
















































































As the FCC suggests, delineating appropriate "safe harbors"

can produce social benefits. Enforcement resources can be

concentrated where anticompetitive activities are most likely.

Costs of compliance are reduced too, when regulated firms have

clearer guidance on enforcement standards and procedures.

Consequently, there is likely considerable merit in the FCC's

proposal.

Recommending a regulatory "safe harbor" does not necessarily

imply that all transactions failing the "safe harbor" criteria

would be objectionable. For example, when enforcing the

antitrust laws, the FTC and DOJ may decline to challenge mergers

occurring in "moderately concentrated" markets (where the post­

merger HHI is between 1,000 and 1,800) because further analysis

reveals that the transaction would be unlikely to reduce

competition. The same may be true for transactions involving

television and radio stations. Accordingly, we suggest that the

FCC continue to consider waiver applications even when the "safe

harbor" conditions are not met. To the extent that the FCC is

concerned about competitive problems from such combinations, we

believe that the analytical framework outlined in the Merger

Guidelines provides a useful method for identifying potentially

troublesome transactions.
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VIII. Conclusion

FCC rules ban holding attributable ownership interests in

television stations whose signals overlap, limit the number and

audience reach of commonly-owned non-overlapping television

stations, and limit owning geographically proximate television

and radio stations. From the perspective of competition policy,

the blanket ban on local television multiple ownership and the

restrictive policy towards radio-television cross-ownership could

be appropriate if the net effect of such combinations was likely

to be anticompetitive, and if the costs of case-by-case

evaluation are likely to exceed the benefits from allowing those

combinations having positive net effects. But applying the kind

of analysis used in antitrust enforcement to the competition

issues in local television and radio markets suggests there may

be little basis for such a strong presumption that combinations

in proximate locations would reduce programming variety or create

market power in advertising markets. Moreover, it may be that

combination could lead to substantial efficiencies, similar to

those demonstrated in other broadcast situations. Thus, it may

be appropriate, and consistent with the concerns of competition

policy, to relax the current blanket prohibitions. The FCC might

consider, in addition to the ways it has proposed to relax the

existing rules, using more case-by-case analysis.

For similar reasons, competition policy would not bar

relaxing the rules applying to television station ownership
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nationwide. 83 Because television stations compete in local

markets, the competitive effects of multiple station ownership

are best understood by analyzing the impact of such ownership in

individual markets. National ownership limits are unlikely to

increase the variety of programming available to local viewers or

to protect competition in advertising markets. But the limits

may prevent firms from realizing certain efficiencies that derive

from owning more than one station.

83 We reiterate that this reply comment has addressed issues
relating to economic efficiency, competition, and the enforcement
of the antitrust laws. It has not addressed other issues, such as
the relationship between diversity of ownership and diversity of
editorial viewpoint, that may be important to the FCC.
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Appendix

To examine the impact of cable television on broadcast

stations' audience shares, we constructed a data set consisting

of the following variables:

1. SHARE i = sum of audience shares of broadcast stations in
ADI i in the 9:00 a.m to midnight time slot. The audience
share of each station is the percentage of households using
television tuned to that station.

2. CABLE i = percentage of homes passed by cable in ADI i.

3. HUT i = percentage of television households using
television in ADI i during 9:00 a.m - midnight time slot.

4. NUMSTA i = number of broadcast television stations in ADI
i.

5. RPCINC i = real per capita income in ADI i.

6. RLPCSL i = real per capita retail sales in ADI i.

7. POP_HHi = average number of persons per household in ADI
i.

Each of these variables was created for 1988 and 1984 for

each of the 212 Arbitron ADls. We then pooled the data84 for

both years (thus creating a data set of 424 observations on 7

variables), and regressed SHARE on the remaining variables. To

control the possibility of heteroskedastic disturbances, we

employed weighted least squares (using the number of households

84 We conducted a Chow test to assess whether the parameter
restrictions implied by this pooling were valid. The results of
this test led us to accept the null hypothesis that the
restrictions held.
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in each ADI as the weight).85 We obtained the following

results:

Source I SS df HS Number of obs .. 424

---------+------------------------------ F{ 6, 417)" 132.09

Hodel

Residual

44600.8195 6 7433.46992

23467.2177 417 56.2763014

Prob > F

R-square

.. 0.0000

= 0.6552

---------+------------------------------ Adj R-square = 0.6503

Total I 68068.0372 423 160.917346 Root HSE = 7.5018

The results of this regression suggest that, holding other

factors constant, each one percentage point increase in the

number of homes passed by cable in an ADI is associated with a

half-percentage point decrease in the aggregate audience share of

the broadcast stations located in that ADI. 86 We can reject the

85 The ordinary least squares parameter estimates were quite
similar to those obtained using weighted least squares.

86 The sample correlation coefficient between CABLE and SHARE
is -0.64.
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hypothesis of no relationship between the two variables at the

one percent level of statistical significance. 87

87 If SHARE is also a determinant of CABLE, then this ordinary
least squares coefficient might fail to estimate consistently the
true relationship between CABLE and SHARE. To obtain a
statistically consistent parameter estimate under such a
circumstance would require one to find some statistically
predetermined factor that influences CABLE, but not SHARE. It
seems likely, however, that any factor that influences CABLE will
also influence SHARE.
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