
Westinghouse 
To Buy CBS 
$5.4 Billion Merger Would 
Create 'Ion ~ ation Owner 

:r ~1A ~~ .. 
By Paul Farhi 

Waahingtm Poll Staff Writer 

Another day, another network. 
CBS Inc. yesterday became the second 

~roadcast network owner in as many days to 
agree to a buyout, announcing that Westing
house Electric Corp. would pay $5.4 billion 

0 
for the home of David 
Letterman and "60 Min
utes." 

Though smaller than 
Walt Disney Co.'s stun
ning $19 billion buyout of 
Capital Cities/ ABC Inc. 
on Monday, Westing-
house's widely anticipat

ed purchase of CBS would nonetheless create 
the nation's largest broadcast station owner. 

By combining Westinghouse's Group W 
broadcasting division with CBS's stations, the 
new company would operate 15 TV stations 
and 39 radio stations, 
collectively reaching 
about 35 percent of all 
American households. It 

· would give Pittsburgh
based Westinghouse, 
whose core businesses 
in such fields as nuclear 
power and defense elec
tronics have limited futures, wider entree into 
the glamorous field of conimercial TV. 

The potential downside to the deaJ, howev
er, is that Westinghouse is buying the third
rated of the Big Three networks and would 
have to add to its already heavy load of debt. 
And unlike Disney-ABC, Westinghouse would 
have little programming to distribute through 
its newly owned network. 

"We intend to restore CBS to its historic 
position as nwnber one, and we will take ag
gressive steps to do that," said a confident Mi
chael H. Jordan, the Westinghouse chief exec
utive who will oversee the newly named 
Westinghouse-CBS Inc. 

Before that can happen, however, share
holders and regulators must approve the 
agreement 

See CBS, A32, CoL 1 
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In addition, Westinghouse will need 
a major assist from Washington to 
swallow CBS whole. Federal law de
signed to ensure diversity· of ~edia 
ownership, bars ownership of more 
than 12 TV stations, and those sta
tions collectively may not reach more 
than 25 percent of U.S. households. 

However, both the Disney and 
Westinghouse deals come as the 
House is about to vote on a bill that 
would pennit a company to own sta
tions reaching up to 35 percent of 
bouseholds. H President Clinton ve
toes the bill, as threatened, Jordan 
said Westinghouse will seek tempo
rary waivers from the Federal Com
mwtlcations Commission to operate 
the stations, and eventually would sell 
~ome stations to come into compli
~nce with the limits. 

A more immediate concern for 
Westinghouse is that new bidders 
could still emerge to upset the buy
out, much as CBS's plans to merge 
with the home shopping network 
~vc Inc. were scuttled last summer 
by a third-party bid for QVC. 

The networks' ability to distribute 
programs to mass audiences makes 
them attractive targets for Hollywood 
studios seeking to lock in distribution 
of. the~ war~-that was essentially 
Disney s rationale for buying Cap
Ci~~/ABC and led to renewed specu-
. bttion yesterday about a possible sale 
of General Electric Co.'s NBC net
work. 
. Indeed, studio owners such as Ted 

Turner's Turner Broadcasting Co., 
Viacom Inc. and Seagram Co. 's MCA 
.(nc.- all have been rumored as suitors 
for CBS, though none has come for
ward so far. 

Asked about new bids at a news 
conference yesterday, CBS Chairman 
l,aurence A. Tisch responded, '1 have 



THE COMPANIES IN PROFILE 
CBS .- . 

• Headquarters: New 
York 

• 1994 sales: $3. 71 
billion 

• Chainnan and CEO: 

WESTINGHOUSE 

• Headquarters: 
Pittsburgh 

• 1994 sales: $8.85 
billion 

• Chairman and CEO: 
Laurence A. Tisch, 72 

• Employees: 6,400 
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fl.~w,,I 
Michael H. Jordan, 59 

• Employees: 84,400 

•lV stations: KCBS
TV, Los Angeles; 
WBBM-TV, Chicago; 
WCAU-TV, 

• Business segments: 
Electronic systems; 
environmental services; 
power generation; 

Philadelphia; WCBS-TV, New York; WCCO·TV, 
Minneapolis-St. Paul; WCIX-TV, Miami-Ft. Lauderdale; 
WFRV-TV, Green Bay-Appleton, Wis. 

energy systems; mobile refrigeration units; broadcasting 
(eight TV stations, 18 radio stations}; office furniture. 

•largest single customer: U.S. government 
•Radio stations: 21 stations, including WARW-FM, 
Washington, D.C.; WBBM-AM/FM, Chicago; 
KCBS-AM/KRQR-FM, San Francisco; WCBS-AM/FM, 
New York · SOURCES: Bloomberg Business News, Hoover's Handbook of 

American Business 

given my love to Mr. Jordan and I 
don't change my mind for a phone call 
... I think [this deal] will happen as 
announced." 

But Wall Street isn't convinced. 
"This is not a lock-up deal by any 
stretch of the imagination:' said ana
lyst John Reidy of Smith Barney Inc. 
He noted that CBS has agreed to pay 
Westinghouse about $125 million if 
CBS accepts another, higher off er, 
hardly an insurmountable barrier to a 
motivated buyer. 

Moreover, several people said yes
terday there is ample time for a new 
offer to emerge, given that it will take 
at least six months to obtain regulato
ry approvals and close the deal. 

The timing of the CBS annmmce
ment ·was more than coincidental. 

Disney's annowicement Monday re
moved one would-be bidder from any 
CBS auction, leading Tisch to con
clude that his best hope remained 
with Westinghouse, one industry ex
ecutive close to CBS said. This source 
said Tisch discussed a CBS sale with 
Disney Chairman Michael D. Eisner 
at an executive retreat in Idaho two 
weeks ago, but Eisner came away 
convinced that ABC was a better fit 
for his company. 

CBS shares closed unchanged at 
$77.75 by day's end on the New York 
Stock Exchange, while Westinghouse 
rose $1.25 to close at $14.875 a 
share on the exchange. 

Under terms of the deal, Westing
house would pay CBS shareholders 
$81 per share in cash for their stock, 
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or about $4.99 billion, plus an addi
tional $300 million to $400 million de
pending on when the deal closes. If ! 
completed, the deal is likely to end 
Tiscb's eight-year stewardship of 
CBS. A billionaire investor, Tisch 
took control of the company after . 
buying nearly qne-fourth of CBS's 
stock through his family-controlled 
company, Loews Corp. 

Tisch essentially oversaw the dis
mantling of the media conglomerate 
created by his legendary predecessor, 
William Paley. Under Tisch, CBS sold 
its book, magazine and record busi
nesses in the late 1980s, leaving CBS 
flush with cash but without the di
verse sources of revenue generated 
by media giants such as Time Warner 
Inc., News Corp. and Viacom. 



AGENCE FRANCE-PRESS£ 

Westinghouse Chairman Michael H. Jordan, left, and CBS Chairman Laurence 
A. Tisch shake hands yesterday after announcing the $5.4 billion deal. 

"We're going to be stronger broad
casters" after Westinghouse buys 
CBS, said a CBS executive yesterday. 
"But the downside is, we're still only a 
broadcaster." · 

By most accounts, Tisch will leave 
CBS-once known as the "Tiffany 
network''-in disarray. In the prime
time ratings period, the network 
dropped to third last season after 
holding the No. 1 position for the 
three previous years. While advertis
ing revenue has been strong for all 
broadcasters, CBS is considered most 
wlnerable to a downturn because its 
programs appeal more to older view
ers, not the younger audiences adver
tisers prefer. 

CBS scored a coup by taking David 
Letterman's late-night show away 
from NBC in 1993, but that was a 
rare bit of good news. The network 
took a huge financial beating on its 
four-year contract with Major League 
Baseball, and then lost the rights to 
cover NFL games to Rupert Mur-

doch's Fox network early last year. 
Murdoch also shocked CBS by wooing 
a group of CBS affiliates to his net
work last year. 

CBS suffered another public rela
tion~ black eye in May when it 
dumped Connie Chung as co-anchor, 
with Dan Rather, of its anemically 
rated evening news program. 

But the Tisch era has been good for 
stockholders, including Tisch himself, 
who controls about 18.5 percent of 
CBS's shares. In addition to selling 
back stock to the company since 1987 
and receiving dividends, Tisch has eas
ily made back his original investment 
in CBS, said Smith Barney's Reidy. 
The Westinghouse buyout will give 
Tisch a profit on his remaining shares 
of about $650 million, he estimated. 

FOR MORE INFORMATION ~ 
To read the ttzt of CBS's annual 
,epo,t, see Digital Ink, The Post's 
on-line seroice. To learn about Digital 
Ink, earl 1-800-51~104, ext. 9000. 



Time a;[l.lf, TBS Agree 
On $7 ~5 Billion Merger 
Deal to Create World~ Largest Media Company 

By Paul Farin 
Waahini!oo Post Staff Writer 

Time Warner Inc. and Ted Turner's 
Turner Broadcasting System agreed 
yesterday to join forces in a $7.5 billion 
merger, the latest in a string that is 
transforming ownership and manage
ment of the media and entertainment 
industries. 

As the largest media company in the 
world. Time Warner-Turner would 
jointly shape images and information 
that touch virtually every American and 
a growing portio'n of the world: news 
from Cable News Network and Time 
magazine; movies and TV shows from 
Warner Bros. and two Turner-owned 
studios; animated cartoons; and the ca
ble systems and cable networks that de
liver them. 

If completed, the Time Warner-

Turner union would be the third huge 
merger in seven weeks, following Walt 
Disney Co.'s $19 billion takeover of 
Capital Cities/ABC Inc. and Westing
house Electric Corp.'s $5.4 billion buy
out of CBS Inc. this summer. 

The Time Warner and Turner merg
er is arguably the most complex and 
far-reaching of all of the summer's 
deals. It brings not just the two compa
nies into alliance, but involves three 
other big telecommunications firms that 
now own chunks of TBS and Time 
Warner. 

These include Tele-Communications 
Inc. (TCO, Time Warner's only larger 
rival in the cable business and holder of 
21 percent of Turner's stock; US West 
Corp., a Denver-based regional phone 
company that has a $2.5 billion invest
ment in a Time Warner partnership; 

See MERGER, Al 8, Col 1 



: 1 MERGER, From Al 
I 

'; an~ Seagram Co., ,the new owner of , ) th., MCA entertainment conglomer
ate that also owns almost.IS percent 
of Time Warner. · 

, , •. Yesterday, the deal already was 
• beblg challenged. US West filed suit 
1 

' to block it on grounds of breach of 
, · contract, while two consumer orga
' 1 nizations argued to the Justice De
; 1 partment that it would concentrate 
, . an ~already concentrated industry and 
• r!i~e prices. 
' I ¥We fear that •.. [the linked own
' t ershipJ will thwart the development 
1 • and expansion of widespread cornmu
' . nications competition, and will lead 
: to higher cable and telephone pric
' t est the Consumers Union and Con
: · swner Federation of America said in 
, a· joint letter to Anne K. Bingaman, 
• the Justice Department's top anti
' , ~st attorney. 

':rune Warner Chairman Gerald M. 
, Lc:vin said yesterday that cable TV 

rates would not rise "irresponsibly" 
as a result of the merger, nor would 
the deal harm the large and growing 
telecommunications market. 

-Because of this chain of overlap-
•. pmg ownership, antitrust regulators 

in Washington are likely to look 
closely at how this merger affects 
irot only the marketplace but the 
m•ketplace of ideas, industry ana
lysts said. 

Officials of the Federal Trade 
: Commission and the Justice Depart
' 111.~nt-the two oyerseers of anti-

ttgst law-will meet next week to 
, cfpf ide which agency will review the 
, merger. 
': !..'We have to ask ourselves not just 
1 if.it passes muster in an economic an-

1 titrust case but if it passes muster in 
· First Amendment terms," said a se-

~ mer official, who asked to remain 
' anonymous. ''It may fall on the safe 

sitie of the line in the market, but I 
, [the government] might challenge it'' 

': if it presents too much control over 
• , public opinion and speech. 
, , A Time Warner executive said 

1 
; yesterday his company did not ex

I: pect major problems from Washing
J I tO.Q, _ 
'II I nvestors appeared to like the 
i' deal. Time Warner stock rose 871/2 

cents to close at $40.621/2. Turner A 
• s(QCk was up 121/2 cents to close at 
1 $28.871/2, while TCI's was up 121/2 
, cents to close at $18. 75. 

Levin and Turner, who would be-
1 come vice chairman of Time Warner, 

hailed the companies' agreement in 
.New York yesterday with much the 

PLAYERS IN THE DEAL 

A combined Time· Warner-Turner company would have had 
revenue of just over $18. 7 billion last year. Here is what 

each brings to the PtoPosed merger. 

• Headquarters: 
New York 

• Chainnan and 
CEO: Gerald M. 
Levin 

• Operations 
include: 

Publishing: 
Time, People, Levin 
Sports . 
Illustrated, Fortune and other 
magazines; Book-of-the-Month 
Club; Little, Brown and Co. and 
Warner Books 

Music: Warner Bros. Records, 
Atlantic Recording Corp., 
Elektra Entertainment 

Programming: Warner Bros. 
films; Warner Bros. Television; 
WB television network. 

Cable: Nation's second-largest 
cable TV system group with 
about 11 million subscribers. 
Owns 18 percent stake in 
Turner Broadcasting System. 

• 1994 earnings: Lost $91 million 

•1994revenue: $15.91 billion 

• Headquarters: 
Atlanta 

• Chainnan and 
president: Ted 
Turner (will 
become vice 
chairman of Time 
Warner 

• Operations Turner 
include: 

Cable Networks: TBS 
Superstation, Cable News 
Network, CNN Headline News, 
CNN International, Cartoon 
Network, Turner Classic Movies, 
Turner Network Television. 

Entertainment: Castle Rock 
Entertainment, Hanna-Barbera 
Cartoons Inc., New Line Cinema, 
Turner Entertainment Co. 

Sports: Atlanta Hawks 
basketball, Atlanta Braves 
baseball, Goodwill Games, 
World Championship Wrestling 

• 1994 earnings: $21 million 

• 1994 revenue: $2.81 billion 

•US West: Holds a $2.5 billion stake in Time Warner's entertainment 
division and is challenging the merger, saying it presents a conflict of 
interest. 

• Tele-Communications Inc.: _Owns 21 percent of Turner Broadcasting. 
CEO John Malone won several key concessions in exchange for his 
approval of the deal. 
SOURCE: News reports 
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same rhetoric used by executives who 
crafted the earlier deals. The addition 

• of Turner's programming, they said, 
' would complement Time Warner's 

existing strengths in production and 
distribution. 

Some analysts questioned that 
logic. "I'm not anti-merger," said Eli 

· Noam, a Columbia University pro
fessor of finance and economics, "but 
these are basically old-fashioned em
pire-building deals,'' driven more by 
ego than strategic foresight. 

I 
1• ''Hollywood is not a factory," he 

added. "It's a place where reputa
tion, stars, personalities and creativ
ity play important roles. These are 
things that can't always be con-

• trolled." 
Turner and Levin appeared re

lieved, rather than exultant, after 
weeks of tough negotia.tions with~ 

· TCI's powerful chief, John C. Ma
lone, whose company's stake in 
T1Irner gave it effective veto power 

' over a deal. 
With his wife, Jane Fonda, sitting in 

attendance at a press conference in 
New York, Turner noted that his 
company has long been an underdog 
among established media giants. Dur
ing the past 25 years, the flamboyant, 
C 1' 

outspoken Turner transformed his 
ownership of a small Atlanta TV sta
tion into an international empire that 
now includes seven cable networks, 
the Atlanta Braves baseball and At
lanta Hawks basketball teams and the 
Hanna-Barbera cartoon studio. 

"You only live once," Turner said, 
"and I want to feel like I have some 
muscle on my bones." 

Levin broached the merger to 
Turner just after news of the Disney
ABC deal broke in early August. 
Traveling to Turner's ranch in Mon
tana to discuss his proposal, Levin re
called that he was picked up at the 
airport by Fonda. 

'1 hope you're not going to make 
Ted upset," Fonda told him, according 
to Levin. 111 said, 'No, I think he's go
ing to love this.' " By the time dessert 
was served that night, Turner agreed 
to the outlines of a merger, Levin 
said. ~ 

Turner and Levin are longtime as
sociates; Time Warner has owned 
about 18 percent of TBS since 1987, 
when the cable industry bailed out a 
faltering TBS. 

Turner's personal stock holdings in 
TBS would be worth about ,$2.3 bil
lion on paper once TBS shareholders 
exchanged each TBS share for three
quarters of a share in Time Warner. 
TCI's rate will be eight-tenths of a 
share, one of several concessions 
made to Malone for his agreement to 
give up his veto over TBS's affairs. 

Turner himself would end up own
ing 10 percent of Time Warner, and 
TCI would hold 9 percent, although 
about half of this stake would be 
placed in a voting trust 'administered 
by Levin to satisfy federal rules limit-

ing concentration in the cable TV 
business. Between them, TCI and 
Time Warner serve about 42 percent 
of all households with cable. 

Not all investors are happy with 
the deal. US West, which owns part of 
a partnership with Time Warner, 
went to court in Delaware yesterday 
seeking an injunction to block the 
merger. 

US West has contended for weeks 
that Time Warner's discussions with 
Turner breach Time Warner's obliga
tions to its partnership with US West, 
known as Time Warner Entertain
ment (TWE). TWE owns Time Warn
er's cable, HBO and Warner Bros. di
visions, and US West said owning 
Turner now presents Time Warner 
executives with a conflict of interest. 

Levin said yesterday that Time 
Warner was not legally obligated to 
seek US West's blessing for the 
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Disney to Buy CapCities/ABC_ for 
Would Create a Giant 

In Movies, Television 

By Paul Farhi 
Wasbingtoo Post Saff Writu 

Walt Disney Co. vaulted to the 
front ranks of media and entertain
ment companies yesterday by strik
ing a $19 billion deal to buy CapCi
ties/ABC Inc., owner of the nation's 
leading TV network. 

In one· stroke, Disney would be
come the largest among the handful 
of global entertainment goliaths, in
cluding Time Warner Inc. and Ru
pert Murdoch's News Corp., which· 
in the last five years have invested in' 
virtually every major comer of the 
media business. 

Negotiated in unusual secrecy 
over the past eight days, the deal 
would create a company with annual 
revenue of $16.5 billion. It would 
bring together the owner of the 
world's most popular amusement 
parks, a major inovie studio, the Dis
ney Channel and the film "Pocahon
tas" with a company that owns 10. 
TV stations, the ESPN cable net
work and ABC, which airs the. most 
widely watched entertainment and 

· news programming in America. 

"This was the right time and right 
place to do this," said Disney Chief 
Executive Michael Eisner, who 
would preside over the combined 
company. He added, "I'm optimistic 
that one [plus] one adds up to four." 

'l;'he deal has been approved by 
both companies' boards-CapCities' 
board voted at about 7 a.m. yester
day. But it still must be approved by 
shareholders and regulators. Eisner 
and CapCities Chairman Thomas 

Murphy· predicted yesterday that it 
would meet little opposition from an
titrust regulators, because the two 
companies have few overlappjng 
businesses. 

The deal comes as Congres$ is 
preparing to vote on legislation ·that 
would loosen restrictions Qn the 
number of media operations a single 
company can own. 

See MERGER, Al6, Col 1 
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The agreement generated some 
cig,m that it might trigger more 
b~ts and mergers. ''The market
place is receiving a green light from 
Congress to· consolidate in a manner 

, ~i~ dangerous to the development 
·bf multimedia competition," said Gene 

hnan, co-director of the Con
sumeys Union in Washington. 

Wall Street investors and Holly
. wood executives were caught com

: ·· pletel_y off guard yesterday morning by 
: ne.w~f the deal, the second-largest in 

• the' :ffnited States after the $25 billion 
l1 of RJR Nabisco in 1989. Most 

i>UJ~SS people have been anticipating ·the ... '5ale of a TV network, but atten
tlpn] Bas been focused on CBS Inc., 
W~h is in talks with Westinghouse 
Ef~c Corp. about a $5 billion sale. 

T~ economic and regulatory forces 
, pro~g the CBS-Westinghouse dis
ctlifi<tPs are largely the same as those 
t~ ·Jed Disney to CapCities-and 
may iet spur another roWld of media 
me~rmania. 
-· Diainissed only a few years ago as 
dinosaurs in a world of ever-expanding 
info~mation options-cable, satellite 
and now on-line services- broadcast 
neµyorks and television stations have 

1 

·~fue the glittering jewels of the 
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THE MARKET REACTS 
CLOSING STOCK PRICES 

media business. Even though the net
works' prime-time share of the nation
al TV audiences has slipped from more 
than 90 percent to just under 60 per-

. cent in the past 15 years, stations affil
iated with ABC, NBC and CBS still 
command the biggest audiences, by 
far, of any medium. 

CAPITAL CITIES/ABC .< · :·. . '.~- iotSNEY , ·. , · .... .-.. 

In a world of splintered attention 
spans, this relatively large hold on 
what TV industry people call "eye
ballsn has made the networks increas
ingly valuable to mass-market adver
tisers. This spring, sponsors spent a 
record $5.4 billion for air time on the 
new fall programs carried by the Big 
Three and Fox. 

For major producers such as Dis
ney-which creates ''Home hnprove
ment," the top-ranked program, for 
ABC-owning a network is more im
portant now than ever. An obscure 
federal regulation that has prevented 
the networks from creating or owning 
most of their popular prime-time pro
grams-in effect, from being both pro
ducer and distributor of a show-is 
due to expire in November after 25 
years. · 
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domination of TV production and the 
lucrative rerun businesses, leading to 
months of speculation about other 
would-be network-studio mergers. 

have opted to start broadcast mini-net
works in hopes of guaranteeing a dis
tribution source for their shows. 

Analysts say its unlikely that any 
new suitors will pop up to upset the 
Disney-CapCities deal, given the huge 
price tag attached to it. But one source 
close to CBS Chairman Laurence 
Tisch said a CBS-Westinghouse com
bination may be renegotiated in light 

The demise of the so-called financial 
interest and syndication rule will per
mit the networks to produce and sell 
programs themselves. This is poten
tially devastating to Hollywood's long 

Ted Turner, whose Turner Broad
casting Co. owns three smaller stu
dios, has tried to negotiate deals with 
CBS and General Electric Co.'s NBC. 
Meanwhile, since January, major stu
dios such as Time Warner's Warner 
Bros. and Viacom lnc.'s Paramount of yesterday's news. · 

"If ever a combination in the media 
makes sense, this one does, n said in
dustry analyst Barry Kaplan of securi
ties firm Goldman Sachs & Co. ''This 
enhances the content of ABC and their 
cable networks, and with the demise of 
[the financial rules] Disney has a 
place" for its programs. 

TV viewers won't notice the change 
of ABC's ownership immediately, ac
cording to Eisner and Murphy. Even-

. tually, however, they said° more Dis
ney-made children's programs would 
be on ABC's afternoon and Saturday 
morning schedules. The programs 
would be cross-promoted with the Dis
ney cable channel, said Eisner. 

As for prime time, many media ex-
. ecutives expect Disney to favor Dis

ney-made shows on ABC's schedule. 
"A Disney program will get a better 
time period than it nonnally might,'' 
said Steve Sternberg, a broadcast re
search specialist at BJK&E, a major ad 
agency. 

To complete the deal, Disney would 
pay $65 per share in cash, or a total of 
$10 billion, to CapCities' shareholders, 
plus one share of Disney stock. 

Both companies saw their stock 
soar on the news yesterday, with Dis
ney rising $1.25 to close at $58.62¥2 
per share and CapCities going up 
$20.12V2 to close at $116.25. The 

news blackout on the deal was such 
that CapCities shares declined slightly 
in value in trading on Friday, indicat
ing that there were no early leaks. 

Among the happiest CapCities in
vestors yesterday was billionaire War
ren Buffett, whose Berkshire Hatha
way Corp. owns 13 percent of CapCi
ties. In one day, the value of Buffett's 
holdings soared from $1.7 billion to 
about $2.15 billion. 

Said Buffett at a news conferen~ 
yesterday: "I think this deal mak~s 
more sense than any deal I've seen, 
with the possible exception of ABC
Capital Cities, n a reference to the 
1985 merger that Buffett helped brp
ker between CapCities, a tightly maµ
aged grou~station owner, and ABC. 

The association between Disney 
and ABC began in the early 1950s 
when ABC Chairman Leonard Golden
son helped finance Walt Disney's first 
amusement park, Disneyland. ABC 
has carried Disney programming ev
ery year since 1954, when the net
work premiered ''Disneyland." 

FOR MORE INFORMATION ~ 
To read the two companies' latest 
annual reports, see Digital Ink, The 
Post's on-line service. To learn about 
Digital Ink, call 1-8fJ0.510-5104, ut. 
9000. 
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In Idaho, a Cha,nce Meeting and a Huge Deal 
~Disney, CapCities CEOs Quickly Cemented Merger That Really Was Years in Making 

By Mike Mills 
W33hingt.on Post Slaff Writer 

Walt Disney Co. Chairman Michael Eis
ner recalled yesterday · that he wasn't feel
ing particularly sociable at last month's re
treat of media moguls in Sun Valley, Idaho, 
an annual event where the sports of choice 
are golf, tennis and rearranging the pieces 
of the entertainment industry. 

Eisner had bad memories from last 
year's event, from which he had to rush 
home for emetgency coronary bypass sur-

gery. This time, the 54·year-old CEO in· 
tended to stay only 24 hours, just long 
enough to give a presentation on his $29 
billion company. 

But, as Eisner tells it, a chance meeting 
July 20 along a Sun.Valley roadside with bil· 
lionaire investor Warren Buffett, who owns 
a 13 percent stake in Capital Cities/ABC 
Inc., led to yester~ay's announcement that 
Disney will purchase Capital Cities/ABC for 
$19 billion. 

Eisner said he happened upon Buffett 
while walking to the condominiwn of the 

event's sponsor, Herbert Allen of the in
vestment banking firm Allen & Co., to say 
goodbye. 

Eisner. asked Buffett, out of the ilue. 
whether Disney might be able to buy ~api· 
tal Cities/ABC for cash. 

"I just spit it out," Eisner said in an inter
view yesterday. 

Buffett suggested that Eisner join hhn at 
a picnic with Cap Cities Chairman and CEO 

See MEETINGS, Al 6, Col l 
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T~ Murphy. And at the picnic, the multibil
lio9jloJJar alliance suddenly came to fruition. 
· ~ ;~·.said, ·Tom, I think the time is right, 

' nc/w/? Eisner said yesterday on ABC's "Good 
M~g America." "Every part of your compa
JlYi ~ working; every part of our company is 
working .•• And he simply looked at me and 

• ~d, ~Okay.' " 
What followed were 10 days of negotiating 

between Disney and Capital Cities/ABC execu
. tivescf As many as 20 people knew about the 
i 1:alk&i1Eisner said. But all of them kept the deal 
-a)Se(~et. Outside investment advice wasn't 
- soll~t until Friday, when the details were 

n~a::tly complete. 
·Ttie· result is the second-largest buyout in 

U.S.' history, one that combines Disney's gold 
·· irtifie of programming-from "Steamboat Wil
'" fie,,.. iri' 1928 to this year's ·'Pocahontas"-with 
' ffie1nAtionwide distribution of ABC's network 
of 10' broadcast television stations and 225 af
filidtes. Worldwide, ABC beams its ESPN cable 

~ spoW~ network to 135 countries, allowing Dis
neY, to export two types of U.S. entertaimnent 
. fhat a&n't worry foreign governments: sports 
' and 'c}µldrens' shows. 
·'"feFterday's announcement caught almost 

_ e~~ry~ne by surprise. ABC News anchor Peter 
Minirks was called in from vacation and told 
yestei'day morning. A surprised Charles Gib-

son, co-host of "Good Morning America," 
learned shortly after. 7 a.m. that Eisner and 
Murphy would be guests on his show. No news 
organi7.ations received any leaks hinting at the 
talks. 

"There was not a whisper. This was a well
kept secret," said Viacom Inc. Chairman Sum
ner Redstone, who spent time with Murphy 
and Eisner in Sun Valley. "We had no idea they 
were in discussion ••• it's hard to believe a 
deal this big could come together that quickly." 

In a way, the deal was 40 years in the mak
ing. The two companies' relationship dates 
back to Oct. 27, 1954, when "Disneyland," a 
weekly television show, premiered on the ABC 
television network and ran for 29 seasons un
der various names. '7he Mickey Mouse Club" 
followed on ABC in 1955. Also that year, ABC 
invested $500,000 for 34 percent of the Dis
neyland theme park in Anaheim, Calif., 3.J.1d 
agreed to guarantee Disney loans up to $4.5 
million. The relationship soured by 1960, how
ever, when the two companies ended up in 
court over the rights to Disney's programs. 

In the 1960s, Murphy's Capital Cities, which 
owned a number of television stations and 
newspapers and wou!d merge with ABC in 
1985, discussed an alliance with Disney. In 
1984, soon after joining Disney as chairman 
and CEO, Eisner met with then-ABC Chairman 
Leonard Goldenson about buying ABC before 
Goldenson closed the merger deal with Capital 

Cities. And sporadic talks between Eisner and 
Capital Cities/ABC officials took place over the 
past three years. 

Eisner said Disney and Capital Cities/ABC 
are like a couple that "dated in high school, 
then each one married somebody else. And you 
come together 30 years later and you know 
that it's right." 

Murphy echoed the sentiment. 
••we knew each other's companies very 

well," Murphy said. "We admired the assets 
and management of each company and we 
thought about putting these two companies to
gether." 

Yet, in all the recent speculation about mov
ie studios marrying distributors of program
ming ••content," few outsiders matched Disney 
with ABC. Instead, the business press focused 
on whether Laurence Tisch would sell CBS and 
whether Seagram CEO Edgar Bronfman Jr. or 
Westinghouse would buy it. 

Disney executives have proven adept at 
keeping big deals quiet. They negotiated for 
Virginia fannland for months without even the 
principal landowners knowing whom they were 
dealing with. 

Murphy and Eisner said the talks went so 
quickly largely because Disney immediately 
agreed to Murphy's price for ABC. The talks 
then shifted to the balance of stock, debt and 
cash involved. 

'1t wasn't as if they had to negotiate for 

"'5SIJCLlfll!.O ttiSS 

CapCitles/ABC Chairman Thomas Murphy, right, strains to hear a question as he and Disney 
Chairman Michael Elsner talk to reporters after announcing the two companies' merger. 

months to figure out the value of each compa
ny," said analyst Harold Vogel of Cowen & Co. 
in New York. '7he principal partners knew 
each other's businesses intimately. They didn't 
have to do a lot of due diligence." 

The deal also brings Eisner full circle with 

Jeffrey Katzenberg, former president of Dis
ney's motion pictures division. In November, 
Capital Cities/ABC created a new television 
studio with Dreamworks SKG, an entertain
ment company fonned by Katzenberg, Steven 
Spielberg and David Geffen. 
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House Vote Bars· Internet Censorship 
Amendment to Communications Bill Seems in Conflict With Senate 

By John Schwartz 
Washington Post Staff Writer 

By 420 to 4, the House yesterday . 
approved an amendment-that express
ly prohibits Internet censorship by the 
government. 

The •'Internet Freedom and Family 
Empowermentn amendment to the 
House communications bill appears to 
conflict directly with an amendment to 
the Senate version of the same bill. 

The Senate amendment, sponsored 
by Sens. J. James Exon (D-Neb.) and 
Dan Coats (R-lnd.), is called the "Com
munications Decency Act'' and sets 
criminal sanctions for obscenity and in
decency on-line, enforceable by the 
Federal Communications Commission. 
That bill has become a lightning rod 
for activists,_ with more than 100,000 
signatur~ collected in an on-line peti
tion drive against the measure. 

The House amendment ••is a major 
victory f~r .cyberspace," said Jerry 
Bennan, ·head of the Center for De
mocracy and Technology, an on-line 
civil liberties. and policy group. "The 
Internet may have lost the battle on 
the Senate-side. But what the House 
indicates ,is that the Internet and its 
supporters may win the war." 

Both the House and Senate versions 
of the bill attempt to grapple with the 

· problem of children encountering of
fensive material on-line. Although 
there is much dispute over just how 
prevalent and accessible such material 
is, the House amendment is based on 

- · 

the principle that technologies are al
ready available to help parents ·control 
what children can find on the Internet; 
it also calls for on-line providers to po
lice their own offerings. 

The House amendment, introduced 
by Reps. Christopher Cox (R-Calif.) 
and Ron Wyden (D-Ore.), enjoyed sup
port from gro~ps on the political right 
and left, including the Progress and 
Freedom Foundation, the American 
Civil Liberties Union, the Cato Insti
tute and People for the American -
Way, as well as all of the major com
mercial on-line services. Although 
President Clinton has threatened to 
veto the communications bill, he ex
pressed support for the Cox-Wyden 
approach in a letter to l~wmakers 
Thursday. 

·'Virtually everyone in the House 
shares the objective of protecting chil
dren from offensive material on-line," 
Cox said in an interview, •'but relying 
on regulators and federal police won't 
work." 

''If the government is going to send 
out an army of censors, that's going to 
spoil a lot of the Net's promise," Wy
den said. 

But a separate amendment to the 
House bill appears to conflict with the 
Cox-Wyden provision. The House 
passed changes to federal obscenity 
laws in an amendment sponsored by 
Rep. Henry J. Hyde (R-Ill.) that would 
criminalize some forms of on-line 
speech. 'just as the House closes the 
front door on content regulation, this ' 

••. amendment attempts to sneak it in 
through the back door," said Mike 
Godwin, staff counsel for the Electron
ic Frontier Foundation. 

Cox said the apparent mnflict be
tween the two House amendments 
could be resolved in conference com
mittee, because "obviously the bill 
must not be at war with itself." 

Sen. Patrick J. Leahy (D-Vt.), who 
led the unsuccessful opposition to the 
Exon amendment in the Senate, issued 
a statement calling the House amend· 
ment "a positive step." But Leahy 
warned that the Cox-Wy~en effort 
11does not resolve the issue of content 
regulation on the Internet." 

11I remained concerned that an ex
ception in the Cox·Wyden amendment 
leaves room for the Communications 
Decency Act," Leahy said, referring to 
a provision of the amendment stating 
that it is not meant to conflict with the 
part of the federal law affected by the 
Exon amendment. · 

Leahy also warned that the Hyde 
amendment to the House bill 11raises 
the continued specter of chilling the 
free speech rights of Internet users in . 
slowing the free flow of information on 
this wonderful commwtlcations medi
um." 

Wyden 83,id that such concerns are 
valid. '·Certainly the picture is not as 
clear going into conference as Mister 
Cox and I would like .••• There is go
ing to be much to debate in the confer
ence." 
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)Use Approves Phone, Cable Bi] 
rhaul JWJuld Open Market for Local Calls, Remove TV Rate Cu~ 

By Mike Mills 
Waahingtm Past Staff Writer 

ise of Representatives yester
red broad telecommunications 
that would lower decades-old 
r barriers and allow many 
a competitive choice in such 

.y monopolized services as lo
ne calling and cable TV. 
also would remove most fed· 
,Is on cable TV prices and aJ .. 
companies to assemble much 
,ires of broadcast stations, ca-

ble systems and newspapers than are 
now allowed. 

It also contains a provision that could 
change viewing habits in millions of 
American homes: TV makers would be 
required to include special electronic 
chips in many sets, so that parents could 
screen out violent programs. 

The bill is an ambitious overhauling of 
a 61-year-old monopoly-based law that 
critics say hamstrings the United States' 
$700 billion-a-year communications sec
tor. With competitive constraints re
moved and new electronic technology 

racing ahead, Americans can look for
ward to lower prices and a greater selec
tion of services, they contend. 

"We're going to break up two monop
olies, one in local telephone service and 
the other in cable television," said chief 
sponsor and Commerce Committee 
Chairman Thomas J. Bliley Jr. (R-Va.). 
"Conswners are going to have greater 
choices, better service and they should 
have lower prices.'~ Competition, not 
government regulation, he says, is the 
best way to keep prices down. 

President Clinton favors more compe-

tition in the industry but contend 
the bill deregulates without adec:i 
protecting consumers. Yesterday, 
newed a threat to veto the bill. 

The White House says the bill d4 
tie to ensure that cable and telE 
monopolies would in fact be broker 
would let cable rates rise out of c1 
the White House says, and wou 
courage formation of huge mecli 
glomerates. 

Many consumer groups also c 
the bill. "Congress heard the in 
See TELECOMMUNICATIONS, Al01 
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voices loud and clear, but not the 
· consumers," said Debra Berlyn, ex
ecutive director of the National As
sociation of State Utility Consumer 
Advocates. The bill ~ result in 
higher telephone rates. Conswners 
can't afford this· bill. n 

Whatever the effect on consum
ers, the bill would throw out many of 
the bedrock rules. that goveni the I 

communications industry, some of · 
them dating to the 1930s. 

It would strip power from Harold 
H. Greene, a federal judge who has 
regulated much of the .telephQne in
dustry since the 1984 breakup of the 
Bell Telephone System; It would 
transfer authority he now holds over , 
the Bells to the Federal Communica- · 
tions Commission. 

It also would take away from 
states much of their traditional pow
er over local phone companies and 
cable TV operators. For example, 
states no longer would be able to 
regulate the profits of local phone 
companies, just the rates they 
charge their customers. 

Lawmakers plan to meet this fall 
to reconcile differences between the . 
House bill and a similar measure 

• passed by the Senate in June before 
the legislation is sent to the White 
House. 

Action on the bill began late 
Thursday night, then was suspended 

• at 1 a.m. Friday after Democrats 
noisily complained that the measure 
was being rushed through "under 
cover of night." 

In 71/z hours of action yesterday, 
administration officials :won two key 
change~ to the bill, in amendments 
sponsored by Rep. Edward J. Mar
key (D-Mass.). 

The final vote was 305-117, 
meaning President Clinton would 
have to persuade ·at least 29 law• 
makers to change their votes if his 
threatened veto is to stand. Assum
ing that all lawmakers vote on a mo
tion to override a veto, Clinton 
would need 146 supporters. 

One Markey amendment that pre
vailed would require television set 
manufacturers to install ''v-chips" in
to every new set they make with 
screens larger than 13 inches. 
Broadcasters would be urged, but 
not required, to rate programs they 
deem too violent for children and en
code them with a rating signal that 
tlie· chips could read, allowing par
enti(to block out objectionable pro-

,~irams .. 
. A$. an alternative to the v-chip, 
bi;-oa~casters backed another amend
ment that would have merely re-
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Reps. Thomas J. BIiiey Jr. (R-ya.), right, Jack Fields Jr. (R-Tex.)~ left, and John D. Dingell (D·Mich.) at a news briefing. 

quired the government to study tele
vision violence. The four major 
broadcast networks pledged earlier 
this week to spend $2 million to de
velop new blocking devices volun
tarily, without a rating system. 

House Republicans structured the 
votes on the competing proposals to 
allow lawmakers to approve Mar
key's plan, then knock it out of the 
bill by approving the broadcasters' 
alternative. But Markey foiled the 
Republican leadership and broad
casters by offering his amendment a 
second time as part of a procedural 
motion. It passed by a vote of 
224-199. 

''When you debate this bill in the 
light.of day. people vote against spe
cial interests," said Greg Simon, do
mestic policy adviser to Vice Presi
dent Gore. 

Another Markey amendment, 
which passed by a vote of 228-195, 
would limit companies from owning 
TV stations that reach more than 35 
percent of the nationwide audience. 
The current limit is 25 percent, 
while the original bill would have in
creased the threshold to· 50 percent. 

Each of the four major networks, 
CBS, ABC, NBC and Fox, is at or 
above the 25 percent threshold. The 
Walt Disney Co.'s re~ently announced 
buyout_of Capital Cities/ABC, and 
Westinghouse Electric Corp.'s deal to 
buy CBS Inc. would. increase those 

networks' reach. Markey said news of 
those mergers helped him to win his 
amendment restricting network reach 
to 35 percent. 

The House defeated two other 
amendments favored by the adminis
tration. One, by Markey, would hav~ 
retained federal controls on cable 
television rates. He contends that as 
passed, the bill would result in cable 
rates initially rising for most sub· 
scribers by at least $5 per month. 

The administration also lost on .an 
amendment by' Rep. John Conyers 
Jr. (D-Mich.), which would have giv
en the Justice Department a role in · 
approving requests by the regional 
Bell companies to enter the long
distance market. Supporters of that 
amendment contend that \\Tith the 
department involved, the Bells 
would be less likely to engage in an
ti-competitive practices. 

Most consumers, if they know 
about the bill at all, learned of it 
from the millions of dollars worth of 
advertising that has been spent as 
part of a battle between the regional 
Bell companies and the long-distance 
industry. · · 

The long-distance companies con
tend that the Bells reached a closed
door deal \\Tith the Republican lead
ership that eff.ectiv·ely would pre
serve Ute, Bells' ~monopolies over lo· 
cal calling while letting them into 
long distance. 

As debate reopened y~sterday 
morning, lawmakers easily approved 
a Bliley amendment that codifies the 
Bells' deal. 

House members also approved an 
amendment that addresses the .issue 
of pornography on the Internet. Of. 
fered by Reps .. Christopher Cox (R
Calif.) and Ron Wyden (D-Ore.), it 
would ensure that the federal gov
ernmen_t .had no role in monitoring 
material on on-line networks. Rather 
it would encourage on-line service 
providers to take steps to block ob
scenity and pornography from ap
pearing on their networks. 

Civil liberties and computer rights 
groups supported the amendment as 
an alternative to a Senate-passed 
provision by Sen. J. James Exon (D
Neb.), which would impose criminal 
penalties on people who transmit ob
scene material. 

As is usual in midsummer, the vis
itors' gallery was filled with tourists 
during the debate. But most of those 
interviewed knew almost nothing 
about the legislation that sponsors 
say affects consumers so directly. 

Jinuny and Jackie HOdges of Padu
cah, Ky., watched the action with 
their 12-year-old son Gabe and pro
nounced. the legislation overwhelm-
ing .and confusiJ}g. , 
· The family', i& a life'.ilong_ custQmE:r 
of AT&T long-4istance service, lives 
in a rural area \\Tith no cable TV, 



spends $600 a year on satellite tele
visio1,1, and has resisted giving Gabe 
an e-mail address because of con
cerns about on-lirie pornography. 

. . ''In gene.raJ, deregula~on is g_ood," 
Jimmy Hodges said. "But it's: very 
toUgh for CQP5umers1to keep.Up with 
all these new changes. 

"And it's going to get more copl-

i' ,, 

plicated. You're not going to be sure 
V!hP you'r~ paying for what." 

FOR MORE INFORMATION ~ 
_To download a full text of the 
legislation; "see Digital Ink, The 
Post's on-line service. To learn 
about Digital Ink, call 
1-800-510-5104, ext. 9000. 



WHAT THE BILL DOES 

The telecommunications bill that was passed by the House 
would break down decades-old regulatory barriers to allow 

telephone companies, cable TV companies and broadcasters to 
co,rzpete in. each other's businesses. The bill also would remove 
many controls on cable prices and help parents block violent 
television programs and pornography on on-line services. The 
bill would: 
•Open competition in local calling. State laws guaranteeing the 

monopolies of local telephone companies would be abolished, 
allowing long-distance carriers, cable operators and others to offer 
local phon·e service. Competition also· would emerge in the $14 billion 
a year market for in-state toll calls, which now is controlled by local 
phone companies. 

•Encourage cable competition. Phone companies would immediately be 
allowed to offer video programs, either over their phone lines or 
through separate cable TV systems . 

. •Dere~tiabletelevision~ Wi,hin 15 m~rths,·it.t~Jocal· . .. 
phone company won permission to offef vid,eo·prograrrirnih.g~ ·cable·:. 
operators woutd be able to set.theii'owh ratesAorservice; ··:. · ./i ·=· .·· 

equipment and. installat,oh::w,thoµt fede~i' J&filfts; , f9r:,.altctjanrtel$·i: ,• 
·other than so~call~q o~s[c:.ca~fe tw~ich JncliJcies c.a~le .. ijJri~g,fof/'. 
llver~th&--air shows and govemri)erihind:.educa~Jon·chah.nels);,·:·-::· '., . 
~mall tab I~ ~ysterns w9tJ_ld. be freeqJronfrat~Jontrols:. :.:· ,·.. ,. · 

. ;frnmedj~tely, . ,• ' . . 

• Let b~~dcasters offer new services. Stations could use new radio 
frequency assignments to offer new channels of digital television 
service or other services such as interactive television or high-speed 
data transfers. If broadcasters charge fees for any new service, they 
-would have to pay the federal government for use of the airwaves. 

, -,,.1c· Violent iv iit~~:l:.'l;:;_·n.~twqf.kf\iJ.Qu,~';Varu~'.f~r,iy''.r~ij-'th~tdt)(?{1 

· ·shows for \tiolerice a·nd'if'tsef mahtifactu.reis\vciuld:liavefo·, i nstaW'T 

• ;~:;;~::! v1~1:nt:~i~~t~ ::1_r~t~·-:.ti:::tf ~rf ~t::1t,m:i !J~~f ~;~11!:~;:1t}tI 
• Loose" broadcast ownership limits. f elevision networks could merge 

and networks could buy cable systems. Individual owners could own 
more than one TV station in a single community. Another rule barring 
single companies from owning st~tions that reach more than 25 
percent of the nationwide market would be increased to 35 percent. 
limit~ on radio station ownership would be repealed. 

---r~~1i~1;,11;1~t11 
THE WASHINGTON POST 
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]inton May Veto Phon~, · Cable Legislation 
Vhite Ho'!fe Conditions Support on Changes in Key Parts of 'lelecom~unications Reform Bill 

6.t q,{ . -
B Mike Mills diversity of ·content and viewpo~ts, a book deal that his publishing divi-

w~ Poststaffwrner it would allow fewer people to con- sion, HarperCollins, made \Yith 

:President Clinton plans to veto a 
:lecommunications reform bill 
vaiting action in the House unless 
gislators make changes that con
mer groups and the long-distance 
:lephone industry favor, adminis
ation officials said. 
The administration today plans to 
!lease a statement opposing the 
11, on grounds that it would lead to 
gher cable television and tele- . 
1one rates and would foster in
·eased concentration in the media, 
1e officials said. 
"Instead of promoting investment 
td competition, it promotes merg
:s and concentration of power. In
ead of promoting open access and . 

trol greater numbers ·of television, House Speaker Newt Gingrich (R
radio and newspaper outlets in ev- Ga.). The bill's relaxation of limits 

• ·err community," the veto statement on television station ownership 
says. . . would give Murdoch's company 

It 1s unclear ho!" much lDlpact more ability to expand its holdings. 
~e, veto threat will have on the The administration singled out 
bill s pros~ before the House, eight changes it wants made. High
where action is expected Wednes- est on the list are provisions aimed 
day or Thursday. Many Democrats, t laxin hi m· · 

. including former Energy and Com- a re g owners. ·? res ctio~s 
merce Committee chairman John D. for _broadcast teleV1S100 and radio 
Dingell (D-Mich.), support the bill. stations. . . . . 

But the threat comes on a day ~ong them, th~ ~dministration 
when House Republicans already obJects t~ one provision tha~ would 
face discomfort in bringing the bill allow a smgle owner to acqwre tele
to the floor before the planned Aug. vision stations that can reach 50 
4 recess. News Corp. Chairman Ru- percent of the nation and another 
pert Murdoch is scheduled to testify See TELECOMMUNICATIONS, D2, 
today before a House committee on CoL 4 
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that would repeal bans on one com
pany owning a combination of news
papers, broadcasters and cable op
erators in the same town. 

before cable operators face true 
competition. 

view that the House bill is irrespOn-

The statement also objected to 
allowing regional Bell telephone 
companies to offer long-distance 
service without first facing real 
competitors in their local service 
monopolies. · · 

The administration said the Jus
tice Department should decide -
whether the Bells should be allowed 
into long-distance, a step the bill's 

i~n~~u fJ~~, 
The veto statement also said the 

bill would prematurely deregulate 
cable television ~tes in most areas, 

It also cited provisions allowing 
phone companies to buy out local 
cable companies in rural areas. 

The statement has been eagerly 
anticipated by such groups as the 
Conswner Federation of America, 
Consumers Union and the Competi
tive Long-Distance Coalition, each 
of which have had little success in 
swaying lawmakers toward their 

sibly deregulatory. : 
"This is welcome news for c&-

1,;»• 
sumers," said Gene Kimm~ltll~, 
co-director of the Consumers 
Union~s Washington office. "It 
means the administration sfalids 
squarely behind keeping cable rates 
and telephone rates down and.:sup
porting competition in the market-
place." ~ .. 
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The Lonely Antitrust Repairman . : 

W ith all the giant mergers 
going on and no one 
protesting, I think of the 

lawyer in the antitrust division of the 
Justice Department as the Maytag man. 
He keeps sitting by the telephone, but it 
never rings. He has absolutely nothing 
to do but cut out paper dolls. 

I felt sorry for him, so I went to visit 
him the other day. He was in his bare 
office with his feet on the desk. He was 
tossing rolled-up pieces of paper into a 
small basketball hoop attached to his 
wastebasket. 

•iJ•m sorry to bother you," I said. 
''You're not disturbing me," he said. 

11No one ever comes here anymore. It's 
· nice to see a friendly face." 

'
1Tell me what the antitrust 

d_epartment is supposed to do." 
"My job is to make sure giant 

corporations do not have a monopoly on 
any major American industry. I have to 
protect competition, so the consumer is 
not at the mercy of avaricious Wall 
Street manipulators who will try to 
comer the market and control prices 
once they are in charge." 

0 That som1ds like a yery important 
job." 

"It would be if the phone ever rang. 
Every time there is a merger, the giants 
who make it insist it will create 
employment, lower prices and allow 
American companies to compete with 
Japart/' 

11Then what?" 
0 As soon as the paper is signed, they 

fire half the workers, raise the price on 

their products and have everything they 
once made here manufactured in China." 

"Why don't you call them on it?" 
"I can't. My phone isn't plugged into 

the wall. Congress passed a law that I am 
not to interfere with any merger that has 
been proposed by lobbyists who donate 
more than $25,000 to a political 
campaign. That's why the phone never 
rings." 

111 guess for all intents and purposes, 
your job isn't worth a bowl of clam 
chowder. Why do they even have an 

• antitrust department at all?" 
"It looks good to have one because it 

makes the people think they are being 
protected from the money men who want 
to own America. This month it's been 
the entertainment conglomerates that 
want to take over all the facets of the 
industry-tomorrow it will be the phone 
companies, and the month after that the 
computer giants will make a stab to have 
it all. It's to their advantage to have an 
antitrust division so they can say we 
didn't object to their becoming a 
monopoly." 

I said:, 11This has been very helpful. I 
am no longer fearful that the cable 
people will raise my rates or the movie 
companies will force their own junk films 
down my throat in the theaters they own, 
or the TV networks will show garbage 
they produced on their own networks." 

'Why do you think that?" 
''Because I know you're here." 

© 1995, Los Angeles Times S)'ndicate 
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Phone Legislation Unleashes Lobbyists and More 
. 61 ;, j '1 { By David Segal 

O I Washington Post Staff Writer 

As a historic telecommunications bill heads for 
a vote in the House of Representatives, legisla
tors are being blitzed by one of the noisier and 
more innovative lobbying campaigns in memory. 
It has cost millions of dollars, brought thousands 
of amateur lobbyists to Capitol Hill and made a 
star of a labrador retriever. 

The drive was launched two weeks ago by the 
nation's long-distance industry, after the House 
leadership took the unusual step of altering a 
committee-passed version of the bill, H.R. 1555, 

to make it friendlier to the industry'.s chief rival, 
the seven regional Bell telephone companies. 

The long-distance companies, who want the 
bill defeated or changed, face an uphill battle. 
The Bells, who rank among the most powerful 
corporate forces in Congress, have the support 
of key Republican leaders and are spending 
heavily on ads to defend the change in the bill, 
for which they had lobbied. 

The anti-regulatory stance of House Speaker 
Newt Gingrich (R-Ga.) is in sync with the Bells' 
agenda. Two weeks ago Gingrich attended a Re
publican fundraiser at the home of Philip Quigley, 
chairman of Bell company Pacific Telesis Group. 

Gingrich also has a family tie to the Bell camp, 
long-distance lobbyists point out- last fall his 
daughter went to work as a manager at Bell
South's cellular phone division. 

Marlin Fitzwater, former press secretary to 
President Bush and now in charge of the long
distance firms' effort, concedes that his side is 
likely to lose the House vote. But he says his 
side's campaign will rally support for a veto that 
President Clinton has promised. 

The fight revolves around language in the bill 
that is supposed to open to competition the Bells' 
local calling markets, traditionally a monopoly, in 
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return for letting the Bells into the 
long-distance business. The Jong
distance industry says the wording is 
a sham, and that it would allow the 
Bells to keep their monopolies while 
invading the long-distance market. 
The Bells say the old wording would 
have kept them out of the long
distance market. 

Since the issues are highly techni
cal, at times the campaigns have re
lied on gimmickry. The long-distance 
companies sent Monopoly board 
games to Congress. The Bells count
ered by sending orange traffic cones 
to the Hill, their way of saying that 
the long-distance carriers were creat
ing a detour on the infonnation super
highway. 

And there is Godiva, the brown ca
nine who stares incredulously from a 
diner in a television commercial for 
the Competitive Long Distance Coali
tion (CLDC), the lobbying ann of the 
long-distance companies. It is running 
the ad several times a day on 100 
television stations in the nation's 20 
largest markets. 

Long-distance companies have 
bused hundreds of employees wearing 
company T-shirts to Capitol Hill to 
get the word out. AT&T Corp. Chair
man Robert Allen came to Washing
ton to address a pep rally of his tem
porary lobbyists at Constitution Hall. 

And both sides have spent lavishly 
on two- and three-page print ads, in 
an outpouring of public relations dol
lars not seen since the fictional Amer
ican couple Harry and Louise were 
household names in the debate over 
health care refonn. Marc Rosenberg, 
a Washington Post advertising execu
tive, said that the two sides pur-

chased a total of 14 pages in the first 
three days of this week, each page 
costing more than $40,000. 

The CLDC has spent something 
close to $10 million on advertising 
about H.R. 1555-first to support it, 
then after last month's changes in the 
bill, to oppose it, according to Fitzwa
ter, who is spearheading the CLDC 
efforts. That is a lot of money consid
ering that to sustain the promised ve
to, Fitzwater needs to win the hearts 
and-minds of just 146 of the 435 law
makers. So far, that works out to 
more than $68,000 for each vote. · 

"Campaigns like these have effects 
in lots of interesting ways," said Fitz
water. "It gets members and staff to 
look hard at the issue, and it often 
gets people to register their concern 
with their congressman." 

On this, the two sides agree. 
"I don't think anyone believes that 

a particular congressman is going to 
change his or her vote because of an 
advertisement," said Robert Stewart 
of San Francisco-based Pacific Tele
sis, the man leading the Bells' count
er-campaign. "The point is to create a 
backdrop where you start to paint the 
broad outlines of the message for the 
opinion leaders in Washington." 

Maryland Rep. Constance Morella 
(R), who said she isn't sure how she'll 
vote, says they might have saved 
their money for something else. "It 
only works in that it makes sure we 
focus on the bill, but it's not convinc
ing . . . I just wish we could spend 
that kind of money on something like 
education, or abuse against women." 

Morella is just one of many in Con
gress who say they have been 
swamped by mail encouraged by Fitz
water's group, which has set up a 
phone system to agitate against H.R. 

1555. Callers can dial a toll-free num
ber and an operator at Western Union 
takes down their names and address
es and does the rest. 

The system has showered Capitol 
Hill with thousands of orange tele
grams, but has had some misfires. 

Missy Hudson, for instance, found 
out recently that she was trying to 
lobby herself. A staffer in the home 
office of Democratic Rep. Tom Bevill 
of Alabama, Hudson's name appeared 
on a telegram addressed to her boss, 
stating that she wanted fair and real 
competition in the telecommunica
tions industry. 

Just one problem, said Hudson: 
She had nothing to do with the tele
gram, which was generated by Fitz
water's lobbying operation. "They 
called and said they'd find out how it 
happened," said Hudson, "and they 
apologized." 

Maxine Grant, a staff member for 
Rep. Matthew G. Martinez (D
Calif.), said his office received so 
many hundreds of nearly identical 
telegrams that he asked his staff to 
contact some of those who sent the/ 
mail. In calling a random sampling of 
about 60 names, Grant said, the . 
found that none of the people re
membered that they had sent such 
telegrams. 

Fitzwater said he had not heard of 
such incidents. 

The Bells are taking a different 
tack by inviting businesses and asso
ciations to co-sign newspaper ads. 
Post-Newsweek Cable, a division of 
The Washington Post Co., is among 
the co-signers. 

Staff writer Mike Mills contributed 
to this report. 
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• Access 2000 
• AirTouch Communications 
• Alliance for Competitive 

Communications 
• American Legislative 

Exchange Council {ALEC) 
• Ameritech 
• Bell Atlantic 
• BellSouth 
• Cablevision Industries 
• Cablevision Systems Corp. 
• Caucus for Writers, Producers, 

and Directors . 
• CBS Inc. 
• Citizens for a Sound Economy 
• Comcast Corp. 

• -

• Cox Enterprises, Inc. 
• Edison Electric Institute 
• Fox Broadcasting.Co. 
•GTE 
• Motion Picture Association of 

America . 
• National Cable Television 

Association 
I t / 

• National Newspaper /
1 

Association 
•NBC 
• Newspaper Association 

of America 
• NYNEX 
• PaciJjc_ Telesis Group 

- .-J>ost-Newswe,k Cable 

,. 
I 

• Producers Guild of America 
• SBC Communications Inc. 
• Southern Company 
• Tele-Communications, Inc. 
• Time Warner Inc. 

l 

; • Turner Broadcasting 
Systems, Inc. 

• United States Telephone 
Association 

• U.S. Cable Corp. 
•US WEST 

·•Utilities Telecommunications 
Council . i 

• Viacom Inc. 
• World Institute on Disability 

I 
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•AMBOX INC 
• Access to Independence 
• Acme Petroleum and Fuel Co. 
• Adelphia Communications Corp. 
• Advanced Electronic Applications, Inc. 
• Advanced Integrated Technology, Inc. 
• Allied Medical Consultants, Inc. 
• Ampro Corporation 
• Arise, Inc. 
• Armstrong World Industries 
• Associated Tax Service, Inc. 
• Baruch Defense Marketing, Inc. 
• BessemerCity, NC Area Chamber of 

Commerce 
• Bittle & Noye Associates 
• Black Data Processing Associates 
• Blind San Frqnciscans, Inc. , 
• Booth American Co. 
• Bren Norris Associates, Inc. 
• Bresnan Communications Co. 
• Btidgestone/Firestone, Inc. 
• BroadBand Technologies, Inc. 
• Bureau of Wholesale Sales Representatives 
• Cqpital Creation Comoanv 
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• HASL's Independent Abilities Center 
• Heightened Independence & Progress 
• Helix Limited 
• Home Builders Association of New Hampshire 
• Hom·e Health Care of Mount Vern~>n, 

New York 
• H.O.P.E. 
• Human Relations Commission of Freeport, 

New York 
• Industrial Construction and 

Maintenance, Inc. 
• lnovonics, Inc. 
• Insight Communications 
• Integrated Network Corp. 
• lnterMedia Partners 
• International Franchise Association (IFA) 
• International Home Furnishings 

Representatives Association 
• John Brom Agency 
• JW7 Concepts, Inc. 
• K.E. Enterprises, Inc. 
• Keltronics Corporation 
• Kentucky Association of the Deaf 
• Kev-Four Inc. 
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• 
• National Multiple Sclerosis Society, 

Michigan Chapter 
• National Women's Conference Committee 
• Nationwide Insurance, Reidsville, NC 
• Nebraska Association of the Deaf 
~ Nebraska Senior Citizens Council 
• New Hampshire As.sociation of the Deaf 
• Newington Senior and Disabled Center 
• New Jersey Association of the Deaf, Inc. 
• New Mexico Association of the Deaf 
• North Dakota Association of the Deaf 
• Oklahoma Association of the Deaf 
• Ontario Pipe Supply, Inc. 
• Organization for Consumer Justice 
• Pacific West Enterprises 
• Phoenix Staffing & Consulting 
• Poteat, Inc. 
• Printing Industries of America 
• Raytel lnc./Metal Flex Hosing Inc . . 
• Reidsville, NC Chamber of Commerce 
• Restor Industries, Inc. ·· 
• RPM Pizza, Inc. 
• Satellite Broadcasting and Communications 
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•AMBOXINC 
• Access to Independence 
• Acme Petroleum and Fuel Co. 
• Adelphia Communications Corp. 
• Advanced Electronic Applications, Inc. 
• Advanced Integrated Technology, Inc. 
• Allied Medical Consultants, Inc. 
• Ampro Corporation 
• Arise, Inc. 
• Armstrong World Industries 
• Associated Tax Service, Inc. 
• Baruch Defense Marketing, Inc. 
• Bessemer City, NC Area Chamber of 

Commerce 
• Bittle & Noye Associates 
• Black Data Processing Associates 
• Blind San Frqncisca~s, Inc. , 
• Booth American Co. 
• Bren Norris Associates, Inc. 
• Bresnan Communications Co. 
• Bfidgestone/Firestone, Inc. 
• BroadBand Technologies, Inc. 
• Bureau of Wholesale Sales Representatives 
• Capital Creation Company 
• C~rolina Sound Communications, Inc. 
• Central and South West Corp. 
• Ghase Advanced Technologies, Inc. 
• Cherryville, NC Chamber of Commerce 
• Chrysler Minority Dealers Association 
• Coalition of Citizens with Disabilities 
. in Illinois ' 

• Connecticut Association of the Deaf 
• Conrad Grundlehner, Inc. 
• Consortium .for Citizens with Disabilities 

Task Force on Communications Access 
•. CorporateCom 
~ CTE, Inc. 
• Curative Rehabilitation Center 
• Deion Associates & Strategies, Inc. 
:• DeYoung Manufacturing, Inc. 
• _Dimeo-Grav Comoanv 

• 
• HASL's Independent Abilities Center 
• Heightened Independence & Progress 
• Helix Limited 
• Home Builde~. A~ociation of New Hampshire 
• Home Health Care of Mount Vem~m, 

New York 
• H.O.P.E. 
• Human Relations Commission of Freeport, 

New York 
• Industrial Construction and 

Maintenance, Inc. 
• lnovonics, Inc. 
• Insight Communications 
• Integrated Network Corp. 
• lnterMedia Partners 
• International Franchise Association (IFA) 

, • International Home Furnishings 
Representatives Association 

• John Brom Agency 
• JW7 Concepts, Inc. 
• K.E. Enterprises, Inc. 
• Keltronics Corporation 
• Kentucky Association of the Deaf 
• Key-Four Inc. 
• KHO Services, Inc. 
• Klein Tools, Inc. 
• Latin American Women and Supporters 
• League of United Latin American 
Citizens (LULAC) 

• Lenfest Group 
• Link, Inc. 
• Long Island Center for Independent Living 
• Lynn, MA Independent Living Center 
• Marcus Communications 
• Maryland Association of the Deaf 
• Minnesota Association of Deaf Citizens 
• Missouri Association of the Deaf 
• Mobile Community Action, Inc. 

. • Montana Association of the Deaf 
• Morse-Starrett Products Company 
• l\/ln11nt!lin I !ll,ol:'.' CoC'n.+ 1 ... ,.. 

! ' • National Multiple Sclerosis Society, 
Michigan Chapter ' 

• National Women's Conference Committee 
• Nationwide Insurance, Reidsville, NC 
• Nebraska Association of the Deaf 
• Nebraska Senior Citizens Council 
• New Hampshire Association of the Deaf 
• Newington Senior and Disabled Center 
• New Jersey Association of the Deaf, Inc. 
• New Mexico Association of the Deaf 
• North Dakota Association of the Deaf 
• Oklahoma Association of the Deaf 
• Ontario Pipe Supply, Inc. 
• Organization for Consumer Justice 
• Pacific West Enterprises 
• Phoenix Staffing & Consulting 
• Poteat, Inc. 
• Printing Industries of America 
• Raytel lnc./Metal Flex Hosing Inc . . 
• ~eidsville, NC Chamber of Commerce 
• Restor Industries, Inc. --
• RPM Pizza, Inc. 
• Satellite Broadcasting and Communications 

Association 
• Self Help for Hard of Hearing People 
• Self Initiated Living Options (SILO) 
• SENIORS! Inc. 
• SER-National Jobs for Progress 
• Service Telephone and Equipment · 
• Sinders Enterprises 
• Society of American Florists 
• Southern Machinery Repair, Inc. 
• Standard Distributors, Inc. 
• Stanfield Elementary School Distri-ct 
• Stella Black Real Property 

Consultan~s, Inc. · 
• Summit Independent Living Center 
• Sunflower Travel Corporation 
.-Sungro Chemicals, Inc. 
• Tamaqua Cable Products Corp . . 
_ "T' AIAII 



• c.;onrad Grundlehner, Inc. 
• Consortium for Cttizens with Disabilities 

Task Force on.Communications Access 
•. CorporateCom 
• CTE, Inc. 
• Curative Rehabilitation Center 
• Deion Associates & Strategies, Inc. 
• DeYoung Manufacturing, Inc. 
•·. Dimeo-Gray Company . 
• Disabled Resources Center 
~ Drivers Unlimited of Rochester, Inc. 

. • Elbert Bradshaw Enterprises, Inc. 
-.• Elcotel, Inc. 
· • Empire State Association of the Deaf 
• Escuela de la Raza Unida 
• Executive Resources Ltd. 
• Fitzpatrick ~ Associates 
• Fort Wayne Mold & Engineering, Inc. 
• FTD Association 
• Gastonia, NC Chamber of Commerce 
• General Converters & Assemblers 
• G.P. Simpson Lumber, Inc. 
• GranCare, Inc. 
• Gray Panthers 
• Green & Associates, Inc. 
• H.A. King & Associates, Inc. 

• Lynn, MA Independent Living Center 
• Marcus Communications 
• Maryland Association of the Deaf 
• Minnesota Association of Deaf Citizens 
• Missouri Association of the Deaf 
• Mobile Community Action, Inc. 
• Montana Association of the Deaf 
• Morse-Starrett Products Company 
• Mountain Lakes Resort, Inc. -
• MAB Media Services, Irie. 
• MTE Corporation 
• National African-American Consumer 

Education Council 
• National Association of Commissions 

for Women 
• National Association of Minority 

Automobile Dealers 
• National Association of the Deaf 
• National Coalition for Homeless Veterans 
• National Council of Hispanic Women 
• National Council of Silver Haired Legislators 
• National Hispanic Caucus of State 
• National Hispanic Council on Aging 

Legislators ' 
• National Latino Telecommunications 

Task Force ·, 

' 

- . 
• Standard Distributors, Inc. 
• Stanfield Elementary School District 
• Stella Black Real Property 

Consultan,s, Inc. · 
• Summit Independent Living Center 
• Sunflower Travel Corporation 
•· Sungro Chemicals, Inc. 
• Tamaqua Cable Products Corp . . 
• TAWI 
• Technical Management, Inc. 
• Technology Service Group, Inc. 
• Telecommunications for the Deaf 
• The Communications Department, Inc. 
• Triax Communications Corp. 
• Tri-County Independent Living Center, Inc. 
• United Homeowners Association 
• Vermont Association of the Deaf 
• Virginia Association of the Deaf 
• Virginia Public Interest Coalition 
• Wall Street Services, Inc. 
• Western and English Sales Association 
• West Virginia Association of the Deaf, Inc. 
• XTP Forum 
• ~ip Feed Mills, Inc. 
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