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"residual demand curve" facing the firms in the market.82 Unfortunately, such

a study would require more than network participation in the reporting process.

Among other things, the project woul4 require collection of a representative set

of contracts (including terms and prices from syndicators) for both off-network

and first-run syndicated program sales, as well as data on costs of distribution

and production of these shows.

We also note that the reporting requirements will be especially important

if Proposal II is adopted. The substantial elimination of the rules over a four

year period would result in a greater opportunity to examine empirically

network behavior in light of the various theories (e.g., warehousing, favoritism)

put forth by those favoring the rules.ss Such information would provide a

sound basis for the FCC decision either to relax substantially or to re-impose

the Rules. This opportunity would not be available if Proposal I, which

substantially perpetuates the effects of the current rules, is adopted.

82 See, e.g., Baker and Bresnahan, "Estimating the Demand Curve Facing a
Single Firm," Journal of Industrial Economics 33 (1985): 427, and Scheffman and
Spiller, "Geographic Market Definition Under the U. S. Department of Justice
Guidelines," Journal of Law & Economics 30 (April 1987): 123-148.

88 Empirical studies of the networks' behavior prior to adoption of the rules
do not support the imposition or continuation of the rules. See, e.g., Crandall,
"The Economic Effect of Television-Network Program 'Ownership'," Journal of
Law & Economics 14 (October 1971): 385-412; and "FCC Regulation, Monopsony,
and Network Television Program Costs," Bell Journal of Economics and
Management Science 3 (Autumn 1972): 483-508. See also Woodbury, Besen, and
Fournier, "The Determinants of Network Television Program Prices: Implicit
Contracts, Regulation, and Bargaining Power," Bell Journal of Economics 14
(Autumn 1983): 351-365.
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III. Conclusion

FTC staff continues to believe that the best course is to eliminate the

fin-syn rules. We believe that Proposal II substantially achieves this goal. We

also continue to believe that Proposal I represents the kind of compromise that

might leave consumers worse off than if either complete elimination or

complete retention of the current rules were chosen.
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