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INTRODUCTION 3

.

) The market. for local telewision.news provides the main source of

competition - among local ‘television stations. Thousands of dollars are

\

spent annually by local stations to.get,the advice of news consultants

)

regard ng who to put on the.air, what kinds of stories to cover, and how
N N ~ ‘ . - .

to"provide broadcast coverage of those stories selected. Likewise, many
. S

- stations have recently made the large‘capital investments needed to convert

AN
\ ~ v
s

from film news equi&ment to electronic news gathering systems (ENG). From

an " audience perspectiv%, local news conétitutes the most important social

i ! benefit which, has been derived from the Federal Communications Commission s

(FCC) local system of broadcasting However; the market for local -

television news has received very little atggption when it comes to economic .

i

Ca

)
4

research i . - . b T ,/ » _ ‘ . *
. . ) Rl : h i
: o

. Pagt economic studies,.which have focused 'on local television news,
a . . o , .
were conducted by Litmanl’and Prisutaz. Both of thesé studies centered on _/

the development of a marketshareinstability model to explain the observed

3
'l

var1ation in local televisif% news market shares.. Both agree that the local

: . . . ! ! .
television news market constitutes an oligopoly (there are few enough sellersl
f . Y i ‘ o

ff " . such that they recognize their mutual interdependence. Litman concludes tha

@ :

‘ market share instability'is strongly related to.the,number of market competitors
) ~ \

and that programs preceding\the news create a strong audience-flgw effect™.

I T Y

The present, study is the fLISt to examine the ‘business. sidé“of local

television news. Since telev1s1on,audiences are not able to form_individual

w

w

.'..L> .

el a0 . B [.
'contracts with stations. qffering local newscasts} the relevant price to be .
’ v . S~ P ca s \'
v 'examined is the price charged advertisers for purchasing access to television

\
-

new”iences '.’ , Past studies of telev"i51on station pricing have been, |, )
- conducted by Owen5, Lago6, Peterman7; and ¥irth and Allent. 411 of these o
[ ' L} ) PR o . -

\

N
a

studies examined station-Tevél pricing dyring prime time:and/or from 9 a.m.’ to

- O o

\j‘ EEEN . . ) .
IC SRR JE S
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* Midnight. The F(C(C's Crossmedia Ownership‘R_uLemaking9 provided  the primarx

focal peint around which”each of these studies centered. Thé major source

\ . 4

Of’éontkovérsy_stemmed from whether viewing audience is or istnot ah exogenously

¢ -

v / : 1 1

e : | » ‘ ' |
. determined ingdependent variable O. Owen argued that audience 1s an endogenous:

-
‘ e

'vhriabig and that it should not be included in a reduced form price equationll;

Lago12 and Petérmaq13"disaqrecd. Wirth and Allen argued that when local pro-

. gr@mging is“being\expmined,fapdiéhéecshould be trecated as an endogenous ’

. . ' . " - . . - . ‘ ’ . . . ’ !
. variable; when national programming is the main focus, however; audience is

ot P4 . N -
more properly viewed as an exogenous variablelg.” In the present ca:2, local

IS
. ® o

news audience should be viewed as’an endogeﬁous‘variable and should'be exciudeﬁ

.
»

from all redhced form estimates. However, since its exclusion (inclusion) is
~ i . o

. ‘qohtroversial,‘the gégressions Bﬁo?idéd,herein aiternately include and exclude

’

news audiencé aSué'prédictor'varigble.. .
S "Tﬂi§,artic1é)examiﬁes ghe.féllowing rescarch questiohs‘concerﬂi;; local
;elevisioﬁ'neWS priciﬁg:,k(l)'Does thé typ; of o@ﬁership which charaéterizes a
particular sfétibnvhavq am'eﬁfeét on.iq§a1 téle;i§i0n=news priceé? (2) Does
R o . ‘ T
network affillation and/or, $ignal type affeét news prices? (3) What kind of
. . PO :

impact does marﬁe;'size have on locil news prices? (4) Does cable penetration

-

. o ' . . ';) ) ' T -
have agn effect on local news prices?  (5) Does market concentration have an” ~
~ N - v

¥ 'Y = R « 7 . . v N : 1>
;impact on local néws prices? And (6) What kind of impact does market prospez%t§‘

\

. ., have on.local television news prices?
.. ..l . . .. Cm ) . ‘:. q .
The basic theoretical expectations are simple. It is ¥xpected that
:'. \ « . K -

A , . - 1

station or market level characteristics which are'assqciafed with higher levels

»

ﬂ"

) . N M .l l' ' ‘ * > L o ‘o

of market concentratiomg (in other words the market is less competitive) will-
Y R ’ ° Lt

lead to higher- neys- prices, "all other things equal. ' N

~ N - ’ ‘ - ) P
¥ The next section‘describes the methodological approach taken, specifies
. P . i ] < R . ) :
‘the model used, defines. the variables included and provides rdlevant ‘hypotheses. .
v L4 . L ) .

.

) ~ '

"_u " This is followed by,é resultﬁfsection' The péfef ggncludes with a discussion
- ot . -, . . ,. - o ‘.r s
" of the study's policy implications: - - ,"4. ’ . .

‘ )

. _ o s | { | .
EMC ) ) ‘ < s ‘_" X 2 . . o (“ ‘ \
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'+ METHOD
: . .

This cross-sectional analysis foeuses on 1978 local television news list
prices. Data were obtained from a variet& of industry sources. Ordinary least

squares (OLS) multiple regrcssion techniques were used to analyze the news -

A
¢, o/

pricing behavior of local stations. A random start, systematic sampling

technique with a skip interval of two was utilized to provide a sample of 105

¢

TV markets; data were included from 297 commerciil TV stations.

Two functional forms were used to analyze news pricing at noon, in the'

.
v

‘early evening and in the late evening: linear and doublelog. The doublelog

functional form is the breferred form‘for a variety of reasons. First and

: _ / ) .
- foremost, utilization of the doublelog form minimizés heteroscedasticity A

r oroblems.- Since the data being analyzed represent both large and small

television stations, & linear analysis cannot be expected to have a.homosce—
L4

~. [

f’dastic error termls. In the présent case, a ooublelog functional form is also

*

LT preferred because it ageounts for more of the variance of the dependent

variables. Since there is no a erorn problem with utilizino a doublelog

’ ~
form, only our doublelog results are reported he%el
v e ~

, The general format of the model can be expressedi
(1) Yi = f_‘(Xl.,...’ yx]s) + Ui ] °

where Yi are the news price variables, the Xk are exogenous, and the uy are

réndom error terms Some of the-Xk are continuous others are. b1n;¥y .variables.

-
- ’

The form used to estimate the relationshlp between local television news prices .
{ . . . /
and a number of different station and market level characteristics was: '
. : =a, +b : SRF, x 100) + STHH, /100
(@) 1n(3i) a; + B,1n(CABLE, x 1oo) + b,1n(HERF, x 100) “bsIn(C _ e L)

i 7

. . ( \ : ‘ e .
® + baln(AUDHHi/l,OOO) + bSTVRADi j-bGGROUP + b NPi + b8XMEDIAi

g -
°

o < _
+ bgABCi“+ blOCBSi _-f';bllNBCi + b12VHFi + b13RlOi + b14R2.5i

R

o b ms0L 150. 16
Lt blsgsoi + bygR100; + by7R1504 + uy.

o v_ . 3.
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-

Where Y rep\Lqents

NOON NEWS PRICF

éi:RLf VENING

NEWS FRICE

‘LATE EVENING
NEWS PRICE

and where:

CABLE

HERF
CSIHH

AUDHH

TVRAD' BN

GROUP

the foilowing dependent varﬁAhles:

17

The pricc of purchasing a 30 secOnd spot on the ith
station s midday news. report. : _ -

.- ) ' v ) v .
- . . ' ‘// S
The piice of purchasing a 30 second spot on thg ith ° *
statidn's early evening. newe. : -

H .
.

- v

The price of purcha31ng a 30 second spot on the ith .

‘Astation s late evening news: . . v

ot LN .
oo

CJble penetr tion in the ith station' s.Area of Dominant |,
Influence (ADI) of operation. An‘increase in a market's
cable .penetration should lead to an increase in the
competition faced by local stations. Consequently, an
inverse relationship should exist between cable penetration

and pri‘b. . : - B

Each market s Herfindabd Index. - Since. 1arger Herfindahl -
Index values are associated with more, highly concentrated
markets, a positive relationship should exist between, ahe
market Herfindahl Index and the ith station‘is prices.

Total consumer, spendable income in the ith "ADI per ADI :
hBusehold. Income per household should. be:p sitively - ¢ ‘(
related to price. since advertiserilshould value richer
audiences more than poorer ones. <o -

T

Average quatter hour household audience for the ith
station's Monday through Friday local news broadcasts
(noon, early evening, and late evening). This variable

. 1s alternately jincluded afnd excluded froh the' analyses.

When it is included, a positive relationship ‘should ‘exist
because advertisers can be expecEgd_to pay a higher total
price to reach 1arger audiences.: S

> . - (Y
IS

A. dummy variable with a value of 1 if a television btation
owns a radio station whose city of license is in the ydme * _
ADI, O otherwise. Televi31on station ownership of a radio !
station in its market of operatismn should increase the’: , #»

. firm's marKet nger and jg therefore expected to lead to

- owned by an entity which owns at least one _other TV .

higher prices.
A dummy variable with a value of 1 if # Tv station is, .

station, 0 otherwise. Zhe effect of group ownership cannot

be predicted a priori .2 = _ S ,



L] - . -
- - : . - A

© NP - A dummy variable with a value of 1 if a TV station ¢
B S s i8 owned by a daily newspaper, 0 otherwise. ' The .- "
‘_/, - effect of newspaper. ownerghip cannot be predicted .
- ' 25
- L1a Qriori e -
 XMEDIA . - A dummy variable with a vgfue of 1 1P a TV station
' \ . is owned by a daily ‘newspaper which is publiBhed'

. the same Area of Dominant Influence (ADI), O otherwise.
- " In theory, television .stations which are owned by ' - |
. : Adaily newspapers in the same market should possess a
' ’ larger degree of market ‘power than do the stations with

which- they compete. This should 1ead to higher priqes$26

L”m\\ ABC : - A dummy variable with a value of 1 if a TV station is
o ' : ~affiliated with the ABC Televisiﬂn Network, O otherwise.

W - : z
W . ) i i
CBS ) g, A dummy varigble with a walue of 1‘if a TV stati n is

jifiliated with the CBS Televis?’h Newtork, 0 ot erwiset'

s I3

.

NBC | 2A dummy vafiaBle with a value.of 1 if, a TV station is
.oA ;_‘ ‘affiliated with the NBC Television Network 0 otherwise.
' ) ‘ " " Each of these Yariables should have a positive impaci\
local news pyice since they are being,compared to th
1y pricq,charged by independent stations.4

VHF ~ 'n A dummy variable with a value of 1 a TV sthtion {s a . |
: VHF station, 0 otherwise. VHF stdations shoul Jhave
) signifi&?ntly ‘higher prices than their UHF cdunterparts
) Qinca VH —/hold a significarit technical advantage over
e i
. ] f{ a\ .
R10 ' - A dummy variable-with. a value of 1°if'a TV station is
' in the top 10 televﬁi;pn markets, 0 otherwise.
=8I se

RN

R25 ) - A dummy variable with)a ‘value of 1 if a TVistation is
: ' " located in markets I1 td 25, 0 otherwise.: '

R50 - - A'dummy/variable with a value of 1 if a TV statibn is
L X located in markets 26 to 50, O otherwise. K '

. . , - .» - . ‘4 LY - , .
R100 = A dummy variahie with a value of 1 if 'a TV station is~ °
located  in markets 51 to 100, O otherwlise.
A dunmy,variable with a value of 1 if a TV station is
located in markets 101 to 150, 0 otherwise. It is S
expected that an increase’ in market rank  (towards the .
top 10) will lead to an increase in price.29 » 2}

4

\ ui'is a random error term, assumed to be distributed no¥mally with a mean of .zexo.

.'i .,4‘“. ‘ : .o i | vy 7




’ . s . . ) . B ." ) ’ . ‘x ‘l .
This ann‘ysis‘is primdrily concerncd with the prdéo'effectS'v Q) of cnblo

A}

television pcnetrat{on, (2) of increased mnrkcg/ionccntrntion, and (3) nf

Various types of station owxmrqhiﬁ The results from testing tho oqtimatiny

« -
equation and the preceding hypotheses arc. detui]ed in the next section.
- ) " - L4
r . : ) . )
] . ‘ R / . i
oL RESULTS .

’ .
. . « -

/
Variable means and standard deviations are provided for a number of
. s :

v . .
important local news rclated variables (see Table 1). Both the average total

v

+ 1list price and the averéée cost per thousand householdé‘increhses as the

a

Q. ‘ "

c ) brOadi%§t day progresses from noon news to late evenlng news. The average list
» price coqthper ghouqand households found in Tabie 1 would seem to be on the

high side:~ This probably results for two seasons. First, the prices found
2 ‘ '

in Standard Rate and Data Service are list prices which could be expected to

- » g
. ~

exceed actual local news transaction prices.’ Second, .advertiser demand for
-, by .

.. ; .
access to local news audiences can be expected to exceed the numbiy of access

‘oppertunities available. This should resplt iﬁ'highgr'costs per thousand and

-

highﬂr-?rices' Further inspe tion of Tablf 1 suggeSts that there is a grear ‘

" deal oﬁ,v;?}qkillty present i

N
Thé results from using

.-

each of the news specific Ya#f;bles provfded

e data to estimate six news price equatioﬁﬁ
if 2 . T “
fe a doublelog functiopal form was utiljzed, \
’ bl ;
- . . A

are fgund in Table 2. -8i

the nonstandardized regression coefficients provided are directly interpretable
-~ ! ’ -

as elasticities?o. The average quarter hour hgy%ehold~audience which
. >
v . .. . . ) ? (‘
corrosponded‘tp a .given news program was alternately included and ‘excluded. v
14 : . . \ { .

v

One hundred and thiui: stafiogﬁ were included'in the noon new$ price analysis;

. v
¥ 239 in the earlyevenlfing analysis: and 229 in the late evening analysis,“

N




e ‘ TABLE 1

)
.

P k4

. N - .
Local Tolcui){on News Tist Price Variable Means and Standard Deviations
: o f

.
-

» : Standard -
Variable e Mean * Deviation ' N
’ goon'News Price - ‘ $126 ’ $146’: , 134
Noon News Audience (HHs) 32,300 = . 32,400 134
-~ CPMHH for Woon News $5.63 - $6.52 134 ¢
; Early Eveniag News Price 5268 ] $400 | 248
.Early Evening News Audience .
' (HHs) 53,400 59,000 LN, 248
'~ CPM for Early Evening News . $6.97 " $8.00 v 248
Laie"Evéning News Prigé , $325 $595 ‘\236
" Late Evening News Audiepce ‘ \Bﬁ;(/ ) X
- (Hiis) 48,500 60,8 236
~ f0 v » . I
lCPMHH for Late Evening News $6.99 $3.93 . 236\
13 | J ’ ‘ ? i
-~ /\ . N
1] - H
- H * v 7
) k K
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4 }nsppcéion of the results provided in Table 2 suggests tha( including
. e Ve
news audience as a predictorvariable results in major conflicts with respect
to a numbew of hypotheﬂized'roiatiohships. Most notably, nctwork affiliates,
VHF stations, and statiops operatiné-outsidc of the Top 50 telcvision markets
\ .
all appear to charge 1ower\pr1ccs when the endogenous audicnce varjable is
’ included as a predictor variable. Likewise, market concentration, as measured
by the Her findahl Index, is much less of a factor, and actually has a,signi-
Y : .
ficant:négative effect on the price charged at noon. The differences found may
in fact be true oneg since the primary reason for expecting posftive relation-

) - .
- . ships between price, network affiliat&o?, VHF signal type and market size
., - .

stem froM an expectation that audience size will be larger ceteris paribus.

~

‘( ﬁowever, if one agrees with the theory that local news au@ience is an endogenoué
variable with respect to local newg price, the coefficients provided in the |,

; . ;
Tablg 2 regressions which include audfence as a predictor varlable are bhiased

and inconsistent31. Cbnsequentl;flghe rest of the discussion focuses on the

correctly sbecified reduced form estimates (those without audience).
» . A

Overall, the non-audience news price models found in Table 2 yield good
eétimates of individual station price37 This contention ig® supported by the
high R2's associated with each equation estimated (.68, .66,_and «73) and the

low coefficients of vafiation‘()o.l percent, 9.8 percext, ang 9.7 percent).

. Additionally, the non-audiente equation estimates provided are generally
- ' 7 &, .
' ! S *

consistent with our hypotheses:

B g

Most notably, a one bercent increase in QDI cablce penetration caused
4

\

1978 local news prices to fall by .21 to .27 pefPgent. This result suggests

.that cable television -systems are having and will -have significant negative

’

effects on broadcast -revenues (and_ultimately p;ofits).

. . ©

S |

LY ‘ -~




. TABLE 2

Regresslons on Television News Advertising Prices.
Doublelog Forms(t-statistlcs in Parentheses). .

" p<.1 for a-1 tall- Ctest bp<-05 for a 1 taill test: ﬁRE.OI for a 1"£u11 test)

~DLLondonL Variables Ad Prlco Ad Price Ad Price Ad Price . Ad Price Ad Price
‘“N~~\\ Noon Noews Noon News Early Fven- Farly Fven- clate Even- L.ate Fven-
Prodlctor VnrlnhT‘*-.\hrm;wﬂ____~~M*___w___w_____ing_ﬂggﬁ-__. dng News  dng News  ning News
o
TV-Radio Combo -.03. -.05 .03 .08 —ZOBH —.05
i ©(0.42) 10.52) (Q.55) (1.08) ' (1.47) (0.71)
Group-Owned .09 15" . .04 .09 ~. 02 ~-.01
(1.00) (1.49) (0.53) . (1.11) ~(0.41) ° (0.12)
R4 /
Newspaper-Owned -.09 . ~-.11 .02 - .05 V7 -.09 .04
‘ (1.02) (1.08) (0.31) (0.54) (0.14) (.42)
Same-Mkt Newspaper- ' : ARY
TV Combo -.02 -.07 . -.002 - -.09 -.01 -.08
: . (0.19) / (0.46) (0.00) (0.71) (0.06) (0.58)
ABC Affiliate .02 R AL -.33 -.24 S .24 .30
/ ~(0.10) (1.44) (0.73) 7 (0.46) (0.86) (0.78)
CBS Affiljate .05 .46 .20 . -.003 o1 42
(0.24) @.10) (0.44) _(0.00) (0.50) (1.09) -
NBC Affiliate C =02 LY . =.03 -.26 .43
(0.08) . (1.86) (0.52) - §Xo.06) (0.92) ¢1.13)
VHF ‘ -.19 .14 ©-.05 ,22° -1 318
(1.25) (0.89) (0.54) .37) (1.42) (3.20)
TOP 10 N L 1.53° | .98 . 2.33° .59¢ 2.30°
(2.17) (5.25) i (3.75) (9.35) (2.70) (9.23)
11-25 | .15 .94¢ .48 1.53¢ .27% 1.47°
- (0.61) (3.91) (2.32) . (7.81) (1.58) (7.42)
26-50 _ . 06 .73¢ .20 1.11€ -09 .99¢
: . (0.30) (3.40) (1.14) (6.62) (0.62) (5.76)
51-100 e -.31P .19 . -.05 .69° ~202 ¥ 550
: , (1.74) (1.00) (0.33) (4.88) - (1.72) (3.65)
©101-150 ° -.34° s -.07 ~.192 .32¢ -.31° .10
: ' (2.06) (0.36) (1.49) (2.47) (3.92) (0.72)
Cable Penetration -.21¢ (.25t -.14¢ . =21 -.14 -.27¢
¢ : (3.00) (3.05) (2:53) (3.19) - (2.95) (4.@96/
Herfindahl Index -.20°%- -.05 .08 .36% -.03 LoL22¢
- (2.50) (0.60) (1.10) (4.97) (0.52) | (2.98) .
Consumer Spendable - . ' a v c
Income/HH . -.02 .24 - .04 .02 .39° _ .83
. - (0.06) (0.55) (0.14) (.05) (1.57), (2.46)
No. of HHs Viewings ' .38 ——— 45 dé{ —-—— ‘ .67C . —_——
) ) (6.31) (8.92) (13.90)
- - :
Constant Term . 5.00 - 3.25 4.13 - 3.55 2.00 . =10
R? ' 768 .686 .753 - .664 .860 .732
Standard Error of FEst. .394 .457 437 . .508 . 368 .508
Confi;gré‘t (*Variatlon .087 .101 ' .084 ) .098 oy .070 *.097
130 130 -1~l 239 - 239 229 229
i

[Kc - -

wll Toxt Provided by ERIC




The market concentration results (Herfindahl Index) found in Table 2

/ : fulfill our expectation that an ﬂn('rv;'uu- In warket concentration avill lead
to an increasce In pricee Mn?kcr poncontfnllon had no effect on noon nvwi
prices.  However, a one percent lncroqﬁo fn marKet vonconérutlonl(tho

. 'Horfinduh{ Index) resulted in .36 pefeent higher carly ovining news prices

s and .22 pcréont higher late cvening news prigcs. Likewlse, hitgher income

audiences uppuar.tq be worph more to late cvening news advertisers. A one

\\\ percent increchse in a market's consumer‘spendable income per household 1led
to n‘kincreauo 1n 1ate news prices of .83° percont. ) p

.

As for the wnerbhip type variableq examined (Tv-radio comblnationq,

group-owned statibns, ‘newspaper-owned statibns, gnd same-market newspaper-TV
1 ; newspap 3 Wsp

i .

.

combinations), there is little to report. Television statioﬁs which own radio

- -

stations in their harkct of pperafion charged somewhat lower (but not signi-

.

4 .

.ficantly spd prices at noon and in the late evening and somewhat higher prices
fo;\the earl \evening'news.' Group-owned stations charged 15 percent higher
. -
prices at noon than did 811 other stations . and nine percent morc for early

”

r
evening news spots. However, their late night prices were no differont from

all other stations, ceteris Qarig%s. ’New;paper-owned stations had somewhat

lower prices at4F° .; no re difference existed for early evening and "late
evening newscagts. FinallygQ television statiohs which are owned b& daily
newspaperqii' the same, ADI charged lower prlces (but not signlficantly soL
at ncoon, in, the earlJ evening and for the 1ate evening news. . A\

Network|affili i;n had the expected effect on nowq prices’ except in tHe

\\ early evEni

affilfate

where no difference was found between the- price charged by

, o - . : .
and those charged hy independents. The major eaveat which exists

. : 4 . ’ .
with spect to our affiliation results is that only a small number of inde-

]

nt stations were included in the fingl estimate of each equation (six in //

analysiu, one in the early evening analysis and two in the late

pen

the no

. o ’ . 4 .
evening analysis). Cohsequently, the most important affiliat!on rggults arce found

'\)‘ | - ." » ’12
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- -

Dby compari?g ABC affiliates ro- CBS affiliates to NBC affiliates. The

L}

Y . . results coﬂtained in Table 2 suggest that news advertis1ng prices wei%
. highﬁst on CBS and NBC stations in 1978 . e - B

Finally, the s1gna1 type and market rank coefficients confifm our

v

-oexpectationsi VHF stations charged significantly higher'prices ﬁg}eanly

5\: : A .

P
egening and 1ate evening news advertisers than did UHF stations (22 and 31
N “ c. .
. ﬂpercenf'more respejtivelx). Likewise, stationg _operating in 1arger markets
. . . . . I . . ?

- consﬁitently charged advertiéers higher prices for dccess toisheir audiences.,

s . . L. J
. A , . ' : . . ;W
' For example;*Stations‘operating_in the Top 10 telev1sion.ﬁarkebs chérgid‘

-
-

4 - '3
advertisers 230 percent higher rates in 1978 for(a )1ate evening news spot .
- e . , . . AN
than did stations operating in markets 151+, In markets 11 to 25,-the )

- R

v

‘differential was 147 percent. The®fest of the. coefficients are interpreted

\

. . . ~ .

in a similar manner. - . . : . -
' - “ E - .- ’ ’ . ' i
. R S
\v,\\> | . o DISCUSSION - S -
- : A_nﬁmber of policy questions were posed'at the beginning of this’ article.

These questions can now be answered in a definitive manner. / Four types of .

ownership were examined. Only in the case of grcup—owned stations”was a -
e ' _ @ S e

‘significant relationship discovered: that group-owned stations charged
N o _ . - N

'significantly higher noon news prices in 1978. ; .

~ - On the other hand, significant relationships were found between the

~—

remaining policy variables and the price charged news advertisers. Specifi-

éﬁlly, cable penetration was found to be inversely related to news prices and

Y o
~

market concentration was found to have a’'pdsitive effect on price.

«

The former results suggest one of two things. Either same-market cross-

media combinations do not possess more market power than all other stations,

. ceteris paribus, or they were not exerc1sing the extra market power which they

A
@ possessed with respect to thc prices charged local news advertiset*s in 1978. 32
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The analysis presetnited herein cannot determine which of these representé the

true market condition. ‘However, these results clearly suggest that the
- £
) .' ’ ’ ' . .
prices charged by the ownership types included in this study were consistent

»

with the prices being charged by all other statibns. In other words, no overt

~

‘exercise of power over price was found with respect to the ownership types studied.

. . /
The cable penetration results are consigstent with the audience diversion

L 4 . . .
studies submitted a§ part of the FCC's Cable Television Ecgromic Inquiry.33

There is no question but that fhéreaéés in cable penetration, all ‘othér things

L4

€qual, result 'in reduced broadcast audienées.‘ The resuita of this ,study.

N . * .
_provide an estimate of the.relationship between cable pehetration and the

- -

/

'priEes charged to gain ao¥ess to, the audiences produced by each station's’most .

important type of local program. Clearly, the megative effect cable television

Ny A ' o s
has on broadcdast audiences results in lower advertising prices (and ultimately X
. . .&Sga .

. 34 : , ) :
lower revenues). No broadcaster has yet been forced off the air because of
cable television. However, as cable penetration increasés,'broadéasters can be

expeéted to achieve lévels of profitabi

- O E

. .

' economic returns. As cable competition reduces the excess profits earned by
. . ]

lity which are more consistent with normal

.
“

broadedsters to mormal 1eve1§, the FCC's taxation by regulation scheme will have
F . ¢

to be modifiéq.?s . - T
. . ‘ . R

The market.concentration results indicaﬁﬂ that stations which operate in

markets with less direct television competition and/or with more uneven competition

charge‘higﬁer news prices, ,all other things equal. - Telecommunication pblicy

makers haye beén struggling with this problem for many years. Since only a

3
.

limitgd number of over-the-air commerciai television channels have proved viable
» ' - :
given the FCC's policies and table of allocatioms, the primary method for
. ’ ’

“reducing tAc undesirable effects of television market concentvation, inggeasing

thé&number of competitors, seemed out of reach. AReceﬁtlye however, the FCC has.

, >

taken a number of steps*which shoyld increasc competition in television markets

4
-

T 14
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~ . - I . . [} . . . : .
. in the long run. Examples of such pro-competitive policy include: a \ /.

laissez faire approach to cable television, allowing for the 1icéhsing of
. . : : .

R . : :
over—the~air pay televisibn stgtions, allow%ng for the development of thousands

of low power televIaion stat;bns, and considering the use of direct broadcast
[ ' ‘ ' oo s
satellites for program de}?@ery to the home. Such policie$ should reduce the

N / "
market powdr possessed by any given teﬂeyision firm. Jarowever, as indicated

" in tHe discussion of the cable penetration results, the FCC should not be

éilowéd to indefinitely maintain its scheme of taxation by regdlation as it
o ‘ » :

. / _ o«
increases the competition television broadcasters must face.

2
»
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