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Resolution calling on the Federal Communications Commission to investigate Arbitron's Portable People Meter system and its potential effect on the diversity of radio.
I.
INTRODUCTION


On September 10, 2008, the Committee on Civil Rights, chaired by Council Member Larry B. Seabrook, and the Committee on Consumer Affairs, chaired by Council Member Leroy G. Comrie, will hold a joint hearing on Proposed Resolution 1583-A (“Proposed Res. 1583-A”), which calls upon the Federal Communications Commission (“FCC”) to investigate Arbitron Inc.’s (“Arbitron”) Portable People Meter system and its potential effect on the diversity of radio. Those invited to offer testimony include representatives from the Federal Communications Commission, Arbitron, the National Association of Black Owned Broadcasters, the National Hispanic Media Coalition, ethnic and urban broadcasting companies, and other interested parties.

II.
BACKGROUND

a. Urban and Ethnic Radio
Radio stations have always played a significant role in New York City. In a city where minority groups account for over 55 percent of the population and nearly 48 percent speak a language other than English at home,
 it should come as no surprise that community-specific radio programming is an important service to many New Yorkers. In addition to providing culturally-relevant entertainment, urban and ethnic radio stations can offer new stories, viewpoints and public announcements not generally available on mainstream stations. Despite their importance to the community and their success in attracting loyal listeners, however, radio stations with predominantly minority audiences have traditionally had trouble attracting advertisers and are often forced to lower the price on their advertising relative to general market radio stations.

b. Arbitron Inc.

According to its website, Arbitron Inc., one of the world’s leading marketing and media research firms, specializes in “measuring network and local-market radio audiences across the United States; surveying the retail, media and product patterns of local-market consumers; and providing application software used for analyzing media audiences and marketing information data.”
 Founded in 1949 by James W. Seiler, Arbitron has grown to become a virtual monopoly in the radio ratings industry.
 Its rating system, which measures audience size and records such demographic information as age, sex, income level, spending habits and listening schedules,
 is used by advertisers gauge the dollar amount broadcasting companies can charge for advertising space on their stations.
 For over the past three decades, Arbitron measured listenership using a Radio Listening Diary,
 a small journal in which participants would maintain a weekly log of what radio stations, satellite radio channels and internet stations they listened to each day.
 More recently, and much to the consternation of ethnic and urban broadcasting companies, Arbitron has taken steps to replace the diary with the Portable People Meter (“PPM”), a device which would detect and record radio signals immediately and in real time.

i. Portable People Meters vs. Paper Diaries

Arbitron’s paper diary is a small foldout, pamphlet-style journal containing illustrated instructions on how to use the diary. The journal includes seven pages for each day of the week, a page for comments, several questions on basic demographic information, as well as a checklist to ensure that the diary has been fully completed. The paper diaries are a reliable means of collecting information for both radio stations, who need to make programming decisions, and advertisers and advertising agencies, who need to figure out where to “buy.”

Under the paper diary method, randomly selected households in a given market are asked to maintain a written diary describing each radio program listened to. Each person in a household 12 years of age or older is eligible to participate in the survey. The diary is considered to be easy to use, with instructions written so that they can be understood by someone with a sixth-grade education. To further ensure effective measurement of a growing minority population, the diaries are written in both Spanish and English.

The information to be recorded by each user includes the time of day they listened and where they were when they heard the radio station. Diarykeepers record these listening habits for one week and send the diary back for processing.
 The diary method is both dependable and inexpensive, making it a comprehensive and effective method for recording radio listening behavior.

The PPM is a wearable portable device much like a pager or cell phone, which electronically records the listening behavior and history of a single panelist throughout the day for several months. The device works by detecting hidden audio tones within a station or network's audio stream. The participant then places the device in a docking station overnight where it transfers the recorded data back to Arbitron.
 The PPM comes equipped with a motion detector and the device must record motion for at least eight hours per day or its “owner” risks being removed from the panel.

Whereas the paper diaries record one week of listening activity, a household remains in the PPM panel for an average of 9 months. The PPM provides 13 reports a year as opposed to the four reports a year provided by paper diaries. Furthermore, the average diary reports listening to 3.2 stations per week, whereas the average PPM records exposure to six stations per week.

With PPM, ratings come faster and more precisely.
 As such, proponents of the PPM argue that it is much more accurate than the old handwritten logs and is immune to forgetful test subjects. Furthermore, PPMs provide the ability to report all of radio’s new distribution methods, including HD Radio, Internet streaming, digital multicasts, podcasting and others.
 Given the information generated from each monthly survey, radio stations and advertisers are provided with a more accurate picture with which to buy and sell radio advertising.  

III. The Debate over PPMs


A. Criticisms from Detractors

The new ratings system has drawn intense criticism from some ethnic and urban stations nationwide, which have seen sharp rating declines under the PPM system and feel Arbitron is not properly sampling minority communities and listenership.
 The backlash began with Arbitron’s release of its first commercialized ratings from PPM in Houston and Philadelphia in July 2007.


The findings from these markets indicate that listeners flip among stations more frequently that reported in paper diaries, that men listen to significantly more radio than women, and that employed people listen more than those who are unemployed. Also, rock and classic rock rank higher than before, while hip-hop and other urban music generally do not stack up as well. Perhaps the most important finding is that, although the stations had bigger audiences than estimated, listeners tuned in for less time than was reported under the diary system.

Industry groups expressed several concerns about the PPM’s methodology for measuring audience listenership. The National Association of Black Owned Businesses (“NABOB”), for example, claimed that absence of a metric to measure listener engagements and the fact that the device detects all, including sporadic, exposure to audio signals compromised the device’s ability to measure active listening among radio audiences.
 They also expressed concerns about the recruitment, composition and administration of the sample panel, which they claim produced an under-representation of minority audiences, particularly African American males.
 NABOB joined many stations in warning that these drastically lower numbers could financially cripple Black radio and repeatedly called for Arbitron to postpone its rollout of PPM until it corrected these “serious flaws.”
 

NABOB is not alone in its opposition to the PPM system. The CEOs of some of America’s largest radio broadcasters are unhappy with the new service. Bob Neil, CEO of Cox Radio, who owns, operates and provides sales and marketing services to 86 stations in 19 markets, cited “massive problems” with the samples in the Philadelphia and Houston markets.
 Radio One is the nation’s largest radio broadcasting company that primarily targets African-American and urban listeners and operates 53 radio stations located in 16 urban markets in the United States. Its CEO, Alfred Liggins III recently cited “wild swings in the ratings” from Houston PPM measurements.
  

Some have also complained about the fact that the unofficial PPM ratings are published concurrently with the diary ratings, believing that advertisers will shape their purchasing habits based on a system that has not yet been publicly released.

B.  Arbitron’s Response


Arbitron cites several reasons for the differences in the two systems’ findings. First, the sample size used for the PPM dwarfs that used for the diaries. For example, in Philadelphia, about 380 people reported results during any given day under the diary system, whereas the PPM system has a goal of about 1,530.
 Moreover, Arbitron states that people who record in diaries tend to report their habitual behavior rather than their actual behavior. For example, people are more inclined to list in their diaries shows they regularly listen than shows that they actually listen to throughout the day. Thus, a diary participant who says he listens to a particular show everyday may be found, by the PPM, to change stations more than the diary showed.
 With respect to ensuring proper minority representation on its panels, Arbitron claims it has taken steps to weight the proportion of African American and Latino participants to reflect the demographics of the national population.
 Arbitron also defends its lack of an active listening metric, claiming that advertisers are primarily concerned with exposure to radio emissions, be they near or far, and less interested in the level of the audience’s captivation.

C.
Media Ratings Council


The Media Ratings Council (MRC) is currently the leading accrediting agency for audience research. Though it is non-governmental and lacks sanctioning authority, it is respected industry-wide for its regulatory role in the industry. On February 28, 2008, the MRC denied Aribtron accredication for the commercialization of its PPM system in New York City and Philadelphia, citing concerns about the panel results in those cities.
 Because the MRC’s approval is not necessary for the commercialization of any new ratings system, Arbitron still intends to launch its PPM system while working with the MRC to eventually gain accreditation.
 Arbitron’s decision to move forward with this new technology despite the lack of an endorsement from the MRC is of particular concern to the Council.
IV.
EFFECTS OF THE PPM’S IMPLEMENTATION


As urban and ethnic radio stations brace themselves for the commercialization of Arbitron’s PPM technology in New York, many look to Houston and Philadelphia, where the new rating system has been in use since 2007.
 After the launch of the PPM system in those two cities, urban and ethnic stations experienced an abrupt drop in ratings while oldies and classic rock stations enjoyed a boost.
 Though Arbitron is still technically using the diary system in New York City, it has been unofficially publishing its PPM ratings at the same time, leading to troubling results for some broadcasting stations.
 When the system’s unofficial results were first published in November 2007, the urban and ethnic stations took a ratings hit while the general market stations prevailed.
 Most notable was the fate of WBLS under the PPM system. WBLS, a station whose audience is primarily African-American, enjoyed the top ranking under the diary system among listeners aged 25 to 54, but plummeted to twelfth place according to the measurements of the PPM system.
 Other stations, such as the Spanish-language station WPAT and its sister station WSKQ, experienced similar drops, dropping from seven and four to 19 and seven, respectively.


Perhaps not surprisingly, general market radio stations such as Z100 and WPLJ, have fared particularly well based on the unofficial PPM ratings.
 Despite the fact that the ratings are not yet currency, several radio stations have acted preemptively, altering their format to raise their ratings in the PPM system. WRXP-FM, a smooth jazz station for two decades, was transformed into a rock station in February 2008.
 WCBS-FM, similarly, returned to its “greatest hits” format after a two-year hiatus in the hopes that it would perform well under PPM.
 Other stations also changed their content, including Fresh 102.7 and K-Rock, reflecting the perceived profitability of rock music and other mainstream programming.

IV.
FCC INVESTIGATORY POWER

On July 28, 2008, the FCC’s own Advisory Committee on Diversity for Communications in the Digital Age adopted a resolution seeking a Section 403 investigation into the effects of the PPM methodology on radio stations that target minorities.  While the Committee was unanimous in its support for the subject matter of the resolution, some members did express concerns about the FCC’s jurisdictional authority to launch an investigation into an entity not currently regulated or licensed by the FCC.
   On September 2, 2008, a coalition of broadcasting companies and organizations known as the PPM Coalition (“PPMC”) filed a petition with the FCC seeking, among other things, an immediate investigation into Arbitron’s methodology for implementing PPM in the New York market and addressing the jurisdictional issue. 
  According to the plain language of Section 403 of the Communications Act, the FCC has the authority to conduct fact finding inquiries into any issue arising under the Act or its enforcement. 
  It is clear that the FCC has no regulatory authority over a non-licensee such as Aribtron; however, they may have authority to conduct a fact-finding inquiry such as the one requested.  PPMC asserts that the FCC’s jurisdiction to investigate Arbitron arises out of its long-standing reliance on Arbitron’s data to determine compliance with multiple ownership rules.
 Thus, the FCC has an interest in ensuring that Arbitron’s data collection methodology adequately represents all radio markets and may launch an investigation into the implementation of PPM. Arbitron opposes this argument and denies that the FCC has the jurisdictional authority to launch an investigation of their practices.

V.
ISSUES AND CONCERNS


While the Council welcomes any technological advances which would increase the accuracy with which radio ratings are measured, concerns remain with respect to the methodology of Arbitron’s PPM system. Communication between Arbitron and its panelists, for example, is primarily conducted in English and Spanish, essentially excluding speakers of all other languages from any meaningful participation in the rating system and potentially skewing the results. The Council is also concerned the New York City sample includes surrounding counties, which may dilute the demographic composition that ostensibly represents the city. The fact that the advertising industry and, by extension, Arbitron, are primarily concerned with exposure to radio signals and not listener engagement is equally troubling, as many urban and ethnic radio stations have a listenership that is small but that remains tuned in for longer periods of time.
 Given Arbitron’s near monopoly on the radio ratings industry, changes to its system can have substantial repercussions on communities throughout New York City. Any new development that would so dramatically impact the racial and ethnic makeup of the radio dial in our city must be thoroughly vetted so as to ensure its precision. Since so many minority communities rely on their local radio stations for culturally relevant news and information, the demise of specialized radio stations would put certain communities at a severe disadvantage. In light of these facts, a swift determination by the FCC to investigate Arbitron’s PPM system and to explore potential biases in its methodology is crucial.
VI.
SUMMARY OF PROPOSED RESOLUTION 1583-A


Proposed Res. No. 1583-A calls upon the FCC to investigate Arbitron Inc.’s PPM system and its potential effect on the diversity of radio. It highlights some of the troubling effect of the PPM’s implementation in Houston, Philadelphia and New York on minority radio stations, and calls into question the integrity of Arbitron’s methodology. It concludes by expressing the Council’s belief that, while increased accuracy and technological advancement are important, the PPM system would benefit from further study before it is launched on a citywide scale.
Proposed Res. No. 1583-A

..Title

Resolution calling on the Federal Communications Commission to investigate Arbitron's Portable People Meter system and its potential effect on the diversity of radio.

..Body

By Council Members Seabrook, Comrie, Dickens, Jackson, Arroyo, Mark-Viverito, the Speaker (Council Member Quinn), Brewer, Fidler, James, Lappin, Liu, Mealy, Sanders Jr. and Weprin


Whereas, Radio broadcasts have been a fixture in American life since the early part of the 20th century, serving as an important source for news, commentary, music and other forms of entertainment; and


Whereas, Home to one of the most ethnically and racially diverse populations in the United States, New York City broadcasts an equally varied array of radio stations, most of which play an important role in providing news coverage and viewpoints that may not be available in the mainstream media; and


Whereas, In addition to providing culturally-relevant information and entertainment, these radio stations also serve as an important source of news for audiences for whom English is not the primary language; and

Whereas, Because radio broadcasts are accessed for free over the airwaves, most broadcasting companies generate revenue from the advertising they sell through their radio stations; and

Whereas, Arbitron Inc. (“Arbitron”), one of the country’s leading marketing and media research firms, has measured listener data on radio audiences using a Radio Listening Diary (“RLD”) for the past thirty years; and

Whereas, The RLD consists of a small journal in which randomly-selected participants keep an account of the radio stations, satellite radio channels and Internet stations they listen to over the span of seven days, as well as the time and location of each listening experience; and

Whereas, In order to more accurately identify the listenership, the RLD also solicits basic demographic and socioeconomic information such as age, gender, race, ethnicity, education level, income level and household size; and

Whereas, Arbitron itself states in its own publication on the RLD that no commercially available research methodology is as dependable, referring to the RLD as “the most comprehensive and effective method for recording radio listening behavior”; and

Whereas, After over thirty years of reliable data collection, Arbitron is now replacing its diaries with Portable People Meters (“PPMs”), which are electronic devices worn by participants that detect and record embedded radio signals and transmit the data to Arbitron, ostensibly providing accurate, real-time records of radio exposure; and

Whereas, Critics of the PPM claim that it picks up every radio signal in its environs, thus compromising the accuracy of its readings; and 

Whereas, In February 2008, Arbitron failed to receive an endorsement from the Media Rating Council for its PPM service in New York; 

Whereas, Arbitron has been recording and publishing its PPM ratings in New York on an unofficial basis for the past year and a half; and

Whereas, Arbitron plans to officially discontinue diary-based radio ratings and commercialize its PPM service in New York on October 8, 2008; and

Whereas, Since Arbitron began publishing its unofficial PPM ratings last year, it has shown a significant decrease in ratings for New York City’s urban and ethnic radio stations; and

Whereas, The PPM  method has been criticized for disproportionately benefiting general market radio stations at the expense of urban and ethnic stations, whose audiences are smaller but who remain tuned in for longer periods of time; and

Whereas, The National Association of Black Owned Broadcasters (“NABOB”) has proposed the argument that the PPM ratings are of limited use to advertisers because the devices simply measure exposure to radio signals and fail to take listener engagement and preference into account; and

Whereas, NABOB has also raised concerns about the underrepresentation of minority audiences in the PPM’s participant pool, a problem that occurred in Houston and Philadelphia after the PPM system became the official currency in those two cities; and

Whereas, Use of the PPM rating system could put the livelihood of New York City’s  urban and ethnic radio stations in jeopardy if they experience a significant decrease in ratings, which would inevitably result in a decrease in revenue; and

Whereas, The loss of urban and ethnic radio programming in New York City would further disenfranchise groups that are already being underrepresented in many other areas; and

Whereas, Despite the fact that the PPM system is not yet official, several New York City-based radio stations have already altered their content in ways they anticipate will improve their performance on the PPM ratings system; and 

Whereas, The Federal Communications Commission’s Advisory Committee on Diversity for Communications in the Digital Age recently voted in the affirmative on a resolution to investigate the suggestion that the PPM ratings system might be inherently biased against racial and ethnic radio stations; and

Whereas, While increasing accuracy in measuring radio stations’ ratings is a laudable goal, it is imperative that the process is applied as fairly as possible; now, therefore, be it

Resolved, That the Council of the City of New York calls on the Federal Communications Commission to investigate Arbitron's Portable People Meter system and its potential effect on the diversity of radio.
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