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HOUSE COMMITTEE REPORT

Date Referred: April 2, 1990 FURTHER REFERRALS:
STATE AFFAIRS
Date of Committee Action

The HESS Committee considered: CSSB 4551FINANCE1L
CS SB NO. 455 (Fin) PROHIBIT ALCOHOL ADVERTISING ON RATNET
"An Act prohibiting advertising to promote the use or sale of alcoholic

beverages on the satellite television project? and providing for an
effective date.”

be replaced with ttCs C 5 51?7) (//0755j 1 a new title

have attached amendment(s)

R&COMI\MHEINDATIGW\S:: d X1 same title

do pass

do not pass

no recommendation
individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 fiscal impact [ ] fiscal note(s)
[ ) zero fiscal note |j0 zero fiscal note(s) VM/fo/
[ 1 2ero with analysis [ 1 zero fn/analysis

SIGNING:
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Cramer
AMENDMENT
OFFERED IN THE HOUSE
TO0: CSSB 455 (Finance)
Page 1, after line 9:
Insert a new bill section to read:
"* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that
(&D) alcohol abuse has taken a tremendous toll on the lives of

Alaskans, interfering in a serious manner with the health, safety, rights,

and privileges of Alaskans, and with the public welfare;
(2) there is a strong and unmistakable <correlation between

alcohol consumption and poor health, fetal damage, death, suicide, crime,

family violence, family instability, and child abuse;
(3) Alaska"s suicide rate i9 twice the national average and the

rate for Alaska Natives 1is four times the national average; for 20 to 24

year old Alaska Natives the suicide rate 1is 26 times the national average;

alcoholics have a 30 times greater risk of suicide than nonalcoholics;

there is a detectable 1level of blood alcohol present in 79 percent of all

Native Alaskan suicides and in59 percent of all Alaskan suicides;

4 Alaska Natives also have one of the highest fetal alcohol

syndrome rates in the world;
(5) in order to combat the damaging effects of alcohol, many

communities in the state have implemented Alaska®s ™"local option laws™

under which the communities elect to control the sale or possession of

alcohol within their boundaries, yet these same communities find themselves

-1- 4/16/90
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bombarded over the state satellite television project with advertisements
for alcoholic beverages that associate an attractive and healthy image with

the consumption of alcohol; and
(6) there exists a legitimate state 1interest 1in see

eliminate these advertisements from the state supported satellite tele—
vision project.

(b) The 1legislature intends that the Rural Alaska Television Netwc
Council and the Department of Administration should do e®rything possible
to come to an agreement with broadcast companies and television networks to
make it possible for adveitisements promoting the use or sale of alcoholic
beverages to be edited from the programming that 1is broadcast over the
to broadcast

state satellite television project without 1losing the rights

the programming and without increasing the cost of the programming signifi—

cantly ."

Page 1, line 10:
Delete "Section 1"

Insert ""Sec. 2"

Renumber the following bill sections accordingly.

Page 1, line 25:
Delete all material.
Insert new bill sections to read:
"* Sec. 4. NEGOTIATIONS. (a) The Department of Administration shall

request that the major television networks permit the st:te to broadcast

9. 4/16/90
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programming over the state satellite television project without alcoholic

advertisements and without significantly increasing the cost of the pro-—

gramming. The department shall invite the local television affiliates who

are involved in broadcasting programs over the satellite television project

to participate in the negotiations.

(b) The department shall report to the legislature by February |1,

1991, on the progress of the negotiations.
(©) IT an agreement 1is entered into with a major television network,

the department shall report to the governor and to the revisor of statutes

concerning the terms of the agreement and the. date on which the agreement

takes effect.

* Sec. b. Sections 1 and A of this Act take effect immediately under

AS 01.10.070(c).
* Sec. 6. Sections 2 and 3 of this Act take effect only if, no later

than January 1, 1992, an agreement 1is entered into with a major television

network that permits the local television affiliates or other entities

broadcasting programming over the state satellite television project to

remove advertising that promotes the use or sale of alcoholic beverages
from the programming without significantly increasing the <cost <cf the

programming to the state. IT secs. 2 and 3 take effect, they take effect
on the day on which the agreement first permits the editing of the program—

ming."

-3- A/ 16/90
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Senator Johnc Binkley o Il

Senate Finance Committee "\Trs-

P.O. Box \' ¢ Jime.ui. Alaska **x11 * (“>07) 465-4°ASS
linaiice Committee
Co-Chairman

MEMORANDUM April 16, 1990

T0: Representative Johnny Ellis. Chairman
House Health, Education and Social Services Committee

FROM: Senator Johne

RE: SB 455, prohibiting advertising to promote the use or sale of alcoholic
beverages on the Satellite telévision project

Thank you, for s
RATNet Council is the
the séatesnetwork SB 4
broa %ast tnor accept
romo in seors

he | t?t %

cheduling the above-referenced hill. Under current law, the
oed ecision maker as to what Pro rams will be broadcast on
B 55 amends the statutes to state that the Councjl may not
Tor r adcast any prog rammln |ch contams advertlsm

oac holic everage onote |tl]sapprm)3r|ate r the
fate to S b3|d|ze nds of commercjals when on the other hand, we spen
hundreds of millions of dollars to combat the effects of alcohol abuse. '

I've encl(?sed t mmhttee me[nbers files copies of RATNet schedules, a

memo pregare for w;m Pr)( e Legls tive Re eercg Arger(tjcty on this |Sﬁue and a

copy ol a section of liate agreement wit Iting networ programs
| am also offering an amepdment to this hill for the committee's conslderatlon It

sets forth Legislative Findjngs which show that the state does have a leg ||mae

Interest In seging these advertisements removed from R It also %ves clearer

direction to the Department of Administration thftt ItIs to ne otlate with the broadcast

companies an agreement which will ailow the local affiliatés to edit alconq|

advertisements prior to showm the programs on_RATNet and to report to the

Ieg islature on the progress of the negotiations. The prohibit on would only take ffect
n agreement Is reached with at least one broadcast company by January 1, 1992.
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Legislative Research Agency

Alaska State Legislature

January 8, 1989

MEMORANDUM
T0: Senator Johne Binkley
ATINL  Janice Adair

FROM: Sheila F. Helgath -*/"/A
Legislative Analyst

RE. Alcohol Advertising on RATNET
Research Request 90.052

You requested this agency to investigate the 053|b|l|tl¥ of removing alcohol
advertisements from programing broadcast by Rural Alaska Television Network
RATNET). Also you requested that a House Research Agency memorandum to
epresentative Clocksin on liquor advertising be updated. “Finally, you wanted
to know the arguments that are made for and against alcohol advertising.

Three arguments have been advanced ,by_ RATNET staff and representatives of local
television stations (network affifiates) against the removal of alcohol
advertising from RATNET. (1) a contract between the state of Alaska and the
networks and separate contracts between affiliates and the networks. prohibit
removal; (2) Alaska state law and Federal. Communications. Commission (FCC
requlations * prohibit removal  of advertising in programm%; and! the
technjcal feasibility of removing all the advertisements would make the costs
Proh|b|t|ve. Each drgument Is discussed below. They may be surmountable 1f
he state of Alaska desires to remove alcohol advertising from RATNET,

~———

RATNET BROADCAST TECHNOLOGY AND THE "CONTRACTS

RATNET staff and network affiliates say that two sets of contracts exist which
prohibit the removal of advertising from RATNET Pr_ogrammg. The first is a
verbal agreement between the”of "Alaska, the aftfiliates “and .the networks.
The second is a set of operating agreements between the affiliates and the
networks.  The origin of thesé coOntracts and changes in technology and
corporate structure “affecting them are explained below.

RATNET is the state-subsidized television system which fransmits_programs to
areas of Alaska that do not receive comniercial television.  Programs are
obtained from the networks (ABC, CBS, and NBC) through their local dffiliates
(stations) in Anchorage. At present, prodgrams dre transmitted from the
networks' " television satellite ‘to the RAINET center located in Anchorage.
These transmissions are redirected to receivers in rural Alaska.



Senator Johne Binkley
January. 8, 1990
Page 2

Satellite transmissions did not exist in 1977 when the of_Alaska agreed to buy
tapes of network news programs and some sporting events. These tapé&s were then
broadcast in urban areas by the affiliate network stations and in rural Alaska
bﬁ' RATNET. In return, thé networks ﬁlave other programming free of charge to
the of Alaska for use on the RATNET system. “There Was a "gentlemen's
agreement" that the-"would accept the programing from beginning “to end, or
"Credit to credit", including the advertising. ~ This vefbal agreement was
reached in 1977 among state personnel, representatives of local affiliates and
reRresentatwes of the networks at a meeting in New York. , _

| have made repeated requests for copies of any written material which would
confirm that a verbal agreement existed, Staff of neither RATNET or _the
affiliates were able to provide written documentation. However, both RATNET
and affiliate staff affirm that a "gentleman's agreement" existed that bound
the state to 'sse programing “credit to credit.” . After 1984, when direct
satellite transmission became available to the_affiliates, it was no Ionﬂ_er
necessary to use and therefore purchase tapes. The continuing validity of this
verbal agrgement, with the pass? e of time and mang changles In technology since
It was made, should be careful;g analyzed by legal statf.

The other set of contracts that may inhibit the affiliates' cooperation in the
removal of alcohol advertisements “is between the affiliates and the networks.
The affiliates argue that in their contracts with the networks they have agreed
to protect the programs from credit to credit mcIu_d_mg advertlsm(%. Recent
corporate changes at the networks have given the affiliates greater freedom to
control rogramln_?. According to a New York-based network executive, who
requested anonymity, the affiliates have considerable latitude in this area.
Because these are ,fontracts between private parties, copies of the contracts
were not made available to verify these assertions.

RATNET officials and affiliate management aJso argue that "common practices
exist jn broadcasting" which prohibit using part of a program without
presenting ell of the program including advertising. Some of the broadcasters
at the Anchorage stationS implied that if the advertising were removed, the
networks might “be inclined to revoke permission for the “to use any of their
prog%rammg. | was unable to obtain written documentation that the networks
would respond in this manner or to otherwise verify this possibility.

ALASKA  LAW AND FCC REGULATIONS

Alaska State Statutes and Federal Communication Commission Regulations have
errll\lEardvanced as reasons why the state can not prohibit alcohol advertising on
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Alaska Statutes

John Morrone, Deputy Director for the Division of Telecommunications, stated
that Alaska law would prevent removal of advertising from RATNET, even if
there were no contract obligations, unless the RATNET Council agrees. He
referred to AS 44.21.320 (c)” and (d) which state:

(c)  Decisions and policies relating to progl,ramming under the
satellite television project, including scheduling and allocation
by the department, but may only be made by

policies, may not be made Y
a network that is representative of participating rural teleyision

users,. by commercial broadcast users or by other affected
participating user groups and entities irder procedures provided b(y
statute or, if no statute applies, then by agreement of the affecte
user networks or ?roups. The departmént “shall assist users 'n
preparing agreemenfs that may be required under this subsection.

(d} The department may not engage in any activity which interferes
With a contract or program rig t_re,Iatm% to commercial television
programming, including” but ndt limited to any right protected by

copyright.

According to Mr. Morrone, Subsection (c) means that only the RATNET Council
has the ‘authority to control programing” subject to. any agreements that have
been made with affected networks™ or groups.  The issue 0f removing alcohol
advertisements was brought before thé RATNET Council on February 19, 1988,
The council heard from Mr. Morrone who presented the three arguments, stated
earlier in this memorandum against removal of advertisements. ~ No action was
taken by the council.  However, attorneys at both the Attorney General's
Office and Legislative Legal Services have indicated  that the “legislature
could specifically direct the RATINET Council to prohibit alcohol advertising
with a simple améndment to this subsection.

Subsection (c) refers to contracts and program rights which have the potential
to affect removal of alcohol advertisements. = As suggested earlier, the
validity of a twelve-year-old verbal agreement may be quéstionable. Similarly
subsection (d) hinges on whether a “valid contract "between the state and
network exists and what is implied in programing rights. Legislative Legal
Services mhght be requested for Tn ognmon on"the” validity “of the verbal
contract and how subsection (d) relates,

Federal Communication Commission (FCC) Regulations
Transmissions across State boundaries are re uIatc&WCC. Several of the

broadcast affiliates, RATNET personnel, and _lglo,use Research memoranda have
asserted that FCC requlations exist which prohibit removal of advertisements.
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| have asked the ahbove parties to identify the regulation, but no ong can cite
the reference,  Louise Stewart, Public” Affairs Sﬁ_ec_lallst for the FCC In
Anchorage, said that FCC re%,ulahons would not prohibit the state of Alaska
from removing liquor advertisements. ~The FCC considers what happens to
programing to” be a transaction between "private parties"--in_other words it is
an “unregulated agreement between the = of Alaska, the affiliates and_ the
networks. | also spoke with staff in Senator Glenn's office. ~Senator Glenn
IS chair of the Governmental Affairs Committee which has oversight of the FCC.
It was their opinion that there is nothing in the FCC law that prevents the

state from removing alcohpl advertising.

TECHNICAL FEASIBILITY AND COST

The final case against removing liquor advertising from RATNET is the
technical difficulty and expense 0f doing so.

Technically, there are two ways to eliminate alcohol advertising from RATNET.

The most expensive means is to "tape delay" the programing. The station would

tape all the programs coming off the sdtellite, and then edit it and remove

alcohol advertisements. It7is the most effective WaY to insure all of ther (VELw
targeted advertising is removed. RATNET staff obhect 0 this apProachbecause -ViLc/a&fe
they are trying to "bring current programing, such as live football and news(ﬁouJA )
telecasts, to rural residents. oAcauv oiis.

The other way to remove the advertising is to have an engineer at the RATNET
Alaska receiving station remove the” advertisements s they are  being
transmitted from™the satellite to the other stations. RATNET staff ob$ect {0
this. approach because it would leave gaps in the programing which would be
difficult and expensive to fill. RAINET officials ‘say it would be difficylt
to toggle 100 percent of the advertisements since ‘they do not know when
alcohol” advertisements will come throu?hh, in the p_rograml%. NancY Lon?,
Production Manager for KT00, offered this suggestion. NET staff could
target evenings, weekends, and sports events.” This method would require
additjonal equment such as a tape machine, time base corrector, and
switches, costing about $100,000 and an engineer to toggle the switches and
put the replacement tapes on the air. RATNET memoranda”state that it would
require five AV Technicians | and two editing bays for a cost of $255.440 the
first year (see attached memorandum). SeleCtive targetln(I; of weekend sPorts
and evening programing might reduce these costs and ‘get the majority of the
advertisements out of “the “programs.

Other technical and cost reduction possibilities exist and could be explored.
Senator Glenn's staff told of a barcoding  mechanism which would warn the
receivers ahead of time when alcohol advertisements were being transmitted.
Beer marketing executives said they had mechanisms (used ™ to test the
effectiveness ~ of commercials) which selectively send and receive
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advertisements.  These are some of the technological possibilities available
to RATNET staff to remove the majo_rlt}/ of “alcohol advertisements from
programming.  Federal grant money might be used to reduce the cost of
altérnative programing. ~ The Centér fof Science in the Public Interest has
identified fedefal funding for anti-drinking public service announgements that
target minority %roups. RATNET or another” entity in the state might be able
to Use grant funds to produce public service announcements, Use of federal
grant money would lower the cost of filling the gaps left by eliminating
alcohol advertisements.

PRO ALCOHOL ADVERTISING POSITIONS

The primary lobbying position of the alcohol mdustrY is that it self-
regulates its advertising and therefore government shoufd not. The spirits
Ingustry allows coolers™ (6% oy less alCohol in content) and beer to be
advertiSed in the broadcast media. The industry is ver¥ concerned about any
legislation that might set a precedent.  Therefore they opEose limiting
alCohol advertising in areas that are "dry" such as rural ‘Alaska.l Industry
spokesmen claim that there is no scientific. evidence showing that advertising
promotes drlnklnq to "excess." It is their claim that théy are advertising
only for a market share of people who already drink.

The industry maintains that controlling advertising violates free speech. The
industry has aggressively challenged attempts to control limitations on free
speech ‘through “Court challenges.™ Attached is the "b_nefmtq hook" obtained
from the Anheuser Busch lobbyist which documents the indusfry positions. and
Includes a list of the court cases that have been favorable t0 Its position.
The state of Alaska could expect a coyrt challenge by the industry to any
efforts to remove adverhsmq. Issues in_such a challenge might include  the
following: Is the removal of advertisements from “a state subsidized
television®broadcast an inhibition of an individual's right to free speech or
control of commercial _speech? Does the state's right t0 protect the Welfare
and health of its citizenry counterbalance the frée speech issue? Does the
local Oﬁmons law which allows communities to control the sale and possession
of alcohol affect this issue?

ANTI-ALCOHOL ADVERTISING PERSPECTIVE
Those who oppose . any form of alcol.jl advertising on television believe that
alcohol advertising” is targeted at non-drinkers, light drinkers, ethnic

‘The Beer Institute is the Iobb%ing group that represents the Rro-alcohol
advertising stance, | was directed by institute staff to contact the Anheuser
Busch company which is the largest beer advertiser.
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minorities, women and youth. Those targeted have traditionally had low Rer
capita consumption. THhe Center for Science in the Public Interést (CSPI) has
written .a short but pointed book titled The Booze Merchants: The Inebriating
of America which details the advert|3|nﬂ] strategies of the alcohol industry.
Excerpts from this book are afttached. The authors stress the use of marketing
which™ promotes the use of alcohol to obtain a glamoroys lifestyle.
Researchers identify patterns of values, norms, and behaviors in a sub-group
of the population "which marketing specialists then tie to their product
through advertising, For example,”if ‘a young person wanted to hbe successful
with “friends and “the opposite sex, thé car or a beverage being sold is

associated with a party.-

Other alcohol advertisements encourage people who already drink to drink on a
daily basis and at times other than the "normal® timés such as weekends,
parties, or special events. These advertisements are demgned to encourage
people to drink every day and promote the idea that_alcohol everaﬁes are |ike
soft drinks, fruit juicé and similar beverages. The Booze Merchant authors
also pointedly suggest that advertisements are targeted at heavy drinkers to
convince them”to continue drinking, If heavy drinkKing were eliminated, a 40%
drop in sales would occur.. In Short, CSPI" refutes "the claims made by the
mdust_rg_ that adverhsmg is for a market share. CSPI asserts that alcohol
advertiSing is for market expansion,

The free speech arguments seem the least troubling .to anti-alcohol advertising
agvocates. A precedent has been set nationally with the removal of cigarette
advertisements from broadcast media. CSPI staff su gfested that the afgument
about free speech might be countered with an argument Tor the state's right to
protect the health and safety of the public.” Further they arque that two
recent Supreme Court Cases clearly delineate the right to control commercial
speech versus the right of individual speech. THese cases are Posadas de
Puerto Rico Association vs. Tourism Compan7y Puerto Rico 478 US 328 1985 and
Board of Trustees of University vs. Fox 57 USLW 5015 (June 29, 1989)3.

. "The Center for Science in the Public Interest is the lead lobbying group
nationally a?alnst alcohol advertising. CSPI is a non-profit health advicacy
g\roup with fies to the American Medical Association, National Council on

Icoholism, the National Parent Teachers Association, the American Academy of
Pediatrics and others.

legislative Research Agency is in the process of obtaining an analysis
of thesé two cases.
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SUGGESTIONS FOR FURTHER ACTION

Arguments advanced against the legality and practicality of removing liguor
advertisements, althotgh forcefully made, may not be definitive in the opinion

of some knowledgeable “people with "whom | spoke.
If further investigation of this matter is pursued, it might include:

. legal research into the nature of contractual a?reements between
the ~ of Alaska and the networks, and between the networks and

affiliates;
legal interpretation and possible amendment to AS 44.21.320;

analysis of the fiscal impact on RATNET of editing transmissions.



PERSONAL  COMMUNICATIONS

ramstedt Jr. |, Channel 2 Anchorage Broadcaster, Telephone Conversation
geptem% 9] 19§A9. v P

Hiebert, Aug|e Channel 11 Anchorage Broadcaster, Telephone Conversation,
September 9, ~ 1989,

ramer, Terr Services Lawyer, Legislative Affairs Agency, Telephone
gonversanony Dec ml)er 20, 1389 y J gency P

Lauber, Richard, Lobbyist, Anheuser Busch Inc., Interview and Telephone
Conversations, September-December, 1989.

Long, Nancy, KTOO Production Manager, Telephone Conversation, September 1989.'

Morrone, _John, De u% D|rector DIVISIOﬂ of Telecommunications,  Interview
about RATNET on SeBte ber

Randelett, B. Channel 13 Anchorage Broadcaster, Telephone Conversation
September’ 12, 198

Stewart, Lomse P'iblic Affairs Specialist, Federal Communications Commission,
September 9, 19%,.

Taglor Pat, Director, Alcohol Policies Project, Center For Smence in the
Public’ Interest, Telephone Conversations, September-December, 1989,

gen Tom, Assistant Attorne General Alaska Attorney General's Office,
Telephone Conversation, Decembér 25, 1989,



(e) Compensation for a program which was interrupted may be adjusted.

(f) N3C reserves the right to change at any time the Network Station Rate
of the station. If NSC increases the Network Station Rate, such increased rate
snail be used in computing the compensation due you on business actually sold
by NBC at such increased rate. If NSC decreases the Network Station Rate,
and if such decrease is part of a general rate revision on the NSC Television
Network, such decreased rate shall be used in computing the compensation cue
you provided N3C h3s given you at least ninety (SO) aays' written notice of its
intention so to decrease such rate.

In the event cf such decrease you may terminate this agreement as of the
effective cate of such decrease by giving NBC written notice within thirty (30)
days after the receipt of NBC's notice to you of such reduction; provided,
however, you shall not be entitled to terminate this agreement pursuant to this
provision if the general rate decrease is attributable to substantially adverse
increase(s) in the network's music performance rights payment.

5. From time to time NBC will offer to Station commercial positions within
network programs available for local sale. If Station sells any such positions, it
will pay NSC the cooperative program charges quoted Station in NBC's offer

cf the positions.

7. You shall not be obligated to continue to broadcast nor shall NBC be
coligateo to continue to furnish, subsequent to the termination of this
agreement, any programs which NSC may n3ve offered and which ycu may
have accepted during the term hereof.

3. Your broadcast of NBC Television Network programs hereurcer shall be
subject to the following terms and conditions:

(a) you will not without NBC's prior written authorization make any /_
deletions from cr additions to any program furnished to you hereunder, cr S-
proaacast any commercial or other announcements during any such program.





