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PROCEEDI NGS

M5. FLEM NG WLLIAMS: First 1'd like to
wel cone you, our roundtable participants and our
audi ence, to OCBO s Roundtabl e on Broadband and
New Media Strategies for Mnority Radio, a very
i nportant and critical topic for all of us. |
hope that our roundtable, that you've had an
opportunity to look at the agenda and the full
bios of all of the participants here as well as
sone of the questions that we will be addressing
this norning. 1|'ve been told that we have a very
aggressive agenda this norning. W're going to
try to get through the topics as efficiently as we
can.

We view this as an openi ng conversation
so we hope that this is just the beginning. W'l]I
be seeing you back here again or in our office
again to continue discussing these topics and very
| nportant issues and hopefully |l ead to sone
successful business strategi es and successf ul
busi ness nodel s.

In the interests of tinme I'"'mgoing to
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briefly introduce each of you around our square

here. Then we'll launch into very brief opening
remar ks and then we'll |aunch into our roundtable.
| will begin with ny guest co- noderator R ck

Wade. He is the Senior Adviser and Deputy Chief

of Staff of the Departnent of Commerce, and we're
very honored to have himwi th us here today. He
has had a | ong and di stingui shed career in public
service starting in various positions in the State
of South Carolina. He was a senior adviser in the
presi dential canpaign of President Barack Obans,
so wel cone.

Mario Arnmstrong | understand i s caught
intraffic and we hope that he will be able to
join us at sone point this norning. By way of
background, he is both a radio and TV host. He is
founder of a new social network called
TechTechBoom com and has a keen interest in
technol ogy and how we're able to use that to
advance not only our youth but to advance our
medi a.

We're happy that Geoffrey Bl ackwel |l was
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1 able to join us. He is the Director of Strategic
2 Rel ati ons and M nority Busi ness Devel opnent of

3 Chi ckasaw Nation |Industries Inc. As such his

4 responsibilities include the integration of

5 ener gi ng technol ogy, and he al so serves on the

6 Advi sory Counsel of Native Public Media, a project
7 of the National Federation of Community

8 Broadcasters. To himl| say welcone back. He is a
9 former FCC enpl oyee as well as a nenber of the
10 Comm ssion's Diversity Federal Advisory Committee
11 so he really needs no introduction to the FCC.
12 W have Eric Broyles. Eric is founder
13 and CEO of Megree Inc., a social networking
14 utility that's focusing on our connectedness
15 particularly wth respect to nonprofits and
16 humani tari an organi zations. H's was fornerly with
17 AOL and al so a tel econmuni cati ons attorney.

18 Wel cone, Eric.

19 W have next to Eric, Frank Flores. He
20 I s General Manager and Chief Operating Oficer of
21 Spani sh Broadcasting Systens. To you we say

22 bi envenidos. ©One of his duties is to oversee the
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1 revenue and profit of all of the Spanish

2 Broadcasting Systemis radio stations. In this

3 case he has a real bottomline interest in the

4 di scussion that will be taking place this norning.
5 Unfortunately Anita Stephens G aham has cone down
6 with the flu and won't be able to join us this

7 norni ng but has prom sed to provide her conments
8 in a witten statenent so that we have the benefit
9 of over 20 years' experience in the private equity
10 I ndustry and she's involved with a |ot of radio
11 transacti ons.

12 W have Zemira Jones. He is president

13 and CEO of the Al Anerican Managenent G oup, a

14 conpany whose mssion is the very thing that we
15 wi || be addressing today, transformng traditional
16 radio and its brand strength into a nultiplatform
17 busi ness strategy. He is also a veteran of the
18 broadcasting industry. He's served as a VP of

19 Operations with Radio One, so we wel conme you as
20 wel | and all of your expertise.

21 Switching nowto ny right we have Janes
22 Wnston who is the dean of African Anmerican radio.
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He is the Executive Director and General Counsel
of the National Association of Bl ack-Oaned
Broadcasters. He also serves on the Conmm ssion's
Federal Advisory Commttee and really has been
OCBO s go-to person whenever we've dealt with

| ssues involving radi o because of his know edge

and experience representing the owers and nenbers

of NABOB. Wl cone, and again no stranger to the
FCC.

Candi da Mobl ey-Wight is President of
Voi ces Inc., a radio production and syndi cati on
conpany with progranm ng which reaches a w de
syndi cate of radio stations. Her focus is on
creative ad strategies that educate, inspire and
uplift. Wl cone.

Frank Montero is currently co-nmanagi ng
partner of Fletcher Heald & H ldreth and again no
stranger to the Comm ssion. He is on the
Diversity FACA as well as being a fornmer Director
of OCBO and has participated nany tines in our
wor kshops and roundt abl es here at the Conmm ssi on.

Cl evel and Spears is Ceneral Manager and
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1 Program Director of i Miradio. He has an
I nnovative radio fornat that builds online radio

stations and produces nedia content for them and

A 0N

he is only accessible on the internet, so we
wel comre himback. He's also been a friend to OCBO
and participated on many of our panels before.

When it cones to radi o we thought about

sonething that the great witer and Anerican

© 00 N O O

hunori st Mark Twai n once said. Wen he heard a
10 report that he had recently died he said, "Runors

11 of ny dem se have been greatly exaggerated." W

12 hope it is the sane with radio. For a while radio
13 has been beaten, battered and brui sed over these
14 many years. It still stands and continues to

15 provide an inportant outlet for |ocal news,

16 entertai nnent and programm ng. Wat is clear

17 however is that digital and interactive

18 technol ogies, satellite radio, internet, iPods,
19 are changing the traditional business nodel and
20 rewiting the | andscape for all of conmmunications
21 and entertainnent.

22 Just to give you a little bit of the
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statistics, and I"'msure you can fill nme in here
as well, in 2006 radio advertising accounted for
$20.1 billion of total advertising revenue and

i nternet advertising accounted for $16.9 billion.

Just 1 year |ater however for the first time in
hi story, internet advertising surpassed radi o when
it clinbed to $21.7. 1In 2008 internet ad revenue
rose even higher. While this trend is continuing
and the gap in advertising dollars is wdening, it
| s expected that radio ads will still conmand
$22.2 to $22.8 billion in the years 2010 and 2011,
respectively. In spite of this shift in
advertising dollars, in 2008 90 percent of all
percent of all consuners aged 12 and over |isten
to radio at | east once a week, a higher
penetration rate than tel evision, nmagazi nes,
newspapers or the internet, so that's very
| nportant to keep in mnd.

Today radi o nust conpete with a nyriad
of communi cations platforns that did not exist a
nmere two decades ago. |If radiois to survive in

this new business climate, it must be Darw ni an.
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1 It has to adopt and it has to change. [It's clear
2 that what traditional radio enbodied in format,

3 service and outreach to the |listening audi ence of
4 the |l ast decade is not what radio is going to | ook
5 like in the future if it is to thrive. Radio's

6 uni que ability to respond to and remain rel evant

7 to the local community it serves may very well be
8 its secret to survival. As the fornmer Speaker of
9 the House Tip O Neill said, "All politics is
10 | ocal"™ and we say no format is better able to keep
11 its hands on the pulse of the community than | ocal
12 radio. So we find that today's successful radio
13 stations are enbracing the internet and hi gh-def
14 radio to stay connected with their |istening

15 audi ence. These stations have used the internet
16 to establish websites, newsletters, et cetera, and
17 ot her kinds of collaborations to maintain and

18 expand their audience. They have coordi nat ed

19 on-air advertising canpaigns with their online
20 advertising efforts.
21 We have assenbl ed today a di stingui shed
22 panel of experts fromvarious fields to tal k about
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1 the current state of radio just where we are

2 today, where radio is headed, where it should be

3 headed and now stations can position thenselves to
4 adopt sone of the successful practices that are

5 redefining this nmediumand create innovative

6 nodels to breathe new life into this industry.

7 Wth that |'"'mgoing to ask Rick to start
8 us off with just a little bit of diagnosis. Were
9 are we? What is the current state of radio?
10 Let's lay out the foundation.
11 MR. WADE: Let ne first say thank you as
12 well to Carolyn. | |look forward to being with you
13 this norning. | do want to enphasi ze as well the
14 | nportance of this conversation. At the
15 Depart nent of Conmmerce many of you nmay be aware

16 that the Departnent of Commerce along with the

17 Department of Agriculture's Rural Wility Service

18 are engaged now in the Cbama adm nistration's
19 effort to deploy broadband infrastructure and
20 | ncrease access across the country and we're in
21 that process as we speak. So we're very, very
22 interested in this topic not just froma
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conmuni cati ons perspective and our ability to have
br oadband t echnol ogy across Anerica but also from
a busi ness perspective and the ability to maintain
and sustain mnority radio as job creators and
thriving business across our country.

So we thought off wth an assessnent, a
sort of state of play of mnority radio in Anerica
and why is it in trouble, small local mnority
radi o. A nunber of issues obviously that we would
need to discuss whether it's consolidation,
obvi ously access to capital, collateralization,
conpetition fromnew nedia such as the internet,
et cetera. As Carolyn talked about, the shift in
advertising dollars, what is the extent of the
advertising revenue fromradio to the internet.
And also how long will we expect that trend to
continue and what is the significant inpact.

Jim let's start with you. | think you
have been obviously a pioneer and integral part
and | eader in this whole space. Wiy is snall
| ocal community radio in trouble and what is the

current state of play?
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1 MR. WNSTON: There obviously are many
2 different facets that are going on in |local radio.
3 What you saw for the past decade was a

4 consol i dation of nmedia ownership in radio and in

order to reduce costs for those consolidated
groups nmany group owners began doi ng syndi cated
programm ng to reduce costs which took away a | ot

of the |local news, information and talent from

© 00 N O O

| ocal radio. Then you have the current recession
10 whi ch has al so had a very significant inpact.

11 When retailers aren't selling they stop

12 advertising, when they stop advertising radio

13 suffers greatly because it depends nore than nost
14 ot her advertising nedia on local sales, so radio
15 has taken a hit there. W've got the unique

16 situation of the rating service. There's only one
17 rating service in the top 105 radi o nmarkets,

18 Arbitron. They are changing the way they neasure

19 radio in the top 50 markets. They've done 33

20 mar ket s al ready where they've gone fromdiary
21 nmeasurenents to the Personal People Meter which
22 has caused the ratings for mnority formatted
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1 radio stations in the top 33 markets anyway to

2 pl unge dramatically, so we've seen that inpact on
3 radio. There are a lot of different things

4 | npacting radio right now and the | oss of

5 advertising to the internet is a part of that. |
6 t hi nk when you | ook at all of those things

7 happening at the sane tine you see a radio

8 | ndustry that's under significant pressure and is
9 going to require sone new thinking in terns of how
10 we continue to go forward and are successful ?

11 MR WADE: Ohers in terns of the state
12 of play or diagnhosis?

13 M5. MOBLEY-WRIGHT: This is a

14 conversation that | have had wwth Jimin the past

15 and one that | spoke briefly wwth M. Reed and

16 others at the FCC. One of the big challenges as

17 an advertising agency that | see in working with
18 stations as they cry out for nore adverti sing
19 dollars, and this is in both radio and in mnority

20 print, one thing that | constantly bring up to
21 themis there are advertising dollars available in

22 the federal governnment. The federal governnent is
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1 one of the top 50 advertisers in our country and
2 in the year 2000 President Cinton signed an

3 executive order, and the reason this happened is
4 because as you'll renenber there was a gentl eman

who threatened to sue the federal governnent
because of a bill that was initiated during the
Ni xon adm nistration in which a certain percentage

of all the federal governnent advertising dollars

© 00 N O O

wer e supposed to be targeted to mnority nedia.

10 They did a study and they out of the $4 billion

11 t hat was spent, and | have sone quotes here, that
12 noney was from DOD, Treasury, HHS, Interior, the
13 Nat i onal Aeronautics and Space Admi nistration, |I'm
14 | ooking at $4 billion that over a 5-year period

15 DOD whi ch accounted for nore than 50 percent of

16 t hese advertising dollars spent |less than 2

17 percent of its advertising dollars to

18 m nority-owned broadcasters. So from ny

19 perspective because | do a lot of advertising in
20 t he governnent space, these are dollars that are

21 very difficult to get targeting mnority

22 communities and they have an inpact on the

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology

Page: 17

A 0N

© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22

ef fectiveness of those advertising canpai gns as
they affect mnority communities. So that's
sonething to | ook at when you're starting to talk
about broadband and broadband usage and how t he
mar ket i ng and communi cati on and outreach dollars
are going to be spent as they are used to educate
mnority comunities. So it solves two issues.
It's an educational issue as well as a mnority
medi a spend i ssue.

M5. FLEM NG W LLI AMS:  Frank, you | ook
| i ke you want to junp in here.

MR FLORES: |If | can chinme in, | agree
wi th what the speakers have been saying. Right
now t here are probably about three different
| ayers of novenent happening in and around the
radio industry all of which are changing the
dynam cs of where radio fits in and what its
conpetition is, and conbi ned they've made up at
| east over the past say 8 to 10 years or maybe 6
to 8 years this perfect stormfor particularly
mnority radio. You have nore recently obviously

t he econom ¢ downturn which has driven down
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1 val uations of these proprieties. It's hit the
2 advertising dollars hard because renenber, to take
3 one exanple, think of car deal erships and think of
4 how badly the car deal ershi ps have been hit, so
5 those advertising dollars are drying up. Wat |I'm
6 hearing frequently is the receivables are trailing
7 | onger and | onger. People used to pay in 15 days
8 are paying in 30 days, people who are paying in 30
9 days are paying in 60 days so that's then putting
10 pressure for these broadcasters under their
11 exi sting | oan covenants.
12 At the sane tinme you have conpletely
13 aside fromthe recession which | also should
14 mention that the recession has hit particularly
15 wWth the mnority audience and I know I can speak
16 for the Latino audience, it's hit their audience
17 very hard in the pocketbook. So at the sane tine
18 you have these broader tectonic plates noving wth
19 the entry of all these new vehicles for delivery
20 of content and there's a perception | think on the
21 part of the investnent comunity and | oan
22 community that radio is not worth it anynore, the
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1 capital was always difficult to begin with but now
it's gotten critical as far as the ability to

access capital for sone of these existing

A 0N

broadcasters to keep their operations going.

Then you have as Jim pointed out this
attack going on by service providers whether it's
t he Personal People Meter which has dramatically

changed the way a | ot of these stations' ratings

© 00 N O O

are being nonitored. You've got the record
10 I ndustry trying to i npose a performance royalty on

11 the radio stations. So they're kind of being hit

12 in all directions. But they do have several
13 things still going for them Radio as |long as
14 it's in the dashboard still holds a very, very
15 val uabl e place as far as being able to access

16 their listernership. Radio particularly with the

17 exanpl e of Spani sh radi o, many of those |isteners
18 still get their news content information fromfree
19 over-the-air radio. Radio tends to be a first

20 nover where you have a migrating population in the
21 | ate 1990s and early 2000s where you had an

22 explosion in the Latino population in the
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1 sout heast, in the Carolinas, in Georgia, in

2 Al abama, also in the Mdwest in Chio, in Mchigan,
3 and frequently radio was one of the first novers
4 to go into those new communities, frequently AM
5 radio. A lot of tinmes it's religious AMradio,

6 but they're sone of the first novers that are

7 there other than the print nedia to establish a

8 hub around which this newy | anded m grant

9 popul ati on can create a community to provide | ocal
10 i nformation and that's an inval uabl e service, but
11 it is under attack right now no doubt.
12 M5. FLEM NG W LLI AMS:  Zemra?
13 MR. JONES: | think Frank gave a great
14 overvi ew and Ji mand Candi da brought up sone very
15 | nportant points. |'ve just cone in fromthe
16 front. |'ve been running radio stations for over
17 20 years and been in business for 30 and |'ve run
18 j ust about every format in the south, all the
19 urbans, the news tal ks, the country, all the rock
20 formats, jazz, kids' radio, ESPN, so |'ve seen
21 what's happening to the business that | |ive.
22 What's not unique is that all businesses go
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1 through these life cycles and we have to renenber

2 that, the introduction, growh and maturity of the
3 client stages. Sone industries, sone conpanies,

4 find ways to reset the clock to a new val ue

5 proposition and that's what we have to do. So the
6 whol e idea that radio could die or is going away

7 just shows that maybe we don't understand that

8 business life cycles are a very real part of our

9 econony.

10 That being said, it is a regul ated

11 i ndustry and so the bottomline if nothing else is
12 remenbered fromwhat | say, the spectrumof radio
13 needs to be protected because we need that

14 spectrum protection for a | ot of key reasons.

15 One, with the Iove of high tech going on right

16 now, we forget that | ow tech has equal power and
17 so high tech and low tech work together to forma
18 very cohesive bond serving the community and the
19 econony. Frank touched on it but | really wanted
20 to echo what he was sayi ng.

21 Second, we have to renenber how we got
22 here. W got here because the business did very
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1 well. 1'll speak as a snmall nenber of the radio

2 comunity. [|'Il be tal king about nyself as well

3 as everyone else. W enjoyed a trenendous run

4 wth radio and it's a |legacy industry. Here is an
5 i ndustry that was kicking off 40 to 60 percent

6 margins for years and enjoying a very exclusive

7 right to serve the community and we want to

8 continue that right. But what we didn't do was we
9 didn't invest in the future of our nmedium The
10 mediumis ubiquitous. It is romantic in our
11 econony. People have fallen in love with it and

12 taken it for granted. Wat happened was that we

13 felt it wll always be there and because we were
14 ubi qui t ous, we are ubi quitous and, yes, we do

15 still have over 90 percent of our audience still
16 intact. Oher nedia can't say that. So we have
17 really served our community well in that regard.
18 But in the |ast business cycle in the 1990s we

19 were in that nmaturity to early decline stage and
20 one of the things that hel ped us was once

21 consol i dati on was al |l owed t hrough the tel ecom bill
22 it lulled us to sleep. What we started to do was
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1 continue that sane trajectory, we didn't invest in
2 the future, we becane ingratiated with the |egacy
3 of radio, in love wth our past strength and we

4 didn't plan for our future. W didn't invest in
5 it not only froma technol ogy standpoint but in a
6 human condition we did not retool our own people.
7 Ri ght now there are sea-| evel

8 executives, general managers, sal espeopl e,

9 pronoti ons people, people on the air who are
10 serving the community having ingratiated
11 t hensel ves to the marketpl ace but they don't have
12 the skills to conpete in today's market. W are
13 going to have to reset the clock. Wen | was

14 tal ki ng about noving to a new position in the

15 value chain, if you | ook at the stress fractures
16 i n our industry, we can do that but it's going to
17 take a yeoman's effort internally in the industry,
18 at the Comm ssion to protect the spectrum as wel |
19 as reinvesting the profits that are remaining
20 whi ch are not very nuch.
21 "Il say one |ast thing because you
22 rai sed an interesting point about revenue. Four
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1 years ago the advertising revenue for radi o was

2 about $20 to $21 billion. 1In 2009 nost of the

3 reports that |I've been getting and tracking, it's
4 closer to $13 billion; $13.3 billion was the | ast
5 nunber that | heard. That is a huge swing in a

6 4-year period. So you have stations having

7 doubl e-digit declines year over year, quarter by
8 quarter, 20 percent, 15 percent year-over-year

9 declines fromthe prior year. Yes, the covenants
10 of nost of these mmajor groups and snall operators
11 have crashed and burned. There has to be a nmjor
12 reset and it takes the financial comunity as well
13 as the reqgqulatory comunity and broadcast owners
14 t hensel ves.
15 MR. BROYLES: As a followon to Zemra's
16 coment, |'malso rem nded of another witty quote

17 by Mark Twain on death. It was a slight on ny

18 homet own, Cincinnati. He said, "Wien | die |I hope
19 it's in Cncinnati because | won't find out about
20 it for 20 years.” | think that that statenent, to
21 followon on Zemira's comment, how small | ocal

22 radi o broadcasters lived in G ncinnati when it
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cane to understandi ng nedi a consunption patterns
of individuals. Wen you |ook at the energing
technol ogies of the internet, wrel ess devices and
all sorts of technology, solely focusing on it as
conpetition there should have been a little nore
effort in terns of collaboration and | think that
i f you take a | ook back in history that that is
one of the big issues of why you see sone of these
smal |l and | ocal radio conpanies struggling nowis
that consuners had a major shift in the way they
received information, news, entertainnent, it was
a big shift and there was no requisite variety
bet ween how t he operators responded to what was
going on in the environnment. | think that you
touched on that with the product life-cycle
matters and that | think is one of the reasons.
"Il talk alittle bit nore as we get down about
how we t hought about those things 12 years ago at
ACL in terns of |ooking at how consuners received
I nformati on.

MR MONTERO | want to say one ot her

thing. | agree with al nost everything that
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1 everybody said about the radi o business up until

2 now. | think that the radio operators got fat and
3 |l azy. | think they were lulled into thinking that
4 It was never going to change, that it was al ways
5 going to be the sane even though they saw t hat

6 happened to the print industry wth the advent of
7 the internet with internet users being able to get
8 anything that's in print free online. W didn't

9 think that could happen to us and we were fat and
10 we were |azy and we weren't innovative enough.

11 Now | think it's tinme for us to snell

12 the coffee. The good thing about it is that radio

13 still remains a highly, extrenely viable source of
14 musi c, news and information. Frank tal ked about
15 Hi spanic radio stations because that's the

16 business that I'min. | can tell you that it's a
17 good busi ness for us because in the eve of the

18 2010 census and we believe when the dust clears on
19 that you're going to see even a greater percentage
20 of Hispanics living in the U S. nmainland and

21 you're going to see that the marketing power that
22 we have is virtually still untapped.
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1 Unfortunately, when budgets are crunched, the

2 first ones to go are black and Hi spanic radio

3 stations. That hasn't changed. The first ones to
4 go in an econony is the business that we're in.

5 W're the first ones to feel it.

6 That dopy novie that was nade, that

7 Austin Powers novie where he clained he lost his
8 nojo, | think we lost our nojo. W lost the

9 sexi ness of what the radio stations are all about.
10 Now we find ourselves backpedaling and

11 counterpunching and it's a shane because we're

12 still as you nentioned before well over 90-percent
13 penetration in all hones. You can't get into a
14 car without putting on the radio. |In H spanic

15 communities we are still the primary source of

16 news and information and | anguage. So we're not
17 goi ng away anytinme soon. W just need to | ook at
18 t he nodel and say we've got to do it alittle bit

19 differently.

20 M5. FLEM NG W LLI AMS: W' ve heard the
21 contributing factors of variety, we've heard
22 consolidation of the industry, we've heard about
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1 t he advertising dollars maybe not being aware of
the sone of the sources of advertising revenue,

the life cycle, the loss of npjo, so there are a

A 0N

variety of contributing factors. The tel ecom act
of 1996 shoul d have been a warning bell, a wakeup
call that was perhaps mssed by a ot of folks so
that we've laid the foundati on.

| wanted to ask Geoffrey if there are
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any differences. You're dealing with sovereign
10 nati ons when you talk about Native Anerican radio.

11 What is their status? Have they been affected to

12 the sane extent by sone of the contributing
13 factors that have already been |aid out?
14 MR. BLACKWELL: Thank you. First | want

15 to say thank you, Carolyn, M. Wade and M. Reed
16 for inviting ne to participate. | amhere on
17 behal f of Loris Ann Taylor, the Executive D rector

18 of Native Public Media. Unfortunately, record

19 rain and record snowfall in northern Arizona

20 conspired against her ability to be able to be

21 here. | really appreciate your question because
22 to continue with this, I"'mpinch-hitting for Loris
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1 and | think to continue that anal ogy, there are

2 sone curveballs being thrown around the table to

3 our experience that are a little both difficult to
4 relate to and very recogni zable at the sanme tine.
5 When you asked the question about why is
6 it in trouble, in Indian country we think when has
7 there been a tine when we haven't been in trouble?
8 Native communities wth few exceptions are

9 cyclically inpoverished, renote, economcally
10 di stressed, | ow denographic communities that have
11 significant geopolitical challenges and not | ust
12 terrain chall enges when you're tal ki ng about
13 depl oynent of communications. Certainly M.
14 Wnston, M. Mntero and M. Jones, we can relate

15 directly to the things that you' re tal king about

16 in ternms of the changing field, changing

17 tectonics, the kinds of things that changes at a
18 national |evel have significant ripple effects in
19 renote Anerica.

20 Certainly I think one way to try to

21 relate here is sonething that you led ne to,

22 Carolyn, with your question. Native broadcasters
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1 are community broadcasters. Native Public Media
2 is a project of the National Federation of

3 Communi ty Broadcasters and there is a significant
4 reason for that. There are very few commercia

5 stations, with all that having been said about the
6 chal | enges of the econony in Indian country, the
7 34 stations that are nmenbers of Native Public

8 Media are all community licenses. They are

9 institutions of tribal governnents, of tri bal
10 communities, of Native Nations. They are anchor
11 institutions. Yes, there are challenges, there
12 are troubles, but when it cones to terrestri al
13 radio on tribal |ands, there is a bright future.

14 Maybe it's as sinple as it's good to be the only

15 game in town when there are few ganes in town. |
16 said there are 34 stations. Wen the Conm ssion
17 opened its FM nonconmerci al educational |icense

18 wi ndow i n 2007, there were about 50 applications
19 fromtribal nations doubling the network

20 potentially in Indian country and nmany of those

21 construction permts have already been granted.

22 We certainly have the sane chall enges in
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ternms of sonething that Frank said in terns of
accounts recei vabl e deadlines. They're certainly
getting | onger whether your revenue is ad revenue
or whether it conmes froma comunity. But it's a
time | think when with sone of the commonalities I
want to reach out to ny coll eagues here and say
wel cone to Indian country. Wl cone to the
chal l enges of getting assets to be able to devel op
an econony. That having been said, Native
broadcasters also | wll continue in the tinme we
have to try to relate directly to our discussion
here because these are institutions of
governnents, these are institutions. W cannot
have a step backward. W can't afford a step
backward i n an environnment where we have a 5 to 8
percent broadband penetration rate. It will be
terrestrial radio stations that will help be the
drivers of that new technol ogy, new nedia, nedia
2.0. So sone of these problens, it would have
been wonderful to have been ahead of, but others |
think there's sone commonality here that's being

experienced by the Native Nations and their
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1 broadcasters as well. Thank you.

2 M5. FLEM NG W LLI AMS: Thank you. |'d
3 like to welconme Mario Arnstrong. He's nade it

4 through the traffic hurdles. As a rem nder, he's

both a radio and TV host, a founder of a nunber of
organi zations and very keenly interested and aware
of the technology and where we are and where we're

headed. He's the co-founder of a soci al
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networking utility, TechTechBoom | just |ike

10 saying that. Wlcone. W were just |aying the

11 foundati on and tal king about the current status
12 and | think we've thrown out a |lot of the

13 contributing factors that have led to the current
14 state of radio. The purpose of this session is
15 not to tal k about the problens because there are
16 many. We want to recognize, and | think a few of
17 you al so touched on the fact, even with all of the
18 odds, radio is still here. So we're noving on to
19 t he segnent of questions to tal k about how radio
20 still rises even today.

21 | think sone key exanples fromrecent
22 times is the current national initiative for
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1 Census 2010. | hear PSAs. | think there probably
2 could be nore of themin terns of their ad revenue
3 for that initiative. But who else can read the

4 | ocal community, those fol ks who woul d ot herw se

5 not participate at all, except local radio? 1've

6 heard PSAs, |'ve heard rap songs, et cetera.

7 There's nobody who could do that for us but us.

8 Anot her exanpl e taken fromthe recent

9 tragedy in Haiti where there is a small radio

10 station in New York, Radio Soleil. 1've never

11 heard of Radio Soleil. There were the only radio
12 station or one of the only radio stations

13 br oadcasti ng throughout the earthquake and
14 thereafter. | understand people were |ined up

15 around the block trying to get in to get

16 i nformati on about their loves ones in Haiti.

17 Those are just two exanples of the many, nmany

18 exanpl es of why radi o nust continue and why it's
19 still relevant.

20 | think we want to explore how can radio
21 capitalize on sone of these unique abilities and
22 make the case that they nerit investnent. Maybe
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1 they need to tal k about innovative busi ness nodel s
and strategies, but radio has sonething unique to

offer. How can that case be strongly nmade?

A 0N

M5. MOBLEY-WRIGHT: 1'l1l speak up
because our conpany is a beneficiary of Census
2010. W are placing the local spot radio and TV
as a subcontractor to d obal Hue and one of the

benefits of the limted dollars that are being
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spent in mnority radio, we're doing black

10 outreach which includes African Aneri can,

11 Cari bbean and Haitian comunities, is the ability
12 to cross-pronote on a local level. So you have

13 your broadcast, whatever your spot, PSAs, and your

14 i nterviews, but then you have the local renotes so
15 that you can press even deeper into those

16 comunities with |ocal renotes, pronotions being
17 done. So that creates a whole nother |ocal of

18 synergy of education and notivation that will cone

19 out of those kinds of canpaigns. That's what
20 radio offers. You' re doing what we call
21 grassroots ad well as tree top outreach which is

22 the kind of canpaigning that you'll need to get
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1 people notivated to fill out their census forns,

2 so that's a primary exanpl e.

3 M5. FLEM NG W LLIAMS: 1Is there a weight
4 or val ue when you go in for financing given to

5 t hat aspect of |ocal radio?

6 MR, JONES: Not really. [|f anyone knows
7 of soneone, |I'I|l |eave ny card.

8 M5. FLEM NG W LLI AM5:  There's goodw | | .
9 MR, FLORES: Can | just say sonethi ng?
10 The census brings about a kind of special set of
11 circunstances and |'mgoing to explain it to you.
12 As the person who fronts SBS radi o stations across
13 the country, | net wwth dobalHue and | net with

14 Dai sy Esposito who is the Spanish end of the

15 advertising agency that's responsible for placing
16 sone of the |ocal dollars in our markets. | said
17 to them | amgoing to do sonething over and above.

18 Why? Because | think it is incredibly inportant

19 for us to get the right read on this. | think

20 it's critically inportant for us to nake sure that
21 our listeners are opening their doors for the

22 census takers, because as you know, there are so
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1 many of us who cone from so many different

2 countries, they don't trust the governnent. So we
3 have a problemw th that, and that becones our

4 probl em because if you' ve got undocunent ed

5 i ndi viduals who are still buying products and

6 services, who are still spending a crapl oad of

7 noney in the econony, but you' re not getting

8 credit for it, we're not getting credit for it so
9 that marketplace is at a |loss there.

10 | nmet with themand said we will go over
11 and above what we would do for any client, but the
12 proviso is don't expect this for your car

13 conpani es or MDonald's. Don't cone back and tell

14 me you did this canpaign for this one. This is

15 different. It is our chance to really nake a
16 difference, and if we can nmake a difference
17 denographically to show truly what our audience is

18 all about, truly howbig it is, you know what,

19 that can only nean nore noney to the narketpl ace.
20 MR. MONTERO | agree. On the census
21 point, Frank tell ne if you agree wwth this, but

22 it is coommonly believed that the 1990 census was a
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1 wat er shed nonent for investnent into the H spanic
2 mar ket, especially the nedia market, because in
3 the 1980s when nobody really paid attention to

4 Hi spanic nedia, Univision was a snmall sl eepy

5 conpany being run by Hall mark, and suddenly when
6 the 1990 census cane out it was the first tine

7 that it was predicted that by the turn of the

8 century the H spanic market would be the | argest
9 ethnic mnority in the country. |It's not a
10 coi nci dence that the anmount of capital that
11 started flowng into Hispanic nedia in the early

12 1990s in the wake of the 1990 census shot up
13 dramatically, SBS I PO, Univision | PO, Heftel

14 Broadcasting IPO. It just exploded during that

15 peri od.

16 Havi ng said that, will the upcom ng

17 census drive a dramatic change in investnent in

18 H spanic nedia or African American nedia? | don't
19 know. Do you know where you could see it? Keep
20 you eye on South Asian nedia. You're seeing real
21 fast gromh as radio stations are going to in band
22 on channel terrestrial digital. You' re seeing
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1 sonme of those digital channels and they're being
2 brokered by Pakistani formats, Indian formats,

3 East Asian formats. [In New York Gty you're

4 seeing real big growh in Russian formats. |If the
5 census were to show dramatic increases in those

6 denographi cs then you could certainly see a

7 situation where the census drives interest and

8 I nvestnent in markets that perhaps the investnent
9 comunity didn't have their eye on just |ike they
10 didn't really have their eye on the Hi spanic

11 community in the 1980s.

12 MR. BLACKWELL: Carolyn, | think one of
13 the strengths of mnority radi o regardl ess of

14 whi ch sector of the mnority conmunity we're

15 tal king about is that it is largely cultural.

16 We're tal king about cultural programm ng and

17 cultural broadcasting. That is certainly one of
18 the strengths of Native radio is that it it's

19 cultural preservation, it's cultural exercise.

20 The 565 tribal Native nations in the United

21 States, each one has its own unique history and
22 | anguage and tradition and of the 34 nations that
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1 have stations, it's not just an exercise | ooking
2 backwards, but it's an exercise |ooking forward
3 taki ng these new technol ogi cal nedi uns and

4 utilizing themin a way to create new cul tural

5 practices and new cul tural experiences.

6 I n advocating for ourselves in this

7 pl ace and in other places where we're |ooking to
8 coll ateralize our assets, that is one of our

9 greatest assets is that we speak with an authentic
10 voice to our comunities. That is not to be

11 under est i mat ed.

12 MR WADE: |'mvery curious about this.
13 This is fascinating to hear the dial ogue around
14 t he census obviously which is a Commerce effort

15 that we are engaged in right now [|'malso

16 i nterested, and perhaps Mario can contri bute here,
17 I s there anything generational that we can | earn
18 fromin terns of the use of online strategi es?

19 During the previous presidential canpaign | think

20 we | earned a ot in having been a part of a nunber
21 of those conversations on how we use online
22 strategi es, how we engage Generation Xers and
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1 ot hers and how does that add value in our efforts
2 to sustain radio as a business and have we nade

3 that transition and shift to what is quite frankly
4 sonething we can't avoid? |'mcurious about your

t houghts in that regard?
MR. ARMGTRONG. First of all, thank you
so nmuch for having ne here today and contri buting

to this awesone panel of brain and intellect power
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that you have here. As it relates to your point,
10 you' re absolutely right. Wen | go out and speak

11 to the youth of today about technology and this is

12 across the country and in sone places Europe or

13 Switzerland and Korea, just to give you a sense of
14 what's going on, I'mpulling up a streamright now
15 live froma radio station right fromny i Phone.

16 This is an i Phone application and it's going to go
17 into the programm ng that's on the air right now
18 in just a second here. M point is these are the
19 devi ces that the generation is carrying, these

20 devi ces and others, and what we are seeing is that

21 by 2013 the access to the internet is going to be

22 dom nat ed by these handhel d devi ces and not by
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1 desktop conputers. So that neans we have an

2 opportunity because we can access the content

3 anyti me, anywhere.

4 So that opens up a whol e other

5 opportunity that | think has really been

6 overl ooked for quite sone tine and it's tine that
7 we pay attention to what tools people are

8 utilizing and where they're utilizing these tools
9 to get access to the content that they're | ooking
10 for. One thing that I'mnot really seeing because
11 many of the youth today are | ooking for these
12 types of progranms that could be nore geared toward
13 them on these devices that offer themall types of
14 opportunities, to share the content, to nove it
15 fromone place to another, to be able to save it
16 and be listen to it later, to favorite it and
17 share it to a friend, all types of transactions
18 can take place on these devices when you're
19 acquiring the content. But what |'mnot really
20 seeing to a large degree is the nobile application
21 devel opnent of a lot of |local and mnority- owned
22 radi o stations. In other words, devel opi ng
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1 applications for these nobile devices. This is a
total revenue stream opportunity, nunber one.

Nunmber two, it's an enpowering marketing vehicle

A 0N

for how you can reach these audi ences. So you

t ake those conbi nati ons, and nunber three, the
anal ytics that you can derive from what people do
on these devices, what they're clicking on, how

|l ong are they on it, what calls to action do they
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engage with, all of these things are very, very
10 power ful analytics that | would throw up agai nst
11 PPM any day to chall enge whet her those anal ytics
12 can provide better than what Arbitron and ot hers

13 are putting out there.

14 When you see these statistics that |'m
15 not maki ng up, when you clearly see nore and nore
16 peopl e carrying these devices, what | hear from
17 people that are telling nme they're listening to a
18 programfromtheir favorite station back in

19 Baltinore but they nowlive in California, that's
20 i ncredi ble so that they can still remain in tuned

21 to what's happening locally to the areas that they

22 care about the nost. So | think the internet
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1 obviously is really what is the groundwork and

2 br oadband connectivity and adoption is clearly the
3 | ssue that we need to get to. One of the things

4 that we've noticed if you | ook at Pew i nternet

5 research and ot hers, Hi spanics and African

6 Aneri cans consune nore nedi a on handhel d devi ces

7 than any other ethnicity. That is an amazing

8 statistic that we cannot ignore and |I'm frankly

9 tried of us being consuners of it and not creators
10 of it and I think the opportunity nowis for us to
11 | ook at creation to benefit. | think of i M4 Radio
12 and others that are in that space and | want to
13 see nobil e devel opnent in that space.
14 MR. BROYLES: To followup on what Mario
15 said, here is a specific exanple of how when you
16 | ook at again the changi ng nedi a consunpti on
17 patterns and its inpact on radio, one of the thins
18 that the internet allows is it allows people to
19 get information and entertainnent in the |ong
20 tail. So you can get to a level of granularity
21 Wi th respect to entertai nnent and news that's
22 | npossi ble via radio or television broadcast or
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1 any ot her just because you don't have the

2 capacity. For exanple, it's one thing to say |

3 | i ke karate. It's another thing to say | want to
4 wat ch Mbo Duk Kwan, Tai Kwan Do, Tang Soo Do so

5 that the internet allows people to really target
6 very, very pointed areas. An opportunity exists
7 for radio. Radio is going to always relevant and
8 particularly to | ocal content and that's an

9 | nportant piece. Wat radio operators can do is
10 drive sonme of this nore granular content onto
11 their broadband platfornms, their nobile

12 applications if they devel op those which could be
13 done, or websites. That's just one sinple

14 exanpl e. You see that now where WIOP will say if

15 you want to hear about this news go to our

16 website. On their online presence or their new
17 media platforns they're enpowered to just dig down
18 deeper and nore specific to where consuners want

19 to get information and that's why Twitter and

20 Facebook and these other social networking
21 platforns, they get people very granul ar
22 i nformation that you can't get through nmass nedi a
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1 progranmm ng.

2 MR. FLORES: | also think that we're

3 closer to it than other nedia have been in terns

4 of closer to | ooking at these things as

5 opportunities. In today's "New York Tinmes" they

6 were tal king about the Apple Tablet and in the

7 | ead article it says, "Apple Tablet: Print Media's
8 Hope for a Payday." Print nedia, you want to talk
9 about an industry that's taken it in the shorts in
10 the last few years, print nedia has really been

11 alnost laid to rest. They're hoping that this new

12 devi ce which Apple is going to be pitching the

13 living crap out of is going to be another entrée
14 for themto get that m ssing audi ence that they
15 | ost by being able to charge for content. What
16 Eric says is that we're still |ocal content

17 providers. W need to bridge that gap between
18 what ' s happeni ng especially in the younger

19 generation. The younger generation doesn't | ook
20 at radio as a viable tool. They think about it,
21 they mght listen to it, but they'll never admt

22 they're listening to it.
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1 M5. MOBLEY-WRIGHT: It's not cool

2 anynor e.

3 MR. FLORES: It is not cool. There was
4 an article last week, | think it was in the

5 "Times" again, and they were tal king about the

6 Kai ser Foundation study. They were tal king about
7 they did a study from8- to 18-year- olds. Sone
8 I ncredi ble things were tal ked about in this study.
9 Seventy-six percent of 8- to 18-year-olds have an
10 | Pod or an MP3 that they |listen to about 2-1/2

11 hours a day. The reason why |'msaying this is
12 when they were tal ki ng about how el ectronically
13 connected they are to all of these different

14 devices to get nusic, information, what have you,
15 radio wasn't nentioned in this article at all.

16 Radi o was not nentioned once, and | went over it
17 four or five different tinmes. Now | find out when

18 you get into it alittle bit nore that the 2-1/2

19 hours of nmusic listening that they're |istening
20 to, 32 mnutes is radio. That was buried sone
21 place but it wasn't in the original article. That
22 Is a coomentary on where we're at. We're just not
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1 that especially that 8- to 12-year-old, the 8- to

2 15-year- old, and we've got to get back there.

3 MR. MONTERO  There is definitely a

4 perception of a problemwith radio and it's funny
5 because it's not cool to listen to radio that you
6 hear on the part of teenagers and preteens is very
7 much |i ke what you're hearing from banks and hedge
8 funds and investnent conpanies. They're in

9 | ockstep. Radio is not cool anynore. The funny
10 thing is, and this cane up | ast year when | was at
11 the BI A Financial forecast and | did an infornmal
12 poll with ny daughters. |[|'ve got a 14-year-old

13 and |'ve got an 1l-year-old so they're right in
14 the sweet spot. | noticed that when they're

15 sitting in ny car that the first thing they say
16 is, Dad, get that old fogy nmusic off. | want to

17 hear in the case of ny 14-year-old Hot 99.5. So

18 |"'msitting there and |'mthinking to nyself this
19 Is the sanme 14-year-old who says that radio is

20 really not cool, but yet she knows the frequency,
21 she knows the format, and then when | talk to her
22 alittle later and she's listening to the songs on
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1 her iPod, | went up to her and | said, Anita, |I'm
2 just curious. Wen you downl oad a song off the

3 | Pod, how do you know which song to downl oad?

4 Whi ch ones do you get? How do you find out about
5 it? She says, a couple of ways. Stuff ny friends
6 |isten to, but nostly | hear it on the radio.

7 M5. FLEM NG WLLIAMS: It's got to be

8 sonet hi ng cool .

9 MR. MONTERO But here's the thing.

10 Unl ess she's sitting in the car and she's not

11 driving yet, she's not listening to the radio. So
12 your point to having the applications so that this
13 content can get to the devices that they are

14 plugged into is critically inportant.

15 M5. FLEM NG W LLIAMS: | want to

16 foll owup that point about the cool ness, what is
17 nore cool than nore listening to the radi o over

18 the internet? What is nore cool than i M4 radi 0?
19 MR. SPEARS: | Mdradi o Broadcasti ng

20 Network is a direct result of what Mario was

21 tal king about. The problemis content. They want
22 nore content. They're tired of the sane five
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1 songs. Most people are tired of the sane five

2 songs every 19 mnutes. That's the problem

3 Peopl e are | ooking for sonething different. |I'm
4 fairly newto the industry. 1|'ve been on -- radio
5 for 10 years and i Miradi o was created 7 years ago
6 out of the need that people wanted different

7 content. W're totally online. W're not an FM
8 station and we're not a terrestrial station at

9 all. W're not a satellite station. W're

10 online, and just like Mario said you can access
11 online. There was a teenager who created the
12 Fstream app or the i Phones so people can tune in
13 and listen through their phones, so that's where
14 it is and that's where we are. W're working with
15 the census to reach people through their phones
16 because unli ke a radi o, you go everywhere with
17 your phone, to the bathroomw th the phone. Your
18 phone is everywhere with you and that's where we
19 are right now W have to neet people where they
20 are and that's the phone.
21 MR. JONES: These are excellent points
22 but I want to make sure that we don't get caught
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up in the nonent and forget the | esson that we
didn't get the last tine. Radio is constantly
bei ng tal ked about as a technology and there is
technology built into the business, but it is not
the technology. This is one of the distinctions I
think that has allowed to m ss opportunities.
Radi o has al ways been a human condition. |It's
al ways been about the people behind the m crophone
and not just the mcrophone. An earlier question
was what's uni que about radi o and urban and
H spanic radi o? The credibility of radio has nuch
| ess to do with the nusic that's being played, and
has everything to do with the personality behind
t hat m crophone. They have developed a trust with
the community. That's why it works. That trust
is transformative and it can be reenployed into
any platformand extended into any platform and
that's one of the unique powers that we still have
as an opportunity.

When one of Frank's personalities gets
on the air and say sonething, anything that goes

on right after or just before what he says or she
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1 says i s much nore powerful to that audi ence than
2 it is when it's sent out electronically on a

3 platform W are right now as a country enanored
4 by technology. W're drunk with it. It causes us
5 to m ss the deeper value and deeper truth. Wen
6 radio started out as a nediumin the 1920s it was
7 really about the personalities and it conti nued

8 that way. W're really a human search engine if

9 you think about it. [|f you think about the power
10 of what our nediumis, there are hundreds of
11 t housands of records out there and sone
12 personality, sone programmer decides these 40 w ||

13 be a hit and they end up being a hit. Wat's up

14 with that? What happens is the credibility of the

15 humans behind it and their band presence that

16 makes radi o uni que, nmakes it super |ocal, and

17 that's what we can export to other nedia. Yes, |
18 believe what Mario is saying is absolutely true.
19 For exanple, as for the African American audi ence,
20 over 56 percent of them are under the age of 35

21 and 30 percent are under the age of 18. They have

22 | ong since gone away fromthe old transistor to
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1 the new transistor that Mario just showed us.
2 That is the transistor radio of today and

3 tonorrow. This com ng year there will be $560
4 mllion spent just in nobile advertising and

that's going to grow exponentially.
MR. WADE: | know we're going to take a
break in just a few mnutes, but froma pure

busi ness nodel and if we're tal ki ng about how do
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we sustain radio stations today and in the future,

10 this type of hybrid operation, online paired with

11 current traditional radio, is that where investors
12 want you to go and the advertising dollars are

13 currently? Frank you tal ked about this earlier,
14 isn't this shift absolutely necessary if you are
15 to sustain yourselves financially froma purely
16 busi ness nodel, isn't that what the adverti sing
17 and ot her investors want?

18 MR. FLORES: Rick, if you're talking to
19 a captive audience which | really do believe that
20 urban and Hi spani c broadcasters are talking to, it
21 Is inperative that you enbrace the new technol ogy,
22 you bundle it up, you find sone great synergistic
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1 connections to it and then you sell it back to
t hem because you're selling back to a nmarketer or

an advertiser who knows |ittle about your audi ence

A 0N

because they're | ooking at you as the expert in
that. So why not do all of that? That's what
we're trying to do. W're trying to bundle up TV,
radio, internet, bring it all to an advertise and

say you want entrée into this narketplace which
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you don't understand and you don't speak their
10 | anguage and you don't understand the culture, you

11 don't need to. W're going to be the bridge to

12 that and we're going to show you howto do it and
13 we're going to do this cross-platformKkind of

14 service for you so that you can really appreciate
15 t he dynam cs of that marketplace and get

16 everything that you need to get out of it so that

17 you do need to go that way.

18 MR. WNSTON: May | throw out a
19 guestion? Qoviously this a trend that's been
20 devel opi ng over several years and we discuss this

21 at NABOB conferences quite frequently. Wat |

22 hear from ny nenbers because we bring in experts
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1 to tal k about internet platforns for radi o, and
2 what | hear fromny nenbers again and again is

3 that the revenues are not tracking the needed

4 | nvestnent so that the problemyou have is that

5 when you start investing in higher-technol ogy

6 activities for your radio station, you can't

7 justify it on a revenue basis. | was interested
8 in hearing fromFrank and Zem ra who have been on
9 the frontlines there that the |arge part of the
10 reluctance of radio to enbrace these new

11 technol ogies is not because they don't see them
12 devel opi ng and don't understand that they are
13 there, but the problemis they can't convert that
14 into revenue sufficient to cover those new
15 | nvest nents and t hose ongoi ng operating costs of
16 havi ng skilled people on staff to operate these
17 hi gher-tech functions. |1'd like to get sone
18 response fromthe guys on the frontline about
19 t hat .
20 M5. FLEM NG W LLI AMS:  Just let ne say
21 that we are being streaned and one of the
22 guestions com ng across was who's going to pay for
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1 t he investnent.

2 MR. BLACKWELL: To answer your question
3 fromthe Native perspective, if we don't, nobody
4 else wll, and that goes to the point of who's

5 going to pay for it. W are not drunk wth

6 technology in Indian country. The 1990 census was
7 a wat ershed for Indian country because it

8 denonstrated such an extreme need for

9 communi cations. It illustrated |ess than a
10 50- percent tel ephone penetration rate in Indian
11 country. That rose to just under 70 percent in
12 t he 2000 decenni al census. And we have a

13 br oadband penetration rate to run the kinds of

14 applications and nobil e devices we're tal king

15 about that's estimated around 5 to 8 percent.

16 That cones from di scussi ons anong tribal | eaders
17 fromacross the United States. So we have an

18 envi ronnent where we're trying to build and

19 sustain these Native radio stations that are still
20 very rel evant because they are one of the few
21 ganes in town. They do increasingly play a public
22 saf ety and honel and security type of role as well.
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1 But trying to engage a new generation that is nost
2 definitely adaptive, we're sone of the nost highly
3 adaptive societies in the history of the world in
4 | ndi an country. W have al ways used the best of

5 what we've | earned from our nei ghbors and ot hers,
6 and that certainly includes nodern technol ogies

7 and communi cati ons technol ogi es.

8 It is also still an environnment that is
9 so strong culturally that it is a place where word
10 of mouth can still be very reliable, where the
11 not her network is still sonme place where you can
12 really learn what's going on. | agree with M.
13 Spears when he says it's all about individualism
14 it's about the ability to find and nake what is
15 ot herwi se bei ng broadcasti ng chosen for you,
16 making it relevant to yourselves. On tribal |ands
17 in order to be able to do that, we have to find
18 busi ness nodels that are sustainable and in |Indian
19 country sustai nabl e does not al ways nean
20 profitable. That is why so many tri bal
21 gover nnments t hensel ves have becone their own
22 carriers of last resort, their own providers,
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1 their own broadcasters. Nobody else wll do it

2 for them

3 There's anot her significant reason why
4 we have to engage with new pl atforns,

5 | nt ernet -based platforns, that reservations and

6 tribal |ands have not always been the easi est

7 places to live, the best place to find a job, the
8 best place to educate children or raise your

9 famly and we have significant urban and suburban
10 native popul ations. Just as M. Arnstrong was

11 saying, how do | stay in touch with ny peopl e back
12 in Baltinore? |It's the sanme exact question for
13 tri bal people, how do we stay back in touch with

14 fol ks who are at Rocky Boy out on Navaj o or where

15 ny famly is fromin Okl ahoma or Nebraska? | |ook
16 forward to the tine where we're going to talk
17 about busi ness nodel s because we've done sone

18 st udi es. Nati ve Public Media and the New Anerica

19 Foundati on has done a study that has proven sone
20 fundanental truths that apply in this environnment
21 but 1'lIl wait until that tine.

22 M5. FLEM NG WLLIAMS: 1'd |like to get
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1 any nore thoughts on who's going to pay and then

2 we're going to take a break.

3 MR JONES: Gowth is what the investors
4 are looking for. They want to be sure that they

can get three tinmes plus out of it whether they're
a debt or an equity player and radi o hasn't been
able to in the current nodel to denonstrate that.

Radi o has obvi ously been going in the other
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direction. But there's a reset opportunity and

10 enbedded in the noise, one of the things that

11 we're seeing is that we've gone in the 1970s from
12 | woul d say broadcasting to target nmarketing to
13 ni che marketing to one- to-one nmarketing to now
14 it's nanomarketing. There was a new M T study

15 that just canme out that was saying how this

16 nanomar keti ng and advertising is starting to show
17 di m ni shing returns on profitability to the

18 advertisers. |It's already starting that we have

19 gotten to mnute in our targeting that the RO is
20 not as lucrative as it was just 18 nonths.
21 W also see | think a big truth comng in

22 that says hope for radio and that's in Twtter. W
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all can get information on the internet ourselves.
Just about anything we ca want we can find
ourselves. W don't need anyone el se anynore
t hanks to Google and others. But if | want to
follow you, Rick, there are thousands of people who
woul d like to follow you and do what you say j ust
because you put it out there because credibility is
much nore inportant just access to information and
that's why radi o has always had a real power. So
usi ng technol ogy to export that not only in
traditional over the air but conbine that with new
technol ogy online as Mario was tal king about is a
great conbination. That tension is com ng back.
That's why you're seeing people follow ng people
and not just going out using technol ogy for
I nformation and using that to nonetize and
swtching to new nodels that I'msure we'll talk
about will give radio an opportunity for a
renai ssance.

MR, FLORES: | think we've cone around
full circle. W started by tal king about the

problens that mnority and | ocal radio stations

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 60

A 0N

© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22

have when we tal ked and the tough econony, we

tal ked about the rating services and how t hey' ve
affected us. Now we get down to the nitty- gritty
in terns of how do we expand our business, how do
we stay viable in the face of all of this new
technology. I'mnot fromthe south unless you
call the South Bronx the south, but they have a
saying that says it's hard to think about draining
the swanp when you're up to your ass in
alligators, so nost of us are up to our asses in
alligators. W're trying to see what it is that
we could do to survive year to year while stil
trying to expand our business, while still trying
to say we want to be viable and profitable in the
year 2015, so how do we get there? Ri ght now on
this present course, the way the ol d nodel was
isn't going to work.

MR. SPEARS: | think what has to happen
is that people really have to pay attention to
like M. Wnston said what's out there? Wo's
doing this new style of radio? People, the

gat ekeepers, the powers that be, have to listen to

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 61

A 0N

© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22

new i deas. You have a broadcasting network, you
have i ndi viduals such as Mario who's working with
yout h. They know exactly what's going on. W
have our finger on the pulse. The station has
been around for 7 years. Like | said, we don't do
any terrestrial streamng. W're totally online.
We have 106,000 |isteners on a budget of |ess than
$10, 000 per nonth for 6 years. It's tine for
people to pay attention to what's al ready here.
It's here. W're doing it. Mario is doing it.
Peopl e have to pay attention.

MR. ARMSTRONG |1'd |ike to piggyback
off of what Cleveland is saying, and just so it's
clear, | live in so many different areas of
content generation. Just to give you a quick
under st andi ng, |'m weekly on CNN delivering
content for them I'mon satellite radio
delivering content for them |I'mon NPR, Public
Radi o which is not comercial radio as we know,
then I"'mon KOS with Russ Parr, |I'mon Tom
Joyner, then we're on the internet, and then |'m

doi ng podcasting. M/ point wth saying all of
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this is that | get to see so nmany different nodels
and so many different uses and adoption and
techniques that it's interesting that | can't
foresee how radio can survive if it does not go to
a hybrid nodel. When you ask the question who
needs to pay, there's a lot of confusion. You' ve
just heard sone stats and figures from soneone
who's doing it. There is a lot of confusion and
m sperception as to what it costs to nake these
types of things take place and | think we get so
focused on how nuch noney is it going to take. |
understand the issue that we need to generate
revenue, but at what point do you reinvest in
yourself to say we need to change? No one else is
going to do it for us. There are grant
opportunities that these stations don't go after
because they haven't really | ooked at that
particul ar nodel. But when you | ook at that, |
cannot foresee why when the cost of entry is
really in practicality so low to get engaged. The
answers that you hear back will be we don't have

the staff. | get that and |'ve net wth sone of
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1 those folks and | understand it, but have the

2 really, really researched what it takes to pull it
3 off? And are we tal king about a whol e overhaul or
4 are we tal king about a phased approach? Are we

5 willing to experinent with our nediumto find new
6 ways to devel op new progranm ng? W've heard

7 personalities, we've heard that drive content,

8 we' ve heard | ocal, we've heard focused, all of

9 those things. W are seeing nore rock stars on
10 the internet today when sone of the multimllion
11 peopl e who we are paying for these radi o shows.

12 Wy is that? Because of sone of the things that

13 Zemra just pointed out. People want to follow
14 peopl e who have great content, not necessarily
15 personality-driven stuff anynore. Qoviously

16 personality works well and you need that for

17 entertai nnent purposes to sone extent, but the
18 content trunps that and rises above all that.

19 People will listen to a nore horri bl e podcast

20 before they listen to a well-invested radi o show

21 that they do not like and that's just the reality.

22 | have people who are taking devices and
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1 bypassing the radio in the car. They're bypassing

2 radi o. They don't even think. |[|Pod, bypass.

3 M5. FLEM NG W LLI AM5:  On that point,

4 Mario, | think you've set us up to take a little

5 break. W can think about how we can get folks

6 back on the track and not bypassing radio in our

7 next segnent. Let's take about a 10-m nute break.

8 (Recess)

9 M5. FLEM NG W LLI AMS: We've laid the
10 foundati on and we've tal ked about what works and
11 what doesn't work, and now we're on the precipice
12 of the future and the future is now. In the
13 entertai nnent world we've heard about so- called
14 col | abos, artists will teamwth other artists to
15 extend their reach into a new denographic or to
16 expand their sales, et cetera. This is a concept
17 that we think that others in the nedia should
18 think about. W' ve talked about it generally when
19 we' ve tal ked about hybrids between traditional
20 radi o and sone of the new platforns and new
21 country technology. | want to kick off this part
22 of our session with are there exanpl es of
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1 br oadband's use today? What are radio stations
doi ng today to engage in new technol ogi es and new

platforns? What exanples are out there? | know
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it's not a hybrid, but certainly we have the
exanpl e of a purely streanmed network and maybe,
C evel and, you can tal k about your formatting.
What's a typical progranm ng session or

progranm ng for i M4 radi 0o?
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MR. SPEARS: The typical radio is very
10 different fromwhat you normally would see on

11 regular radio. W run off of a TV schedule. CQur

12 on-air personalities are not on the air every day
13 4 hours a day which enables us to be able to

14 provide fresher content. People pay attention a
15 little bit nore wwth our on-air personalities. W
16 have about 34 right now out of our Largo | ocation.
17 That can be everything fromsoul nmusic to talk to

18 rock, everything, we pretty nuch play it and

19 that's what people are paying attention to.

20 M5. FLEM NG W LLI AM5S:  Mario, what are
21 you seeing that's happeni ng today?

22 MR. ARMSTRONG. Beyond what |'ve already
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1 mentioned earlier?

2 M5. FLEM NG W LLI AM5:  You can reiterate
3 all of that. You have sone radio stations who are
4 engaged i n using sone other platforns.

5 MR. ARMSTRONG  Absolutely. You have

6 radi o stations using nore and nore different

7 platforns, but what |I'm seeing and | nentioned

8 this earlier and I think is definitely a solution
9 as sonething that we should start to focus on and
10 Is the nobil e devel opnent of our content. \What |
11 mean by that is either making our websites nobile
12 or maki ng applications nmade of applications.

13 There's a difference between the nobile web and

14 maki ng your website accessible on a nobile device,
15 and a clear difference in creating an app that has
16 a set of features and functionality that runs on
17 these types of nobile devices. | think as we

18 pointed out earlier, ad spending is increasing in
19 the nobil e space. Zemra pointed out sone
20 specific figures. |[|'ve spoken with sonme of the
21 conpani es that do advertising or hel p conpanies
22 advertise their brand on nobile devices and that
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is clearly growing. |If you |ook at the recent
events, albeit a disaster of the event that it was
wth Haiti, you saw an enpowernent of peopl e using
their nobile devices to get engaged.

Wiy |'msaying that is because that's
al so setting the stage for mcropaynents, it's
al so setting the stage for peopl e being
confortable using their phones to nmake fi nanci al
transacti ons whet her that be consum ng content or
donations. So I think we're at that tipping point
and we need to take advantage of the fact that our
audi ences, Native Anerican, Hi spanic or Latino and
African Anerican are using these devices nore so
than others on the nobile web and capitalizing on
the adoption of us as content providers |everaging
these tools. So I think fromthat perspective |'m
seei ng specific exanples |ike NPR which has an
| Phone application that is a specific app that
they've created. Then |I've seen snaller stations
like WIMD in the Baltinore nmarket create its own
| Phone application and we're tal king probably

about $4- to $5,000 i Phone app because | know we
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went through sone hard figures. CQbviously these
t hings can go to $20- or $30, 000 dependi ng on the
functionality of what we're |ooking for. But you
can get into the gane of nobile stream ng and
nobi |l e content providing for under or around 5K

MR. WNSTON: My | ask a question? As
| expected, | was going to learn a | ot here.
Mari o, when you say create an app | assunme when
you sai d that sonebody created an app for the
| Phone it's one of these situations where you go
to the i Phone store and you downl oad that app.

MR. ARMSTRONG.  Correct.

MR. WNSTON: Wiay woul d each station

need to create its own app? | thought you were

saying that there was an app and that you could go

to the Apple store and get and then your station
coul d access that app and be accessible to the
wor | d.

MR. ARMSTRONG What |'m saying is that
each station should create its own defined
application unless you have an ownershi p group.

Then it nakes sense for the ownership group to
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| ook at creating one application where you can
access all the different stations that it owns.

MR. BROYLES: Jim you could think of
the app like a | owpower television station. |It's
solely targeted to your progranmng and it would
be an app. | concur. The nobile app that we
built for the product that my conpany is |aunching
| ater this quarter, we spent about $50, 000 and
that's a conpl ex technol ogy where we're close to
seven figures for the web-based application, but
for the nobile we spent about $50,000 and it's
very conplex. It's going to show how everyone in
the world is connected. \Whether you are in our
systemor not, it maps it out. So you and | neet
and we punch in each other's nane, that
application as conplicated as it is, although it
pi ggybacks, it's APl to our nore expensive
web- based application, it still was a $50, 000 app.

MR. ARMSTRONG APl is an application
programinterface.

MR. BROYLES: Thanks, Mari o.

MR. ARMSTRONG. At the end of the day
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It's a snippet of code that you place onto your
appl i cation.

MR. BROYLES: You can tell the
prof essi onal s here.

MR. ARMSTRONG | just wanted to make
sure it was clear. | thought your point was well
rai sed and | just wanted to nake sure.

MR. MONTERG: |'ve heard several
stations or station groups within a particul ar
mar ket | ooking to create their own mcro soci al
networking site within the given market where
peopl e sign up. Many stations as you know al r eady
wi Il frequently have Facebook groups or Twitter
feeds either fromthe station or the part of their
on-air personalities, but they' re creating soci al
network sites that may be unique to San Antonio or
sone place like that and wll have feeds of
activities of interest wwthin that given community
tying into the station and naybe having a |live
feed fromthe station. But they also tie into
their advertisers and not just banners or links to

the advertisers' websites which, Mrio, as you
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1 pointed out is great, inmmedi ate feedback to those
2 advertisers of who is comng to their site and how
3 they're getting there because they're getting

4 there fromthe social networking site.

5 But they're also using it as a vehicle

6 to be able to print or downl oad anything from

7 coupons for those advertisers, concert ticket

8 gi veaways, be the fourth caller. You don't go to
9 the station anynore. |If you're the fourth caller
10 you just download the tickets right fromthe
11 soci al networking site and you nay have to
12 subscribe to the social networking site because
13 sone of those activities are only available to
14 t hose who are participating in the soci al
15 networking site which pulls themin even that nuch
16 nore. And then taking that social networking site
17 and creating an app so that you can downl oad it
18 onto your iPhone or your PDA and be able to access
19 it or downl oad podcasts with the audio off of your
20 PDA.
21 M5. FLEM NG W LLI AM5S: Does that nmake a
22 case for sone of the big I SPs |ike Contast or
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1 Verizon or even the big search engines |ike Google
2 or Yahoo to nmake an investnent in these sorts of

3 col |l aborations? 1Is that part of a case to be nmde
4 for investnent?

5 MR. ARMSTRONG There's a case to be

6 made if they want to nake sone nopney.

7 M5. FLEM NG W LLIAMS: |Is there a

8 because incentive for thenf

9 MR. ARMSTRONG That's what | nean.

10 There's a case to be nade because of if you | ook
11 at the |ack of broadband adoption in this country
12 and there's a bunch of other things that need to
13 be dealt with and I know that we already have an
14 FCC plan and this February we'll be hearing nore

15 about that National Broadband Plan. Right?

16 M5. FLEM NG W LLI AM5: O thereabouts.
17 MR. ARMSTRONG \What was that?

18 MS. FLEM NG W LLI AMs:  Yes.

19 MR. ARMSTRONG |'Ill keep ny conment

20 really short and brief on this. The point is
21 absol utely because you have areas of the country

22 that they can say what they want, but the
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1 provi ders have not decided to go into certain

2 areas because of certain types of infrastructure

3 that's not avail able or that needs to be built out
4 and there's a significant cost to doing that

5 construction and | get all that. And when you

6 have a certain anount of houses or a certain

7 popul ation that they don't really foresee possibly
8 as a noney-generating revenue scenario, they call
9 it redlining. |'mnot suggesting anyone is doing
10 that, but it's just weird to ne that we don't have
11 full broadband adoption across the country

12 accessi bl e.

13 What that does bring into play though is
14 sonething that we need to | ook at as a sol ution.

15 Forget the wired. Wy aren't we thinking about

16 w reless? For exanple, 4G or YMAX technol ogi es or
17 evol uti ons of even what you hear a | ot about, 3G
18 technologies. | was just at CES 2 years ago and
19 so this is actually in just this |ast year, but

20 the one thing | want to share with you is internet
21 in the vehicle will be here and is here to sone
22 degree, but will be here in the nmainstreamvery

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 74

1 shortly. The pieces of the puzzle are there.
Once you have sonething |ike YMAX, and for those

who do not know, that is like a 30-m | e-w de
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radius of a WFi hotspot. So inmgine being able
to drive around your city and have that type of
connectivity w thout dropping that connectivity.
You could not be tuning into frequencies. You

could be tuning into internet addresses on the
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dial in vehicles com ng.
10 MR. SPEARS: Just add to that, actually

11 that's happening right now W' ve got a young

12 peopl e who are figuring out a lot of things at our
13 station and what we're doing is a little nmechani sm
14 that we have right here. You're probably famliar

15 wthit. This is plugging into a phone. Sone

16 cars have auxiliary jacks right nowin their cars
17 Sso people are able to listen in their cars through
18 a sinple auxiliary jack plugged into their phone
19 into the car so our station and other stations are
20 able to be listened to right now just from

21 sonet hi ng that sinple.

22 M5. MOBLEY-WRI GHT: Carolyn, the point
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1 that you left off with before we took our break,

2 t hat question was never really dealt with. You

3 asked who is going to pay for it? In listening to
4 what Mario said with regard to the Googles, the

5 Yahoos and the inplications of broadband as they
6 enter into these conmmunities and that whol e idea
7 of redlining that you threw out there, where is

8 the value in the investnent? Wen you | ook at

9 e-commer ce and when you | ook at the nunbers that
10 are always being thrown out with regard to
11 m nority popul ations and all of that, why woul dn't
12 t he Googl es and Verizons, et cetera, want to nake
13 t hose investnents also? Mario just threw it out
14 there so quickly, but there are grants that are
15 avai l able. Not to beat up on our governnent
16 again, but there's a woman, Linda Smth. |'m

17 going to quote her fromthe book "Who Moved My

18 Cheese" -- the new cheese is governnent cheese and
19 it's green now. There is noney avail able and the
20 problemis that we don't know how to access those
21 grants and get that information so that the

22 station owners can take advantage of perhaps noney
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1 that the federal governnment makes avail able. But
2 i f a case can be built for those investors whether
3 it's the federal governnment or whatever for

4 eComer ce as good corporate citizens for the

5 educati onal aspects of broadband, it seens to ne
6 that the investnent opportunities should be there
7 for those who are brilliant enough to put those

8 packages together to include those elenents it

9 woul d seemto ne.

10 MR, BLACKWELL: The because opportunity
11 Is the ability to reach the majority of Anmericans
12 who are not served by mainstreamnedia in the

13 Native Anerican context. |In many places tri bal
14 nations are |local drivers of econom es because of
15 their unique status and the unique types of

16 busi nesses that they can engage in and the fact
17 that they nake good | ocal partners for economc
18 drivers.

19 |"'mof the opinion and | agree with

20 Mari o and Cl evel and have said. | think that

21 there's going to be a point in tinme of where

22 they've led us in this discussion. There's going
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1 to be a point in tinme where this anmazi ng expl osi on

2 of technology is going to cone back around ful

3 circle to where people are |ooking what is the

4 good content? What is the actual content? What
is the authentic content? |'ma reluctant early
adopter personally. | tend to fall in love wth
devices. |I'mvery envious with what's going on

over here on the table. But when | find sonething
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that works, I'mconstantly | ooking for who is

10 reporting on this the best? Wo's telling the

11 best story? Who's actually digging into this and
12 getting the information to ne. That goes from all
13 sorts of different news sources that cone into ny

14 househol d.

15 It is also an environnment in |Indian

16 country because of the |ack of basic services,

17 it's the ability of these conpanies sone of which
18 you nentioned to get in on the ground floor in the
19 creation of the backbone of a network that wll be
20 a new econom c driver for rural Anerica. And

21 there is precedent. | wanted to bring the group's
22 attention to a study that | nentioned earlier.
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1 This is the first ever study on broadband in

2 | ndi an country. It was undertaken by Native

3 Public Media and the New Anerica Foundation. [It's
4 entitled "New Medi a Technol ogy and Internet Use in
5 | ndi an Country: Quantitative and Qualitative

6 Anal yses." The discussion at this point, we've

7 | ed up to what's the val ue proposition? Wat's

8 t he busi ness nodel going to look like if we're

9 using terrestrial radio as the backbone branching
10 off into new nedia platforns and what role do the
11 big majority firnms, bit search engine firnms or
12 others, play in this? One of the fundanental
13 truths of tribal lands is a real |esson in denmand
14 aggregati on for broadband use.
15 The other that we're never going to
16 succeed in a national census is sheer nunbers. W
17 have a very | ow popul ation base in renote Anerica,
18 so for any communi cations service to survive or to

19 even approach profitability, it has to aggregate
20 demand, and Native Public Media and the New
21 Anerica Foundation in their study here lays out in

22 many places in Indian country where that denmand
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aggregation has begun wth anchor institutions,
the anchor institutions that are unique to our

| nsul ar communities, our governnents, our
educational institutions, or health and safety and
wel fare institutions. |In many places those radio
stations are regarded as one of those institutions
in nation building in trying to bring together the
demand for a critical infrastructure in certain

pl aces. There's a very good exanple of what you
were tal king about, Mario, the creation of an app
or a new platform The Coeur d' Alene tribe in
northern ldaho is a very good exanple of how
certain federal prograns have been utilized
aggregati ng demand building off of a community

t echnol ogy center now grow ng into a
residenti al - based service that has a nedia
conponent to it. A couple of years ago they

| aunched a native YouTube call ed Rescast, and
that's res as in reservation and not resol ution.

It is a very good exanple of the type of

aut hentic, true content programmng that will be

rel evant.
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1 One thing that's fascinating about

2 I ndi an country is that it is fascinating. Anytine
3 sonebody nakes a novie or does a report or

4 program "Dances Wth Wl ves" is off the chart in
5 terns of people who attended wanting to | earn nore
6 about it. W've got a culture that is entirely

7 engageabl e by these new technol ogi cal nedi uns.

8 M5. FLEM NG W LLI AMS:  When you talk

9 about the new technology and how it's being
10 | ncorporated, we want to make sure that if there
11 are things that the governnent can be doing to

12 advance or to elimnate or reduce if there's a

13 mar ket entry barrier. For instance, soneone has
14 suggested that the copyright aws nay act as a

15 barrier and radi o stations have to pay the costs,
16 they're too cunbersone of they are | aws that

17 restrict how they can stream content, how they can
18 use content. |1'd like to step back for a nonent
19 to see if there are any institutional or
20 regul atory or statutory barriers there that the
21 governnment could | ook at as a way of advanci ng and
22 openi ng new nmar ket s.

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 81

1 MR. MONTERO | couldn't agree nore. |
2 think a major problem for adaptation of the

3 i nternet as an alternate neans to deliver

4 real -time content over the internet has been the
5 copyright laws. As Jim pointed out, who's going
6 to pay for it? |It's not just paying out the

7 i nfrastructure needed for the delivery, but it's
8 al so paying these additional copyright royalty

9 fees. Were you saw this in fact, as nmany of you
10 know, in the past year there was a proposal or a
11 bill on the H Il that would have required radio
12 stations to pay performance royalties for

13 over-the-air broadcasts and there was a huge

14 concern about that because with the radi o industry

15 being in the state that it is that having to pay
16 that performance royalty on top of the royalties
17 that they already pay to the conposers of the

18 musi ¢ under AFCAP and BM and Publishers and SECAC

19 that it was going to be the straw that woul d break
20 the canel's back. It was pointed out that

21 stations already pay royalties for stream ng. Wy
22 shouldn't they pay royalties for over-the-air
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broadcasts? M response to that is it is
precisely the royalties for streamng that is
preventing nmany stations fromstreamng at all.

M5. FLEM NG W LLI AMS: Maybe that's an
area that really needs sone intense study and
maybe a proposal in terns of nodifications to the
exi sting copyright |aws.

MR. MONTERO | certainly thing so, and

| would be inclined to think that many of the

radi o broadcasters sitting around this table would

agr ee.
MR JONES: | would agree. | can tell
you that that was one of the major hindrances in
our investing in advancenent in the 1990s. W
| ooked at it and said we would |ike to be there,
but we can't afford to be there. And the
anbiguity that was around what could cone up in
the future, there was too much risk in getting
into the internet. But | would |like to say that
t he OCBO has a great opportunity to broker a
partnership. Radio has credibility that's

unmat ched and that's why we aren't | osing the
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1 audi ence that other nedia is | osing. Wat we

2 don't have is the dexterity of broadband.

3 Broadband in mnority communities doesn't have the
4 credibility. So here you have one entity w thout
5 the credibility and the other one w thout the

6 technology. |If we put them together and havi ng
7 strategi c partnerships, radio can hel p adoption
8 rates exponentially. Radio can be a great

9 sal esman for doing that because in African
10 American communities in the United States, one of
11 the problens with adoption is there's no

12 credibility. Wy should | buy intoit? It hurts

13 our whol e econony in the community because

14 broadband is one of the pathways to educati on,

15 br oadband is one of the pathways to enpl oynent, et
16 cetera. So it becones in the public interest to
17 hel p radi o be a chanpi on for broadband and al so

18 that can be part of the funding opportunity to

19 hel p radio nmake that transition fromwhere it is
20 NOW.
21 | want to nake sure that not only people

22 but people listening why it's so difficult to nake

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 84
1 that transition. |I'ma big fan of Mario's. | was
2 part of a conpany that invited Mario to be in one
3 of our operations early on to bring talent, and
4 you're going to hear a lot nore fromyoung nen
5 |ike Mario. One of the chall enges was Mari on
6 wasn't in the room we had these neetings in
7 boardroons and on the seventh floor of Radio One.
8 MR. ARMSTRONG. They wouldn't et nme in.
9 | was knocking on the door.

10 MR, JONES: You didn't read the email?
11 The chall enge here is that 4 or 5 years ago radio
12 was at $20 to $21 billion. It's now at $13

13 billion. That's all radio. Black radio is even
14 worse than that. | want to make sure we get this
15 because it has affected the Native American

16 comunity as well as the Latino community in the
17 sane ways. You had the econony and then you have
18 t he Personal People Meter which really was a

19 dragon slayer and it really hurt urban radi o even
20 nore because 100 rating points that we're selling
21 under the diary nodel shifted to 70 rating points
22 so that an advertiser who was buying 100 ratings
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1 before, all of a sudden for that sanme audience the
2 measur enent says you only have 70 rating points so
3 "1l just reduce your budget. It wasn't 70 rating
4 point. It was the sane audi ence. But the

5 difference was like if you're driving a car and

6 you're driving 70 mles an hour because you're

7 going by mles per hour and then all of a sudden

8 you go to Europe and you're driving at 125 and 125
9 kil onmeters is equal to 70 mles an hour. That
10 sane speed is just a different neasurenent but the

11 ad community did not look at it that way and they
12 di scounted urban radio. So now urban radio is

13 fighting just to keep the bank away and it can't
14 invest in its future because it's fighting for

15 survival every day. So it can't hire the young
16 bright mnds |ike the Marios that it wants to hire
17 because it can't afford it. And because we see
18 it. | asked the CEO of Google about 5 years ago
19 what do you think we should do if you were in ny
20 pl ace running radi o and not where you are not but
21 know ng what you know? He told ne I'd hire young

22 people. At the tine | understood it
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intellectually but I only got it enotionally about
3 to 4 years later. That was the nost brilliant
single thing he could do.

Public Radio is further ahead than
comercial radio. Public Radio gets it. Maybe
they're smarter than us. |I'mgoing to try to nmake
sone calls later. But |I've been studying what
they're doing and it's fascinating. It's a
glinpse of what commercial radio is doing and
| ater we can tal k about sone of those nodels, but
that's a glinpse of it. It's just that we see
sone nodel s we can execute. There are conpanies
that are creating apps for nobile for nobile right
now and for radio right now | think Fred Jacobs
Media has one that's excellent for it. They just
| aunched a brilliant app for C- SPAN that
cat apul ted C SPAN about 3 or 4 nonths ago. So
there are a lot of new things are going that are
very interesting, but we can't get there from here
as broadcasters.

M5. FLEM NG W LLI AMS:  What can

commercial radio learn? Are there things that you
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1 can learn fromthe NPRs of the worl d?

2 MR MONTERO It's interesting that you

3 menti oned NPR because you're right, NPR is ahead,

4 but NPR is a content provider. NPR doesn't own

5 radi o stations. They have affiliates, but because

6 they don't own radio stations, they're |ike PBS

7 that doesn't own TV stations. It was easier |

8 think for themto see that this is just a pipe.

9 These radio stations that are affiliated wth us
10 are just one of many pipes and so they could see
11 the big picture of we have to | ook for other pipes
12 or we have to always be maki ng sure our content

13 whether it's in the formof an app or what have
14 you i s constantly on the cutting-edge pipes,
15 whereas many existing mnority radi o broadcasters

16 whether it's Radio One or whether it's SBS, they

17 own their radio stations and they have content.
18 I ncreasingly |I think you're going to start pushing
19 t he envel ope, we already are, of what is radio? I

20 could ask this question about TV. Wat is TV? |If
21 you have a TV station and you have | ocal content

22 on your TV station but the vast mgjority of your

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 88

1 viewers are getting you over cable, are you a TV
2 station or are you a cable channel? Does it

3 matter? 1Is it really all about the content or is
4 it about the FCC |icense that you have to have to
5 br oadcast over the airways?

6 M5. FLEM NG WLLIAMS: | think Jimwants
7 to respond to that.

8 MR. WNSTON: Frank has just put his

9 finger on the dichotony that you live with if

10 you' re a broadcaster which is that you have

11 content to provide but you also have a fixed cost
12 of that tower, that studio, those nonthly electric
13 bills to broadcast. So the problemis that froma
14 consuner viewpoint, they don't care how they
15 recei ve your content, but you bought a radio
16 station, you went to the bank and you borrowed X
17 anmount of noney and you gave them a busi ness
18 nodel. The nodel said | need to spend X anpunt of
19 noney every nonth to naintain the hardware, | need
20 to pay X nunber of people every nonth salaries to
21 keep the content flow ng out of the hardware, and
22 those costs are fixed. So when the industry
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1 changes and the val ue of your pipe goes down and
2 the advertisers are paying you |less for the val ue
3 of the pipe, the costs of the pipe don't change

4 and that's the problem Yes, we can take the

content and put it on other platforns, but we
bought a business nobdel that says this is the
anount of revenue that has to cone in to maintain

the pipe and that's the situation we're in. W
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can't lay off the engineers and the peopl e who

10 make the pipe work and that is why | ooking at

11 ot her nodels, if they produce | ess revenue to
12 sustain the pipe they're not the answer.
13 MR. MONTERO The paradox is the fact

14 that it's frequently this increasingly

15 depreciating pipe that's the one asset that the

16 | ender wants to |l ook at it because if you go to
17 hi m and you said | want a |oan, what's the

18 collateral? What can | secure this |oan with?

19 It's an internet site. It's content. That's all
20 wel | and good, but | want a piece of real estate,
21 a studio and a tower, and to the extent that | get
22 an FCC license so that at |east | have sonething

Ander son Court Reporting, LLC -- 703-519-7180 -- www. andersonreporting. net



Minority Radio and Broadband Technology Page: 90

1 that | can sell if you don't pay your |oan off.

2 Frequently for the broadcaster it is those

3 tangi bl e assets that enable what little noney

4 that's comng in to cone in.

5 MR. JONES: And the nost tangi bl e asset
6 of all of those is the stick value of the radio

7 station and that's being deval ued by the

8 | nvestors.

9 MR. MONTERO Right. The signal.
10 MR. JONES: They no | onger recognize the
11 stick value at the sane rate that they did just 5
12 years ago.
13 MR. BLACKWELL: At what point does that
14 cause you to reevaluate what's bei ng put through

15 t he pipe?

16 MR. WNSTON: The problemis it's not a
17 content issue, that's the problem

18 MR, BLACKWELL: It never becones one?

19 MR WNSTON: | don't think that you can

20 say to X radio station in Washington, D.C. vyou're
21 pl ayi ng these songs and you're generating this

22 much advertising revenue fromthis nuch audi ence.
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1 If you stop playing these songs and play this

2 content over here, your revenue is going to go up
3 because there's no nodel to support that. Radio
4 has been doi ng X nunber of things on different

5 formats for X nunber of years. They've tried a

6 variety of different formats. Certainly if you're
7 an Hi spanic station or a black station, you've

8 only got expertise in that particular format so

9 you can't say the content needs to change
10 radically in a way that |I'mnot an expert in dong.
11 So if the content is going to stay the sane and
12 the revenues are going to decrease and | still got
13 to pay the sane anobunt to run the station, the

14 problemis ny fixed cost plus what | owe to the

15 bank because the bank and | got together and we

16 said this is what we can expect in revenues, this
17 s the costs we've got, this is what the loan is
18 going to run. So when the revenues change and

19 those fixed costs don't change, then you and the
20 bank are at | ogger heads.

21 M5. FLEM NG W LLI AMS:  Suppose you coul d
22 tal k about you not only have your fixed nodel but
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1 you have expanded eyes and ears because you now
are on different platforns and you' re expandi ng

ei t her your denographics or your reach within a

A 0N

certai n denographi c because now your station is
accessi ble on a cell phone? One of the digital
applications that has been tal ked about here at
the agency is FMchips in the cell phone. | think

Mari o menti oned that as wel|. It's been tal ked
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about mainly in the context of public safety and
10 honel and security and | think abroad in Europe and

11 Asia it's a common thing. But that may be

12 sonething that is another platformif you can go
13 to the advertiser or if you can go to the bank and
14 say we have X anount of ears plus we're now

15 accessi bl e by X anount because of this new pipe or
16 new platform

17 MR. WNSTON: 1'll nake just one conment
18 and then I'Il turn it over to the experts. Wat

19 has happened from what ny nmenbers tell ns is that

20 the value that the advertiser places on that
21 additional platform when all the stations created
22 websites and they ran out to advertisers and said
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1 you're going to get X nunber of |isteners that
Arbitron says | have, but I'mdriving those

| isteners to ny website and then you're going to

A 0N

get all these views on the website. The
advertiser said there is no track record of ne
getting a benefit fromdriving your listeners to
the website so until | see a financial benefit

fromthat, | amnot willing to pay or I'monly
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willing to pay a fraction of what | pay for a
10 radi o spot because | have a history of seeing

11 benefit fromthat. So what's happened is how do

12 you get the revenue to catch up with the

13 i nvestnent in those new technol ogies and that's
14 been the problem W can invest or we could

15 | nvest, we got the additional problem now that

16 i nstead of hiring people we're |aying people off,
17 so Zemra tal ked about you need smart young m nds
18 who are internet savvy and the bank is saying you

19 got 25 people on payroll, you're running X deficit

20 every nonth, | want the payroll to be 18 people
21 and you say but | want to hire two people to do
22 I nternet work then they're going to say you'd
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1 better reduce it down to 16 people. So you got

2 this tug of war between how you generate new

3 | ncone at a tinme when you don't have the revenue

4 to cover the investnent in doing that.

5 MR. JONES: Keep in mnd -- are doing

6 | ess than a half a mllion uniques and it's hard

7 to nonetize that to any significant degree.

8 MR, FLORES: Speaking as an old radio

9 guy because |'ve been in radio al nost 30 years,

10 the radi o advertising business has al ways been the
11 steak. The internet and all these other things as
12 t hey cone around have been the sizzle. The sizzle
13 has gotten nore inportant than the steak,

14 unfortunately. So when the question was asked all
15 of these econom c stresses that we have on our

16 busi ness, does that affect the content? Yes and
17 no. |'ll tell you howit affects the content. It
18 affects the content because where we had a norning

19 show that had 14 people driving content and naki ng

20 sure that the five or six people who were on the
21 air were provided for, now only maybe we have
22 seven people. Maybe our total personnel has gone
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1 from750 in all of our stations to [ ess than 500.
2 That affects sonething down the Iine. You would
3 like to think that your on air isn't affected, but
4 | think you're foolish to think that it won't Dbe.
5 It affects you sonehow.

6 We're not unlike the housing narket

7 where many peopl e bought houses val ued at X anount
8 of dollars on the hope that it was going to

9 continue to increase in val ue because nost of us
10 were drunk wth that. In the 1980s our stakes
11 rose 10 to 15 percent as our revenues rose and the
12 val ue that banks were putting on your properties
13 were 20 tines cash flow, 18 cash flow. That nodel
14 has changed conpletely and now we're stuck with

15 peopl e | ooking at us and sayi ng you m ght get

16 ei ght tines cash flow but the cash fl ow has been
17 decreased a | ot. Now you have FMradi o stations
18 that are being sold in a market for $70- to $60
19 mllion where 10 years ago you were | ooking at
20 $250- to $260 mllion.

21 MR. MONTERO That goes to your point

22 that you were saying earlier because you said that
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1 broadcasters got | azy because so nmany of them nade
so nmuch noney doi ng not hing ot her than maybe

buying and flipping a stick at like you said 17 to

A 0N

18 tinmes cash flowin the |late 1990s, when they
took a year or two break in 2000 and 2001 they
were like let's do it again. And now they were
buying at the top of the market and then when the

bottom fell out because everybody figured prices

© 00 N O O

are never going to do down so | can't care how
10 much that house is worth now, it's always going to
11 go up, let's buy it high because it's only going

12 to go higher, and then the bottomfell out.

13 M5. FLEM NG WLLIAMS: | think Mario has
14 a comment here.

15 MR. ARMSTRONG. A question and then a

16 comment. \What we're hearing, and it's absolutely
17 true, | do get a chance to neet with radio

18 stations and have consulted sone nedia fol ks in

19 the past and |I've worked with ot her organi zations

20 to help themtry to figure out ways that they can
21 navi gate this econom c turbul ence that we're in

22 and | everage technology to help. But Janes was
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1 dead on target and so was Zemra wth the issues.
2 The question that | have for Janes, Zemra and

3 Frank then |I'll have a coment real quickly is

4 we're seeing the nunber continue to go this way

5 and it's not showing really any signs of going up,
6 maybe sl ow ng down but certainly it continues to

7 show signs of doi ng down. Does everyone agree

8 with that?

9 MR. MONTERG  Whi ch nunber? Val uations?
10 Audi ence?
11 MR. ARMSTRONG. Revenue. Let's just
12 stay with revenue for a second. M question is do

13 you think that the advertising industry can be
14 changed, the nentality of how they purchase radi o,

15 can that be changed?

16 MR WNSTON: [|'Il let the chief revenue
17 take it or the senior vice president over here.
18 MR. JONES: There was a Forrester study

19 done just recently where it took 204 of the top
20 marketers in the United States and asked t hem
21 where they're taking their noney. Sixty percent

22 of themsaid that they were taking their noney
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1 fromtraditional radio or traditional nedia and

2 noving it to new nedia. That's a huge nunber, 60
3 percent. So as tough as it is today, there is no
4 short-termneaning in the next 3 to 4 years or the
5 next couple of years where we see a sea change

6 back to traditional radio. Marketers have bought
7 into the fact that that's the place to be. So we
8 have to change that. Wat we would like to do is
9 have it change with the owners who have invested
10 to nmuch in the nediumtoday. It wll change. The
11 tragedy could be that we don't change in tine for
12 the existing owners and they end up losing their
13 operations and then all these groups and stations
14 going into receivership and then the new guy or

15 gal cones in, buys themat cents on the dollar and
16 then they execute and turn it around and that's

17 t he wor st-case scenari o.

18 MR. ARMGTRONG |'mso glad that you

19 pai nted that picture because | think that's proof

20 in the pudding. | think what we're still dealing
21 with us what we used to have and what we're trying
22 to hold onto. | understand the financial issues,
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1 but right now we're dealing wth a country that

2 has sonme of the best talent laid off. Sonme of the

3 best talent is available for hire at reduced

4 rates. People want to work and they can wear

5 multiple hats. W aren't tal king about people who

6 have one defined |ine of doing work, people who

7 are used to being able to straddle across nmultiple

8 di sciplines and | everage technol ogy across that.

9 So | really am begging the industry to refocus on
10 the fat in the payroll if they really are serious
11 about reinvesting, |ook at how you can hire people
12 who are laid off now either as a consultant, no
13 benefits, freelancer or part-tinme. | know
14 count| ess organi zations that do this well for
15 t echnol ogy reasons, not necessarily in the radio
16 busi ness but in the nedia business. Let ne tell
17 you, | know organi zations that don't even have a
18 person in their office handling their social nedia
19 strategy and it's working and they're pennies on
20 the dollar if you will by now having to try to
21 find soneone and bring themin-house. That's one
22 poi nt .
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1 Nunber two is how many stations, and

2 Janmes brought this up and this was so critical,

3 because you asked how do we prove when the

4 websites were like we're going to flood the

5 websites and people are going to flock to this and
6 we all know that that really didn't take off. It
7 didn't take off the way it was supposed to. Now
8 we have banner blindness where people don't even
9 want to click on banners to sone degree within
10 websites that are doing well. So here's the

11 thing. | went out to several sales calls with

12 people trying to pitch ny content to sponsors wth

13 radi o fol ks, people nanel ess, and they positioned
14 the web as such a secondary, | don't even know i f
15 It was secondary, | think it was just |ike --

16 MR. JONES. Tertiary.

17 MR. ARMGTRONG. It was |ike, by the way,
18 after you do all that we could throw this in.

19 That nentality has to shift. W are feeding the

20 advertisers and the brands, we can throw this in,
21 and when we do that we deval ue the exact property
22 that we're trying to sell.
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1 Lastly I'Il say this. | go to sone of

2 these stations and | ask the person running the

3 busi ness. Have you ever | ooked at your web

4 anal ytics? Sone of themdon't even know what |'m
5 tal king about. They got a website they invested

6 in, it was supposed to do X, it didn't, they

7 ref ocused back to what they were used to naking

8 noney on so they left that al one, and now t hey

9 haven't been tracking to Janes's point what the
10 websi te has been doing for the last 3 or 4 years
11 to now say holy snokes we're doing better on the
12 web, | don't know, could be, better on the web
13 than we are actually on-air. And if analytics are
14 key to getting advertisers to spend noney, the web
15 anal ytics and nobile anal ytics, you cannot refute

16 t hat proposal when you put it. At that point it

17 becones whet her or not the ad agency sees value in
18 wor king with you, period, end of story. Because
19 i f you put apples to apples down and the noney is

20 budgeted as it is, they' re going to spend where
21 they're going to get the biggest bang for their

22 buck has been ny limted experience, certainly not
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1 the same, and | definitely respect Frank and Janes
2 and Zemra, they have nore experience in that, but
3 " mtal ki ng about ny new experience.

4 MR. FLORES: Let ne speak to you about

5 your new experience and how | feel about that.

6 You have to | ook at the tineline, the tineline of
7 where the internet cane about as far as radio

8 stations are concerned. The advent of the

9 i nternet and us having web pages and so on and so
10 forth canme about when we were doi ng exceedingly
11 well. It came about in the 1980s. W were neking

12 noney hand over fist. What happened with this?
13 W saw this new little toy, ad do you know what we

14 called it? Value added. And that's the anchor

15 and the albatross that's sitting on nost radio

16 stations and their websites. They've sold that to
17 the advertising comunity as sonething that's an
18 option, a throwin, value added, no dollars

19 associated with it.

20 W are now trying to catch up to that.
21 Sonme of the innovative things that we've tried to
22 do, 1'lIl give you an exanple. W've |ooked at an
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1 I ndustry that's dying which is the record

2 i ndustry. They're dying so nmuch they're | ooking

3 for us to pay the bill which is funny to ne, but

4 that's a whole different story. That's a whole

5 different panel and I'"mnot going to get into

6 that. W've | ooked at that and we asked is there

7 a way that we can help? Wat's affected the

8 record business nore than any ot her business? The
9 internet. So what we did on a couple of occasions
10 Is that we've taken a major star who has a record

11 rel ease and done a webcast on it on all our radio

12 stations where people have a chance to talk to the
13 artist and we run that on our radio stations. So

14 now you have web and you have radio and that's one

15 way you try to integrate this thing to a sagging
16 busi ness trying to go back them and saying we're
17 not the ones who killed you but we can try to help

18 you out.

19 MR. ARMSTRONG That's brilliant.

20 M5. FLEM NG W LLI AMS: That's great and
21 that's exactly the kind of innovation and creative
22 thinking that we're tal king about. W have cone
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1 to the end of our tinme here. 1'msure there's
2 | ots nore that could be said. | amjust thankful
3 for all of your coments and your expertise to
4 tal k about this. It's very vital and inperative

for mnority radio to thrive and to be viable as
an industry. As we said in the beginning, this is
an openi ng conversation. W didn't expect that we

woul d solve all of the problens here, but we

© 00 N O O

certainly have tal ked about sone of the etchings

10 of what radio wll begin to look like in the

11 future. W want to continue this conversation.

12 We hope that this is an incentive for all of you
13 to think about ways that you can marry traditional
14 radi o, as Mario has pointed out, the traditional
15 val ue, the legacy of radio and marry that with the
16 new t echnol ogy so that it goes forward and that 10
17 years from now we're tal king about a vi brant

18 | ndustry.

19 We al so tal ked about things that

20 possibly we could do as regul atory agencies in the
21 governnment, if there are statutory things that are
22 in the way. There are partnerships and
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1 col | aborations that need to be thought about that
2 need to be advanced. There are new ways of

3 thinking. There is an educational m ndset that

4 maybe needs to take place wthin perhaps

5 traditional nedia, new ways of thinking about

6 doi ng the sane thing.

7 There are lots of chall enges out there.
8 The industry has to be Darwnian. |t is adapting,
9 it is changing and | think that it has a bright
10 future. And | thank all of you for all of your
11 comments. We look forward to you continuing with
12 us in our mssion as we advocate for you.
13 MR WADE: | think you said it very
14 well. Fromthe Departnent of Comrerce | have been

15 chal | enged and want to think through thanks to

16 this conversation about what is the role of
17 governnment as a catalyst? Wat is this public-
18 private partnershi p? Because |I'm confident that

19 that's precisely what it's going to take to help

20 make this transition. As an agency when you
21 tal ked about earlier where we're investing heavily
22 t hrough our census, how do we neke these
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1 decisions? Are we really getting the val ue added
2 for the investnents? What wll they ook like in
3 the future across the governnent? So |'m

4 chal l enged to think as well and remain open to

5 your thoughts and ideas on the governnent's role
6 in this process as well. It's been very

7 benefi ci al .

8 M5. FLEM NG W LLI AM5:  Last but not

9 | east of course we want to thank our new chairnan,
10 Chai rman Genachowski, for supporting what we do,
11 our new conmi ssioners and our new Director of OCBO

12 Thomas Reed.

13 (Wher eupon, the PROCEEDI NGS wer e
14 adj ourned.)

15 x  x  x % *

16
17
18
19
20
21
22
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 01                 P R O C E E D I N G S

 02             MS. FLEMING-WILLIAMS:  First I'd like to

 03   welcome you, our roundtable participants and our

 04   audience, to OCBO's Roundtable on Broadband and

 05   New Media Strategies for Minority Radio, a very

 06   important and critical topic for all of us.  I

 07   hope that our roundtable, that you've had an

 08   opportunity to look at the agenda and the full

 09   bios of all of the participants here as well as

 10   some of the questions that we will be addressing

 11   this morning.  I've been told that we have a very

 12   aggressive agenda this morning.  We're going to

 13   try to get through the topics as efficiently as we

 14   can.

 15             We view this as an opening conversation

 16   so we hope that this is just the beginning.  We'll

 17   be seeing you back here again or in our office

 18   again to continue discussing these topics and very

 19   important issues and hopefully lead to some

 20   successful business strategies and successful

 21   business models.

 22             In the interests of time I'm going to
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 01   briefly introduce each of you around our square

 02   here.  Then we'll launch into very brief opening

 03   remarks and then we'll launch into our roundtable.

 04   I will begin with my guest co- moderator Rick

 05   Wade.  He is the Senior Adviser and Deputy Chief

 06   of Staff of the Department of Commerce, and we're

 07   very honored to have him with us here today.  He

 08   has had a long and distinguished career in public

 09   service starting in various positions in the State

 10   of South Carolina.  He was a senior adviser in the

 11   presidential campaign of President Barack Obama,

 12   so welcome.

 13             Mario Armstrong I understand is caught

 14   in traffic and we hope that he will be able to

 15   join us at some point this morning.  By way of

 16   background, he is both a radio and TV host.  He is

 17   founder of a new social network called

 18   TechTechBoom.com and has a keen interest in

 19   technology and how we're able to use that to

 20   advance not only our youth but to advance our

 21   media.

 22             We're happy that Geoffrey Blackwell was
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 01   able to join us.  He is the Director of Strategic

 02   Relations and Minority Business Development of

 03   Chickasaw Nation Industries Inc.  As such his

 04   responsibilities include the integration of

 05   emerging technology, and he also serves on the

 06   Advisory Counsel of Native Public Media, a project

 07   of the National Federation of Community

 08   Broadcasters.  To him I say welcome back.  He is a

 09   former FCC employee as well as a member of the

 10   Commission's Diversity Federal Advisory Committee

 11   so he really needs no introduction to the FCC.

 12             We have Eric Broyles.  Eric is founder

 13   and CEO of Megree Inc., a social networking

 14   utility that's focusing on our connectedness

 15   particularly with respect to nonprofits and

 16   humanitarian organizations.  His was formerly with

 17   AOL and also a telecommunications attorney.

 18   Welcome, Eric.

 19             We have next to Eric, Frank Flores.  He

 20   is General Manager and Chief Operating Officer of

 21   Spanish Broadcasting Systems.  To you we say

 22   bienvenidos.  One of his duties is to oversee the
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 01   revenue and profit of all of the Spanish

 02   Broadcasting System's radio stations.  In this

 03   case he has a real bottom line interest in the

 04   discussion that will be taking place this morning.

 05   Unfortunately Anita Stephens Graham has come down

 06   with the flu and won't be able to join us this

 07   morning but has promised to provide her comments

 08   in a written statement so that we have the benefit

 09   of over 20 years' experience in the private equity

 10   industry and she's involved with a lot of radio

 11   transactions.

 12             We have Zemira Jones.  He is president

 13   and CEO of the All American Management Group, a

 14   company whose mission is the very thing that we

 15   will be addressing today, transforming traditional

 16   radio and its brand strength into a multiplatform

 17   business strategy.  He is also a veteran of the

 18   broadcasting industry.  He's served as a VP of

 19   Operations with Radio One, so we welcome you as

 20   well and all of your expertise.

 21             Switching now to my right we have James

 22   Winston who is the dean of African American radio.
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 01   He is the Executive Director and General Counsel

 02   of the National Association of Black-Owned

 03   Broadcasters.  He also serves on the Commission's

 04   Federal Advisory Committee and really has been

 05   OCBO's go-to person whenever we've dealt with

 06   issues involving radio because of his knowledge

 07   and experience representing the owners and members

 08   of NABOB.  Welcome, and again no stranger to the

 09   FCC.

 10             Candida Mobley-Wright is President of

 11   Voices Inc., a radio production and syndication

 12   company with programming which reaches a wide

 13   syndicate of radio stations.  Her focus is on

 14   creative ad strategies that educate, inspire and

 15   uplift.  Welcome.

 16             Frank Montero is currently co-managing

 17   partner of Fletcher Heald & Hildreth and again no

 18   stranger to the Commission.  He is on the

 19   Diversity FACA as well as being a former Director

 20   of OCBO and has participated many times in our

 21   workshops and roundtables here at the Commission.

 22             Cleveland Spears is General Manager and
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 01   Program Director of iM4radio.  He has an

 02   innovative radio format that builds online radio

 03   stations and produces media content for them, and

 04   he is only accessible on the internet, so we

 05   welcome him back.  He's also been a friend to OCBO

 06   and participated on many of our panels before.

 07             When it comes to radio we thought about

 08   something that the great writer and American

 09   humorist Mark Twain once said.  When he heard a

 10   report that he had recently died he said, "Rumors

 11   of my demise have been greatly exaggerated."  We

 12   hope it is the same with radio.  For a while radio

 13   has been beaten, battered and bruised over these

 14   many years.  It still stands and continues to

 15   provide an important outlet for local news,

 16   entertainment and programming.  What is clear

 17   however is that digital and interactive

 18   technologies, satellite radio, internet, iPods,

 19   are changing the traditional business model and

 20   rewriting the landscape for all of communications

 21   and entertainment.

 22             Just to give you a little bit of the
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 01   statistics, and I'm sure you can fill me in here

 02   as well, in 2006 radio advertising accounted for

 03   $20.1 billion of total advertising revenue and

 04   internet advertising accounted for $16.9 billion.

 05   Just 1 year later however for the first time in

 06   history, internet advertising surpassed radio when

 07   it climbed to $21.7.  In 2008 internet ad revenue

 08   rose even higher.  While this trend is continuing

 09   and the gap in advertising dollars is widening, it

 10   is expected that radio ads will still command

 11   $22.2 to $22.8 billion in the years 2010 and 2011,

 12   respectively.  In spite of this shift in

 13   advertising dollars, in 2008 90 percent of all

 14   percent of all consumers aged 12 and over listen

 15   to radio at least once a week, a higher

 16   penetration rate than television, magazines,

 17   newspapers or the internet, so that's very

 18   important to keep in mind.

 19             Today radio must compete with a myriad

 20   of communications platforms that did not exist a

 21   mere two decades ago.  If radio is to survive in

 22   this new business climate, it must be Darwinian.
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 01   It has to adopt and it has to change.  It's clear

 02   that what traditional radio embodied in format,

 03   service and outreach to the listening audience of

 04   the last decade is not what radio is going to look

 05   like in the future if it is to thrive.  Radio's

 06   unique ability to respond to and remain relevant

 07   to the local community it serves may very well be

 08   its secret to survival.  As the former Speaker of

 09   the House Tip O'Neill said, "All politics is

 10   local" and we say no format is better able to keep

 11   its hands on the pulse of the community than local

 12   radio.  So we find that today's successful radio

 13   stations are embracing the internet and high-def

 14   radio to stay connected with their listening

 15   audience.  These stations have used the internet

 16   to establish websites, newsletters, et cetera, and

 17   other kinds of collaborations to maintain and

 18   expand their audience.  They have coordinated

 19   on-air advertising campaigns with their online

 20   advertising efforts.

 21             We have assembled today a distinguished

 22   panel of experts from various fields to talk about
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 01   the current state of radio just where we are

 02   today, where radio is headed, where it should be

 03   headed and now stations can position themselves to

 04   adopt some of the successful practices that are

 05   redefining this medium and create innovative

 06   models to breathe new life into this industry.

 07             With that I'm going to ask Rick to start

 08   us off with just a little bit of diagnosis.  Where

 09   are we?  What is the current state of radio?

 10   Let's lay out the foundation.

 11             MR. WADE:  Let me first say thank you as

 12   well to Carolyn.  I look forward to being with you

 13   this morning.  I do want to emphasize as well the

 14   importance of this conversation.  At the

 15   Department of Commerce many of you may be aware

 16   that the Department of Commerce along with the

 17   Department of Agriculture's Rural Utility Service

 18   are engaged now in the Obama administration's

 19   effort to deploy broadband infrastructure and

 20   increase access across the country and we're in

 21   that process as we speak.  So we're very, very

 22   interested in this topic not just from a
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 01   communications perspective and our ability to have

 02   broadband technology across America but also from

 03   a business perspective and the ability to maintain

 04   and sustain minority radio as job creators and

 05   thriving business across our country.

 06             So we thought off with an assessment, a

 07   sort of state of play of minority radio in America

 08   and why is it in trouble, small local minority

 09   radio.  A number of issues obviously that we would

 10   need to discuss whether it's consolidation,

 11   obviously access to capital, collateralization,

 12   competition from new media such as the internet,

 13   et cetera.  As Carolyn talked about, the shift in

 14   advertising dollars, what is the extent of the

 15   advertising revenue from radio to the internet.

 16   And also how long will we expect that trend to

 17   continue and what is the significant impact.

 18             Jim, let's start with you.  I think you

 19   have been obviously a pioneer and integral part

 20   and leader in this whole space.  Why is small

 21   local community radio in trouble and what is the

 22   current state of play?
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 01             MR. WINSTON:  There obviously are many

 02   different facets that are going on in local radio.

 03   What you saw for the past decade was a

 04   consolidation of media ownership in radio and in

 05   order to reduce costs for those consolidated

 06   groups many group owners began doing syndicated

 07   programming to reduce costs which took away a lot

 08   of the local news, information and talent from

 09   local radio.  Then you have the current recession

 10   which has also had a very significant impact.

 11   When retailers aren't selling they stop

 12   advertising, when they stop advertising radio

 13   suffers greatly because it depends more than most

 14   other advertising media on local sales, so radio

 15   has taken a hit there.  We've got the unique

 16   situation of the rating service.  There's only one

 17   rating service in the top 105 radio markets,

 18   Arbitron.  They are changing the way they measure

 19   radio in the top 50 markets.  They've done 33

 20   markets already where they've gone from diary

 21   measurements to the Personal People Meter which

 22   has caused the ratings for minority formatted
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 01   radio stations in the top 33 markets anyway to

 02   plunge dramatically, so we've seen that impact on

 03   radio.  There are a lot of different things

 04   impacting radio right now and the loss of

 05   advertising to the internet is a part of that.  I

 06   think when you look at all of those things

 07   happening at the same time you see a radio

 08   industry that's under significant pressure and is

 09   going to require some new thinking in terms of how

 10   we continue to go forward and are successful?

 11             MR. WADE:  Others in terms of the state

 12   of play or diagnosis?

 13             MS. MOBLEY-WRIGHT:  This is a

 14   conversation that I have had with Jim in the past

 15   and one that I spoke briefly with Mr. Reed and

 16   others at the FCC.  One of the big challenges as

 17   an advertising agency that I see in working with

 18   stations as they cry out for more advertising

 19   dollars, and this is in both radio and in minority

 20   print, one thing that I constantly bring up to

 21   them is there are advertising dollars available in

 22   the federal government.  The federal government is
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 01   one of the top 50 advertisers in our country and

 02   in the year 2000 President Clinton signed an

 03   executive order, and the reason this happened is

 04   because as you'll remember there was a gentleman

 05   who threatened to sue the federal government

 06   because of a bill that was initiated during the

 07   Nixon administration in which a certain percentage

 08   of all the federal government advertising dollars

 09   were supposed to be targeted to minority media.

 10   They did a study and they out of the $4 billion

 11   that was spent, and I have some quotes here, that

 12   money was from DOD, Treasury, HHS, Interior, the

 13   National Aeronautics and Space Administration, I'm

 14   looking at $4 billion that over a 5-year period

 15   DOD which accounted for more than 50 percent of

 16   these advertising dollars spent less than 2

 17   percent of its advertising dollars to

 18   minority-owned broadcasters.  So from my

 19   perspective because I do a lot of advertising in

 20   the government space, these are dollars that are

 21   very difficult to get targeting minority

 22   communities and they have an impact on the
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 01   effectiveness of those advertising campaigns as

 02   they affect minority communities.  So that's

 03   something to look at when you're starting to talk

 04   about broadband and broadband usage and how the

 05   marketing and communication and outreach dollars

 06   are going to be spent as they are used to educate

 07   minority communities.  So it solves two issues.

 08   It's an educational issue as well as a minority

 09   media spend issue.

 10             MS. FLEMING-WILLIAMS:  Frank, you look

 11   like you want to jump in here.

 12             MR. FLORES:  If I can chime in, I agree

 13   with what the speakers have been saying.  Right

 14   now there are probably about three different

 15   layers of movement happening in and around the

 16   radio industry all of which are changing the

 17   dynamics of where radio fits in and what its

 18   competition is, and combined they've made up at

 19   least over the past say 8 to 10 years or maybe 6

 20   to 8 years this perfect storm for particularly

 21   minority radio.  You have more recently obviously

 22   the economic downturn which has driven down
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 01   valuations of these proprieties.  It's hit the

 02   advertising dollars hard because remember, to take

 03   one example, think of car dealerships and think of

 04   how badly the car dealerships have been hit, so

 05   those advertising dollars are drying up.  What I'm

 06   hearing frequently is the receivables are trailing

 07   longer and longer.  People used to pay in 15 days

 08   are paying in 30 days, people who are paying in 30

 09   days are paying in 60 days so that's then putting

 10   pressure for these broadcasters under their

 11   existing loan covenants.

 12             At the same time you have completely

 13   aside from the recession which I also should

 14   mention that the recession has hit particularly

 15   with the minority audience and I know I can speak

 16   for the Latino audience, it's hit their audience

 17   very hard in the pocketbook.  So at the same time

 18   you have these broader tectonic plates moving with

 19   the entry of all these new vehicles for delivery

 20   of content and there's a perception I think on the

 21   part of the investment community and loan

 22   community that radio is not worth it anymore, the
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 01   capital was always difficult to begin with but now

 02   it's gotten critical as far as the ability to

 03   access capital for some of these existing

 04   broadcasters to keep their operations going.

 05             Then you have as Jim pointed out this

 06   attack going on by service providers whether it's

 07   the Personal People Meter which has dramatically

 08   changed the way a lot of these stations' ratings

 09   are being monitored.  You've got the record

 10   industry trying to impose a performance royalty on

 11   the radio stations.  So they're kind of being hit

 12   in all directions.  But they do have several

 13   things still going for them.  Radio as long as

 14   it's in the dashboard still holds a very, very

 15   valuable place as far as being able to access

 16   their listernership.  Radio particularly with the

 17   example of Spanish radio, many of those listeners

 18   still get their news content information from free

 19   over-the-air radio.  Radio tends to be a first

 20   mover where you have a migrating population in the

 21   late 1990s and early 2000s where you had an

 22   explosion in the Latino population in the
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 01   southeast, in the Carolinas, in Georgia, in

 02   Alabama, also in the Midwest in Ohio, in Michigan,

 03   and frequently radio was one of the first movers

 04   to go into those new communities, frequently AM

 05   radio.  A lot of times it's religious AM radio,

 06   but they're some of the first movers that are

 07   there other than the print media to establish a

 08   hub around which this newly landed migrant

 09   population can create a community to provide local

 10   information and that's an invaluable service, but

 11   it is under attack right now no doubt.

 12             MS. FLEMING-WILLIAMS:  Zemira?

 13             MR. JONES:  I think Frank gave a great

 14   overview and Jim and Candida brought up some very

 15   important points.  I've just come in from the

 16   front.  I've been running radio stations for over

 17   20 years and been in business for 30 and I've run

 18   just about every format in the south, all the

 19   urbans, the news talks, the country, all the rock

 20   formats, jazz, kids' radio, ESPN, so I've seen

 21   what's happening to the business that I live.

 22   What's not unique is that all businesses go
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 01   through these life cycles and we have to remember

 02   that, the introduction, growth and maturity of the

 03   client stages.  Some industries, some companies,

 04   find ways to reset the clock to a new value

 05   proposition and that's what we have to do.  So the

 06   whole idea that radio could die or is going away

 07   just shows that maybe we don't understand that

 08   business life cycles are a very real part of our

 09   economy.

 10             That being said, it is a regulated

 11   industry and so the bottom line if nothing else is

 12   remembered from what I say, the spectrum of radio

 13   needs to be protected because we need that

 14   spectrum protection for a lot of key reasons.

 15   One, with the love of high tech going on right

 16   now, we forget that low tech has equal power and

 17   so high tech and low tech work together to form a

 18   very cohesive bond serving the community and the

 19   economy.  Frank touched on it but I really wanted

 20   to echo what he was saying.

 21             Second, we have to remember how we got

 22   here.  We got here because the business did very
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 01   well.  I'll speak as a small member of the radio

 02   community.  I'll be talking about myself as well

 03   as everyone else.  We enjoyed a tremendous run

 04   with radio and it's a legacy industry.  Here is an

 05   industry that was kicking off 40 to 60 percent

 06   margins for years and enjoying a very exclusive

 07   right to serve the community and we want to

 08   continue that right.  But what we didn't do was we

 09   didn't invest in the future of our medium.  The

 10   medium is ubiquitous.  It is romantic in our

 11   economy.  People have fallen in love with it and

 12   taken it for granted.  What happened was that we

 13   felt it will always be there and because we were

 14   ubiquitous, we are ubiquitous and, yes, we do

 15   still have over 90 percent of our audience still

 16   intact.  Other media can't say that.  So we have

 17   really served our community well in that regard.

 18   But in the last business cycle in the 1990s we

 19   were in that maturity to early decline stage and

 20   one of the things that helped us was once

 21   consolidation was allowed through the telecom bill

 22   it lulled us to sleep.  What we started to do was
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 01   continue that same trajectory, we didn't invest in

 02   the future, we became ingratiated with the legacy

 03   of radio, in love with our past strength and we

 04   didn't plan for our future.  We didn't invest in

 05   it not only from a technology standpoint but in a

 06   human condition we did not retool our own people.

 07             Right now there are sea-level

 08   executives, general managers, salespeople,

 09   promotions people, people on the air who are

 10   serving the community having ingratiated

 11   themselves to the marketplace but they don't have

 12   the skills to compete in today's market.  We are

 13   going to have to reset the clock.  When I was

 14   talking about moving to a new position in the

 15   value chain, if you look at the stress fractures

 16   in our industry, we can do that but it's going to

 17   take a yeoman's effort internally in the industry,

 18   at the Commission to protect the spectrum as well

 19   as reinvesting the profits that are remaining

 20   which are not very much.

 21             I'll say one last thing because you

 22   raised an interesting point about revenue.  Four

�0024

 01   years ago the advertising revenue for radio was

 02   about $20 to $21 billion.  In 2009 most of the

 03   reports that I've been getting and tracking, it's

 04   closer to $13 billion; $13.3 billion was the last

 05   number that I heard.  That is a huge swing in a

 06   4-year period.  So you have stations having

 07   double-digit declines year over year, quarter by

 08   quarter, 20 percent, 15 percent year-over-year

 09   declines from the prior year.  Yes, the covenants

 10   of most of these major groups and small operators

 11   have crashed and burned.  There has to be a major

 12   reset and it takes the financial community as well

 13   as the regulatory community and broadcast owners

 14   themselves.

 15             MR. BROYLES:  As a follow-on to Zemira's

 16   comment, I'm also reminded of another witty quote

 17   by Mark Twain on death.  It was a slight on my

 18   hometown, Cincinnati.  He said, "When I die I hope

 19   it's in Cincinnati because I won't find out about

 20   it for 20 years."  I think that that statement, to

 21   follow-on on Zemira's comment, how small local

 22   radio broadcasters lived in Cincinnati when it
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 01   came to understanding media consumption patterns

 02   of individuals.  When you look at the emerging

 03   technologies of the internet, wireless devices and

 04   all sorts of technology, solely focusing on it as

 05   competition there should have been a little more

 06   effort in terms of collaboration and I think that

 07   if you take a look back in history that that is

 08   one of the big issues of why you see some of these

 09   small and local radio companies struggling now is

 10   that consumers had a major shift in the way they

 11   received information, news, entertainment, it was

 12   a big shift and there was no requisite variety

 13   between how the operators responded to what was

 14   going on in the environment.  I think that you

 15   touched on that with the product life-cycle

 16   matters and that I think is one of the reasons.

 17   I'll talk a little bit more as we get down about

 18   how we thought about those things 12 years ago at

 19   AOL in terms of looking at how consumers received

 20   information.

 21             MR. MONTERO:  I want to say one other

 22   thing.  I agree with almost everything that

�0026

 01   everybody said about the radio business up until

 02   now.  I think that the radio operators got fat and

 03   lazy.  I think they were lulled into thinking that

 04   it was never going to change, that it was always

 05   going to be the same even though they saw that

 06   happened to the print industry with the advent of

 07   the internet with internet users being able to get

 08   anything that's in print free online.  We didn't

 09   think that could happen to us and we were fat and

 10   we were lazy and we weren't innovative enough.

 11             Now I think it's time for us to smell

 12   the coffee.  The good thing about it is that radio

 13   still remains a highly, extremely viable source of

 14   music, news and information.  Frank talked about

 15   Hispanic radio stations because that's the

 16   business that I'm in.  I can tell you that it's a

 17   good business for us because in the eve of the

 18   2010 census and we believe when the dust clears on

 19   that you're going to see even a greater percentage

 20   of Hispanics living in the U.S. mainland and

 21   you're going to see that the marketing power that

 22   we have is virtually still untapped.

�0027

 01   Unfortunately, when budgets are crunched, the

 02   first ones to go are black and Hispanic radio

 03   stations.  That hasn't changed.  The first ones to

 04   go in an economy is the business that we're in.

 05   We're the first ones to feel it.

 06             That dopy movie that was made, that

 07   Austin Powers movie where he claimed he lost his

 08   mojo, I think we lost our mojo.  We lost the

 09   sexiness of what the radio stations are all about.

 10   Now we find ourselves backpedaling and

 11   counterpunching and it's a shame because we're

 12   still as you mentioned before well over 90-percent

 13   penetration in all homes.  You can't get into a

 14   car without putting on the radio.  In Hispanic

 15   communities we are still the primary source of

 16   news and information and language.  So we're not

 17   going away anytime soon.  We just need to look at

 18   the model and say we've got to do it a little bit

 19   differently.

 20             MS. FLEMING-WILLIAMS:  We've heard the

 21   contributing factors of variety, we've heard

 22   consolidation of the industry, we've heard about
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 01   the advertising dollars maybe not being aware of

 02   the some of the sources of advertising revenue,

 03   the life cycle, the loss of mojo, so there are a

 04   variety of contributing factors.  The telecom act

 05   of 1996 should have been a warning bell, a wakeup

 06   call that was perhaps missed by a lot of folks so

 07   that we've laid the foundation.

 08             I wanted to ask Geoffrey if there are

 09   any differences.  You're dealing with sovereign

 10   nations when you talk about Native American radio.

 11   What is their status?  Have they been affected to

 12   the same extent by some of the contributing

 13   factors that have already been laid out?

 14             MR. BLACKWELL:  Thank you.  First I want

 15   to say thank you, Carolyn, Mr. Wade and Mr. Reed

 16   for inviting me to participate.  I am here on

 17   behalf of Loris Ann Taylor, the Executive Director

 18   of Native Public Media.  Unfortunately, record

 19   rain and record snowfall in northern Arizona

 20   conspired against her ability to be able to be

 21   here.  I really appreciate your question because

 22   to continue with this, I'm pinch-hitting for Loris
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 01   and I think to continue that analogy, there are

 02   some curveballs being thrown around the table to

 03   our experience that are a little both difficult to

 04   relate to and very recognizable at the same time.

 05             When you asked the question about why is

 06   it in trouble, in Indian country we think when has

 07   there been a time when we haven't been in trouble?

 08   Native communities with few exceptions are

 09   cyclically impoverished, remote, economically

 10   distressed, low demographic communities that have

 11   significant geopolitical challenges and not just

 12   terrain challenges when you're talking about

 13   deployment of communications.  Certainly Mr.

 14   Winston, Mr. Montero and Mr.  Jones, we can relate

 15   directly to the things that you're talking about

 16   in terms of the changing field, changing

 17   tectonics, the kinds of things that changes at a

 18   national level have significant ripple effects in

 19   remote America.

 20             Certainly I think one way to try to

 21   relate here is something that you led me to,

 22   Carolyn, with your question.  Native broadcasters
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 01   are community broadcasters.  Native Public Media

 02   is a project of the National Federation of

 03   Community Broadcasters and there is a significant

 04   reason for that.  There are very few commercial

 05   stations, with all that having been said about the

 06   challenges of the economy in Indian country, the

 07   34 stations that are members of Native Public

 08   Media are all community licenses.  They are

 09   institutions of tribal governments, of tribal

 10   communities, of Native Nations.  They are anchor

 11   institutions.  Yes, there are challenges, there

 12   are troubles, but when it comes to terrestrial

 13   radio on tribal lands, there is a bright future.

 14   Maybe it's as simple as it's good to be the only

 15   game in town when there are few games in town.  I

 16   said there are 34 stations.  When the Commission

 17   opened its FM noncommercial educational license

 18   window in 2007, there were about 50 applications

 19   from tribal nations doubling the network

 20   potentially in Indian country and many of those

 21   construction permits have already been granted.

 22             We certainly have the same challenges in
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 01   terms of something that Frank said in terms of

 02   accounts receivable deadlines.  They're certainly

 03   getting longer whether your revenue is ad revenue

 04   or whether it comes from a community.  But it's a

 05   time I think when with some of the commonalities I

 06   want to reach out to my colleagues here and say

 07   welcome to Indian country.  Welcome to the

 08   challenges of getting assets to be able to develop

 09   an economy.  That having been said, Native

 10   broadcasters also I will continue in the time we

 11   have to try to relate directly to our discussion

 12   here because these are institutions of

 13   governments, these are institutions.  We cannot

 14   have a step backward.  We can't afford a step

 15   backward in an environment where we have a 5 to 8

 16   percent broadband penetration rate.  It will be

 17   terrestrial radio stations that will help be the

 18   drivers of that new technology, new media, media

 19   2.0.  So some of these problems, it would have

 20   been wonderful to have been ahead of, but others I

 21   think there's some commonality here that's being

 22   experienced by the Native Nations and their
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 01   broadcasters as well.  Thank you.

 02             MS. FLEMING-WILLIAMS:  Thank you.  I'd

 03   like to welcome Mario Armstrong.  He's made it

 04   through the traffic hurdles.  As a reminder, he's

 05   both a radio and TV host, a founder of a number of

 06   organizations and very keenly interested and aware

 07   of the technology and where we are and where we're

 08   headed.  He's the co-founder of a social

 09   networking utility, TechTechBoom.  I just like

 10   saying that.  Welcome.  We were just laying the

 11   foundation and talking about the current status

 12   and I think we've thrown out a lot of the

 13   contributing factors that have led to the current

 14   state of radio.  The purpose of this session is

 15   not to talk about the problems because there are

 16   many.  We want to recognize, and I think a few of

 17   you also touched on the fact, even with all of the

 18   odds, radio is still here.  So we're moving on to

 19   the segment of questions to talk about how radio

 20   still rises even today.

 21             I think some key examples from recent

 22   times is the current national initiative for
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 01   Census 2010.  I hear PSAs.  I think there probably

 02   could be more of them in terms of their ad revenue

 03   for that initiative.  But who else can read the

 04   local community, those folks who would otherwise

 05   not participate at all, except local radio?  I've

 06   heard PSAs, I've heard rap songs, et cetera.

 07   There's nobody who could do that for us but us.

 08             Another example taken from the recent

 09   tragedy in Haiti where there is a small radio

 10   station in New York, Radio Soleil.  I've never

 11   heard of Radio Soleil.  There were the only radio

 12   station or one of the only radio stations

 13   broadcasting throughout the earthquake and

 14   thereafter.  I understand people were lined up

 15   around the block trying to get in to get

 16   information about their loves ones in Haiti.

 17   Those are just two examples of the many, many

 18   examples of why radio must continue and why it's

 19   still relevant.

 20             I think we want to explore how can radio

 21   capitalize on some of these unique abilities and

 22   make the case that they merit investment.  Maybe
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 01   they need to talk about innovative business models

 02   and strategies, but radio has something unique to

 03   offer.  How can that case be strongly made?

 04             MS. MOBLEY-WRIGHT:  I'll speak up

 05   because our company is a beneficiary of Census

 06   2010.  We are placing the local spot radio and TV

 07   as a subcontractor to GlobalHue and one of the

 08   benefits of the limited dollars that are being

 09   spent in minority radio, we're doing black

 10   outreach which includes African American,

 11   Caribbean and Haitian communities, is the ability

 12   to cross-promote on a local level.  So you have

 13   your broadcast, whatever your spot, PSAs, and your

 14   interviews, but then you have the local remotes so

 15   that you can press even deeper into those

 16   communities with local remotes, promotions being

 17   done.  So that creates a whole nother local of

 18   synergy of education and motivation that will come

 19   out of those kinds of campaigns.  That's what

 20   radio offers.  You're doing what we call

 21   grassroots ad well as tree top outreach which is

 22   the kind of campaigning that you'll need to get
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 01   people motivated to fill out their census forms,

 02   so that's a primary example.

 03             MS. FLEMING-WILLIAMS:  Is there a weight

 04   or value when you go in for financing given to

 05   that aspect of local radio?

 06             MR. JONES:  Not really.  If anyone knows

 07   of someone, I'll leave my card.

 08             MS. FLEMING-WILLIAMS:  There's goodwill.

 09             MR. FLORES:  Can I just say something?

 10   The census brings about a kind of special set of

 11   circumstances and I'm going to explain it to you.

 12   As the person who fronts SBS radio stations across

 13   the country, I met with GlobalHue and I met with

 14   Daisy Esposito who is the Spanish end of the

 15   advertising agency that's responsible for placing

 16   some of the local dollars in our markets.  I said

 17   to them I am going to do something over and above.

 18   Why?  Because I think it is incredibly important

 19   for us to get the right read on this.  I think

 20   it's critically important for us to make sure that

 21   our listeners are opening their doors for the

 22   census takers, because as you know, there are so
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 01   many of us who come from so many different

 02   countries, they don't trust the government.  So we

 03   have a problem with that, and that becomes our

 04   problem because if you've got undocumented

 05   individuals who are still buying products and

 06   services, who are still spending a crapload of

 07   money in the economy, but you're not getting

 08   credit for it, we're not getting credit for it so

 09   that marketplace is at a loss there.

 10             I met with them and said we will go over

 11   and above what we would do for any client, but the

 12   proviso is don't expect this for your car

 13   companies or McDonald's.  Don't come back and tell

 14   me you did this campaign for this one.  This is

 15   different.  It is our chance to really make a

 16   difference, and if we can make a difference

 17   demographically to show truly what our audience is

 18   all about, truly how big it is, you know what,

 19   that can only mean more money to the marketplace.

 20             MR. MONTERO:  I agree.  On the census

 21   point, Frank tell me if you agree with this, but

 22   it is commonly believed that the 1990 census was a
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 01   watershed moment for investment into the Hispanic

 02   market, especially the media market, because in

 03   the 1980s when nobody really paid attention to

 04   Hispanic media, Univision was a small sleepy

 05   company being run by Hallmark, and suddenly when

 06   the 1990 census came out it was the first time

 07   that it was predicted that by the turn of the

 08   century the Hispanic market would be the largest

 09   ethnic minority in the country.  It's not a

 10   coincidence that the amount of capital that

 11   started flowing into Hispanic media in the early

 12   1990s in the wake of the 1990 census shot up

 13   dramatically, SBS IPO, Univision IPO, Heftel

 14   Broadcasting IPO.  It just exploded during that

 15   period.

 16             Having said that, will the upcoming

 17   census drive a dramatic change in investment in

 18   Hispanic media or African American media?  I don't

 19   know.  Do you know where you could see it?  Keep

 20   you eye on South Asian media.  You're seeing real

 21   fast growth as radio stations are going to in band

 22   on channel terrestrial digital.  You're seeing
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 01   some of those digital channels and they're being

 02   brokered by Pakistani formats, Indian formats,

 03   East Asian formats.  In New York City you're

 04   seeing real big growth in Russian formats.  If the

 05   census were to show dramatic increases in those

 06   demographics then you could certainly see a

 07   situation where the census drives interest and

 08   investment in markets that perhaps the investment

 09   community didn't have their eye on just like they

 10   didn't really have their eye on the Hispanic

 11   community in the 1980s.

 12             MR. BLACKWELL:  Carolyn, I think one of

 13   the strengths of minority radio regardless of

 14   which sector of the minority community we're

 15   talking about is that it is largely cultural.

 16   We're talking about cultural programming and

 17   cultural broadcasting.  That is certainly one of

 18   the strengths of Native radio is that it it's

 19   cultural preservation, it's cultural exercise.

 20   The 565 tribal Native nations in the United

 21   States, each one has its own unique history and

 22   language and tradition and of the 34 nations that
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 01   have stations, it's not just an exercise looking

 02   backwards, but it's an exercise looking forward

 03   taking these new technological mediums and

 04   utilizing them in a way to create new cultural

 05   practices and new cultural experiences.

 06             In advocating for ourselves in this

 07   place and in other places where we're looking to

 08   collateralize our assets, that is one of our

 09   greatest assets is that we speak with an authentic

 10   voice to our communities.  That is not to be

 11   underestimated.

 12             MR. WADE:  I'm very curious about this.

 13   This is fascinating to hear the dialogue around

 14   the census obviously which is a Commerce effort

 15   that we are engaged in right now.  I'm also

 16   interested, and perhaps Mario can contribute here,

 17   is there anything generational that we can learn

 18   from in terms of the use of online strategies?

 19   During the previous presidential campaign I think

 20   we learned a lot in having been a part of a number

 21   of those conversations on how we use online

 22   strategies, how we engage Generation Xers and
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 01   others and how does that add value in our efforts

 02   to sustain radio as a business and have we made

 03   that transition and shift to what is quite frankly

 04   something we can't avoid?  I'm curious about your

 05   thoughts in that regard?

 06             MR. ARMSTRONG:  First of all, thank you

 07   so much for having me here today and contributing

 08   to this awesome panel of brain and intellect power

 09   that you have here.  As it relates to your point,

 10   you're absolutely right.  When I go out and speak

 11   to the youth of today about technology and this is

 12   across the country and in some places Europe or

 13   Switzerland and Korea, just to give you a sense of

 14   what's going on, I'm pulling up a stream right now

 15   live from a radio station right from my iPhone.

 16   This is an iPhone application and it's going to go

 17   into the programming that's on the air right now

 18   in just a second here.  My point is these are the

 19   devices that the generation is carrying, these

 20   devices and others, and what we are seeing is that

 21   by 2013 the access to the internet is going to be

 22   dominated by these handheld devices and not by
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 01   desktop computers.  So that means we have an

 02   opportunity because we can access the content

 03   anytime, anywhere.

 04             So that opens up a whole other

 05   opportunity that I think has really been

 06   overlooked for quite some time and it's time that

 07   we pay attention to what tools people are

 08   utilizing and where they're utilizing these tools

 09   to get access to the content that they're looking

 10   for.  One thing that I'm not really seeing because

 11   many of the youth today are looking for these

 12   types of programs that could be more geared toward

 13   them on these devices that offer them all types of

 14   opportunities, to share the content, to move it

 15   from one place to another, to be able to save it

 16   and be listen to it later, to favorite it and

 17   share it to a friend, all types of transactions

 18   can take place on these devices when you're

 19   acquiring the content.  But what I'm not really

 20   seeing to a large degree is the mobile application

 21   development of a lot of local and minority- owned

 22   radio stations.  In other words, developing
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 01   applications for these mobile devices.  This is a

 02   total revenue stream opportunity, number one.

 03   Number two, it's an empowering marketing vehicle

 04   for how you can reach these audiences.  So you

 05   take those combinations, and number three, the

 06   analytics that you can derive from what people do

 07   on these devices, what they're clicking on, how

 08   long are they on it, what calls to action do they

 09   engage with, all of these things are very, very

 10   powerful analytics that I would throw up against

 11   PPM any day to challenge whether those analytics

 12   can provide better than what Arbitron and others

 13   are putting out there.

 14             When you see these statistics that I'm

 15   not making up, when you clearly see more and more

 16   people carrying these devices, what I hear from

 17   people that are telling me they're listening to a

 18   program from their favorite station back in

 19   Baltimore but they now live in California, that's

 20   incredible so that they can still remain in tuned

 21   to what's happening locally to the areas that they

 22   care about the most.  So I think the internet
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 01   obviously is really what is the groundwork and

 02   broadband connectivity and adoption is clearly the

 03   issue that we need to get to.  One of the things

 04   that we've noticed if you look at Pew internet

 05   research and others, Hispanics and African

 06   Americans consume more media on handheld devices

 07   than any other ethnicity.  That is an amazing

 08   statistic that we cannot ignore and I'm frankly

 09   tried of us being consumers of it and not creators

 10   of it and I think the opportunity now is for us to

 11   look at creation to benefit.  I think of iM4 Radio

 12   and others that are in that space and I want to

 13   see mobile development in that space.

 14             MR. BROYLES:  To follow-up on what Mario

 15   said, here is a specific example of how when you

 16   look at again the changing media consumption

 17   patterns and its impact on radio, one of the thins

 18   that the internet allows is it allows people to

 19   get information and entertainment in the long

 20   tail.  So you can get to a level of granularity

 21   with respect to entertainment and news that's

 22   impossible via radio or television broadcast or
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 01   any other just because you don't have the

 02   capacity.  For example, it's one thing to say I

 03   like karate.  It's another thing to say I want to

 04   watch Moo Duk Kwan, Tai Kwan Do, Tang Soo Do so

 05   that the internet allows people to really target

 06   very, very pointed areas.  An opportunity exists

 07   for radio.  Radio is going to always relevant and

 08   particularly to local content and that's an

 09   important piece.  What radio operators can do is

 10   drive some of this more granular content onto

 11   their broadband platforms, their mobile

 12   applications if they develop those which could be

 13   done, or websites.  That's just one simple

 14   example.  You see that now where WTOP will say if

 15   you want to hear about this news go to our

 16   website.  On their online presence or their new

 17   media platforms they're empowered to just dig down

 18   deeper and more specific to where consumers want

 19   to get information and that's why Twitter and

 20   Facebook and these other social networking

 21   platforms, they get people very granular

 22   information that you can't get through mass media
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 01   programming.

 02             MR. FLORES:  I also think that we're

 03   closer to it than other media have been in terms

 04   of closer to looking at these things as

 05   opportunities.  In today's "New York Times" they

 06   were talking about the Apple Tablet and in the

 07   lead article it says, "Apple Tablet: Print Media's

 08   Hope for a Payday."  Print media, you want to talk

 09   about an industry that's taken it in the shorts in

 10   the last few years, print media has really been

 11   almost laid to rest.  They're hoping that this new

 12   device which Apple is going to be pitching the

 13   living crap out of is going to be another entrée

 14   for them to get that missing audience that they

 15   lost by being able to charge for content.  What

 16   Eric says is that we're still local content

 17   providers.  We need to bridge that gap between

 18   what's happening especially in the younger

 19   generation.  The younger generation doesn't look

 20   at radio as a viable tool.  They think about it,

 21   they might listen to it, but they'll never admit

 22   they're listening to it.
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 01             MS. MOBLEY-WRIGHT:  It's not cool

 02   anymore.

 03             MR. FLORES:  It is not cool.  There was

 04   an article last week, I think it was in the

 05   "Times" again, and they were talking about the

 06   Kaiser Foundation study.  They were talking about

 07   they did a study from 8- to 18-year- olds.  Some

 08   incredible things were talked about in this study.

 09   Seventy-six percent of 8- to 18-year-olds have an

 10   iPod or an MP3 that they listen to about 2-1/2

 11   hours a day.  The reason why I'm saying this is

 12   when they were talking about how electronically

 13   connected they are to all of these different

 14   devices to get music, information, what have you,

 15   radio wasn't mentioned in this article at all.

 16   Radio was not mentioned once, and I went over it

 17   four or five different times.  Now I find out when

 18   you get into it a little bit more that the 2-1/2

 19   hours of music listening that they're listening

 20   to, 32 minutes is radio.  That was buried some

 21   place but it wasn't in the original article.  That

 22   is a commentary on where we're at.  We're just not
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 01   that especially that 8- to 12-year-old, the 8- to

 02   15-year- old, and we've got to get back there.

 03             MR. MONTERO:  There is definitely a

 04   perception of a problem with radio and it's funny

 05   because it's not cool to listen to radio that you

 06   hear on the part of teenagers and preteens is very

 07   much like what you're hearing from banks and hedge

 08   funds and investment companies.  They're in

 09   lockstep.  Radio is not cool anymore.  The funny

 10   thing is, and this came up last year when I was at

 11   the BIA Financial forecast and I did an informal

 12   poll with my daughters.  I've got a 14-year-old

 13   and I've got an 11-year-old so they're right in

 14   the sweet spot.  I noticed that when they're

 15   sitting in my car that the first thing they say

 16   is, Dad, get that old fogy music off.  I want to

 17   hear in the case of my 14-year-old Hot 99.5.  So

 18   I'm sitting there and I'm thinking to myself this

 19   is the same 14-year-old who says that radio is

 20   really not cool, but yet she knows the frequency,

 21   she knows the format, and then when I talk to her

 22   a little later and she's listening to the songs on
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 01   her iPod, I went up to her and I said, Anita, I'm

 02   just curious.  When you download a song off the

 03   iPod, how do you know which song to download?

 04   Which ones do you get?  How do you find out about

 05   it?  She says, a couple of ways.  Stuff my friends

 06   listen to, but mostly I hear it on the radio.

 07             MS. FLEMING-WILLIAMS:  It's got to be

 08   something cool.

 09             MR. MONTERO:  But here's the thing.

 10   Unless she's sitting in the car and she's not

 11   driving yet, she's not listening to the radio.  So

 12   your point to having the applications so that this

 13   content can get to the devices that they are

 14   plugged into is critically important.

 15             MS. FLEMING-WILLIAMS:  I want to

 16   follow-up that point about the coolness, what is

 17   more cool than more listening to the radio over

 18   the internet?  What is more cool than iM4 radio?

 19             MR. SPEARS:  IM4radio Broadcasting

 20   Network is a direct result of what Mario was

 21   talking about.  The problem is content.  They want

 22   more content.  They're tired of the same five
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 01   songs.  Most people are tired of the same five

 02   songs every 19 minutes.  That's the problem.

 03   People are looking for something different.  I'm

 04   fairly new to the industry.  I've been on -- radio

 05   for 10 years and iM4radio was created 7 years ago

 06   out of the need that people wanted different

 07   content.  We're totally online.  We're not an FM

 08   station and we're not a terrestrial station at

 09   all.  We're not a satellite station.  We're

 10   online, and just like Mario said you can access

 11   online.  There was a teenager who created the

 12   Fstream app or the iPhones so people can tune in

 13   and listen through their phones, so that's where

 14   it is and that's where we are.  We're working with

 15   the census to reach people through their phones

 16   because unlike a radio, you go everywhere with

 17   your phone, to the bathroom with the phone.  Your

 18   phone is everywhere with you and that's where we

 19   are right now.  We have to meet people where they

 20   are and that's the phone.

 21             MR. JONES:  These are excellent points

 22   but I want to make sure that we don't get caught
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 01   up in the moment and forget the lesson that we

 02   didn't get the last time.  Radio is constantly

 03   being talked about as a technology and there is

 04   technology built into the business, but it is not

 05   the technology.  This is one of the distinctions I

 06   think that has allowed to miss opportunities.

 07   Radio has always been a human condition.  It's

 08   always been about the people behind the microphone

 09   and not just the microphone.  An earlier question

 10   was what's unique about radio and urban and

 11   Hispanic radio?  The credibility of radio has much

 12   less to do with the music that's being played, and

 13   has everything to do with the personality behind

 14   that microphone.  They have developed a trust with

 15   the community.  That's why it works.  That trust

 16   is transformative and it can be reemployed into

 17   any platform and extended into any platform, and

 18   that's one of the unique powers that we still have

 19   as an opportunity.

 20             When one of Frank's personalities gets

 21   on the air and say something, anything that goes

 22   on right after or just before what he says or she
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 01   says is much more powerful to that audience than

 02   it is when it's sent out electronically on a

 03   platform.  We are right now as a country enamored

 04   by technology.  We're drunk with it.  It causes us

 05   to miss the deeper value and deeper truth.  When

 06   radio started out as a medium in the 1920s it was

 07   really about the personalities and it continued

 08   that way.  We're really a human search engine if

 09   you think about it.  If you think about the power

 10   of what our medium is, there are hundreds of

 11   thousands of records out there and some

 12   personality, some programmer decides these 40 will

 13   be a hit and they end up being a hit.  What's up

 14   with that?  What happens is the credibility of the

 15   humans behind it and their band presence that

 16   makes radio unique, makes it super local, and

 17   that's what we can export to other media.  Yes, I

 18   believe what Mario is saying is absolutely true.

 19   For example, as for the African American audience,

 20   over 56 percent of them are under the age of 35

 21   and 30 percent are under the age of 18.  They have

 22   long since gone away from the old transistor to
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 01   the new transistor that Mario just showed us.

 02   That is the transistor radio of today and

 03   tomorrow.  This coming year there will be $560

 04   million spent just in mobile advertising and

 05   that's going to grow exponentially.

 06             MR. WADE:  I know we're going to take a

 07   break in just a few minutes, but from a pure

 08   business model and if we're talking about how do

 09   we sustain radio stations today and in the future,

 10   this type of hybrid operation, online paired with

 11   current traditional radio, is that where investors

 12   want you to go and the advertising dollars are

 13   currently?  Frank you talked about this earlier,

 14   isn't this shift absolutely necessary if you are

 15   to sustain yourselves financially from a purely

 16   business model, isn't that what the advertising

 17   and other investors want?

 18             MR. FLORES:  Rick, if you're talking to

 19   a captive audience which I really do believe that

 20   urban and Hispanic broadcasters are talking to, it

 21   is imperative that you embrace the new technology,

 22   you bundle it up, you find some great synergistic
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 01   connections to it and then you sell it back to

 02   them because you're selling back to a marketer or

 03   an advertiser who knows little about your audience

 04   because they're looking at you as the expert in

 05   that.  So why not do all of that?  That's what

 06   we're trying to do.  We're trying to bundle up TV,

 07   radio, internet, bring it all to an advertise and

 08   say you want entrée into this marketplace which

 09   you don't understand and you don't speak their

 10   language and you don't understand the culture, you

 11   don't need to.  We're going to be the bridge to

 12   that and we're going to show you how to do it and

 13   we're going to do this cross-platform kind of

 14   service for you so that you can really appreciate

 15   the dynamics of that marketplace and get

 16   everything that you need to get out of it so that

 17   you do need to go that way.

 18             MR. WINSTON:  May I throw out a

 19   question?  Obviously this a trend that's been

 20   developing over several years and we discuss this

 21   at NABOB conferences quite frequently.  What I

 22   hear from my members because we bring in experts
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 01   to talk about internet platforms for radio, and

 02   what I hear from my members again and again is

 03   that the revenues are not tracking the needed

 04   investment so that the problem you have is that

 05   when you start investing in higher-technology

 06   activities for your radio station, you can't

 07   justify it on a revenue basis.  I was interested

 08   in hearing from Frank and Zemira who have been on

 09   the frontlines there that the large part of the

 10   reluctance of radio to embrace these new

 11   technologies is not because they don't see them

 12   developing and don't understand that they are

 13   there, but the problem is they can't convert that

 14   into revenue sufficient to cover those new

 15   investments and those ongoing operating costs of

 16   having skilled people on staff to operate these

 17   higher-tech functions.  I'd like to get some

 18   response from the guys on the frontline about

 19   that.

 20             MS. FLEMING-WILLIAMS:  Just let me say

 21   that we are being streamed and one of the

 22   questions coming across was who's going to pay for
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 01   the investment.

 02             MR. BLACKWELL:  To answer your question

 03   from the Native perspective, if we don't, nobody

 04   else will, and that goes to the point of who's

 05   going to pay for it.  We are not drunk with

 06   technology in Indian country.  The 1990 census was

 07   a watershed for Indian country because it

 08   demonstrated such an extreme need for

 09   communications.  It illustrated less than a

 10   50-percent telephone penetration rate in Indian

 11   country.  That rose to just under 70 percent in

 12   the 2000 decennial census.  And we have a

 13   broadband penetration rate to run the kinds of

 14   applications and mobile devices we're talking

 15   about that's estimated around 5 to 8 percent.

 16   That comes from discussions among tribal leaders

 17   from across the United States.  So we have an

 18   environment where we're trying to build and

 19   sustain these Native radio stations that are still

 20   very relevant because they are one of the few

 21   games in town.  They do increasingly play a public

 22   safety and homeland security type of role as well.
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 01   But trying to engage a new generation that is most

 02   definitely adaptive, we're some of the most highly

 03   adaptive societies in the history of the world in

 04   Indian country.  We have always used the best of

 05   what we've learned from our neighbors and others,

 06   and that certainly includes modern technologies

 07   and communications technologies.

 08             It is also still an environment that is

 09   so strong culturally that it is a place where word

 10   of mouth can still be very reliable, where the

 11   mother network is still some place where you can

 12   really learn what's going on.  I agree with Mr.

 13   Spears when he says it's all about individualism,

 14   it's about the ability to find and make what is

 15   otherwise being broadcasting chosen for you,

 16   making it relevant to yourselves.  On tribal lands

 17   in order to be able to do that, we have to find

 18   business models that are sustainable and in Indian

 19   country sustainable does not always mean

 20   profitable.  That is why so many tribal

 21   governments themselves have become their own

 22   carriers of last resort, their own providers,
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 01   their own broadcasters.  Nobody else will do it

 02   for them.

 03             There's another significant reason why

 04   we have to engage with new platforms,

 05   internet-based platforms, that reservations and

 06   tribal lands have not always been the easiest

 07   places to live, the best place to find a job, the

 08   best place to educate children or raise your

 09   family and we have significant urban and suburban

 10   native populations.  Just as Mr. Armstrong was

 11   saying, how do I stay in touch with my people back

 12   in Baltimore?  It's the same exact question for

 13   tribal people, how do we stay back in touch with

 14   folks who are at Rocky Boy out on Navajo or where

 15   my family is from in Oklahoma or Nebraska?  I look

 16   forward to the time where we're going to talk

 17   about business models because we've done some

 18   studies.  Native Public Media and the New America

 19   Foundation has done a study that has proven some

 20   fundamental truths that apply in this environment

 21   but I'll wait until that time.

 22             MS. FLEMING-WILLIAMS:  I'd like to get
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 01   any more thoughts on who's going to pay and then

 02   we're going to take a break.

 03             MR. JONES:  Growth is what the investors

 04   are looking for.  They want to be sure that they

 05   can get three times plus out of it whether they're

 06   a debt or an equity player and radio hasn't been

 07   able to in the current model to demonstrate that.

 08   Radio has obviously been going in the other

 09   direction.  But there's a reset opportunity and

 10   embedded in the noise, one of the things that

 11   we're seeing is that we've gone in the 1970s from

 12   I would say broadcasting to target marketing to

 13   niche marketing to one- to-one marketing to now

 14   it's nanomarketing.  There was a new MIT study

 15   that just came out that was saying how this

 16   nanomarketing and advertising is starting to show

 17   diminishing returns on profitability to the

 18   advertisers.  It's already starting that we have

 19   gotten to minute in our targeting that the ROI is

 20   not as lucrative as it was just 18 months.

 21            We also see I think a big truth coming in

 22  that says hope for radio and that's in Twitter.  We
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 01  all can get information on the internet ourselves.

 02  Just about anything we ca want we can find

 03  ourselves.  We don't need anyone else anymore

 04  thanks to Google and others.  But if I want to

 05  follow you, Rick, there are thousands of people who

 06  would like to follow you and do what you say just

 07  because you put it out there because credibility is

 08  much more important just access to information and

 09  that's why radio has always had a real power.  So

 10  using technology to export that not only in

 11  traditional over the air but combine that with new

 12  technology online as Mario was talking about is a

 13  great combination.  That tension is coming back.

 14  That's why you're seeing people following people

 15  and not just going out using technology for

 16  information and using that to monetize and

 17  switching to new models that I'm sure we'll talk

 18  about will give radio an opportunity for a

 19  renaissance.

 20             MR. FLORES:  I think we've come around

 21   full circle.  We started by talking about the

 22   problems that minority and local radio stations
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 01   have when we talked and the tough economy, we

 02   talked about the rating services and how they've

 03   affected us.  Now we get down to the nitty- gritty

 04   in terms of how do we expand our business, how do

 05   we stay viable in the face of all of this new

 06   technology.  I'm not from the south unless you

 07   call the South Bronx the south, but they have a

 08   saying that says it's hard to think about draining

 09   the swamp when you're up to your ass in

 10   alligators, so most of us are up to our asses in

 11   alligators.  We're trying to see what it is that

 12   we could do to survive year to year while still

 13   trying to expand our business, while still trying

 14   to say we want to be viable and profitable in the

 15   year 2015, so how do we get there?  Right now on

 16   this present course, the way the old model was

 17   isn't going to work.

 18             MR. SPEARS:  I think what has to happen

 19   is that people really have to pay attention to

 20   like Mr. Winston said what's out there?  Who's

 21   doing this new style of radio?  People, the

 22   gatekeepers, the powers that be, have to listen to
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 01   new ideas.  You have a broadcasting network, you

 02   have individuals such as Mario who's working with

 03   youth.  They know exactly what's going on.  We

 04   have our finger on the pulse.  The station has

 05   been around for 7 years.  Like I said, we don't do

 06   any terrestrial streaming.  We're totally online.

 07   We have 106,000 listeners on a budget of less than

 08   $10,000 per month for 6 years.  It's time for

 09   people to pay attention to what's already here.

 10   It's here.  We're doing it.  Mario is doing it.

 11   People have to pay attention.

 12             MR. ARMSTRONG:  I'd like to piggyback

 13   off of what Cleveland is saying, and just so it's

 14   clear, I live in so many different areas of

 15   content generation.  Just to give you a quick

 16   understanding, I'm weekly on CNN delivering

 17   content for them, I'm on satellite radio

 18   delivering content for them, I'm on NPR, Public

 19   Radio which is not commercial radio as we know,

 20   then I'm on KOIS with Russ Parr, I'm on Tom

 21   Joyner, then we're on the internet, and then I'm

 22   doing podcasting.  My point with saying all of
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 01   this is that I get to see so many different models

 02   and so many different uses and adoption and

 03   techniques that it's interesting that I can't

 04   foresee how radio can survive if it does not go to

 05   a hybrid model.  When you ask the question who

 06   needs to pay, there's a lot of confusion.  You've

 07   just heard some stats and figures from someone

 08   who's doing it.  There is a lot of confusion and

 09   misperception as to what it costs to make these

 10   types of things take place and I think we get so

 11   focused on how much money is it going to take.  I

 12   understand the issue that we need to generate

 13   revenue, but at what point do you reinvest in

 14   yourself to say we need to change?  No one else is

 15   going to do it for us.  There are grant

 16   opportunities that these stations don't go after

 17   because they haven't really looked at that

 18   particular model.  But when you look at that, I

 19   cannot foresee why when the cost of entry is

 20   really in practicality so low to get engaged.  The

 21   answers that you hear back will be we don't have

 22   the staff.  I get that and I've met with some of
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 01   those folks and I understand it, but have the

 02   really, really researched what it takes to pull it

 03   off?  And are we talking about a whole overhaul or

 04   are we talking about a phased approach?  Are we

 05   willing to experiment with our medium to find new

 06   ways to develop new programming?  We've heard

 07   personalities, we've heard that drive content,

 08   we've heard local, we've heard focused, all of

 09   those things.  We are seeing more rock stars on

 10   the internet today when some of the multimillion

 11   people who we are paying for these radio shows.

 12   Why is that?  Because of some of the things that

 13   Zemira just pointed out.  People want to follow

 14   people who have great content, not necessarily

 15   personality-driven stuff anymore.  Obviously

 16   personality works well and you need that for

 17   entertainment purposes to some extent, but the

 18   content trumps that and rises above all that.

 19   People will listen to a more horrible podcast

 20   before they listen to a well-invested radio show

 21   that they do not like and that's just the reality.

 22             I have people who are taking devices and
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 01   bypassing the radio in the car.  They're bypassing

 02   radio.  They don't even think.  IPod, bypass.

 03             MS. FLEMING-WILLIAMS:  On that point,

 04   Mario, I think you've set us up to take a little

 05   break.  We can think about how we can get folks

 06   back on the track and not bypassing radio in our

 07   next segment.  Let's take about a 10-minute break.

 08                  (Recess)

 09             MS. FLEMING-WILLIAMS:  We've laid the

 10   foundation and we've talked about what works and

 11   what doesn't work, and now we're on the precipice

 12   of the future and the future is now.  In the

 13   entertainment world we've heard about so- called

 14   collabos, artists will team with other artists to

 15   extend their reach into a new demographic or to

 16   expand their sales, et cetera.  This is a concept

 17   that we think that others in the media should

 18   think about.  We've talked about it generally when

 19   we've talked about hybrids between traditional

 20   radio and some of the new platforms and new

 21   country technology.  I want to kick off this part

 22   of our session with are there examples of
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 01   broadband's use today?  What are radio stations

 02   doing today to engage in new technologies and new

 03   platforms?  What examples are out there?  I know

 04   it's not a hybrid, but certainly we have the

 05   example of a purely streamed network and maybe,

 06   Cleveland, you can talk about your formatting.

 07   What's a typical programming session or

 08   programming for iM4 radio?

 09             MR. SPEARS:  The typical radio is very

 10   different from what you normally would see on

 11   regular radio.  We run off of a TV schedule.  Our

 12   on-air personalities are not on the air every day

 13   4 hours a day which enables us to be able to

 14   provide fresher content.  People pay attention a

 15   little bit more with our on-air personalities.  We

 16   have about 34 right now out of our Largo location.

 17   That can be everything from soul music to talk to

 18   rock, everything, we pretty much play it and

 19   that's what people are paying attention to.

 20             MS. FLEMING-WILLIAMS:  Mario, what are

 21   you seeing that's happening today?

 22             MR. ARMSTRONG:  Beyond what I've already
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 01   mentioned earlier?

 02             MS. FLEMING-WILLIAMS:  You can reiterate

 03   all of that.  You have some radio stations who are

 04   engaged in using some other platforms.

 05             MR. ARMSTRONG:  Absolutely.  You have

 06   radio stations using more and more different

 07   platforms, but what I'm seeing and I mentioned

 08   this earlier and I think is definitely a solution

 09   as something that we should start to focus on and

 10   is the mobile development of our content.  What I

 11   mean by that is either making our websites mobile

 12   or making applications made of applications.

 13   There's a difference between the mobile web and

 14   making your website accessible on a mobile device,

 15   and a clear difference in creating an app that has

 16   a set of features and functionality that runs on

 17   these types of mobile devices.  I think as we

 18   pointed out earlier, ad spending is increasing in

 19   the mobile space.  Zemira pointed out some

 20   specific figures.  I've spoken with some of the

 21   companies that do advertising or help companies

 22   advertise their brand on mobile devices and that
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 01   is clearly growing.  If you look at the recent

 02   events, albeit a disaster of the event that it was

 03   with Haiti, you saw an empowerment of people using

 04   their mobile devices to get engaged.

 05             Why I'm saying that is because that's

 06   also setting the stage for micropayments, it's

 07   also setting the stage for people being

 08   comfortable using their phones to make financial

 09   transactions whether that be consuming content or

 10   donations.  So I think we're at that tipping point

 11   and we need to take advantage of the fact that our

 12   audiences, Native American, Hispanic or Latino and

 13   African American are using these devices more so

 14   than others on the mobile web and capitalizing on

 15   the adoption of us as content providers leveraging

 16   these tools.  So I think from that perspective I'm

 17   seeing specific examples like NPR which has an

 18   iPhone application that is a specific app that

 19   they've created.  Then I've seen smaller stations

 20   like WTMD in the Baltimore market create its own

 21   iPhone application and we're talking probably

 22   about $4- to $5,000 iPhone app because I know we
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 01   went through some hard figures.  Obviously these

 02   things can go to $20- or $30,000 depending on the

 03   functionality of what we're looking for.  But you

 04   can get into the game of mobile streaming and

 05   mobile content providing for under or around 5K.

 06             MR. WINSTON:  May I ask a question?  As

 07   I expected, I was going to learn a lot here.

 08   Mario, when you say create an app I assume when

 09   you said that somebody created an app for the

 10   iPhone it's one of these situations where you go

 11   to the iPhone store and you download that app.

 12             MR. ARMSTRONG:  Correct.

 13             MR. WINSTON:  Why would each station

 14   need to create its own app?  I thought you were

 15   saying that there was an app and that you could go

 16   to the Apple store and get and then your station

 17   could access that app and be accessible to the

 18   world.

 19             MR. ARMSTRONG:  What I'm saying is that

 20   each station should create its own defined

 21   application unless you have an ownership group.

 22   Then it makes sense for the ownership group to
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 01   look at creating one application where you can

 02   access all the different stations that it owns.

 03             MR. BROYLES:  Jim, you could think of

 04   the app like a low-power television station.  It's

 05   solely targeted to your programming and it would

 06   be an app.  I concur.  The mobile app that we

 07   built for the product that my company is launching

 08   later this quarter, we spent about $50,000 and

 09   that's a complex technology where we're close to

 10   seven figures for the web-based application, but

 11   for the mobile we spent about $50,000 and it's

 12   very complex.  It's going to show how everyone in

 13   the world is connected.  Whether you are in our

 14   system or not, it maps it out.  So you and I meet

 15   and we punch in each other's name, that

 16   application as complicated as it is, although it

 17   piggybacks, it's API to our more expensive

 18   web-based application, it still was a $50,000 app.

 19             MR. ARMSTRONG:  API is an application

 20   program interface.

 21             MR. BROYLES:  Thanks, Mario.

 22             MR. ARMSTRONG:  At the end of the day
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 01   it's a snippet of code that you place onto your

 02   application.

 03             MR. BROYLES:  You can tell the

 04   professionals here.

 05             MR. ARMSTRONG:  I just wanted to make

 06   sure it was clear.  I thought your point was well

 07   raised and I just wanted to make sure.

 08             MR. MONTERO:  I've heard several

 09   stations or station groups within a particular

 10   market looking to create their own micro social

 11   networking site within the given market where

 12   people sign up.  Many stations as you know already

 13   will frequently have Facebook groups or Twitter

 14   feeds either from the station or the part of their

 15   on-air personalities, but they're creating social

 16   network sites that may be unique to San Antonio or

 17   some place like that and will have feeds of

 18   activities of interest within that given community

 19   tying into the station and maybe having a live

 20   feed from the station.  But they also tie into

 21   their advertisers and not just banners or links to

 22   the advertisers' websites which, Mario, as you
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 01   pointed out is great, immediate feedback to those

 02   advertisers of who is coming to their site and how

 03   they're getting there because they're getting

 04   there from the social networking site.

 05             But they're also using it as a vehicle

 06   to be able to print or download anything from

 07   coupons for those advertisers, concert ticket

 08   giveaways, be the fourth caller.  You don't go to

 09   the station anymore.  If you're the fourth caller

 10   you just download the tickets right from the

 11   social networking site and you may have to

 12   subscribe to the social networking site because

 13   some of those activities are only available to

 14   those who are participating in the social

 15   networking site which pulls them in even that much

 16   more.  And then taking that social networking site

 17   and creating an app so that you can download it

 18   onto your iPhone or your PDA and be able to access

 19   it or download podcasts with the audio off of your

 20   PDA.

 21             MS. FLEMING-WILLIAMS:  Does that make a

 22   case for some of the big ISPs like Comcast or
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 01   Verizon or even the big search engines like Google

 02   or Yahoo to make an investment in these sorts of

 03   collaborations?  Is that part of a case to be made

 04   for investment?

 05             MR. ARMSTRONG:  There's a case to be

 06   made if they want to make some money.

 07             MS. FLEMING-WILLIAMS:  Is there a

 08   because incentive for them?

 09             MR. ARMSTRONG:  That's what I mean.

 10   There's a case to be made because of if you look

 11   at the lack of broadband adoption in this country

 12   and there's a bunch of other things that need to

 13   be dealt with and I know that we already have an

 14   FCC plan and this February we'll be hearing more

 15   about that National Broadband Plan.  Right?

 16             MS. FLEMING-WILLIAMS:  Or thereabouts.

 17             MR. ARMSTRONG:  What was that?

 18             MS. FLEMING-WILLIAMS:  Yes.

 19             MR. ARMSTRONG:  I'll keep my comment

 20   really short and brief on this.  The point is

 21   absolutely because you have areas of the country

 22   that they can say what they want, but the
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 01   providers have not decided to go into certain

 02   areas because of certain types of infrastructure

 03   that's not available or that needs to be built out

 04   and there's a significant cost to doing that

 05   construction and I get all that.  And when you

 06   have a certain amount of houses or a certain

 07   population that they don't really foresee possibly

 08   as a money-generating revenue scenario, they call

 09   it redlining.  I'm not suggesting anyone is doing

 10   that, but it's just weird to me that we don't have

 11   full broadband adoption across the country

 12   accessible.

 13             What that does bring into play though is

 14   something that we need to look at as a solution.

 15   Forget the wired.  Why aren't we thinking about

 16   wireless?  For example, 4G or YMAX technologies or

 17   evolutions of even what you hear a lot about, 3G

 18   technologies.  I was just at CES 2 years ago and

 19   so this is actually in just this last year, but

 20   the one thing I want to share with you is internet

 21   in the vehicle will be here and is here to some

 22   degree, but will be here in the mainstream very
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 01   shortly.  The pieces of the puzzle are there.

 02   Once you have something like YMAX, and for those

 03   who do not know, that is like a 30-mile-wide

 04   radius of a WiFi hotspot.  So imagine being able

 05   to drive around your city and have that type of

 06   connectivity without dropping that connectivity.

 07   You could not be tuning into frequencies.  You

 08   could be tuning into internet addresses on the

 09   dial in vehicles coming.

 10             MR. SPEARS:  Just add to that, actually

 11   that's happening right now.  We've got a young

 12   people who are figuring out a lot of things at our

 13   station and what we're doing is a little mechanism

 14   that we have right here.  You're probably familiar

 15   with it.  This is plugging into a phone.  Some

 16   cars have auxiliary jacks right now in their cars

 17   so people are able to listen in their cars through

 18   a simple auxiliary jack plugged into their phone

 19   into the car so our station and other stations are

 20   able to be listened to right now just from

 21   something that simple.

 22             MS. MOBLEY-WRIGHT:  Carolyn, the point
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 01   that you left off with before we took our break,

 02   that question was never really dealt with.  You

 03   asked who is going to pay for it?  In listening to

 04   what Mario said with regard to the Googles, the

 05   Yahoos and the implications of broadband as they

 06   enter into these communities and that whole idea

 07   of redlining that you threw out there, where is

 08   the value in the investment?  When you look at

 09   e-commerce and when you look at the numbers that

 10   are always being thrown out with regard to

 11   minority populations and all of that, why wouldn't

 12   the Googles and Verizons, et cetera, want to make

 13   those investments also?  Mario just threw it out

 14   there so quickly, but there are grants that are

 15   available.  Not to beat up on our government

 16   again, but there's a woman, Linda Smith.  I'm

 17   going to quote her from the book "Who Moved My

 18   Cheese" -- the new cheese is government cheese and

 19   it's green now.  There is money available and the

 20   problem is that we don't know how to access those

 21   grants and get that information so that the

 22   station owners can take advantage of perhaps money
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 01   that the federal government makes available.  But

 02   if a case can be built for those investors whether

 03   it's the federal government or whatever for

 04   eCommerce as good corporate citizens for the

 05   educational aspects of broadband, it seems to me

 06   that the investment opportunities should be there

 07   for those who are brilliant enough to put those

 08   packages together to include those elements it

 09   would seem to me.

 10             MR. BLACKWELL:  The because opportunity

 11   is the ability to reach the majority of Americans

 12   who are not served by mainstream media in the

 13   Native American context.  In many places tribal

 14   nations are local drivers of economies because of

 15   their unique status and the unique types of

 16   businesses that they can engage in and the fact

 17   that they make good local partners for economic

 18   drivers.

 19             I'm of the opinion and I agree with

 20   Mario and Cleveland have said.  I think that

 21   there's going to be a point in time of where

 22   they've led us in this discussion.  There's going
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 01   to be a point in time where this amazing explosion

 02   of technology is going to come back around full

 03   circle to where people are looking what is the

 04   good content?  What is the actual content?  What

 05   is the authentic content?  I'm a reluctant early

 06   adopter personally.  I tend to fall in love with

 07   devices.  I'm very envious with what's going on

 08   over here on the table.  But when I find something

 09   that works, I'm constantly looking for who is

 10   reporting on this the best?  Who's telling the

 11   best story?  Who's actually digging into this and

 12   getting the information to me.  That goes from all

 13   sorts of different news sources that come into my

 14   household.

 15             It is also an environment in Indian

 16   country because of the lack of basic services,

 17   it's the ability of these companies some of which

 18   you mentioned to get in on the ground floor in the

 19   creation of the backbone of a network that will be

 20   a new economic driver for rural America.  And

 21   there is precedent.  I wanted to bring the group's

 22   attention to a study that I mentioned earlier.
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 01   This is the first ever study on broadband in

 02   Indian country.  It was undertaken by Native

 03   Public Media and the New America Foundation.  It's

 04   entitled "New Media Technology and Internet Use in

 05   Indian Country: Quantitative and Qualitative

 06   Analyses."  The discussion at this point, we've

 07   led up to what's the value proposition?  What's

 08   the business model going to look like if we're

 09   using terrestrial radio as the backbone branching

 10   off into new media platforms and what role do the

 11   big majority firms, bit search engine firms or

 12   others, play in this?  One of the fundamental

 13   truths of tribal lands is a real lesson in demand

 14   aggregation for broadband use.

 15             The other that we're never going to

 16   succeed in a national census is sheer numbers.  We

 17   have a very low population base in remote America,

 18   so for any communications service to survive or to

 19   even approach profitability, it has to aggregate

 20   demand, and Native Public Media and the New

 21   America Foundation in their study here lays out in

 22   many places in Indian country where that demand

�0079

 01   aggregation has begun with anchor institutions,

 02   the anchor institutions that are unique to our

 03   insular communities, our governments, our

 04   educational institutions, or health and safety and

 05   welfare institutions.  In many places those radio

 06   stations are regarded as one of those institutions

 07   in nation building in trying to bring together the

 08   demand for a critical infrastructure in certain

 09   places.  There's a very good example of what you

 10   were talking about, Mario, the creation of an app

 11   or a new platform.  The Coeur d' Alene tribe in

 12   northern Idaho is a very good example of how

 13   certain federal programs have been utilized

 14   aggregating demand building off of a community

 15   technology center now growing into a

 16   residential-based service that has a media

 17   component to it.  A couple of years ago they

 18   launched a native YouTube called Rescast, and

 19   that's res as in reservation and not resolution.

 20   It is a very good example of the type of

 21   authentic, true content programming that will be

 22   relevant.
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 01             One thing that's fascinating about

 02   Indian country is that it is fascinating.  Anytime

 03   somebody makes a movie or does a report or

 04   program, "Dances With Wolves" is off the chart in

 05   terms of people who attended wanting to learn more

 06   about it.  We've got a culture that is entirely

 07   engageable by these new technological mediums.

 08             MS. FLEMING-WILLIAMS:  When you talk

 09   about the new technology and how it's being

 10   incorporated, we want to make sure that if there

 11   are things that the government can be doing to

 12   advance or to eliminate or reduce if there's a

 13   market entry barrier.  For instance, someone has

 14   suggested that the copyright laws may act as a

 15   barrier and radio stations have to pay the costs,

 16   they're too cumbersome of they are laws that

 17   restrict how they can stream content, how they can

 18   use content.  I'd like to step back for a moment

 19   to see if there are any institutional or

 20   regulatory or statutory barriers there that the

 21   government could look at as a way of advancing and

 22   opening new markets.
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 01             MR. MONTERO:  I couldn't agree more.  I

 02   think a major problem for adaptation of the

 03   internet as an alternate means to deliver

 04   real-time content over the internet has been the

 05   copyright laws.  As Jim pointed out, who's going

 06   to pay for it?  It's not just paying out the

 07   infrastructure needed for the delivery, but it's

 08   also paying these additional copyright royalty

 09   fees.  Where you saw this in fact, as many of you

 10   know, in the past year there was a proposal or a

 11   bill on the Hill that would have required radio

 12   stations to pay performance royalties for

 13   over-the-air broadcasts and there was a huge

 14   concern about that because with the radio industry

 15   being in the state that it is that having to pay

 16   that performance royalty on top of the royalties

 17   that they already pay to the composers of the

 18   music under AFCAP and BMI and Publishers and SECAC

 19   that it was going to be the straw that would break

 20   the camel's back.  It was pointed out that

 21   stations already pay royalties for streaming.  Why

 22   shouldn't they pay royalties for over-the-air
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 01   broadcasts?  My response to that is it is

 02   precisely the royalties for streaming that is

 03   preventing many stations from streaming at all.

 04             MS. FLEMING-WILLIAMS:  Maybe that's an

 05   area that really needs some intense study and

 06   maybe a proposal in terms of modifications to the

 07   existing copyright laws.

 08             MR. MONTERO:  I certainly thing so, and

 09   I would be inclined to think that many of the

 10   radio broadcasters sitting around this table would

 11   agree.

 12             MR. JONES:  I would agree.  I can tell

 13   you that that was one of the major hindrances in

 14   our investing in advancement in the 1990s.  We

 15   looked at it and said we would like to be there,

 16   but we can't afford to be there.  And the

 17   ambiguity that was around what could come up in

 18   the future, there was too much risk in getting

 19   into the internet.  But I would like to say that

 20   the OCBO has a great opportunity to broker a

 21   partnership.  Radio has credibility that's

 22   unmatched and that's why we aren't losing the
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 01   audience that other media is losing.  What we

 02   don't have is the dexterity of broadband.

 03   Broadband in minority communities doesn't have the

 04   credibility.  So here you have one entity without

 05   the credibility and the other one without the

 06   technology.  If we put them together and having

 07   strategic partnerships, radio can help adoption

 08   rates exponentially.  Radio can be a great

 09   salesman for doing that because in African

 10   American communities in the United States, one of

 11   the problems with adoption is there's no

 12   credibility.  Why should I buy into it?  It hurts

 13   our whole economy in the community because

 14   broadband is one of the pathways to education,

 15   broadband is one of the pathways to employment, et

 16   cetera.  So it becomes in the public interest to

 17   help radio be a champion for broadband and also

 18   that can be part of the funding opportunity to

 19   help radio make that transition from where it is

 20   now.

 21             I want to make sure that not only people

 22   but people listening why it's so difficult to make
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 01   that transition.  I'm a big fan of Mario's.  I was

 02   part of a company that invited Mario to be in one

 03   of our operations early on to bring talent, and

 04   you're going to hear a lot more from young men

 05   like Mario.  One of the challenges was Marion

 06   wasn't in the room, we had these meetings in

 07   boardrooms and on the seventh floor of Radio One.

 08             MR. ARMSTRONG:  They wouldn't let me in.

 09   I was knocking on the door.

 10             MR. JONES:  You didn't read the email?

 11   The challenge here is that 4 or 5 years ago radio

 12   was at $20 to $21 billion.  It's now at $13

 13   billion.  That's all radio.  Black radio is even

 14   worse than that.  I want to make sure we get this

 15   because it has affected the Native American

 16   community as well as the Latino community in the

 17   same ways.  You had the economy and then you have

 18   the Personal People Meter which really was a

 19   dragon slayer and it really hurt urban radio even

 20   more because 100 rating points that we're selling

 21   under the diary model shifted to 70 rating points

 22   so that an advertiser who was buying 100 ratings
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 01   before, all of a sudden for that same audience the

 02   measurement says you only have 70 rating points so

 03   I'll just reduce your budget.  It wasn't 70 rating

 04   point.  It was the same audience.  But the

 05   difference was like if you're driving a car and

 06   you're driving 70 miles an hour because you're

 07   going by miles per hour and then all of a sudden

 08   you go to Europe and you're driving at 125 and 125

 09   kilometers is equal to 70 miles an hour.  That

 10   same speed is just a different measurement but the

 11   ad community did not look at it that way and they

 12   discounted urban radio.  So now urban radio is

 13   fighting just to keep the bank away and it can't

 14   invest in its future because it's fighting for

 15   survival every day.  So it can't hire the young

 16   bright minds like the Marios that it wants to hire

 17   because it can't afford it.  And because we see

 18   it.  I asked the CEO of Google about 5 years ago

 19   what do you think we should do if you were in my

 20   place running radio and not where you are not but

 21   knowing what you know?  He told me I'd hire young

 22   people.  At the time I understood it
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 01   intellectually but I only got it emotionally about

 02   3 to 4 years later.  That was the most brilliant

 03   single thing he could do.

 04             Public Radio is further ahead than

 05   commercial radio.  Public Radio gets it.  Maybe

 06   they're smarter than us.  I'm going to try to make

 07   some calls later.  But I've been studying what

 08   they're doing and it's fascinating.  It's a

 09   glimpse of what commercial radio is doing and

 10   later we can talk about some of those models, but

 11   that's a glimpse of it.  It's just that we see

 12   some models we can execute.  There are companies

 13   that are creating apps for mobile for mobile right

 14   now and for radio right now.  I think Fred Jacobs

 15   Media has one that's excellent for it.  They just

 16   launched a brilliant app for C-SPAN that

 17   catapulted C-SPAN about 3 or 4 months ago.  So

 18   there are a lot of new things are going that are

 19   very interesting, but we can't get there from here

 20   as broadcasters.

 21             MS. FLEMING-WILLIAMS:  What can

 22   commercial radio learn?  Are there things that you
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 01   can learn from the NPRs of the world?

 02             MR. MONTERO:  It's interesting that you

 03   mentioned NPR because you're right, NPR is ahead,

 04   but NPR is a content provider.  NPR doesn't own

 05   radio stations.  They have affiliates, but because

 06   they don't own radio stations, they're like PBS

 07   that doesn't own TV stations.  It was easier I

 08   think for them to see that this is just a pipe.

 09   These radio stations that are affiliated with us

 10   are just one of many pipes and so they could see

 11   the big picture of we have to look for other pipes

 12   or we have to always be making sure our content

 13   whether it's in the form of an app or what have

 14   you is constantly on the cutting-edge pipes,

 15   whereas many existing minority radio broadcasters

 16   whether it's Radio One or whether it's SBS, they

 17   own their radio stations and they have content.

 18   Increasingly I think you're going to start pushing

 19   the envelope, we already are, of what is radio?  I

 20   could ask this question about TV.  What is TV?  If

 21   you have a TV station and you have local content

 22   on your TV station but the vast majority of your
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 01   viewers are getting you over cable, are you a TV

 02   station or are you a cable channel?  Does it

 03   matter?  Is it really all about the content or is

 04   it about the FCC license that you have to have to

 05   broadcast over the airways?

 06             MS. FLEMING-WILLIAMS:  I think Jim wants

 07   to respond to that.

 08             MR. WINSTON:  Frank has just put his

 09   finger on the dichotomy that you live with if

 10   you're a broadcaster which is that you have

 11   content to provide but you also have a fixed cost

 12   of that tower, that studio, those monthly electric

 13   bills to broadcast.  So the problem is that from a

 14   consumer viewpoint, they don't care how they

 15   receive your content, but you bought a radio

 16   station, you went to the bank and you borrowed X

 17   amount of money and you gave them a business

 18   model.  The model said I need to spend X amount of

 19   money every month to maintain the hardware, I need

 20   to pay X number of people every month salaries to

 21   keep the content flowing out of the hardware, and

 22   those costs are fixed.  So when the industry
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 01   changes and the value of your pipe goes down and

 02   the advertisers are paying you less for the value

 03   of the pipe, the costs of the pipe don't change

 04   and that's the problem.  Yes, we can take the

 05   content and put it on other platforms, but we

 06   bought a business model that says this is the

 07   amount of revenue that has to come in to maintain

 08   the pipe and that's the situation we're in.  We

 09   can't lay off the engineers and the people who

 10   make the pipe work and that is why looking at

 11   other models, if they produce less revenue to

 12   sustain the pipe they're not the answer.

 13             MR. MONTERO:  The paradox is the fact

 14   that it's frequently this increasingly

 15   depreciating pipe that's the one asset that the

 16   lender wants to look at it because if you go to

 17   him and you said I want a loan, what's the

 18   collateral?  What can I secure this loan with?

 19   It's an internet site.  It's content.  That's all

 20   well and good, but I want a piece of real estate,

 21   a studio and a tower, and to the extent that I get

 22   an FCC license so that at least I have something
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 01   that I can sell if you don't pay your loan off.

 02   Frequently for the broadcaster it is those

 03   tangible assets that enable what little money

 04   that's coming in to come in.

 05             MR. JONES:  And the most tangible asset

 06   of all of those is the stick value of the radio

 07   station and that's being devalued by the

 08   investors.

 09             MR. MONTERO:  Right.  The signal.

 10             MR. JONES:  They no longer recognize the

 11   stick value at the same rate that they did just 5

 12   years ago.

 13             MR. BLACKWELL:  At what point does that

 14   cause you to reevaluate what's being put through

 15   the pipe?

 16             MR. WINSTON:  The problem is it's not a

 17   content issue, that's the problem.

 18             MR. BLACKWELL:  It never becomes one?

 19             MR. WINSTON:  I don't think that you can

 20   say to X radio station in Washington, D.C. you're

 21   playing these songs and you're generating this

 22   much advertising revenue from this much audience.
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 01   If you stop playing these songs and play this

 02   content over here, your revenue is going to go up

 03   because there's no model to support that.  Radio

 04   has been doing X number of things on different

 05   formats for X number of years.  They've tried a

 06   variety of different formats.  Certainly if you're

 07   an Hispanic station or a black station, you've

 08   only got expertise in that particular format so

 09   you can't say the content needs to change

 10   radically in a way that I'm not an expert in dong.

 11   So if the content is going to stay the same and

 12   the revenues are going to decrease and I still got

 13   to pay the same amount to run the station, the

 14   problem is my fixed cost plus what I owe to the

 15   bank because the bank and I got together and we

 16   said this is what we can expect in revenues, this

 17   is the costs we've got, this is what the loan is

 18   going to run.  So when the revenues change and

 19   those fixed costs don't change, then you and the

 20   bank are at loggerheads.

 21             MS. FLEMING-WILLIAMS:  Suppose you could

 22   talk about you not only have your fixed model but
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 01   you have expanded eyes and ears because you now

 02   are on different platforms and you're expanding

 03   either your demographics or your reach within a

 04   certain demographic because now your station is

 05   accessible on a cell phone?  One of the digital

 06   applications that has been talked about here at

 07   the agency is FM chips in the cell phone.  I think

 08   Mario mentioned that as well.  It's been talked

 09   about mainly in the context of public safety and

 10   homeland security and I think abroad in Europe and

 11   Asia it's a common thing.  But that may be

 12   something that is another platform if you can go

 13   to the advertiser or if you can go to the bank and

 14   say we have X amount of ears plus we're now

 15   accessible by X amount because of this new pipe or

 16   new platform.

 17             MR. WINSTON:  I'll make just one comment

 18   and then I'll turn it over to the experts.  What

 19   has happened from what my members tell ms is that

 20   the value that the advertiser places on that

 21   additional platform, when all the stations created

 22   websites and they ran out to advertisers and said
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 01   you're going to get X number of listeners that

 02   Arbitron says I have, but I'm driving those

 03   listeners to my website and then you're going to

 04   get all these views on the website.  The

 05   advertiser said there is no track record of me

 06   getting a benefit from driving your listeners to

 07   the website so until I see a financial benefit

 08   from that, I am not willing to pay or I'm only

 09   willing to pay a fraction of what I pay for a

 10   radio spot because I have a history of seeing

 11   benefit from that.  So what's happened is how do

 12   you get the revenue to catch up with the

 13   investment in those new technologies and that's

 14   been the problem.  We can invest or we could

 15   invest, we got the additional problem now that

 16   instead of hiring people we're laying people off,

 17   so Zemira talked about you need smart young minds

 18   who are internet savvy and the bank is saying you

 19   got 25 people on payroll, you're running X deficit

 20   every month, I want the payroll to be 18 people

 21   and you say but I want to hire two people to do

 22   internet work then they're going to say you'd
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 01   better reduce it down to 16 people.  So you got

 02   this tug of war between how you generate new

 03   income at a time when you don't have the revenue

 04   to cover the investment in doing that.

 05             MR. JONES:  Keep in mind -- are doing

 06   less than a half a million uniques and it's hard

 07   to monetize that to any significant degree.

 08             MR. FLORES:  Speaking as an old radio

 09   guy because I've been in radio almost 30 years,

 10   the radio advertising business has always been the

 11   steak.  The internet and all these other things as

 12   they come around have been the sizzle.  The sizzle

 13   has gotten more important than the steak,

 14   unfortunately.  So when the question was asked all

 15   of these economic stresses that we have on our

 16   business, does that affect the content?  Yes and

 17   no.  I'll tell you how it affects the content.  It

 18   affects the content because where we had a morning

 19   show that had 14 people driving content and making

 20   sure that the five or six people who were on the

 21   air were provided for, now only maybe we have

 22   seven people.  Maybe our total personnel has gone
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 01   from 750 in all of our stations to less than 500.

 02   That affects something down the line.  You would

 03   like to think that your on air isn't affected, but

 04   I think you're foolish to think that it won't be.

 05   It affects you somehow.

 06             We're not unlike the housing market

 07   where many people bought houses valued at X amount

 08   of dollars on the hope that it was going to

 09   continue to increase in value because most of us

 10   were drunk with that.  In the 1980s our stakes

 11   rose 10 to 15 percent as our revenues rose and the

 12   value that banks were putting on your properties

 13   were 20 times cash flow, 18 cash flow.  That model

 14   has changed completely and now we're stuck with

 15   people looking at us and saying you might get

 16   eight times cash flow but the cash flow has been

 17   decreased a lot.  Now you have FM radio stations

 18   that are being sold in a market for $70- to $60

 19   million where 10 years ago you were looking at

 20   $250- to $260 million.

 21             MR. MONTERO:  That goes to your point

 22   that you were saying earlier because you said that
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 01   broadcasters got lazy because so many of them made

 02   so much money doing nothing other than maybe

 03   buying and flipping a stick at like you said 17 to

 04   18 times cash flow in the late 1990s, when they

 05   took a year or two break in 2000 and 2001 they

 06   were like let's do it again.  And now they were

 07   buying at the top of the market and then when the

 08   bottom fell out because everybody figured prices

 09   are never going to do down so I can't care how

 10   much that house is worth now, it's always going to

 11   go up, let's buy it high because it's only going

 12   to go higher, and then the bottom fell out.

 13             MS. FLEMING-WILLIAMS:  I think Mario has

 14   a comment here.

 15             MR. ARMSTRONG:  A question and then a

 16   comment.  What we're hearing, and it's absolutely

 17   true, I do get a chance to meet with radio

 18   stations and have consulted some media folks in

 19   the past and I've worked with other organizations

 20   to help them try to figure out ways that they can

 21   navigate this economic turbulence that we're in

 22   and leverage technology to help.  But James was
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 01   dead on target and so was Zemira with the issues.

 02   The question that I have for James, Zemira and

 03   Frank then I'll have a comment real quickly is

 04   we're seeing the number continue to go this way

 05   and it's not showing really any signs of going up,

 06   maybe slowing down but certainly it continues to

 07   show signs of doing down.  Does everyone agree

 08   with that?

 09             MR. MONTERO:  Which number?  Valuations?

 10   Audience?

 11             MR. ARMSTRONG:  Revenue.  Let's just

 12   stay with revenue for a second.  My question is do

 13   you think that the advertising industry can be

 14   changed, the mentality of how they purchase radio,

 15   can that be changed?

 16             MR. WINSTON:  I'll let the chief revenue

 17   take it or the senior vice president over here.

 18             MR. JONES:  There was a Forrester study

 19   done just recently where it took 204 of the top

 20   marketers in the United States and asked them

 21   where they're taking their money.  Sixty percent

 22   of them said that they were taking their money
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 01   from traditional radio or traditional media and

 02   moving it to new media.  That's a huge number, 60

 03   percent.  So as tough as it is today, there is no

 04   short-term meaning in the next 3 to 4 years or the

 05   next couple of years where we see a sea change

 06   back to traditional radio.  Marketers have bought

 07   into the fact that that's the place to be.  So we

 08   have to change that.  What we would like to do is

 09   have it change with the owners who have invested

 10   to much in the medium today.  It will change.  The

 11   tragedy could be that we don't change in time for

 12   the existing owners and they end up losing their

 13   operations and then all these groups and stations

 14   going into receivership and then the new guy or

 15   gal comes in, buys them at cents on the dollar and

 16   then they execute and turn it around and that's

 17   the worst-case scenario.

 18             MR. ARMSTRONG:  I'm so glad that you

 19   painted that picture because I think that's proof

 20   in the pudding.  I think what we're still dealing

 21   with us what we used to have and what we're trying

 22   to hold onto.  I understand the financial issues,
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 01   but right now we're dealing with a country that

 02   has some of the best talent laid off.  Some of the

 03   best talent is available for hire at reduced

 04   rates.  People want to work and they can wear

 05   multiple hats.  We aren't talking about people who

 06   have one defined line of doing work, people who

 07   are used to being able to straddle across multiple

 08   disciplines and leverage technology across that.

 09   So I really am begging the industry to refocus on

 10   the fat in the payroll if they really are serious

 11   about reinvesting, look at how you can hire people

 12   who are laid off now either as a consultant, no

 13   benefits, freelancer or part-time.  I know

 14   countless organizations that do this well for

 15   technology reasons, not necessarily in the radio

 16   business but in the media business.  Let me tell

 17   you, I know organizations that don't even have a

 18   person in their office handling their social media

 19   strategy and it's working and they're pennies on

 20   the dollar if you will by now having to try to

 21   find someone and bring them in-house.  That's one

 22   point.
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 01             Number two is how many stations, and

 02   James brought this up and this was so critical,

 03   because you asked how do we prove when the

 04   websites were like we're going to flood the

 05   websites and people are going to flock to this and

 06   we all know that that really didn't take off.  It

 07   didn't take off the way it was supposed to.  Now

 08   we have banner blindness where people don't even

 09   want to click on banners to some degree within

 10   websites that are doing well.  So here's the

 11   thing.  I went out to several sales calls with

 12   people trying to pitch my content to sponsors with

 13   radio folks, people nameless, and they positioned

 14   the web as such a secondary, I don't even know if

 15   it was secondary, I think it was just like --

 16             MR. JONES:  Tertiary.

 17             MR. ARMSTRONG:  It was like, by the way,

 18   after you do all that we could throw this in.

 19   That mentality has to shift.  We are feeding the

 20   advertisers and the brands, we can throw this in,

 21   and when we do that we devalue the exact property

 22   that we're trying to sell.
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 01             Lastly I'll say this.  I go to some of

 02   these stations and I ask the person running the

 03   business. Have you ever looked at your web

 04   analytics?  Some of them don't even know what I'm

 05   talking about.  They got a website they invested

 06   in, it was supposed to do X, it didn't, they

 07   refocused back to what they were used to making

 08   money on so they left that alone, and now they

 09   haven't been tracking to James's point what the

 10   website has been doing for the last 3 or 4 years

 11   to now say holy smokes we're doing better on the

 12   web, I don't know, could be, better on the web

 13   than we are actually on-air.  And if analytics are

 14   key to getting advertisers to spend money, the web

 15   analytics and mobile analytics, you cannot refute

 16   that proposal when you put it.  At that point it

 17   becomes whether or not the ad agency sees value in

 18   working with you, period, end of story.  Because

 19   if you put apples to apples down and the money is

 20   budgeted as it is, they're going to spend where

 21   they're going to get the biggest bang for their

 22   buck has been my limited experience, certainly not
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 01   the same, and I definitely respect Frank and James

 02   and Zemira, they have more experience in that, but

 03   I'm talking about my new experience.

 04             MR. FLORES:  Let me speak to you about

 05   your new experience and how I feel about that.

 06   You have to look at the timeline, the timeline of

 07   where the internet came about as far as radio

 08   stations are concerned.  The advent of the

 09   internet and us having web pages and so on and so

 10   forth came about when we were doing exceedingly

 11   well.  It came about in the 1980s.  We were making

 12   money hand over fist.  What happened with this?

 13   We saw this new little toy, ad do you know what we

 14   called it?  Value added.  And that's the anchor

 15   and the albatross that's sitting on most radio

 16   stations and their websites.  They've sold that to

 17   the advertising community as something that's an

 18   option, a throw-in, value added, no dollars

 19   associated with it.

 20             We are now trying to catch up to that.

 21   Some of the innovative things that we've tried to

 22   do, I'll give you an example.  We've looked at an
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 01   industry that's dying which is the record

 02   industry.  They're dying so much they're looking

 03   for us to pay the bill which is funny to me, but

 04   that's a whole different story.  That's a whole

 05   different panel and I'm not going to get into

 06   that.  We've looked at that and we asked is there

 07   a way that we can help?  What's affected the

 08   record business more than any other business?  The

 09   internet.  So what we did on a couple of occasions

 10   is that we've taken a major star who has a record

 11   release and done a webcast on it on all our radio

 12   stations where people have a chance to talk to the

 13   artist and we run that on our radio stations.  So

 14   now you have web and you have radio and that's one

 15   way you try to integrate this thing to a sagging

 16   business trying to go back them and saying we're

 17   not the ones who killed you but we can try to help

 18   you out.

 19             MR. ARMSTRONG:  That's brilliant.

 20             MS. FLEMING-WILLIAMS:  That's great and

 21   that's exactly the kind of innovation and creative

 22   thinking that we're talking about.  We have come
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 01   to the end of our time here.  I'm sure there's

 02   lots more that could be said.  I am just thankful

 03   for all of your comments and your expertise to

 04   talk about this.  It's very vital and imperative

 05   for minority radio to thrive and to be viable as

 06   an industry.  As we said in the beginning, this is

 07   an opening conversation.  We didn't expect that we

 08   would solve all of the problems here, but we

 09   certainly have talked about some of the etchings

 10   of what radio will begin to look like in the

 11   future.  We want to continue this conversation.

 12   We hope that this is an incentive for all of you

 13   to think about ways that you can marry traditional

 14   radio, as Mario has pointed out, the traditional

 15   value, the legacy of radio and marry that with the

 16   new technology so that it goes forward and that 10

 17   years from now we're talking about a vibrant

 18   industry.

 19             We also talked about things that

 20   possibly we could do as regulatory agencies in the

 21   government, if there are statutory things that are

 22   in the way.  There are partnerships and

�0105

 01   collaborations that need to be thought about that

 02   need to be advanced.  There are new ways of

 03   thinking.  There is an educational mindset that

 04   maybe needs to take place within perhaps

 05   traditional media, new ways of thinking about

 06   doing the same thing.

 07             There are lots of challenges out there.

 08   The industry has to be Darwinian.  It is adapting,

 09   it is changing and I think that it has a bright

 10   future.  And I thank all of you for all of your

 11   comments.  We look forward to you continuing with

 12   us in our mission as we advocate for you.

 13             MR. WADE:  I think you said it very

 14   well.  From the Department of Commerce I have been

 15   challenged and want to think through thanks to

 16   this conversation about what is the role of

 17   government as a catalyst?  What is this public-

 18   private partnership?  Because I'm confident that

 19   that's precisely what it's going to take to help

 20   make this transition.  As an agency when you

 21   talked about earlier where we're investing heavily

 22   through our census, how do we make these
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 01   decisions?  Are we really getting the value added

 02   for the investments?  What will they look like in

 03   the future across the government?  So I'm

 04   challenged to think as well and remain open to

 05   your thoughts and ideas on the government's role

 06   in this process as well.  It's been very

 07   beneficial.

 08             MS. FLEMING-WILLIAMS:  Last but not

 09   least of course we want to thank our new chairman,

 10   Chairman Genachowski, for supporting what we do,

 11   our new commissioners and our new Director of OCBO

 12   Thomas Reed.

 13                  (Whereupon, the PROCEEDINGS were

 14                  adjourned.)

 15                     *  *  *  *  *

 16  

 17  

 18  

 19  

 20  

 21  

 22  
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