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Diftecences Between the Levels of Spot and
Network Television Advertising Rates

John L. Peterman*
I

In a recent paper, Porter (1976) states that the debate on
network television discounts has overlooked the

distinct cost advantages to advertising via

the network versus utilizing spot advertising.

H2twOork rates range frcm aporoximately 10 to

70 percent of the sum of the individual sta-

tion [spot] rates, with the discount varying

by time of day and season. This means that

a potential entrant cannot effectively utilize

spot advertising in a limited area to counter

network advertising by going firms (p. 403).
That is, if entry occurs on substantially less than a national
scale and spot television is purchased to counter the network
advertising of existing (national) firms, the entrant faces
higher spot than network rates; and if network advertising is
purchased to secure lower rates, waste circulation is obtained.
So the entrant's cost of advertising (per unit of output) will
exceed that of existing firms. Presumably, under these con-
ditions, entry might be expected on a larger scale. But Porter
arques that except for advertising, entry on a larger scale will
on balance cost relatively more than entry on a smaller scale.
Porter expects higher rates of return in those industries which
rely importantly on network advertising, since the costs of
entrants into them are nhignh relative to the costs of existing
firms. In general, this effect, previously thought to stem from
discounts, is now thought the result of a differential between
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Porter supports hls position with regression estimates ot

s
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Drofilt rates acro 35 consumer goods industries. FBach equa-

tion contains a different advertising variable.2

For the full sample . . . of industries, replacing
A/S [advertising as a percent of sales] with NET/S
fnetwork advertising as a percent of sales] increases
the size and significance of the coefficient of
advertising and the corrected R2 of the equation
.... NATL/S [the sum of network and magazine
advertising as a percent of sales] yields results
slightly inferior to A/S. Introducing the ratios
for other media singly, additively, or in interac-
tion form yielded insignificant (and sometimes
negative) coefficients (p. 405).

He concludes
that the elevation of market power due to
advertising is primarily due to the size of
advertising outlays on network television and
magazines, especially the former .... The
requirement of matching competitors outlays on

[other] media puts entrants at no serious dis-

advantage which would yield going firms market
power (p. 405).

The significance of network advertising is attributed
primarily to differences between spot and network rates. But in
looking at the issue in greater detail, the differences in rates
appear much smaller than the range Porter suggests. The implica-
tion is that Porter's regression results may in large part stem
from other factors. Aspects of the network rate structures in
light of which Porter's estimate of the rate differences is
discussed are presented in Part II. Other estimates are given in
Part III.

11
Porter's estimate is based on the network rate structures

for oprogram time (time during which the advertiser presents a
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program containing his commercials). These structures differ
from those for participations (units of commercial time normally
of 30 or 60 seconds within network programs), although of course
there are important similarities between them. During the time
covered by Porter's regressions, probably over 80 percent of the
networks' revenues were derived from participations, the balance
stemming only in part from sales of program time. Beginning in
1966, the networks adopted rate structures in which the prices of
program time were directly varied by time of day and season.
These structures (on which Porter bases his estimate of the
differences between spot and network rates) have continued
although with minor variations up to the present time.

To understand these structures, it is necessary to examine
the audiences generally available to view programs. These
audiences, defined here as the proportion of households using
television, change in definite and systematic ways and the broad
patterns, although subject to modification ovexr time, have
endured for many years. In general, the proportion of homes
using television at any particular time between noon and midnight
remains relatively stable from late September to about mid-April,
at which time the proportions fall, continuing at these lower
levels through May; then the proportions fall again, but
primarily for programs broadcast between 6 and 11 p.m. and remain
consistently at these levels through June, July, August, and
early September. Therefore, as a general rule, the propor-
tion of homes viewing a programn would depend upon the months
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aurinyg which 1t is broadcast. Secondly, the proportion of homes
reached by television remains relatively stable from noon to 5
o.m., after which audiences rise rather sharply, reaching a peak
between 9 and 10 p.m., and then fall off to midnight. The avail-
able audiences, therefore, depend upon the time of day during
which programs are broadcast. The nature of these audience
changes are shown on average for 1976 and 1977 in Illustration 1.
The variations in network rates by time of day and season
correspond closely to the variations in audience size. Conse-
quently, the changes in rates equalize approximately the cost per
unit of available audience to buyers of different times of the
day or within different seasons. For example, in 1977 network
hourly rates from noor. to 5 p.m. throughout the winter, spring,
and summer seasons average 42 percent of the networks' highest
nourly rate (from 9 to 10 p.m. eastern time during the winter
season). The corresponding hourly proportion of homes using
television averages 45 percent of the highest hourly proportion
(again from 9 to 10 p.m. during the winter season). The ratio of
these percentages (.94) indicates that the reduction in afternoon
relative to highest evening rates conforms guite closely to the
corresponding reduction in homes using television.3 Similar
ratios of hourly network rates from 6 p.m. to midnight expressed
as a percentage of the networxs' highest hourly rates to the
corresponding hourly proportion of homes using television are
given in Table 1 for NBC and CBS for the winter, spring, and
summer seasons. The figures in parentheses include ABC which in
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ILLUSTRATION I

Homes using Television as a Percent of
Highest Average Proportion of Homes Using
Television by Time of Day and Season of
Year (1976 and 1977)

Source: See Table 1. Highest hourly
proportion of total homes reached on
average during Jan. - March, Sept. - Dec.
(the winter season), 1976-1977 is set
equal to 100, and average homes reached

at other hours during this period and
during April - May (spring season) and
June - Aug. (summer season) are expressed
as percentages of this highest proportion.



1977 did not vary its published rates by season.4 The aver-

age of the ratios weighted by length of season is .97 for NBC and
¢35. Including ABC, the average is 1.01. If hourly rates
remained at their highest level throughout the evening and year,
the ratios in Table 1 would range from 1.00 to 1.72 and would
average 1.27.

In setting out the prices of program time, the networks pub-
lish a "base"” rate for each affiliated station and the prices for
particular times of the day or within different seasons are
expressed as percentages of the base rates of those stations
included in the buyer's order. For example, the rate from 6:30
to 7 p.m. on NBC during the winter season i1s currently 54 percent
of base rates; and from 9 to 9:30 p.m., 77 percent. These per-
centages fall to 44 and 69 during the spring season and to 40 and
61 during the summer. Morning and afternoon prices are derived
using percentages below those applicable during the evening.

In making his estimate of the relative cost of network and
spot advertising Porter apparently assumed that the networks'
base rates are the stations' spot rates; and the network rates
which he compares with them are the rates which result when the
various percentages are applied to the base rates. These per-
centages range from about 10 to 70, so Porter concludes that net-
worx rates range from 10 to 70 percent of spot rates. But in
fact they are all network rates; and the bulk of the variation in

them simply accounts for time of day and seasonal differences in



Table 1

Ratios of Average Hourly Network Rates as a Percentage of
Highest Average Network Rates to the Corresponding Percentage
of Homes Using Television, 1976-1977.

Time of Day, P.M.

Season 6-7:00 7-8:00 8-9:00 9-10:00 10-11:00 11-12:00

Winter .86(.89) .93(.95) 1.00(1.00) 1.00(1.00) 1.02(1.04) .98(1.02)
Spring .89(.98) .97(1.06) 1.02(1.08) .97(1.02) 1.00(l.01) .99(1.02)

Sumimer .87(.98) .93(1.08) 1.04(1.17) 1.03(1.10) 1.00(1.09) .93(1.00)

Source: Network rates are from Network Rates and Data, January 10,
1978. The proportion of homes using television by hour and season
is from Nielsen National Television Ratings, Television Usage,
Estimates of Homes by Hours, Bi-Monthly, 1977. The winter, spring,
and summer seasons are defined as in NBC's rate schedule.


http:1.00{1.09
http:1.03{1.10
http:1.04(1.17
http:1.00(1.01
http:1.02(1.08
http:1.02(1.04
http:1.00(1.00
http:1.00(1.00

uidloance slze. SO what 1s said to be a comparison between spot
and networx rates is-really not.

Over the years, stations have published their spot rates for
program time, although at present most stations do not,
presumably because sales of this time are unimportant.

Throughout the 1960's, spot rates varied substantially by time of
day, less so by season, although given the relatively small
proportion of revenues derived from program time, seasonal
variations might have occurred in other ways. To discover
whether this was so would require a sample of actual transactions
which we do not have. Such variations in spot rates mean that
they do not always equal the networks' base rates. In January
1566, the sum of the networks' base rates for a sample of 150
stations (50 stations drawn from each network) for the pur-

chase of the hours between 9 and 10 a.m., 2 and 3 p.m., and 9 and
10 p.m. equals 97 percent of the sum of the stations’' spot rates
for the same periods of time, suggesting that spot and network
rates for program ;ime are similar.

Secondly, the networks' base rates are hour-rates whereas
the percentages applied to them result in half-hour rates. For
example, the rates of NBC and CBS from 7:30 to 8 p.m. during the
winter season average 70 percent (and from 8 - 8:30 p.m., 78
percent) of base rates. Porter assumes that each percentage
expresses a difference between network and spot rates, 1i.e., that
network rates are 70 or 78 percent of spot. However, if the hour
from 7:30 to 8:30 p.m. were purchased, the networks' rates would
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egual 70 plus 78 or 142 percent of base rates. If spot rates
equal network base rétes as Porter assumes, then it would seen
that network rates exceed those of spot. But if they do, it
cannot be discovered in this way, since the comparison would
still involve only different network rates.

III

The estimate of network rates presented below is based on
sales of participations. The prices of participations are
specified for each program series and vary in relation to the
size of audience advertisers expect to reach, so they vary with
the popularity of particular programs and by time of day and sea-
son. As 1in the case of program time, variations in the prices of
participations equalize approximately the cost per unit of audi-
ence reached by network advertisers.

Several studies (Blank 1968; Peterman 1968; Comanor and
Wilson 1974; Peterman and Carney 1978) have shown that the prices
of participations do not appear to vary in relation to the size
of buyer. This 1s so whether size is measured by total expendi-
tures on network television or on individual networks. Further-
more, the published discounts for participations are compara-
tively small and in 1966 averaged between 2 and 4 percent for the
purchase of 26 minutes broadcast on alternate or consecutive
weeks on the same program series. Only about 5 percent of the
total number of minutes purchased by all advertisers on a large
sample of programs appeared sufficlent in terms of quantity to
qualify for these discounts, suggesting that buyers may generally
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find that the advantages from spreading their purchases through-
out tne broadcast schedules exceed the price reductions possibly
achieved by confining their purchases to fewer programs.7

From the program sample described in Fn. 7, the prices per
minute participation and the number of homes reached were
obtained for each buyer on each series. The mean price per
minute is $32,313 or $2.93 per 1,000 homes reached.8 This
figure, given the absence of substantial discounts and differ-
ences in price according to the size of buyer, is assumed a
reasonable indication of the price (hereafter cost per 1,000)
generally charged networx advertisers.

Station spot revenues are derived primarily from participa-
tions on station programs and commercial time between pro-
grams.9 Estimates of spot costs per 1,000 are based on a
sample of 197 stations (two stations being selected, so far as
this was possible, from each market containing three or more
stations). The average price per minute announcement from 7:30 -
ll p.m. (or from 6:30 - 10 p.m., depending on time zone) 1in
February 1966 and tpe aQerage number of homes reached (per
quarter hour) during this time were obtained for each station and
converted into estimates of the cost per 1,000. Estimates were
made for the purchase of 1, 3, 5, and 10 announcements per week.
Each purchase was assumed nonpreemstible: i.e., each minute 1is
firmly held by the buyer. Estimates were also made allowing for
preemption: each minute is held by the buyer unless the sta-
tion is offered the higher, nonpreemptible rate, in which case
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the original buyer may retain his position by paying the higher
rate.’ These estimates are presented and compared with the net-
WOrKX averade in Table 2.lO

A comparison of rows a. and b. of Table 2 indicates that the
two sets of estimates differ only slightly. Siqce the latter
tends in character to approach a network purchase, the following
comma2nts are based on the ratios of spot to network costs
appearing in row d.

These ratios range from 1.18 to .87 and depend on the number
of minutes purchased and the type of contract entered;ll
Unfortunately, without information on the frequency with which
buyers make the various spot purchases, 1t i1s difficult to sum-
marize the differences between spot and network, although it 1is
clear that 1in general the situation is quite different from that
portrayed by Porter. If all purchase options are given equal
welght and 1f it i1s assumed that all buyers reach the stations'
average audiences, then the differences in rates might be sum-
marized by the average of the ratios, which it so happens equals
1.00. The average excluding the extremes (of one minute non-
preemptible and 10 minutes preemptible), assuming that these
purchases occur relatively infrequently, is .99.

I note however, that certain of the spot estimates i1n Table
2 may more closely approximate than others the average cost per

1,000 buyers actually incurred, in which case the closer approx-

imations would be more relevant for comparison with the networks.
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Tanle 2

Spot Television Costs cer 1,000 Homes and Ratics
of Spot to tetork Costs, 1966

Minutes Per Week

liorpreemptible Preemptible®
1 3 5 10 1 3 5 16

a. »ean Cost per 1,000

per minute per

station $3.52 3.22 2.99 2.83 3.02 2.78 2.62 2.84
b. Sumof Station Minute—

kates/Sum of Homes

(in 1,000's) $3.46 3.18 3.01 2.83 3.00 2.79 2.65 2.54
c. Row a./$2.93P 1.21 1.10 1.02 .96 1.04 .95 .89 .85
d. Row b./32.93b 1.18 1.09 1.03 .97 1.02 .95 .90 .87

Source: Homes rzached by each buyer on each network series are from Nielsen
Television Index, Program Analysis, Total Audience Rating Nielsen Co.,
Bi-Monthly 1966) and LNA/BAR, Sec. 1, Station Line—ups, September and
November 1966). Prices paid per minute by buyer by network series are from
LIA/BAR, Sec. III, Novemoer 1966. Spot rates are from Spot Television,
rates and Data, rebruary 15, 1966. Average homes reached per quarter hour
by station are from American Research Bureau, Research Report: Day-Part
Television Audience Summary (February/March 1966). The sources listed hers
and in Note 7 were used for the estimates 1in b. below except that they cover

a camparable period in 1965.

@ Stations freguently had several provisions for preemption. If so, highest
preemptible rates were used tO estimate costs. For stations without provisions for

preemption, nonpreemptible rates were used.

b Comparable ratics for 1965 estiinated from 42 network series and and 188 stations
are for row ¢c: 1l.26, 1l.l6, 1.11, 1.05, 1.12, 1.03, .95, .93; for row d4: 1l.14, 1.06,
1.04, 1.00, 1.04, .96, .92, .87. The row d. ratlos average about the same as in
1966; the row c. average exceeds that in 1966 by about 7%, suggesting that the ccst
per 1,000 is somewhat higher in smaller markets (although this was not the case in
1966). The row d. ratios based on a sample of 33 stations (drawn from marxets
containing 2 stations) are approximately eeual to those reported above for 1966. (n
average, these statlons reached smaller audiences than did those contained 1in the

sarple of 197 stations.
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Almost all sample stations are network affiliates and therefore
carried network programs. Since the size of audience reached by
these programs substantially vary,12 it would seem that sta-
tion audiences would similarly vary. But station rates appear
mich less flexible than the networks'. Stations may have only
one or two rates in effect from 7:30 to 11 p.m. (assuming a given
number of minutes and specified contract terms) whereas the net-
works will have a different price corresponding to each program
and the audience it is likely to reach. One wonders, therefore,
whether the provisions for preemption and the discounts based on
the number of anncuncements broadcast in one week (which are
absent from the network contracts) are not themselves, at least
in vart, means by which the stations have increased the flexi-
bility of their prices to correspond more closely to differences
in the size of audience and therefore in the value of time.
Consider a buyer of one nonpreemptible minute per week.
Presumably, he would try to purchase time when the expected audi-
ence 1s larger than the station's average; and if he were only
willing to pay the higher rate most stations charge for this
purchase unless in fact he reached a larger than average audi-
ence, he would Dbe successful. Conseguently, the cost per 1,000
reported for such buyers in Table 2 may be too high, since the
estimate is based on each station's average audience, whereas
these buyers may generally reach audiences larger than this.
Alternatively, suppose the buyer purchases S5 or 10 announcements
per week. He might then wish to spread his purchases throughout
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tne broadcast schedule, reaching different groups of viewers and
at different times of the evening. As he does so, some units of
time are apt to reach smaller audiences than are others. But the
buyer may be willing to purchase them if the station grants a
discount, which most do. 1In general, if these buyers reach
audiences closer to the average than do buyers of a smaller
number of minutes (and who therefore pay higher rates), then the
discounted purchases would approximate more closely the cost per
1,000 actually incurred by spot buyers and would be more relevant
for comparison with the networks'. The ratios for the 5 and 10
nonpreemptible units per week average 1.00; and for the 3, 5, and
10, 1.03.

The provisions for preemption might also be explained along
similar lines. A buyer of one preemptible minute might pay a
lower rate in part because the time he obtains reaches approxi-
mately the station's average audience; for it seems likely that
if his announcement were to reach an audience substantially above
the average, the time would be preempted by buyers offering the
higher, nonpreemptible rates. If so, the cost per 1,000 for the
purchase of 1 (or perhaps 3) preemptible announcements may corre-
spond quite closely to the cost per 1,000 typically incurred by
spot buyers. From Table 2, spot costs for these purchases are
close to the network average. On the other hand, the purchase of

10 preemptible announcements (for which station costs are about
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13 percent below the networks') may be biased downward--for, in

aeneral, these buyers may reach audiences below the average. If
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15 cas=, then the time might be worth preempting.
Some support is provided by a group of stations which have

followed the networks' practice of directly varying the prices of

the various unitg of time offered.l3 Forty-eight of the sample

stations had rate structures of this type. For this grocup, the

ratios of spot to network costs are listed below:

Nonpreemptible Preemptible
1 3 5 10 1 3 5 10
Mean cost per
per minute
tation/$2.93 1.10 1.04 .99 .95 .97 .92 .89 .84
Sum of station
rates/sum of
homes (in
1,000's)/$2.93 1.07 1.03 1.00 .97 .98 .95 .92 .89

The differences between spot and network are generally smaller

than these in Table 2.l4

The reductions are most pronounced

for the purchase of 1 and 3 minutes nonpreemptible which might be
expected if the use of the stations' average audiences under-
estimated the true audiences and therefore biased upward the spot
costs reported in Table 2 for these purchases. Similarly, spot
costs rise (although slightly) for the 5 and 10 preemptible pur-
chases, so the extent to which spot is less than network diminishes.
As is evident, for most of the purchase options, spot and network

costs differ only slightly.
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It is not known whether minute announcements are distrib-
uted evanly throaghout the period 7:30 - 11 p.m. If confined to
tne fringes of this time, when audiences are below the average
from 7:30 to 11 p.m., then the spot estimates reported above
would understate the situation actually confronted by buyers. To
account for this possibility, spot costs were derived using the
stations' average rates from 7:30 to 11 p.m. and the homes
reached during various fringe time—periods.lS It was pre-
viously noted that the average of the ratios in row d. of Table 2
equals 1.00. The average of the ratios if spot costs are instead

based on the homes reached during various fringe periods are

listed below;16
Average of the ratios of spot
Time Period to network costs per 1,000

7:30-8 p.m. & 10-11 p.m. 1.04
7:30-8 p.m. & 10:30-11 p.m. 1.08
7 to 7:30 p.m. 1.10
6:30 - 7:30 p.m. 1.15
6:30-7:30 p.m. & 10:30-11 p.m. 1.17

As one moves from the daily periods of peak vieQing, audiences
fall, so spot costs rise relative to the networks'. But as one
moves to the extremes, the estimates become less plausible
because in fact most stations have lower rates from 6:30 to 7:30
p.m. and from 10:30 to 11 p.m. than the average from 7:30 to 11
p.m. And it is the average on which the above estimates are

17

based.
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To sum up, it appears that the differences between rates are
a2llec than the racge suggested by Porter.lg Therefore,
~he sijgnificance of the relationship between networx advertising
and industry profits which Porter attributes to a difference 1in
rates may stem from other factors. Perhaps industries that are
local or regional in character (and which therefore rely on local
media) have higher rates of depreciation of advertising than do
national industries, so that the failure to capitalize rather
than expense advertising improves the coefficient of network
advertising; or expenditures on local compared to national media
may involve greater measurement error, so that the coefficients
of Porter's variables which include the former are biased toward
zero; or firms producing more successful brands or which are
generally more efficient may be more likely to distribute over
very wide areas and therefore rely relaﬁively more on network
television, so that profit rates are more closely associated with
network advertising than with that in other media. What does
seem clear is that Porter's conclusion that his "preliminary
results suggest that social limits in advertising may be relevant
"

to network television ..." 1s yet to be supported by substantial

evidence.
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FOOTNOTES
* Economist, Federal Trade Commission. The views are the
author's and should not be construed as representative of the
views of the FTC staff or individual Commissioners. I am grate-
ful to Charles Keithahn, J. Howard Beales, and Addie Williams for
their help. A revised version of this paper 1is forthcoming in

The Journal of Business
1

The rates to which Porter refers are for time unadjusted
for audience size.

Besides advertising, the independent variables in each
regression are the 8-firm concentration ratio, minimum efficient
scale as a percentage of industry sales, industry growth, a dummy
for local or regional industry, and absolute capital requirements
for production at minimum efficient scale. Industry profit rates
are estimated for 1963-1965; tne advertising variables are based
on 1967 data. Porter's estimate of the difference between spot
and network rates apparently refers to the mid-1970's. The net-
WwOorx rate structures existing at that date correspond closely to
those existing in 1967,

3 Afternoon rates fall somewhat more than in proportion to
homes. This is probably related to the fewer adult viewers per
home reached during the afternoon, although the effect of this is

mitigated at least in part by the larger proportion of commexrcial

content permitted in afternoon programs.
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It is not clear why ABC does not vary rates by season.

Its practice here differs from that followed in the sale of
narticipations for which seasonal reductions in price have
occurred. It would seem that ABC would have difficulty selling
time during the spring and summer season. But ABC has tradi-
tionally sold little program time; and buyers who wish it might
negotiate lower rates.

> Comparable results emerge for the purchase of longer

periods of daily time. Network Rates and Data, January 10, 1966;
Spot Television, Rates and Data, January 15, 1966; Hearings on S.
Res. 191 before Subcomm. on Antitrust and Monopoly of the Senate
Comm. on the Judiciary, 89th Cong., 24 Sess., pt. 2, at 304-13,
328-30, 392-93 (1966).

6 In 1966, spring and summer average prices per minute
participation and the average number of homes reached by network

programs expressed as a percentage of their winter averages

within two broad periods of daily time are listed below:

Noon to 5:00 p.m. 7:00 to 11:00 p.m.
Spring Summer Spring Summer
Homes Reached by
Network Programs 92.4 88.5 85.7 72.3

One-time Participation
Prices 89.7 86.7 83.3 68.3

The observations for prices and homes from noon to 5 p.m. are
averages for all program series broadcast January to September
1966; from 7 to 11 p.m., averages for 50 participating program
series broadcast October 1965 to September 1966. Average day-—
time prices are substantially below evening prices. For sources
see table 2.
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7 The sample refers to 48 program series broadcast during

1966. An equal number of series was randomly selected from each
network from the total of all regularly scheduled participating
program series broadcast during January-November 1966 as listed
in LNA/BAR, Sec. I, Station line-ups, September and November
1966. I estimate that the selected series contain between 60 to
70 percent of the broadcast hours between 7:00 to 11:00 p.m. sold
at least in part on a participating basis, excluding all special
or nonregularly scheduled programs. Participations were pur-—
chased by 169 different advertisers on the selected series.

8 The mean cost per 1,000 for each advertiser per minute
broadcast during the winter season equals about $2.89.

The proportion of spot revenues derived from these sources
is not kxnown precisely, although it is often thought to exceed
that which the networks derive from participations.

10 Both the network and spot estimates are based on
published rates.

11 Spot costs would be somewhat lower if the stations' low-
est preemptible rates were used in making the estimates. In
general, the purchase of 10 units per week yields approximately
the stations' maximum quantity discounts.

12 The mean number of homes reached per minute per buyer on
each network series equals 11.3 million, the standard deviation

being 3.5 million. The mean price per minute per buyer on each

series is $32,313, the standard deviation being $8,610.
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13 In general, these stations have adopted grids which
specify various prices applicable at particular times of the
evening for each day of the week.

14 This is more pronounced when the 43 stations are compared
with all remaining stations, for which the row d. ratios are:
1.22, 1.11, 1.04, .96, 1.04, .95, .89, .85. The range of these
ratios 1is about twice that for the group of 48 stations.

L3 It was assumed that changes in the proportion of homes

using television by time of day for the sample of stations egual
the national averages. Then 1f, for example, the average
audience from 7:30 to 11 p.m. is 100, the audience from 10:30 to
11l p.m. would be 87 and from 6 to 6:30 p.m., 74.

16 Spot estimates were also made for nonpreemptible pur-

chases of 1, 3, 5, and 10 minutes using average rates and homes
over the period 5 - 7:30 p.m. (or 4 - 6:30 p.m., depending on
time zone), a period during which it appears that the networks
use a smaller proportion of the total available time. These
estimates are approximately 10 percent below those in row a. and
15 percent below those in row b, of Table 2.

17 Published spot rates do not appear to vary by season as

much as network rates, although it may be that substantial varia-
tion is achieved by selling different proportions of time at
preemptible or discounted rates. To discover whether this is so
would again require a sample of actual transactions. There seens
little reason to suppose that the relationship between spot and

network rates would vary substantially by season.
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1 . . . )
8 Assume that the total amount of time 15 fixed (as seems

apcroximately the case) and that stations supply 2 given Dro-
portion of it for network sales (the balance being sold as spot).
Rates per 1,000 homes need not be the same in each market because
the demands for time may differ. The demands may differ because
spot and network differ in terms of consumer responsiveness to
commercials and the buyers' costs of transacting for time or
producing and diétributing commercials. The media may also
differ in the flexibility of their use. No doubt a difference 1in
rates would affect the amount of time supplied to each market.
But the stations' net receipts need not be maximized when rates
are equal, for the costs of sales and of producing audiences may
dififer between markets, as might the elasticity of demand for
time. The contracts dividing the receipts from network sales
would also influence the outcome. It is hard to believe, how-
ever, that network rates could fall to as little as ;0% of spot
without buyers increasing their demand for network (and con-
tracting that for spot) and without stations decreasing the time
devoted to network sales, so that the differences in rates would

substantially diminish.
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