commission, September 24, 1996. 5ee FCC Public Notice 64975, released 
September 5, 1996, announcing the forum’s panels.

^ Urban is a radio music format targeted to predominandy Black audiences.

^ Testimony of James Winston, (NABOB) and Vince Cullers (Vince Cullers Advertising 
Agency^, note 3, supra.

Interview with Carey Davis, General Manager, WSKQ-FM and WPAT-FM, (Spanish 
Broadcasting System), page 8 (references to interviews refer to transcribed interviews available in 
volume III of the study and on file with the FOC Library and the FGCs Office of Communications 
Business Opportunities, unless noted as telephone interviews).

^ Market E ntry Barriers Forum, note 3, supra.
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on urban formatted stations because “^ack people don’t eat beef.”*^ NABOB also reported that a 
major mayonnaise manufacturer refused to buy commercial time based upon the perception that “Black 
people don’t eat mayonnaise.”*^ In both cases. NABOB_members-reported-tha^e-advertisers^ere— 
unmoved bymarlffit research that indicatedjIiatAfHcan^AmefiGansI^cpresenr.ed a substantial number— 
of the consumers of the companies’ products." ^

In many instances, advmisers were also reported to pay less money for commercial time on 
stations that target programming to minority listeners. Minority broadrasrprs rlaim_rhar tbic prarnVp, 
k^wn as (fhfiihority^^aiscouhts/’ accounts for a substantial lo*;*: nf rpvprmp.s from the sale of 
advertisements.'^

The FOC’s market entry barrier forum was proceeded by a conference nearly 20 years earlier 
during which similar information was brought to the Commission’s attention. Panelists at the 
Commission’s 1978 Minority Ownership Broadcasting Conference noted that:

A pTwoncdwinoiticn, on the part (f sonx ackerdsers, is that rrinority ocinsurners are urmportart and do not 
represent a particularly luoratiiE rmrkeL Consequently, adiertisers are less indined to punhase .tinv on 
rrinarity-aimed stations.

The concerns of broadcasters have also been registered with members of Congress. In 1991, 
Representative Cardiss Collins, (D-IU), introduced a bill''* intended to prohibit the purchase or 
placement of advertisements in a manner that discriminates against broadcast, telecommunications or 
print entrepreneurs by reason of the entrepreneur’s racial/ethnic status or the racial/ethnic status of 
the consumers targeted by the communications format. In introducing the biU, Representative Collins 
said:

ykcording^ to the ISlatiotudy^sociation qfBlack-OunedBroadcasters, black-ormed radio andteledsion 
stations, print media, and black-omied advertising agencies are subjected to systematic discrimination

® NABOB, Spring Conference, 1996. 

NABOB, Spring Conference, 1997.

This report uses the terms “African-Americans” and “Blacks” interchangeably to refer to 
persons of African descent living in the United Sutes.

" NABOB, Spring Conferences, notes 8 and 9, stpra.

Minority broadcasters responding to the survey for this study estimated “minority discounts” 
averaged 59% (seepage j).

Report on MinorityOvtnership in Broadcasting, Federal Communications Commission, 1978, at 25.

NonDiscrimination in Advertising Act of 1991, H.R 285, 102"^ Cong., P' Sess. (1991), (see 
Appendix B).
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y\d a^ndes and thdr clients are r^usir^ to advertise in media omied blacks and other tfinorities. 
This means that in mat^ cases Black media are being bypassed for cidvertisingplacement, even though 
the)!possess higher nuniyers ingvips being tar^ted bg the ad q^ncg. Black-oivned advertising c^ncies 
are also being singkd out because they arepresumed to have eypertise in cppealing to black audiences.

Though the bill was not passed, it drew attention to the impact of advertising practices on broadcasters 
and the community that they serve.

The FCC has long recognized that advertisers playia^dtal role in a station’s financial success or 
failure.'^' Advertising dollars are critical to a commercial station’s ability to make a profit to pay its 
employees, retire debt from the station purchase,'^ earn money to acquire other stations, and offer 
quality programming to its audience. Thus, advertising practices have a profound effect on a station’s 
ability to serve their community of license.

Radio and television play a critical role in American society as a means of communicating news, 
information, and entertainment. In 1997. the average adult listened to the_radicu22A-hoiirs a week 
Hispanics'^ listened to the radio 24.45 hours weekly, while African-Americans listened 25.5 hours 

. weekly. The television was on 7.12 hours a day~in~the average American—household in 1997—^
Consequentjy^^^erican television householdsjviewed-on-ave-rag&j0.24-hours-of-televlsion-a-week  in 
1997, comparedtoT6.17 hours for Hispanic and 69.49 hours for African-American households.^

" 137 Cong. Rec. E32-02 (1991).

FCC, Office of Public Affairs, EEO Minority Enterprise Division, Minority Ownership of 
Broadcast Facilities: A Report (1979) at 19.

See Akosua Barthwell Evans, Are Mimrity Prferenoes Necessary? Another Lock at the Radio 
Broadcasting Industry, 8 Yale Law and Policy Review 380 (1990) Radio Broadcasting) at 400, (“A ripple 
effect of the difficulties in obtaining financing and high quality stations is that African-American 
broadcast facilities are often highly leveraged and have a greater dependency on advertising 
revenues to pay debt service.”).

Radio Marketing Guide & Fact Book, (“Radio Marketing Guide”) www.rab.com/station 
/mgfb98/fact5.html accessed December 2, 1998.

” This report uses the term “Hspanics” to refer to persons of Hispanic origm or descent living 
in the United States.

Radio Marketing Guide, note 18, supra.

TVB, Resource Center, Trends in Television, www.tvb.org/researchreports/trend tv/ 
timespent.html, accessed December 21, 1998.

^ Nielson Media Research, Television Audience 1997, at 24.
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Sixty minutes of the average American adult’s day were spent reading, watching or listening to 
advertisingThe billions of dollars spent on radio and television advertising reflect its impact on the 
economy and society. In 1997, $13.4 billion was spent on radio advertising and $44.5 billion on 
television advertising.^"*

In light of the important role of broadcasting in American life, and the impact of advertising 
practices on broadcasters’ ability to compete and serve the public, thgJCQ in August 1997, 
commissioned the Qvil Rights Forum on Communications Policy (“(7RF”) m rnnHiirrflii«: smdy. The 
funding^iaJlocated to this study onlypermitted a preliminary investigation of whether small, female and 
minority-owned broadcasters have greater difficulty in obtaining commercial advertising. The study 
seeks to establish a basis for a comprehensive analjsis of this question in the future.

This study will aid the Commission in its efforts to evaluate policies to promote competition 
and overcome market barriers facing's^lk^^male and(gufioritYj^mmunications firms. It will serve 
as a foundational step for the FCCto “identify the specific nhstacles that women and minnriries fare 
andto^etermine~^ether they are of the nature that will satisfy heightened judicial scrutiny. ”. »26

A comparison of the top-rated radio stations in the eighth largest market, Washington, D.G, 
niustrates the importance of this study. Minorities comprise a large percentage of the listening audience 
for the three highest-rated stations— WPGGFM, WHUR-FM and WKYS-FM These three stations 
are roughly comparable in terms of audience size, program format,^^ and audience demographics (see

^ TheA'iemgeAduk, The Pantagraph, Bloomington, Illinois, August 24,1997,1997 West Law 
(“WL”) 2484757.

^■* TVB, Resource Center, Trends in Advertising Volume, www.tvb.org/researchreports/ 
trends_advolume/ 1995_1997.html. accessed December 3, 1998. By comparison, $41.6 billion was 
spent on newspaper advertising in 1997, and $9.8 billion on magazine advertising. Id

“ This study was funded by a $20,000 contraa awarded to the Gvil Rights Forum by the Federal 
Communications Commission, Office of Communications Business Opportunities.

^ Section 257 Proceeding to Identify and E linimte Market E ntry Barriers for Small Business Maihet 
Entry Barriers Report”^, 12 FCCRcd 16802, para. 222 (1997). The Report referenced strict scmtiny 
standards for affirmative action policies established by the federal government. See,Adarand 
Constructors, Inc v Pena, 515 U.S. 200,115 S. Q. 2097 (1995); See also, Memorandumto General Counsds, 
Office of Legal Counsel, U.S. Department of Justice, June 28, 1995.

WHUR and WKYS are both “urban” format stations, meaning they target the African- 
American community with “urban-style” programming. WPGC classifies itself as “Contemporary 
Hit Records (“CHR/Top 40"), although its programming is similar to its urban competitors and 
79% of its audience consists of minority listeners. See, The Media Audit database (Spring 1997), 
prepared by International Demographics, Inc., Ben Carter, Regional Manager of the Interep
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Table 1).^ The demographics of WHUR, in fact, reflect a more economically affluent audience than 
the listeners of the number one rated station, WPGC However, WPGC generated revenues in 1997 
that were greater than the combined revenues of WHUR and WKYS.

Second, WPGC was far superior in terms of earning more ad revenues per listener. The power 
ratio is a^ measure of a station’s ability to convert market share^of Jisteners into market share oL 
revexiues.^^ The power ratio of WPGC was 1.26 compared to 0.78 for WHUR and 0.59 for WKYS. 
In comparison, the average power ratio was 1.06 for 3,502 stations reporting power ratio dau for 1997 
in the July 1998 edition of the BIA MasterAccess database.

Media Store, commented that some urban formatted stations designate their format as CHR or 
Adult Contemporary (AC) in order to avoid ‘‘no urban dictates” and “minority discounts.” 
Telephone interview with Ben Carter, August 5, 1998.

The column labels of Table 1 indicate station owner, call sign, local commercial share (“LCS,” 
a measure of audience size), power ratios (a measure of a station’s ability to convert listener share 
into share of market revenues), 1997 station revenues, program format, percent of minority 
listeners, percent of listeners with household income of $75,000 or greater, percent of listeners with 
a college degree, percent of listeners age 25 to 54, and percent of listeners with professional or 
technical employment {see, Glossary, j^pendix K for definitions). Minority-owned stations are 
highhghted in dark shading. Data in the first six columns was provided by the July 1998 edition of 
the BIA MasterAccess, BIA Research, Inc. Audience demographic data was obtained from Fall 
1997 edition of The Media Audit (Fall 1997), International Demographics, Inc.

Stations with power ratios less than 1.00 are “underselling” their audience— the station’s 
market revenue share is less than its market listener share. Conversely, those with power ratios 
over 1.00 are “overselling” their audience— the station’s market revenue share is greater than its 
market listener share. See BIA Research, Interpreting BIA‘s Numbers in MEDIA Aooess Pro, undated 
memo, (“The estimated revenue share for the station is determined by dividing the station revenues 
by the market revenues times 100. Then this calculated revenue share figure is divided by the local 
commercial share. A power ratio greater than 1 indicates the station is overselling its audience 
share; while a ratio less than 1 indicates a station is underselUng its audience share.”). (See, Glossary, 
Appendix K, (the 1998 edition of the BIA MasterAccess database was renamed MediaAccess Pro)).
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Owner

CBS

Howard
Univ.

Chancellor

Calls

WPGCFM

WHUR FM

WMZO FM

WBIG FM

WASH FM

Table 1. Washington, D.C. - Top-Rated Stations

LCS Power
Ratio

0.59 =

1997
Station

Revenues
(1,000s)

$22,000

'Mml
$16,000

$13,000

$11,500

$14,500

Format

CHR/Top40

Country

Oldies

News/Sports

%
Minority
Listeners

'85.7%.

26.3%

•/.
75,000 

plus HHl

26.0%

31.8%

36.6V.

37.3V.

%
College
Grad.

15.IV.

mu

%
Age
25-54

mi

%
Prof7
Tech,

-12.8%:

73.7%

Data: BIA MasterAccess; The Media Audit

In addition to fomraj-J^abel, two main factors distinguish the market leader, WPGQ from its 
two closest competitors(Eirst JXTiURand WKYS are owned byminoritybroadcasters,^' while WPGC 
is owned by CBS, a publicly-held, non-minority broadcaster. Minority ownership also distinguishes
WHUR^d WKYS from thertiextsfour competitors. aU^f which have fewer listeners but earn equ3_
or^eater revenues. The Second distinguishing factqfiso^ersfiip:$i2e. The owners of the top revenue 
perfoTmetrirrTable 1 areTmong the top five largestgrouplSwners in the country. The 1997 national 
revenues foraU radio stations owned byCBS, the owner of WPGQ were $1.5 billion, compared to $9.5 
million and $56.8 miUion for Howard University’s station and all Radio One radio stations, 
respectively.^'

This example is typical of what can be found in several lai^e urban maAets-where top-rated 
minonty-formatti^d and/nr minnnTy-nwned .stations fail m earn advertismg revenues that are

WHUR is a commercial station owned by Howard University, a historically Black college; 
WKYS is owned by minority-owned Radio One.

’’ CBS owns 166 radio stations nationwide compared to 1 for Howard University and 13 for 
Radio One (BIA MasterAccess, July 1998 edition).
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cpmmensurate-withxheir-large^udience.—(Seed/sQ Rating Radsm WhenNa 1 Is Not, by Mira Schwirtz, 
Media Week, June 22, 1998).

This pattern raises several questions: To what extent does ownership size explain discrepancjes----
in advertising performance? To what extent does minority-format or minority o~wnership contribute 
to the inability of stations to earn revenues that are commensurate with their large audience shares? 
And, to t^at extent does the racial/ethnic or economic status of an audience influence the buying 
practices of advertisers and ad agencies?

B. The Research Objective

Following the Commission’s mandate to “identify the specific obstacles that women and 
minorities face” in the communications industry,the FCCs Office of Communications Business 
Opportunities (OCBO) contracted for this study to “examine whether minority or women-owned 
firms, and small firms, which have acquired FCC broadcast licenses, have greater difficulties in 
obtaining advertising or are affected by industry practices which maylower their advertising revenue.”^

Based upon local commercial share rankings for 1997, minority-formatted and/or minority- 
owned broadcasters rank among the top four stations in New York, Washington, D.C, Detroit, 
Houston and Los Angeles. Irweach of these markets many non-minority-formatted stations with / 
fewer numbers of listeners receive greater amounts of advertising revenues. In New-York. for / 
example, the number one station in terms of listeners is WQHT-FM, an urban formatted station ' 
that has a 1997 average local commercial share of 6.90. Easy listening station WLTW-FM also \ 
has a 6.9 local commercial share. The revenues of WLTW, however, are $37.9 million, compared/ 
to $26.6 million for WQHT. Spanish formatted WSKQ-FM is minority-owned and is the third ^ 
ranked station in New York with a local commercial share of 5.2. YetHts^^venues were only.
$20.7 million compared to $32.7.million for WCBS-FM. an oldies formatted station that also had .
a 5.2 rating. The top revenue performer for New York was a mid-market performer in terms of 
local commercial share; WFAN-AM owned by CBS, earned $47 million and averaged 3.1 in terms 
of local commercial share. Data derived from the BIA MasterAccess, July 1998 edition.

“ Market Entry Barriers Report, 12 FOC Red 16802 para. 222.

^ Request for Quote (“Advertising RFQ”), Impaa of Advertising Practices on Small, Minority 
and Women-Owned Broadcasters, F^ Office of Communications Business Opportunities, (97- 
10), July 1997.

iJu^
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The Commiss ion s pecif ically requested an analys is of the impart of “ no Urban dictates ” and “ minority 
discounts.”^

The term, “^o Urban/SpanisI lax. the adven'i’^pt-1
directive that commercial^re notTirEeaired on stations that program primarily to the B 
Hispamc communities^-regardless of data on station ratings, audience demographics or consumption 
patterns.(^Minority discounts” consist of buying time on a minoritv-o^prl r>r min'^riry-fr>rmatTf»d 
satTon at a rate that issubstantially less than what the station’s ratings and audience characteristics 
suggeiTshould be paid. ^

This study was mtended to be a preliminary investigation. Its objective was to analyze 
advertising practices and to identify areas for further research. Specific areas of research concerning 
“no Urban/Spanish dictates” and “minority discounts” include:

► range and extent of the practice;

► motivation factors (e.g. income and/or race of the listening audience);

► impact on station revenues;

► ' impact on power ratios— a station’s ability to convert its listener share into shares of revenue
in a market;

► ownership size; and

► access to capiul and ability to expand.

C. Methodology

The methodology consisted of survey questionnaires, in-depth interviews and quantitative 
analyses. Preliminary efforts were undertaken to refine the research question.

First, CRF determined that it is st^ndardpr^jce in the advertising-industry to targpr ad 
campaigns to consumers who are most likely to purch^ the products or services of tt^^veitiser (see 
Overview of Media Buying, Appendix A). In the case of radio, this means buying commercial time on 
stations that have an audience that satisfies the “buy criteria” (te demographic characteristics that

7^

The Advertising RFQ which solicited bids for this research study mentions “other dictates” i 
addition to “qo Urban dirratps ” Preliminary investigations indicated a need to include “no Spanish 
dictates” in the study. For purposes of this study’s analysis, “Spanish” format-includes \
programming targeted to the Hispanic community, whether provided in the .Spanish language nr in j 
a Spanisl^nglish bilingual format.

Advertising RFQ, page 4.
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advertisers believe best describe the people most likely to purchase their products, such as males with 
a college degree, ages 25 to 54). The fact that most commercial buys on radio are targeted suggests that 
a demographic segment (te males without a college degree, ages 12 to 34) is always excluded from an 
ad campaign.

Given that targeted advertising is a standard business practice, CRF recognized that a causal link 
between poor advertising performance and “no Urban/Spanish dictates” and “minority discounts” 
could not be established, unless “dictates” and “discounts” could be distinguished from justifiable 

Jbusiness practices. In order to do this, it would be necessary to assemble a data set that contained data 
on station advertising performance, as well as audience demographics. The attempt to do this, 
however, resulted in a relatively small data set of 1,533 stations mostly located in the top 100 markets. 
CRF determined that the task of assembling a data set for a representative number of markets and 
stations containing both station performance and demographic data was beyond the scope of this 
project. Subsequent research with appropriate funding is recommended to undertake a full statistical 
analysis of the problem.

The quantitative analysis, more fully explained below, did compare the advertising performance 
of stations controlling for program format, ownership size, and minority ownership. These findings, 
therefore, should be regarded as prirm fade. They will be verified or invalidated by subsequent research. 
They are presented here as preliminary findings and to inform future research efforts.

At the outset, interviews were conducted to refine the research question. In the tdeusionarem..-
ace orinterviewees suggested that bias related to race and ethnicity was primarily b^d on the race 

gthnicity of minority salespeople, and had less to do with the viewing audience. This viewis consistent^\^ 
with the fact that television, unlike radio, is viewed by a broad segment of audience demographics / 
throughout the broadcast day. The exception to this practice is foreign language television. The,x 
investigation of the television medium, therefore, concentrated upon discrimination related to the-^ 
ethnic/racial composition of the salesforce of minority-owned teleyision_statlons,..as_well.as„minQrityJi. 
ownership.

In the rgdinnrpina^ rhe preliminary infprvtpwg cnggpct^^ many cfcirinns anp hindptied in theirf^

ability to earn ad revenues due to advertising practices that disfavor programming targeted to minority ) 
listeners.^^ The main focus of the study with regard to radio, therefore, was directed toward 
detegnining the extent to which, if any, “no Urban/Spanish dictates” and “minority discounts^re 
practiced in the advertising industry and quantifying the relationship between such practices and the 
advertislnglperformance of rninojitydbimatted stations.

/ ..

For the purpose of this study, program formats were categorized as minority-format or 
general market based upon the categories employed by BIA Research Inc., {see Appendix K). BIA 
formats denoted as ethnic, black, Spanish, or urban were categorized as minority-formatted. These 
broad classifications also included subcategories (e.g. urban includes rhythm and blues, urban adult 
contemporary, and urban rap). All other formats were categorized as general market.
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The mutative methodology included in-depth interviews of^l-radioindustiyexecutives. The 
interviews focused on “minority discounts” and “no Urban/Spanish dictates.” A full transcription of 
the interviews is on file with the Federal Communications Commission Office of Communications 
Business Opportunities and in the FCC Library. It is also available as volume III of this study.

In addition, a survey questionnaire was submitted to the General Managers of all 284 minority- 
owned radio stations that are listed in the 1997 minority ownership report published by the U.S. 
Department of Commerce.^ Sixty-four completed questionnaires were returned, representing a 
response rate of 22.5 percent. Survey questionnaires were also distributed to all 30 television licensees 
identified as owned by minorities by the U.S. Department of Commerce. Eleven completed 
questionnaires were returned representing a response rate of 36.6 percent. The survey instruments and 
their consolidated results are presented in Appendix J.

The survey response rates and surveydesign-did-not-produce-resuks-that-ean-be-generaliy^d-to- 
the univei^ of ninorityTrmdcasters^Accordingly,-the-survey-analysis-repre^euts-thejviews_QfonIyL 
tl^se broadcasters who responded to the survey. Further research should be conduaed with sufficient 
resources to provide results that can be generalized to all minority broadcasters. Subsequent research 
should also survey the experience of non-minority owners that air programming targeted to minorities.

Two separate quantitative analyses were undertaken to examine nationwide data on the radio 
industry. The independent variables for the first analysis were program format, the.„ethnic/racial 
classification of the station owner, and number of stations owned nationwide. Two dependent variables 
served as proxies for advertising performance: gcTwet^tioS^^ andstation revenPe.'*" These two variables 
were compared on the basis of the independent variables. TheTesultrbf the analysis are discussed in 
Section III-G2 and Section III-C3.

Data for the first analysis was obtained from the August 1997 edition of the BIAMasterAccess 
radio database prepared by BIA Research Inc. (se^ Glossaiy in Appendix K for description of BIA’s 
methodology for estimating station revenues). The BIA database was queried to produce a list of all 
stations in 1996 with advertising performance data by using the selection criteria: “stations with a power 
ratio greater than zero.’"” This produced a data set of 3,745 stations representing approximately one- 
third of the nation’s commercial radio stations in 1996. The data set included 155 stations that were

“ Mtnariiy Ccmrerdal Broadcast Ounership in the United States (“NTIA Minority Ownership 
Report”), National Telecommunications and Information Administration, U.S. Department of 
Commerce, August 1997.

The power ratio measures a station’s abUity to convert its share of listeners into share of 
market revenue. See, Glossary, Appendix K and note 29, st^a.

Average station revenues reflect average gross revenues, as opposed to net. (see Glossary, 
Appendix K).

A power ratio greater than zero indicates the station reported revenue and listener data.
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identified as minority-owned''^ and 413 stations with programming directed to minority listeners.
Stations included in this data set ranged from Arbitron market number 1 through market 246.
Appendix D contains a frequency distribution table that indicates the number of stations in each 
Arbitron market.

A second analysis sought to determine whether the audience demographics associated with 
minority-formatted programming could be readily distinguished from the demographics of general 
market programming. This analysis was undertaken because it was previously determined that media 
buyers take audience demographics into consideration when deciding where to place advertisements 
(see Appendix A). For this analysis CRF compared minority-format stations with general market stations 
on the basis of average household income and percentage of ethnic/racial listeners. The results of the 
analysis are presented in Section II-Cl.

Data for the second analysis was obtained by combining the August 1997 edition of the BIA 
MasterAccess database prepared by BIA Research Inc. and the Spring 1997 edition of The Media 
Audit prepared by International Demographics, Inc. Pairing data from The Media Audit with data 
from BIA resulted in a combined data set of 1,533 stations. This data set consists of stations-located 
mostly in the top 100 Arbitron markets and includes 98 minority-owned stations and 212 minority- 
formatted stations. See Appendix D for a market frequency distribution table for this data set.

Data comparisons for both analyses were performed using SPSS software version 7.5.

As noted earlier, the funding available for this study was insufficient to undertake a 
comprehensive statistical analysis that simultaneously controls for aU variables that may affect 
advertising performance. Hence, the quantitative findings of this study should be regarded as 
preliminary. They are presented here to inform future research that should control for additional 
variables such as audience income. Therefore, the results contained in this study do not constitute 
conclusions about the causal relationship between the independent and dependent variables. Further 
statistical inquiry is necessary to explore and verify these findings.

D. Summary of Major Findings

Radio. A^ discussed further below, the quantitative data suggest that minority-formatted radio 
stations earned less revenue^eFIistener than stations that aired general market programmingTSectfr^, 
minority-owned radio statiorrs appear to earn less revenues per listener than majority broadcasters that 
Qyned_a_comparable_number-X)f-stations-nationwide. These disparities in advertising performance may [T

"T"be attributed to a variety of factors including: economic efficiencies derived from common ownership,k i, 
advertisers’ or ad agencies’.assessments of a radio audience’s income, spending patterns, and 
responsiveness, to advertising; or ethnic/raciaLstereotyping that influencgsjhe media buying process.

The August 1997 edition of the NTIA Minority Ownership Report was used to flag stations in 
the BIA MasterAccess database as minority-owned. The NTIA list was modified to conform with 
sales transactions that had occurred through August 1997.
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As a preliminary investigation, this smdy was able to establish that disparities in advertising^ 

performance exist. It was_iiot able, however, to determine in quantitative terms the degree to which-J 
each of these factors may explain disparities in advertising performance. FurtheiLStatistical research | 
should^be undertaken to find the answer to this question. h

With regard to the anecdotal data, the results of study survey and interviews suggest that “no 
Urban/Spanish dictates” and “minority discounts” are partly the cause of the disparities in the 
advertising performance described above. According to the anecdotal data, the following factors 
influence the media buying process and to some extent form the basis of “no Urban/Spanish dictates” 
and “minority discounts:”

► racial/ethnic minority consumers are incorrectly stereotyped as Inappropriate consumers to 
receive advertising for certain luxury products or services;

► stations that program to minority listeners are excluded bas_ed on average listener income, 
regardless of data about consumption patterns;, 
the desire to disassociate a company’s image from minority consumers; 
language barriers, in the case of Hispanic radio; 
advertisers’ unfounded fears that minority consumers pilfer;
media buyers’ and advertisers’ unfamiliarity with the consumer habits of minorities; 
efforts by broadcasters and their national sales representatives to discourage advertisements on 
minority-formatted stations; and
the belief that minorities can be reached as effectively through the general media as compared 
to targeted media.

Despite indications that Hispanics and Blacks are a substantial and growing segment of the 
domestic economy {see Section II-B-3 and Q, the-^ecdotal data provided evidence that 
Urban/Spanish dictates” and “minority discounts” are still practicedin the radio marketplace.

no

An example of these practices is the reported refusal of luxury automobile manufacturer BMW 
to consider placing advertisements on urban formatted stations in the New York metro mathet. 
According jojhe station manager of one of the urban stations, BMW also disregarded qualitatiye ,
research showing that Black adults.accounted for46 percent of the people who owned orleased BMWs ) ^ ^!
in New York (seepage 26|s^^4a_page 25 for am.example involving Volvo). In industry jai^on this - 
practice is called “noJ^Midictates*’ or “(po Spanish dictates”,.{te a policy not advertise on stations L 
due to their urban or Spanish formats).
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The results of CEP’s survey research 
provided an estimate of the magnitude of the 

;j'C^rdblem concerning “dictates.”
percent of the minnn'ty rfspnnding.

^tQ.the survey indicated that they had encountered 
“dictates** not to buy commercials on their radio 
station (see page 32).

that
Minority survey respondents reported 

effortT^to overcome ..“dictates” using
audience measurement research yielded rneager 
results. When asked to describe the response of 
(advertisers and ad agencies toward research that 
demonstrated minority patronage for the 
advertised product, survey respondents rated “no 
response” and “acknowledgment of the research,
buLno rescission of the dictate” as the two most 

■common-responses (seepage 38).

The Black consumer is less valued than the 
White consumer and therofore they’re going 
to pay less for Black consumers, ludith Ellis. 
Sen. V.P., Emmis Broadcasting.

[T]he account supervisor for a major car 
manufacturer says to me, “Come on guys.
You know we ’re wasting our time here. ” And 
1 said, “How’s that?” He says, “You know 
the Hispanics don’t buy or lease cars.” Luis 
Mvarcz;:;Sales Manager. WSKO; WPAT. ; l i

There are certain products, name brands, 
who for the longest time didmOt utilize 
Blacks in their advertising even though they 
knew that Blacks represented a significant 
part of their sale volumes. Byron Lewis; 
Chairman. The UniWorld Group

Media executives interviewed for the
study reported that advertisers and/or ad ''............................................................... ..............'
agencies habitually purchase commercial time on
minority-formatted stations at rates that are lower than whatjs_paid to statiom that air programming^ 
to the general market. This practice is customarily caUed?'i^onty discount’ For example, a well- 
known mattress retailer offered to buy time on a New York urban sutTon at a rate lower than what it
offered to pay to a jazz format station under common ownership with the urban station. The urban__
station was offered a discounted rate, despite the fact that its audience size was greater than that of the 
jazz5tationJvloreover, qualitative data ranked the urban station 22 points higher than the jazz station 
with respect to Listeners’ plans, to buy bedding or mattresses (seepage 85).

Minoritybroadcasters responding to the surveyestimatedth^t6^ercer^of)Jie advertisements

purchased on their stations were disrounted. The amount of the disebunt^w^ estimated to be 59 
percent (see page 35)! When asked to estimate the magnitude of sales loss attributable to “no c, 
Urban/Spanish dictates” and “minority discounts,” the mmority broadcasters replied that tkesfi- 
practices reduced their revenues by an average of 63%.

r-
c.'

The corollary to this claim is that minority broadcasters would perfoniiJ:>etter>,andj3QSsibly_ 
exceed the performance of their maionty competitors. Lxut for “minonrydisr,mints”- and “no I Irban/
Spanish dictates.” Quantitative data collected bythis studysuggests that if minority-owned broadcasters ^
and mmority-formatted broadcasters were able to earn revenues at the same rate per listener as general 
market broadcasters, higherperformance levels might be possible. T|ie data suggest that “minorit^ 
discounts” and “no UiBan/Spanish dictates” constitute considerable barriers to competitionTbr/ 
rninonty^bwned^and_minority-formatted'bro''adcasters.

'HP
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CRF employed two measures of advertising performance: station revenues and power ratios.
Station revenues in this study are based upon annual gross revenues. Power ratios indicate whether a 
broadcaster is “overselling” or “underselling” its audience share. Hence, a station with a 1.20 power 
ratio is earning more revenue per listener than a station with a 0.80 power ratio (see Glossary, Appendix 
K).

The analysis of nationwide data indirares that srarinns wirh-minontyPormats averaged powerC-^^^^ 

rams of 0.91, compared to 1.16 for stations with general market programming (see Table 2, page 79). I eiz-y? 
This analysis is consistent with other trend analysis that shows that minority-formatted stations have 
been less able to convert th^iFlistener^ares into advertising revenue, even when they have large 
audiences..'*^

Disparities in advertising performance as measured by power ratios were also observed in terms 
of the racial/ethnic ownership of the broadcaster. Majority owners that aired minority tatyeted 
programming averaged power ratios_£ifJ19j^ompare-d-te-9:82Tor-mineritvmwner5r- The average 
power ratio was 1.16 for majority owners in general market format, compared to 0.85 for minority 
owners in general format.

These disparities persist when comparing minority broadcasters to majority broadcasters of 
comparable size. Small"*^ majority-owned broadcasters that target programming to minority listeners 
averaged power ratios of 0.99, compared to 0.82 for minority broadcasters in that format. In the

James H. Duncan’s 1997 report on radio revenue and ratings documented this trend over 
time. CRF computed the historical average for the power ratios of minority and general.market 
formatted stations analyzed by Duncan between 1991 and 1996. During that period, the power 
ratio for the stations analyzed by Duncan averaged 0.96 for Hispanic formats and 0.73 for 
urban/black formats, with a combined average of 0.85. For general market formats, the average 
power ratio between 1991 and 1996 was 1.07. The historical data indicate that during this 
decade. Black and Hispanic formats have been less able to convert their share of the listening 
audience into revenues than general format stations. This time series analysis is consistent with the 
anecdotal evidence in this study. See, James H. Duncan, Share-to-Revenue Conversion 
Ratios, (Some call them Power Ratios, We call them Conversion Ratios) and Format 
Performance Analysis, " ("Duncan’s Power Ratio Analysis "), Duncan’s American Radio, Inc., 
May 1997, page 5.

Small majority owned broadcasters airir^ minority-formatted programming were defined as 
those owning 17 or fewer stations nationally in 1997, mirroring the range of minority ownership in 
that format. The average number of stations owned nationally by minority broadcasters airing 
minority-formatted programming was 4.4. The average number of stations owned nationally by 
small majority broadcasters airing minority-formatted programming was 4.9. 5a? Table 2, page 79; 
see also, NTIA Minority Ownership Report, 1997 and the August 1997 edition of the BIA 
MasterAccess.
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general market format category, small majority owners averaged power ratios of 1.16, compared to 
0.85 for minority owners.

In terms of station revenues, general market stations averaged revenues that were 12% greater 
than minority-formatted stations. Majority broadcasters, overall, outperformed minority broadcasters^ 
within both format categories. Stati^ revenues Tor majot^ broadcasters that aired general market^ 
programming were on average 79% greater than those of minority competitors withinIhe sarn^ 
format. Majoritybroadcasterslhat aired minonty^oiinatteflprQgrairuTiing averaged revenues that were 
2Q%~higher than those of minnnty_hmadcastersJn_rhe same format category.

A comparison of broadcasters of comparable size‘s indicates that general market majority- 
owned broadcasters averaged revenues that were 14% greater than minority-owned stations within the 
same format category. Significantly, the revenue comparison indicated that minority broadcasters that 
target minority listeners outperformed small majority broadcasters in both format categories. Station 
revenues for minority-formatted, minority-owned broadcasters were 65% greater than small majority 
competitors with minority targeted programming, and 22% greater than small majority competitors in 
the general market category.'*^ This finding indicates that minority-owned broadcasters are strong 
marketplace competitors. Their advertising perfnrmanrp wnnIH liPply he even hprrpr^ allnwing them 
to-provide more service to their listeners and to grow at a competitive rate, were it not for the 
advertising practices analyzed in this study. ^

On the basis of station revenues and power ratios, general format stations outperformed 
stations that targeted programming to the minority audience. Majority broadcasters a^a whole that 
aired general market programming performed better than minoritvandimall iriajorityhr^casters-that 
aireri minority formats. These findings based upon nationwide data are consistent with anecdotal 
evidence that suggest that advertisers^and/or ad agencies place less value on the minority consumer.) 
The-anecdotal evidence and quantitative findings, taken together, suggest that in the^bsence of j '' 
“jninority discounts” and “noUrban/ Spanisirdictates.”~iriIrioritwOWne'd~andTninoritv-foTmatted ! 
stationTwoulri^m more revenue per listener than they do currently.

Small majority owned broadcasters in general market format were defined as those owning 26 
or fewer stations in 1997, mirroring the range of minority owners in that format. The average 
number of stations owned nationally by minority broadcasters and majority broadcasters airing 
general market programming was 7.4. 5a? Table 2; see also, NTIA Minority Ownership Report, 1997 
and BIA MasterAccess database, 1997.

The basis of the revenue comparison of broadcasters of comparable size was the same as that 
for the power ratio comparison. See, notes 45-46, siq)ra.

Revenue comparisons in this study did not control for the market rank of stations. As noted 
in Section II-G2-C, minority broadcasters are more concentrated than majority broadcasters in 
large urban markets where station revenues are higher. Such variations in market rank affect 
revenue comparisons (sceQiart L).
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Research beyond the scope of this preliminary investigation is required to determine the 
relative effect of various independent variables (ownership size, audience income, audience ethmcity, 
minority ownership, program format, etc., see Section II-D) upon advertising performance. M f 
prehminarv research, the findings presented by this report may be confirmed or disproved by
subse^ent research. These findings are presented zs^primi feieevidence of_practices in the advertising 
industry that discriminate againstmmoritylistenei^ndTndirecdy against the stations that serve thgnt 
They arealso intended rn highlight areas for further mquuy.

Women-Owned Radio Stations. Until October 1998, the FCCdid not require broadcasters 
to report the gender or race of station owners.'*^ In an effort to identify women owners to be examined 
for this study, CRF contacted American Women in Radio Television and Film, the National 
Telecommunications and Information Administration (“NTTA”), and the Federal Communications 
Commission. NTTA publishes an annual List of minority broadcasters, but does not identifythe owners’ 
gender. While that list is an indispensable tool for examining minority ownership, one may only 
estimate gender by examining first names. Apart from this source, CRF was able to identify only six 
radio stations owned by two non-minority females. Limits on the funding allocated to tliis study 
prevented a more exhaustive effort to identify all female radio and television owners. Considering the 
distinct possibihty that there maybe more women owners, particularly of large station groups, CRF 
concluded that there was inadequate data at this time upon which to base an analysis.

It is recommended that subsequent research first undertake to identify the nation’s female 
broadcasters. A study should be conducted to assess the impact of advertising practices upon female 
broadcasters from the standpoint of programming formats that target women viewers/listeners, the 
presence of women in the station’s sales force,,the station’s status as female-owned, and the ability of 
female entrepreneurs to raise capital.

Minority-Owned Television. Television programming is not targeted through the course of 
the broadcast day to a narrow audience demographic in the same way as radio. This makes it less likely 
that the revenue earning ability of minority television stations can be Imked.to ad agency .or advertiser 
bias against an audience, though it may vary by show. The only instance in which such bias was 
identified was in the context of Spanish-language television. One station reported negative advertiser 
support due to the station’s Spanish-language format and the Hispanic composition of the audience 
(sa? Section III).

Other reported instances of lack of advertiser support originated from Home Shopping 
Network (HSN) affiliates. Based upon 1997 estimates of minority television ownership, 25 percent of 
the Black owners aired commercials 24 hours a day as HSN affiliates. Qimplaints about advertiser 
support originating from minority-owned HSN affiliates are believed to stem from advertiser reluctance 
to support this unique format, and not from the racial/ethnic composition of the viewing audience.

See, In the Matter cfPolicies and Rules Re^rding M inority and Female Ounetsh^ of Mass Media Facilities, 
FCC 98-281, MM Dockets 98-43 &94-149, released November 25, 1998, 1998 WL 814552 (stations 
must report race and gender of owner on FCC broadcast ownership reports).
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There was no consensus on the part of the survey respondents concerning the effect of 
minority sales staff , minority ownership or minority-oriented programming on the ability of the 
television stations to earn advertising revenues. Therefore, no conclusions or generalizations can be 
made in this area.

Further research is recommended to analyze the impact of advertising practices which take race, 
ethnicity or gender into account on television, particularly their impact on which shows are produced 
or aired and the advertising performance of programs. Research should also examine the impact, if any, 
of advertising practices on the images of minorities and women on television programming.

E, Policy and Research Recommendations

This study was intended to be a preliminary investigation of praaices in the advertising industry 
that affect broadcasters. Recommendations for further research and a process for developing policy 
initiatives are summarized below.

1. Further Research Recommendations

As noted earlier, it is a normal business practice in the advertising industry to tai^et advertising 
to probable consumers. Hence, it is essential that research_undertaken-as-a follow-up. to this smdy 
distinguish between legitimate business practice.y3nd-ihosfHwHeh-mayfif>r4>p--jHstifiablf---in-retTnx^f- 
nondiscriminatory marketing objectives.

One such method is to compare the general market cost per point paid to general market and 
minority-formatted sutions. Thexost per point is the pn'ce that an advertiser pays to reach 1% of the 
audienee4n-a.^p€Gi£iG-metf0-maihet (see Glossary, Appendix K). Section II-G2-d presents evidence 
that minontyTormattcd stations-receive-general.market cost per points that are di^ounted. iTTOrder 
to prove a pattern of such practices, however, a researchermust have access to proprietary information. 
Advertising agencies and national rep firms generally maintain such records. attempted to, but 
could not, obtain such data. Jt mav-be necessary for future researchers to avail themselves of the 
subpoena powers of the federal government in order to access such information.

On the basis of questions raised by this study concerning the impact of advertising practices 
on minority-owned and minority-formatted stations, CRF also recommends the following research
mitiative:

A broader study, funded with sufficient resources, should be undertaken to analyze the impact 
of various factors on broadcasters’ performance. Such an analysis will help the FCC identify 
whether there are impediments to entry and growth in the broadcast industry that warrant 
Commission action, and the reasons for those obstacles.

The analysis should examine faaors such as: the impact of ownership size on revenue and 
power ratios; advertising pricing variances (including cost per point variances) by format; the 
racial/ethmc classification of the owner, and owner size; differences in quantity of advertising
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time made available by stations; consumer responsiveness to advertising on minority-targeted 
media compared to general market media; the extent to which a broad variety of formats are 
subjected to systematic “discounts,” or “dictates” based on the audience served; the relationship 
between “dictates” or “discounts” and the range of formats on a broadcaster’s stations; the 
extent to which “discounts” are based on audience income levels for various formats; the 
quantity of discounts experienced by minority-formatted stations and other formats, and their 
pervasiveness; the extent to which discounts maybe related to station classifications of power 
and reach (ie AM or FM, Qass A or Gass Q; the extent and pervasiveness of “no 
Urban/Spanish dictates,” and the use of dictates for other formats.
KJlU<X.\.y *jp<uu:>u UU^UtLC^, <U1L1 tllC lUl ULllCi LKJLILLAIO,

► Additionally, the analysis should consider the impact of the race/gender of station, ad agency, 
advertiser and representative firm personnel; the practices of broadcast owners in competing 
against minority-formatted or minoiity-owned staions based upon misre"pfe^ntations and 
improper disparagements; the ownership of radio and television stations by women; whether 
stations tary;eting programming at women are subjected to similar practices in the advertising 
industry,^and the influence of such factors.

► The analysis should also probe the use of media ratings services in advertising decisions, 
particularly unaccredited services. It should examine the effect of audience undercounting by 
media ratings services on the advertising performance of minority-owned and minority- 
formatted broadcasters. It should investigate the impact of advertising praaices on viewers and 
listeners, ie whether they affect the availability of format, diversity of viewpoints on the 
airwaves, and broadcasters’ service to the American public. Tinally, the analysis-should 
investigate whether minority or women owners encounter barriers based on race or gender, and 
whether any such findings justify remedial measures or incentives to remove barriers to market 
entry, growth and competition for small, minority and women-owned radio stations.

2. Policy Initiatives

On the basis of the comprehensive study described above, the Federal Gjmmunications 
Commission and the Federal Trade Commission should coordinate efforts to address the research 
findings. Specifically, the two agencies should;

► Assemble a joint taskforce to develop standards for acceptable advertising practices. Standards 
adopted by the tasTTforce should be included in a joint polrcv statement issued b>/the Federal
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Trade Commission'*'^ and the Federal Communications-Commission- stating their shared and 
separate jurisdictions. The policy statement should be open for public comment before being 
implemented. The Federal Trade Commission should have primary jurisdiction regarding 
instances in which advertisers, ad agencies, or broadcasters are alleged to have violated 
regulations governing unfair and deceptive business practices. The Federal Communications 
Commission should take the Federal Trade Commission’s findings into account when 
determining whether the public interest would be served by renewal of a broadcasters’ license 
or other FCC actions including sanctions.

Recommend whether an executive order should be issued that prohibits federal agencies frc(m 
co^raaing with ad agencies or advertising representatives that practice "no Urban/^anislt^ A 
dictates,” “minority discounts,” or that-Otherv^e tail to conform to the standard of pt^nrtrps j 
adQpmdd?ythe lomt task torce.^_!_A 1989 General Accounting Office report on federal use of^ 
small and disadvantaged advertising subcontraaors estimated federal advertising expenditures/ 
to total $165 million.^ Such spending capacity should be used to leverage compliance with 
standards established by the joint task force.

Require broadcasters to show cause why they do not use an audience research service that is 
accreditedT)y-the-Mediard^tingsH3ouncil: Broadcasters that use non-accredited research'^ 
services-should”belequir^”to prominently di^ose that fact to advertisei^ad agencies and 
others tharrelyupon such data.

3. Private Sector Initiatives

Section 5(a) of the Federal Trade Commission Act appears to provide the Federal Trade 
Commission with authority to exercise jurisdiction over advertisers, ad agencies and other entities 
involved with the media buying process to the extent that they engage in practices affecting 
commerce that are unfair, false, misleading or misrepresentations of fact. 15 U.S.C § 45(a)(1) 
(“Unfair methods of competition in or affeaing commeice...are hereby declared unlawful.”).

The findings of this study suggest that “no Urban/Spanish dictates”and “minority discounts” 
undermine the revenue generating ability of broadcasters and consequendy their ability to obtain 
financing and to serve the public interest with quality programming. Such practices appear to 
constitute barriers to competition and market entry. Section 257 of the Telecommunications Act 
of 1996 provides the Commission with the jurisdictional authority to examine and eliminate such 
baniers.

See also, NonDiscrimination in Advertising Act of 1991, RR 285, 102"^ Cong., U Sess. (1991), 
(.^pendix B) (bill intended to deny tax deductions for advertising expenditures for persons -i^o 
discriminate against minority owned or formatted communication entities in the purchase or 
placement of advertisements).

US. Government Accounting Office, Federal Use of Small Disadvantaged Subcontractors is 
Minimal (GAO/RCED-89-54), June 1989.
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In the private sector, CRF recommends:

► The broadcast and advertising industries should develop a code of conduct for advertisers, their
representatives and broadcasters. The code should indicate that decisions about buying ads 
should be based on market research supplied by accredited ratings services. It should require 
broadcasters and advertising representatives to prominently disclose whether the research upon 
which they are relying is accredited by the Media Ratings Council Such research should take 
consumption patterns into account. The code should prohibit the practice of “no 
Urban/Spanish dictates” and “minority discounts.” It should require that stations be evaluated 
based on their individual merits, including their audience ratings and demographics. The code 
should require workforce training regarding laws prohibiting unfair or deceptive disparagement 
of a competitor, and training regarding diversity. The code should encourage diversityin hiring. 
All employees, regardless of race/ethnicity or gender, should receive training and work 
experiences that may lead to promotion.

4. Serving the Public Interest

The issues discussed in this study ultimately affect the quality of programming made available 
to the listening pub he. To the extent that advertising practices constitute barriers to competition, 
broadcasters arc less capable of providing a diverse range of viewpoints and a plethora of high quality 
programming choices. Congress, the Courts.^^ and the FCC?'* have repeatedlyexpressed eoneem that 
a diversity of viewpoints must he reflected in the hroadra<;t mpHio Iri'^^H, tbic invpstig^tinn of barriers 
to competition k an niitgrnwth nf Cnngrpssinnal pnliry “favnnng Hivpniiry nf'media Voices, land] 
vigorous economic competition.”^^

“ See, Associated Press v United States, 326 U.S. 1, 20 (1943) (“[The First Amendment] rests on the 
assumption that the widest possible dissemination of information from diverse and antagonistic 
sources is essential to the welfare of the public....”) See also, Metro Broadcasting Inc, vFCC, 497 U.S. 
547, 568 (1990), (overruled on other grounds, Adarand Constructors, 515 U.S. 200). In Metro, the 
Court commented,“[T]he diversity of views and information on the airwaves serves important First 
Amendment values....The benefits of such diversity arc not limited to the members of ininority 
groups who gain access to the broadcasting industry by virtue of the ownership policies; rather, the 
benefits rebound to all members of the viewing and listening audience.” Metro Broadcastvnglnc., 497 
US. 547 at 568.

^ Statens (fPolicy on Minority Owiership, 68 FOC2d979, 981 (1978) (“Adequate representation 
of minority viewpoints in programming serves not only the needs and interests of the minority 
commumty but also enriches and educates the non-minority audience.”)

'' Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat 56 (1996), 47 U.S.G § 257(a) 
&(b). (“[In] identifying and eliminating...market entry barriers....the Commission shall seek to 
promote the policies of this Act favoring diversity of media voices, vigorous economic competition, 
technological advancement, and promotion of the public interest, convenience, and necessity.”)
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The public interest consequences of “no Urban/Spanish dictates” and “minority discounts” 
are eloquently stated by Tom Castro, Chairman and President of El Dorado Communications:

1) Because (f the discounis, sometimes you can’t compete and keep your bestpeopk. And that leads [ 
to a brain drcdru We do the hard uork (ftrcdning them, and then thy go offand itorkfor these larger 
corrpanies...; 2) Ourprffts are less. If our profits arefeuer, then uhen it comes time tobty tloe station 
that comes upfor sale in a fiven city uhere ue’re corrpeting uith CBS arid Clear Chcmriel and ABC, 
tljy’re^ng to be abk to outbid usfor thoseproperties because of theprofits that thy have built up over ' 
time. Aid so that means thy haveyet another scarce frequeny that thy control, andiue are losing the 
opportunity to bmld uealthfor ourselves. 3) The quality of ourprvff-amnzng nhik good, iwuld be . 
better if ne had nrore profits. If ue had more prrfits tie could invest that back into our business. So, 
it’s harder to remain conpetitive and it’s harder to promote yourformat to the prublic.... It’s a ddous 
drck.^^

The “vicious circle” described by Tom Castro affects all broadcasters that tai^et programming
to minonty listeners. However, minority broadcasters appe 
numbers.

Kf* in Ailispropo itionate

The vast majority of stations owned by minority broadcasters provide programming designed 
to serve the needs of minority listeners (see Chart A). Seventy-five percent .of.all stations owned by 
minorities are classified as minority format.^^ In contrast, 8% of stations owned by majority group 
members are classified as minority format (see Chart A). Majority owners control 267minority- 
formatted stations, compared to 116 owned by minonties. However, the greater tendency of minority 
owners to serve the minority mmmnniry^^ means that prartirec cneh a«; “no T Trban/qpanish dictates” 
and “minority discojuntslLhave a disproportionate effect on minority broadcasters.

■A

“ Telephone interview with Tom Castro, Chairman and President of El Dorado 
Communications, December 14, 1998.

As discussed in footnote 210, many minority-owned broadcasters that identify their stations as 
general market format have high levels of minority listeners. They may be self-designated as 
“gospel” or “religion,” but their audience is predominantly minority.

“ See also, Metro Broadcasting, 497 U.S. 547, 580-581 (“Evidence suggests that an owner’s 
minority status influences the selection of topics for news coverage and the presentation of editorial 
viewpoint, especially on matters of particular concern to minorities.”) The FOCs Office of 
Communications Business Opportumties is undertaking a study to examine the current linkages 
between minority ownership and broadcast content, focusing on news and public affairs 
programming.



{
Section I. Introduction & Summary 
Page 22

When Being No.l is Not Enough

Chart A

% of Stations with Minority or General Market Format by Owner Race/Etlinicity

Minority Broadcasters 

75%

Minority-Formatted

Majority Broadcasters 

92^

General Market-Formatted

General Market-Formatted

8%

Minority-Formatted

Data: BIA MasterAccess, August 1997 edition.

“No Urban/Spamsh dictates” and “minoritydiscounts” effectivelyreduce the revenues a station 
earns per listener. Consequently, such stations have fewer resources with which to serve the needs of 
listeners in terms of news, public affairs or entertainment programming.

^e findings of this study coristimtej^i^^zdeeyidenee^htat^^diciates” and “discounts” impede 
m^^LenCiy, aecgsjcrca]^a1:;^omp^inn"and di-\^^iry. nf viewpoint.. The findings of this study 
warrant further research. Based upon the conclusive findings ofTollo^up research, the Commission 
should decide whether to exercise its jurisdiction to eliminate market entry bam'ers_c.aiLSP-d-hy—no 
Urban/Spanish dictates” and “minority discounts.”
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June 7, 2000

Mr. John D. Podesta
Chief of Staff to the President
The White House
1600 Pennsylvania Avenue NW
Washington, D.C. 20500

Dear Mr. Podesta:

You will recall from our previous conversation at the White House that we, along with our 
Congressional Black Caucus (CBC) and Congressional Hispanic Caucus (CHC) colleagues, have 
been working on the most important issue of parity in advertising for minority-owned advertising 
agencies and media outlets. The regrettable and unfortunate lack of fairness and parity in the 
budgeting and pricing for minority-owned and operated media companies and advertising agencies 
has been long unresolved. Since September of 1998, we have been working with the American 
Advertising Federation (AAF), minority advertising agencies and ad companies, and other groups 
to address the challenge that all minorities have achieving equal opportunity to compete in 
advertising. Strong minority companies not only increase tax revenues to federal, state; and local 
governments, they also offer employment and training opportunities that might not otherwise 
exist.

On January 13, 1999, the Federal Communications Commission (FCC) released its report, “When 
being No. 1 is Not Enough: The Impact of Advertising Practices On Minority-Owned & Minority 
Formatted Broadcast Stations.” This report mirrors the sentiments of many minority media 
companies and ad agencies: the impact of advertising practices on minority-owned and minority- 
formatted broadcast stations is bleak, shameful and inexcusable. This report represented a start, 
and is an important analysis, but it was clear that more work was needed. Therefore, we formally 
requested that the GAO conduct a government-wide analysis of the amount of minority 
advertising and advertising agency contracts that have been awarded for the past ten years. The 
goal of this request was to determine exactly where the federal government stands as the example 
to the rest of private and public industry in this issue, and to suggest possible non-partisan and 
objective recommendations for improvement.

The results from the first phase of the study are complete and they are troubling. Total federal 
advertising contract obligations increased from $139 million in fiscal year 1994 to $368 million in 
fiscal year 1998. During the same time, obligations to small disadvantaged businesses peaked at
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$3 million or 3.1% of obligations in fiscal 1995, and declined to 1.2 million or 0.3% in fiscal year 
1998, with 66% going to women-owned businesses. In 1998, some 91 percent of the total federal 
advertising budget was allocated to large agencies, none of which are owned by women or 
minorities. We are enclosing for your review a copy of the GAO study.

Vice President Gore has been a supporter of this issue and we greatly appreciate his continued 
support. Thank you for your time and attention to this important issue. We feel it is important to 
keep you informed on this issue because of its importance to the CBC and CHC. We would like 
to meet with you at your earliest convenience. We will have our staff contact your assistant to 
schedule an appointment. Do not hesitate to call us if your have any further questions. We look 
forward to hearing from you.

Sincerely,

CAROLYN C. KILPATRICK 
Member of Congress

ROBERT MENENB 
Member of Congress

CCK:kr
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April 17, 2000

The Honorable John D. Dingell 
Ranking Minority Member 
Committee on Commerce 
House of Representatives

The Honorable Carolyn Cheeks Kilpatrick 
House of Representatives

Tlie Honorable Robert Menendez 
House of Representatives

Subject; Federal Advertisiiig Contracts: Distribution to Small Disadvantaged Businesses

JTis letter responds to youi- request for a review of the distribution 'of federaJ contract dollars 
for advertising services to minority-owned businesses. Since data on all minority-owned firms 
are not readily available, we are hmited to providing data on small disadvantaged businesses 
(SDB) and women-owned businesses.' Specifically, as agreed with your offices, we are 
providing information on (1) the goals established for federal contracting with small minority- 
ovsuied and women-owned businesses; (2) trend data on the distribution of prime advertising 
obligations for fiscal ycais 1994 through 1998; (3) information on the distribution of ai\d 
competition for advertising contracts with fiscal year 1998 obligations; and (4) information on 
the distribution of subcontract awards to SDBs for selected advertising contracts.

Oiu review Was based on analysis of pertinent legislation and interviews with officials at the 
Small Business Administration (SBA), the General Services Administration's (GSA) Federal 
Procurement Data Center (FPDC), the American Association of Advertising Agencies, and the 
American Advertisers Federation. In addition, we obtained and analyzed data from the 
Federal Procurement Data System (FPDS) on contract obligations categorized as advertising 
seivices. We did not verify FPDS data nor did we evaluate how contracts were solicited, 
which is a subject of a future review.

Ci.iiiTally. an SDB is a .small Inisinnss llial is al. leasi .=>1 purcenl unrondilionally uwnocl by one or more in<li\icliials whonre hoi.h 
si.'i.iiJlv aiul economically (lis.nlvanlmieil Namerl groups tlial are considerfcl .socially anil economically fli.sadvanta.ged ace black 
.Aini'iicaiLs. Hispanic .Amencans. Kalin' .Ami.ni.ans .md Asian I’acilic .'Vmehcan.s la I.l S.C §6o7.
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We conducted our review from July 1999 to January 2000 in accordance with generally 
accepted government auditing standards. We requested comments on a draft of this letter 
from the Administrator of SBA. SBA’s comments are discussed at the end of this letter.

Results in Brief
The Small Business Act, as amended, establishes a govemmentwide goal that a minimunr of 
23 percent of all federal prime contract dollars should be awarded to small businesses.^ The 
Small Business Act also establishes govemmentwide goals for SDBs and women-owned small 
businesses that each group receive not less than 5 percent of the total value of prime and 
subcontract awards for each fiscal year. Although SBA has established industry-specific size 
standards for what constitutes a small business, including advertising, there are no industry- 
specific contracting goals. In addition, large businesses with contracts generally exceeding 
$500,000 that offer subcontracting possibilities are required to prepare subcontracting plans 
on how they intend to use small businesses, SDBs, and women-owned small businesses as 
subcontractors. They must also prepare semiannual reports on the actual distribution of 
subcontract dollars.

Total advertising contract obligations increased from $139 million in fiscal year 1994 to $368 
million in fiscal year 1998. During that same time period, the share of prime contract 
obligatiorrs to SDBs peaked at $3 million, or 3.1 percent of the total contract obligations in 
fiscal year 1995, and experienced a general decline to $1.2 million, or 0.3 percent in fiscal year 
1998.’

Analysis of fiscal year 1998 obligations made under prime contracts for federal advertising 
showed that $337 million, or 91.4 percent, of the total advertising contract obligations were to 
large businesses. Twelve federal agencies or departments funded these obligations under 36 
contracts awarded to 26 different contractors. The five largest advertising contracts, which 
included the antidrug contract with the Department of Health and Human Service (HHS), and 
four recruiting contracts with the Departments of the Army and the Navy, accounted for 78 
percent of the obligations. FPDC reports show that 20 of the 36 contracts were awarded using 
full-and-open competition. Another 10 contracts were purchase orders or blanket pmchase 
agreements.’ Two contracts were awarded on a sole source basis, and one contract was 
awarded under a multiple award schedule.” FPDS data were not available on the type of 
sohcitation for the three remaining contracts.

FPDC data show that during fiscal year 1998, funds were obligated to 10 SDBs imder 10 prime 
advertising contracts awar ded by 5 federal agencies or departments. FPDS data available on

‘15 u s e §r)‘14(g)(l). Tho Small Biisinp.ss Reaulhorization Act of 1997 increased the goal from 20 to 23 percent. Public I.aw 105- 
1.35. December 2, 1997

Some SDBs arc also women owned businesse.s that have experienced a similar decline between fiscal years 1994 and 1998.

'FPDS dal<a do not reveal the nature of competition for the underlying contrat t from which the purchase order nr blanket 
purchase agreement was drawn

Oenerallv. a coriiiaclor is placed on a multiple award scheilule under a compelitice [irijcess
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the type of solicitation for 7 of the 10 contracts showed that 4 were awarded through other 
than fuJl-and-open competition; 2 were awarded as small business set-asides;'^ and 1 was 
awarded imder a multiple award schedule.

There axe no govemmentwide goals for awarding a particular percentage of advertising 
subcontract dollars to SDBs. However, if a prime contract exceeds $500,000 and offers 
opportunities for subcontracting with SDBs, the prime contractor must establish plans for 
distribution of those subcontracts and report on the amount of subcontract funds awarded to 
SDBs from contract inception through completion. Subcontracting reports were required on 
12 of the 36 advertising contracts with large business firms that received fiscal year 1998 
obligations. These reports show that SDBs received over 8 percent of the total subcontracting 
funds awarded under these 12 prime contracts, although the SDB share varied widely from 0 
to 50 percent.

Goals Established for Federal Contracting With Small Minority- 

Owned Businesses
The Small Business Act, as amended, establishes a govemmentwide goal that a minimum of 
23 percent of all federal prime contract dollars be awarded to small businesses. The Small 
Business Act also establishes govemmentwide goals for SDBs and women-nwned small 
businesses that each group receive not less than 5 percent of the total value of prime and 
subcontract awards each fiscal year. One mechanism that helps agencies meet their SDB 
contracting goals is section 8(a) of the Small Business Act.' Under this provision of the act, 
certain contracts can be reseiwed for SDBs in the 8(a) program thus ensuring their 
participation. Although the goals are govemment%vide, agencies may negotiate specific goals 
with SBA that may be higher or lower than the goveirunentwide goals." According to SBA 
officials, there are no industiy-specific goals, either govemmentwide or by agency. FPDC 
collects data and reports govemmentwide and agency prime and subcontract goal statistics.

In addition, large businesses with advertising contracts exceeding $500,000 that have 
subcontracting possibilities are required to submitsubcontracting plans to establish 
percentage and dollar goals for subcontracting with small busmesses, SDBs, and women- 
owned small businesses. The contractors are to report semiannually to the contracting officer 
on how they actually performed compared to their plan.

.A SMUill lm.siiio.s,s sel iisiclo is Iho rpsorvalion of an ac quisition uxclusiccly for parlicipation by small business c.onccms.

'ir> I,: S.C. 5 Il.j7(a) (IWn).

.A SL'pai aiu siaiul.niy pioMsion. a|iplu;abln oiilv to itui Di'pailimml of flofunst', llif Coiusi (luat il, and Uin Nanonal AurnMauMrs 
and Spac e.- .Adininislnilion sots a S-porct-nt sjcial for c rmti ac.t.s and .siibcnnt.nic t.s to be i‘Mti-ic-d into with SDBs 111 1' S C i 
2:bi:i(al(l)(A).
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Trend Data on Advertising Contract Obligations for Fiscal Years 

1994 Through 1998
Total advertising contract obligations increased from $139 million in fiscal year 1994 to $368 
million in fiscal year 1998. The yearly changes in obligations during this 5-year period are 
shown in figure 1. During the same period, the share of advertising obligations going to SDBs 
and women-owned businesses generally declined. Details on this trend are presented in figiu e 
2.

As shown in figure 1, obligations for advertising contracts totaled $139 million in fiscal year 
1994 and then trended downward for 2 years before increasing to $368 million in fiscal year 
1998.

Figure 1: Total Advertising Obligations to Prime Contractors, Fiscal Years 1994-98 
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Source; GAO analysis of FPDS data.
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According to SBA officials, SDBs are generally minorily-owned linns. For Jin advertising 
agency to qualify as a small business, the criterion established by SBA is $5 inilLion or less in
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annual receipts." FPDC data for fiscal years 1994 through 1998 showed a generally declining 
trend in obligations of prime contract advertising dollars to SDBs and wonien-owned 
businesses. The share of total contract obligations awarded to both SDBs and women-owned 
businesses peaked at 3.1 percent in fiscal year 1995 and declined to 0.3 and 0.5 percent, 
respectively, in fiscal year 1998. Figure 2 shows the percentage of prime contract dollars 
obligated to SDBs and women-owned businesses from fiscal years 1994 to 1998.

Figure 2: Proportion of Women-owned and SDB Prime Advertising Contract Dollars as a Percentage of 
Total Federal Advertising Obligations
Percentage of women-owned and SDB contract dollars

1.5

1994 1995
Fiscal years

.1.7

1996 ,1997 1998

Small disadvantaged businesses 

Women-owned businesses

Note: Women-owned SDBs are reported in both categories shown above in figure 2. For the 5-year period, the women-owned 
portion of SDB obligations ranged from 26 to 88 percent, and the SDB portion of women-owned business obligations ranged 
from 33 to 80 percent.

Source: GAO analysis of FPDS data.

’.SB.\ is iiulhorizptl to csUiblisti size stamlnrrls for small businesses. Consideration is given to economic I,actors comprising tlie 
stnif lure of an industi-y, including de.gree of compehtion, average finu size, slart-iip co.st, entry bairicis, and dislnbiirion of linns 
fiy size. StandarrI.s vary by iiidiisi.ry, for exani|)le, including annual rei eipi.s i.liresliolds of ^.a million for adveitising agencies and 
510.5 million for lele'.ision firnadciLsting siations.
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Advertising Contract Obligations for Fiscal Year 1998
Analysis of prime advertising contracts with obligations in fiscal year 1998 showed that most 
of the funds that were obligated involved contracts awarded to a few large firms. Most of 
these contracts were awarded through full-and-open competition. Although funds were 
obligated to 10 SDBs under prime contracts in fiscal year 1998, these obligations accounted 
for a very small share of the federal advertising dollars obligated that year, and most were 
awarded by other than full-aind-open competition or through set-asides. SBA officials told us 
the low percentage of advertising contracts going to SDBs and women-owned businesses may 
be explained in part by the large size of many government contracts. They noted that in fiscal 
yecu 1998, about 86 percent of all advertising contract obligations were for $10 nullion of 
more and, thus, largely beyond the reach of small businesses.

In fiscal year 1998, the federal government obligated about $368 million on 85 different prime 
advertising contracts. Obligations on contracts with large businesses accounted for-about 
$337 nullion, or about 91.4 percent, of the total contract obligations. SDBs accounted for 
about $1.2 million, or about 0.3 percent, with nearly 66 percent of these obligations made to 
women-owned businesses. Other women-owned small busifiesses accounted for another $1.2 
million, or about 0.3 percent. Other small businesses accounted for about $29 8million, or 
almost 8.1 percent. Other types of businesses, such as nonprofit and foreign-owned 
companies, accounted for about $0.5 million, or about 0.1 percent. Table 1 shows a summary 
of the distribution of prime advertising contract obligations in fiscal year 1998.

Table 1: Summary of Distribution of Prime Advertising Contract Obligations in Fiscal Year 1998

Type of business
Number of

contractors
Number-of 
contracts

Contract 
obligations ($000)

Percentage 
of total

Large 26 36 $336,897 91.4%
Small disadvantaged
Women-owned 5 5 740 0.2
Not women-owned 5 5 450 0.1
Subtotal 10 10 1,190 0.3

Other small (not SDB)
Women-owned 4 4 1,246 0.3
Not women-owned 25 27 28,591 7.8
Subtotal 29 31 29,837 8.1

Other (e.g., nonprofit) 8 8 489 0.1
Total 73 85 $368,413 100%
Note: Percentages do not add to 100 due to rounding. 
Source: GAO analysis of FPDS data.

Most of fiscal year 1998 fimds (hat were obligated to advertising contracts went to a few large 
finns. The five largest obligations accounted for 78 percent of total contract obligations and 
were awarded to tluee large firms. Fimding for the five largest obligations in fiscal year 1998 
came from HHS for an antiding campaign and the Army and the Navy for recruiting 
ctunpaigns. Total advertising obligations in fiscal year 1998 to large businesses went to 26 
firms that had a total of 36 advertising contracts. We coidd not readily determine whether 
these firms were minority-owmed, in pait because the FPDC does not collect those data, Init 
also because 18 of the 26 finns were publicly held. However, FPDS docs collect data on

<r
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whether firms are women-owned, and that data for fiscal year 1998 revealed that none of the 
26 large contractors were wornen-owned firms. Table 2 lists all 36 prime contracts to large 
firms in fiscal year 1998, including the awarding federal agency or department, contractor, 
type of solicitation, and contract obligations.

Table 2: Prime Advertisinq Contract Obliqations to Large Businesses in Fiscal Year 1998

Type of
Contract

obligations
Agency/Department Contractor solicitation (SOOO)
Health and Human Services Bates Advertising USA, Inc.' Sole source $119,848
Army Young & Rubicam, Inc.* Full-and-open 90,255
Navy BBDO Worldwide, Inc,' Full-and-open 32,981
Defense Supply Service (Army) Bates Advertising USA, Inc.' Full-and-open 23,750
Navy BBDO Worldwide, Inc.' Full-and-open 19,273
Air Force Bozell Kamstra, Dallas' Full-and-open 12,159
Food and Drug Administration Arnold Communications' Full-and-open 10,494
Census Young & Rubicam, Inc.' Full-and-open 10,014
T reasury Young & Rubicam, Inc.' Full-and-open 7,578
Federal Emergency Management 
Agency

Bozell Worldwide, Inc.*
. >■■■

Full-and-open 3,236

Air Force TMPA/Vorldwide, Inc.' Full-and-open 2,021
Justice Miller Advertising Agency.Inc. Full-and-open 2,000
T reasury USA Today Full-and-open 450
Justice Bernard Hodes Advertising Full-and-open 428
Treasury Grey Advertising, Inc. N/A 399
Defense Reutilization & Marketing 
Service

Bates Advertising USA, Inc.' Full-and-open 258

Nuclear Regulatory Commission Bernard Hodes Advertising Full-and-open 256
Treasury Reese Communications Co. N/A 219
Housing and Urban Development BBDO Atlanta, Inc. Full-and-open 200
Peace Corps Persiscope, Inc. Full-and-open 122
Air Force Unisys Corp. Multiaward

schedule”
114

Treasury W.B Doner & Company, Inc. N/A 105
Housing and Urban Development Nashville Tennessean Full-and-open 100
Treasury Cox Enterprises PO or BPA' 90
Treasury Cox Enterprises PO or BPA' 80
Transportation The Ogiivy Group, Inc. Full-and-open 78
Treasury Kansas City Star Company POorBPA' 75
Treasury Kansas City Star Company PO or BPA' 60
Army American Multi-Cinema, Inc. PO or BPA' 56
Veterans Affairs San Antonio Express News Sole source 52
Army KHWY, Inc. PO or BPA' 36
Army Bozell, Jacobs, Kenyon, & Eckhardt Full-and-open 35
Treasury Memphis Publishing Co. PO or BPA' 30
Justice USA Today PO or BPA' 26
Justice JWT Specialized Communications PO or BPA' 14
General Services Administration The Times Mirror Co., Inc. PO or BPA' 5
Total $336,897
Legend:

BPA blanket purchase agreement
N/A not available (FPDS does not require the type of solicitation for these contracts.) 
PO purchase order

’Subcontracting plan required.
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"Purchased from a multiple award schedule. Companies compete and agree to provide services at set rates to be on the 
schedule.

'Contracts were awarded through either purchase orders or blanket purchase agreements. Data are not provided on the nature 
of competition for the underlying contract.

Source: GAO analysis of FPDS data.

FPDC records show that 20 of the 36 contracts were awarded through fuU-and-open 
competition. Another 10 were awarded under purchase orders or blanket purchase 
agreements/" 1 was awarded under a multiple award schedule, and 2 were sole-source 
awards.” FPDS data on the type of solicitation were not required for the three remaining 
contracts.

The 10 prime contracts with obligations to SDBs accounted for about 0.3 percent of the total 
advertising obligations in fiscal year 1998. Five of these contracts with about 66 percent of 
the obligations were awarded to woinen-owned SDBs. Table 3 shows the awau-ding federal 
agency or department, contractor, and fiscal year 1998 obligations for prime advertising 
contracts with SDBs. FPDC data available for 7 of the 10 contracts shows that 4 of the 
contracts were awarded through other than full-and-open competitions, 2 contracts were 
awarded through set-asides, and 1 contract was awarded under a multiple award schedule.

Table 3: Fiscal Year 1998 Advertising Prime Contract Obligations to SDBs

Agency/Department Contractor
Contract 

obligations ($000)
Air Force Four Winds Services, Inc." $351
Small Business Administration Colabours Communications, Inc. 199
Housing and Urban Development Sykes Communications, inc.” 192
Justice Executive Personnel Services, Inc. 173
Treasury Barrel! Marketing, Inc." 113
Air Force Navales Enterprises, Inc." 54
Navy Conway Marketing, Inc. 38
Navy The Desktop Designer 38
Treasury Lisboa Associates. Inc." 30
Treasury ZGS Communications, Inc. 2
Total $1,190

"Women-owned business.
Source: GAO analysis of FPDC data.

'"FPDC data do not reveal the nature of competition for the underlying contract from which the purchase order or hlardcet 
purchase agreement was drawn

"UHS' If) million contract with Bates Adverti.sing USA, Inc., was the single largest obligation in fiscal year 1998 and was 
awarded on a sole-source basis. HI IS officials approved the sole source award as needed to expand an ongoing contract to 
establish a nationwide antidmg campaign. The justification inilicated that by quickly awarrting media contiacts, Ihe government 
woukl save 120 to $.;i0 million in higher media advertising charges than if the Iniys were postponed until a third phase full and 
open contract was awarded Tlie record on the olher sole source contract, by the Veterans Affairs with the San /tntonio Rxpre.ss 
News, indicated that the p.aper was the only source available
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Subcontract Awards to Small Businesses and SDBs
There are no govemmentwide goals for awarding a particular percentage of advertising 
subcontract dollars to SDBs. However, contractors who receive prime advertising contracts 
that exceed $500,000 and offer subcontracting possibilities with SDBs are required to prepare 
a plan for distribution of those subcontracts. The contractors must also prepare semiarmual 
reports showing total subcontract awards made to the SDBs from contract inception through 
completion.

We found that semiarmual reports of advertising subcontracts awards to SDBs were required 
on 12 prime advertising contracts that received obligations in fiscal year 1998. Our analysis of 
these semiannual reports revealed that SDBs received about 8 percent of the total 
subcontracting funds awarded under these 12 prime contracts. Although the SDB share on 
specific contracts ranged from 0 to 50 percent, 7 of the 12 contracts awarded more than 5 
percent of their subcontract dollars to SDBs. Also, four of the seven contracts awarded more 
than 10 percent of their subcontract dollars to SDBs. This included a 50-percent share of 
subcontract dollars to SDBs on a Department of the Treasury public education advertising 
contract, a 35-percent share on a Census project contract, af 24-percent share on a contract 
for advertising of the Department of Defense surplus property sales, and a 10-percent share of 
a Navy recruiting contract. Table 4 provides a summauy of the distribution of subcontracting 
dollars for each of the 12 contracts. The table includes the agency or department, contractor, 
subcontract totals, and the totals and percentages of subcontract dollars awarded to Icurge 
businesses, small businesses, and SDBs.

'’Table? 1 ilala show no corTL-latioM to the teponed value of lb98 nblinaliores reponed in t.nhle 3 Unlike lable 3, table 'I data 
included total suberintract awards unfler cacii ol the 12 ronUacts tVoin contract mcciition the dates t.l»al the rcpoi1.s
were comidelod, most of whidi were late IM'iD.
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Table 4: Distribution of Subcontract Dollars by Select Contractors ($000)
Subcontract distribution by contractor

Agency/
Department

Total sub-
Large

businesses
Small

businesses
Small

disadvantaged*
Prime contractor contract Amount Percent Amount Percent Amount Percent

Health and 
Human
Services

Bates Advertising 
USA, Inc.

$126,092 $110,415 87.6% $15,677 12.4% $8,688 6.9%

Army Young & Rubicam 92,382 73,401 79.5 18,981 20.6 7,565 8.2
Defense
Supply
Service (Army)

Bates Advertising 
USA, Inc.

39,822 34,637 87.0 5,185 13.0 1,952 4.9

Navy BBDO Worldwide, 
Inc.

34,195 29,017 84.9 5,178 15.1 2,627 7.7

Air Force Bozell Kamstra, 
Dallas

23,280 18,335 78.9 4,945 21.2 707 3.0

Census Young & Rubicam 17,933 5,265 29.4 12,668 70.6 6,283 35.0
Navy BBDO Worldwide, 

Inc.
14,595 12,989 89.0 1,606 11.0 1,522 10.5

Food and
Drug
Administration

Arnold
Communications

6,005 5,775 96.2 230 3.8 30 0.5

Defense 
Reutilization 
& Marketing 
Service

Bates Advertising 
USA, Inc.

832 234 28.1 598 71.9 200 24.0

Air Force TMP Worldwide, 
Inc.

551 428 77.8 123 22.4 0 0.0

Federal
Emergency
Management
Agency

Bozell Worldwide, 
Inc.

168 147 87.0 21 12.4 0 0.0

Treasury Young & Rubicam 32 16 50.0 16 50.0 16 50.0
Total $355,887 $290,659 81.7% $65,228 18.3% $29,590 8.3%
Note: Percentages for subcontracts to large and small businesses may not add to 100 due to rounding.

"Small disadvantaged is a subset of small businesses.
Source: Data provided by the FPDC and subcontracting reports filed by contractors with cited agency or department.

Agency Comments
We requested comments on a draft of this letter from the SBA Administrator. We receiv^ed 
written comments from the Associate Deputy Administrator, Government Contracting and 
Minority Enterprise Development, on March 16, 2000. He generally concureed with the facts 
in our letter and provided some obserc'ations that we have incorporated into this letter where 
appropriate. He said our letter shows that tlie v;due of subcontracts awarded to SDBs 
provided them more significant opportunities than prime contracts, and that the prime 
contracts and subcontracts should be examined together in assessing SDB participation in 
feilcial contracting. He also said tliat the distribution of federal advertising contracts to SDBs
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and women-owned businesses would have been more useful if we compared it to percentages 
of total advertising revenues obtained by these businesses. We agree that this information 
would be valuable. However, we did not collect it because it was not readily available.

We are sending copies of this letter to Representative Tom Bliley, Chairman, House 
Comniittee on Commerce; Senator Christopher Bond, Chairman, and Senator John Kerry, 
Ranking Minority Member, Senate Committee on Small Business; and Representative Jim 
Talent, Chairman, and Representative Nydia Velazquez, Ranking Minority Member, House 
Committee on Small Business. We are also sending copies of this letter to the Honorable Adia 
Alvarez, Administrator, Small Business Administration, and other interested parties. Copies 
will also be made available -.o others on request.

If you have any questions, please call me at (202) 512-8387. Major contributors to this letter 
include Rudy Chatlos, Bruce Goddard, Reid Jones, Billy Scott, Hilary Sullivan, and Paulina 
Treviso.

JayEtta Z. Hecker
Associate Director, Government 

Business Operations Issues

IVii;.: 1 1 Fcdt^rnl Ad\rrl isin;; Comrarts li» Shiv's
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Record Type: Record

To; See the distribution list at the bottom of this message
cc: martin I. yeung/omb/eop@eop
bcc:
Subject: Re: follow up to kilpatrick/menendez minority advertising request |i]

The follow-up meeting on the minority advertising request is set for Tuesday, July 11th at 5:00 pm in Sally 
Katzen's office. Attendees from the Hill will be Kimberly Rudolph with Rep. Kilpatrick and Jim Daitree 
with Rep. Menendez. Please call me if you have any questions, 66620.

Lisa M. Kountoupes

Lisa M. Kountoupes
06/29/2000 08:03:11 PM

Record Type: Record

To: See the distribution list at the bottom of this message

cc: Maria Echaveste/WHO/EOP@EOP, Martin L. Yeung/OMB/EOP@EOP
Subject; follow up to kilpatrick/menendez minority advertising request

Maria -1 talked to Rep. Menendez' LD about our discussions this morning and he is pleased with where 
things stand.

All - Reps. Kilpatrick and Menendez are interested in an EO related to minority advertising and federal 
government agencies. They are also interested in the White House hosting an event in September to 
coincide with the CBC weekend and CHC month highlighting voluntary principles for action that are being 
developed by a number of private sector CEOs. Maria is interested in pursuing this matter.

Next steps:

Erica - will you please schedule a meeting next week early the week after with Sally Katzen, Elizabeth 
Gore, Bob Damus, Lisa Brown, Irene Bueno, me and the staff from the congressional offices (Kilpatrick is 
the Chief of staff, Kim and Menendez is the LD Jim Daitree) at 0MB so we can discuss

1. the full plans/interests of the congressional offices
2. the impacts of the 0MB policy directive (issued in january of 1999)
3. what an executive order might look like

at this point i do not believe we will need to discuss the report, 

please call me or email if you have questions. 66620 thanks
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MEETING WITH REPRESENTATIVE CAROLYN KILPATRICK (D-MI) AND 
REPRESENTATIVE ROBERT MENENDEZ (D-NJ)

June 28, 2000

BACKGROUND
According to Lisa K., Representative Kilpatrick is mostly interested in the prospect of 
doing a White House event in September to highlight the principles that industry CEOs 
are already starting to commit to in the area of minority advertising. The date they 
propose is in September during the CBC weekend and Hispanic History Month. She 
recognizes that this is a complicated political issue in many respects but thinks that an 
event like this is a win-win. Specifically, the request is for the White House to host a 
formal signing and roll-out of the Principles for Effective Advertising in the American 
Multicultural Market Place in September. This invitation is currently pending 
consideration.

Representative Kilpatrick is also working on a house resolution to designate September 
as multi -cultural history month. Kilpatrick's office also notes that recent contracting 
guidance from the army has resulted in knocking out minority participation because of 
the threshold business levels ($350 million). Lisa has called Menendez' office and 
evidently he is "fed up" with the VPs efforts to address and examine this issue. He has 
quietly talked about asking the administration to do an EO on this issue. Neither office 
understands what happened to the report that was put together last year or what happened 
to it when it went to the One America office. I am still waiting to hear from Lisa Brown 
on this report.

THE GAO REPORT

The GAO report found that total federal advertising contract obligations increased from 
$139 million in Fiscal year 1994 to $368 million in FY 1998. During the same time, 
obligations to small disadvantaged businesses peaked in 1995 at $3 million or 3.1 percent 
but declined to $1.2 million or 0.3 percent in fiscal year 1998, with 66 percent of those 
going to women-owned businesses. In 1998, some 91 percent of total federal advertising 
federal budget were allocated to large agencies, none of which are owned by women and 
minorities.

ADMINISTATION ACTIVITIES

The Administration and in particular the Vice President and the FCC has recognized this 
problem and has very active in this area. In January 1999, the FCC issued a report 
finding discrimination in advertising and Chairman Kennard called for an industry code 
of conduct. The Vice President Gore also announced the formation of an interagency 
working group to work with the American Advertising Federation’s (AAF) to formulate 
principles and recommended practices for the ethical conduct and effectiveness of the 
advertising industry. I am still waiting to discuss with Lisa Brown for an update on 
report and executive memo that was announced by the Vice President.
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REMARKS BY VICE PRESIDENT AL GORE 
NATIONAL ASSOCIATION OF BLACK-OWNED BROADCASTERS

(As Prepared for Delivery) 

Thursday, September 17, 1998

It is always a deep personal honor for me to come before the National Association of 
Black-Owned Broadcasters - for the third time in five years.

The news is better covered, and the country is better served, if our reporters, editors, 
newspapers, and radio and TV stations reflect the full diversity of the country they serve. 
Thank you, NABOB, for nearly a quarter-cenmry of leadership.

Over the past 22 years, you have helped open the doors of opportunity to a whole new 
generation of owners and journalists. Until 1949, there wasn’t even one black-owned radio 
station in the United States. Today, NABOB represents 157 black-owned stations and 18 
commercial television stations. In an industry that has gone from album to 8-track to cassette 
to CD to digital tape to DVD to improve clarity the past two decades, the clearest voice of all 
has been provided by the men and women of NABOB. And we are a better nation for it.

Now, in this time of progress and prosperity, our challenge is opening those doors of 
opportunity even wider - in your profession, and in ^professions - so that every child can 
share in the American Dream.

Look at how far we’ve already come: 16.7 million new jobs. The lowest 
unemployment in a generation. The lowest African-American and Hispanic unemployment on 
record. The lowest African-American poverty rate on record. The fastest real wage growth in 
25 years. More small businesses created the past 5 V2 years than in the previous 12 years 
combined - all with the lowest inflation in 32 years.

And we should remember that all of this progress is due to the policies of one person -



President Bill Clinton. His policies and programs have been good for the United States of 
America.

We are especially proud of the fact that one of the most successful administrations in 
history is also the most diverse.

As NABOB has helped teach us for more than 20 years: we are not successful in spite 
of our diversity ~ we are successful because of it!

But we also know that the brightest lights sometimes cast the biggest shadows. For all 
we have done, we have a lot more to do. There are still too many people who have not shared 
in our success, who are still waiting for the chance to prove themselves. And in too many 
places and professions, the glass ceiling has still not been shattered.

Tomorrow, the National Telecommunications and Information Administration will 
release its 1998 Minority Commercial Broadcast Ownership Report. It shows that minorities 
now own 337 of the 11,524 commercial broadcast stations nationwide. That’s just 2.9 

percent.

The report also shows that minority ownership of TV stations fell from 38 stations to 
32 stations - and the number of minority television station owners fell from 22 to 13. There 
are still no minority owners in 17 states. And while minorities now own 23 more radio 
stations than they did last year, it mostly came through consolidation at the expense of other 
minority owners - 11 black, 8 Hispanic, one Asian-American, and three Native American.

This isn’t just a question of diversity, it’s a question of democracy. In the marketplace 
of ideas, independent minority-owned broadcast stations play a vital role in this country. As a 
nation, we cannot afford to lose your voice. That’s why President Clinton and I are 
committed to doing all we can to preserve and sustain it.

First, on the individual level, we must continue to do all we can to promote the hiring 
and training of minorities in the broadcast industry. For nearly 30 years, we have had a 
valuable FCC rule in place that required broadcast licensees to make special efforts in 
recruiting and outreach to minority employees. As most of you know, that rule was struck 
down, and our request for a re-hearing was denied. Despite that disappointment, this week’s 
decision is not the final word. The Department of Justice and the FCC are reviewing the 
various opinions that were released and will decide whether or not to appeal. In the 
meantime, I support Chairman Kennard’s efforts to revise the rule so we can do the most 
possible in this area within the constraints of the court’s decision.

We are also working to promote diversity from within. Earlier this year, I convened a 
task force of ten federal agencies to increase diversity in broadcasting, and particularly in 
hiring practices. Bill Kennard has made opportunity a cornerstone of his agenda and has 
worked hard to secure 21 voluntary coihmitments - including the nation’s largest cable and 
broadcast stations - to voluntarily continue their EEO practices, and has promoted the



message that most broadcasters already know: we are all better off if everyone has a chance to 
succeed. That point was proven by two former Ivy League Presidents - Harvard’s Derek 
Bok and Princeton’s William Bowen -- who recently found that universities that make an extra 
effort to recruit qualified African-American students are rewarded with students who work just 
as hard, are just as likely to graduate - and more likely to participate in the community. 
Because of it, the entire community benefits from a diversity of views. The same is true of 
broadcasting. It would be a tragedy if the next Tom Joyner or Pierre Sutton is being turned 
away because they didn’t get the chance. I challenge broadcasters to live up to their public 
interest obligations and show their leadership in the community by recognizing and embracing 
the importance of diversity.

Second, on the ownership level, we need to be sure that consolidation does not lead to 
elimination of minority broadcasters and minority voices. We have all seen the benefits of 
consolidation in many industries. But in broadcasting, consolidation has also placed new 
demands on independent stations and minority owners. The more the bar gets raised, the 
harder it is to compete. More and more minority owners are being forced to sell to 
majority-owned conglomerates or minority group owners. If this trend continues, we risk 
losing not just minority representation in the ownership ranks, but crucial opportunities in the 
workforce and voices in the community.

Over the past three years, the broadcast industry has benefited handsomely from this 
great wave of consolidation. As they reap these rewards and seek even greater opportunities 
to consolidate, I believe they should help others benefit as well. The FCC is working with 
broadcasters right now to explore new ways to ensure that as the industry continues to 
consolidate, a rich, diverse array of voices is maintained on the public airwaves.

We are also working to help all small business owners get the access to capital they 
need to create jobs. We are proud of the fact that last year, the Small Business Administration 
made or guaranteed more than $13 billion in loans and venture capital investments -- including 
a record $2.6 billion to more than 10,600 minority-owned businesses. In fact, over the last 
four years, loans to minority borrowers have more than doubled. In addition, earlier this 
year, I was proud to aimounce a the first-ever agreement between the SBA and the Big Three 
auto makers, to increase subcontract awards to minority-owned businesses by $3 billion over 
the next three years - a 50% increase over today’s levels. We launched a new campaign to 
expand lending to African-American-owned small businesses by a dramatic $1.4 billion. And, 
we recently launched a new "Business LINC" Initiative, to encourage large businesses to 
mentor small, locally-owned businesses in distressed areas.

Today, we take another step forward. Today, I am asking our Small Business 
Administration to carefully review its efforts to help minority-owned broadcasters - to make 
sure they receive the technical assistance, the mentoring, and the capital they need to succeed. 
We know how crucial this industry is to our future - and we are committed to your strength 
and success.

Third, on the community level, we need to do all we can to promote advertising on



minority-owned stations, and to ensure that the ugly face of discrimination is not being used to 
discourage advertisers. Like you, I was appalled when I read about that shameful memo 
urging advertisers not to use ethnic radio stations. There was no place for that kind of 
discrimination in 1968, there is no place for it in 1998, and we are taking new action to help 
prevent it.

I am pleased that the FCC is conducting a study on discrimination in the advertising 
market. We need to know all the facts, so we will know how to address them. I am also 
pleased to announce that this week, I will ask all federal agencies to review their own 
advertising policies, to ensure that our government is not part of the problem, but part of the 
solution. Together, let us work for basic justice and fairness - on our airwaves, and all 
across America.

In this global economy, America carries a special obligation. People across the world 
see in America the reflection of their own great potential - and they always will, as long as 
we give all our citizens, whatever their background, an opportunity to achieve their own 

greatness.

But to do that, we need all of you. Your tradition is a tradition of leadership and 
excellence. By providing diverse viewpoints; by supplying a vital training ground for the next 
generation of young thinkers and leaders; and by helping to ensure that our airwaves hold 
opportunity for all Americans, you help provide common ground for the American Dream.

So I look forward to working with you, to prove to the world that our diversity is a 
great strength - and to harness that strength for the good of all our people, right here at home. 
Thank you.

###
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