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STUDY 15:
CONSOLIDATION AND CONGLOMERATION DIMINISH DIVERSITY
AND DO NOT PROMOTE THE PUBLIC INTEREST:
A REVIEW OF THE HEARING RECORD IN THE MEDIA
OWNERSHIP PROCEEDING

Mark Cooper

ABSTRACT

Theclaim tha conlidaion and/or concentration can promote the gods of the
CommunicationsAct is not suppotted by therecord evidence in the Media Ownership
proceeding.

¥ TheFCC incorrectly interpreted evidence on both of itsto key claims Bthat the
ownership does notinfluence point of view and that combinaionsprovide more and
highe qudity news.

A close reading of therecord shows tha these assertionsare not suppoted by
statistically meaningful evidence. Indeed, the opposite is the case and the FCC ignored
admonitionsin therecord tha it was misinterpreting the evidence.

¥ Controlling for obviousfactors, such as market size and the ranking of television
stationsshows that cross-owned television stationsdo not provide more news.

¥ Theclaim tha purportsto show highe qudity of produd by cross-owned stations
collapses when controls are introduced.

Theclaim tha duopoles providemore news is a so proves to beunfoundel when the
behavior of other, nonduopoles.

¥ Non-duopoly stationshave increased the provision of news as much as duopoy
stations

¥ Theloss of indgpendent sources of information resulting from the creation of the
duopolesin terms of the quantity of news produed is much larger than theincrease in
news produed by theduopoy,...

In both quantitative and quditative terms, the loss of independent news produdion
subdantially exceedsany clamed bendfits for these mergers.
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INTRODUCTION

The comerstoneof the effort to relax the ownership limitsis theclaim by the FCC tha
conlidaion and/for conglomeration can promote the gods of the CommunicationsAct.

Althoughthe court accepted the claim,?”

therecord evidence is extremely thin. Infact, there
isno evidence in therecord tha achieve routinelevels of statistical significance to show tha
conlidaion and/or conglomeration contribute to any of thegods of the Act. Subsequent,
rigorousempirical evidence shows tha newspgper TV combinaionsand duopoles do not
increase the quantity or qudity of local news and information available. The FCC conduded
and the Court accepted thewrongconduson. Since the new rules have been sugpended, there
will benoham if the FCC reversesits conduson unde the quadrennial review and returnsto
thestandad in place prior to 2003

Hereit iscritical to appreciate the standad tha should be applied. Giventhe
recognition that @Qhewidest possible dissemination of information from diverse and
antagonistic sourcesOand the close assod ation of points of view with ownership, theloss of
an independently owned outlet is a significant ham to democratic discourse. Moreove,
newspapers and television are the dominant source of local news and information by far. The
gan from conlidation and conglomeration that eliminaes indgpendent voices fromthe
forum for democratic discourse mug bevery largeto offset theloss of a magjor independent
voice. Neithe therecord evidence nor subsequent research demondrates such a subgantial
gan.

This pgper reviews therecord evidence, which the FCC failed to citein itsorder. The

next two papers bring new evidence to bear onthis critically important issue

%" Promethens Radio Project, et al. v. FCC 373 (2004) (Promethens); p. 52.
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CLAIMED BENEFITS OF CROSS-OWNERSHIP ARE NOT DEMONSTRATED IN THE RECORD

Project for Excellencein Journalism

The FCC@ order claiming tha cross-ownership can enhance quadity rests on two
studies Bits own Media Ownership Working Group (MOWG) study 7 and a study by the
Project on Excellence in Joumdism.?”* Following the FCC( record, the court cited these two
studies therelevant paragraphsin theorder. Neither of the studies provides avalid basis for
reaching the stated conduson.

The PEJ study was dismissed by the Commission as follows: QVhether or not the PEJ
study is unbiased, its result appear statistically inggnificant, theundelying daa have notbeen
made available, and therefore, cannotbe consddered reliable or convindng evidence. G
Having dismissed the study as fundamentally flawed, the FCC cautioned, when it cited the
study in the cross-ownership discussion that OWe use PEJ@ filing here solely as a source of
anecdotal evidence, not as a statistical study, and do not base our condusonsregarding the
newspaper/broadcast cross-ownership rule uponit.3” Theirony of the Commission even
mentioning a study it had so brutally criticized is magnified by thefact tha in origind andthe
reply comments the PEJ reached exactly theopposte conduson tha the FCC did,

Theclosest the PEJ Study comes to wha the FCC might or mightnotdois this
rather general observation: Orhe daastrongly suggest regulatory changes tha

" Project for Excellence in Journdism, Economists Inc’s “Critigue of the Recent Study on Media
Ownership” A Response by the Project for Excellence in Joumalisms, March 18, 2003, p.1.

?"2 Federd Communications Commission, 2002 Biennial Regulatory Review — Review of the
Compmission’s Broadeast Ownership Rules and Other Rules Adopted Pursuant to Section 202 of the
Telecommunications Act of 1996, 18 FCC Red 13620, 13711-47 (2003), (hereefter Orde),

1 573.

% Order, | 345, footnote 766.
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encourage heavy concentration of ownership in local televison by afew large
corporationswill erodethe qudity of nevs Americansreceive. G

Two of thefour areas of analysisin the PEJ of cross-owned propeties contradicted the
clams of the FCC Prating trendsand enterprise. In fact, the only difference between cross-
owned and non-cross-owned stationstha even approached statistical significance was the
trend of declining rating (Chi sq B5.16, p <.10), which pointsin theopposte directionfrom
the FCC condugon.

Commission Studies

Thus

the Commission prindpdly relied on thefindingsof its MOWG study tha

newspaper-owned television stationsprovided aimost 50% more local news

and public affairs programming stations 21.9 hous per weekE. The

Commission aso foundcorresponding advantages in qudity of local coverage

provided by newspgper-owned stations as shown by ratings(measuring
consumer approva) and indudry awards (measuring critical approvd).

Neither the Commissionin theorder northe Coutt in its ruling noted CFAG criticism
of this conduson. Indesd, the Court states, But the Citizens Petitione's do not suggest tha a
study entirely focused on intramarket combinations would have different results. 3"
Actudly, intherecord we suggested exactly tha.

In order to make meaningful inferences aboutthe effects of cross ownership, onemus
compare applesto apples. Cross-owned stationsare highly ranked stationsin large markets.

Withoutprope controls Bi.e. comparing them to small market low ranked stationsbleadson

274 Reply Comment, CEconomists | nc.®@ @ritiqueldf the Recent Sudy on Media Ownership: A
Response by the Project for Excellence in Journdism,OFederal Communications
Commission, 2002 Biennial Regulatory Review — Review of the Commission’s Broadeast Ownership
Rules and Other Rules Adopted Pursuant to Section 202 of the Telecommmunications Act of 1996,
March 18, 2003, p. 1.

> Promethrens, p. 50.
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to make false claims for the bendits of cross-ownership tha are propaly attributable to

station rank and market size.

Theprimary numerical evidence on which the FCC relied was not presented as

statistically significant (no statistical tests were applied). The Newspagper Assodation of

America, whose comments the FCC cited, smply reworked the same data. Both failed to

provideto introduce prope controls or apply statistical tests.

Exhibit 1 presents theflaw in the FCC/NAA andysisin graphic terms. It showsthe

Exhibit 1:

News Production, Market Size, Market Rank and Cross-Owner ship
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market size (i.e. rank of theDMA) onthe X-axis. It showsthetotal hours of local
newsontheY-axis. Inthemarket ranked equd to those where we find cross-owned stations
thereislittle difference in the produdion of news.

Exhibit 2 shows the mean number of hours of news. The exhibit shows news
programming of four types of stationsin each market: those with themos housin the
market; the highest ranked station, the secondrank station and the cross-owned station. Three
of thesix cross-owned stationshad the mog hoursin their market; al six of the cross-owned
stationswere ranked first. The noncross-owned stationswith themog hous have ahighe
average nunbe of hours than the cross-owned stations Thenon-cross owned stationstha
had the highest ratingshad a highe average nunber of hours than the cross-owned stations
Any appaent advantage of cross-owned stationsis a fundion of comparing them to much
lower ranked station in smaller markets. Thereisnoway to infer tha cross-ownership will

result in an inarease of news producd.

Exhibit 22 Hours of News Supplied by Station Rank and Market Size

Mog Top-Rated  Second Rated
Hours Stations Stations
All DMAs
NonCross-Owned 325 289 225
Cross-owndd 275 275
Top 34 DMAs
NonCrosssOwned 356 285 247
Cross-owndd 275 275

Source: Calculated from Spavins, Thomas C., et al, Orhe Measurement of Local Television News and Public
Affairs Programs,OAppendices B and C.
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Theaboveandysis focuses onthe output of stations, rather than the output of markets.

Looking at thetotal quantity of news in markets with cross owned stations we obrve that

two of thesix markets with cross owned stationswere on thetrend lineof all stationsas

calculated in Exhibit 3. There weretwo well abovetheline There weretwo somewha

bdow it. Theewere

Exhibit 3:

Total Hours Of Local News And Public Affairs
(Markets With Cross Owned Stations compared to trend line)
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Source: Calculated from Spavins Thomes C., et al, OrheMeasurement of Local Television
News and Public Affairs Programs,OAppendix A.
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three closetoit. Thebold clamstha concentration and cross ownership are goodfor news
outputis notsuppoted by thisdata. At best there is a small difference between stationsin
newspaper/broadcast combinaionsand duopoles. Whaever small increases in qudity and/or
guantity come with very largelosses in media ownership diversity.

The secondtype of data offered in suppot of thepropostiontha cross-ownership
improves local news was to countawardsfor local news programs. A nunmber of problemsin
the approach were pointed outin therecord. Putting those problems aside, thedaa poss
similar problems. Theevidence does not suppot the claim to bendfits of concentration and
cross owneship, when market size and stationrank. The networks contend that the
joumdistic awardsreceived by cross-owned stationsindicate tha such stationsare Qoetter
offOthan non-cross-owned stations L ooking at a cross-owned situation in the same market,
however, it is difficult to condudethat the stationsare better or worse (See Exhibit 4). We
observe many tha are better and many tha are worse. Theincondusveness of theaward
data aboveis demondrated by thefollowing observations In the aggregate, cross-owned
stationsmay be more likely to win awards but thestatistical validity of theconduson and the
representativeness of the sample are sugect. When viewed on a market-by-market basis, the
daais not convindng. There were nine markets with cross-owned stationsin which awards
were made In four markets, the cross-owned stationswon all of theawards They tended to
be amongthetop two highest ranked stations Thenon-cross-owned stationstha won awards
in markets where cross-owned stationsexist were ranked congderably lower in terms of
viewership. On average, they were ranked (between third and fourth) in their markets,

compared to the cross-owned stationsthat won (which were ranked secondon average). In
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five markets where awardswere won, the cross-owned station won none they tended to lower
ranked. Thecross-owned stationstha did notwin awardswere ranked aboutfourth on

average Genealy, thenon-cross owned stationsdid more with less.

CLAIMSTHAT OTHER FACTORS M I1TIGATEOTHE HARM OF
CROSS-OWNERSHIP ARE UNSUPPORTED

The FCC tried to brush asidethe clear negative impact of cross-media mergerswith
the claim tha ownership does not matter, as summarized by the court,

Firgt, it foundtha Qcjommonly-owned nevspapers and broadcast stationsdo

not necessarily speak with a single, monolthic voice.OGiven conflicting

evidence in therecord on whether ownership influences viewpoint, the

Commission reasonably conduded that it did not have enoughconfidence in

the propostion that commonly owned out ets have a uniform bias to warrant
sugtaining the cross-ownership ban

Therecord evidence to which the Commission points is yet anothe study that lacks
statistical validity and, uponclose reading does not suppot the Commission@postion?”’ As
demondrated in Sudy5: Media Ownership and Viewpoint, thelink between ownership and
point of view iswell demondrated in theacademic literature and this single fatally flawed
cannotstand as a basis for doubtof tha propostion.

Thesecondbasis for claiming that cross-ownership will dono harm involved other
sources of news. Asthe Court noted, @Qhe Commission foundthat diverse viewpoints from
other media sourcesin local markets (such as cable and the Internet) compensate for
viewpoints logt to newspaper/broadcast conlidaionG” Ironically, the FCC ended up not

countng cable as an indgpendent source of news, s0 it is had to undestand how it could

%" Prometheus, pp. 51-52.
" Ownership Order, | 362.
%8 Prometheus, p. 52.
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simultaneoudy countand not count The Court accepted the argument to discountcable, but
foundthe same reasoning applied to the Internet

we affirm the Commission® reasoned decision to discountcable. But we think

tha thesame rationde aso appliesto thelnterng. Therefore, it sdecisonto

countthelnternet as a source of viewpoint diversity, while discouning cable,
was notrationd 2"

Additiond evidence summarized in Studies 7 and 8 shows tha the Internet has not
become a significant independent source of local news and information. Televison and
newspapers remain the dominant sources of such information.

Beyondtheflawed statistical studies of cross-owned stations the FCC provides a
lengthy recouning of self-serving claims by broadcasters tha they would do more if they
could buy newspgpe's. Theclaim of synergies alowing improvement in opaationsis not
suppoted by independent evidence, urtainted by the econonic interest of the commentorsin
therecord evidence, or elsewhere. Asnoted, to the extent that any condusonshave statistica
validity in the PEJ study, they contradict theclaim. Moreover, the academic literature on
synergistic benefits of cross-media conglomeration shows tha they are nonexistent as
described in Studies 9 and 10.

Thus therecord evidence did not suppott the Commission@decision to abandonthe
prohibition on cross-ownership and subsequent evidence contradicts tha decison. Moreover,
it should be noted tha the Commission did not propo<e to pokea small holein thecross-
ownership ban. Rather, it proposd ablanket, no-questionsasked safe harbor tha would

allow cross media mergers in over four-fifths of the media markets in the county.?*

" Prometheus, p. 62.
% The Commission never published afull list of which markets would be subject to which
limitations under the cross medialimitstest. Thisisour estimate of the impact.
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THE LoCAL TELEVISION OWNERSHIP RULE

Aswith the cross-ownership rule, the Commission condudes that QAnecdotal and
empirical evidence in therecord demondrates pog-combinaion increases in the amountof
local news and public affairs programming offered by commonly owned stations3®* Asin
the case of cross-ownership, theorder fails to take note of the CFA andysistha demongrated
theempirical evidence was not statistically valid. Asin the case of cross-ownership,
subsquent, statistically valid andysis contradicts the Commission® conduson.

Theneworksignore theimportance of ownership and ingead present information to
the Commission demondrating tha the quantity of newsisincreasing and therefore implying
tha thequdity of thenewsisbeang preserved. Lengthy tables are provided to show that the
networks have increased the number of hous devoted to news. Theneworks claim tha
duopoles enable them to do so, butthe evidence does not suppot this conduson (see Exhibit
4). Increases in news coverage are equd in duopoy and non-duopol markets. More

importantly,

%1 Orde, | 1609.
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Exhibit 4:
Televison News Awards
NON-CROSS OWNED CROSS OWNED

4 OR MORE AWARDS 12 0
3 AWARDS 8 2
2 AWARDS 14 4
1 AWARD 23 2

Sources: Spaving Thomas C,, et d, OrheMeasurement of Local Television News and Public
Affairs Programs,OAppendices B and C.

theloss of indegpendent hou's of news exceedsthegan in thetotal hours of news. In other
words we ge alittle more quantity at a severe cos to qudity (indgpendent hous of news).
Convesdly, theban onduopoles promotes diversity of viewpoints (measured by ownership)
withoutdetracting from the quantity of news.

Appendix B to the broadcast networks comments, which presents an econonetric
andysis, is congstent with these findings It findsa small increase in the probability that a
stationwill cover news (from66.5 to 74.5 percent), butno statistically significant differences
in theamountof news. Because the neworks disregard ownership, thestudy did nat examine
theloss of indgpendent news. Also the network-sponred econonetric study cannotaddress
thequestion of causality. It did notinquire as to whether the duopolsts added news after a
duopol was created, or merely boughtstationstha already produe news.

An examindion of thededailed daa provided by FOX and NBC shows tha they did

not add news to any stationsthat did not already carry it and, in onecase; they eliminaed the
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news on aduopol station. Thus Appendix B to the Network filing has mistakenly
ascribed a postive effect to duopoles where noneexists. In terms of news carriage, the
networks were not able to show a postive effect in theamountof news carried, and

completely ignored the negative effect of theloss of an independent news voice (see Exhibit

5).
Exhibit 5:
The Cogs Of Duopoly Far Exceed The Benefits
DUOPOL Y? NON-DUOPOL Y?
# of Changein Log Hoursof  # of Changein Hours
Markets Hoursof  Indegendent Markets of News
News News
FOX 9 +1.7 -25 16 +1.9
NBC 6 +4.4 -120 10 +3.9
TOT/ 15 +2.8 -6.3 26 +2.7
AVG
Source:

a Viacom daadoes not provide sufficient detail to condud thelog hous andysis.

b/ Fox shows much larger gainsfor nonduopoleswhen it goes back to its pre-acquisition of
stations which in many casesis a decade or more ago. Use of this data would make non
duopoles appear even more valuable. Thisandysisuses changes since 11/2000.

A similar conduson emerges from the study prepared for Sindair by Robert

Cranddl.®®* Usingastandad of statistical significance that israrely seen in the academic

%2 Cranddl, Robert W., The Economic Impact of Providing Service to Multiple 1 ocal Braodcast Stations
Within a Single Geographic Market,” Snclar, Exhibit1.
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sodal science literature (10 percent), Cranddl concludes that duopolesresult in adight
decrease in advertising rates. Thedecreaseis extremely small, jug .3 pecent. In other
words according to Cranddl, prohibiting duopoles (which preserves avaluable independent

TV voice) imposes a statistically inggnificant and quantitatively minuscule economic cod.

CONCLUSION

Thus we bdievetha therecord evidence did not suppot the condusonsreached by
the FCC. Althoughthe Court accepted some of the propostionsundelyingthedecisionto
relax the ownership limits, it foundtheimplementation of relaxed rules so faulty tha actud
changesin theruleswere stayed. Theweakness of therecord evidence we have described in
this pgper demondrates two points. First, to theextent tha the Prometheus Court accepted
the erroneousreasoning of the FCC, it was mistaken. Second, to the extent tha the erroneous
condusonsaboutthereationsip between ownership and the policy godsled the FCC to
seek broad relaxation of therulesit wentto far. Both observationsare important.
Developments and andysis since the court decision reinforce our conduson and these two

observations
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STUDY 16
CONSOLIDATION AND CONGLOMERATION DIMINISH DIVERSITY
AND DO NOT PROMOTE THE PUBLIC INTEREST:

NEW EVIDENCE
MARK COOPER AND S. DEREK TURNER

ABSTRACT

Thecomerstoneof the effort to relax the ownership limitsis theclaim by the FCC tha
conlidaion and/for conglomeration can promote the gods of the CommunicationsAct.
Althoughthe court in Prometheus accepted the claim, the evidence that the court based this
decision uponis extremely flawed, lacking the necessary statistical controls needed to validate
these claims.

In fact, thereis no evidence in therecord tha achieve routinelevels of statistical
significance to show tha consolidation and/or conglomeration contribute to any of thegods
of the Act. Subsequent, rigorousempirical evidence shows tha newspaper TV combindions
and duopoles do notincrease the quantity or qudity of local news and information available.
The FCC conduded and the Court accepted thewrongconduson.

This study reviews recent studies in this area, and demondrates why the portionsof
the20030rder tha passed judicia review arein fact based upondeeply flawed daa. This
study also examines recent daaonloca TV newsand public affairs programming, and
congdruds statistical modds tha examinethe effects of newspgper-broadcast TV cross-
ownership andtelevision duopoles on the produdion of these very important types of
programming. Theresults are clear and very robug. Cross-owned stationsdo not produce
any more local news and public affairs programming than non-cross owned stations
Duopoles aso have no effect onthe produdion of local news and public affairs
programming. Theclaimstha these forms of conlidated media promote the gods of the
Communication Act are withoutmerit.
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Since the Court ruling, agreat deal of evidence has cometo light tha contradicts the
FCCBorder. Mog importantly, asignificant partt of that evidence is directly related to the
evidence tha was entered into the proceeding and formed thebasis for the Media Ownership
Orde. Inother words thefabric of the order was rotten to the core and theremnants tha
passed judicial review should bediscarded. The FCC has opened thedoorto thisvery
propostion by incorporating all of the prior evidence into this proceeding, rather than starting

afresh.

THE PEJ DATA

Theplotinvolving the PEJ studied thickened dramatically in recent weeks when it was
reveaed tha subsquent to the Court ruling the Commission obtained the PEJ data st
applied the statistical controls tha were lacking in the origind study, and foundtha the PEJ
data contradictsthe FCC@ conclusion. In short, havingincorrectly cited the PEJ study as
suppoting thelifting of theban on newspgper TV cross ownership, the FCC then proved
usngthevery same daathat it had erred in doingso. Thedirect contradiction between wha
the FCC said and wha the FCC did appliesto every aspect of the proceeding. Not only does
concentration ham localism, but variousform of conglomeration and consolidaiondo as
well.

Studies addressing two different output measures were developad fromthe PEJ
daabase. Oneoutput measure was the quantity of local news. The second out put measure
was thediversity of theoutputof local and nationd news. Essentially, the database counied

the number of minutes devoted to different types of stories. Thelocalism measures are
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straightforward counsbthe number of total news seconds the number of local news seconds
and the number of local-on-location news seconds

Thediversity measure ismore controvesid. Theprimary variable used was actudly
much more a measure of variety than diversity. If onestation devoted 30 second each to two
different stories, both were counted as contributngto variety. However, if two stations
devoted 30 secondseach to the same story, tha was not counted as contributing to diversity at
al. Only if astationthat QluplicatedOthe coverage of a story devoted more timeto it, did it
countas diversity and only theincremental time counted. 1]f any two or more local news
stationsbroadcasts cover the same story on the same day only the secondbeyondthe
collective average of therespective overlapping broadcasts are counied as adding to
diversity.3® Thisis at oddswith thefundanental definition of diversity asthe Supreme
Court interpretsit. QAntagonisticOreporting of the same events is essential to creating the
Qross-lightsOthat reveal truth. This measure severely undecounts that essential conaept.
Nevertheess, it too contradicts the FCC& condusons

In some specifications a more appropriate measure of diversity was used. This Qotal
DMA diversityOGrounts thetotal time devoted to al uniquestories covered.3* This
measure of diversity producd even more robug results confirming the negdive effect of
concentration on diversity.

Theprimary findng of thelocalism study was that local ownership mattersin the
produdion of local news.

The estimates presented in Section 4 suggest that local ownership may have
significant implicationsfor local content. In particular, loca ownership

3 Alexander, Peter J. and Brendan M. Cunningham, Sazze Story, Different Channel: Broadcast News
and Information (October 4, 2004).
1. p. 15.
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appersto inaease total, local andloca on-location news seconds Moreove,
theincrease in total new secondsfrom local ownership appears to beamog
entirely driven by an increase in local news.

Owned-and-opeated broadcast television stationsproduce less local news, but
donotair significantly less total news or local on-location news. Theefore, it
apperstha owned and opeated stationssubditute nontlocal newsfor local
news (tha isnotonlocation). This mightindicate subditution of nework
feedsfor no-on-location content.?®

Conglidaionin thenaiond television market does notimprovethe performance of
the broadcast station owners. Thisfinding emergesin both thelocalism and diversity studies.

Asaloca owne acquires television stationsin more DMAS, they produce less
total news. Thelarge(albdt statistically inggnificant) point estimates from the
local news and on-location local news regression indicate tha thedecrease in
total news may be primarily driven by decreasesin local andlocal on-location
news seconds.®’

In short, our estimate suggests tha increasing concentration appears to
diminish diversity in local broadcast news both at thefirm and market level.
Thisresult isrobug to themeasure of diversity used in estimation and emerges
after controlling for possible endogendty in market structure.?®®

Conglomeration across media types does not improve the performance of the

broadcast station owners.

While newspgper ownership is notasignificant factor, alocal television station
owne who ownsawithin-DMA radio station appears to produce significantly
lesslocal news, possibly because they subgitute local radio news for local
television news.**

Our theoretical research suggests that media variety allows consumer to insure
agang theidiosyncratic nature of information from particular sources.
Moreover, theempirical evidence we have assembled suggests tha
concentrated media markets exhibit more homogendty in theinformation

5 Anonymous, Do Local Owners Deliver More Localism? Some Evidence from 1.ocal Broadeast News
(Federd Communication Commission, draft dated June 17, 2004), p. 14.
*1d,, p. 15.
#71d.P. 15.
%8 Alexander, Peter J. and Brendan M/C unningham, (Diversity in Broadcast Televison: An
. Empiricd Sudy of Loca NewsOlusernational Journal of Media Management 6177
Id., p. 14
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conveyed to consumers. Such concentration can, therefore, inhibit the ability
of individuds to derive amore stable payoff from media consumption.

Thisfindingimplies tha regulatory policy designed to protect and encourage
compeition simultaneoudy hdpssatisfy a second policy objective:
diversity.

Specifically, usngtherelative station-level diversity metric, we find tat sthe

structure of the market become more concentrated, relative diversity of local

news content isdiminished. Importantly, this result isnotrobug to an

ingrumental variables specification. However, usng thetotal market diversity

metric, HHI issignificantin OLS and robug to indrumental variable

trandormation. Since thetotal market diversity metric is arguably supeior to
theinaremental metric as a measure of overall diversity, thisresult is useful Dit
suggests tha total diversity within a DMA is sengtive to thelevel of
conaentration. Since we find tha market structure plays an equdly important

role in determining produd variety in nationd broadcasts, we are fairly

confident of this finding?**

Thefind sentence of the abovecitation indicates tha the negative impact of
concentration on diversity in local news also occurs for naion news, even thoughthe weak
definition of diversity isused: On particular, we find tha concentration displays a negéive
and significant relationship with nationd news broadcast variety. 3%

Onecan hardly imaginea more stunning contradiction of the FCC@ claim that
ownership and concentration do not matter. However, these studies go to thegenerd
relationship between ownership, concentration and the policy outputs tha Congressis
concerned about localism and diversity. These finding are crudal since the FCC relied on
geneaa concernsaboutthese relationghip to relax thelimits on ownership. But wha aboutthe
specific policies Bduopoles and newspape cross ownership, which are at issuein this

proceeding? ThePEJ daabase used to examinethe general relationshipsdoes not contain

0 Alexander, Peter J. and Brendan M. Cunningham,
#1 Alexander and Cunningham, Same Story, p. 24.
2214, p. 20.
305



enoughobservationsto examinethese policies. However, othe databases have been

condructed to do so.

DuoPOLIES

In aseries of studies Yan and Napoli have shown that duopoles are not assod ated
with the provision of larger amourts of local news or public affairs programming**® Usinga
sample of TV stationsand atwo-week congructed randomsample of local news and puldic
affairs programming, Napoli and Y an have shown tha duopoles do not provide more local
news and public affairs programming. In the appendix to this pgoer, thar approach to
assessing theimpact of ownership characteristics is extended to cross-ownership between
newspapesand TV stations They concludethat there is no statically significant differencein
the quantity of local news or public affairs programming cross-ownership does notincrease
theamountof news or puldic affairs programming provided.

In astudy of local public affairs programming, Napoli and Yan fill animportantgap in
theandysis. They reach exactly thesame conduson tha theupdded PEJ andyses of loca
newsdid.

Perhgpsthe mog interesting are thefindingsregarding the effect of the station

owneship characteristics. Firgt, if thereis nay result tha has been consstent

throughoutthemodds, it is the negaive effects of TP$, the ownership by one

of thebig four broadcast neworks. Coupled with the margindly significant
postive effect of local ownership, these findingssuggest tha (big four)

5 Yan, Michad and Philip Napoli, Market Sructure, Sation Ownership, and Loca Public
Affairs Progranming on Loca Broadcast Teevision,OTeecommunications Policy
Research Conference, October 2004; Yan Michagl Zhaoxu and Yong Jn Park, (D uopoly
Ownership and Locd Informationa Programming on Televison: An Empirica
Anaysis OTeecommunications Policy Research Conference, September 2005; N apoli,
Philip, Market Conditions and Public Affairs Programming: Implications for Digital Television Policy
(Washington, D.C.: Benton Foundaion, N.D.).
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network ownership has hampered the provision of local public affairs
programming.

Equdly interestingis thelack of significant effect of duopol/ ownership found
in this study. Inrelaxing the multiple ownership rulesin 199, the FCC argued
tha thenew rules would lead to increased local news and public affairs
programming in thelocal market by emphasizing the econonic efficiendes
and public service benefits to be ganed from combined resources unde
common ownership of stations However, these programming bendfits have
not materialized. More damaging to the FCC@ reasoning, the study also found
that a station® public affair programming decision was not affected by its
finandal resources (as measured by a station®@ 20 revenues).

Together, thefindngsregarding local ownership, network ownership and

duopoy cal into question the undelying rationde of the FCC(@ current

policies toward more relaxed naiond and multiple ownership rules

(paticularly in terms of econamies of scale contributing to greater produdion

of such programming).***

Ironically, Yan and Napoli went onto cautiontha Qalt the very least, theresults
presented in this study suggest that it would be premature for the Commission to ignore the
question of ownership in its ongoinglocalism inquiry.G* We now knowtha the FCC has
notignored therole of ownership, butwhen it fourd that the evidence contradicted its Order,
it suppressed the evidence.*®

Y an and Park revisited theissue of the effect of duopolies on public affairs
programming and local news by expanding the daa set and adoping a different methodobgy.
Theorigind Yan and Napoli study pulled arandan sample of stationsfor therandomnly
condructed two weeks of programming. Thisturns up a nunber of duopoly stations butnot

necessarily matched compaisonsfor thos stationsin thar own market. Yan and Park

expandal the daa set to indudea set of matched comparisonsfor theduopoy situaions

' Yan and Ngpoli, p. 16
0id.p. 16. '
%6 Dunbar, John. Q.avyer Says FCC Ordered Sudy DestroyedQ _Associated Press, September 14"
2006.
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(while relying onthe same randomy condructed two-week sample of programming. Usinga
guasi-experimental design, they compared duopoly and non-duopoly stationswithin duopoly
markets, as well as nonnonduopoly stationsin non-duopoly markets. They also added a
before and after component, testing whether theintrodudion of duopoles affected the output
of stations Thus there are three types of stationsin ther design Bduopoly (DD), non
duopol in duopoly markets (DN), and non-duopol stationsin nonduopoly markets (NN).

Acrosstheboard, thefindingsdid not suppot theclaims tha alowing duopoles
would increase the produdion of either local news or public affairs.

Looking at the market level, during the two-week sample period in 2003,the
stationsin duopol markets aired an average of 29.2 hours of local news
programming, while those in non-duopol marketsdid 29.8 hous. The
differenceis notstatistically significant. One of our research questionsasks
whether or notduopol markets, as awhole provide more local news
programming than non-duopoly markets. Theanswer, according to our
findingshereisno. Stationsin duopol markets do not broadcast more loca
news programming than those in nonduopoly markets. Thesame condugon
also appliesto the1997daa Note, however, stationsin both type of markets
has significantly increased thar local programming from 1997to 2003. There
isnointeraction effect between market type andthe time trend. In other
words stationsin duopol markets did notincrease thar local news
programming more than those in non-duopol marketsE

Oneof our key research hypohesesis whether or not stationsincrease ther
local informationd programming after joining a common ownershipE The
duopol stations(DD) did increase ther local news programming form 185
hoursin 1997to 226 housin 2003 However, so did two other types of
stations(DN and NN). We tested for the interaction effect between station
type and thetime trend and foundno such effect. Therefore, theduopoly
stationsdid not enjoy a greater increase tha the other types of stations®”

It isworth recalling that thisis exactly the conduson we reached in our reply
commentsin theearlier proceeding, when we examined thedaa introduced by the neworks.

Theevidentiary basis for relaxing therule based on the quantity of news never existed, as

#"Yan and Park, pp. 11-12.
308



described more fully in Sudy 15: Consolidation and Conglomeration Diminish Diversity and
Do Not Promote the Public Interest: A Review of the Hearing Record in the Media Ownership
Proceeding. Yan and Park bring alarger data base and arigorousresearch designto bear on
thequestion.

Turningto the different types of stations theduoply stations(DD) broadcast
significantly fewer hous of local news programming in 2003than thar non
duopol counerpartsin the same market (DN). They also contributed less
time to local news than non-duopoy stationsfrom markets tha has no
common televison ownership, athoughthe difference was not significant.

298

Thisis exactly theresult shown in Sudy 15: Conlidation and Conglomeration
Diminish Diversity and Do Not Promote the Public Interest: A review of the Hearing Record
in the Media Ownership Proceeding, Exhibit 2, with respect to cross-ownership. Tha exhibit
is based onthe FCC3 own data. Again, thehearing record did not suppot the condusion
reached and the more recent data confirms that conduson.

Y an and Park explored the clam tha weaker stationsin the duopoly would be hdped

by the combinaionto do a better job of providinglocal news. Agan, they foundno such

effect.

Onestrong argument for the relaxation of the television multiple ownership
rulesisthat joint ownership can bendfits the weaker stationin acombindion
dispropottionaelyE. [T]hesignificantincreasesin local new programming
experienced by thethree types of stationswere al attributable to the major
stations For example, mgjor DD stationsincreased ther local news
programming by eight hous and mgjor NN stations did by 10.3 hous. On the
contrary, the minor stationsdid not show any significant increases in ther local
news programming at al. Thusthere is no evidence tha joint ownership
induas minor stationsto produa more local news programming.®®

Y an and Park also andyzed this set of questionsfor the provision of loca public

affairs programming. They reach thesame conduson.

*81d., pp. 11-12.
*1d., p. 13.
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At themarket level, stationsin duopoly markets broadcast dighty more loca
public affairs programming than thar counerpatsin nonduomly marketsin
both 1997and 2003 but thedifferences were not statistically significant. In
addition, there were no significant changesin local public affairs programming
for thetwo types of markets acrosstheyears. If anything, thechangesform
1997to 2003were negdtive.

At thestation level, duopoly stationsbroadcast theleast amountof local public
affairs programming in both years. Note, however, noneof these changes was
statistically significant. Looking at the provision of local public affairs
programming by the mgjor and minor stations neather the mgor stationsnor
theminor stationsincreased ther local public affairs programmingonce
becoming duopoles. Agan, thechanges were on thedeclining side®

NEW EVIDENCE ON CROSS-OWNERSHIP

We applied the approaches used by Napoli and Y an for duopolesto thecross-
ownership issue by obtaining theidentical programming informationfor all cross-owned
stationsin the U.S. and merging the daa with therandomsample of stations We then
conduded both a matched comparison andysis and a multiple linear regression andysis. We
find tha cross-ownership is not assodated with the provision of larger amounts of local news

or public affairs programming.

Matched Comparison Results

Y an and Park added non-duopol stationsin duoply and non-duopoly markets to the
daabase for purposes of theduopol andysis. We added the 27 cross-owned stationsto the
database and soughtthe best matches available in the origind daabase. Thisturned up 14

markets in which there were cross-owned and non-cross-owned stations(see Exhibit 1).

W d.p. 13.
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Exhibit 1. Matched Comparisons

Cross-Owned

Market Station  Channel Network Share Rank Owner
New York WNYW 5 Fox 5.25 5 Fox Television
Los Angeles KTLA 5 WB 6 6 Tribune Bcestg Co.
Chicago WGN 9 WB 8 4 Tribune Bcestg Co.
Dallas-Ft. Worth WFAA 8 ABC 12 1 Belo Corp
Miami-Ft. Laud. WDZL 39 WB 5.5 5 Tribune Bcestg Co
Cincinnati WCPO 9 ABC 11.75 2 Scripps Howard Bcsy
Miwaukee, WI WTMJ 4 NBC 16.25 1 Journal Comm
Columbus, OH WBNS 10 CBS 16.25 1 Dispatch Printing Co
Dayton, OH WHIO 7 CBS 18.25 1 Cox Broadcasing
Pudacah WPSD 6 NBC 14.75 2 Paxton media
Waco KCEN 6 NBC 12.25 2 Frank Mayborn Enterp
Baton Rouge WBRZ 2 ABC 13 2 Manship Sttions
Fargo-Valley Ciy WDAY 6 ABC 13.75 2 Forum Publishing Co
Columbus-Tupelo WCBI 4 CBS 15.25 2 Morris Multimedia
Average 12.02 2.6
Non-Cross-Owned
New York WCBS 2 CBS 8.25 3 CBS/Viacom
Los Angeles KCAL 9 IND 4.75 7 CBS/Viacom
Chicago WBBM 2 CBS 7 5 CBS/Viacom
Dallas-Ft. Worth KDFW 4 Fox 9 3 Fox Television
Miami-Ft. Laud. WFOR 4 CBS 9 1 CBS/Viacom
Cincinnati WSTR 64 WB 4.75 5 Sinclair Best
Miwaukee, WI WITI 6 Fox 11.5 2 Fox Television
Columbus, OH WCMH 4 NBC 13.75 2 NBC/GE
Dayton, OH WDTN 2 ABC 7.75 3 LIN T elevision Corp
Pudacah WDKA 49 WB 2 5 Lucci, Paul T.
Waco KWKT 44 Fox 6.75 4 Comm Corp of America
Baton Rouge WAFB 9 CBS 215 1 Raycom Media
Fargo-Valley Ciy KXJB 4 CBS 135 3 Catamount Bcst Group
Columbus-Tupelo WLOV 27 Fox 6 3 Lingard Bcstg Corp
Average 8.96 3.6

Thecross-owned stationstended to bemuch highe ranked. Neverthdess, the

difference between cross-owned and non-cross-owed stationswas not significant (see Exhibit

2). Addingin stationrank as acovaiate yieldsthe same result. Stationrank is significantly

related to local news produdionin the expected direction, thelower therank thelessthe

output Given thesmall number andlack of goodmatches, we focusout attentionon the

multiple regression approach.
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Exhibit 2: Analysis of Matched Comparisons

Local News Local Public Affairs

Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.)

Cross-Ownership 0.260 0.174 0.286 0.261
(0.181) (0.355) (0.141) (0.194)
. -0.369 -0.103
Swtion Rank (0.050)** (0.604)

** = significant at the 5% level

Multiple Regression Results

Y an@ mog recent andysis, Newspape/Television Cross-Ownership and Local News
andPublic Affairs Programming on Television Siations An Empirical Analys's, reaches
similar condusons OrheRegression andysis of the study controlled for [market factors] and
its results shows tha cross-ownership did not have any significant relationship with the
amountof local news and public affairs programming aired by the samples stationsduring the
sample period O™

Because the policies affect cross-ownership and duopolies, aswell asthefact tha
likely market impacts are different, we did several additiond andyses of the data and
specified the multiple regresson modds somewhat differently.

This pgper uses the same dataset and reaches the same conduson, while takinga
somewha different approach to specifyingthemodd. Napoli and Y an specified amix of

station and market variables tha predict the quantity of local news provided.

%L Yan, Michad Zhaoxu. 2006. ONewspaper/T eevison Cross-Ownership and Loca News and
Public Affairs Progranming on Television Sations: An Empirica AnaysisQ A report
commissioned by the Donad McGannon Communication Research Center at Fordham
University, under agrant from the Benton Foundation, October 3.
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Thethree mog important control variable in the Napoli and Y an andysis were the
type of license (VHF-UHF), whether the station was an affiliate of oneof thebig four
networks (ABC, CBS, NBC, Fox) and therevenueof the station. For a number of reasonswe
build abasic modd does notindudethese variables.

The naure of thelicense has ceased to berelevant in the current media environment.
With cable distribution of video signds, the VHF-UHF distinctionis notlonge relevant.
With over 80 percent of householdsreceiving ther video signds over cable, the GtrengthOof
thesignd nolonge matters. To theextent tha the VHF-UHF distinction was importantin
theandysis, it was a proxy for othe historical characteristics of the station. Therefore, in the
place of the VHF-UHF variable, we use theage of the station.

Thereis onecharacteristic of thelicense tha isrelevant, thecity of thelicense. A
broadcaster has a mug-carry rightin a specific geographic area, and thelocation of thelicense
isfixed. To capture this, we indudemarket rank alongwith theother market characteristics
Napoli and Yan induded.

For the purposes of theorigind duopol andysis, theinduson of whether a station
was affiliated with oneof the Big 4 networks or one of the Top 4 networks was appropriate.
By ddfinition, theformation of aduopol affects the affiliation of the acquired station.
Moreover, public pdicy prevented mergers between thetop four stationsin the market; it
largdy hdd condant theissue of Big 4 and Top 4. In the case of cross-ownership policy, the
FCC did not have this stipulation. It is posible that a combinaion merger would changea
station@affiliation and rank. It isunlikely that two affiliates of oneof the Big 4 network will
compete head-to-head in amarket. Themog likely outcome is tha affiliationwill not
change Theeisasmal chancetha theidentity of the Big 4 stationsmight change
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Neverthdess, we drop this characteristic as a control variable, but examineit as a policy
relevant intervening variable.

Themake-up of theTop 4 could be affected by a cross-ownership combinaion.
However, this variable was not statistically significant in either the duopoly or the cross-
ownership andyses conduded by Napoli and Y an, so we dropit fromtheandyss adtogeher.

Station revenuemay be more policy relevant in the cross-ownership andysis than the
duopol andysis. Thehopefor combinaionsof anewspagpe anda TV stationistha would
shift revenueshares between stations Inreality, tha hopehas not generally been achieved.
Neverthdess, we drop this variable as a control variable, but examineit as apolicy relevant
intervening variable.

Themodds used were genegdly specified as follows:

news | =1 + "(type); + ",(rank); + "s(yrstd); + "4 o[ market controls]; + "o(bigd); + " 1o(rev_s); + #
pa_l =1 + "(type); + "2(rank); + "s(yrstd); + " 4] market controls]; + "o(big4); + "1o(rev_s) + #
presence="! + "i(type); + "o(rank); + "s(yrstd); + "4 market controls]; + "o(big4); + " 1o(rev_s) + #
pa_|_dum=1 + "(type); + ",(rank); + "s(yrstd); + " 4o market controls]; + "o(bigd); + "1o(rev_s) + #

Where

news_| = seconds of local news

pa_| = seconds of local public affairs

presence = dummy variable for presence of local news

pa_|_dum= dummy variable for presence of local public affairs programming

type = dummy variable for cross-owned station

rank = DMA mar ket rank

yrstd = year station was stared (expressed in ### format; i.e. 1954 = 54, 2002 = 102)

big4 = dummy variable for ABC, CBS, Fox, or NBC affiliated stations

rev_s= station revenues

market controls =
ptv_m= number of public television stationsin market
cable_m = percentage of households in market subscribing to cable
tvhh3 = number of television households in market, 2003 (thousands)
ptwiew = percentage of public television viewing in a station® market
othview = per centage of non-broadcast television viewing in a station® mar ket
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Each modd is examined in a pasimoniousmanne, investigating the added effects of
themarket control variables aswell asthebig-four and station revenuevariables. For the
examindion of secondsof local news, OLS and Robug regresson modds were used.
However, the presence of a significant number of stationswith zero secondsof public affairs
programming created methodobgical problems. To adequaely deal with this corner-solution
scenaio, Tobit modds were used. Dummy variables for the presence of any local news or
local public affairs programming were created, and investigated usng Probit and linear
probability modds. However, thefact tha every sngle cross-owned station in the sample
aired local news precluded theuse of aProbit model. Thus a Tobit modd was employed for
thevariable presence when investigating the effect of cross-ownership.

Results examining the effect of cross-ownership are listed bd ow in Exhibits 3-6.
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Exhibit 3: Effect of Cross-Owner ship on Amount of Local News

DependentVariable = Local News (news_l)

oLs Robus_t oLs Robus_t oLs Robus_t oLsS Robus_t
Regression Regression Regression Regression
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.)
215.8334 260.4077 177.2227 196.9035 271.1242 285.1201 147.1774 138.1575
type 0.0487 0.0411 0.0584 0.3258
(0.242) (0.141) (0.309) (0.252) (0.171) (0.134) (0.424) (0.455)
(0.227) (0.275) (0.112) (0.361)
-3.3992 -4.4174 -4.4286 -4.5500 -6.4700 -7.5943 -6.5111 -7.0793
rank -0.1427 -0.1856 -0.2733 -0.2744
(0.000)*** (0.000)*** 0.000 (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
(0.001)*** (0.000)*** (0.000)*** (0.000)***
-56.4422 -59.7830 -40.8849 -44.0963 -56.7719 -60.8676 -39.5891 -42.9163
yrstd -0.7473 -0.5239 -0.7534 -0.5084
(0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
(0.000)*** (0.000)*** (0.000)*** (0.000)***
-37.0583 -28.0980 -44.2822 -50.7322
ptv._m -0.0416 -0.0507
- (0.426) (0.529) (0.306) (0.243)
(0.398) (0.289)
-2.8679 1.0278 -4.6495 -3.5764
cable m -0.0199 -0.0324
- (0.662) (0.871) (0.449) (0.562)
(0.633) (0.413)
-0.0974 -0.1105 -0.1333 -0.1579
-0.0907 -0.1261
TVHH3 (0.129) (0.073)* (0.073)* (0.035)**
(0.107) (0.176)
78.3121 51.3614 70.3505 50.8090
ptwiew 0.0799 0.0707
(0.133) (0.305) (0.173) (0.326)
(0.118) (0.164)
16.6757 13.1793 14.3041 9.8062
othview 0.1202 0.0995
(0.115) (0.194) (0.167) (0.345)
(0.093)* (0.158)
922.7512 842.6817 806.4215 733.2874
bigd 0.3052478 0.2678
(0.000)*** (0.000)*** (0.000)**=* (0.000)**=*
(0.000)*** (0.000)***
4.2781 4.8365 7.8520 8.1873
rev s 0.1217 0.2248
- (0.020)** (0.008)*** (0.001)*** (0.001)***
(0.071)* (0.004)***
5761.2810 6027.0820 4003.6700 4303.5750 5387.1470 5656.7600 3754.4360 4278.7970
constant
(0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
(0.000)*** (0.000)*** (0.000)*** (0.000)***
R?*=0.6139 R? = 0.6666 R?=0.6743 R*=0.670 R?=0.6248 R?=0.6795 R?=0.6870 R?=0.7021
adj-R?=0.6093 adj-R?= 0.6626 |adj-R*= 0.6673 adj-R?=0.6933 |adj-R*= 0.6124 adj-R?*=0.6689 |adj-R*= 0.6732 adj-R?=0.6890

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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Exhibit 4: Effect of Cross-Owner ship on Presence of Local News

DependentVariable = Presence of Local News (presence); dummy

OoLS Tobit OoLS Tobit oLs Tobit oLs Tobit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.)
0.0399 0.0469 0.0450 0.0536 0.0339 0.0385 0.0491 0.0582
type 0.0293 0.0347 0.0237 0.0361
(0.594) (0.617) (0.537) (0.548) (0.672) (0.700) (0.525) (0.535)
(0.193) (0.145) (0.367) (0.175)
0.0006 0.0008 0.0003 0.0004 0.0010 0.0013 0.0006 0.0009
rank 0.0830 0.0386 0.1302 0.0829
(0.114) (0.109) (0.552) (0.486) (0.199) (0.169) (0.410) (0.332)
(0.114) (0.580) (0.184) (0.399)
-0.0130 -0.0163 -0.0087 -0.0105 -0.0131 -0.0164 -0.0090 -0.0110
yrstd -0.5591 -0.372 -0.5613 -0.3841
(0.000)** (0.000)** (0.000)** (0.000)*+* (0.000)*+* (0.000)*+* (0.000)*+* (0.000)*+*
(0.000)** (0.000)** (0.000)*** (0.000)***
0.0040 0.0040 0.0030 0.0024
ptv_m 0.0146 0.0112
- (0.831) (0.868) (0.870) (0.914)
(0.833) (0.880)
0.0018 0.0026 0.0011 0.0016
cable m 0.0404 0.0249
- (0.499) (0.444) (0.676) (0.627)
(0.469) (0.647)
0.0000 0.0000 0.0000 0.0000
0.03 0.1463
TVHH3 (0.701) (0.672) (0.134) (0.096)*
(0.687) (0.201)
0.0684 0.0888 0.0626 0.0796
ptwiew 0.2261 0.2084
(0.001)*** (0.001)*** (0.004)*** (0.003)***
(0.001)*** (0.004)***
0.0060 0.0073 0.0059 0.0070
othview 0.1393 0.1357
(0.164) (0.180) (0.175) (0.194)
(0.146) (0.213)
0.2491 0.3218 0.2870 0.3763
big4 0.2745 0.316
(0.000)** (0.000)*+* (0.000)*+* (0.000)***
(0.000)** (0.000)***
0.0007 0.0009 -0.0005 -0.0007
rev s 0.0675 -0.0454
= (0.352) (0.317) (0.623) -0.561
(0.188) (0.600)
1.6232 1.7826 1.1606 1.1679 1.0310 1.0192 0.6222 0.4940
constant (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.002)%** (0.029) (0.159)
(0.000)*** (0.000)*** (0.000)*** (0.035)**
R?=0.3257 R? = 0.3660 R?=0.3537 R?=0.3935
pseudo-R = pseudo-R = pseudo-R = pseudo-R2 =
adj-R*=0.3176  0.2159 adj-R*=0.3525 0.2645 adj-R*=0.3323 0.2385 adj-R*=0.3668 0.2895

* = dgnificant at 10% level; ** = significant at 5% level; *** = significant at 1% level

317



DependentVariable = Local Public Affairs (pa_L)

Exhibit 5: Effect of Cross-Owner ship on Amount of Local Public Affairs

oLs Tobit oLs Tobit OoLS Tobit oLs Tobit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.)
49.5981 66.8353 53.6855 63.4730 66.2041 95.9423 67.8651 87.1508
type 0.1234 0.1406 0.1563 0.1688
(0.064)* (0.209) (0.045)* (0.225) (0.023)* (0.092)* (0.019)* (0.114)
(0.340) (0.354) (0.293) (0.313)
-0.1050 -0.5670 -0.1747 -0.5530 -0.0936 -0.5354 -0.0982 -0.5136
rank -0.0486 -0.0827 -0.0433 -0.0465
(0.443) (0.054)* (0.305) (0.119) (0.726) (0.337) (0.714) (0.344)
(0.367) (0.140) (0.634) (0.602)
0.0800 -0.6657 -0.4040 -1.1980 0.0642 -0.7042 -0.4343 -1.1797
yrstd 0.0117 -0.0585 0.0093 -0.0627
(0.859) (0.480) (0.511) (0.356) (0.888) (0.455) (0.488) (0.365)
(0.841) (0.319) (0.876) (0.321)
1.6545 2.8854 2.2493 2.9902
0.0203 0.0289
ptv_m
(0.808) (0.837) (0.739) (0.825)
(0.757) (0.671)
1.0336 1.5667 0.9344 1.0281
cable m 0.0786 0.0732
- (0.283) (0.424) (0.329) (0.587)
(0.329) (0.406)
-0.0102 -0.0164 -0.0082 -0.0253
-0.1039 -0.0867
TVHHS (0.278) (0.393) (0.480) (0.290)
(0.166) (0.295)
4.9906 16.7731 5.1017 16.4382
ptwiew 0.0558 0.0576
(0.513) (0.293) (0.525) (0.309)
(0.332) (0.372)
-0.1186 0.6661 -0.1434 0.7367
othview -0.0094 -0.0112
(0.939) (0.839) (0.929) (0.823)
(0.932) (0.922)
-8.7317 -29.7960 -12.4751 -46.7730
biga -0.0326 -0.0465
(0.687) (0.506) (0.591) (0.327)
(0.466) (0.307)
-0.2480 -0.0717 -0.1995 0.2778
rev s -0.0797 -0.0641
= (0.375) (0.894) (0.581) (0.695)
(0.433) (0.633)
47.6583 11.6291 96.1495 75.6433 -21.4236 -153.5290 29.4862 4.6388
consant (0.173) (0.872) (0.094)* (0.532) (0.818) (0.440) (0.779) (0.623)
(0.102) (0.008)*** (0.729) (0.633)
R’=0.0182 R’=0.0258 R®=0.0324 R®=0.0389
pseudo-R = pseudo-R = pseudo-R = pseudo-R =

adj-R’=0.0063 0.0046

adj-R’=0.0050 0.0056

adj-R?=0.0002 0.0064

adj-R? = -0.0034 0.0076

* = dgnificant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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Exhibit 6: Effect of Cross-Owner ship on Presence of Local Public Affairs

Dependent Variable = Presence of Local Public Affairs (pa_L_dum); dummy

OLS Probit OLS Probit OLS Probit OLS Probit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.)
0.0263 0.0662 -0.0124 -0.0260 0.0480 0.1215 0.0061 0.0171
wype 0.0164 -0.0079 0.0286 0.0037
(0.802) (0.808) (0.909) (0.927) (0.673) (0.677) (0.958) (0.955)
(0.803) (0.806) (0.908) (0.927) (0.684) (0.682) (0.959) (0.955)
-0.0015 -0.0040 -0.0010 -0.0026 -0.0014 -0.0036 -0.0012 -0.0032
rank -0.1737 -0.1156 -0.1581 -0.1379
(0.006)**x* (0.006)*x% (0.146) (0.154) (0.198) (0.188) (0.270) (0.259)
(0.005)** (0.007)%*x% (0.146) (0.164) (0.202) (0.196) (0.271) (0.263)
-0.0028 -0.0073 -0.0019 -0.0051 -0.0028 -0.0075 -0.0015 -0.0043
-0.1019 -0.0657 -0.1031 -0.0542
yrsed (0.118) (0.115) (0.453) (0.435) (0.119) (0.111) (0.542) (0.518)
(0.124) (0.121) (0.452) (0.443) (0.124) (0.115) (0.536) (0.518)
0.0015 0.0042 -0.0009 -0.0022
0.0045 -0.0029
ptv_m
(0.957) (0.952) (0.973) (0.976)
(0.957) (0.952) (0.973) (0.976)
0.0011 0.0025 -0.0005 -0.0017
cable m 0.021 -0.01
- (0.773) (0.796) (0.892) (0.867)
(0.776) (0.798) (0.893) (0.869)
-0.0000 -0.0000 -0.0001 -0.0002
TVHHS3 -0.0139 -0.1386
(0.884) (0.866) (0.252) (0.237)
(0.884) (0.866) (0.221) (0.235)
0.0342 0.0900 0.0321 0.0849
. 0.0965 0.0885
prVlEW
(0.255) (0.255) (0.322) (0.321)
(0.239) (0.245) (0.305) (0.305)
0.0023 0.0060 0.0020 0.0057
. 0.0455 0.039
othview
(0.707) (0.708) (0.753) (0.737)
(0.696) (0.703) (0.752) (0.738)
-0.0669 -0.1898 -0.1018 -0.2866
. -0.0608 -0.0929
big4
(0.446) (0.415) (0.277) (0.245)
(0.439) (0.413) (0.270) (0.239)
0.0015 0.0026 0.0025 0.0071
0.1202 0.1999
rev_s
(0.174) (0.189) (0.082)* (0.087)*
(0.151) (0.201) (0.039)** (0.065)*
0.7271 0.6025 0.6473 0.4133 0.4649 -0.0613 0.5621 0.2048
constant
(0.000)*x* (0.094)* (0.006)*** (0.503) (0.203) (0.950) (0.186) (0.856)
(0.000)*** (0.098)* (0.005)*x** (0.510) (0.167) (0.946) (0.166) (0.852)
R’ = 0.0440 R’ = 0.0557 R® = 0.0503 R’ =0.0674
pseudo-R* = pseudo-R* = pseudo-R* = pseudo-R* =
adj-R*=0.0325  0.0330 adj-R*=0.0357  0.0417 adj-R*>=0.0188  0.0377 adj-R*> = 0.0264  0.0509

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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Market rank and age of station are statistically significant and large predictors of the
amountof news produecd. Thedirection of therelationship is as expected. Thelarger the
market, thegreater the amountof news produced. Theolder the station, the greater the
amountof news produced. The co€ficient onthecross-ownership variable btypebis not
statistically significant. Noneof theother variablesis statistically significant either.
Moreover, controlling for theage of the station and the market in which it islocated,
measured by the market rank, rendas therelationship between cross-ownership and the
amountof news statistically inggnificant.

When we reintroduce thetwo station characteristics as intervening variables, we find
tha thar codficients are significant and they inarease the amountfor variance explained
sgnificantly. Ageof station andrank remain statistically significant, and the other variables
remain statistically not significant.

In Yan@® Octobe 2006 study, hefindstha cross-ownership has a statistically
significant postive effect onthe presence of local news. However, Y an cautionsagang
over-interpreting this finding, stating @ross-owned stationswere more likely to bein the
busness of providing local news, thoughevidence of a causa relationship would require
examining whether and how stations provision of local informationd programming changed
after they became part of a newspaper/television combinaion.O Indeed, this result is more
likely attributed to thefact tha mog of the cross-owned stationsin the sample were
grandfathered prior to 1975,and all but oneof the nongrandfathered cross-owned stations
aired news prior to theformation of the cross-ownership relation.

In our model of theeffect of cross-ownership onthe presence of local news, we find

that cross-ownership is notsignificant. Thedifference in thisresult and Yan@® Octobe 2006
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result islikely dueto the presence of the station age control variable in our modd, which may
capture the effect of the established news status of the grandfathered combinaions

Theresults also indicate that cross-ownership has no effect onthe produdion or
amountof local public affairs programming. While the OL S results indicate significance, the
OLS modd is not appropriate for this daa set, given thefact tha 57 percent of stationsin the
sample aired zero secondsof public affairs programming. The Tobit modd appropriately
deals with this corner-solution scenario, and demongdrates tha cross-ownership has no effect
ontheamountof publc affairs programming.

Theevidence clearly suppots thecondusontha thereisno direct relationsip
between cross ownership and theamountof local news or public affairs programming. We do
not find much of a case for an indirect effect either. Controllingfor all theother variables, the
relationship between cross-ownership and the potential intervening variables, Big 4 and
Station Revenueis notsignificant. Inthe Probit modd that includes only Market Rank and
Station Age, as control variables for predictors of cross-ownership, Big 4 isnat related to
cross-ownership in a statistically significant way, but Station Revenueis. However, the
magnitudeof theindirect effect would be small (at the mean revenuethe probability of cross-
ownership is about 7 percent; at onestandard deviation abovethis mean revenuethe
probability of cross-ownership is approximately 10 percent). These modds do notexplain

much of thevariance in cross-ownership (see Exhibit 7).
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Exhibit 7: Indirect Effect of Cross-Ownership

DependentVariable = Cross-Owned gpe); dummy

oLs Probit oLsS Probit oLS Probit OoLS Probit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.)
-0.0005 -0.0034 0.0003 0.0005 0.0004 0.0015 0.0006 0.0026
rank -0.1009 0.0564 0.0704 0.1223
(0.094)* (0.131) (0.453) (0.866) (0.545) (0.720) (0.298) (0.540)
(0.070)* (0.128) (0.330) (0.835) (0.504) (0.683) (0.229) (0.465)
-0.0051 -0.0416 -0.0035 -0.0348 -0.0043 -0.0379 -0.0028 -0.0311
yrstd -0.2974 -0.1948 -0.2631 -0.1627
(0.000)*** (0.000)*** (0.018)** (0.005)*** (0.000)*** (0.000)*** (0.051)* (0.015)**
(0.000)*** (0.000)*** (0.011)* (0.007)*** (0.000)*** (0.000)*** (0.039)** (0.017)*
0.0029 0.0098 0.0018 0.0145
ptv_m 0.0148 0.0095
- (0.851) (0.926) (0.906) (0.891)
(0.837) (0.910) (0.899) (0.872)
-0.0008 0.0000 -0.0010 -0.0019
cable m -0.0248 -0.0303
- (0.719) (1.000) (0.663) (0.899)
(0.714) (1.000) (0.651) (0.895)
0.0001 0.0002 0.0000 0.0000
0.2513 0.0646
TVHHS (0.005)*** (0.156) (0.570) (0.885)
(0.029)** (0.079)* (0.537) (0.858)
-0.0026 -0.0099 -0.0082 -0.0306
ptwiew -0.01233 -0.0372
(0.878) (0.942) (0.658) (0.823)
(0.845) (0.934) (0.588) (0.793)
-0.0013 -0.0177 -0.0025 -0.0191
othview -0.0438 -0.0799
(0.703) (0.513) (0.494) (0.479)
(0.617) (0.423) (0.370) (0.366)
-0.0425 -0.1859 -0.0344 -0.1455
big4 -0.0607 -0.0516
(0.422) (0.629) (0.521) (0.744)
(0.310) (0.592) (0.372) (0.707)
0.0024 0.0062 0.0023 0.0067
rev s 0.2904 0.3025
= (0.000)*+* (0.087)* (0.005)** (0.216)
(0.012)* (0.056)* (0.025)** (0.142)
0.5007 1.5620 0.3013 0.8216 0.4303 1.5997 0.4022 1.3923
constant (0.000)*** (0.010)%* (0.031) (0.439) (0.036)* (0.318) (0.097)* (0.430)
(0.000)*** (0.007)*** (0.021)* (0.418) (0.035)** (0.329) (0.106) (0.488)
R?=0.1012 R?=0.1468 R?=0.1390 R?=0.1675
pseudo-R = pseudo-R = pseudo-R = pseudo-R =
adj-R?=0.0940 0.1820 adj-R*=0.1324 0.1922 adj-R*=0.1141 0.2114 adj-R?*=0.1347 0.2108

* = dgnificant at 10% level; ** = significant at 5% level; *** = significant at 1% level

Althoughwe have argued that the Napoli and Y an approach in theduopol andysis

was appropriate, given the policy and the different intentionsand effects of duopoles

compared to cross-ownership mergers, we have applied our approach to theduopoy variable
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aswell. We haverunthisandysis onthesame set of stationsasin theorigind random
sample (i.e. we do nat indudethecross-owned stationg. Theresults are smilar.

Themoddswere genegaly specified as follows:

news | =1 + "4(duo_s); + ",(rank); + "3(yrstd); + " 4g[ market controls]; + "o(big4); + "10(rev_s); + #
pa_|l="! + "y(duo_s); + ",(rank); + "s(yrstd); + " 4g[ market controls]; + "go(bigd); + " 1o(rev_s); + #
presence="! + ";(duo_s); + ",(rank); + "3(yrstd); + " 4g[ market controls]; + "o(bigd); + "19(rev_s) + #
pa_|_dum=1 + "i(duo_s); + ",(rank); + "3(yrstd); + " ,g[ market controls]; + "q(bigd); + "1o(rev_s)i+ #

Where all variables are as described above, and duo_s= dunmmy variable for a

duopoy station.

Results are presented bdow in Exhibits 8 - 12.
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Exhibit 8: Effect of Duopoly on Amount of L ocal News

DependentVariable = Local News (news_l)

oLs Robus_t oLs Robus_t oLs Robus_t oLsS Robus_t
Regression Regression Regression Regression
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.)
47.2502 60.1555 -94.7219 -84.7684 37.1831 42.6029 -98.8102 -89.9843
0.0134 -0.0269 0.0105 -0.0281
duo_s (0.766) (0.695) (0.543) (0.581) (0.817) (0.784) (0.529) (0.568)
(0.764) (0.485) (0.816) (0.477)
-3.0978 -3.9614 -3.7037 -4.0146 -4.9345 -5.8849 -5.3018 -5.1603
-0.1343 -0.1596 -0.2138 -0.2285
k
ran (0.003)*** (0.000)*** (0.002)*** (0.001)*** (0.013%** (0.002)*** (0.005)*** (0.007)***
(0.005)*** (0.007)*** (0.011)* (0.007)***
-56.0540 -59.1702 -39.0480 -41.4465 -56.1126 -60.0116 -38.6411 -41.3690
-0.7571 -0.5106 -0.7579 -0.5053
yrstd (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
(0.000)*** (0.000)*** (0.000)*** (0.000)***
-13.3065 -5.2560 -20.3582 -29.1731
v m -0.0144 -0.0223
piv_ (0.786) (0.912) (0.657) (0.527)
(0.776) (0.646)
-0.0924 4.2627 -1.5653 -0.2542
cable m -0.0007 -0.0111
- (0.989) (0.525) (0.810) (0.969)
(0.988) (0.794)
-0.0639 -0.0770 -0.0586 -0.0256
-0.0497 -0.0457
TVHH3 (0.422) (0.317) (0.478) (0.757)
(0.342) (0.515)
61.7453 32.5192 53.8708 22.9439
twview 0.0652 0.0557
P (0.256) (0.536) (0.320) (0.673)
(0.243) (0.329)
12.7453 8.5656 11.9771 6.1826
othview 0.0951 0.0856
(0.245) (0.418) (0.265) (0.567)
(0.215) (0.258)
850.5913 774.2783 827.5520 759.6710
. 0.2915 0.2836
big4 (0.000y*** (0.000y*** (0.000)*** (0.000y***
(0.000y*** (0.000)***
7.1231 8.5707 7.8426 8.7902
rev s 0.1628 0.1793
- (0.004y*+* (0.000)*** (0.005)*** (0.000y***
(0.035)* (0.010y***
5701.7910 5939.4480 3829.3140 4032.9070 5175.4600 5428.3140 3420.3350 3866.6140
constant
(0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000y***
(0.000)*** (0.000)*** (0.000)*** (0.000)***
R?=0.5924 R?=0.6382 R?=0.6606 R?=0.6848 R?*=0.5978 R?=0.6504 R?=0.6650 R?=0.6813

adj-R?= 0.5869 adj-R?= 0.6333

adj-R?= 0.6524 adj-R?= 0.6773

adj-R?= 0.5830 adj-R*= 0.6375

adj-R?= 0.6485 adj-R?= 0.6656

* = dgnificant at 10% level; ** = significant at 5% level; *** = dgnificant at 1% level
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Exhibit 9: Effect of Duopoly on Presence of L ocal News

DependentVariable = Presence of Local News (presence); dummy

oLs Probit oLsS Probit oLS Probit oLS Probit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.)
0.0950 0.2160 0.0820 0.0276 0.0845 0.2547 0.0892 0.1051
duo s 0.0822 0.0728 0.0731 0.0791
= (0.160) (0.460) (0.231) (0.939) (0.209) (0.425) (0.188) (0.782)
(0.159) (0.419) (0.191) (0.925) (0.199) (0.369) (0.136) (0.734)
0.0008 0.0026 0.0004 0.0016 0.0013 0.0052 0.0007 0.0030
rank 0.1097 0.0561 0.1660 0.0963
(0.061)* (0.185) (0.432) (0.530) (0.131) (0.216) (0.379) (0.519)
(0.064)* (0.174) (0.462) (0.528) (0.113) (0.223) (0.354) (0.511)
-0.0134 -0.0558 -0.0091 -0.0367 -0.0135 -0.0627 -0.0095 -0.0432
yrstd -0.5537 -0.3731 -0.5563 -0.386
(0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
(0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)*** (0.000)***
0.0052 0.0496 0.0045 0.0518
ptv_m 0.0170 0.0154
- (0.801) (0.628) (0.821) (0.633)
(0.8037) (0.667) (0.834) (0.681)
0.0012 0.0023 0.0006 0.0015
cable m 0.0260 0.0122
- (0.677) (0.874) (0.845) (0.926)
(0.655) (0.869) (0.829) (0.919)
0.0000 0.0001 0.0001 0.0002
0.0543 0.1362
TVHHS (0.491) (0.405) (0.118) (0.348)
(0.524) (0.396) (0.182) (0.329)
0.0668 0.3727 0.0636 0.3589
ptwiew 0.2151 0.2053
(0.004)*** (0.002)*** (0.007)*** (0.006)***
(0.003)*** (0.000)*** (0.006)*** (0.002)***
0.0059 0.0369 0.0068 0.0384
othview 0.1338 0.1527
(0.199) (0.132) (0.140) (0.131)
(0.163) (0.122) (0.164) (0.133)
0.2632 0.7724 0.3047 0.9198
big4 0.2816 0.3259
(0.000)*** (0.007)*** (0.000)*** (0.003)***
(0.001)*** (0.004)*** (0.000)*** (0.001)***
0.0005 0.0190 -0.0008 0.0133
rev s 0.0356 -0.0553
- (0.643) (0.195) (0.512) (0.390)
(0.470) (0.154) (0.406) (0.279)
1.6222 4.7556 1.1594 2.7011 1.0591 2.1985 0.5956 0.1701
constant (0.000)* (0.000)%* (0.000)+* (0.007)** (0.000)%** (0.120) (0.056)* (0.921)
(0.000)*** (0.000)*** (0.000)*** (0.005)*** (0.000)*** (0.079)* (0.063)* (0.907)
R?=0.3159 R?=0.3601 R?=0.3463 R?=0.3924
pseudo-R = pseudo-R = pseudo-R = pseudo-R =
adj-R*=0.3066 0.3193 adj-R*=0.3448 0.3657 adj-R*=0.3222 0.3699 adj-R*=0.3625 0.4097

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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Dependent Variable = Local Public Affairs (pa_L)

Exhibit 10: Effect of Duopoly on Amount of Local Public Affairs

OLS Tobit OLS Tobit OLS Tobit OLS Tobit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust (sig. w/ robust (sig. w/ robust (sig. w/ robust
std. err.) std. err.) std. err.) std. err.)
-23.4194 -10.8811 -23.0500 -11.3927 -25.6711 -12.0988 -23.9611 -11.7233
duo s -0.0921 -0.0984 -0.1009 -0.1023
- (0.189) 0.772) (0.180) (0.750) (0.154) (0.746) (0.176) (0.741)
(0.068)* (0.120) (0.055)* (0.110)
-0.2296 -0.5984 -0.1738 -0.4482 -0.2938 -0.7666 -0.2407 -0.6601
rank -0.1380 -0.1124 -0.1766 -0.1557
(0.049)%* (0.023)%* (0.201) (0.128) (0.186) (0.116) (0.257) (0.144)
(0.054)* (0.173) (0.047)%% (0.093)*
0.1192 -0.4453 -0.0477 -0.4636 0.0994 -0.4789 -0.0404 -0.4542
0.0223 -0.0086 0.0186 -0.0079
yrstd (0.737) (0.564) (0.927) (0.655) (0.782) (0.533) (0.933) (0.661)
(0.769) (0.911) (0.811) (0.921)
2.3746 2.8380 2.8977 2.8452
0.0355 0.0477
ptv_m
(0.665) (0.810) (0.575) (0.792)
(0.637) (0.556)
0.2843 0.5546 0.0403 -0.0396
0.0278 0.0043
cable_m
(0.714) 0.737) (0.956) (0.979)
(0.637) (0.949)
-0.0035 -0.0124 -0.0066 -0.0199
TVHH3 -0.038 -0.0775
(0.692) (0.527) 0.477) (0.334)
(0.548) (0.414)
8.9048 22.8678 8.8942 21.9220
. 0.1304 0.138
ptvview
(0.143) (0.083)* (0.146) (0.087)%
(0.055)* (0.076)*
1.2823 2.8700 1.1501 2.8023
. 0.1326 0.1234
othview
(0.295) (0.289) (0.342) (0.279)
(0.185) (0.288)
-12.7449 -24.5039 -13.6608 -32.3613
. -0.0656 -0.0703
big4
(0.454) (0.508) (0.441) (0.395)
(0.443) (0.233)
0.2074 0.4254 0.2248 0.5704
0.0711 0.0771
rev-s (0.452) (0.437) (0.466) (0.356)
(0.443) (0.519)
58.6451 26.7765 68.7081 34.2461 -38.1131 -180.1961 -4.2918 -117.3147
constant
(0.037)%* (0.658) (0.120) (0.723) (0.610) (0.280) (0.958) (0.502)
(0.046)** (0.043)%* (0.540) (0.940)
R* =0.0201 R* = 0.0287 R* =0.0331 R* =0.0422
pseudo-R’ = pseudo-R’ = pseudo-R2 = pseudo-R* =
adj-R* = 0.0069 0.0043 adj-R* = 0.0053 0.0061 adj-R* = -0.0025  0.0069 adj-R* = -0.0050  0.0091

* = dgnificant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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Exhibit 11: Effect of Duopoly on Presence of Local Public Affairs

DependentVariable = Presence of Local Public Affairs (pa_L_dum); dummy

OoLSs Probit oLs Probit oLs Probit oLs Probit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust  (sig. w/ robust | (sig. w/ robust  (sig. w/ robust | (sig. w/robust  (sig. w/ robust | (sig. w/robust  (sig. w/ robust
std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.)
0.1022 0.2590 0.0916 0.2341 0.0976 0.2543 0.0874 0.2258
duo s 0.0788 0.0702 0.0749 0.0670
= (0.257) (0.271) (0.343) (0.350) (0.283) (0.282) (0.368) (0.372)
(0.256) (0.263) (0.353) (0.352) (0.289) (0.277) (0.375) (0.370)
-0.0012 -0.0032 -0.0009 -0.0024 -0.0016 -0.0043 -0.0015 -0.0041
rank -0.1423 -0.1073 -0.1857 -0.1758
(0.040)* (0.039)* (0.218) (0.220) (0.159) (0.150) (0.195) (0.182)
(0.038)* (0.042)* (0.221) (0.233) (0.158) (0.154) (0.198) (0.187)
-0.0027 -0.0071 -0.0011 -0.0030 -0.0027 -0.0073 -0.0008 -0.0025
-0.099 -0.04 -0.0994 -0.0297
yrstd (0.134) (0.132) (0.664) (0.667) (0.135) (0.126) (0.749) (0.727)
(0.140) (0.139) (0.654) (0.663) (0.143) (0.132) (0.739) (0.721)
-0.0018 -0.0052 -0.0056 -0.0144
-0.0053 -0.0167
ptv_m
(0.948) (0.943) (0.843) (0.847)
(0.948) (0.944) (0.845) (0.850)
0.0014 0.0035 -0.0002 -0.0010
cable m 0.0274 -0.0047
- (0.715) (0.735) (0.951) (0.927)
(0.717) (0.737) (0.952) (0.927)
-0.0000 -0.0001 -0.0001 -0.0002
-0.0724 -0.1159
TVHHS (0.445) (0.439) (0.281) (0.268)
(0.432) (0.437) (0.244) (0.282)
0.0500 0.1346 0.0519 0.1397
. 0.1429 0.1444
ptwiew (0.105) (0.098)* (0.123) (0.117)
(0.100)* (0.095)* (0.110) (0.107)
0.0046 0.0128 0.0055 0.0152
othview 0.0938 0.1059
(0.453) (0.435) (0.408) (0.387)
(0.452) (0.438) (0.411) (0.394)
-0.0192 -0.0524 -0.0390 -0.1199
big4 -0.0177 -0.036
(0.838) (0.831) (0.689) (0.641)
(0.840) (0.835) (0.685) (0.637)
0.0016 0.0043 0.0021 0.0060
rev s 0.0975 0.1311
= (0.297) (0.313) (0.210) (0.212)
(0.234) (0.286) (0.141) (0.182)
0.6821 0.4873 0.5394 0.1096 0.3172 -0.4736 0.2684 -0.5858
consant (0.000)%** (0.190) (0.027)* (0.867) (0.402) (0.639) (0.546) (0.623)
(0.000)*** (0.194) (0.020)* (0.862) (0.374) (0.623) (0.523) (0.610)
R?=0.0425 R?=0.0506 R?=0.0568 R?=0.0684
pseudo-R = pseudo-R = pseudo-R = pseudo-R =
adj-R*=0.0295 0.0318 adj-R*=0.0278 0.0377 adj-R*=0.0220 0.0428 adj-R*=0.0225 0.0517

* = significant at 10% level; ** = significant at 5% level; *** = significant at 1% level
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DependentVariable = Duopoly (duo_s); dummy

Exhibit 12 Indirect Effect of Duopoly

oLsS Probit oLS Probit oLs Probit oLsS Probit
Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Beta Beta Beta Beta
(signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.) (signif.)
(sig. w/ robust  (sig. w/ robust | (sig. w/ robust  (sig. w/ robust | (sig. w/ robust  (sig. w/ robust | (sig. w/robust  (sig. w/ robust
std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.) std. err.)
-0.0020 -0.0103 -0.0016 -0.0122 -0.0022 -0.0148 -0.0017 -0.0145
rank -0.3043 -0.2368 -0.3403 -0.2565
(0.000)*** (0.000)*** (0.003)*** (0.001)*** (0.007)*** (0.003)*** (0.043)** (0.009)***
(0.000)*** (0.000)*** (0.001)*** (0.000)*** (0.001)*** (0.000)*** (0.015)** (0.005)***
0.0008 0.0049 0.0040 0.0220 0.0007 0.0044 0.0040 0.0221
0.0405 0.1822 0.0344 0.1833
yrstd (0.526) (0.407) (0.034)** (0.031)** (0.593) (0.465) (0.035)** (0.032)**
(0.491) (0.355) (0.012)** (0.016)** (0.559) (0.405) (0.016)** (0.022)**
0.0154 0.0434 0.0153 0.0688
0.0587 0.059
ptv_m
(0.456) (0.637) (0.456) (0.489)
(0.439) (0.613) (0.451) (0.475)
0.0007 0.0007 -0.0004 0.0011
cable m 0.0163 -0.0109
- (0.824) (0.956) (0.880) (0.940)
(0.817) (0.956) (0.874) (0.938)
0.0000 -0.0000 -0.0000 -0.0002
0.0175 -0.0976
TVHHS (0.850) (0.761) (0.335) (0.155)
(0.883) (0.783) (0.282) (0.120)
0.0110 0.0403 -0.0014 -0.0906
ptwiew 0.0409 -0.0052
(0.632) (0.696) (0.952) (0.486)
(0.650) (0.738) (0.945) (0.465)
0.0050 0.0326 -0.0000 -0.0141
othview 0.1315 -0.0004
(0.278) (0.166) (0.997) (0.638)
(0.297) (0.264) (0.996) (0.578)
0.0249 0.3617 0.0104 0.2619
big4 0.03 0.0125
(0.712) (0.267) (0.883) (0.438)
(0.736) (0.292) (0.893) (0.459)
0.0032 0.0083 0.0036 0.0108
rev s 0.2561 0.288
- (0.003)*** (0.062)* (0.003)*** (0.029)**
(0.038)** (0.088)* (0.040)** (0.060)*
0.2676 -0.6544 -0.0619 -2.2336 -0.0628 -2.1522 -0.0217 -1.2552
consant (0.011y* (0.147) (0.723) (0.017y (0.824) (0.081)* (0.946) (0.459)
(0.009)*** (0.138) (0.685) (0.009)*** (0.850) (0.173) (0.944) (0.457)
R®=0.0941 R*=0.1633 R®=0.1045 R’=0.1683
pseudo-R = pseudo-R = pseudo-R = pseudo-R =
adj-R?=0.0860 0.1211 adj-R?=0.1473  0.2020 adj-R?=0.0757 0.1389 adj-R?=0.1316  0.2163

* = significant at 10% level; ** = significant at 5% |

;> = significant at 1% level
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Market Rank and Age of the station are statistically significant predictors of the
amountof news; the coeficient ontheduopoly variable isnotsignificant. Agan, wefindtha
controlling for station age and market rank alonerendeas therelationship between duopoly
status and the amountof news statistically inggnificant. Induding the station characteristic
variables as controls, explains more variance and we find a statistically significant coefficient
on both Big 4 and StationsRevenueg as Napoli and Yan did. The coefficient on duopdy was
not statistically significant. Duopolesdid nat produce more public affairs than non
duopoles, and noneof theother variables was significant (with the exception that more hours
of public televison viewing in amarket may have asmall postive effect onthe amountof
public affairs programming produced). Thereis aso noindication that duopol has a

significant indirect effect on news or public affairs (see Exhibit 12).
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STUDY 17:
FAULTY READING OF THE RECORD ON PROGRAM
OWNERSHIP AND THE BROADCAST OWNERSHIP RULES

The Commission mistakenly relaxed theduopdy rule in pat because it failed to treat
source diversity as a separate god or to andyze the role and state of source diversity in detail
It ingppropriately andincorrectly failed to examinethe ownership of programming and
ignored the mountain of evidence in therecord that the ownership and control of
programming in thetelevison market is conaentrated. The Commission arrived at the
erroneousdecision to triple the numbe of markets in which multiple stationscan be owned by
asingle entity because it facilely and incorrectly rgected source diversity asagod of
CommunicationsAct.>* However, whether we consder source diversity as a separate god of
the Act (which the Commission rejected), or as a subcomponent of the broader concept of
viewpoint diversity, theundelying flaw isthefailure to andyze the ownership of programs
and theimportant role tha indgpendent ownership of programs Bindgendent of ownership of
outiets Bplaysin themediamarket. Thebasic problem is easiest to explain if source

diverdity istreated as a separate god.

SOURCE DIVERSITY PLAYSAN IMPORTANT ROLE

The FCC conduded that source diversity is nota separate god of its diversity policy.
It reached this erroneousconduson by conflating program production and program
distribution, applying afaulty andysis of the economic/busness modds of program

distributors and ignaing extensve evidence tha CFA/CU entered into therecord. Had the

%2 Order, paras. 42-46, 102-110.
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Commission conduded a prope andysis of source diversity, it would have conduded tha the
limit onlocal duopoles and triopolies should be much more stringent because the
concentration of ownership of outiets undemines diversity by redudng the ability of
indgpendent programmers to produd content.

Consdering thefact tha the govening conditutiond jurisprudence isfocused on
source diversity Bbased on the premise that @Qhewidest possible dissemination of information
from diverse and antagonistic sources is essential to the public welfareOPit is remarkable tha
the Order devotes a scant four paragraphsto theissue Jud asremarkable is the number of
errors contained in those scant four paragraphs

The Order beginsits discussion of source diversity in paragraphs42 by defining it as
the Gavailability of media content from a variety of sources.O Paragraph 43 discusses the
evidence offered by several commenters abouttheconaentration of produdion of content tha
focused primarily on prime time programming, nating that On 1993,68% of prime time
programming onthelargest broadcast neworks was independently producd versus24%
today.O

With no actud discussion of source diversity, paragraphs44 and 45 switch froma
discussion of source diversity to adiscussion of the number of outlets. Paragraph 44 states
tha On light of the dramatic changein thetelevision market, induding the significant number
of channds available to mos hougholdstoday, we find no basis to condudetha govenment
regulation is necessary to promote source diversity.O Paragraph 45 goes on to note the
increase in channds available to Qhevast majority of housholdsOfrom six in 1979to an
average of 102 channds per home.O The Commission claimsin paragraph 44 tha
GCommenters recommending tha the Commission adopt source diversity as agod offer no
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evidence of the quantity of programming sources across theddivered video programming
market (i.e. bath broadcast and non-broadcast channds) and why that quantity is deficient.O It
condudesin paragraph 45 tha Qyiven the exploson of programming channds now available
in thevast mgjority of homes today, and in the absence of evidence to the contrary, we cannot
condudetha source diversity should bea policy god of our broadcast ownership rule.O
Virtudly identical misreading is repested time and agan throughoutthe order.>*

Demondrating tha source diversity should beafocal point of public policy to
promote diversity and localism in no way deracts from the smultaneousfinding, at which the
Commission correctly arrives (para. 27), tha utlet ownership can be presumed to affect the
viewpoints expressed on tha outlet. We continueto bdieve tha broadcast ownership limits
are necessary to preserve and promote viewpoint diversity. A larger number of independent
owneswill tendto generate awider array of viewpoints in the mediathan would a
compaatively smaller number of owners.O Thedifference between viewpoint diversity
(measured as theindgpendent ownership of outlets) and source diversity (measured as the
independent produdion of content) is easy to maintain and explain as a basis to promote the
public interest in localism and diversity, even if the Commission preferred to view
independent program sources as a component of viewpoint diversity.>*

OwnersQOviewpoints are expressed in the content they choos to ddiver to the public
throughthe outlets they control. Theoutlet owners may produce ther own content or buy it
form indgpendent producers. A multiplicity of sources will serve theinterests of diversity and
localism better by creating competition between sources providing owne's a better rangeof

programming fromwhich to choos. More indgpendent source will stimulate greater

%3 Order, paras. 535, 651, 654
¥4 CFA/C U, Comments 1, pp. 49-52;
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innovaion and creativity and more locally oriented content.*® Independent programmers can
a'so be expected to produe more vigorouswatchdogjoumaism.>*

It may also lower the barier to entry into the media market, since a separate market
for indgoendent programming would facilitate entry at onestage of produdion (programming
or distribution) rather than two (vertically integrated produdion and distribution). The
Commission should bewell aware of the need to promote source diversity separately fromthe
ownership of outlets, since it accepts highea levels of concentration in mid-size and smaller
markets on the basis of a claim aboutther more demanding economrics.®” Independent
ownership of programming could add a significant source of diversity, absent vertical
integration.

Asdemongrated by CFA/CU in this proceeding, large buye's of programming can
exercise monop®ny power to thederiment of independent producers and the public, even
when they are notvertically integrated, but the problem becomes even more severe when they
are vertically integrated, which mogt of thelarge program distributors are*®®  Structural
limits on concentration of ownership of outlets can hdp to create an environment tha
promotes indgpendent produdion of content.

The FCC also fallsto recognize the evidence in therecord that demondrates that this
buying power in the nationd market affects diversity in local markets.** CFA/CU worked

with Jod Waldfogd in the preparation of an econametric study by Jod Waldfogd, who later

¥ CFA/C U, Comments 1, pp. 53-57CFA/C U, Comment 2, 58-59, 79-82.

%% CFA/C U, Comments 2, pp. 26-27, 83-88.

%7 Order, para. 201.

%8 CFA/C U, Comments 2, pp. 186-220.

¥ Order, para 534, states that GCommenters do not provide evidence that persuades us to ater
those views, and we &firm our 1984 conclusion tha the nationd TV ownership ruleis
not necessary to promote diversity.O The Commission provides no discussion
whatsoever of the evidenceit has regjected.
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was hired by the Commission to condud oneof itstask force studies tha contradicts this
claim.®!® This study is oneamongmany cited in our comments that contradict the FCC claim

that consolidation into naiond chainsdoes notdiminish diversity.**

MISREADING THE RECORD

Theclaim that there is an absence of evidence about conaentration in the Delivered
Video Programming market could notbefarther from thetruth. The commenters tha the
Order identified and several others (whoit failed to identify as addressing this issue)**?
provided extensve evidence on precisely the point that the sources of programming are
concentrated and therefore lack diversity. It demonsgrated this explicitly across (hoth the
broadcast and non-broadcast channdsOat both thelocal and nationd levels®® Perhgpsthe
Commission failed to recognize this evidence because nowhere in the order did it andyze the
actud sources of programming. It never did andyze source diversity because it immediately
shifted from a discussion of source diversity to acountof outlets, withoutever directly
analyzing who produees the content that is ddivered throughthos outets.

In fact, the CFA/CU comments, which the Commissionfailed to indudein itslist of

commenters who addressed source diversity, presented evidence tha directly estimated the

lack of source diversity by demongrating tha, at thelocal level, broadcast and non-broadcast

19 CFA/C U, Comments 1, Attachment B. The results of this sudy were summarized in
Wadfogel @ statement to the Media Ownership Roundtable conducted by the FCC.
1 CFA/C U, Comments 1, pp. 40-45; Comments 2, pp. 54-59, 250-253
%2 Order, para. 43.
3 CFA/C U, Comments 1, pp. 104-109; CFA/C U, Comments, 2, pp. 153-159, 203-220,
CFA/C U, Replies 2, pp. 12-16.
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programming isatightoligopoly (modeaately to highly concentrated) across arangeof
markets.*

CFA/CU demondrated tha broadcast network owners who have used their mus
carry/retrangmission rights to gan carriage of ther programming on cable systems have
recaptured between 50 and 75 percent of theviewers tha have shifted to cable® Broadcast
and non-broadcast programming was closely andyzed and CFA/CU showed tha owners of
broadcast networks recapture viewers with thar non-broadcast offerings CFA/CU
established the conaentration of news programming markets at both the nationd**® and
local® levels.

CFA/CU demongrated tha, at theregiond and nationd levels, in the past decadea
handful of cable opeators and broadcast nework owners completely dominae thelaund of
new cable networks.*!® Looking at subsribers and writing budgés, CFA/CU and others
demondrated that the programming market is atight oligopoly as well.*'° CFA/CU showed
tha joint ventures and cross-ownership among and between the members of this oligopdy
reduce theincentive to compete and creates shared interests in controlling theflow of
programming 3%

The Commission has some vagueidea tha thedominant broadcasters now commingle

broadcast and non-broadcast activities. Para. 523 offers a hypohetical example of program

acquisition tha shows tha thetwo largest DVP buyers spend over onequater of thar

4 CFA/ CU, Comments 1, pp. 104-109; Comments 2, pp. 153-159;
35 CEA/C U, Replies, pp. 12-16.
%1% CFA/C U, Comments 2, pp. 104-108 155.
S CFAIC U, Ex Parte, pp. 42.
%8 CFA/C U, Comments 2, pp. 218-220.
9 CFA/C U, Comments 2, pp.156-158.
%0 CFA/C U, Comments 2, pp. 186-203.
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budgés on cable networks. Thefact that the Commission resorted to a hypothetical
discussion, rather than andyze the daain therecord, donecallsits conduson Qve have no
evidence tha they [televison stationsowners} exercise market power in the program
produdion market3?! into doubt

All thisisin addition to the highlevel of conaentrationin prime time programming,
which CFA/CU and others demondrated in consderably more detail than the Commission
acknowledges.*?

There can be no mistake abouttheimplication and purpose of thisandysis, since
CFA/CU clearly explained theimportant role of source diversity initsinitial commentsin this
long running proceeding.

Source diversity is also meaningless unless the sources are structurally

independent. Source diversity references the same fundamenta princple--a

distinct entity should beresponsble for creating content. TheFirst

Amendment is served when indgpendent organizationsmake decisionsabout

wha content will beproduced, and thuswha content will ultimately reach an

audience. Source diversity thusmakes no sense withoutseparately owned

sources and distribution mechanisms. Market power in program and content

purchasing will eliminae diversity in program produdion throughthe exercise

of monop®ny power. Sources should notonly be separate from each other,
but also be separate from outlets to prevent theharms of vertical integration.®*

Ignoling theextengve evidence of alack of source diversity across broadcast and non
broadcast, aswell as naiond andlocal markets has dire consequences for the public interest
in diversity andlocalism. As CFA/CU explained at great length in its comments, allowing
domnant firmsin thelocal and naiiond markets to acquire direct control of more out ets will

enable them to strengthen ther grip on the programming market.*** Asthe nunber of

#! Orde, para, 517.
¥2 CFA/C U, Comments 2, pp. 200-202.
%3 CFA/C U, Comments 1, pp. 30, footnotes omitted.
¥4 CFA/C U, Comments 1, pp. 108-113; CFA/C U, Comments 2, pp. 186-200.
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independent owners of outlets shrinks producers have fewer and fewer oppotunities to
market ther works, especially because thelarger program distributors are vertically integrated
into program produdion. Asasmaller number of owners controls alarger share of the market
they gan greater and greater leveragein thebargaining with indgpendent producers. Indeed,
they can make or break programming.®®

Oneof thecritical factors tha the Order has failed to recognize, in spite of this
mountain of evidence provided, is tha the owners of the broadcast networks are also
subgantia owners of non-broadcast programming. Contradicting theclaim in the Order tha
there are two very distinct bugness modd in thetelevision markets, CFA/CU and othe's have
shown that the owners of broadcast neworks have mondized their mug carry/retranamission
rightsinto carriage on cable systems, which provides them with a subdantial stream of
sub<cription revenues.

It istruly ironic that the FCC, which routindy notes that rising programming cods are
oneof the causes of dramatic increases in cable rates,**® has failed to notice tha the owners of
many of the programs mog frequently cited as the programming cod culprits are theowners
of thedominant broadcast networks.*?’ Condder paragraph 61 in which the Commission cites
thefact tha On competing with broadcasters, nonbroadcast programming networks typically
have two income streams to develop or purchase programming. Broadcasters continueto rely
overwhdmingly on advertising revenues.OThethree non-broadcast programming networks it

cites as examples, ESPN, CNN, MTV are all owned by entities tha also own broadcast

%5 CFA/C U, Comments 2, pp. 206-208.

% Federd Communications Commission, QReport on Cable | ndustry Prices.Ol the Matter of
Implementation of Section 3 of the Cable Television Consumer Protection and Competition Act of 1992,
Statistical Report on Average Rates for Basic Service, Cable Programming Service, and Equipment,
various issues.

¥7 Order, para. 142.
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networks. In fact, thethree owners of these shows own four of thetop six naiond broadcast
networks.

The FCCG@ discussion of non-broadcast programming in its historical overview
reconfirmstheerrorin failing to look at ownership of programming. In paagraphs102and
109, the cable nework mentioned (HBO, TBS, ESPN, CNN, BET, Nickelodeon,MTV) are
owned by corporationsthat also own networks. Theowner of USA, Liberty, has a subgantial
owneship interest in corporationstha own neworks. Theonly independent channd in the
lististheWeather Channd.

Even the discussion of broadcast neworks in paragraph 110fails to take nate of
ownership. Two of thethree new networks the FCC touts are, owned by corporationstha
own another nework (UPN), or amajor cable opeator (WB).

The Commission® observation that thetop four broadcast networks have an
ownership interest in only 25% of the 102 broadcast channds, misses the point tha they have
guaanteed access to tha distribution and close interconnection throughstock ownership and
joint ventures to the cable companies tha control theremainde of thechannds*® Thejoint
activities of this cabd hasresulted in avideo programming market tha isatightoligopdy by
all traditiond measures of market structure.®?

In note 109Q the Commission states that broadcast networks are organizationd units
of larger media enterprises,Obut argues that Grorporate management ordinarily expects,
however, tha each busness unit will recover its unit-specific fixed and variable cogs,
contribute to the cog of shared corporate services and fundions and earn unit-specific

profit.O The Commission presents no evidence specific to thevideo indugry that thisisthe

¥8 Order, para. 123,
%9 CFA/C U, Comments 2, pp. 203-220.
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case. It does notandyze theobviousfact tha such asubgantial amountof programming
purchased for cable networksislikely to generate subdantial revenuenotin thetraditiond
broadcast mode nordoesit provideany andysis of thejoint assets, like studios tha suppot
both broadcast and nontbroadcast programming or theincreasing revenueassodated with
repurmposng of programming. Thefailureto condict andyses such as these demands tha the
Commission recongder its Order in regard to thenationd cap.

Thefailure of the FCC to andyze the ownership of programming and to propely
undestand the econommic modds being applied in theindugry has undemined its andysis of
source diversity and led it to incorrectly allow greater concentration of ownership of outlets.
For these reasons the Commission should reconsider the naion cap and restore it the previous

level of 35 percent.

EVIDENCE OF BARRIERSTO ENTRY RESULT ING FROM VERTICAL INTEGRATION.

Theevidencein therecord tha deals with theimpact of vertical integrationfocuses on
the severe difficulty tha independent producers have in ganing access to the consumer
because of the vertical integration of distributorsinto content produdionin three areas prime
time programming, broadcast-cable bundks of programming, and cable self-dealing. In each
of the areas the evidence continues to mountthat vertical integrationis a severe problem for

indgpendent content producrs.
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