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ABSTRACT
THE EFFECT OF MARKET STRUCTURE, PROFITABILITY AND
ORGANIZATION SIZE ON COMMERCIALIZATION, CLUTTER,
CLEARANCE AND COMPLAINT PRACTICES USED BY
COMMERCIAL TELEVISION STATIONS NATIONWIDE
By:

Jan LeBlanc Wicks

The last decade represented an era of unprecedented
change in broadcast regulation and self-regulation. The
National Association of Broadcasters abandoned its
Television Code in 1982, and the Federal Communications
Commission deregulated commercial television in 1984 and
relaxed local station requirements for screening or
clearing ads in 1985. These changes may affect the amount
and accuracy of commercial information consumers receive.

But what, if any, effect is this free marketplace
approach having on the advertising practices of commercial
TV stations? How well is the public interest served in
the decision-making hands of commercial broadcasters as
compared with FCC policies and self-regulatory bodies?

A national mail survey of broadcast TV management was
conducted to consider these questions and to determine if
advertising practices changed after deregulation. The
goal was to use economic theory, mass media policy

research and organizational theory to predict performance



differences in: 1) the level of commercialization, 2) the
number and composition of commercial breaks, 3) the number
and type of standards and sources a station uses or
consults when clearing ads, and 4) individual station
complaint practices. The idea that stations manipulate
these practices to make their broadcast fare more
attractive to viewers and commercial time more attractive
to advertisers was also proposed and tested.

The primary independent variables were market
structure or concentration, station profitability, and
organization size. Regressions were used to analyze these
variables' relative effect on the dependent variables. T-
tests were used to assess the usefulness of distinguishing
different types of markets based on the level of
concentration, profitability of stations and organization
size.

Study results suggest that some relationships between
market structure, profitability and organization size, and
commercialization, clutter, clearance and complaint
practices exist. Results also support the notion that
station managers may manipulate the dependent variables to
make their airtime more attractive to viewers and
advertisers. The implications of the marketplace approach

are also discussed.
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CHAPTER I
INTRODUCTION

Commercial television advertising is an important
source of product information for American consumers.
Most learn about products or brands from television
advertising,1 and regard it as the most influential type.2
Changes in the content of such advertising affects the
accuracy and quality of product information available to
many Americans. And changes in the amount of advertising
affect how much consumers can learn. Consumers only
recall about four commercials at any one time.3

The deregulation of commercial television by the
Federal Communications Commission in 1984% has important
implications for the type and amount of commercial
information available to consumers. Now local
broadcasters decide for themselves how much commercial
time and how many breaks to schedule per hour, and whether
or not to air program length commercials in which the
message is interweaved so closely with program content
that the entire program must be considered commercial.®

A significant increase in the amount of commercialization



and clutter will affect how much consumers can learn about
new products and services from this important source.

FCC actions may also affect what consumers learn. The
FCC eliminated licensee obligations regarding deceptive
advertising in 1985. Local broadcasters no longer need to
exercise particular care when deciding to accept
advertising which is the subject of an unadjudicated
Federal Trade Commission complaint, or to review the
reliability of every prospective advertiser.® Aand
stations of greater size and resources are no longer
expected to make a correspondingly greater effort in this
area.’ Consequently, these relaxations could result in a
proliferation of inaccurate advertising on stations of all
sizes and of all degrees of profitability.

Further, the National Association of Broadcasters
abandoned its Television Code in 1982.8 The NAB TV Code
was the most important self-regulatory mechanism for local
broadcasters, providing guidelines regarding
commercialization, clutter, and clearance. The NAB Code
Authority Board also cleared commercials for national and
regional advertisers. Preclearance by the NAB was
tantamount to network approval (although the networks
still determined for themselves whether a commercial would

be accepted).9 After the Code's demise, the networks



assumed primary responsibility for clearance.10 However,
concerns over clearance effectiveness were raised in 1987
when ABC, CBS and NBC cut back their Standards and
Practices divisions as a cost-cutting move.11

As a result of the events of the past seven years,
individual station management has more commercial
decision-making freedom than ever before. Local
broadcasters may now decide how many commercials to air
and what procedures to use to determine if advertisements
are deceptive. They also have more responsibility for
clearing national and regional spot advertising.

At the same time, station responsibility for
determining how the local community views station policies
was relaxed by the FCC. The new flexibility extends to
ascertainment of public views regarding advertising
policies. The FCC no longer concerns itself with
ascertainment methodology, but only with how responsive
stations are to community needs.12 so managers may decide
what new policies to implement, and how to determine how
the community feels about them.

Licensee discretion is essentially "penalty-free," as
the FCC also eliminated license challenges based on
commercial time considerations.l3 violations of the

deceptive advertising policy are now considered only in



"character" proceedings,14 which rarely result in
meaningful action. The FCC considers ascertainment
satisfactory if "programming presented by the licensee
satisfies its obligation,"15 which seems vaguely worded
and thus difficult to disprove.

The FCC asserted that competitive market forces
regqulate the industry, precluding viewers from watching
and advertisers from buying time on stations adding too
many commercials.l® It noted a decline in public
complaints about advertising as support.17 Advertisers
disagreed, predicted clutter problems, and warned
broadcasters to continue keeping logs to verify that
advertising schedules aireda.l8

But what effect is the marketplace approach having on
the advertising practices of TV stations? Will the
quantity and quality of consumer information be affected?
And is the public interest served as well in the decision-
making hands of commercial interests as it was by FCC
regulations?

The potential for dramatic changes in advertising
practices now exists. But public or FCC monitoring now is
also more difficult, precisely when these new advertising
practices might become a problem. The present study
attempts to both illuminate what changes have occurred and

provide a basis for evaluating their consequences.



The Study:

A national mail survey of commercial television
station management was conducted to determine if
deregulation changed advertising practices. The goal was
to use economic theory to predict performance differences
in clutter and commercialization levels, and in clearance
and complaint practices. The idea that stations
manipulate these practices to make programming more
attractive to viewers and commercial time more attractive
to advertisers was also proposed and tested.

Economic theory provides a means of distinguishing
markets and making predictions based on those differences.
The industrial organization paradigm states that an
industry's market structure predicts its conduct and
ultimately its performance.19 Market structure (or
organization) is the sum of the economically significant
features of a market affecting firm behavior in the
industry supplying that market. These factors include the
level of product differentiation and number of sellers and
buyers.zo Market conduct consists of a firm's policies
toward its product market and toward the moves made by its
rivals in that market.?l conduct includes pricing
behavior, product strategy, and advertising.22 Conduct
varies by market structure, and is considered "better"

under some structures than others.?23



Market performance is the appraisal of how equitable
the economic results of an industry's conduct are to
consumers and producers. Performance is assessed by
considering whether an industry operates efficiently by
earning enough to pay expenses and make a profit.
Economists also consider whether an industry supports
research, incorporates new technological developments in a
timely manner, and employs all who desire jobs. Ideally,
the industry, workers and consumers are all satisfied.
The industry earns a reasonable profit, workers get a
reasonable wage and are awarded for initiative, and
consumers get a quality product at a reasonable price.24

Markets are distinguished by calculating Herfindahl-
Hirschman Indices for each. The index takes the number
and market shares of firms into account and indicates how
concentrated a market is.25 conduct differences in
advertising practices are predicted based on market
differences shown by the index. Performance is assessed
by determining if ad practices are consistent with the
FCC's public interest interpretation.26

The conduct studied was individual commercial
television station commercialization, clutter, clearance
and complaint practices. Commercial television stations

are defined as those that depend on national and regional



spot, and local advertising for profits, and may also
receive funds from national commercial television
networks. They may carry network programming, originate
syndicated and paid programming, and may compete with
other stations for a share of the viewing audience.
Stations that depend primarily upon fund raising efforts
or direct sales for revenues, such as certain religious or
Home Shopping Network stations, are not included.
Satellite stations are not included as they do not
originate, but simply carry "mother" station programming.
Commercial television stations are also distinguished
as being "more" or "less" profitable. Broadcast band and
network affiliation are commonly used as proxy variables
for profitability,27 since individual station financial
data is confidential. More profitable stations typically
broadcast on channels 2 to 13 (VHF) and are affiliated
with a national commercial television network. Less
profitable stations typically broadcast on channels 14 to
83 (UHF)28 and are independent (or not affiliated with a
network). A station's ranking in its home market was also
used as a profitability indicator in this study, and these
three variables were combined to create a profitability

index. 29



Commercialization includes the average amount of
commercial and non-program time a station airs during
early fringe and prime access times (3:00 to 7:00 p.m. or
4:00 to 8:00 p.m.), and the average number of program
length commercials a station airs per month. Commercial
time is defined as the amount of commercial matter30 a
station schedules per hour of locally-originated
programming, previously limited to 16 minutes by the
Fcc.31 Non-program time is the average amount of non-
program time (including commercials, promotional
announcements, and public service announcements), formerly
limited to 16 minutes per hour by the NAB TV Code.32 The
average number of program length commercials a station
airs per month is also a measure of commercialization.
Program length commercials were banned before
deregulation. Findings are compared to the appropriate
guideline to identify changes in practices.

Clutter is the number of breaks, and consecutive
announcements scheduled in breaks, in locally-originated
programming, formerly limited by the NAB Code. 33 Findings
are compared to these guidelines to identify changes in
commercial practices. The Code also banned multiple
product announcements presenting two or more products or
services in a single commercial less than 60 seconds,

except where integrated to appear to the viewer as a



single message. A multiple product announcement was
considered integrated if the products or services in then
were related, and if similar production characteristics
were used throughout.34 New time units, like 15 and 45
second spots sold individually,35 were introduced when the
multiple products standard was abandoned. Findings were
examined to determine if stations have begun to accept
these new units.

Clearance and complaint practices are the formal
station mechanisms for communicating with, and addressing
the concerns of, advertisers and the public. Clearance
consists of the practices a station utilizes to determine
whether to accept an ad, such as having standards banning
or restricting certain types of ads, and prescreening
commercial copy for compliance with station policy,
community standards, and legal requirements.36 It is
based on FCC policy and decisions indicating that stations
must have a program for preventing deceptive ads from
airing. Clearance is important as it represents the
initial point of interaction between advertisers and
broadcasters. It is at this point where an ad or program
length commercial is accepted, altered, or refused, based
on formal or informal station advertising policies.

Complaint resolution is the existence of procedures

to deal with viewer, advertiser, interest and minority
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group complaints about ads after they air. It is assumed
that the more groups a station officially accepts
complaints from, the more formalized these practices are,
and the more a station is trying to keep abreast of public
concerns.

The formality of both clearance and complaint
practices is also measured using management's usual form
and method of communicating its policies to employees.
Written forms of communication (such as a station manual
including guidelines and policy statements) are assumed to
be more formal than informing subordinates of new policies
verbally.

Implications of the Study:

Television is being surveyed because it is the
primary media source for commercial information. For
example, 64 percent of respondents in a national survey
reported they were most likely to learn about products or
brands from television commercials,37 and in another
study, 84 percent regarded television commercials the most
influential type of advertising.38 Cable advertising is
not included as it only accounts for a small percentage of
spot and local advertising revenues. 39

The study seeks to incorporate knowledge from a

number of disciplines to more fully illuminate the
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advertising performance of commercial television stations.
It attempts to incorporate knowledge from the study of
mass media by economists and policy researchers, and from
the study of the sociology of organizations, to explain
and predict the performance of commercial television
stations using traditional explanatory variables from
each. Findings may suggest the wisdom of combining
theoretical areas in future research.

Implications of the Study for Industry:

The study is timely as broadcasters have had seven
years to adapt to the NAB Code's absence, five to adapt to
deregulation, and four to adapt to the relaxation of
deceptive advertising policies. The study may provide
useful suggestions for industry on dealing with
commercialization, clutter, clearance and complaint
practices because it is national in scope. For example,
managers in larger markets may provide insight and advice
on impending problems to their counterparts in smaller

markets.
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Implications of the Study for Mass Media Economic
Research:

No previous economic study was primarily concerned
with local station commercialization and clearance
practices. This study is apparently the first to examine
the commercialization, clutter, clearance and complaint
practices used by television stations nationwide at a time
when greater discretion in individual decision-making
exists. It is also the first to test if these practices
are used to manipulate commercial time attractiveness.

Previous research interpreted how economic theory
applies to broadcasting.4? The national commercial
television market was explained,41 and studies of conduct
including the level of programming diversity,42 the market
for theatrical movies,43 and the effect of divestiture of
network owned and operated stations would have on public
service programming performance,44 provided insight.

A few studies examined the relationship between a
local station's profitability and its performance in
public service programming.45 Studies also assessed how
competitive the local television news market is,4® how
stations set advertising rates,47 the effect of type of
ownership on advertising rates,48 and the possible effects

of deregulation.49
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The study extends economic knowledge by testing
whether the underlying television market structure varies
enough to result in conduct differences in advertising
practices. It may also suggest a more accurate method of
calculating Herfindahl-Hirschman Indexes. Previously,
shares from individual Arbitron ratings reports were
used. 50

Indexes used in this study were calculated from
shares in the Arbitron ADI Viewing Allocation Report,
which reflects the actual level of market concentration
more accurately, and utilizes the same diary data used in
the individual reports. The report is designed to help
users compare cable to non-cable household viewing
information. All home market stations, stations from
outside the market (or Area of Dominant Influence), cable
channels and superstations which achieve at least a .1
percent share®l are included, representing a more liberal
standard than found in the individual market reports.
This means that viewing is credited to more stations than

can be reported in the local reports.52
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Implications of the Study for Mass Media Policy
Research:

Policymakers can use study results to assess whether
commercial deregulation is in the public interest, and if
the marketplace effectively regulates advertising. For
example, policymakers may conclude that deregulation is
working if overall results indicate that broadcasters
increased commercial time only slightly. Large increases
might suggest that deregulation is appropriate only for
some markets but not others or that the industry should be
reregulated.

The study provides an "independent" assessment of
local station commercialization, as FCC or NAB staffers
conducted the others prior to deregulation.53 An
independent study examined network commercialization
practices.54 Other studies have examined the effect of
clutter on commercial effectiveness and viewer response to
it.55 But no study reported the amount of commercial time
and clutter on all types of stations in markets of
differing sizes throughout the country.

Advertising clearance is not widely studied, with
most articles centering on "post-hoc regulation" done by

"formal and informal self-regulatory bodies."56 only one
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study of FCC clearance policy was found, which noted that
stations should be more vigilant when reviewing spots they
conceived and produced.57

The proposed study thus represents the first attempt
to assess the nature of local television clearance and
complaint practices and how and why they differ. The goal
is to provide insight into these practices, suggest new
research areas, and provide a foundation for future
studies assessing the long-term effects of deregulation.

The study will also fill a gap by assessing
broadcasters' self-regulation. Few studies have evaluated
"the social performance of individual advertisers,
advertising agencies, media, and the television
networks,"58 and little information exists about local
self-regulatory practices.59

Policy research is also extended by evaluating both
standards and performance to reveal whether deregulation
and relaxation of policies is having its intended effect.
Standards and performance are evaluated first by
determining existing advertising policies and how much
staff time is devoted to them. Stations with and without
policies are also compared to determine if the existence
of a policy results in performance differences.

Comparisons are then made with the old guidelines to
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discover if stations are exercising the individual
discretion intended to provide them "with the flexibility
necessary to respond to the needs and demands of their
communities."60

Implications of the Study for Organizational
Research:

Ideally, by combining traditional research from the
mass media with organizational research, the study may
lead to collaborations across traditional theoretical
boundaries, resulting in more complete knowledge for all.
Therefore, this study represents one attempt to
incorporate, and hopefully encourage, interdisciplinary
research on the mass media.

The study extends organizational research into mass
media research by applying the theory of bureaucracy to
television stations to determine if organization size is a
predictor of advertising policy formality. Organization
size has long been a topic of interest in organizational
research. 61

The study suggests that organizational theory may be
used to conceptualize and measure station differences in
new ways. For example, larger and smaller stations differ
in the number and type of formal advertising policies.

Most stations may be expected to have policies in certain
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areas, like political advertising.62 But larger stations
may also have policies regarding specific advertising
techniques, such as bait and switch advertising.®3 The
theory of bureaucracy suggests that as organiZation size
increases, more types of tasks are carried out by more
specialized staffs.64

Thus, organizational theory provides a way of
explaining these, and perhaps other, differences at
television stations of various sizes. And the study also
utilizes a traditional measure of organization size and
demonstrates its usefulness for mass communication
researchers. Organization size may thus provide a way to
assess the formality of other broadcast policies in other
performance studies.
sSummary:

The last seven years have represented an era of
unprecedented change in broadcast regulation and self-
regulation. Guidelines which suggested how to meet public
interest considerations for commercialization, clutter,
clearance and complaint practices were eliminated.

Local broadcasters were given a great deal of
discretion in implementing advertising policies at their
stations, and may respond as they wish. Consequently, the

time has come to consider whether the commercial
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marketplace is capable of regulating itself, and whether
local broadcasters are capable of responsible voluntary
regulation of advertising.

The study introduces these four advertising
performance areas to mass media policy research to attempt
to answer this current public policy question. It
attempts to explain and provide measures for them, using a
number of theoretical approaches.

Perhaps the most important contribution of the study
is that it provides a foundation for examining advertising
practices used at commercial television stations
nationwide. The intent is to allow researchers to
evaluate whether the public is able to obtain accurate and
reasonable amounts of commercial information, both now and

in the future.
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CHAPTER I1I
LITERATURE REVIEW

This study attempts to incorporate perspectives from
a number of research areas to explain and predict
commercial television performance. Economic theory and
its application to the mass media is reviewed first to
illuminate the underlying characteristics of television
markets nationwide and what conduct may be expected. The
basis for FCC policy is established and policies regarding
commercialization, clutter, clearance and complaint
practices are explained and interpreted. Organizational
theory is then discussed to show how it can be used to
explain and predict differences in advertising practices.

Economic Theory:

The FCC deregulated television based on the assertion
that competitive market forces now regulate the television
industry.1 An analysis of television markets using
economic theory allows us to determine their level of
concentration and consider whether they are actually
competitive. It also suggests what conduct is expected in

TV markets and whether performance is "good."

26
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Indeed, the fundamental assumption in economic theory
is that "good" performance is what society wants.
Performance is good when a firm can produce enough of a
product at a fair price to satisfy consumers and earn a
fair profit as well. Performance is also considered good
if a company conducts research and incorporates
technological innovations into production in a timely
manner. Economists also look for a company to employ as
many people as possible and pay a fair wage. The
underlying ideal is that any outcome is fair to consumers,
workers and firms. Good performance implies maximum
satisfaction of all of these goals.2

Economists use the industrial organization paradigm
to assess performance. The paradigm states that market
structure predicts market conduct which predicts market
performance. There are four structural models (perfect
competition, monopolistic competition, oligopoly, and
monopoly) which yield predictions about firm market
behavior. "Actual markets are in fact located somewhere
between the polar extremes of perfect competition and
monopoly,"3 suggesting a continuum of market

concentration.
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Under perfect (or pure4) competition, there are many
buyers and sellers, producers' products are homogeneous,
and market entry is relatively easy. Since each firm's
market share is small and products are similar, none can
influence price significantly by increasing or reducing
output. Perfect competition is favorable to consumers
because prices are naturally kept close to actual producer
costs (or marginal cost), and the market dictates price
changes and production decisions.?>

At the other extreme, monopolies are characterized by
a single seller, a unique product, and high barriers to
market entry. These firms decide how many units to
produce and how much to charge for them. The result is
reduced output at higher prices to earn higher profits,
rather than producing more at a cost affordable to more
consumers. Goods are more expensive than under perfect
competition, so performance is not as good under
monopoly.6

Closer to pure competition, monopolistic competition
is characterized by many sellers who each sell a somewhat
differentiated product. Differentiation is defined as any
significant basis for distinguishing the goods or services
of one seller from another, such as convenience of the

seller's location to a group of consumers or creating
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differences in consumers' minds through advertising.7
Sellers compete by varying product quality, trying
different sales techniques, or developing creative
advertising campaigns, rather than by price. Performance
is not as good as under perfect competition, as the result
is "too many" firms producing "too many" similar products,
wasting society's resources.8

Both monopolistic and competitive elements are
present in monopolistic competition. For example, each
retailer is unique because of his store location,
reputation, and product line, etc. This monopolistic
aspect gives him some control over supply. Yet each
retailer competes with others having different
characteristics, reputations and locations. This is its
competitive aspect.9

Oligopoly, closer to monopoly, is characterized by a
few sellers who recognize their interdependence.
Oligopolists consider how their competitors may react when
making price and output decisions. Interdependence is
actual or perceived, resulting in coordination and
anticipation of the actions of competitors.10 However,
because oligopolists' fortunes are not independent, simply
being conscious of rivals and anticipating their moves

does not necessarily represent "tacit agreement."11
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Because oligopolists, like other firms, seek to
adjust their prices and products to maximize their
profits,12 the tendency is to consider both their direct
and indirect influence on price or product changes. For
example, if a seller assumes that his actions do not
affect his rivals, he only considers his direct influence
on price. But if he seeks to maximize profits, he must
consider how his actions affect his rivals, and then
ultimately himself again. He thus considers his total
influence on price or product.13

But these actions are complicated by different
selling and production costs, and by uncertainty.
Oligopolists have different costs because their products
"possess distinctive features and vary widely among
themselves in size and quality.“l4 Uncertainty arises
because a seller may not know how rivals may respond to a
price or product change, how sophisticated or "far-seeing"
they are, and ultimately how their responses will affect
his own fortunes. This last factor is aggravated by
imperfect knowledge about the extent of buyer preferences
for his product.15

Since oligopolists tend to cooperate, they avoid
price competition in favor of indirect competition through

disguised price cuts (i.e., improving product quality,
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providing free product-related services such as delivery)
and through non-price competition (by differentiating
products through advertising). Higher prices and profits
for all are generally maintained, because the "winner"
improves his market share for the short term, until the
"losers" counteract with new ad campaigns of their own.
Performance under oligopoly is not good because it often
results in a transfer of income from consumers to
producers, and a better opportunity to prevent entry of
new firms (i.e., due to high advertising costs).16

However, collusion is prohibited by the Sherman
Antitrust Act,l’ and becomes more difficult as the number
of firms increases, products become more heterogeneous, or
the more firm cost structures differ. It is also
difficult to achieve because by fixing prices, firms have
a natural temptation to cheat and temporarily increase
market share by selling below the agreed upon price.18

It is also difficult to tell when firms stop
"cooperating" and start "competing." For example,
monopoly ends and oligopoly begins when the number of
sellers increases from one to two, but it is hard to
specify when oligopoly becomes monopolistic competition--

at 5 firms or 10 firms? Generally, if the sellers are so
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few that each believes his profits are influenced by his
competitors actions then the market is considered an
oligopoly.19

Yet oligopolistic behavior is applicable to larger
groups of competitors, divided into subclasses. Products,
like clothing, often fall into distinct quality or price
classes, appealing to groups of consumers with differing
incomes or tastes. A seller often competes with just a
few class members, and avoids price competition since a
price cut forces his closest competitors to follow suit,
but not others.20

"Chain" linking of markets is another manifestation
of oligopolistic behavior in "large" groups. Gas
stations, for example, represent a market where each
seller is linked by location to his nearest competitors.
Degree of competition lessens with distance, and
subclassing is illogical as stations on the borders of
arbitrarily assigned areas compete more with competitors
on the adjoining border than others in their own "area."
So a price cut by one seller might influence his closest
competitors only, or force them to meet it and in turn
force others to do so indefinitely throughout the chain.
A single seller may ultimately bring about a group change,
making consideration of indirect influence a factor in

"chain" markets.?1l
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Economic Theory Applied to Commercial Television:

Television markets are oligopolies22 as a result of
FCC license allocation policies.23 Analysis of the
networks suggests the behavior expected in three station
markets. The networks may compete (or cooperate) by
manipulating certain factors to gain a competitive edge
(or achieve parity to limit it), including: the price of
advertising time; the number of minutes of commercials per
hour; the quality, type, and scheduling of programming
offered; and payments to affiliates. The networks are
evidently aware of their interdependence, manifested by
"the jockeying over the fall schedule and midseason
changes."24

The networks apparently cooperate in areas where
cheating is easily detected and responded to, such as the
price and quantity of advertising time, because the market
is well organized and informed. Agreeing on program
popularity and ratings25 is much more difficult, and
competitors cannot respond quickly; programming schedules
must be rearranged or new programs found to replace

canceled ones.26
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Before the NAB Code's demise, the networks scheduled
three minutes of commercial time per half hour of prime
time, enabling them to restrict the supply of time and the
range of competition.27 Evidence suggests they still do,
as all exceeded the old guideline a bit, with the number
one network selling slightly more time than the others.?28
The networks may survive other disruptions, such as
changes in relative market shares, because the underlying
market structure is unchanged.29 One might guess a
transition period followed deregulation and the Code's
demise, with equilibrium and cooperation eventually
reinstated.

Bates found that a station with higher ratings
attracts more advertisers and probably charges more for
commercial time.30 A few economic studies noted that
audience size, market size, market concentration, the
number of stations in a market, network affiliation,
broadcast band, market quality and the presence of cable
TV all affect station rates.3l Some of these same
variables, such as network affiliation, broadcast band,
audience size and the number of stations in a market, are
also used as proxies for profitability.32 Type of

ownership did not influence rates or profitability.33
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Commercialization was included as a dependent
variable in two studies. Prisuta suggested that market
profits and network affiliation account for a small amount
of variance in overcommercialization, with stations
increasing commercial time to take advantage of surplus
advertising revenue. 34 However, these results were not
replicated in a similar study by Litman.35

Profitability may also be an important influence on
station advertising practices. For example, profitable
stations can afford to reject some types of advertising
that less profitable stations must accept. Clearance may
represent a means of choosing between advertisers to
maintain subclass membership.

Large market stations, especially those in the top
50, evidently sell more of their commercial time inventory
to national or regional "spot" advertisers, while smaller
market stations sell more local ads.3® sSome differences
in clearance, complaint, commercialization, and clutter

may therefore be a function of station size and the

geographic focus of advertising it accepts.




Prior to deregulation the FCC instructed local
stations on how to meet community needs in policy
statements, guidelines and rules for meeting the public
interest. FCC enforcement of these practices served as a
sort of "countervailing power37" against the oligopolistic
tendencies it created in TV markets. Consideration of
economic theory in tandem with policy literature broadens
the basis for predicting how stations behave and perform,
based on past FCC expectations. It also allows a
comparison to study results to see if market forces truly
represent a new countervailing force replacing the FCC.

Background:

The Federal Communications Commission's mandate to
license and otherwise regulate broadcasters "as public
convenience, interest, or necessity requires" originated
in the Radio Act of 1927 and was retained in the
Communications Act of 1934.38 Congress amended the 1927
act to ensure that stations were located across the
country, thus establishing the localized nature of
broadcasting.39 From the beginning, television licenses
were allocated geographically so as many communities as

possible could have at least one TV station. 40
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Interpretation of localism according to the public
interest standard resulted in a principle of individual
decision-making by broadcasters. The individual licensee
is responsible for selecting and presenting broadcast
matter, and "fulfillment of the public interest requires
the free exercise of his independent judgment."41 As
applied to advertising, licensees must "take all
reasonable measures to eliminate deceptive advertising,"
and "avoid abuses with respect to the total amount of time
devoted to advertising continuity as well as with which
regular programs are interrupted for advertising
messages."42

The FCC also decided that ascertainment of community
programming needs was a principal ingredient of a
licensee's public interest obligation. The concept of
ascertainment originated in the 1960 En banc Programming
Inquiry, where it was first noted that licensees should
try to discover local broadcasting "tastes, needs and
desires,"43 presumably to enhance their individual
judgment. In 1961 the FCC rejected a license application
where no effort was made to ascertain local needs, and
which included the program schedule from other commonly-
owned stations instead.44 Ascertainment was later
expanded to include "commercial content and practices" as

well as programming.45
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Two Primers specified ascertainment methodology,
including the number of interviews to be made, the type of
leaders to contact, what survey methods might be utilized,
and how to report survey results.4® Licensees are no
longer required to follow these procedures, with the FCC
now focusing on how responsive programming is rather than
how a licensee arrives at programming decisions.

The FCC thus identified two major areas of
broadcaster concern regarding advertising:
commercialization and clearance. However, given
deregulation and the relaxation of relevant policies, the
meaning of "the free exercise of independent judgment,"
and what constitutes "reasonable measures" regarding
deceptive advertising and "abuses" of commercial time
might vary significantly. And licensees may not consult
community members on advertising concerns as readily since
ascertainment methodology has been relaxed.

Commercialization and Clutter:

The FCC has maintained that commercialization is an
important element in judging a licensee's overall program
performance.47 Yet it has repeatedly declined to
promulgate commercial time rules.

In 1928, the Federal Radio Commission said that while

advertising was necessary to support broadcasting, 48
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"stations are not given these great privileges...for
the primary benefit of advertisers. Such benefit as
is derived by advertisers must be incidental and
entirely secondary to the interest of the public."

It implied a commitment to this principle by requesting
information about time sales in license applications from
the beginning.49 And commercialization was a factor in
license actions as early as 1928.50

Yet this strong language was not translated into
meaningful action. Congress was evidently dissatisfied
with the FRC's efforts, because in 1932 the Senate passed
a resolution instructing it to survey and report on
overcommercialization practices, including what plans
might be adopted to limit advertising.51 But no
commercial limits resulted.

In 1946 the FCC again stated its concern with
overcommercialization, defining it to include the amount
of time devoted to advertising, the length of individual
commercials, the number of commercials in a break, and the
amount of programming time between spots. Yet it again
seemed reluctant to take decisive action itself:52

"There is need, however, for a thorough review by the
industry itself of current advertising practices,

with a view towards the establishment and enforcement
of sound standards by the industry itself."
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It also noted that it considered the elimination of
commercial advertising excesses a factor in determining
whether a licensee's proposed program service was in the
public interest when issuing and renewing licenses.53

In 1961 the FCC instructed its Broadcast Bureau to
submit applications proposing more than 12 minutes of
commercials per hour to the Commission for
consideration. >4 Rulemaking resulted from the many
applications with commercialization problems, supported by
public complaints. The FCC lamented the failure of self-
regulatory solutions but at the same time noted it
preferred industry rather than FCC resolution.55

It did not adopt rules because of congressional and
industry opposition,s6 deciding to review
commercialization in the overall evaluation of station
performance on a case-by-case basis instead. It
emphasized that ascertainment must include commercial
content and practices.57

In the late 1960's and early 1970's the FCC began to
note that some broadcasters were "subordinating
programming performance in the interest of the public to
programming in the interest of salability" by airing
program length commercials.®® Minor fines and admonitions

were leveled to deter the practice.59 The FCC finally



41

banned program length commercials in 1973,60 and
reiterated its commitment to eliminating them in 1974.61

Broadcast Bureau delegations regarding commercial
time were revised in 1973 to reflect industry standards.®2
Applications proposing more than 16 minutes of commercial
matter per hour would be forwarded to the Commission for
review,®3 a change that implicitly approved increasing
commercial time from 12 to 16 minutes per hour. In 1981
the FCC again refused to institute a time rule due to
declining viewer complaints and recent First Amendment
protection afforded commercial speech.64 The FCC
therefore has illuminated the principle it wants licensees
to adhere to, but has taken no meaningful action to ensure
compliance, expressing a desire for the industry to do so.

A few studies examined commercial practices. 1In
1973, departing FCC Commissioner Nicholas Johnson prepared
a report assessing the program performance of network
affiliates in the top 50 markets, including
commercialization. Despite his contrary opinions, his
analysis suggested that stations rarely exceeded the 16
minute guideline.65

Further analysis of this data demonstrates that one
third of stations violated the guideline at least once,

with violators equally distributed among the networks. 1In
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a fourth of the markets, two or more affiliates exceeded
16 minutes at least once,66 supporting the notion of
cooperation in oligopolies.

An FCC staff study found 99.67 percent of all
broadcast hours within guidelines. Affiliates aired more
commercial time than independents, averaging just under 11
minutes per hour.®7 Aan NAB study found 99.84 percent of
broadcast hours were within guidelines, with affiliates
averaging 10.4 commercial minutes per hour and
independents 9.6.%8 These results suggest that more
profitable stations (e.g., network affiliates) sell more
time. Another NAB study found children's programs
contained about 8 1/2 minutes of commercial time and about
13 minutes of non-program time. 69

Questions may be raised about these studies.
Reporting statistical averages may hide
overcommercialization practices.7° A study of network
affiliates in New York City provides support, as all three
averaged 13.5 minutes of non-program material during prime
time, when only 9.5 minutes is allowed.’l

Most of the data for the FCC and NAB studies were
collected prior to the code's demise. The FCC sample only

included 60 stations from 3 southern states, while the NAB
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study included only VHF stations. Neither was national in
scope nor encompassing different types of stations, and
findings are dated.

Most stations have policies regarding time units
(i.e., whether or not they accept 15 second spots or
program length commercials), the number of commercial
breaks per hour, the number of commercials per break, the
number of commercial minutes per hour, product protection
(i.e., guaranteeing a certain time will elapse between
competing advertisements), and product acceptance (i.e.,
banned product categories such as contraceptive ads).72 A
recent study suggests stations are less concerned with
product protection and time standards, especially less
profitable ones.’3

Clutter research supports the notion that the more
ads there are, the less attractive commercial time is to
advertisers. As the amount of non-program material
increases there is a consistent decrease in commercial
effectiveness (i.e., correctly recalling the ad itself or
the sponsor's brand name). Since viewers only recall
about four commercials at any one time, the more ads there
are in a break, the lower the probability that any one
will be remembered.’4 Another study provides support,

finding that as television became more cluttered due to
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the shift from sixty to thirty second spots, correct brand
identification declined.’® Research also suggests that
15-second spots are less effective than 30's, especially
when included in the same break.’®

Viewers learn when to expect breaks and thus avoid
commercials.’’ They also notice when the number of spots
in a break is increased, especially VCR owners, cable
subscribers, and viewers between 18 and 34. Viewers
believe the extra commercial time is taken away from
programming, blame advertisers for it, and as a result
become more negative toward ads.’8

Studies about the environment that ads appear in
(e.g., which program, its type, and how popular it is)
suggest an increase in the number of commercials leaves
viewer interest in a program unchanged.79 Researchers
disagree as to whether commercials interrupting
interesting programs are less effective,89 or more
effective, especially if the commercial itself is
interesting.81 However, a number of studies found that
program type or environment affects commercial
effectiveness.82 And a quality image or environment is
important to advertisers, as they apparently pay extra to

be associated with the number one network.83
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Advertising Clearance and Complaint Practices:

The history of an expressed principle accompanied by
inaction is also found in FCC policy regarding deceptive
advertising. As early as 1939 the FCC noted84

",...certainly stations should carefully investigate...
enterprises to which they are requested to lend their
facilities..."

especially those the broadcaster knew to be of
questionable character. Specifically,85

"It is enough that advertising continuity of such
character be offered a station to cause it to
carefully scrutinize the same, as well as to
thoroughly investigate the particular scheme to be
presented."

The FCC originally attempted to regulate advertising
content and noted techniques to avoid, including appeals
based on patriotic feelings during times of war;
"physiological" commercials regarding ailments, body odor,
and "sluggish bile"; propaganda in commercials (e.g.,
commercials advocating a point of view on an issue rather
than a product or service); and the intermixture of
programming and advertising, which made it difficult for
listeners to know when the program ends and ﬁhe ad
begins.86
Although the FCC later relinquished responsibility

for content regulation to the Federal Trade Commission, it

retained some control. It addressed the intermixture of
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programming and advertising in the ban of program length
commercials, 8’ and addressed issue ads advocating a point
of view in the fairness doctrine, which required fair
presentation of both sides of a controversial issue.88
According to the FCC/FTC liaison, the FTC was to
determine whether advertisements were deceptive,89 and the
FCC would:20
", ..continue to take into account pertinent
considerations in this area in determining whether
broadcast applications for license or renewal of
license shall be granted or denied and in the
discharge of other statutory responsibilities."
In other words, deceptive advertising complaints were to
be handled by the FCC only if they involved local
matters.91
The FCC noted, however, that licensees did have
obligations regarding deceptive advertising:92
“Broadcasting licensees must assume responsibility
for all material which is broadcast through their
facilities. This includes all programs and
advertising material which they present to the
public. With respect to advertising material, the
licensee has the additional responsibility to take
all reasonable measures to eliminate any false,
misleading, or deceptive matter...This duty is
personal to the licensee and may not be delegated."93
The FCC explained in 1961 that clearance
responsibilities included not only reviewing copy, but
taking reasonable steps to assure every prospective

advertiser's "reliability and reputation" and "ability to
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fulfill promises made to the public over the licensed
facilities, "94 especially those of "questionable
character."9> Licensees must also familiarize themselves
with the charges when an ad is the subject of an FTC
complaint, and "responsibly" determine whether to continue
broadcasting the ad.%6

The FCC's "reasonable diligence" standard requires
licensees to keep abreast of FTC policy on deceptive
advertising and other "obvious areas of concern," such as
the reliability of local advertisers. When a manager had
grounds for doubt or a significant complaint, he should
call for substantiation of any factual claim.27 The FccC
also expects larger and more profitable stations to make a
"correspondingly greater effort" in this area, although
all stations must have at least one staffer responsible
for clearance.?8

In 1973 the FCC instructed its Broadcast Bureau to
submit for review license applications or renewals which
were the subject of a final FTC cease and desist or
consent order during the three-year period preceding the
application.99 But review by the Commission did not

guarantee action.
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The FCC paid special attention to clearance practices
when a station prepared copy itself, or advertised itself,
expecting more diligence when licensees directly examine
and/or prepare ad claims. It also acted when a station
neglects to implement adequate clearance practices.lo0

In 1985 the FCC eliminated "unnecessary" broadcast
regulations. As a result, stations are no longer required
to have a deceptive advertising program, to exercise
particular care when deciding whether to accept
advertising which is the subject of an unadjudicated
Federal Trade Commission complaint, or to review the
reliability of every prospective advertiser.101
Violations of the deceptive advertising policy are now
considered in character proceedings, where the FCC focuses
on determining "truthfulness" and "reliability" by
considering whether the licensee violated the FCC Act, or
FCC rules or policies.loz It also considers "fraudulent
statements to government agencies, certain criminal
convictions, and violations of broadcast related anti-
competitive and antitrust statutes."103

The FCC determines the weight to give to misconduct
by considering its willfulness, frequency and recency. It
also considers how serious the infraction was, the nature

of the manager and owner involvement, and efforts made to
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remedy the situation. An applicant's record of compliance
with FCC rules and policies is normally considered as
well.104

Only a knowing presentation of a deceptive ad is
included in a character qualifications matter. The
licensee must either knowingly create a deceptive ad, or
knowingly broadcast one which is the subject of a final
FTC action. Or if licensee actions involving deceptive
advertising result in an adjudicated violation similar to
those discussed in relevant non-FCC misconduct, then the
behavior may be considered.105

The FCC has thus taken the approach that the licensee
must be proven guilty before any action is taken. This
represents an implicit decision to ignore questionable
advertising practices until the FTC or another government
body finds them illegal, or they become so offensive that
the public, advertising industry or competitors complain
in such great numbers that they cannot be ignored. Such
practices may therefore develop and go unregulated for
years until legal proceedings are finalized. This is in
direct contradiction to an FCC principle expressed in

1951:



50

"It is well known that once certain practices
develop, it is exceedingly difficult in applying
corrective measures to restore the situation
to the same healthy conditions that would
have prevailed had not the restrictive
conditions been permitted to arise at all.n106
The deceptive advertising policy was relaxed without

hearings because notice and comment is not required when
general statements of policy are eliminated.l97 The Fcc
therefore eliminated it without apparently discerning
whether stations were actually complying with it, or if it
was truly burdensome.

It is also unclear why the FCC decided it was
burdensome for stations to have at least one person
familiar with deceptive advertising policy. As many
stations check into an advertiser's ability to pay, a
brief background check does not seem burdensome either.
Stations probably ask for substantiation of an ad when a
"significant complaint" exists anyway simply to placate
feuding advertisers. Keeping such requirements "on the
books" only makes it easier for the FCC to identify
violators, rather than imposing burdens.

Also consider that the former FCC deceptive
advertising policies were "narrow in scope."108 Yet the
FCC narrowed the scope of character qualifications (the

area in which deceptive advertising is now considered)

because they were "overly broad," and to make the process
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more "equitable and efficient.n109 By explaining the
types of infractions it considers in character
qualifications, the FCC treats licensees consistently,
eliminating different findings in cases with similar
facts. Additionally, narrowing reduces the amount of time
and resources spent in examining such questions.110

One must wonder why the FCC chose to take the
"narrow" approach in the deceptive advertising area and
replace it with the "narrow" approach in character
qualifications. Retaining at least some guidance as to
what the FCC considers "reasonable measures" appears to
accomplish the same efficiency goals, and maintain
consistency in the FCC's regulatory approach.

Most stations apparently have mechanisms for handling
"deceptive advertising." The sales and traffic department
handle clearance and advertiser complaints, and the
traffic manager is responsible for monitoring advertising
content. The General Sales Manager oversees traffic, and
the station General Manager makes the final decision on
problem ads.111

Most stations have policies for political
advertising, product and copy acceptability, issue
advertising, product protection (i.e., separating

competing ads), and time standards.112 Larger stations
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may have policies for mail and direct selling accounts
(i.e., buying products by calling an "800" number), bait
and switch advertising, contests and games,
demonstrations, medical products, free offers and
guarantees.113

Stations might investigate advertisers by consulting
the Better Business Bureau, reviewing its Code of
Advertising or its National Advertising Division's Case
Reports on national advertisers. The NAB and the networks
can also provide advice.114 Larger stations may also
contact advertisers or visit a store.l15

Stations might review ads by perusing scripts,
storyboards, a product sample or a label or package
insert, before and/or after production. Claim
substantiation or authentication of demonstrations or
testimonials could be requested as well.116

Commercials may be challenged by competing
advertisers, who must present supporting data. Outside
technical expertise may be called in, and ads withdrawn
only if the complaint is found valid. Viewer complaints
may also be investigated, and ads possibly discontinued

until complaints are resolved. 117
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Fairness Doctrine:

The relaxation of the FCC's deceptive advertising
policy becomes more ominous when one considers that the
Fairness Doctrine no longer exists.118 1icensees have
more discretion in deciding whether or not to accept
controversial issue ads for broadcast, and could
conceivably accept one without conducting a background
check or selling time to an opposing camp.

Ironically, another major concern was expressed by
the FCC in 1946. It noted that the public interest
required that "ample play for the free and fair
competition of opposing views" was necessary "to all
discussions of issues of importance to the public,"119 and
supposed:lzo

"If time is also...to be sold for the presentation of

a point of view, what precautions are necessary to

insure that the most time shall not gravitate to the

side prepared to spend the most money?"
None, evidently.

At first, the FCC did not consider licensee
editorializing to be a proper part of the discussion of
public issues, 121 put later changed its position.122
Broadcasters were to adequately cover issues, reflect
opposing views and pay for coverage if sponsors were

unavailable.123 Editorializing was eventually recognized

as a major component of meeting the public interest.124
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The FCC explained in the 1964 Fairness Report how to
decide whether to afford a reasonable opportunity for
presenting alternate views on controversial issues. A
licensee must make a reasonable judgment in good faith
based on the situation, and may decide whether the issue
is truly controversial, what viewpoints to present, the
format, and spokespersons to present them.125 The Supreme
Court upheld the doctrine's constitutionality in 1969.126

The FCC adopted the Zapple rule in 1970, which
requires a licensee to sell time to supporters of opposing
candidates during a campaign when it sells time to one
camp. However, it does not require that free time be
given to respond to paid ads.127

The 1974 Fairness Report provided guidance on how to
determine if an issue constituted a matter of public
controversy. Considerations included the level of public
debate, whether and how much the issue appeared in the
local news media, and the existence of an election
question on the matter.128 Broadcasters had broad
discretion in deciding how much time to devote to an issue
and how to present it.

In 1984 the Supreme Court declined to reconsider the
fairness doctrine "without some signal from Congress or

the FCC that technological developments have advanced so
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far that some revision of the system of broadcast
regulation may be required."l22 The FCC responded in 1985
that the scarcity rationale for broadcast regulation was
invalid as the explosive growth of information sources
gave the public access to numerous viewpoints, making the
fairness doctrine obsolete. However, it declined to act,
asserting that Congress and the courts should do so.130

The fairness doctrine's demise was the result of an
FCC decision that the Meredith Corp. station, WTVH in
Syracuse, New York, violated the doctrine by broadcasting
ads favoring the construction of a local nuclear power
plant without presenting opposing points of view.131
Meredith appealed to the U. S. Court of Appeals, D. C.
Circuit, arguing that the FCC did not adequately consider
the petitioner's arguments regarding the Fairness
Doctrine's constitutionality. The Court agreed and
remanded the case for that purpose.132

After much prodding, the FCC considered alternative
courses of action,133 and finally decided the fairness
doctrine violated broadcasters' First Amendment rights and
no longer served the public interest. It reiterated that
the scarcity rationale was outmoded and that the same
First Amendment principles should be applied to both the

print and electronic media.l34



56

Organizational Theory:

The review of mass media economic and policy
literature suggests the behavior and performance to expect
of commercial television stations, as manifested in
advertising practices. Adding organizational theory to
this analysis illuminates how the nature of the
organization itself alters these predictions.

An organization constitutes "two or more people
working together to achieve a common goal."135 "The
defining criterion...is the existence of procedures for
mobilizing and coordinating the efforts of various,
usually specialized, subgroups in the pursuit of joint
objectives."136

Bureaucracy refers to an organization's
administrative component, which is responsible to top
management for coordinating and executing policy and
administrating funds.137 Bureaucrats are "the members of
management who stand between top policy makers and
workers."138 sales and traffic managers in television
stations fit this category, as the sales manager insures
organization policy regarding advertising is carried out,

and the traffic manager reviews advertising content.
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In bureaucracies, a specialized and expert
administrative staff maintains the organization and its
lines of communication. Organizational duties are
partitioned among employees in positions that are
organized into a hierarchical authority structure. Rules
and regulations guide their decisions and actions.139

Size is the most important cause of bureaucracy. As
organization size increases, more types of tasks are
carried out by more specialized staffs. Communication is
more difficultl40 since direct access to the top manager
is limited by the time she devotes to her job duties and
her knowledge of the organization's functions. Delegation
of tasks to an intermediary becomes necessary,141 and a
system of official rules is implemented to standardize
operations and restrict direct supervision to unusual
situations.142

Larger organizations probably use formal rules,
including detailed descriptions of job duties, or keeping
written records of work performance. Control by rules
seems more efficient and less costly for larger
organizations, because job routinization makes it easier
to supervise more employees, especially when supervisors
and subordinates are separated by several hierarchical

levels. 143
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Smaller organizations probably use surveillance, such
as closely supervising employees or inspecting the quality
of work. Surveillance requires personal observation and
contact between supervisors and employees, and seems more
efficient and less costly for smaller organizations where
both often work side by side.144

Organizational charts show that clearance and
complaint formality may vary by station size. Large
market stations employ more people than smaller ones,145
and station policy and communication formats vary.
Stations reported codifying policies in a manual, having
mostly written policies, using mostly memoranda, using the
last NAB Code, or conveying policies verbally.146 Written
policies may be rules of varying formality and verbal
conveyance, surveillance.

Staff policies are communicated either through
existence made known, staff discussion, staff encouraged
to read and staff required to read.147 Existence made
known and staff discussion (less to more formal
surveillance) is probably found in smaller markets and
staff encouraged and required to read (less to more formal
rules) is found in larger markets. Therefore the larger
the station, the more traffic and sales employees there
are, the more people involved in clearance and complaint

practices, and the more formal the policies.



The literature review suggests that changes in
advertising practices utilized by commercial television
stations nationwide may have occurred. Economic theory
suggests that stations may fall into different classes and
exhibit different conduct. Given the FCC's elimination or
relaxation of all of its important policies regarding
advertising, licensees now have broad discretion on how
much commercial time to schedule, what ads to accept, and
what clearance and complaint practices to utilize. Market
forces may now be more decisive than in the past in
determining these behaviors.

Commercialization and clutter may have increased as a
result of deregulation. Stations occasionally violated
FCC and NAB guidelines before deregulation, so they may be
more likely to do so now. It also appears that clearance
and complaint practices may vary in formality because of
deregulation and the demise of the NAB TV Code. But these
are merely plausible outcomes that require empirical
research to substantiate.

Organizational theory also suggests that differences
in the type and number of advertising policies, and in how
those policies are communicated, may be expected based on

organization size. Advertising policies may have changed
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over the past few years, since managers may now feel free
to adapt policies to their individual stations whose needs
and constraints may vary because of organization size.

Television now stands at a point where sweeping
changes may occur in the practices licensees utilize. The
events of the past decade represent a complete turnaround
of FCC policies existing since regulation was instituted.
And some policy changes occurred without any independent
examination of whether and how well licensees complied
with them. It seems prudent to examine them now to
attempt to evaluate station performance before it becomes
too difficult to eliminate any negative effects which may
result.

The conclusion from the literature review is that the
amount and content of commercial information available to
consumers may be changing. But how might these changes be
expected to occur? A proposed theory of how stations

utilize these practices will now be presented.
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68

62
94 FCC 2d 678 at 684-5.

, 43 FCC 24 638 (1973).; and

63During periods of high demand for political
advertising, up to 20 minutes of commercials in 10 percent
or less of a station's total weekly hours of operation was
allowed. See 43 FCC 2d 638 at 640.

64commercialization on TV Stations, 49 RR 2d 391
(1981).

6542 FCC 2d 3 at 25-30.
661pid.

6794 Fcc 24 678 at 699, 715-7.

6813 ;n ugtge; of tne Revis ;gn of Ergg:gmm;ng ggg
mercialization Pol s sce men e

am Lo irements for r 's'
Stations, 98 FCC 24 1076 at 1103 (1984). From Erwin G.
Krasnow, Barry D. Umansky and William E. Kennard, Comments

of the National Association of Broadcasters, MM Docket No.
83-670, 21 November 1983, p. 4.

69gdqward E. Cohen, '

(Washington, D.C.: National
Association of Broadcasters), p. 1.

7098 Fcc 24 1076 at 1132.

71Mjchael L. Ray and Peter H. Webb, Advertising
ivenes n a Crowd visio nviro -
No. 78-113 (Cambridge, Mass.: Marketing Science Institute,
September 1978), p. 5-7.



69

72wjlliam E. McCavitt and Peter K. Pringle,

Electronic Media Management (Boston: Focal Press, 1986),
p. 154.

73Bruce A. Linton, "Self-Regulation in Broadcasting

Revisited," Journalism Quarterly 64 (Summer-Autumn 1987),
p. 487.

74peter H. Webb and Michael L. Ray, "Effects of TV

Clutter," Journal of Advertising Research 19 (June 1979),
p. 9-11.

751e0 Bogart and Charles Lehman, "The Case of the 30-

Second Commercial," Journal of Advertising Research 23
(February/March 1983), p. 15.

76Marvin S. Mord and Edith Gilson, "Shorter Units:
Risk- Responsibility-Reward," Jo

Research 25 (August/September 1985), p. 11.
77Michael L. Ray and Peter H. Webb, Experimental

vi - - (Cambridge,
Mass.: Marketing Science Institute, April 1976), p. 43.

78Mord and Gilson, p. 11-3, 19.
791pida., p. 11.

8°Gary F. Soldow and Victor Principe, "Response to
Commercials as a Function of Program Content," Journal of
Advertising Research 21 (April 1981), p. 65.

8lyerbert E. Krugman, "Television Program Interest

and Commercial Interruption," Journal of Advertising
Research 23 (February/March 1983), p. 23.



70

82G. A. steiner, The People Look at Television (New
York: Knopf, 1963).; "Video Scope: Evaluation of
Television Advertising," Printers Ink 289 (1964), p. 40.;
J. R. Kennedy, "How Program Environment Affects TV
Commercials," Journal of Advertising Research 11 (1971),
p. 33-8.; and John H. Murphy, Isabella C. M. Cunningham
and Gary B. Wilcox, "The Impact of Program Environment on
Recall of Humorous Television Commercials," Journal of

Advertising 8 (Spring 1979), p. 21.
83Litman, "Program Diversity," p. 397.
84In the Matter of KMPC, The Station of the Stars,

Inc. 6 FCC 729 at 730 (1939). Refers to following quote
in the text.

851bid. Refers to following quote in the text.
86p1ue Book, p. 45-7.

8739 Fcc 24 1062.

88gyracuse Peace Council v. WIVH, 99 FCC 2d 1389 at
1398-1401 (1984).



71
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culminating in FTC v. Raladam Co., 283 U. S. 643 (1931),
in which the Supreme Court held that the FTC must find
that competition, not just consumers, were injured by a
deceptive ad. The FTC's authority over deceptive
advertising was confirmed with the passage of the Wheeler-
Lea Act, 52 Stat. 111 (1938). It broadened the FTC's
jurisdiction to include "unfair and deceptive acts in
commerce," as well as "unfair methods of competition."
Basically, in determining if an advertisement is
deceptive, it must be determined whether the ad accurately
describes the product and whether the consumer is likely
to be mislead. The net impression which the advertisement
makes is important and an ad which has the capacity to
deceive the public, even though its facts are completely
true, may be found deceptive. This capacity to deceive
standard was established in Charles of the Ritz v. FTC 143
F.2d 676 (2nd Cir., 1944). Proof of a false advertising
charge involves four questions. First, the audience of
the commercial and/or their level of intelligence is
considered. For example, an ad intended for children
would be considered differently than one aimed at a well-
educated target market. The FTC considers both the
intended and unintended audience of the ad. Second, what
the advertiser promised in the ad must be determined,
including what the consumer actually understood it to
mean. Literal truth is not a defense because the ad is
viewed as a whole and is judged by the general, overall
impression it creates. The third question, truth,
incorporates a consideration of audience and promise. The
issue here is whether the promise of the ad as
comprehended by the audience is actually true or false and
the basic question is whether the product or service
performs as claimed. The final question to be determined
is whether the deception is capable of affecting a
purchase decision, called materiality. See Glen O.
Robinson, Ernest Gellhorn and Harold H. Bruff, The
Administrative Process (St. Paul, Minn.: West, 1982), p.
432-84, for an explanation of deceptive advertising. See
also Donald M. Gillmor and Jerome A. Barron, Mass

Communication Law 4th Ed. (St. Paul, Minn.: West, 1984),
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CHAPTER III
PROPOSED THEORY AND HYPOTHESES

The literature reviewed in the previous chapter
pointed out various strains of research that converge to
explain and predict conduct in commercial television
markets. Specifically, degree of market concentration and
organization size may influence that conduct. These
markets are oligopolies, where stations cooperate or
compete to reap the highest profits for all. Again, the
price of advertising time and the number of commercial
minutes per hour are two factors which may be manipulated
to make a station's commercial time more or less
attractive to advertisers. Clutter and clearance and
complaint practices may also be manipulated for this
purpose.

Therefore, local stations within a market may be
expected to sell similar amounts of commercial time,
schedule about the same number of breaks per hour, and run
about the same number of consecutive announcements.
Differences in the price of air time would thus be

restricted to program popularity (or program ratings).

78
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Stations offering popular programming could charge higher
rates than those offering unpopular programming.

Stations within a market might also decline to accept
certain kinds of advertising, say for contraceptives, to
make their commercial breaks similar in terms of content.
Advertisers could feel confident that their ads would not
appear next to "questionable" ones. Presumably, they seek
out highly rated programs on stations restricting the
amount of commercial time and clutter, and banning
questionable advertising, to ensure that their ads run in
a quality environment. And stations interested in
maintaining the quality of this environment will be
responsive to complaints.

The review of organizational literature pointed out
that differences in advertising policies may also be due
to station size. Size may be a predictor of policy
formality, how many different types of standards a station
has, and the number of groups a station will officially
respond to complaints from.

The review of mass media economic research suggests
that other variables besides market concentration and
organization size also may affect the quality of a
station's air time and hence the rates charged

advertisers, including:
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a) station profitability (traditionally measured
using network affiliation, broadcast band and
net weekly circulation),

b) audience size or program quality (measured by a
station's ranking in its market during a period
when stations choose and schedule their own
programming and advertising),

c) the presence of substitutes (measured as the
penetration of cable television and VCR's in a
market), and

d) market quality (or the buying power of the
average viewer).

These variables have traditionally been used as predictor
variables in studies assessing various aspects of station
performance.

The type of advertising a station favors might also
affect decisions about the quality of a station's air
time. Large market stations sell more of their commercial
time to spot advertisers, so it is included as a predictor
variable to see if it explains any differences in
advertising policies.

The review of mass media policy literature provides
further illumination of what might affect decisions about
the quality of a station's air time. The FCC formerly
expected larger and more profitable stations to make a

correspondingly greater effort to restrict deceptive

advertising (clearance). It also noted that it was
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deregulating television to encourage individual decision-
making. So, larger and more profitable stations may be
expected to have more policies "on the books" before
deregulation, thus accounting for some differences. And,
because more profitable stations as a whole tended to
schedule more commercial time before deregulation, they
might also be expected to do so after.

By considering the precedents from both economics and
policy research, station profitability appears to be an
important predictor of advertising policy differences.
Economic theory helps to illuminate this further by
suggesting that more and less profitable stations may be
considered different "classes," with each having distinct
price and quality differences. Stations with more popular
programs can charge higher rates, and turn down
questionable advertisements that less profitable stations
cannot. Thus, differences in advertising policies may
also be a result of how profitable a station is.

Consequently, the primary independent variables of
interest were market structure or concentration,
organization size, and station profitability. Their
influence on the dependent variables, advertising
commercialization, clutter, clearance and complaint

practices, is the focus of interest.
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However, other variables noted above that have
traditionally been used for assessing other types of
performance were also included in the study. The study
sought to test whether precedents from other performance
studies could be extended to examine advertising
performance. These other predictors of advertising
policies include the quality of a station's programming or
a station's overall ranking in its home market, the type
of advertising, the availability of substitutes, market
quality, and the price of advertising time or rates.
Finally, stations were asked to indicate whether or not
they formerly subscribed to the NAB TV Code to see if
previous commitment to a self-regulatory organization
represents a greater commitment to the public interest.

The Attractiveness of Advertising and Viewing
Environments

The underlying assumption is that all of these
predictor variables combine in a unique fashion in each
market, and at each station within each market, to affect
the relative attractiveness of a station's airtime to
viewers and advertisers. The result is that the
individual combination of the dependent variables,
commercialization, clutter, clearance and complaint
practices, are the manifestations of that attractiveness.

Being able to predict the relative attractiveness of a
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station's airtime may help to identify markets and
stations that exhibit "good" or "bad" advertising
performance. It also helps to explain why performance
varies and suggests how to take steps to improve
performance, if necessary.

It is assumed that station managers consider
(consciously or unconsciously) all of these predictor
variables and how they interact to decide how much
commercial time to schedule, how cluttered their breaks
will be, which ads to accept and decline, and which
complaints to respond to. Their decisions are assumed to
affect how attractive their air time is to both viewers
and advertisers. Advertisers like to be associated with a
quality environment, and viewers resent it when time is
taken away from programs and given to advertising. Thus, a
manager must consider the effect such changes will have on
the popularity of his broadcast fare.

It is assumed that local stations strive to develop a
quality image to make their commercial time attractive to
advertisers.l Commercial time is therefore the "product"
a station sells,? and a station manipulates a number of

variables to make its broadcast fare more attractive to
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viewers to increase ratings, and ultimately attract more
advertisers. It is in that way that the viewing and
advertising environments are interrelated.

The viewing environment describes the way these
manipulated variables are perceived from the viewer's
perspective. Although the variables in the viewing and
advertising environments are similar, they are not exactly
the same. The viewing environment is how attractive a
station's broadcast fare is to viewers. If a station's
programming is not acceptable a viewer might turn to a
substitute form of entertainment, such as a cable channel
or a newspaper. If he perceives too much commercial time
is being taken away from programming, and breaks have too
many ads in them, this might also cause him to switch. 1If
a station airs a number of offensive ads and fails to
respond to his complaints, he may again turn to a
substitute form of entertainment. The viewing environment
is therefore the product a station "sells" to viewers.

The attractiveness of a station's viewing environment

is expressed as follows:
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f(Xx ,Xx,c¢c,c,o0, 0)
1 2 1 2 1 2

The attractiveness of a station's viewing
environment to viewers.

The quality of a station's programming (measured
by market ranking).

The availability of entertainment substitutes
(Cable, VCR's, newspapers, radio. etc.).

The perceived amount of commercial time aired on
the station.

The perceived amount of clutter.

The perceived amount of offensive advertising
(formality of clearance practices).

The perceived responsiveness of the station to

viewer and community concerns (the formality
of complaint practices).

A station increases the attractiveness of its viewing

environment by improving program quality (X1), decreasing

the amount of commercial time (Cl) and/or clutter (C2),

and/or increasing the formality of clearance (0l1) and/or

complaint (02) practices.

When a station improves the quality of its

programming, it can expect to increase its audience, and

therefore attract more advertisers.
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When a station decreases the amount of commercial
time and clutter, it becomes more attractive to both
advertisers and viewers, as advertisers believe that their
ads have a better chance of being recalled, and viewers
perceive that less time is taken away from programming.

When a station increases the formality of its
clearance practices, it becomes more attractive to viewers
because they perceive that the station airs less
"offensive" advertising, and to advertisers because they
believe that their ads will not air among others perceived
as "offensive" by viewers.

When a station increases the formality of complaint
practices, it becomes more attractive to viewers and
advertisers because both perceive it as being sensitive
and responsive to their concerns.

In other words, when a station improves the
attractiveness of its viewing environment, it can expect
to increase its audience. And when it increases its
audience, it can expect to improve the attractiveness of
its advertising environment. The assumption is that as
the attractiveness of the viewing environment increases,
the attractiveness of the advertising environment
increases. The expectation is that the attractiveness of
the viewing and advertising environments is positively

related.
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Therefore, the advertising environment is considered
to be the "advertiser" counterpart to the viewing
environment, and describes how the independent and control
variables are perceived by the advertiser. The advertiser
wants to obtain the greatest reach for each dollar spent,
so audience size is important to him. (He also likes to
be associated with the number one station in a market,
because of the "prestige" image it conveys to viewers.)

If the size and cost efficiency comparison is not cost
effective, he may switch to a substitute form of
advertising (rather than entertainment). If there is too
much commercial time aired on a station, and its breaks
are cluttered, the station's airtime is less attractive
because his commercial has a poorer chance of being
recalled. If a station airs offensive ads, he may be
concerned about the environment his ads appear in, and how
that environment affects viewer perceptions of his
product. These problems may all be exacerbated if the
station is unwilling or unable to respond to his concerns.
Commercial time is therefore the "product" a station sells
to advertisers, and the attractiveness of a station's

advertising environment is expressed as follows:



The attractiveness of a station's advertising
environment to advertisers.

The size of the station's audience at any given
time (or market ranking).

The availability of advertising substitutes
(cable, newspapers, radio. etc.).

The amount of commercial time scheduled per
hour.

The amount of clutter per hour.

The formality of clearance practices.

The formality of complaint practices.

The quality of the market the station is in
(i.e., the buying power of the average viewer).

The price of commercial time on the station.

The attractiveness of a station's viewing
environment (i.e., the average viewer's
perception and/or image of the station).

A station may increase the quality of programming (to

increase audience size - Z1), decrease commercial time

(C1) and/or clutter (C2), and/or increase clearance

formality (Fl) and/or complaint formality (F2) to improve

the attractiveness of its advertising environment. Given

that 21, C1, C2, Fl1l, and F2 are manipulated to make a



89

station's advertising and viewing environments more or
less attractive, these demand conditions are considered
interdependent.

Several of the independent variables (market
concentration or structure, station profitability, the
type of advertising accepted and/or organization size) may
affect how a station manipulates the dependent variables
(commercial time or Cl, clutter or C2, clearance formality
or F1, and complaint formality or F2). Therefore:

c =f(R, S, N, I)
1 1 1 1 1

(]
"

The amount of commercial time.

R = The profits a station earns, or station
1 profitability.

S = The structure of the market the station operates
1 in, or market concentration.

N = The number of different types of advertisers
1 (i.e., national spot, local) which find the
station's advertising environment attractive.

I = Other intangible variables such as the quality
1 of the sales staff, management's views regarding
fulfilling the public interest, etc.
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f(R,S, N, I)

The amount of clutter.

The profits a station earns, or station
profitability.

The structure of the market the station operates
in, or market concentration.

The number of different types of advertisers
(i.e., national spot, local) which find the
station's advertising environment attractive.

Other intangible variables such as the quality
of the sales staff, management's views regarding
fulfilling the public interest, etc.

f(R, S, D, I)
1 1 1 1

The formality of clearance practices.

The profits a station earns, or station
profitability.

The structure of the market the station operates
in, or market concentration.

Organization size, or the combined size of the
sales and traffic departments.

Other intangible variables such as the quality
of the sales and traffic departments,
management's views regarding fulfilling the
public interest, etc.
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And:
F =fR, S, D, I)
2 1l 1 1 1
Where:
F2 = The formality of complaint practices.
R = The profits a station earns, or station

1 profitability.

S = The structure of the market the station operates
1 in, or market concentration.

D = Organization size, or the combined size of the
1 sales and traffic departments.

I = Other intangible variables such as the quality
of the sales and traffic departments,
management's views regarding fulfilling the
public interest, etc.

It is assumed that broadcast managers take the
independent variables into consideration when determining
advertising and viewing environment attractiveness. They
are also assumed to safeguard advertising and viewing
environment attractiveness by manipulating the dependent
variables. For example, by limiting the amount of
commercial time sold, limiting the number of consecutive
announcements, and utilizing formal clearance and
complaint practices, a station increases the

attractiveness of its viewing and advertising

environments.
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Hypotheses:

Market Structure or Concentration:

Given the structure of the television industry, it is
assumed that stations consider how their counterparts vary
commercialization, clutter, and clearance and complaint
practices to differentiate their viewing and advertising
environments (or make them more similar). Although this
is expected of oligopolists, it is predicted that conduct
varies by "type" of oligopolist, or market structure, as
well. In other words, while the level of concentration
may vary from market to market as a continuous variable,
particular levels of that concentration may stand out for
their particular effects on station conduct.

Consider that market concentration varies. The
number 2 Area of Dominant Influence (or market),3 Los
Angeles, California, has 14 commercial television stations
and is less concentrated than the number 213 ADI,
Glendive, Montana, which has 1.4 station conduct in these
markets is expected to differ, as their concentration
level differs.

It should be more difficult for market members to
cooperate in "loose oligopolies," or less concentrated
markets. Because there are more stations with different

overall ratings and profits, their reasons for deciding
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how much time to sell and what spots to clear should vary.
One might therefore expect to find greater "within-group"
variance (or greater product differentiation from varied
levels of commercialization and clutter) in less
concentrated markets.

Because station advertising and viewing environments
are expected to vary the most, some stations are expected
to adhere to old FCC and NAB guidelines, while others
exceed them. Some stations accept variable length time
units, schedule more breaks with more consecutive
announcements in them, while others do not. Some may
clear program length commercials and potentially offensive
ads. And clearance practices vary, with some stations
having more formal, written advertising codes, and others
simply discussing problems as they arise.

Markets with concentration levels greater than loose
oligopolies, termed "oligopolies," are expected to exhibit
less variance in clutter and commercialization levels.
Clearance and complaint formality are expected to vary as
well, but not as much as in loose oligopolies. Such
practices are also expected to be less similar than in
tight oligopolies.

In more concentrated markets, or "tight oligopolies,"

stations are predicted to behave like the networks. The
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old time and clutter guidelines will be exceeded slightly
and to a similar extent, with the number one station
scheduling slightly more. The formality of clearance and
complaint practices is also expected to be similar.
Station advertising and viewing environments are
comparable, and competition restricted to programming to
keep profits high.

In monopoly power markets with one (or one
significant) competitor, stations are expected to adhere
to the old FCC guidelines. Since economic theory predicts
that monopolists restrict output to raise prices, they
may sell the least time of all, and be the least
cluttered. They are expected to have the least formal
clearance and complaint practices.

Therefore, the following predictions are made regarding

market structure:
1. As market concentration (S1) increases, the level
of commercialization . (Cl) decreases.

2. As market concentration (S1) increases, the level
of clutter (C2) decreases.

3. As market concentration (S1) increases, the
formality of clearance practices (Fl) decreases.

4. As market concentration (S1) increases, the
formality of complaint practices (F2) decreases.
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A few studies examined advertising commercialization,
clutter, clearance and complaint practices, but none
explained how and why these practices differ. Results may
provide new insight into station commercial practices, and
illuminate how these practices differ according to market
structure.

By dividing stations into market structure types,
predictions can be made regarding conduct based on
economic theory, and these hypothesized conduct
differences tested. Any differences the deregulation of
commercial practices had in these market structure types
can then be assessed and explained. If the notion that
market structure type affects station conduct is
supported, a new, useful means of operationalizing market
structure would result which might explain differences on
other performance variables. If not, economic theory may
still provide insight by determining whether stations are
behaving as oligopolists "in general."

Profitability:

But other predictors may affect the dependent
variables. Managers must also, consciously or
unconsciously, take into account how profitable their
station is when making decisions about the attractiveness

of their advertising and viewing environments. A manager
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at a more profitable station might safeguard the
attractiveness of its advertising and viewing
environments. For example, by limiting the amount of
commercial time sold, limiting the number of consecutive
announcements, and utilizing formal clearance and
complaint practices, a station increases the
attractiveness of its viewing and advertising
environments. Indeed, a manager might manipulate these
variables in a certain way to inadvertently or knowingly
create a "subclass" of stations.

It is likely that different stations have different
reasons for deciding how much commercial time to sell, how
many breaks and spots to schedule, and what ads to clear.
Stations with attractive viewing and advertising
environments might schedule a little more commercial time
because they can sell it, and because their quality
programming abates its negative effects. Relative
attractiveness is maintained by employing formal (and more
strict) clearance practices. These profitable stations
might therefore form a "subclass" in this fashion.

The "damage" to relative attractiveness is minimized
if all stations in a market increase commercial time to a
similar extent or all decline to clear a potentially

offensive ad (i.e., a contraceptive ad, or other product



97

which was the subject of a policy statement). However,
stations with less attractive advertising and viewing
environments may find it necessary to accept a potentially
offensive ad. In that way, subclasses of stations might
develop within markets. Consequently, the predictions
based upon station profitability are:

5. The more profitable (R1l) a station is, the

greater its level of commercialization (Cl1)

will be.

6. The more profitable (R1l) a station is, the more
cluttered its commercial breaks (C2) will be.

7. The more profitable (Rl1) a station is, the more
formal its clearance practices (F1) will be.

8. The more profitable a station is, the more formal

its complaint practices (F2) will be.

Findings can be used to reveal if stations adhere to
FCC clearance and complaint expectations, and to discern
what relationship exists between commercialization and
profits.

Organization Size:

Organization size, as well as market concentration
and profitability, may also affect advertising practices.
Organizational theory suggests the following relationships
between size and formality in organizations. The more
formal a station's advertising practices are, the more

likely its policies are written rather than verbal.



98

Further, the more formal such practices, the more complex
they are (e.g., using more policy sources and dealing with
more problems through the communication of policy
standards). Therefore, the predictions based on
organizational theory are:

9. The larger the organization (or the larger a
station's sales and traffic departments (Dl))
are, the more formal its clearance practices (F1)
will be.

10. The larger the organization (or the larger a
station's sales and traffic departments (D1))
are, the more formal its complaint practices (F2)
will be.

Supporting results might suggest directions for

other, in-depth organizational studies examining these and

other performance variables.

The Joint Effect of Market Structure and
Profitability:

Although the theoretical support is not as strong, it
is predicted that market concentration and profitability
will have a joint effect on the dependent variables. 1If
we assume that a station with monopoly power restricts
supply, clearance may provide a means of doing so. As the
FCC does not expect as much from smaller stations, this
might be a rationalization for keeping clearance costs
down. Yet, if this station is quite profitable, its

clearance procedures may be formal. So great differences
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in clearance formality may exist in the monopoly power
category. Greater "within-group" variance is therefore
expected.

Stations in tight oligopolies are expected to be
awvare of competitors' advertising and viewing
environments, and cooperate to restrict competition to
programming. They sell similar amounts of commercial
time, have similar clutter levels, and similar clearance
and complaint practices. Less profitable market members
clear some ads their more profitable counterparts will
not. This is mirrored by NBC and CBS traditionally
allowing ABC to cheat,5 and by the less profitable cable
networks and superstations clearing contraceptive ads
while the networks refuse to do so.®

Therefore, the most profitable stations in tight
oligopolies will have more formal clearance and complaint
practices, sell slightly more time, and be slightly more
cluttered than other market members.

The most profitable stations in oligopolies are
expected to be more commercialized and cluttered than
those in tight oligopolies, but less than stations in
loose oligopolies. The same intermediate behavior is

expected for clearance and complaint formality.
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It is assumed to be more difficult for stations to
cooperate in loose oligopolies, so greater variance in
commercial time and clutter is expected. Clearance is
more formal because the FCC expected the most from
profitable, larger market stations. Thus, the most
profitable stations in loose oligopolies have the most
formal clearance and complaint practices, sell the most
commercial time, and are more cluttered overall.

11. As both market concentration (S1) and
profitability (R1l) increase, the variance in
commercialization levels (Cl) decreases.

12. As both market concentration (S1) and
profitability (R1l) increase, the variance in
clutter levels (C2) decreases.

13. As both market concentration (S1) and
profitability (R1l) increase, the variance in
clearance formality (Fl) increases.

14. As both market concentration (S1) and
profitability (R1) increase, the variance in
complaint formality (F2) increases.

Findings may support the proposition that commercial
time and clutter, and clearance and complaint formality,

are jointly affected by market structure and

profitability.
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Research Questions:

The following research questions will be examined to
determine if the differences between market structure
categories are meaningful. Specifically:

1. Does commercialization vary by market structure

type?

2. Does clutter vary by market structure type?

3. Do clearance practices vary by market structure
type?

4. Do complaint practices vary by market structure

type?

In addition, the following research questions will be
examined to determine if profitability classes exist and
if differences between them are significant.

Specifically:

5. Does commercialization vary by profitability

class?

6. Does clutter vary by profitability class?

7. Do clearance practices vary by profitability
class?

8. Do complaint practices vary by profitability
class?
Results may reveal that performance differences may
be expected of stations in different profitability

Classes.
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The analysis of the hypotheses and research questions
should at least provide insight on advertising practices
used by stations nationwide, and possibly explain why
practices may differ. Whatever the outcome, findings will

expand knowledge into some new areas of FCC policy.
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CHAPTER 1V

METHODOLOGY

Study Approach:

Surveys are the most generalizable means of social
research. The more a study occurs in a natural
environment, making it more consistent with real life, the
more valid it is also considered. More robust statistical
tests like correlation and regression are less likely to
miss a significant relationship where one actually
exists.l Survey research is often used by economists, 2
and regression is a preferred statistical tool for
economic analysis of media issues.3

A survey thus was conducted using regressions to
analyze the relative effect of the independent variables
on the dependent variables or the advertising practices of
TV stations. T-tests were used to assess whether
distinguishing market structure types, profitability
classes, and organization size (larger and smaller) was
useful. Means and standard deviations were used to show

how differences were manifested and if practices varied as

105
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predicted. Two way analyses of variance were also used to
discern if variances were affected jointly by market
structure and profitability.

The study population was VHF and UHF commercial
television stations in the top 213 Areas of Dominant
Influence as reported by Arbitron. The unit of analysis
was the commercial television station. The small markets
edition with relevant data was not available for use, and
those markets were omitted. The 147 stations excluded
from the survey include small market stations, satellite
stations which carry another station's signal rather than
originating programming, commercial religious stations
that rely primarily on fund raising rather than
advertising, and Home Shopping Network stations.4

ods e esearch:

The aim was to predict and explain differences among
stations in different types of markets, so the survey
method chosen had to be feasible for a national sample. A
mail survey was the logical choice, as it could be
conducted relatively quickly and inexpensively by one
person. And because questions about time sales and
clutter might be considered sensitive, the anonymity that

mail responses provide encouraged candid responses.5
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Although personal interviews and other field methods
attain higher response rates and allow more probing,6
costs and research considerations precluded their use.
The costs of visiting stations individually severely
restricted sample size and generalizability, and was
unacceptable given the aim of obtaining widely
generalizable results.

One major drawback of telephone interviews for a

national survey was expense.’

Second, it was restricted
by the necessity of calling sales managers at work, who
are pressed for time on the job. A crucial concern was to
make it easy for them to respond in about five minutes, 8
as completing a tightly-constructed mail questionnaire at
their leisure should do.
Sampling Scheme:

The survey population was stratified to represent all
213 Arbitron Areas of Dominant Influence in one of the
market structure categories. Strata were created by
assigning all 870 of the stations into one of four market
structure categories based on their ADI's Herfindahl-

Hirschman Index (see Table 1), or measure of concentration

described in the operationalization section.



TABLE 1

Sampling Scheme

STRATA 1 STRATA 2 STRATA 3 STRATA 4
Loose Tight Monopoly
Oligopoly Oligopoly Oligopoly Power
H-H Index H-H Index H-H Index H-H Index
up to 1599 from 1600 from 1800 of 2000
to 1799 to 1999 and above

241 Stations 277 Stations 208 Stations 144 Stations

All 870 stations in the universe were included so the
expected response rate would be consistent with usual
sample sizes in broadcast research. Sample sizes in
broadcast economic research appear to be in the "300"
range. One study included stations in only 13 markets,9
while others utilized secondary FCC data for 144,10 and
347 stations.ll studies of rates used secondary data for
130 to 232.12

Stations in each strata were listed to utilize
systematic sampling techniques for the pretests.13 After
eliminating approximately 90 stations used in pretests, a
planned-for response rate of 50 percent of 780 stations
results in a sample size of 390. As about 10 independent
variables were anticipated in the planning stages, the
predicted response rate allowed for 30 cases each, well

above the recommended minimum of 20.14
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spons :

Nonresponse is a concern in mail surveys because
nonrespondents may differ from respondents on the survey
variables, resulting in biased estimates. To prevent this
problem as much as possible, four pretests were conducted
to ensure that the proper employee in the station was
being surveyed, that questions were easy to answer and
correctly understood, and that no question was considered
offensive or too confidential, to ultimately increase the
response rate. |

Two follow-up mailings were also used to reduce
nonresponse. Procedures and a mailing schedule
demonstrated to be effective in minimizing nonresponse
were used.l3 The first mailing included an explanatory
letter, questionnaire and return envelope.l6 The first
follow-up was a reminder postcard mailed bulk-rate one
week after the first mailing.17 The second follow-up
consisted of a revised letter, a replacement questionnaire
and a return envelope mailed three weeks after the first

mailing.18 (See Appendix A for mailings materials.)
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Questionnaire:

Broadcast managers were consulted prior to, and
after, questionnaire construction to provide a validity
and reliability check. (See Appendix B for the final
version of the questionnaire.) First, personal interviews
were conducted with managers in one market before the
questionnaire was written to confirm the meaning of
proposed questions and their usefulness, and suggest
others.

Four pretests were conducted after the preliminary
questionnaire was constructed. Respondents were again
queried regarding question meaning and clarity, and
nonrespondents asked why they did not respond.
Suggestions were incorporated to improve the ease of
completion by rewriting a few questions and eliminating
others deemed redundant. However, question elimination
and streamlining was primarily due to pretest subject
indications that they were generally too busy to respond
to questionnaires taking more than approximately five
minutes to complete. Therefore some topics of interest
had to be eliminated.l®

The final questionnaires were numbered to indicate
station identity for collecting appropriate secondary data

(such as network affiliation and broadcast band) to
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minimize item nonresponse (See Appendix B). This was
explained in both accompanying letters, and station
anonymity was preserved.
Operatjonaljzatjon of the Independent Varjables:

The primary independent variables of interest were
market structure or concentration, station profitability,
and organization size. Their influence on the dependent
variables, advertising commercialization, clutter,
clearance and complaint practices, was the focus of
interest. The other independent variables were the
quality of a station's programming or a station's overall
ranking in its home market, the type of advertising, the
availability of substitutes, market quality, the price of
advertising time or rates, and former subscription to the
NAB TV Code. These were initially included as predictors
to extend previous research and to determine if they
affect advertising performance.

d i es:

Market Structure:

Concentration level is the most important determinant
of market structure. The first step in measuring and
proving concentration is to define the industry's relevant
market. The criteria for including other local media is

if they are considered close substitutes for TV
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advertising.zo Direct broadcast substitutes, cable and
VCR penetration, were included in the regression equation
(see the section on the independent variable Direct
Broadcast Substitutes, which follows later in this
chapter, for further discussion).

The next step is to decide upon a measure of market
concentration. Several methods are commonly used in
economics. One method is to count the number of market
competitors. This measure neglects the audience share
differences between stations, for example.21

The Lorenz Curve is inappropriate for this study as
it masks concentration levels when there are few industry
firms and evenly distributed market shares, which may be
found in many TV markets. The concentration ratio, a
measure of the cumulative market share of the top 4 or 8
firms in a market, may also mask inequalities. For
example, two TV markets with identical four-firm
concentration ratios of 60 can be very different: the
market share distribution in one might be 45, 5, 5, 5 in
one and 15, 15, 15, 15 in the other.?22

The Herfindahl-Hirschman Index, calculated by summing
the squared market shares of all firms, is preferred
because it increases as the number of firms declines, and

as inequality among firms rises. It equals one if the
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market is a pure monopoly, and zero if perfectly
competitive.23 The HHI is the Justice Department's
preferred measure of market concentration and an index of
1000 (or .10) is considered the minimum level for raising
antitrust concerns. It can be calculated using audience
or revenue shares,2?? and has been used as a measure of
concentration in FCC proceedings.25

The ADI audience share of stations from 9 a.m. to
Midnight has been used to calculate the H-H Index.26
Station shares for 6 a.m. to 2 a.m., Monday-Sunday, from
the February 1987 Arbitron ADI Viewing Allocation Report
were used in this study. (A share is the estimated
percent of households using TV tuned to a specific
station.)27 The report includes any station achieving at
least a .1 share (including home market stations, stations
from other ADI's, superstations and cable networks), a
more liberal criteria than found in individual market
reports. Both are calculated from the same diary
responses.28 Using this report eliminated the
disadvantage of using ADI shares from individual market
reports, where households are assigned to one unique
viewing area, and the overlap of broadcast signals is not

accounted for.



114

Researchers have typically used the following rules
of thumb for evaluating H-H Indexes. An H-H Index greater
than .20 (or 2000) indicates a significantly concentrated
industry, while one between .10 (or 1000) and .20 (or
2000) indicates a moderately concentrated industry. The
indicator for significant concentration has also been
placed at .18 (or 1800).29 Using the established rules
used to guide station sampling, market structure for
sampled stations was similarly operationalized as follows:

1. Stations in markets with H-H Indexes 1599 or
below will be assigned to the "loose oligopoly"
category.

2. Stations in markets with H-H Indexes between 1600
and 1799 will be assigned to the "oligopoly"
category.

3. Stations in markets with H-H Indexes between 1800
and 1999 will be assigned to the "tight
oligopoly" category.

4. Stations in markets with H-H Indexes of 2000 and
above will be assigned to the "monopoly power"
category.

The index was entered as a continuous variable in the
regression equations. Concentration level ranged from 902
to 3361 in the study, with the average being 1751.

Markets in general were therefore at least moderately

concentrated, supporting their traditional

characterization as oligopolies.
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Station Profitability:

Proxy variables are used to measure station
profitability, as such information is confidential.30
These proxies include broadcast band, network affiliation,
the number of stations in the market, and market size (or
potential audience size).31

It is generally acknowledged that broadcast band
affects profitability to some extent. Broadcast band is
measured simply by indicating whether a station is VHF or
UHF, and including it as a categorical variable.32
Network affiliation has consistently been shown to be an
indicator of higher profits. It is usually
operationalized by designating which network a station is
affiliated with (or its independence) as a categorical
variable, to take network ratings variations into
account.33 Affiliates may also be combined into one
category, to represent an affiliate/independent dichotomy.

Researchers may not use the number of stations in a
market as a profitability indicator because it is highly
correlated with and acts as a scale variable for market
size.34 Net weekly circulation, an estimate of the number
of unduplicated television households that watched a
station for at least 5 minutes at least once during the

week,35 is considered a better indicator of market size
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and also represents a station's signal power. Signal
power is considered a proxy for profitability because
stations that reach more people have a larger audience and
therefore earn larger revenues and profits.36 In one
study, when the number of stations was deleted from the
regression equation, net weekly circulation accounted for
most of its variation.37 Thus, net weekly circulation is
a good substitute because it also "measures" the number of
stations in a market.

The original intent was to use broadcast band,
network affiliation and net weekly circulation as proxies
for profitability. They are all reported in the
Broadcasting/Cablecasting Yearbook.3® However, a
profitability index incorporating broadcast band, network
affiliation and market rank was ultimately used as the
measure of profitability. (See the Data Analysis section
in the next chapter for an explanation.)

Organization Size:

Organization size has been operationalized as assets,
revenue, value of products or services, or the number of
employees.39 The number of departmental employees is also
a measure of size.?0 Because the traffic and sales
departments are responsible for the practices of interest,
their combined size was used to measure organization size.

Responses were included as a continuous variable.



117

control Varjables:

Market Rank:

The audience for a program is assumed to depend on
the popularity of adjacent programs, as well as the nature
of the program itself. Consequently, a station manager
must pay attention to the popularity of individual as well
as adjacent programs on her own station, as well as
programming airing at the same time on competing stations.
She may find it necessary to obtain new programs through
syndication, and/or change the time a program airs, to
counter a successful program. Although she may introduce
a new type of programming to counter another station's
fare, and thus start a programming trend, providing
quality programming often takes the form of providing more
of those program types which are popular on other stations
or in other markets. Thus, program quality is measured by
contribution to audience size.4l

The more successful a station is at determining
audience tastes, the larger its audience is. And, the
larger its audience, the higher its ranking in the market.
Therefore, market rank (or rank) was intended for use as a
measure of program quality in this study, and entered as a

continuous variable.
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Station shares in early fringe (ADI Daypart Audience
Estimate Summaries of shares for Monday-Friday, 3:00 p.m.
to 6:30 p.m. or 4:00 p.m. to 7:30 p.m., depending on time
zone) were used to determine ranking within a market. It
is the longest period an affiliate is responsible for
programming,42 and a time when independents compete
directly with them. 1In a sense, these rankings represent
how successful managers are at manipulating their
schedules and/or counterprogramming. Shares from
individual Arbitron TV reports were used because rankings
within markets were desired, and these reports include
both meter and diary estimates.

The national news airs in this period, allowing the
network factor to be considered. It also includes the
early evening local newscast, an important source of
competition, and a profit center for local stations.
Local news is a way to create a station identity. Many
managers believe that station image is greatly influenced
by newscast quality, which stations control because they
are locally-produced.43

In other words, this is when a station controls its
advertising and viewing environments. Stations choose
their own syndicated programming, decide in which order

these programs will air, decide how many spots to
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schedule, and produce an "image" program during this
period. Although testing one daypart limits
generalizability, the time period is a logical one for a
preliminary test.

The choice of this time period may be confounding.
Managers are asked to estimate the average amount of
commercial time that originates on their station during
this period. To figure this out, network affiliates must
eliminate the 30 minute network news program. However,
pretesting suggested that this was not a problem.

Data analysis suggested that rank was a better
indicator of profitability, and it was incorporated into a
profitability index with broadcast band and network
affiliation. (See the Data Analysis section in the next
chapter for an explanation.)

Type of Advertising:

The literature review pointed out that larger
stations typically sell more of their advertising
inventory to national or regional spot advertisers.
Because the type of advertising may affect the dependent
variables, stations were asked to indicate what proportion
of their commercial time inventory was sold to spot and

local advertisers. The proportion of local advertising
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was entered as a continuous variable. (Only local was
used for analysis because the two were highly correlated.
See the Data Analysis section in the next chapter for a
more detailed discussion.)

Direct Broadcast Substitutes:

Other local media including newspapers, magazines,
radio, cable television, and other broadcast entertainment
options like home VCRs can be considered substitutes for
both viewers and advertisers for commercial television.
Again, to measure and prove concentration, an industry's
relevant market must be defined, and the criteria for
including other local media is if they are considered
close substitutes for TV advertising.

Because advertising spending tends to be constant,
and advertisers would probably switch out of TV if its
price rises relative to other media, they can be
considered substitutes. Presumably, a broadcast manager
considers a price increase or advertising environment
change very carefully if viable substitutes exist in his
market. Yet newspaper and radio are not perfect
substitutes,44 and researchers generally consider
competition in one only medium because presently there is

no accepted way of measuring interindustry competition.45
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Therefore, the model was tested using "more perfect"
broadcast substitutes, cable and VCR. Cable's influence
on a station's audience is measured by entering an ADI's
cable penetration as a continuous variable into a
regression.46 Cable and VCR penetration figures are
provided in Arbitron TV market reports, and were
operationalized in this manner. They were later combined
and divided by two to represent the average penetration of
substitutes in a market. (See the Data Analysis section
in the next chapter for more details.)

Market Quality:

Markets where consumers have more money to spend on
advertised goods and services may be more attractive to
national and regional spot advertisers. Greater wealth
may also suggest a higher average level of education.
Consequently, a manager must adapt her advertising and
viewing environments to the composition of her audience.

Market quality or prosperity is operationalized in
one study using data from Sales & Marketing Management's
Survey of Buying Power. Measures were the projected
growth in households, and Effective Buying Income, which
is roughly equivalent to total market disposable or after
tax income, and represents audience ability to purchase

advertised goods and services. It was operationalized as
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a categorical variable, categorizing a market's median EBI
as being above or below the national median by varying
degrees, and proved to be a better measure of market
quality than growth rate. However, a problem with using
it is EBI market definitions do not always match
Arbitron's.47

Consumer spendable income per household in each
station's market is also a good measure of market
quality.48 Average household after tax income is
calculated by dividing total market EBI by the total
number of households.42 1Individual Arbitron reports
include EBI, adjusted to Arbitron's definitions. Average
household income was calculated for each market from this
data, and included as a continuous variable.

Rates:

Previous research suggests that more profitable
stations charge higher rates for advertising time,?®? so
rates may be an indicator of subclass membership. The
price of advertising time may also affect the relative
attractiveness of the advertising environment, perhaps
forcing some advertisers to buy time on less profitable

stations.
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Spot prices have been operationalized as the highest
rate quoted for a 30-second spot from the
Broadcastina/Cablecasting Yearbook.>l Another study of
news prices used rates from the Stapdard Rate and Data

Service: Spot Television Rates and Data.®2 The early
fringe rate in the Broadcastina/Cablecasting Yearbook was

entered as a continuous variable, as it covered most of

the study period. The prime time rate was also included,

as it might overlap with the study period in some cases.
Former NAB Code Subscription:

Stations were asked if they ever subscribed to the NAB
Code, as previous involvement with a group involved in
self-regulation may represent a predisposition to serving
the public interest. Responses were included as a
categorical variable, to see if former subscription
affected performance on the dependent variables.

ion o e Vv
Commercialization, clutter, and advertising clearance
and complaint practices were the dependent variables.
They were developed from precedents in past research.
They were tested to determine if they embodied viable
representations of station performance, in the hopes of
extending broadcast policy research into the realm of

advertising.
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Commercialization:

The old FCC 16 minute commercial time guideline, and
the old NAB TV Code 16 minute non-program time guideline
were used to assess commercialization level. The average
number of program length commercials was also used to
assess commercialization level. Station-originated
programming was relevant for study because stations have
complete control over scheduling in these programs.

Because the NAB Code included other non-program
material in its guideline, stations were asked how much
commercial time they average per hour of station-
originated programming plus the amount of non-program time
(ads, promos, PSA's) they average. Stations were asked to
calculate these times from either 3:00 to 7:00 p.m. or
4:00 to 8:00 p.m., depending on their time zone.®3 Both
were entered as continuous variables in the regression
equation.

Stations were also asked if they air program length
commercials (and if so how many they air per week and how
long they are) to see if l1lifting the ban had any effect.
The average number aired per month was entered as a

continuous variable in the regression equation.
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One problem with measuring commercial time is that
determining "excessive" amounts is somewhat arbitrary.
The Code and FCC guidelines were based on industry
standards. There is no "proof" that these standards are
the actual line between just enough and too many
commercials. These measures provide a convenient and
logical point for comparison, but are considered in light
of this fact.

Clutter:

The criteria for assessing clutter are from the NAB
Code, as the FCC had no such guidelines. Generally,
affiliated and independent stations were limited to 10
breaks per hour of station-originated programming: 8
breaks within programs and a break at the hour and half-
hour.34

Five was the maximum number of non-program
announcements to be scheduled consecutively in a break
within an affiliate-originated program, and 4 in
independent-originated programs. For affiliates, 4 or
less of these announcements could be commercials, and 3 or
less non-program material.3® The code also banned
multiple product announcements, unless they were

integrated to make them appear to be a single ad.56
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Stations were asked to indicate the number of breaks
they average per hour®’ of station-originated programming,
how many consecutive announcements they average in breaks,
and whether, and how many, variable length units they
accept, to indicate clutter level. Responses were entered
as continuous variables in the regression, and/or compared
to preexisting levels.

Public service announcements were exempt from the
consecutive announcement count, and newscasts from the
interruption standards.®8 The measure is confounded as
stations exceeding the clutter standard may be airing
PSA's, or interruption averages may reflect extra breaks
in the news. Results were considered with this problem in
mind.

Formality of Clearance and Complaint Practices:

Clearance and complaint formality were
operationalized by asking which of the following policy
formats were used, and which one was used most, and scored
as follows:

1. Policies codified in a manual by the station were

scored as first in level of formality (i.e.,
most formal operationalization of rules).

2. Policies which were mostly written were scored
as second in level of formality.
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3. Policies which were represented mostly in
memoranda were scored as third in level of
formality.

4. Policies which involve using another group's code
(such as the NAB, BBB, etc.) were scored as
fourth in level of formality.

(This was assumed to be the least formal
operationalization of rules, because station
management did not develop them.)

5. Policies which were conveyed verbally were scored
as fifth in level of formality. (Orally conveyed
policies were assumed to be the least formal,
and were representative of surveillance.)

The original intent was to develop an index using all
of these formats to represent their relative use and
importance. Although the response options provided were
based on previous research, an open-ended option was
included to determine if other formats predominate, as a
check. The policy form a station used most was ultimately
used as a measure. (See the Data Analysis section in the
next chapter for an explanation.)

The method of communicating staff policies was

operationalized using the surveillance/rules approach.

1. Requiring the staff to read communications
regarding policy was scored as first in level
of formality. (This was assumed to be the most
formal means of communicating station rules.)

2. Encouraging the staff to read communications
regarding policy was scored as second in
level of formality.
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3. Staff discussion of policy was scored as
third in level of formality. (This represented
the most formal operationalization of
surveillance.)

4. Making the existence of policy known was scored
as fourth in level of formality. (This was
assumed to represent the least formal means of
surveillance, and the least formal way of
communicating policy overall).

Again, the intent was to develop an index to
represent the relative use and importance of these
options. An open-ended option was again included to
discern other significant methods of communicating policy.
The communication method used most was finally used as a
measure. (See the Data Analysis section in the next
chapter for an explanation.)

The questionnaire included a list of expected
clearance policy areas and complaint groups suggested by
the literature review. Stations were asked to indicate
what standards they had for these variables. Presumably,
the more official policies a station had, the more formal

its practices. Responses were entered as continuous

variables.
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statistical Techni Employed

The primary independent variables of interest were
market structure or concentration, station profitability,
and organization size. Their influence on the dependent
variables, advertising commercialization, clutter,
clearance and complaint practices, was the focus of
interest.

Regressions were used to test Hypotheses 1 through
10. The final list of independent variables included in
the regressions were the primary predictors of interest
and two control variables, the type of advertising and the
average penetration of direct broadcast substitutes. As a
result of the discovery of multicollinearity and non-
normality, some variables were tested after transformation
and bringing in outliers to three standard deviations, and
others were dropped. Specifically, net weekly circulation
and rates were dropped as they appeared to be contributing
to multicollinearity. Market quality was dropped because
the principal components analysis suggested it was
measuring the same quality as market concentration.
Former NAB code subscription was dropped because it did

not contribute meaningfully to the regression equations.
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T-tests were also used to assess Hypothesis 1 through
10, where appropriate. For example, organization size was
divided at the mean and T-tests conducted to see if
meaningful differences existed between smaller (mean and
below) and larger (above the mean) organizations. T-tests
were also used to test the relationship between the
dependent variables and policy form and communication
method used most, as these variables were not continuous
and could not be tested using regression.

Two way analyses of variance were used to test
Hypotheses 11 through 14. The question was whether the
variances for the dependent variables increased or
decreased based upon the joint effect of market
concentration and profitability. For example, as market
structure and profitability increased, did the variance in
commercialization decrease? The intent, for instance, was
to consider whether a continuum existed with the more
profitable stations in loose oligopolies selling the most
commercial time, and the less profitable stations in
monopoly power markets selling the least commercial time.

Therefore, if the variances within groups were
significantly greater than those between groups, it could
be argued that market concentration and profitability had

a joint effect on the dependent variables. If a
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significant two way interaction was found, means and
standard deviations were reported to illuminate the
underlying finding.

T-tests were used to determine whether the dependent
variables varied by market structure categories and
profitability classes. Market structure was categorized
into four and sometimes two groups (less concentrated =
loose oligopolies and oligopolies, more concentrated =
tight oligopolies and monopoly power). The profitability
index was also divided at the mean, so up to and including
the mean represented more profitable stations, and above
the mean represented less profitable stations.

Tables with means and standard deviations were
included to show how these differences were manifested.
Chi-square tests were used to assess whether certain types
of stations were more or less likely to accept certain
time units, or have certain clearance standards.

The data were examined to see if assumptions were met
before testing the hypotheses. Multicollinearity was
found in the independent variables, and some did not have
normal distributions (see the Data Analysis section in the
next chapter). T-tests using a separate variance estimate
(rather than a pooled variance estimate) were used in some

instances, because it could not be assumed that the
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variances for the two groups were equal. A separate
variance estimate T-test is used whenever probabilities
for the F-test for equality of variance are small. The
separate variance test was used when F-test significance
levels were smaller than .10.5°

The measures of the independent variables were
regressed on each other to find the contributors to
multicollinearity.60 A principal components analysis and
a factor analysis (or principal factors extraction) were
run to confirm the predicted theoretical relationships
between independent variables, and to decide which ones to
drop from the final regression equations. When
relationships appear to exist among variables in a
correlation matrix, as was the case here, these procedures
determine whether the relationships within some subsets of
variables are higher than those between the subsets. 61
For example, were broadcast band, network affiliation and
net weekly circulation actually predictors of
profitability, and were spot and local advertising really
interchangeable measures of the type of advertising?
These procedures can suggest an answer, and both analyses
were employed because finding similar factor solutions
supports the notion that the final factors are stable and

thus reliable.®2
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CHAPTER V
RESULTS

A 62.6 percent response rate (482 of 769 stations)
was achieved. Six of these questionnaires were unusable.l
Stations used in pretests (90), stations no longer on the
air (5), and undeliverable surveys (6) were subtracted to
obtain the population size (870 - 90 - 5 - 6 = 769).

The 1988 Broadcasting/Cablecasting Yearbook reports
that there are 1017 commercial television stations in the
United States (541 VHF and 476 UHF).2 Responses thus
represent 47.4 percent of all commercial television
stations in this country.

Respondents represent a cross section of stations.
Responses approximated market structure's natural
proportions, demonstrated by comparing each category's
percent of usable responses to its survey and total sample
percentages. At least 58 percent of stations responded in

each category (see Table 2).
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Total Sample

(N=870)

Percent of

Survey Sample

(N=769)

Percent of
All Usable
Responses
(N=476)

Number of
Responses
Returned

Percent of
Category
Responding

TABLE 2
Survey Responses by Market Structure
(N=769)
Loose Tight Monopoly
Oligopolies Oligopolies Oligopolies Power
(n=211) (n=253) (n=182) (n=123)
27.7% 31.8% 23.9% 16.6%
27.4% 32.9% 23.7% 16.0%
26.1% 35.1% 23.3% 15.5%
124 167 111 74
58.7% 66.0% 60.9% 60.1%

Responses for broadcast band approximated the

population'

s natural proportions, where VHF stations

represent 53.2 percent of all stations and UHF 46.8

percent.

Of responding stations, 56.5 percent were VHF

and 43.5 percent UHF, representing a departure of only 3.3

percent.

Affiliation status also mirrored nature.

Independents represented 28.2 percent (134 of 476) of

respondents, with network affiliates representing 71.8
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percent (342). Independents represent about 32.2 percent
of all commercial television stations (approximately 327
of 1017), and network affiliates represent about 67.8
percent (690 of 1017).3 Only a four percent difference
existed. When network affiliation is partitioned, NBC
stations accounted for 23.9 percent (114) of respondents,
CBS stations 25.4 percent (121) and ABC stations 22.5
percent (107).

Data Examination and Scale Construction:

Violations of Normality:

Frequencies were run to determine if the assumptions
of normality were valid before analyzing the joint effects
of all of the independent variables using regression.
Some of the independent and dependent variables were
skewed (see Table 29), exhibiting non-symmetric
distributions with more observations (or a tail) at one
end. Positively skewed distributions have a pileup of
cases with very low scores, and those with negative
skewness very high scores.*?

Some variables are naturally skewed. For example,
since incomes are rarely less than zero, and some are much
higher than average, a long tail to the right is

expected.5 The same is true for some of the study
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variables. Commercial and non-program time cannot be less
than zero, and a few stations averaged much more
commercial time than others. Consider also that responses
to organization size are limited, as a station cannot have
fewer than 1 employee in sales and traffic, and the
maximum response was 55.

The coefficient of skewness "summarizes the extent of
asymmetry in a frequency distribution," and its value is
zero if the distribution is exactly normal. A negative
coefficient indicates a negatively skewed distribution,
and the same for a positive coefficient.® A variable is
considered skewed if its coefficient is 1 or above.’ The
positive coefficients for commercial time, non-program
time, number of program length commercials, clearance
hours, rank and organization size support the notion of a
non-zero value with expected outliers with large values
(see Table 3).

Although moderate departures from normality do not
seriously affect the validity of many procedures based on
the normal distribution,® transformations can change a
variable's distribution to reduce skewness.? A successful
transformation may eliminate non-normality.lo Typically,

logarithmic or square root transformations are used.ll
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TABLE 3
Skewed Independent and Dependent Variables
DEPENDENT VARIABLES COEFFICIENT OF SKEWNESS
Transformation Outliers Moved
Before After to 3 St. Devs.
Commercial Time 2.187 .646 .469
Non-program Time 3.792 1.653 1.223
Accept Program Length
Commercials? 1.347 +
Number of Program Length
Commercials Per Month 5.090 .453 2.226
Hours Per Week Devoted
to Clearance 3.020 757
15 Second Time Unit -3.683 +
20 Second Time Unit 1.294 +
45 Second Time Unit 1.022 +
Seen Ad You Declined
On Other Station? 1.968 +

INDEPENDENT VARIABLES

NAB Code Subscription 2.433 *4
Sales/Traffic
Department Size 1.377 .251 .586
Rank 1.639 * %
Prime Time Rate 7.561 *
Early Fringe Rate 5.661 *
Net Weekly Circulation 8.810 *
Penetration of Direct
Broadcast Substitutes 3.868 .784 2.284

*Variables which were not retained for the final
regression model were not transformed.

**Although Rank was moderately skewed, it was not
transformed, as it was categorized and included in the
profitability index.

+Dichotomous variables were not transformed.
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Both transformations were tried on the appropriate
variables. The criteria for choosing between
transformations were: a) if the sign on the coefficient
of skewness remained the same, and b) if the
transformation reduced skewness. Using these criteria, a
natural log transformation was selected for non-program
time, the hours devoted to clearance and the number of
program length commercials per month. Square root
transformations were selected for commercial time,
organization size and the average penetration of broadcast
substitutes.l?2 Market rank was not transformed as it was
categorized for inclusion in the profitability index.

Extreme cases may also be rescored or changed in such
a way that their influence is reduced. Outliers were
moved back to three standard deviations from the mean to
retain their deviancy and prevent them from distorting the
correlations.13 Regressions using natural data,
transformed data, and data with the outliers brought in to
three standard deviations were utilized for analysis.

Decision rules for accepting or rejecting the
hypotheses were therefore developed. Dependent variables
with three measures (commercialization, tested in
Hypotheses 1 and 5 and measured by the average amount of

commercial and nonprogram time and by the average number
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of program length commercials; and clearance formality,
tested in Hypotheses 3, 7 and 9 and measured by the number
of hours devoted to clearance, the number of policy areas
and policy sources) required nine significance tests.
That was because each one variable was tested using three
regressions (natural data, transformed data and data with
the outliers brought in). Therefore, if one to three of
the tests were significant, the hypothesis was considered
weakly supported. If four to six were significant the
hypothesis was partially supported and if seven to nine
were significant the hypothesis was considered strongly
supported. If all regressions were insignificant, the
hypothesis was not supported.

A similar decision rule was developed for clutter,
which had two measures (the average number of breaks and
consecutive nonprogram announcements, tested in Hypotheses
2 and 6). There were six significance tests in this case
(three for clutter and three for consecutive nonprogram
announcements). If one or two of the tests were
significant, the hypothesis was weakly supported. If
three or four were significant it was partially supported,
and if five or six were significant it was strongly
supported. If all regressions were insignificant, the

hypothesis was not supported.
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Multicollinearity:

Pearson correlations between the independent
variables were examined for multicollinearity (see
Appendix C), as previous research suggested it might be
present.14 Multicollinearity is found by looking for a
high correlation between two variables, and by regressing
each independent variable on all others.15 The betas for
each independent variable contributing to the "dependent"
variable, and its contribution as a percentage of the
variance explained, were examined to aid in this
assessment. Variables appearing to be the cause of high
multicollinearity were dropped.16

The preferred method of dealing with
multicollinearity is to drop the offending variables. The
choice of which variables to drop is guided by their
theoretical relevance and ease of interpretation.17
Highly intercorrelated variables can be combined into a
single indicator, if it makes conceptual sense. 18

Net weekly circulation appeared to be a cause of
multicollinearity, as it was highly correlated with other
independent variables. (For example, .63 with
organization size, .80 with prime time rate, .75 with
early fringe rate, and .61 with VCR penetration). It

measures differences in the signal power of each
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individual station and reflects the number of intra- as
well as inter-market viewers, and has been used as an
indicator of market size (and a proxy for
profitability).19 Net weekly circulation appears to be a
measure of size rather than profitability in this study,
given its non-significant and negative correlation with
network affiliation (-.03, p=.45). Spot and local
advertising, cable and VCR penetration, and network
affiliation, market rank and broadcast band also appeared
related, respectively.20

Regression analysis suggested that market structure,
NAB code subscription, and local advertising were
independent (See Appendix D). Net weekly circulation
appeared to be a cause of high multicollinearity, as the
other independent variables explained about 87 percent of
its variance. It appeared to be a multiple indicator,
which is consistent with theoretical precedents suggesting
that it measures both market size and profitability.21

A principal components analysis and a factor analysis
(or principal factors extraction) were run using varimax
rotation?2 to confirm the predicted theoretical
relationships between independent variables, in order to
decide which variables to drop or combine. For example,

if broadcast band, network affiliation and net weekly
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circulation all load on one factor in the analysis, the
suggestion is that they are measuring profitability and
may be combined into an index. Finding similar solutions
in both procedures suggests that the factors are stable. 23
Using both procedures thus provided a reliable way to
discern if net weekly circulation was actually measuring
profitability or market size in this study.

Principal components analysis and factor analysis
generally represent a set of variables in terms of a
smaller number of hypothetical variables. In other words,
when there appear to be relationships among variables in a
correlation matrix, these techniques tell us whether the
relationships within some subsets of variables are higher
than those between the subsets.24 Factor analysis is the
more rigorous of the two techniques because the variance
that is unique to each variable in the analysis, and the
error variance, is excluded. Therefore, only the "pure"
underlying relationships in the data are analyzed. Unique
and error variances are included in a principal components
analysis, which makes it easier to obtain factors with
this technique.?23

Therefore each technique is commonly used in certain
situations. Principal components analysis is used to

reduce a large number of variables to a smaller number.
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It is often used in exploratory research where underlying
theoretical relationships are to be clarified and is
recommended as a first step before a more detailed factor
analysis.26 Factor analysis is used to confirm whether
the underlying structure of variables is as predicted by
theory. Multicollinearity is not a problem in principal

components analysis,27

and violations of normality and
linearity assumptions are not a problem when principal
components analysis and factor analysis are used simply to
summarize relationships, as in this instance. Both
procedures were used to confirm to a reasonable degree
that the factor solutions were reliable.

A relatively large sample should be used for factor
analysis. Sample size is typically evaluated using the
following scale: 50--very poor; 100--poor; 200--fair;
300--good; 500--very good; and 1000--excellent.28 The
sample size of 476 is therefore acceptable.

Accepted guidelines exist for deciding whether a
variable actually loads on a factor, and are as follows:
loadings in excess of .71 (50% variance) are considered
excellent, .63 (40%) very good, .55 (30%) good, .45 (20%)
fair, and .32 (10% of variance) poor.29

Factor loadings above .30 are considered "salient,"

suggesting a relationship between variable and factor.
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Items loading at .60 on one factor but above .30 on
another should be deleted for this reason.3? This .30
difference criterion was used. The typical criterion for
deciding to retain a factor is whether it has an
eigenvalue greater than 1.0, which was also used.31

The principal components analysis and factor analysis
were reviewed to discern if any of the independent
variables was measuring the same construct, so alternate
variables measuring the same quality could be dropped, and
related variables could be combined into an index. The
factors were also examined to see if variables that
"should" load together actually did. For example, the
literature review suggested that broadcast rand, network
affiliation and net weekly circulation should all load
together on a profitability factor.

However, the Pearson correlations suggested that this
may not be true. As a result, we might expect that net
weekly circulation was measuring market size in this
instance, and would load on the same factor with rates and
other independent variables which might indicate market
size, like organization size. Recall that the literature
review suggested that larger stations earn higher

profits32 and thus charge higher rates.33
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But if net weekly circulation is not a measure of
profitability in this instance, what might be? One would
expect network affiliation and broadcast band to comprise
a profitability factor. If true, one could construct an
index from the two, as they are measuring the same
underlying construct.

Examining these independent variables in the context
of a principal components and factor analysis also
provides an opportunity to suggest how they might be
interrelated to aid future research. The combination of
the large sample size and operationalization of many
variables traditionally used in mass media economic
research provided an opportunity to confirm, explain, and
possibly reveal interrelationships. For example, were the
previous assumptions about profitability and market size
supported? Were there other relationships among variables
which may have been previously missed? And could certain
variables be used interchangeably, with the theoretical
interests of the study dictating which should be used?

The principal components analysis resulted in four
factors which were generally consistent with theoretical
precedents discussed in the literature review (see Table

4.1 and 4.2). Results confirmed the suspicion that net
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weekly circulation was actually a measure of market size.
It did not load on the same factor as the other

profitability indicators (see Table 4.2).

TABLE 4.1
Principal Components Analysis on the Independent Variables
(Factors and Variance Explained)

Factor Eigenvalue Percent of Cumulative
Variance
1 Market Size 4.20443 30.0 30.0
2 Profitability 2.97026 21.2 51.2
3 Market 1.77785 12.7 63.9
Competitiveness
4 Type of 1.22745 8.8 72.7
Advertising
5 Factor .84913 6.1 78.8
6 Factor .76909 5.5 84.3
7 Factor .53890 3.8 88.1
8 Factor .49575 3.5 91.7
9 Factor .37057 2.6 94.3
10 Factor .26643 1.9 96.2
11 Factor .22357 1.6 97.8
12 Factor «19322 1.4 99.2
13 Factor .08047 .6 99.8
14 Factor .03288 2 100.0
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TABLE 4.2
Principal Components Analysis on the Independent Variables
(Varimax Rotated Factor Matrix)

Factor 1 Factor 2 Factor 3  Factor 4

Subscribe

to NAB Code .03130 -.60641 -.22698 .06350
Spot .10430 .07193 .04681 -.92687
Local -.04114 -.05173 -.03843 .93015
Market

Concentration .13013 -.02107 -.61285 .21539
Broadcast Band .24614 76137 .00075 -.03040
Network

Affiliation .04029 .85194 -.20865 .00832
Rank -.02688 -.82175 33090 .09235
Prime Time Rate .87488 14990 -.02601 -.10174
Early Fringe Rate .87437 .08054 .00867 -.14688
Net Weekly

Circulation .92033 -.01539 .18934 .09876
Market Quality .20029 -.03193 «77026 -.01345
Cable Penetration .53168 -.23965 .69699 14727
VCR Penetration 52709 -.21525 .68260 .17024

Organization Size
(Sales & Traffic) .66773 .17398 .30527 -.08193

[NOTE: Rank's correlation is negative because of the
original coding scheme. For example, independents were
originally coded as "0" and affiliates as "1" for the
variable Network Affiliation. Thus, as affiliation
"decreased," rank "increased" (say, from first to third).
Coding was changed when the profitability index was
created to eliminate this problem.)
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Factor 1 is described as market size, and includes
prime time rate, early fringe rate, net weekly circulation
and organization size. Because organization size was a
predictor of primary interest, it was retained and the
other variables were dropped.

Factor 2 is called profitability, as the traditional
theoretical proxies (network affiliation and broadcast
band) achieve excellent loadings on it. Market rank also
achieves an excellent loading here, suggesting that it
should be considered as a profitability indicator in
future studies. The combination seems intuitively correct
when one recalls that VHF, network-affiliated stations
usually have higher market rankings (and audiences) than
independent, UHF stations, and are probably more
profitable. Therefore, the decision was made to combine
these variables into a profitability indicator.

Factor 3 is called market competitiveness, as market
concentration achieves a good loading, and market quality
an excellent loading. Market concentration represents the
level of competition between stations in a market. Market
quality decreases as concentration increases, suggesting
that the more stations there are, the more attractive the
market is likely to be to advertisers, because of the

wealth of the audience. Thus, the market is more
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"competitive" for the spot advertising dollar than more
concentrated markets. Since market structure is a
predictor of primary theoretical interest, market quality
was dropped from the regressions.

Factor 4 clearly represents the type of advertising,
with spot and local both achieving excellent loadings.
Results support the notion that these are interchangeable
measures. Local was retained, as the multicollinear
regressions suggested that it was more independent of the
other independent variables (see Appendix D).

The factor analysis results suggested that three of
the four factors were stable, as the factors for market
size, profitability and type of advertising were found
again (see Tables 5.1 and 5.2). Factor 1 again appears to
indicate market size (see Table 5.2), with cable and VCR
penetration also loading on it this time.34 The
profitability factor structure appears stable, as Factor 2
is again composed of broadcast band, network affiliation
and rank. Factor 3 (Type of Advertising) is also stable
as spot and local again achieving excellent loadings.
However, the market competitiveness factor was not

replicated.
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TABLE 5.1
Factor Analysis on the Independent Variables
(Factors and Variance Explained)

Factor Eigenvalue Percent of Cumulative
Variance
1 Market Size 3.97774 28.4 28.4
2 Profitability 2.65976 19.0 47.4
3 Type of 1.53035 10.9 58.3
Advertising
4 Factor .82419 5.9 64.2

Using both techniques aided in the decision on what
size measures to retain. Although organization size, and
cable and VCR penetration both loaded on Factor 1 in the
factor analysis (see Table 5.2), all were retained as size
measures. Cable and VCR penetration did not load on any
factor in the principal components analysis (see Table
4.2). Although they had excellent loadings on market size
in the factor analysis (see Table 5.2), their Pearson
correlations with organization size were not quite as high
(Cable = .45, sig =.000; VCR = .44, sig =.000) as their
correlation with each other (.95, sig = .000). It seemed
they might be measuring different aspects of size, so
cable and VCR penetration were summed and divided in two
to represent the average penetration of substitutes in a

market.
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TABLE 5.2
Factor Analysis on the Independent Variables
(Varimax Rotated Factor Matrix)

Factor 1 Factor 2 Factor 3 Factor 4

Subscribe

to NAB Code -.05721 -.34118 -.02427 -.21044
Spot .13849 .38398 -.82058 -.00627
Local -.08000 -.34261 .78422 .00070
Market

Concentration -.16894 .10815 .19543 -.15826
Broadcast Band .16813 .63172 .16172 .29483
Network

Affiliation -.10111 « 76557 .26431 .25936
Rank «16962 -.81973 -.20043 -.13371
Prime Time Rate «71735 .37684 .09626 -.34672
Early Fringe Rate .72883 31479 .02703 -.32691
Net Weekly

Circulation .89434 .11680 .20992 -.27261
Market Quality .49587 -.19957 -.11246 .27178
Cable Penetration .82967 -.38262 -.00397 .31947
VCR Penetration .80634 -.35894 .02466 32044

Organization Size
(Sales & Traffic) .65039 .19994 .00625 .05238

[NOTE: Rank's correlation is negative because of the
original coding scheme. For example, independents were
originally coded as "0" and affiliates as "1" for the
variable Network Affiliation. Thus, as affiliation
"decreased," rank "increased" (say, from first to third).
Coding was changed when the profitability index was
created to eliminate this problem.)
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Reliability of Measures:

Multiple measures were operationalized for
profitability, as previous research had used broadcast
band, network affiliation and net weekly circulation as
proxies. However, results of the factor analyses showed
that broadcast band, network affiliation and market rank
were actually profitability indicators in this study.

A profitability index incorporating the three was
developed.3>® Lower scores indicated less profitable
stations, and higher scores more profitable stations. The
next step was to determine if the index was reliable.

Reliability estimates based on the iverage
correlation among items comprise internal consistency.
Coefficient alpha is the commonly accepted way to
determine reliability based on internal consistency,36 and
one considers a measure's intended use to determine the
satisfactory level of reliability. 1In the early stages of
research on hypothesized measures of a construct, a modest
reliability of .70 is satisfactory. For basic research,
reliabilities of .80 or above are considered satisfactory.
In applied research where important decisions are made
based on scale scores (e.g., whether a child should be
placed in a special class based on a low IQ score), a

reliability should meet or exceed .90.37



160

Given that theoretical precedents existed for the
index being created, .80 was selected as the reliability
criteria. Coefficient alpha was .8543 for the
profitability index, so it was retained for hypothesis
testing.

Multiple measures were also used for three of the
dependent variables. For commercialization, the average
amount of commercial and non-program time, and the number
of program length commercials per month were used. For
clutter, the average number of breaks, and the average
number of consecutive non-program announcements in breaks
were used as measures. For advertising clearance, the
hours per week devoted to clearance, the number of policy
areas a station had, and the number of policy sources
usually consulted were used. The usual form and method by
which policies were communicated were also used to measure
the formality of both clearance and complaint practices
(called advertising practices where appropriate).

Attempts were made to create indices or scales for
the dependent variables. Individual measures for
commercialization, clutter, clearance and the usual form
and method of communicating policies were retained because
the study was exploratory. Their usefulness could
therefore be assessed to determine if they should be

retained for future advertising performance studies.



161

Summed scales were created as measures of clutter,
and clearance and complaint formality. Specifically: a)
the total number of time units accepted by a station was
intended to be one measure of clutter, b) the total number
of policy areas a station has was one measure of clearance
formality, c) the total number of policy sources a station
consults was a second measure of clearance formality, and
d) the total number of groups a stations had complaint
policies for was a measure of complaint formality.

The .70 reliability criteria was used for these
scales as they were hypothesized measures of a construct
being tested in an exploratory study. The Kuder-
Richardson (KR-20) test was used as the reliability
measure. It is a special version of coefficient alpha
that is used when dichotomous items form a scale,38 as was
the case here.

The total number of time units was not retained for
analysis, as its reliability coefficient was too low (KR-
20 Alpha = .4571). Chi-square tests were used in Research
Questions 2 and 6 to determine if market structure or
profitability affected the likelihood of accepting or
rejecting certain time units. The chi-square technique is
used as discrete categories (whether or not a station

accepts a certain time unit) were being analyzed.39
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However, the sum of the number of policy areas (KR-20
Alpha = .8793), the sum of the number of policy sources
(KR-20 Alpha = .7123), and the sum of number of complaint
policies (KR-20 Alpha = .8918) each station had were
retained for analysis.

The attempts to create individual or summed scales
for policy form and communication method were
unsuccessful. Combining day-to-day forms and methods with
the one used most for each were tried, as well as various
combinations of the two variables. No measure was more
reliable than simply using the form and method a station
used most often as formality indicators. So, the form in
which a station's clearance and complaint policies were
communicated and the method used to communicate both
clearance and complaint policies were discussed in special
hypothesis sections.

These special hypothesis sections, entitled
Hypotheses 3 and 4 (for market structure), Hypotheses 7
and 8 (for profitability), and Hypotheses 9 and 10 (for
organization size), were discussed this way because the
form and method of communication were measures of
formality for both clearance and complaint practices. 1In
other words, when a station indicated its usual form and

method of communication, the question was phrased to mean
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all of its advertising policies. Stations were not asked
to indicate the usual form and method of communication
separately for clearance practices, then complaint
practices. Consequently, these measures represented the
usual form and method in which all of a station's
advertising policies were communicated.

Multiple measures were used to represent clearance
and complaint formality. That is why the formality of
both clearance and complaint practices are considered
jointly. For example, Hypothesis 3 discusses the
relationship between market structure and the formality of
clearance practices, measured as the number of policy
areas a station has and the number of policy sources it
usually consults. Hypothesis 4 discusses the relationship
between market structure and formality of complaint
practices, measured as the number of groups a station has
established complaint policies for. A third section,
entitled "Hypotheses 3 and 4," discusses the relationship
between market structure and usual form and method used to
communicate bpoth clearance and complaint practices. The
same format is used to discuss the relationship between
profitability and the usual form and method used to
communicate both clearance and complaint practices (the

section named "Hypotheses 7 and 8"), and organization size
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and the usual form and method used to communicate both
clearance and complaint practices (the section named
"Hypotheses 9 and 10").

One option in the policy form questions was if a
station's policies were communicated in the last NAB Code
(see question 12 in Appendix B). This option was
suggested by a previous study. Examination of
correlations suggested that the written and verbal
components were related, but this option unrelated to
both. It appeared that this option measured some distinct
quality apart from the other four, so it was dropped.

ss esis S

Hypotheses 1 through 10 were tested using regression
analysis. The final list of independent variables
included in the regressions were the predictors of primary
concern (market structure, profitability and organization
size) and two control variables (the average penetration
of direct broadcast substitutes and local advertising).
Regressions on the natural data, variables with outliers
reduced to three standard deviations and transformed
variables were used to test the hypotheses. Results were
similar, and often identical, regardless of the regression
analysis interpreted. However, all three are reported as

some variables were significant after transformation or
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bringing in outliers, but not before. Decision rules for
nine significance tests were used for Hypotheses 1, 3, 5,
7 and 9, and decision rules for six significance tests
were used for Hypotheses 2 and 6.

Regression analysis was not used for complaint
formality and the usual form and method of communication,
as each of these variables had less than five categories.
In those cases, T-tests were used. T-tests were also used
to demonstrate differences between categories of the
independent variables, where appropriate.

Hypotheses 11 through 14 were tested using analysis
of variance. Results were only reported when a
significant two way interaction was found. In that
instance, means and standard deviations were also
presented to see if variances increased or decreased as
predicted. T-tests were used to test Research Questions 1
through 8. If significant differences between market
structure types or profitability classes were found, the
argument could be made that distinguishing stations by
type or class was useful.

Hypothesis 1:

Hypothesis 1 predicts that as market concentration
increases, commercialization decreases. The average

amount of commercial and non-program time scheduled per
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hour of station-originated programming during early fringe
and prime access (3:00 to 7:00 or 4:00 to 8:00 p.m.), and
the average number of program length commercials scheduled
per month were the measures of commercialization.
Regression results are in the predicted direction but
significant only for program length commercials using
untransformed data (see Table 6). As market concentration
increased, the number of program length commercials
scheduled by stations decreased. Hypothesis 1 is weakly
supported.

Hypothesis 2:

Hypothesis 2 predicted that as market concentration
increases, the level of clutter decreases. Clutter was
measured using the average number of breaks per hour, and
the average number of consecutive non-program
announcements per break. Results are significant for all
three regressions for the number of commercial breaks as
expected (see Tables 6, 7, 8), and the independent
variables explained more than eight percent of the
variance. No relationship was found for the number of
consecutive non-program announcements. Hypothesis 2 is

partially supported.



167

TABLE 6

Regressions With Untransformed Variables

Penetration

.074

356%**

-.022

Independent Variables
DPependent Market Profitability Organization Substitute
Varigbles Concentration Index Size
Commercial
Time -.070 -.041 .122*
Non-program
Time Not significant
Program
Length L R R - .289%** .009
Commercials
Breaks - 1200 .285%%w -.006
Consecutive
Non-program Not significant
Announcements
Clearance
Hours .022 .029 .061
Policy
Areas -.001 .225% % 24170
Policy
Sources -.008 2L0% e .078

* p is less than .05
** p is less than .01
*** b is less than .001

N=476 (Minimum pairwise number of cases = 418.)

Local Adjusted

R Squere
027 .012*
L128%%  115%ew
.080  .086%*+

-.025  .125%e

-.035  .122%e
.057 055w
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TABLE 7
Regressions With Outliers Reduced to 3 Standard Deviations

nt Vi L
Pependent Market Profitability Organization Substitute
Varjables Concentration Index Size Penetration
Commercial
Time -.062 .061 12 hdd -.091 .012
Non-program
Time -.045 .103* .036 -.020 .061
Program
Length -.032 - 23400 .072 .108* .019
Commercials
Breaks -.120%* .285%** .002 -.079 .080
Consecutive
Non-program Not significant
Announcements
Clearance
Hours .01 -.014 .038 229*** - 006
Policy
Areas .000 218wer 245 ** -.000 -.029
Policy
Sources -.008 L2407 ** .080 .038 .057

* p is less than .05
** p is less than .01
*** p is less than .001

N=476 (Minimum pairwise number

of cases = 418.)

Local Adjusted
R Square

034 %*r

L0746

.086**

.050%*+

0 i ikl

.055%**
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TABLE 8
Transformed Regressions

Independent Variables

Dependent Market Profitability Organization Substitute Local Adjusted
riable: Concentration Index Size Penetration R Square

Commercial

Time -.067 .054 . 188w -.070 -.009 .033eww

Non-program

Time -.051 135+ .065 .004 .052 016+

Program

Length -.077 - 24LTHew -.039 .205% %+ .018 L1230we

Commercials

Breaks <. 129%* 285 .003 -.072 .080 .086 e

Congecutive

Non-program Not significant

Announcements

Clearance

Hours .031 .017 -.033 312*** - 050 L095%ew

Policy

Areas .002 2184w 249 .031 -.022 1250w

Policy

Sources -.008 < 240%** .081 .051 .057 055

* p is less than .05
** p is less than .01
*** p is less than .001

N=476 (Minimum pairwise number of cases = 418.)
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Hypothesis 3:

Hypothesis 3 posited that as market concentration
increases, the formality of clearance practices decreases.
The formality of clearance practices was measured using
the average number of hours devoted to clearance each week
(clearance hours), the number of policy areas or standards
a station has (policy areas) and the number of policy
sources a station usually consults when making advertising
policy decisions (policy sources). Advertising policy
formality was also measured using the usual form and
method both clearance and complaint policies were
communicated in. These are discussed in a section
entitled "Hypotheses 3 and 4" following Hypothesis 4.

Hypothesis 3 is not supported. No significant
regression results were found (see Tables 6, 7, 8).

Hypothesis 4:

Hypothesis 4 stated that as market concentration
increases, the formality of complaint practices decreases.
T-tests were used to test Hypothesis 4, as complaint
formality was not a continuous variable. Market structure
and complaint formality appear unrelated as stations in
all categories have complaint policies for two groups
(either viewers, advertisers, or interest or minority
groups) (see Tables 9 and 10). No significant T-tests

were found, so Hypothesis 4 is not supported.
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TABLE 9
Mean and Standard Deviation for the Number of
Formalized Complaint Policies by Market Structure
(1=least formal, 4=most formal)

Loose Tight Monopoly
Oligopolies Oligopolies Oligopolies Power

Mean 2.43 2.23 2.46 2.22
SD 1.71 1.76 1.64 1.68
TABLE 10

T-Tests Comparing Market Structure Categories
With Complaint Formality (One-Tailed Tests)

COMPARISONS T SIG DF
Complaint Formality

Loose Oligopolies/Oligopolies 0.98 .164 289.00
Loose Oligopolies/Tight Oligopolies -0.15 .440 233.00
Loose Oligopolies/Monopoly Power 0.82 .205 196.00
Oligopolies/Tight Oligopolies -1.12 .132 276.00
Oligopolies/Monopoly Power 0.02 .494 239.00
Tight Oligopolies/Monopoly Power 0.96 .169 183.00

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.
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Hypotheses 3 and 4:

Results regarding the usual form and method used to
communicate advertising practices (including both
clearance and complaint practices) will now be discussed.
Hypotheses 3 and 4 posited that as market concentration
increases, the formality of advertising practices
decreases. Verbal forms and methods of communication are
less formal than written forms. T-tests are used to test
these variables as they are not continuous. Most stations
communicated policies verbally, in both form and method.
The prediction that policies become more formal as market
concentration decreases is not supported.

Loose oligopolies had the most formal policy form, as
expected (see Table 11). Oligopolies unexpectedly had the
least formal policy form, with the implication that policy
formality and number of clearance hours is related.
Oligopoly stations spend the fewest hours clearing ads,
and loose oligopolists spend the most. Significant
differences between both categories are found for
clearance hours and policy form used most (see Table 12).

Although differences are not significant, the means
for communication method used most tend to suggest a more
concentrated versus less concentrated split. Stations in

less concentrated markets may communicate more formally.
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TABLE 11
Means and Standard Deviations for the Communication
Form and Method Used Most by Market Structure

(1=most formal/written,

Loose

4=least formal/verbal)

Tight Monopoly

Oligopolies Oligopolies Oligopolies Power

Policy Form Used Most

Mean 2.74 2.99 2.86 2.80

SD 1.16 1.07 1.06 1.09

communjcation Method Used Most

Mean 2.64 2.61 2.70 2.85

sD 1.11 1.16 1.15 0.96
TABLE 12

T-Tests Comparing Market Structure Categories With the
Formality of Advertising Practices (One-Tailed Tests)

COMPARISONS

Policy Form Used Most
Loose Oligopolies/Oligopolies

T SIG DF

=-1.65 .050* 222.00

Loose Oligopolies/Tight Oligopolies -0.74 .229 180.00

Loose Oligopolies/Monopoly Power -0.33 .372 152.00

Oligopolies/Tight Oligopolies 0.86 .194 218.00

Oligopolies/Monopoly Power 1.13 .130 190.00

Tight Oligopolies/Monopoly Power 0.35 .365 148.00
io t s o

Loose Oligopolies/Oligopolies

0.21 .418 216.00

Loose Oligopolies/Tight Oligopolies -0.32 .374 165.00
Loose Oligopolies/Monopoly Power -1.18 .119 141.00
Oligopolies/Tight Oligopolies -0.54 .293 209.00

Oligopolies/Monopoly Power

-1.40 .082 185.00

Tight Oligopolies/Monopoly Power -0.84 .202 134.00

*Denotes significance at the

+Denotes that a T-Test using
was used since the variances
Such tests are used whenever
for equality of variance are

indicated level.

a separate variance estimate
within groups appears unequal.
probabilities for the F-Test
"small". Consequently, the

Separate Variance Estimate T-Test was used whenever F-Test

Significance Levels were .10

or smaller.
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Hypothesis 5:

Hypothesis 5 stated that the more profitable a
station is, the greater its level of commercialization
will be. As profitability increased, the amount of
commercial and non-program time increased. Regression
results were not significant for commercial time, but were
significant for non-program time after the outliers were
pulled in and transformations made (see Tables 6, 7, 8).

The number of program length commercials decreased as
profitability increased, contrary to expectations.

Results were significant in all regression equations (see
Tables 6, 7, 8). Less profitable stations air more
program length commercials. So, Hypothesis 5 is weakly
supported.

Hypothesis 6:

Hypothesis 6 posited that the more profitable a
station is, the more cluttered its commercial breaks are.
Clutter was measured using the average number of breaks
per hour, and the average number of consecutive non-
program announcements per break. Results were significant
and as expected in all regressions for the average number
of breaks (see Tables 6, 7, 8). As profitability
increased, the number of commercial breaks increased.

More profitable stations tend to be more cluttered.
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However, results were not significant for the number of
consecutive non-program announcements, so Hypothesis 6 is
partially supported.

Hypothesis 7:

Hypothesis 7 stated that the more profitable a
station is, the more formal its clearance practices will
be. The number of clearance hours does not increase with
profitability. Results suggest that less profitable
stations spend more time clearing ads (see Tables 6, 7,
8).

However, results are as expected and significant in
all regressions for the number of policy areas and sources
(see Tables 6, 7, 8). More profitable stations tend to
have more policy areas and use more policy sources.
Perhaps this is why they spend less time clearing ads.
So, Hypothesis 7 is partially supported.

Hypothesis 8:

Hypothesis 8 posited that the more profitable a
station is, the more formal its complaint practices will
be. More profitable stations appear to have more
formalized complaint policies (see Table 13), and
significant t-tests support this conclusion (see Table

14) . Hypothesis 8 is supported.
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TABLE 13
Mean and Standard Deviation for the Number of
Formalized Complaint Policies by Profitability
(1=least formal, 4 = most formal)

More Less
Profitable Profitable
Complaint Policies
Mean : 2.45 2.07
SD 1.69 1.72
TABLE 14

T-Tests Comparing Profitability With Complaint Formality
(One-Tailed Tests)

COMPARISONS T SIG DF
o aint ie
More Profitable/Less Profitable 2.24 .012%* 474.00

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.
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Hypotheses 7 and 8:

We will now examine whether profitability affects the
form and method stations usually use to communicate their
advertising policies (both clearance and complaint
practices). Both hypotheses stated that as profitability
increases, the formality of advertising practices
increases. Inspection of means shows that results are in
the expected direction (see Table 15), but t-test results
are not significant (see Table 16). The hypothesized

relationship is not supported.

TABLE 15
Means and Standard Deviations for the Communication
Form and Method Used Most by Profitability
(1=most formal, 4=least formal)

More Less
Profitable Profitable
(o} o e ost
Mean 2.83 2.95
sSD 1.13 1.02
ion h U s
Mean 2.65 2.73

SD 1.11 1.12
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TABLE 16
T-Tests Comparing Profitability With the Formality
of Advertising Practices (One-Tailed Tests)

COMPARISONS T SIG DF
oli o e os
More Profitable/Less Profitable -1.02 .153 372.00
u tio [o) d Mos
More Profitable/Less Profitable -0.60 .274+ 192.87

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance

Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.

Policy form and the usual method of communication do
not seem to be strongly related to profitability, as most
stations communicate advertising policies verbally. The
implication may be that stations as a whole have a casual
approach to advertising clearance and complaint practices.
It may also be that stations do not perceive many ads to

be problematic, or the measures are inadequate.
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Hypothesis 9:

Hypothesis 9 stated that as organization size
increases, the formality of clearance practices increases.
Regression results generally supported the hypothesis, but
results were significant only for the number of policy
areas (see Tables 6, 7, 8). So Hypothesis 9 has only weak
support.

When organizations are categorized as larger (above
the mean) and smaller (the mean and below), Hypothesis 9
is supported for all three measures of clearance
formality. Larger stations have more formal clearance
practices. T-test results suggest that larger stations
spend more time clearing ads, have more policy areas, and
consult more policy sources (see Tables 17 and 18).

Larger stations may be more likely to promulgate new
policies when issues arise. They were more likely to have
a standard banning or restricting 900 phone numbers, with
66.7% (or 24 of 36) of stations having such a standard
being larger (X2 = 9.96, df = 1, sig = .0016, Cramer's
V/Phi = .15). Larger stations were also more likely to
have an Issue-Advocacy standard, perhaps promulgated in
response to the Fairness Doctrine's demise, with 60.7% (or
17 of 28) of stations having them being larger (X2 = 4.21,

df = 1, sig = .04, Cramer's V/Phi = .10).
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TABLE 17

Means and Standard Deviations for the Number of Hours
Devoted to Clearance, Number of Policy Areas, and
Number of Policy Sources by Organization Size

Mean
SD

Mean
SD

Mean
SD

Organization Size
(Sales and Traffic Departments)
Mean and Below Above Mean

3.55 5.92
5.81 9.72
11.35 13.66
4.59 3.71
4.80 5.24
2.68 2.95

Results support the notion that larger organizations

have formalized rules for dealing with concerns, even

recent ones.

Larger stations are probably asked to air

more types of spot and local ads, and must therefore have

more policies to deal with all types of problems.
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TABLE 18
T-Tests Comparing Organization Size
With Clearance Formality
(One-Tailed Tests)
COMPARISONS T SIG
s Devote e
Smaller Organization/
Larger Organization -2.88 .002+%*

um eas

Smaller Organization/

Larger Organization -5.98 .000+%*
Number of Policy Sources
Smaller Organization/

Larger Organization -1.68 .047%*

*Denotes significance at the indicated level.

DF

254.69

451.29

465.00

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels

were .10 or smaller.
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Hypothesis 10:

Hypothesis 10 posited that as organization size
increases, the formality of complaint practices increases.
Larger stations averaged significantly more complaint
policies (see Table 19 and 20). Results suggest that the
relationship between organization size and policy
formality should be considered in other broadcast

performance studies. Hypothesis 10 is supported.

TABLE 19
Mean and Standard Deviation for the Number of
Formalized Complaint Policies by Organization Size
(1=least formal, 4 = most formal)

Organization Size
(Sales and Traffic Departments)
Mean and Below Above Mean

Num] f Complaint Polici

Mean 2.14 2.63
SD 1.73 1.62
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TABLE 20
T-Tests Comparing Organization Size With Complaint Formality
(One-Tailed Tests)

COMPARISONS T SIG DF
Numl £ C laint Polici
Smaller Organization/

Larger Organization -3.02 .001* 465.00

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance

Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.

Hypotheses 9 and 10:

Hypotheses 9 and 10 posited that as organization size
increases, the formality of advertising practices
increases. There is support for a relationship between
organization size and the usual form of communicating
advertising policies. Examination of means supports the
notion that larger organizations communicate more formally
(see Table 21), although results were significant only for
the form policies were normally communicated in (see Table
22). However, results were in the expected direction for
communication method used most, and near significance.

The hypothesis that communication formality increase along

with organization size is partially supported.
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All results for policy form and method suggest that
it may be fruitful to test new or revised measures. Some
relationship seems to exist and it may simply be that
these measures need to be revised. However, it may also
be that such policies do not differ meaningfully from

station to station.

TABLE 21
Means and Standard Deviations for the Communication
Form and Method Used Most by Organization Size
(1=most formal, 4=least formal)

Organization Size
(Sales and Traffic Departments)
Mean and Below Above Mean

Policy Form

Mean 2.96 2.72

SD 1.06 1.13
mun io od

Mean 2.74 2.57

SD 1.10 1.13
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TABLE 22
T-Tests Comparing Organization Size
with the Formality of Advertising Practices
(One-Tailed Tests)
COMPARISONS T SIG DF
oli se ost

Smaller Organization/
Larger Organization 2.10 .018%* 366.00

Communjcation Method Used Most

Smaller Organization/
Larger Organization 1.40 .081 346.00

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance

Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.

Hypothesis 11:

Hypotheses 11 through 14 were tested using analysis
of variance and results and tables are presented only when
a significant two-way interaction is found. Hypothesis 11
posited that as market concentration and profitability
increase, the variance in commercialization decreases. 1In
other words, it was expected that the most profitable
stations in the most concentrated markets would be the
most commercialized, and the least profitable stations in

the least concentrated markets the least commercialized.
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Because more, and more different types of, stations may be
found in less concentrated markets, these stations should
vary more in how commercialized they are. No significant
two way interactions were found for commercialization.
Hypothesis 11 is not supported.

Hypothesis 12:

The predicted relationship of Hypothesis 12 was that
as market concentration and profitability increase, the
variance in clutter levels decreases. The underlying
assumption was that the most profitable stations in the
least concentrated markets would air the most breaks, and
the least profitable stations in the most concentrated
markets would air the least. No significant two way
interactions were found for the number of breaks, or the
number of consecutive non-program announcements.
Hypothesis 12 is not supported.

Hypothesis 13:

Hypothesis 13 predicted that as market concentration
and profitability increase, the variance in clearance
formality increases. Recall that the FCC expected more of
larger and more profitable stations in the deceptive
advertising area. Therefore, in smaller markets with
fewer competitors, differences were posited to be due to

individual differences in management commitment to
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clearance. This hypothesis was not supported as no
significant two way interactions were found for clearance
hours, the number of policy areas, or the number of policy
sources.

Hypothesis 14:

The predicted relationship of Hypothesis 14 was that
as both market concentration and profitability increase,
the variance in complaint formality increases. The
assumption was that greater differences in complaint
practices would be found in more concentrated markets as
differences in these policies would be based on individual
management philosophy. Recall that the FCC originally
expected more from larger and more profitable stations,
which are often found in less concentrated markets. So,
managers in more concentrated markets may be more likely
to follow their own consciences. However this hypothesis
was not supported as the two way interactions was not
significant.

Hypotheses 13 and 14:

The posited relationship here is that variance in
advertising policy formality (for both clearance and
complaint practice communication) increases along with
market structure and profitability. However, the two way

interaction was not significant, and it seems that
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stations vary little on the form and means of
communicating policies. Results suggest that most
stations simply communicate in the same fashion, or that
new and better measures need to be developed.

Research Question # 1:

Does commercialization vary by market structure type?
A very weak relationship may exist. Examination of the
means in Table 23 suggests that commercialization
decreases as market concentration increases. Some
significant T differences were found (see Table 24),
however commercialization was generally not significant in
the overall regressions (except for the number of program
length commercials using untransformed variables -- see
Tables 6, 7 and 8). T-results may only be significant
because other control variables were eliminated.

New regressions using the final list of independent
variables were run to determine if the T-test results
represented true differences. Market structure was
partitioned into the four market structure types and
twelve different regressions (four using untransformed
variables, four using variables with outliers reduced to
three standard deviations, and four using transformed
variables) were run on the three measures of
commercialization. That way, it could be determined if

commercialization varied by market structure type.
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TABLE 23
Means and Standard Deviations for Commercial Time,
Non-program Time, and Number of Program Length Commercials
by Market Structure

Loose Tight Monopoly
Oligopolies Oligopolies Oligopolies Power
ommerci ime

Mean 12:21 12:31 12:17 11:12
SD 5:09 4:03 4:02 3:09
Non-program Time
Mean 15:17 14:25 14:09 13:36
SD 7:15 5:23 4:09 4:16
Program Length Commercials
Mean 7 6 4 3
SD 14.3 10.1 6.9 2.8

only one regression, for loose oligopolies using
untransformed data on the number of program length
commercials, was significant. The suggestion is that
stations in the least concentrated markets air more
program length commercials. The relationship between
commercialization and market structure is very weak, at
best. Yet this weak relationship could grow stronger over
time. Program length commercials were banned before
deregulation so these results may represent a developing

relationship.
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TABLE 24
T-Tests Comparing Market Structure Categories
With Commercialization (One-Tailed Tests)

COMPARISONS T SIG DF
Commexcjal Time
Loose Oligopolies/Oligopolies 0.53 .297+ 221.29
Loose Oligopolies/Tight Oligopolies 0.89 .187 214.00
Loose Oligopolies/Monopoly Power 2.56 .005+* 174.41
Oligopolies/Tight Oligopolies 0.46 .324 245.00
Oligopolies/Monopoly Power 2.35 .010+* 161.47
Tight Oligopolies/Monopoly Power 1.74 .042+* 161.45
Less Concentrated (1O & OL)/

More Concentrated (TO & MP) 1.89 .030+* 395.79
Oligopolies (LO, OL, TO)/

Monopoly Power 2.76 .003+% 115.18
Non-program Time
Loose Oligopolies/Oligopolies 0.69 .245+ 195.32
Loose Oligopolies/Tight Oligopolies 0.89 .186+ 187.21
Loose Oligopolies/Monopoly Power 1.79 .038+* 176.70
Oligopolies/Tight Oligopolies 0.27 .394+ 237.90
Oligopolies/Monopoly Power 1.44 .075+ 158.98
Tight Oligopolies/Monopoly Power 1.19 .118 147.13
Less/More Concentrated 1.42 .078+ 422.91
Oligopolies/Monopoly Power 1.97 .025+* 119.85
Program Length Commercijals
Loose Oligopolies/Oligopolies 0.47 .319+ 204.14
Loose Oligopolies/Tight Oligopolies 1.92 .029+* 176.24
Loose Oligopolies/Monopoly Power 3.13 .001+* 135.03
Oligopolies/Tight Oligopolies 1.99 .024+* 261.77
Oligopolies/Monopoly Power 4.01 .000+* 205.37
Tight Oligopolies/Monopoly Power 1.88 .031+* 150.07
Less/More Concentrated 3.52 .000+* 424.15
Oligopolies/Monopoly Power 4.81 .000+* 402.10

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.
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Market structure was collapsed into two categories
representing less concentrated (loose oligopolies and
oligopolies) and more concentrated (tight oligopolies and
monopoly power) markets, and representing all oligopoly
categories vs. monopoly power. Again, the significant T-
results did not represent a relationship, as new
regressions for these categorizations using the final list
of independent variables were not significant.

Research Question # 2:

Do clutter levels vary by market structure type?
Examination of means in Table 25 suggests that as market
concentration increases the number of breaks decreases.
Differences were significant for all comparisons except
loose oligopolies and oligopolies (see Table 26).
However, results were not significant for the number of
consecutive non-program announcements. It appears that

the number of breaks varies by market structure type.
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TABLE 25
Means and Standard Deviations for the Number of Breaks and
Consecutive Non-program Announcements by Market Structure

Loose Tight Monopoly
Oligopolies Oligopolies Oligopolies Power

Mean 6.81 6.70 6.07 6.15
SD 1.90 1.88 2.14 1.89
Number of Consecutive Announcements

Mean 3.62 3.69 3.63 3.70
SD 2.32 1.48 1.18 3.70

Results suggest that market structure may be
categorized into two groups: less concentrated (loose
oligopolies and oligopolies) and more concentrated (tight
oligopolies and monopoly power markets), with increased
concentration accompanied by fewer breaks. A significant
T-Test provides support (see Table 26). Concentration
differences may be more meaningful between two categories
rather than four. Given the results for commercialization
and clutter, both dichotomous categorizations should be
considered in future studies to determine which is the

most useful.
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TABLE 26
T-Tests Comparing Market Structure Categories
With Clutter (One-Tailed Tests)

COMPARISONS T SIG DF
Number of Breaks
Loose Oligopolies/Oligopolies 0.47 .319 264.00
Loose Oligopolies/Tight Oligopolies 2.71 .003%* 221.00
Loose Oligopolies/Monopoly Power 2.25 .013%* 183.00
Oligopolies/Tight Oligopolies 2.47 .007%* 255.00
Oligopolies/Monopoly Power 1.97 .025%* 161.36
Tight Oligopolies/Monopoly Power -0.27 .395+ 174.00
Less Concentrated (LO & OL)/
More Concentrated (TO & MP) 3.37 .000* 440.00
Oligopolies (LO, OL, TO)/
Monopoly Power 1.58 .059 97.63
on-pro o
Loose Oligopolies/Oligopolies -0.28 .392+ 174.36
Loose Oligopolies/Tight Oligopolies -0.05 .481+ 170.20
Loose Oligopolies/Monopoly Power -0.27 .395+ 154.11
Oligopolies/Tight Oligopolies 0.33 .370+ 218.89
Oligopolies/Monopoly Power -0.06 .476 211.00
Tight Oligopolies/Monopoly Power -0.28 .390+ 96.96
Oligopolies (LO,OL,TO)/
Monopoly Power -0.46 .324 72.87

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.
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Acceptance of new time units instituted since the code's
demise may suggest the experimentation that the FCC
intended, but also a more cluttered environment since the
more time units a station accepts, the more cluttered its
breaks may appear. Examining individual time units
separately with market concentration supports the notion
that as market concentration increases, clutter decreases.

Less concentrated market stations seem more likely to
accept new units instituted since the NAB Code's demise.
The great majority of responding stations accept 15 second
spots (447 of 476, or 93.9 percent). When market
structure is dichotomized as more and less concentrated
and compared with acceptance of 15 second spots (Yes or
No), significance is achieved (X2 = 4.2, df = 1, sig =
.039, Cramer's V/Phi = .10, Kendall's Tau-C = -,048, sig =
.012). As market concentration increases, stations are
more likely to decline the 15 second spot. Therefore,
more concentrated markets may be less cluttered, and
clutter practices seem to differ between more and less
concentrated markets.

Most stations did not accept the 45 second time unit
(346 of 476, or 72.7 percent). Market structure in four
categories is related to acceptance (X2 = 10.48, sig =

.015, Cramer's V = .148, Kendall's Tau-C = -,.,107,
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sig = .009). As market concentration increases,
proportionately fewer stations accept 45 second spots.
Clutter practices seem to differ between categories.

Research Question # 3:

Do clearance practices vary by market structure type?
Results suggest the answer is no. Examination of means
suggests that market structure is weakly related to
clearance hours, but not as predicted (see Table 27).

Loose oligopoly stations averaged significantly more
clearance hours than oligopoly and monopoly power
stations, but not tight oligopoly stations (see Table 28)
In markets where there are many competitors, and very few
competitors, clearance plays a role.

Larger stations have full time broadcast standards
personnel which accounts to some extent for the mean in
loose oligopolies. Tight oligopoly stations may need to
spend more time clearing to insure that their advertising
and viewing environments are competitive. The large
standard deviation suggests that only certain stations do
so, perhaps representing a difference between
profitability classes. The large standard deviation for
loose oligopolies may also represent clearance differences
between stations in different classes, or the fact that

more stations are found in these markets overall.
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Market structure did not appear to be related to the
number of policy areas a station has, or the number of
policy sources a station uses. Examination of means
suggested that differences were due only to randomness
(see Table 27). T-tests confirm these suspicions (see
Table 28). No significant differences were found in any
comparison between market structure and the number of
policy areas used, nor the number of policy sources

consulted.

TABLE 27
Means and Standard Deviations for the Number of Hours
Devoted to Clearance, Number of Policy Areas, and Number
of Policy Sources by Market Structure

Loose Tight Monopoly
Oligopolies Oligopolies Oligopolies Power

Mean 5.68 3.84 4.87 3.72
SD 8.52 6.12 9.16 6.90
Number of Policy Areas

Mean 12.30 12.31 12.50 11.54
SD 4.23 4.47 4.42 4.79
Number of Policy Sources

Mean 5.05 4.96 4.81 5.08

SD 2.43 2.86 2.97 3.00
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TABLE 28

T-Tests Comparing Market Structure Categories

With Clearance Formality (One-Tailed Tests)

COMPARISONS

Hours Devoted to Clearance

Loose Oligopolies/Oligopolies
Loose Oligopolies/Tight Oligopolies
Loose Oligopolies/Monopoly Power
Oligopolies/Tight Oligopolies
Oligopolies/Monopoly Power

Tight Oligopolies/Monopoly Power

Number of Policy Areas

Loose Oligopolies/Oligopolies

Loose Oligopolies/Tight Oligopolies
Loose Oligopolies/Monopoly Power
Oligopolies/Tight Oligopolies
Oligopolies/Monopoly Power

Tight Oligopolies/Monopoly Power

Number of Policy Sources

Loose Oligopolies/Oligopolies

Loose Oligopolies/Tight Oligopolies
Loose Oligopolies/Monopoly Power
Oligopolies/Tight Oligopolies
Oligopolies/Monopoly Power

Tight Oligopolies/Monopoly Power

*Denotes significance at the indicated

T

1.99
0.67
1.72
-0.98
0.13
0.92

=0.02
-0.35
1.17
-0.34
l1.22
1.40

0.30
0.66
-0.06
0.41
-0.29
-0.58

level.

SIG

«024+*
.251
«043+*
«164+
450
.178+

.492
.363
.121
«366
.112
.081

.383+
«254+
476+
342
.386
.280

DF

203.58
213.00
168.82
150.18
222.00
164.68

289.00
233.00
196.00
276.00
239.00
183.00

283.61
213.12
129.53
276.00
239.00
183.00

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the

variances within groups appears unequal.

Such tests are

used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels

were .10 or smaller.
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Research Question # 4:

Do complaint practices vary by market structure type?
Results suggest that the answer is no. Complaint
practices do not vary by market structure type. Most
stations have complaint policies for dealing with two
groups (usually for viewers and advertisers, and less
often for minorities or special interest groups -- see
Tables 9 and 10).

Research Questions # 3 and # 4:

Research Questions 3 and 4 posit that the formality
of advertising practices, as measured by the form and
method of communication of both clearance and complaint
practices, varies by market structure type. Results again
suggest that the answer is no. Clearance and complaint
formality (measured as the form and method of
communication) do not vary by market structure type (see
Tables 11 and 12). However, these results may be due to
inadequate measures. Better measures may ultimately
reveal a relationship between market structure and
advertising policy formality.

Research Question # 5:

Does commercialization vary by profitability class?
The answer to this research question appears to be yes.

Results are in the expected direction for commercial time,
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but not significant (see Tables 29 and 30). More
profitable stations do schedule more non-program time and
differences are significant (see Tables 29 and 30). The
result that less profitable stations air significanfly
more program length commercials is interesting, as it
suggests that more and less profitable stations have
different advertising and viewing environments. Indeed,
type of commercialization seems to represent a means of

classifying stations.

TABLE 29
Means and Standard Deviations for Commercial Time,
Non-program Time, and Number of Program Length
Commercials by Profitability

More Less
commercial Time Profitable Profitable
Mean 12:38 11:26
SD 4:11 5:21
Nonprogram Time
Mean 14:59 13:52
SD 5:02 5:42
Number of Program
Lenath Commercials
Mean 3.5 10.1
SD 4.9 16.3
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Consider that certain types of advertisements may be
expected on more and less profitable stations. More
profitable stations air more commercial and non-program
time in general but fewer program length commercials.
Less profitable stations air less commercial and non-
program time but more program length commercials.
Advertisers learn which types of commercials stations,

possibly exacerbating environment differences over time.

TABLE 30
T-Tests Comparing Profitability With Commercialization
(One-Tailed Tests)

COMPARISONS T SIG DF
o rci e

More Profitable/Less Profitable 1.53 .064+ 215.57

Nonproaram Time

More Profitable/Less Profitable 1.96 .025%* 409.00

Number of Program

Length Commercijals

More Profitable/Less Profitable -4.58 .000+* 142.34

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.
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Research Question # 6:

Does clutter vary by profitability class? Results
suggest that the more profitable a station is, the more
cluttered its commercial breaks are when clutter is
operationalized as the number of breaks per hour. More
profitable stations schedule significantly more breaks
than less profitable stations (see Tables 31 and 32).
However, results for the number of consecutive

announcements are not significant.

TABLE 31
Means and Standard Deviations for the Number of Breaks and
Consecutive Non-Program Announcements by Profitability

More Less
m aks Profitable Profitable
Mean 6.88 5.59
SD 1.80 2.07
umb o iv
Nonprogram Announcements
Mean 3.67 3.47

SD 1.32 1.59
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TABLE 32
T-Tests Comparing Profitability With Clutter
(One-Tailed Tests)

COMPARISONS T SIG DF
umb o ks
More Profitable/Less Profitable 6.22 .000+* 222.36
of Consecutijv
Nonproaram Announcements
More Profitable/Less Profitable 1.18 .119+ 189.18

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance

Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.

Although the T-Test for the number of consecutive
announcements was not significant, Chi-Square results
were. When categorizing the number of consecutive non-
program announcements dichotomously as the mean and below,
and above the mean, less profitable stations were more
likely to exceeded the mean (X2 = 10.80, 4df = 1, sig =
.001, Cramer's V/Phi = .169).

Despite the fact that less profitable stations tend
to schedule fewer breaks, some may schedule quite a few
more consecutive announcements in them. This may be how

some less profitable stations compensate for clutter.
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Again, it appears that more and less profitable stations
may have different advertising and viewing environments.

Considering results for individual time units
suggests that the advertising and viewing environments of
more and less profitable stations differ in break
composition. Although most stations accept 15 second
spots, more profitable stations appear more likely to
accept them (X2 = 4.2, df = 1, sig = .039, Cramer's V/Phi
= ,10). In contrast, 20 second spots may be found more
often on less profitable stations (X2 = 9.96, df = 1, sig
= ,0016, Cramer's V/Phi = .15). Less profitable stations
also seem more likely to accept the 30 minute (X2 = 11.20,
df = 1, sig = .0008, Cramer's V/Phi = .159) and sixty
minute (X2 = 8.31, df = 1, sig = .0039, Cramer's V/Phi =
.138) time units.

Research Question # 7:

Do clearance practices vary by profitability class?
When clearance formality is operationalized as the hours
per week spent on clearance, no differences are found (See
Tables 33 and 34). Examination of means suggests that
less profitable stations tend to spend more time clearing
ads than more profitable stations, a finding contrary to

expectations.
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Differences in profitability classes are suggested
when formality of clearance is operationalized as the
number of formal policy areas a station has, and the
number of sources a station consults when making
advertising policy decisions. T-tests for both were
significant (see Table 34). Findings suggest that
managers at more profitable stations, having more
established policy areas and using more policy sources, as
a result tend to spend less time clearing ads than their

counterparts at less profitable stations (see Table 33).

TABLE 33
Means and Standard Deviations for the Number of
Hours Devoted to Clearance, Number of Policy Areas, and
Number of Policy Sources by Profitability

More Less
Profitable Profitable

Clearance Hours
Mean 4.25 5.25
SD 7.40 8.31
Number of Policy Areas
Mean 12.94 10.55
SD 4.09 4.80
Number of Policy Sources
Mean 5.35 4.05

SD 2.81 2.56
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TABLE 34
T-Tests Comparing Profitability With Clearance Formality
(One-Tailed Tests)

COMPARISONS T SIG DF
Clearance Hours

More Profitable/Less Profitable -1.24 .107 437.00
Number of Policy Areas

More Profitable/Less Profitable 5.17 .000+* 229.66
Number of Policy Sources

More Profitable/Less Profitable 4.72 .000% 474.00

*Denotes significance at the indicated level.

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the
variances within groups appears unequal. Such tests are
used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance

Estimate T-Test was used whenever F-Test Significance Levels
were .10 or smaller.

Results also suggest that more and less profitable
stations differ in their approach to clearance. More
profitable stations appear more likely to stay abreast of
FTC policy as required by the FCC before deregulation.
More profitable stations were more likely to consult FTC
publications when making advertising policy decisions (X2
= 8.04, df = 1, sig = .004, Cramer's V/Phi = .135).

More and less profitable stations also appear to

differ on clearance formality. Because more profitable
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stations have more formal policies their clearance time is
reduced. Less profitable stations may ban fewer types of
ads, and decide whether or not to accept them on a case-
by-case basis. Consequently, lower profits may force a
station to consider accepting ads they may not otherwise.
Again, the suggestion is that advertising and viewing
environments may differ.

The idea that more and less profitable stations may
be clearing different types of ads is supported by
responses to an open-ended question asking what other
policy areas stations have. Less profitable stations
seemed more likely to have policies banning or restricting
900 phone number ads (X2 = 6.73, df = 1, sig = .009,
Cramer's V/Phi = .127), suggesting that they may receive
more requests to air them. Standards banning or
restricting issue-advocacy advertising seemed the domain
of more profitable stations (X2 = 4.18, 4f = 1, sig =
.04, Cramer's V/Phi = .103).

Research Question # 8:

Do complaint practices vary by profitability class?
Significant results support the notion that more
profitable and less profitable stations differ on how
formal their complaint policies are (see Tables 13 and
14). Again, the suggestion is that different classes of

stations exist, based on profitability.
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Research Questions # 7 and # 8:

Clearance and complaint formality (as measured by the
usual form and method used to communicate advertising
policies) do not vary by profitability class. Results
were in the expected direction but not significant (see
Tables 15 and 16).

Summary of Hypothesis and Research Question Results:

Overall, study results suggest that some
relationships between market structure, profitability and
organization size, and commercialization, clutter,
clearance and complaint practices do exist. These
measures of performance therefore deserve future study and
clarification.

Results also support the notion that station managers
manipulate their advertising and viewing environments in
response to various concerns. Preliminary evidence
suggests that differences may exist between commercial
television market structure categories. Support was also
found for the notion that subclasses of stations exist
based on profitability and their advertising and viewing
environments may differ. Future research on these
questions will be discussed in the final chapter.

Market structure or concentration was a predictor for

some of the dependent variables. Hypothesis 1 was weakly
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supported and Hypothesis 2 was partially supported, as the
level of commercialization tended to decrease as market
concentration increased, and the number of breaks
decreased as market concentration increased. Both the
individual and combined Hypotheses 3 and 4 were not
supported, as advertising policy formality did not
decrease as market concentration increased. Neither
clearance formality, complaint formality, nor the usual
form and method of communication appeared related to
market structure.

Profitability was also found to affect some of the
dependent variables. Hypothesis 5 was weakly supported
and Hypothesis 6 was partially supported as the amount of
non-program time and the number of breaks increased along
with profitability. Hypotheses 7 was partially supported
and Hypothesis 8 was fully supported when tested
individually. The number of policy areas and sources, and
complaint formality, increased as profitability did. The
combined Hypotheses 7 and 8 were not supported as
communication formality did not increase with
profitability.

Hypothesis 9 was weakly supported and Hypothesis 10
was fully supported when tested individually. Larger

organizations seemed to have more formal advertising
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policies. Larger stations spent more time clearing ads,
had more policy areas, consulted more policy sources, and
had more formal complaint policies. The combined
Hypotheses 9 and 10 were partially supported as the policy
form used most by larger organizations was more formal but
only in the expected direction for the method used most.
Hypotheses 11 through 14 were not supported, as market
concentration and profitability did not have a joint
effect on the dependent variables.

It appears that commercialization and clutter may
vary by market structure, but clearance and complaint
practices do not. Commercialization differences seem to
exist between profitability classes. More profitable
stations air more commercial and non-program time, and
less profitable stations air more program length
commercials.

More profitable stations are more cluttered as they
air more breaks than less profitable stations. The notion
that the different profitability classes have different
advertising and viewing environments was also supported.
More profitable stations are more likely to accept 15
second spots, and less profitable stations are more likely
to accept 20 second spots, and 30 and 60 minute program

length commercials.
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Less profitable stations tend to spend more time
clearing ads, contrary to expectations. More profitable
stations have more policy areas and consult more policy
sources which may explain why they spend less time
clearing ads. Results also suggest that the profitability
classes may air different types of ads.

More profitable stations tended to have more formal
complaint policies. Although results were not
significant, more profitable stations also used more

formal means for communicating advertising policies.
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CHAPTER VI
DISCUSSION

The Federal Communications Commission deregulated
commercial television to encourage licensee
experimentation. It is unclear if the FCC directly
considered whether this would affect the quality and
quantity of commercial information available to consumers.
It is also unclear whether the FCC really considered if
sales managers, who must meet sales performance goals to
keep their jobs; are truly concerned with the public
interest when de¢iding how many ads to schedule, and which
ads to accept.

By eliminating log-keeping and ascertainment, the FCC
has made it difficult to determine what the effect on the
consumer information marketplace might be. Indeed, the
present study relies on self-reports of station policies
and conduct. The quality of the results is directly
related to the veracity of the aQerage respondent.

How did managers use their new freedoms with this
underlying profit maximizing reality in mind? The average

amount of commercial time aired per hour was 12:15, below
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both the NAB Code and FCC guideline, supporting the
argument that excessive commercialization would not occur
after deregulation. Findings here mirror those existing
before deregulation, that only a small minority exceed the
guidelines (18 of 426 responding, or 4.2 percent).1 Most
stations do not wish to alienate viewers, advertisers, or
the FCC. However, some managers are apparently
unconcerned with the effects overcommercialization may
have on the quality of consumer information.

The same appears true for the old NAB Code guideline
for non-program time. The average amount of non-program
time aired per hour is 14:25, about one and a half minutes
under the old standard. Yet 17.7 percent exceeded the old
guideline (73 of 411 responding), again suggesting that a
some managers consider profits before the public interest.

The average station in the sample airs 5 program
length commercials per month. That translates into
anywhere from two-and-a-half to five hours per month, or
roughly an extra hour of commercials per week, or an extra
8 or 9 minutes per day, or 45 seconds per hour (in a 20
hour broadcast day). Viewed in this fashion, it seems
that stations are trying out the new time unit fairly

responsibly as a whole. By adding this to the non-program
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time average, it translates to a little more than 15
minutes of non-program time per hour, still below the old
NAB Code guideline.

However, 13 of 453 stations responding (or 2.8
percent) aired 35 or more program length commercials per
month. Viewed another way, 3.7 percent of the stations
which actually accept program length commercials (or 13 of
347) air 35 or more per month. Some of these programs may
be for baldness cures, real estate deals or other
investment schemes. This finding again suggests that a
minority of broadcasters may not be experimenting in a
responsible fashion.

Stations are scheduling fewer breaks than suggested
by the former NAB Code, with the average station airing
about seven per hour, and the most common response being
eight. The average break includes four spots. The
average station accepts seven time units, including spots
and program length commercials. Although the length and
composition of those four-spot breaks may be quite
different, it appears that the average station is trying
to keep its airwaves from becoming too cluttered.

However, about 50 managers left only the response to
the number of consecutive non-program announcements blank.

Pretesting indicated that this question was not difficult
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to understand or complete. Perhaps some managers found
this difficult to estimate, although over 400 did not, and
others were forthright in providing answers which clearly
exceeded o0ld standards. At any rate, clutter is, or is
becoming, a concern, and the problem may be worse than
results indicate. There is clearly a need to tape
programming off the air and count the number of
commercials per break, and the number of breaks per hour,
independently.

Evidence suggests that most stations are willing to
accept new time units. Most stations accepted program
length commercials and 15 second spots, while most
declined 45 second spots. Although stations tend to
respond the same way, a significant minority went against
the tide in each instance. Either individual decision
making is occurring, or some stations are not asked to air
the new time units.

Results reveal that the average station has 12 policy
areas or standards, consults about five sources when
making advertising policy decisions, has complaint
policies for at least two groups, spends about five hours
a week on clearance review, and conveys advertising
policies and decisions verbally to employees. Stations

apparently make some effort to screen deceptive ads.
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Most stations do not have formalized advertising
policies. Regarding the form most policies were in, only
66 stations reported having policies codified in a manual,
56 had mostly written policies, 113 mostly used memos, and
139 conveyed policies verbally. Regarding the
communication method used most often, 87 stations required
their employees to read them, 34 encouraged them to, 139
communicated them through staff discussions, and at 94
stations the supervisor told each employee individually.
Thus, the average station "stores" and "communicates" its
policies verbally.

For most stations, the sales manager is responsible
for deciding whether or not to accept advertisements for
broadcast on a day-to-day basis. Very few had a broadcast
standards director responsible for clearance (13); only
very large ones had such a director. The largest stations
are still apparently concerned with the higher
expectations the FCC once had, as they have not eliminated
this position.

It appears that most stations still follow the old
commercialization and clutter guidelines and have kept at
least some of their clearance and complaint practices on
the books. However, there are a number of other findings

which have implications for professionals and scholars in
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various fields. Let us now consider how study results may
be useful to the industry, mass media economic
researchers, mass media policy researchers, and
organizational researchers.

Implications of the Study:

Implications for Industry:

The study provides an overview of what practices are
typically used by stations throughout the country.
Managers can compare results to the practices and policies
used at their own stations to discern their own level of
commitment to the public interest. Over 200 respondents
requested a copy of the results to do so, as this idea was
suggested in the explanatory letter.

The finding that larger stations appear more likely
to promulgate new policies may suggest to managers in
smaller markets what concerns they may eventually be
dealing with. A few stations reported having policies for
900 telephone number "social phone line" ads, late night
strip club ads, contraceptive advertising, alcohol or lite
alcohol ads, financial or investment advertising, hair
loss advertising, weight loss advertising, adult products
and services advertising, and competitive advertising
(e.g. ads for programming or features in other media).

Managers at smaller market stations may wish to consider
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establishing policies for, or simply thinking about, these
types of ads and what restrictions or guidelines they
might impose.

The study also provides a gauge for other agencies
and groups to see how useful their counsel is to
broadcasters. One organization contacted the researcher
for permission to use the results to demonstrate that it
is an important commercial adviser to the business
sector.? Results may also be used in the same fashion by
other groups, or to suggest new policy sources for
broadcasters to contact when making policy decisions.

An important finding for industry is that stations
having more policy areas tended to spend less time
clearing ads. Busy managers should consider taking the
time to establish and formalize policies, as it may make
clearance decisions more efficient over the long term.
Communicating these policies to all employees involved in
clearance may make overall station operation more time
efficient as well.

Broadcasters need to consider what the long term
effects of deregulation may be, and what the collective
results of their experimentation will be on the quality

and quantity of commercial information. A few
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broadcasters appear to be responding irresponsibly. What
actions need to be taken by industry members to correct
this problem? Study results may at least be used as an
example to demonstrate to some managers that their conduct
is unlike the majority's.

Finally, the commercial broadcasting industry must
consider whether it is in the public interest for managers
to remain responsible for clearance. Again, this is not
intended as a comment on the ethics of the typical sales
manager. But it is a reality that sales managers must
meet performance goals to keep their jobs and earn raises.
This represents a genuine conflict of interest that would
be difficult for anyone to reconcile.

Any resolution with a realistic chance to succeed
must be spearheaded and supported by management.
Recognition of and changes implemented to correct this
concern would show that the industry was truly concerned
with the public interest. More importantly, meaningful
action without prodding from the government and the public
would clearly demonstrate genuine industry concern for the
content of commercial information. Action of this type is
strongly recommended, before public criticism makes a

response appear to be in the industry's self-interest.



224

Implications for Mass Media Economic Research:

The study also has important implications for
economic research. It expands the analysis of commercial
television performance to include advertising variables
like commercialization, clutter, clearance and complaint
practices. The national scope of the study reinforces
that these practices can be measured and provide useful
results.

There are important findings for economic researchers
to consider. The first is that the underlying market
structure of commercial television apparently varies
enough to result in some performance differences. Market
structure may also affect other performance variables as
well. It should therefore be included as an independent
variable in economic assessments of broadcast performance
in the future.

Ideally, researchers should consider what the best
categorization for market structure may be, for
explanatory and possibly regulatory purposes. Should
market structure be divided into two or four categories?
It was useful to categorize it both ways in this study.
In fact, in many of the "more/less" concentrated
dichotomies, near significance was achieved for the

categorization by four categories.
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It seemed that the four structure categorization was
useful because the combination of deregulation and the
greater degree of competition in some markets seemed to
result in experimentation over the past few years. It
also suggests that more change may occur as competition
intensifies, suggesting that the four category structure
may ultimately be the most useful. Indeed, starting with
the dichotomous categorization, finding significance
there, and then testing four categories seems a prudent
way of approaching tests of market structure in the
future. However, future research should continue to
consider new categorizations.

It seems advisable to calculate the Herfindahl-
Hirschman Index using the ADI Viewing Allocation Report if
the intent is to divide market structure into categories.
Concentration levels varied 902 to 3361, with the average
index 1751 (or in the oligopoly category), and slightly
below the indicator for significant concentration (1800).
It may be difficult to obtain this degree of concentration
difference if outside signals are not included. Future
research should compare indices calculated from this
report and from individual market reports to see if

results differ.
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Another important finding is that theoretical
precedents previously used in broadcast economic research
are apparently correct. Factors proposed to represent
market size (prime time rate, early fringe rate, net
weekly circulation, cable penetration, VCR penetration and
organization size); and profitability (broadcast band,
network affiliation and rank), suggest that the
traditional theoretical conceptualizations of these
variables are correct, and that distinct qualities are
being measured. The choice of which indicator to use is
simply dictated by theoretical considerations.

Yet it may also be argued that the implication of the
principal components and factor analyses is that the
measures of market size and profitability need to be
reassessed. Given the changing nature of the broadcast
marketplace, traditional operationalizations may need to
be reconsidered. For example, could the size variables
actually represent profitability, and the profitability
variables actually represent product differentiation? The
importance of new broadcast substitutes like cable and
VCRs may make differences in signal quality and program
offerings on commercial stations more noticeable to
viewers. Future research should consider if these

traditional operationalizations are valid.
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Results support the proposal that stations manipulate
the study variables to develop a quality image to make
their commercial time more attractive to advertisers and
viewers. More profitable stations air more commercial
time, and more non-program time to remind viewers to watch
their quality programming. More profitable stations also
schedule more breaks, but have more formal clearance
practices to compensate. Complaint practices are more
formalized, perhaps to insure that stations stay abreast
of how viewers and advertisers perceive their
environments.

The notion that stations are aware of their own, and
their competitors, advertising and viewing environments
was supported by the finding that about 84 percent of
responding managers saw an ad they declined air on another
market station. This represented an attempt to
operationalize knowledge of competitive environments. The
measure suggests one approach to confirming the existence
of knowledge, and ultimately cooperation, among
oligopolists.

Future research is needed to replicate these findings
and examine what other aspects of the advertising and
viewing environments may be manipulated. Research might

examine if environments vary by program type
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(qction/adventure, situation comedies, etc.), or time
period (early fringe vs. prime time, morning vs. afternoon
soaps, etc.). It also seems fruitful to discern if and
how the networks manipulate their environments, and if
those findings are similar to environments found in local
markets. Studies could also compare the national
commercial television networks with cable networks to see
if findings mirror those for more and less profitable
stations at the local market level.

More and less profitable stations may manipulate
their environments differently to make them more
attractive to different segments of advertisers and
viewers. More profitable stations as a class generally
air more commercial and non-program time, but air
relatively few program length commercials. They average
more breaks per hour than their less profitable
counterparts, but accept fewer time units, so their breaks
probably appear less cluttered. Specifically, more
profitable stations are more likely to accept 15 second
spots, and less profitable stations are more likely to
accept 20 second spots and 30 and 60 minute time units.

Future research might also examine if different
program length advertisers appear on more and less

profitable stations. Since more profitable stations air
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fewer program length commercials, they may decline some
types that less profitable stations accept. Perhaps more
profitable stations decline program length commercials for
baldness cures while less profitable stations cannot.

This may explain one difference between classes.

More profitable stations have more formal clearance
and complaint policies, and seem more likely to stay
abreast of FTC policies. They consult more policy sources
when making advertising policy decisions, have more
standards, are more likely to express those standards more
formally, and seem more likely to promulgate new standards
when new issues arise. It seems that managers at less
profitable stations must spend more time clearing ads as a
consequence of their less formal policies. Future studies
should examine whether this is true.

New advertising problem areas also appear to vary by
class. More profitable stations were more likely to have
standards banning or restricting issue-advocacy
advertising, and less profitable stations were more likely
to have a standard for 900 phone number ads. Future
research should confirm this hypothesis and examine if
other types of advertising vary by subclass. Findings
might illuminate that segments of viewers obtain

commercial information of higher or lower quality.
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More and less profitable stations may therefore be
thought of as fairly distinct quality and price classes,
with product differentiation manifested as differences in
commercialization and clutter, and clearance and complaint
practices. More profitable stations probably compete with
each other for a segment of viewers and advertisers rather
than with less profitable stations, and vice versa.
Station competition may be more intense among class
members rather than between them. Future research should
seek to confirm this, and discern how competition differs.

Interestingly, with similar viewing and advertising
environments within classes, price competition can be
avoided. Distinct price differences between subclasses
may be found, and a price war in the "more profitable"
class could conceivably temporarily steal business from
less profitable stations. It would be interesting to see
if such an effect actually occurs.

It would also be interesting to see if a significant
number of different advertisers buy time on stations in
different classes. If more advertisers of a
"questionable" nature buy time mostly on one class, and a
certain segment of viewers were linked to that class,
future research might have important implications for the

quality and quantity of commercial information for some
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groups. For example, if people in lower socio-economic
classes watched programming like "The Morton Downey, Jr."
show on less profitable stations which carried more
program length commercials for baldness cures and real
estate deals, 900 phone number ads, and late night strip
ads, how might the quality of the commercial information
they receive compare to other viewers preferring
programming on more profitable stations?

If this knowledge gap were supported and if image
differences were found, they could be defined more
clearly, and their effect on profitability studied.
Classes could then be studied over time to see if the
presence of a certain type of advertising or viewing
environment leads to financial failure or station
closings. For example, if less profitable stations
attract viewers of a lower socio-economic status and
questionable advertisers, will it be harder for such a
station to survive? Viewers with little expendable income
are not relatively attractive to advertisers. If the
advertising and viewing environments between classes
become more distinct over time, it may worsen the image of
less profitable stations, making it more difficult to

return to a profitable state.
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Consider this assertion along with the suggestion
that local stations may eventually suffer the same fate as
local newspapers, with new technologies taking business
away from them. Competition from cable, for example, may
make being the number three (or lower) station in any
market dangerous.3 This danger may be exacerbated by an
unattractive advertising and viewing environment, making
failure more likely. Future research should test this
thesis.

Results of this study demonstrate that more complete
assessments of station performance should be conducted.
These measures of advertising should be considered with
traditional programming or public interest performance
variables in the future to provide a more comprehensive
picture of station performance. 1Is superior performance
in programming correlated with superior performance in
advertising? Do stations that program more public
interest programming also air fewer commercials? Do
stations that air more "trash television" air more program
length commercials?

More importantly, do stations manipulate program
types and advertising to create a more comprehensive
"programming environment?" Is the advertising environment

simply one aspect of the total environment a station
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presents to viewers and advertisers? Because of this
study, the basis now exists in broadcast economic research
to begin testing this hypothesis.

Future research should also discern if class
membership is a function of the type of advertising.

Given the suggestion that class membership is based on
profitability, other classes might also exist. The spot
market may be considered a classification of stations
nationwide, with attractiveness varying by individual
market quality and station profitability. Future research
should consider this assertion, and consider if other ways
of classifying stations might be found.

Factor analysis results also suggest that the type of
advertising is easily included in future studies. Recall
that both Spot and Local advertising loaded on one factor.
The type of advertising could be easily included in
comprehensive performance studies as a control.

Results of the factor analysis also suggest that one
theoretical precedent needs to be reconsidered. Net
Weekly Circulation apparently should be used as an
indicator of market size, not profitability, as the factor
analysis suggested it may be the best size measure.

Future research should examine this assertion.
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Results of the principal components analysis suggest
that market concentration alone may not be a suitable
measure of how competitive a market is. It may be useful
to develop an index incorporating market quality and/or
other related variables, as well as market concentration,
to create a more complete picture of market competition.
Future research should examine what other variables or
indices might be useful for portraying broadcast markets
more accurately.

The study also suggests that Rank should be used as a
profitability indicator in the future. Station shares
were converted into a ranking and entered as a continuous
variable in the regression equations. This same measure
should be tested again in future studies. Whenever
possible, researchers having a large sample and multiple
predictors might run a factor analysis to confirm or
refute the underlying theoretical structure discussed in
this study. It might help to establish certain variables
as the preferred measures for certain research situations.
It may also help to discern whether the size variables are
actually better indicators of profitability.

Researchers should also inspect their data for
violations of normality. Although results were not

meaningfully altered by transforming the skewed variables
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or bringing in outliers for regression analysis, such a
problem could conceivably happen in future studies.
Researchers should at least be aware of such a possibility
and guard against it.

Implications for Mass Media Policy Research:

The study also has important implications for mass
media policy researchers. Results suggest that stations
are to some extent fulfilling the FCC's intent to
encourage experimentation and individual decision-making.
Stations are indeed scheduling program length commercials
differently, for example. However, within this realm of
experimentation, the FCC also requires licensees to take
all reasonable measures to eliminate deceptive
advertising, and avoid abuses with respect to the total
amount of time devoted to advertising continuity as well
as with which regular programs are interrupted for
advertising messages.

Given these guidelines, let us reconsider licensee
performance. Regarding commercialization and clutter,
most stations are not exceeding the commercial time, non-
program time, and clutter guidelines. The conclusion is
that the quantity of information in the commercial
marketplace has not increased to unacceptable levels thus

far.
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Most stations indeed have advertising policies, with
the average station having 12 formalized advertising
policies. The breakdown of policy areas that stations

have standards for is (see Table 35):

TABLE 35
Station Advertising Policies
(N = 476)
Policy Area Percent Having Number Having
Policy Policy
Political Advertising 96.6% 460
Product Protection 85.1% 405
Contests & Games 84.7% 403
Movie Trailers 82.8% 394
Mail Order/Direct Selling 80.0% 381
Product Acceptance 79.0% 376
Issue Advertising 78.6% 374
Copy Acceptance 78.4% 373
Contraceptive Advertising 77.9% 371
Children's Advertising 69.1% 329
Bait & Switch 67.4% 321
Time Standard 67.4% 321
Interruption 62.8% 299
Guarantees 49.6% 236
Free Offers 48.9% 233
Medical Products 46.4% 221
Demonstrations 25.8% 123

The average station consults about five sources when
making advertising policy decisions. The breakdown of

policy sources that stations consult is (see Table 36):
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TABLE 36
Station Policy Sources
(N = 476)
Policy Source Percent Usually = Number Usually
Consulting @ Consulting

Station Policies 75.6% 360
FCC Publications 66.0% 314
Former NAB Television Code 61.6% 293
National Association of

Broadcasters 55.5% 264
Group Owner 42.0% 200
FTC Publications 39.5% 188
Local or State

Consumer Agency 34.0% 162
Better Business Bureau 31.3% 149
Network 26.5% 126
Network Code 19.3% 92
Group Code 17.9% 85
BBB Code of Advertising 14.3% 68
BBB Ad Review Committee 6.9% 33
NAD/NARB Case Reports 6.7% 32

Given the different number and frequency of policies
and sources, the preliminary suggestion is that clearance
formality differs and experimentation may have occurred.

The same may be said for complaint policies, and most
stations have complaint policies for at least two groups.

The breakdown for complaint policies is (see Table 37):
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TABLE 37
Station Advertising Complaint Policies

(N = 476)

Complaint Group Percent Having Number Having
Policy Policy

Viewers 66.4% 316
Advertisers 59% 281
Interest Groups 55% 260
Minority Groups 54% 257

At most stations, the sales manager is responsible
for clearance review (or deciding whether or not a station
will accept an ad for broadcast), and he/she averages
about five hours per week doing so. About 84 percent of
responding managers saw an ad they declined to accept for
broadcast air on another market station. Most managers
also convey advertising policy decisions verbally.

Now consider clearance review in the sense of
determining an advertiser's (and/or an ad's) reliability
and reputation. Although the average is about 5 hours a
week, at 283 stations (or 64.5 percent) 2 hours or less is
spent on clearance; at 67 (or 15.2 percent) between 3 and
5 hours is spent; and only at 89 stations (or 20.3
percent) is over 5 hours spent. The modal response was
one hour.

What does the sales manager do to determine

reliability and reputation? He views the ad, calls the
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advertiser with questions, thinks about his decision for a
few minutes, and perhaps views the ad again with the
general manager and chats with her about it before making
his final decision. If there is only one questionable ad
per week, then 2 hours or less might be all a reasonable
consideration takes.

The common feeling among respondents was that most
ads are not a problem, and do not require special
consideration. Telephone conversations during the pretest
period, and a few notations in open-ended responses
support this. 1In addition, advertisers or their ad
agencies often alert them to questionable ads.

It may be true that most ads are truthful. However,
busy sales managers may send a subconscious message to
subordinates: do not send me an ad for review unless its
really necessary. Thus, many questionable ads go
unscreened. Finally, it may be that the definition of a
questionable ad is not the same for a sales manager and
the average viewer.

And in another sense, it can be argued that deciding
upon an advertiser's reputation or an ad's veracity in two
hours or less is a rather superficial examination. The
average sales manager obviously must make these decisions

rather quick].y.4 How extensive a background check can you
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conduct in 2 hours or less? Can you do a comprehensive
job of investigating or substantiating a claim in two
hours? One might reasonably argue, "no."

Therefore, when considering experimentation in the
realm of taking reasonable steps to eliminate deceptive
advertising, performance appears to be fair or poor.
However, as the FCC did not seriously enforce this policy
before deregulation, results may not indicate a
deterioration in performance. And if the belief that most
ads are accurate is true, performance may actually be
good.

Future research should examine clearance practices
more thoroughly to determine if they indeed screen
deceptive ads. Practices could be compared with the type
of ads that actually air on a station. If deceptive ads,
or a significant number of questionable ads (i.e.,
baldness cures) are found on a certain station, perhaps
their clearance practices might be found to be less
formal.

The FCC once required stations to have at least one
person responsible for keeping abreast of FTC policies on
deceptive advertising. Although not a direct test of this
requirement, 39.7 percent (188 of 473) of responding

stations usually consult FTC publications when making
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advertising policy decisions, while 60.3 percent do not.
It appears that stations are no longer making a serious
effort, if any, to stay informed about deceptive
advertising, assuming that they did so before
deregulation.

The finding is ominous when one considers that
stations were required to familiarize themselves with the
charges when an ad is the subject of an FTC complaint, and
responsibly decide whether to air it. If these stations
"usually" do not consult FTC publications "for advice when
making advertising policy decisions, "> one must wonder if
they know when an ad is the subject of a complaint.

A significant minority of stations did not consult
FCC publications when making advertising policy decisions.
Of the 473 stations responding, 33.4 percent (or 158) did
not consult FCC publications, while 66.6 percent did. The
implication is that: a) a third know FCC policies "by
heart," b) a third simply telephone the FCC when they have
a question, c) a third no longer consider (or never
considered) relevant FCC policies when experimenting, or
d) a third do not find FCC policies useful or relevant.

Future research should discern if these or other
reasons explain why so many stations do not consult FCC

publications when making advertising policy decisions. 1If
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a third of stations have truly abandoned FCC guidance
since deregulation, one must consider what the effect of
this may be, and whether it is in the public interest.
One must also consider how useful FCC guidance really is.
Are these stations ignoring the FCC because they usually
find better advice elsewhere?

An underlying assumption of the study is that the
presence of a policy results in superior performance in
that area. This assumption can be tested. For example,
321 stations (or 67.4 percent) reported having a time
standard, and 155 (or 32.6 percent) did not. Did those
321 stations actually schedule less commercial time? Were
the differences significant?

Stations having a time standard average more
commercial (14:36 vs. 13:22) and non-program (14:42 vs.
14:22) time, but fewer program length commercials (5.0 vs.
6.5). These differences were not significant (see Table
38) . The presence of a policy appears to represent
slightly poorer performance on the traditional measures of
commercialization and better performance for program
length commercials. However, as the commercial average is
not above FCC guidelines, the policy may actually improve
performance in the sense that it prevents a profitable

station that could sell more time from doing so.
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TABLE 38

T-Tests Comparing Performance of Stations
Having/Not Having Advertising Policies

(One-Tailed Tests)

COMPARISONS

Time Standard

Commercial Time
Does Not Have/Does Have

Non-program Time
Does Not Have/Does Have

Number of Program Length Commercials
Does Not Have/Does Have

Interruption Standard

Number of Breaks
Does Not Have/Does Have

Number of Consecutive Announcements
Does Not Have/Does Have

Copy Acceptance Standard

Number of Clearance Hours
Does Not Have/Does Have

sta io

Number of Clearance Hours
Does Not Have/Does Have

*Denotes significance at the indicated

T

=-0.92

-1.20

-1.19

=0.57

-1.91

-1.47

level.

SIG

179+

115+

.072

.116

.286

«029+*

.071+

DF

362.96

335.52

451.00

440.00

194.96

184.46

329.45

+Denotes that a T-Test using a separate variance estimate
(rather than pooled variance estimate) was used since the

variances within groups appears unequal.

Such tests are

used whenever probabilities for the F-Test for equality of
variance are "small". Consequently, the Separate Variance
Estimate T-Test was used whenever F-Test Significance Levels

were .10 or smaller.

f
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Clutter performance may also be assessed.
Interruption standards existed at 299 stations (or 62.8
percent), but 177 (or 37.2 percent) did not have them.
Stations with standards averaged more breaks (6.64 vs.
6.34) and more consecutive non-program announcements (3.70
ve. 3.58), but differences were not significant (see Table
38). Results again suggest that performance is slightly
worse on stations having policies. Yet these policies may
prevent true violations, as the actual number of breaks
and consecutive non-program announcements is below or
meets old Code recommendations, respectively.

The FCC also suggested that stations should review
prospective copy. Most stations (78 percent, or 373) had
a copy acceptance standard, while only about 22 percent
(or 103) did not. Stations having a standard spent
significantly more time clearing ads (4.86 hours) than
stations that do not (3.38 hours) suggesting that the
presence of a standard results in superior performance
(see Table 38).

The FCC also noted that where there are grounds for a
significant complaint, a station should call for
substantiation of any factual claim. About 43 percent (or
205) of respondents have a substantiation policy, while

about 57 percent (or 270) do not. Stations having a
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policy tend to spend more time clearing ads (5.19 vs. 4.06
hours), although differences are not significant (see
Table 38).

It appears that the presence of policies can be
beneficial, and possibly prevent abuses. Earlier findings
suggest that stations with policies also save themselves
clearance time, so the adoption of standards seems useful.

The question of responsiveness to community concerns
since the demise of ascertainment may be indirectly
examined through existing station advertising complaint
policies. Viewer complaint policies were found at 66.4
percent of responding stations (or 316), but not at 33.6
percent (or 160). Advertiser complaint policies exist at
59 percent (or 281 stations), but not at 41 percent (or
195). About 55 percent (or 260) had interest group
complaint policies, while 45 percent (or 216) did not.

And 54 percent (or 257) had minority group complaint
policies, while 46 percent (or 219) did not.

More than half of responding stations had policies
for each group, suggesting that many are concerned with
complaints. Station commitment most likely varies by the
actual procedures used, and how serious stations actually
are in implementing responses to those complaints. Future
research should examine the characteristics of those

policies, and how they differ by group.
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Finally, one must consider whether deregulation is in
the public interest, and whether the marketplace regulates
advertising effectively. In the sense that clutter and
commercialization have not increased significantly since
deregulation, the conclusion is yes.

However, the study has raised a number of new
questions about advertising clearance and complaint
practices. More profitable stations seem to be performing
better in these areas. Are different practices used by
more and less profitable stations? Are different
procedures actually the cause of these differences? Will
this superior performance continue in the future? Should
these stations be regulated differently?

In addition, related questions were dropped because
pretesting indicated the questionnaire had to be shortened
to receive an adequate response rate. Important questions
to consider in future studies include: a) Do stations
investigate prospective advertisers, especially those
whose reputations they question? How do they conduct such
an investigation? b) Do stations take reasonable steps to
assure an advertiser's reliability, reputation, and
ability to fulfill promises made to the public, especially
those of questionable character? If so, what steps do

they take? c) Do stations have any special safeguards or



247

procedures they use when preparing copy in-house, and/or
promoting themselves? Do most stations have safeguards?
Are they similar? and, d) Are stations aware of what
present deceptive advertising requirements are, and how
those violations are prosecuted? Are these procedures
effective? If not, what others are?

Another important finding that deserves future
consideration is that market structure may affect conduct
and thus performance on some variables. Although it is
impossible to confirm, these differences may have
developed as a result of deregulation, suggesting that
they might continue to change as time passes.

The question thus becomes: should all markets be
regulated alike? Should steps be taken to promote
competition in more concentrated markets, or simply
reimpose guidelines there and not in less concentrated
markets? Study results show that some differences do
exist, but overall performance is acceptable, given the
old guidelines. At present, no compelling reason for
regulating markets differently exists. However, this
question should be considered periodically in future
research, to discern if performance worsens over time.

Results of this study may be used as a benchmark.
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Indeed, the FCC might be able to promote competition
by reconsidering how it allocates frequencies rather than
"re-regulating" television. Frequencies could be assigned
by ADI with the appropriate concentration level taken into
account. It might be useful to look at individual ADIs
and consider the number of home and imported signals a
community receives. As distant signals are imported into
most markets, the concept of looking at localities in a
vacuum seems outdated.

Another question which needs to be considered is
whether an industry that relies on advertiser support for
its survival, no matter how ethical, can be expected to
consider the public interest above its own economic
considerations when deciding how much commercial time to
schedule? And is it truly in the "public interest" to
yield decision-making in this area to industry?

Preliminary results do not indicate that local
broadcasters are performing badly as a whole. However,
results do suggest that some minority of managers appears
unconcerned with the public interest. Keeping
requirements on the books would have simply made it easier
to prosecute those violators, and perhaps would have

prevented the violations in the first place.
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A damning suggestion is that FCC policies themselves
may lead to poor performance. The airwaves may be
worsening because less profitable stations cannot afford
to turn down some questionable advertisements, especially
since the deceptive advertising requirements were relaxed.
Thus, by setting them up at a disadvantage initially
through an inferior signal, and later by relaxing
standards, the FCC may be encouraging poor performance by
less profitable stations. Future research is needed to
consider the veracity of this assertion.

FCC policy may also insure that these stations remain
less profitable, or fail. As they accept more and more
questionable advertising, and more and more varied time
units, their advertising and viewing environments may
progressively worsen, and their viewing and advertising
environments may become increasingly unattractive.
Certain segments of viewers may become less likely to
watch, and certain advertisers less likely to buy time on
these stations, making them even less profitable. They
may ultimately enter a downward spiral as newspapers do
when circulation declines begin.6 Future research is
needed to see if this assertion is true, and what steps

might be taken to prevent this occurrence.
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Implications for Organizational Research:

The study also has important implications for
organizational research. It demonstrates that traditional
measures from organizational research can be applied in
mass communication and economic research. The main
finding was that as organization size increases, the
formality of advertising practices increases.

The notion of bureaucracy as a function of size is
supported in this study. Larger organizations spend more
time clearing ads than smaller organizations, have more
policy areas, and consult more policy sources. The
bureaucratic notion that as organization size increases,
more types of tasks are carried out by more specialized
staffs is supported.

This suggests that organization size should be
considered in future studies of all aspects of broadcast
performance. One might expect that the number and type of
tasks would vary on other performance measures as well.
For example, can we expect that larger and more profitable
stations will carry more types of public service
programming because they have more employees to
conceptualize and produce such programs? In that sense,
organization size would be a useful control variable for

performance studies.
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It also appears that size necessitates the
formalization of advertising policies so they may be
communicated to employees. Larger organizations are more
likely to promulgate new standards when issues arise. It
might be useful to utilize qualitative methods, such as
the "participant/observer" technique, to discern how and
why standards are promulgated.

However, organization size does not seem to have as
great an effect on the form those policies take, or how
those policies are communicated. Perhaps this is because
all responding stations might be considered small
organizations, given the range of 1 to 55 employees. On a
day-to-day basis, formal communication may not be
necessary. Yet, qualitative research may yield new, more
effective, measures.

Responses confirm previous findings that the sales
and traffic departments are primarily responsible for
clearance, or deciding whether or not to accept ads on a
day-to-day basis. Remember that a subordinate of the
sales manager must preview ads first, and then submit
questionable ads to him or her for acceptance. Also
recall that the traffic manager is supervised by the sales
manager. Responses suggest that using the combined size
of sales and traffic as a measure of organization size for

this study was acceptable (see Table 39).
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TABLE 39
Employee Responsible for Clearance Review
(N = 476)
Percent Numbey

Title of Stations of Stations
Sales Manager 52.1% 248
General Manager 15.6% 74
Program Director 7.8% 37
Operations Manager 5.9% 28
Station Manager 5.7% 27
Traffic Manager 3.4% 16
Broadcast Standards 2.7% 13
None .5% 3
Other 6.3% 30

An idea for measuring size is also provided by the
study. For example, in programming performance research,
one might measure size as the number of employees in the
programming, public affairs, and/or operations
departments. Pretests could be used, as in this study, to
confirm what the appropriate departments are.

Results suggest that clearance review can be made
more efficient by formalizing policies so managers can
spend less time clearing ads. Future research should
confirm this and study station organization in more depth
to determine ways of improving management techniques.
Studies in other types of organization may provide insight

and be readily applicable to commercial TV stations.
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Interested researchers might also examine how other
organizations handle ethical decisions that are related to
performance. Remember that the sales manager is
responsible for clearance review at most stations. He
probably has to increase sales by a certain percentage
each year as well. Do other organizations separate
managers from tasks which affect assessments of their job
performance? If so, how do they do so? And can their
techniques be adapted for use at commercial TV stations?
Conclusjon:

The study of commercialization, clutter, clearance
and complaint practices at commercial television stations
nationwide has expanded knowledge in a number of important
ways. It introduced a new area, advertising, to broadcast
performance research and proposed new variables as
measures of performance. It also provided viable ways to
measure those variables. Variables used in previous
economic studies were also incorporated and demonstrated
to be useful for advertising research.

The study introduced a new theoretical area,
organizational research, to broadcast performance
analysis. It combined a number of theoretical areas in a
new way to explain how and why commercial television

stations vary advertising practices, described as the
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advertising and viewing environments. The study extended
this idea further and proposed that stations might be
separated into distinct price and quality classes, using
classical economic theory.

Economic methods were also extended by the study. A
new method of calculating the Herfindahl-Hirschman Index
was introduced to solve the problem of excluding outside
signals, cable channels, and superstations from the
measure of market concentration. A factor analysis
demonstrating the underlying relationships among variables
traditionally used in broadcast economic research was also
discussed.

The study extended policy analysis by using new ways
of assessing broadcast performance. Standards which
existed at stations were compared to measures of
performance to discover if they actually resulted in
superior performance. The effect of FCC policy on station
performance was also considered.

The implications for the commercial marketplace are
clear. Advertising policies may be manifested in
different ways on different types of stations. Different
audiences may therefore be receiving different commercial
information of varying quantities and quality. The
question has been raised, and future research must

discern, whether these assertions are true.



255

Finally, the study was conceived and proposed to
assess the changes the author suspected were occurring at
stations nationwide. 1Is the quantity of advertising
increasing due to the widespread acceptance of program
length commercials? The answer is apparently, "yes."
Could this result in information of lower quality for
viewers? Again, the answer may be yes, given the
questionable nature of some of these ads, and some others
which new standards were created for.

An important finding suggested by this study is that
a few broadcasters appear to be disregarding the public
interest. Hopefully, this is not an indication of a
coming trend. The content and amount of commercial
information available to some viewers may suffer as a
result. The suggestion of this study is that
profitability, market structure and organization size may
be key predictors of the quantity and quality of
commercial information.

The task of future scientific research is to refine
our ability to make these predictions. But there is also
the continuing task of both our academic and political
institutions to assess the consequences of these forces in
order to make policy choices in line with our values.

Hopefully the result will truly be in the public interest.



NOTES: CHAPTER VI

1Assuming that none of the 50 respondents who
declined to answer the commercial time question, and/or
distinguish non-program time from commercial time,
exceeded the guidelines.

2letter from James E. Baumhart, President and Chief
Executive Officer, Better Business Bureau of Chicago and
Northern Illinois, 2 November 1988. He indicated that he
would like to "give some publicity through our membership
publication as well as properly utilize this source of
information in an upcoming presentation to the Newspaper
Publishers Association."

3Greg Mitchell, "The Battle for Boston," Channels 2
(January/February 1983), p. 39.

4consider again that the questionnaire had to be
trimmed from 6 to 2 pages, because pretesting indicated
that sales managers would not respond unless it took five
minutes or less to complete.

S5This is the exact wording from the questionnaire.

256
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6James N. Rosse with James N. Dertouzos, "The
Evolution of One Newspaper Cities," Proceedings of the
Symposjum on Media Concentration: Volume II (Washington,
D.C.: Bureau of Competition, Federal Trade Commission,
December 14-15, 1978), p. 456-9. The downward spiral is
based on the interdependence of a newspaper's two markets:
advertising and subscriptions. The underlying notion is
that the smaller paper in a two newspaper market is more
vulnerable to going out of business. Assume as part of a
controlled experiment that this smaller newspaper
experienced a 10% decline in advertising demand which
means that the advertising space of the paper has declined
by 10%. If advertising publication drops then circulation
drops 10%. If circulation declines, then ad sales will
decline even more. This decline in advertising will again
cause a decline in circulation, and so on. Consider also
that the unit costs of the enterprise will increase as
this is going on. Therefore the paper will have to charge
higher ad prices, provide a lower quality product, or lose
profits. Because a firm can only absorb so much of a
loss, eventually the spiral will cause higher prices
and/or lower quality. This, in turn, also compounds the
downward spiral effect. Rosse states, however, that the
effect may work in reverse as well.
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SCHOOL OF JOURNALISM
INDIANA UNIVERSITY | $CHoOL OF A

Bloomington, Indiana 47405
(812) 855-9247

May 17, 1988

Mr. John Doe

Gen. Sales Manager, KTTV-TV
P. 0. Box 100

Bloomington, IN 47401

Dear Mr. Doe:

With the demise of the NAB Code and deregulation, broadcasters now have the
freedom to tailor advertising practices to meet the needs of their own markets
and stations. However, many may not be sure of how the "average" station is
adapting, and may not be aware of practices that other stations are
implementing that might be useful in their own markets.

You are one of a select group of broadcast managers being asked to provide
information about the advertising practices you use at your station. Your
name was drawn in a random sample of commercial television stations
nationwide. In order that the results will truly represent practices used by
stations of all sizes and types, it is important that you complete and return
the questionnaire, which takes about five minutes to fill out. Returning it
represents voluntary participation on your part.

You may be assured of complete confidentiality. The identification number on
the questionnaire serves to prevent me from sending a follow-up questionnaire
to those who have already responded. It also enables me to access public data
about your station (from the Broadcasting Yearbook) so I can tabulate the
results by statistical groups (e.g., UHF or VHF stations, affiliates or
independents). Under no circumstances will you or your station be identified
in any report, published or unpublished.

Ideally, the study will provide a "benchmark® of typical practices employed in
large, medium and small markets. It will enable managers to compare how
advertising practices differ across market types, and possibly use that
information to analyze practices in use at their own stations.

If you'd like a summary of the results, please write "Copy of Results
Requested” on the back of the return envelope, and print your name and address
below it. Please do _not put this information on the questionnaire itself.

The study 1is not connected with any commercial enterprise. It is purely
academic and results will be used in a doctoral disserctation and scholarly

journals. 1f you have any questions, please feel free to call me at
(812) 335-1725.

Thank you for your assistance.

Sincerely, -
opr (Vead
“‘:n Wicks

Lecturer
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Indiana University BULK RATE

School of Journalism U.S. POSTAGE PAID

200 Ernie Pyle Hall Bloomington, IN 47405
Bloomington, IN 47405 PERMIT No. 2

Mr. Joe Sales

General Sales Manager
WITV-TV

P. 0. Box 0000
Anytown, USA 00000

May 24, 1988

Last week a questionnaire seeking your expertise about
advertising practices implemented since the NAB Code's
demise and deregulation was mailed to you. Your name
was drawn in a random sample of sales managers employed
at commercial TV stations nationwide.

If you have already completed and returned the question-
naire, please accept my sincere thanks. If not, please
do so today. It is extremely important that you complete
and return it, so practices used at stations of all types
and sizes will be represented.

If by some chance you did not receive the questionnaire,
or it got misplaced, please call me right now, collect
(812-335-9240), and I will get another one in the mail
to you today.

incerely,

Jan Wicks
Lecturer
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OURNALISM
INDIANA UNIVERSITY lSECm':leolf’yll-e Ol_if; 1'1 A

Bloomington, Indiana 47405
(812) 855-9247

June 8, 1988

Mr. John Doe

General Sales Manager, KTTV-TV
P. 0. Box 100

Bloomington, IN 47401

Dear Mr. Doe:

About three weeks ago 1 wrote to you seeking information about the advertising
practices used at your station. As of today I have not yet received your
completed questionniare.

I have undertaken this study because I believe that research on important
media policy issues should include input from industry professionals. And
professional input is especially important for this study, as it seeks to
illuminate how broadcasters have adapted to the freedom resulting from
deregulation to tailor advertising practices to the needs of their own markets
and stations. The intent is to provide a benchmark report of typical

practices employed by VHF, UHF, affiliated and independent stations in small,
medium and large markets.

1 am writing to you again because of the significance each questionnaire has
to the usefulness of the study. In order for the results to truly represent
stations of all types in different kinds of markets, it is essential that you
return your questionnaire.

Again, you may be assured of complete confidentiality. The identification
number on the questionnaire simply enables me to access public data about your
station (from the Broadcasting Yearbook) so I can tabulate the results by
statistical groups (e.g., UHF or VHF stations, affiliates or independents).

Under no circumstances will you or your station be identified in gny report,
published or unpublished.

If you'd like a summary of the results, please write "Copy of Results
Requested” on the back of the return envelope, and print your name and address

below it. 1In the event that your questionnaire has been misplaced, a
replacement is enclosed.

Please feel free to call me at (812) 335-1721 if you have any questions or
concerns. Your cooperation is greatly appreciated.

Sincerely,

,

ﬁz,/‘./[(/:do-
Jan Wicks

Lecturer
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. What is the total number of employees in: marfric
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NATIONAL SURVEY OF ADVERTISING PRACTICES

Did your station ever subscribe to the former NAB Code?
Yes____ w___ DON'T KNOW____
Please check all the commercial time units your station accepts:
10 SECOND  ___ 30 SECOND  ____ 90 SECOND
15 SECONO  ___ 45 SECOND  ____ 120 SECONO
___20 SECOND  ____ 60 SECOWD OTHER

Doces your station accept program length commercials?
YES NO OON'T KON

a. If Yes, how many usually air per month?

b. If Yes, what is their usual length?

Please gstimate the proportion of spot and local advertising that
airs on your station? sroT 3 LOCAL, X

On average, how many minutes and seconds of commercials air per
hour in programming which originates on your station during early
fringe and prime access (3:00-7:00 or 4:00-8:00 p.m.)?

On average, how many minutes and seconds of gther nonprogram
material (PSA'S, promos, etc.) are aired per hour in programs
originating on your station during early fringe and prime access?

On average, how many breaks are scheduled within and between
programs par hour of programming originating on your station
during early fringe and prime access?

On average, how many nonpreodram announcements of all types (ads,
PSA's, promos, etc.) are scheduled consecutively within breaks in
programming originating on your station during early fringe and

prime access?

SALES____

Which one of the following employees at your station is primarily
responsible for clearing (or deciding whether or not to accept)
ads for broadcast on a day-to-day basis? (Check only one)

— GENERAL MANAGER —__SALES MANAGER

—__STATION MANAGER —_SALESPERSON/ACCOUNT EXECUTIVE
___ OPERATIONS MANAGER —__ PROGRAN DIRECTOR
____OPERATIONS ASSISTANT —____PROGRAM ASSISTANT
____TRAFFIC MANAGER —___PRODUCTION MANAGER
—_TRAFFIC ASSISTANT —___PRODUCTION ASSISTANT
—_ENGIMEERING MANAGER —__ENGINEERING ASSISTANT

OTHER,

10--a. How many hours per week do you estimate this employee usually

devotes to advertising clearance?
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11. Please indicate all of the areas in which your station has
advertising policies by placing a check next to each one:

____INTERRUPTION STANDAADS —__TINE STANDARDS

___PRODUCT PROTECTION —__PRODUCT ACCEPTANCE

—_POLITICAL ADVERTISING —_ISSUE ADVERTISING

—___MAIL ORDER/DIRECT SELLING —__BAIT & SuITCH

____CONTESTS & GAMES —__FREE OFFERS

____DEMONSTRATIONS o GUARANTEES

___ COPY ACCEPTANCE —___MEDICAL PRCOUCTS

____ CHILDREN®S ADVERTISING —___NOVIE TRAILERS

___ CONTRACEPTIVE ADVERTISING o SUBSTANTIATION
VIEWER COMPLAINTS _____ADVERTISER CONPLAINTS
INTEREST GROUP COMPLAINTS —___MINORITY GROUP COMPLAINTS
NONE

OTHER

12. Please check all of the forms in which your station's advertising
policies are communicated:

____CODIFIED IN A MANUAL ____USE LAST NAB CODE
____MOSTLY WRITTEN —___COMVEY POLICIES VERBALLY
____MOSTLY USE MEMORANDA __oue

OTHER

12--a. What form is used most of the time?

13. Please check all of the methods used to communicate advertising
policies at your station:
ENCOURAGED TO READ POLICY STAFF DI1SCUSSION

REQUIRED TO READ POLICY SUPERVISOR TELLS EMPLOVEES INDIVIDUALLY
NONE

OTHER

13--a. How are policies communicated most of the time?

14. Please gheck all of the sources your station usually consults for
advice when making advertising policy decisions.

____ LOCAL/STATE CONSUMER AGENCY ____ NATIONMAL ASSOCIATION OF BROADCASTERS
____FORMER MAB TELEVISION CODE  ____STATION POLICIES
____ NETWORK —___METWORK CODE
_____GROUP OWNER —___GROUP CODE
____BETTER BUSINESS BUREAU —___B8S CODE OF ADVERTISING
____FCC PUBLICATIONS —__ B8B ADVERTISING REVIEW COMMITTEE
____FTC PUBLICATIONS —____NAD/NARS CASE REPORTS
NONE

OTHER

14--a. Which gne is consulted most of the time

15. Which types of ads, if any, are not accepted for broadcast on your
station (e.g., X-rated movie trailers, etc.)?

15--a. Have you ever seen an ad you've declined air on another TV
station in your market? YES %0, DON'T KNOW

16. Are there any new ad practices I've missed?

MIL TO: Ad Survey, Indisna School of Journaliss, Emie Pyle Nall, Bloomington, 1N 47405.
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APPENDIX C

PEARSON CORRELATIONS BETWEEN THE INDEPENDENT VARIABLES

TABLE 40
Pearson Correlations Between The Independent Variables
(2-Tailed Significance - Divide in Half for 1-Tailed Sig.)

Sub. To NAB Code Spot Local Oorg. Size
Subscribe to 1.000 -.104 .100 -.099
NAB Code p=.027 p=.034 p=.035
Spot -.104 1.000 -.791 .164

=.027 p=.000 p=.000
Local .100 -.791 1.000 -.111

p=.034 p=.000 p=.017
Organization -.099 .164 -.111 1.000
Size p=.035 p=.000 p=.017
Market .014 -.127 .129 -.084
Concentration p=.755 p=.006 p=.006 p=.072
Broadcast -.279 .135 -.109 .296
Band p=.000 p=.003 p=.018 p=.000
Network -.310 .061 -.042 .064
Affiliation p=.000 p=.186 p=.356 p=.165
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Sub.

Rank

Prime Time
Rate

Early Fringe
Rate

Net Weekly
Circulation

Market
Quality

Cable
Penetration

VCR
Penetration

TABLE 40 (cont'd.)

to NAB Code

.320
p=.000

-.120
p=.049

-.111
p=.070

-.000
p=.996

-.054
pP=.247

.019
p=.679

.013
p=.771

264

Spot

-.128
p=.006

.168
p=.005

.206
p=.001

-.014
p=.754

.062
p=.183

-.021
p=.641

-.035
p=.451

Local

111
p=.017

-.109
p=.067

-.132
p=.027

.040
p=.390

-.036
p=.431

.057
p=.222

.069
p=.139

Org. Size

-.071
p=.124

.480
p=.000

.524
p=.000

.632
p=.000

.348
p=.000

.453
p=.000

.445
p=.000



Subscribe to
NAB Code

Spot

Local

Organization
Size (Sales
and Traffic)

Market
Concentration

Broadcast
Band

Network
Affiliation
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TABLE 40 (cont'd.)

Market
Concentration

.014
p=.755

-.127
p=.006

.129
p=.006

-.084
p=.072

1.000

.105
p=.023

.079
p=.086

Broadcast
Band

-.279
p=.000

.135
p=.003

-.109
p=.018

.296
p=.000

.105
p=.023

1.000

.591
p=.000

Network
Affiliation

-.310
p=.000

.061
p=.186

-.042
p=.356

.064
p=.165

.079
p=.086

.591
p=.000

1.000

Rank

.320
p=.000

-.128
p=.006

<111
p=.017

-.071
p=.124

-.101
p=.028

-.548
p=.000

-.737
p=.000
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TABLE 40 (cont'd.)

Market Broadcast Network Rank
Concentration Band Affiliation

Rank -.101 -.548 -.737 1.000

p=.028 p=.000 p=.000
Prime Time -.014 .249 .196 -.131
Rate p=.805 p=.000 p=.001 p=.029
Early Fringe -.026 .245 .080 -.069
Rate p=.661 p=.000 p=.179 p=.248
Net Weekly -.074 150 -.034 -.007
Circulation p=.110 p=.001 p=.459 p=.879
Market -.313 .008 -.169 .251
Quality p=.000 p=.853 p=.000 p=.000
Cable -.202 -.000 -.287 .420
Penetration p=.000 p=.984 p=.000 p=.000
VCR -.177 .019 -.256 .392

Penetration p=.000 p=.678 p=.000 p=.000
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TABLE 40 (cont'd.)

Prime Time Early Fringe Net Weekly Market

Rate Rate Circulation Quality
Subscribe to -.120 -.111 -.000 -.054
NAB Code p=.049 p=.070 p=.996 p=.247
Spot .168 .206 -.014 .062

p=.005 p=.001 p=.754 p=.183
Local -.109 -.132 .040 -.036

p=.067 p=.027 p=.390 p=.431
Organization .480 .524 .632 .348
Size (Sales p=.000 p=.000 p=.000 p=.000
and Traffic)
Market -.014 -.026 -.074 -.313
Concentration p=.805 p=.661 p=.110 p=.000
Broadcast .249 .245 .150 .008
Band p=.000 p=.000 p=.001 p=.853
Network .196 .080 -.034 -.169

Affiliation p=.001 p=.179 p=.459 p=.000
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TABLE 40 (cont'd.)

Prime Time Early Fringe Net Weekly Market

Rate Rate Circulation Quality
Rank -.131 -.069 -.007 .251

p=.029 p=.248 p=.879 p=.000
Prime Time 1.000 .782 .804 .200
Rate p=.000 p=.000 p=.001
Early Fringe .782 1.000 .756 .198
Rate p=.000 p=.000 p=.001
Net Weekly .804 .756 1.000 .312
Circulation p=.000 p=.000 p=.000
Market .200 .198 .312 1.000
Quality p=.001 p=.001 p=.000
Cable .351 .380 .599 .543
Penetration p=.000 p=.000 p=.000 p=.000
VCR .315 .368 .617 .513

Penetration p=.000 p=.000 p=.000 p=.000
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TABLE 40 (cont'd.)

Cable VCR
Penetration Penetration

Subscribe to .019 .013

NAB Code p=.679 p=.771

Spot -.021 -.035

p=.641 p=.451

Local .057 .069

p=.222 p=.139

Organization .453 .445

Size (Sales p=.000 p=.000
and Traffic)

Market -.202 -.177

Concentration p=.000 p=.000

Broadcast -.000 .019

Band p=.984 p=.678

Network -.287 -.256

Affiliation p=.000 p=.000
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TABLE 40 (cont'd.)

Cable VCR
Penetration Penetration

Rank .420 .392
p=.000 p=.000

Prime Time .351 .315
Rate p=.000 p=.000
Early Fringe .380 .368
Rate p=.000 p=.000
Net Weekly .599 .617
Circulation p=.000 p=.000
Market .543 .513
Quality p=.000 p=.000
Cable 1.000 .952
Penetration p=.000
VCR .952 1.000

Penetration p=.000
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