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TABLE 1 

YEARLY BRAND MARKET SHARES BASED ON NIELSEN 12 1 b. UNIT VOLUME SALES 

FISCAL YEAR ENDING MARCH 1971 

sales Districts Maxwell 
H~nuu~ 

Boston 40.1 
New York 29.8 
Philadelphia 45.1 
Syracuse 36.4 
Washington 48.2 
Charlotte 41.3 
Atlanta 32.9 
Jacksonv ille U.S 
Memphis 26.4 
New Orleans 27.5 
Detroit 38.8 
Indi ana pol is 32.4 
Chicago 10.6 
Youngstown 42.0 
Cincinnati 37.5 
Minneapol is 4.4 
Kansas Ci ty 9.5 
Dallas 10.9 
Houston 8.3 
st. Louis 11.8 
Portland 6.1 
San francisco 8.8 
Los Angeles 8.0 
Denver 4.7 
Phoenix 8.5 

TO'l'AL UNITED STATES H.O 

* = Market share less than 0.5% 
(Source: CX STATES 



roasters other than General Foods had even a low level presence 

in all areas of the country. As a result, none of the other 

roasters would be expected to be able to make economical use of 



for Fol ger s. 

These General Foods documents make numerous references to 

economies 



TABLE 2 

~OMPARATIVE ~OSTS AND ADVERTISING DELIVERY* 

Regular Maxwell House (National and SQot} 
Mean Expenditures Exp./MO. 

Area and Date WGRPs (OOOs) WGRPs 

Cleveland 11-12/71 255 $ 140 275 
Cleveland 01-03/72 320 211 220 
Cleveland 04-06/72 160 126 263 
Cleveland 07-09/72 120 84 233 

** Philadelphia 3/73-2/74 200 1166 486 
** Pittsburgh 3/73-3/74 205 400 150 
** Johnstown 3/73-3/74 235 144 47 
** Wheeling 3/73-3/74 195 74 29 

Folger's ( SQotl 
Mean Expenditures Exp./MO. 

Area and Date WGRPs (000 s) WGRPs 

Cleveland 11-12/71 160 137 $ 428 
Cleveland 01-03/72 150 107 238 
Cleveland 04-06/72 105 105 333 
Cleveland 07-09/72 130 105 269 

** Philadelphia 3/73-2/74 155 1067 574 
** Pittsburgh 3/73-3/74 155+ 324 174 
** Johnstown 3/73-3/74 155+ 104 56 
** wheeling 3/73-3/74 155+ 60 32 

Price of WGRPs for RMH 
Area and Date price of WGRPs for Folger 

Cleveland 11-12/71 .64 
Cleveland 01-03/72 .92 
Cleveland 04-06/72 .79 
Cleveland 07-09/72 .87 

** Philadelphia 3/73-2/74 .85 
** Pittsburgh 3/73-3/74 .86 
** Johnstown 3/73-3/74 .84 
** Wheeling 3/73-3/74 .91 

* WGRPs are women gross rating 



In describing the figures for Cleveland, Ogilvy and Mather 

concluded that, 



TABLE 3 

RELATIVE COSTS OF NETWORK AND SPOT FOR REGULAR MAXWELL HOUSE 

IN FISCAL 1971 

Day Network 

Day Spot (178 

Mkts.) 

Source: CX 441-H 

8 

Cost no GRPs} 

$5,450 

$7,900 

% US TV HH 

100 

99 



period would have cost $3,053,500 compared to spot costs for the 

same period, the same GRPs, and the same day parts of $3,987,750. 

The spot purchases in this comparison are more than 30% higher 

than the network costs.1 5 Hills indicated that the prices per 

weekly GRP were $975 for network daytime and, $2,300 for network 

prime time vs. $1,415 for daytime spot and $2,950 for prime spot 

covering Hills distribution areas. The spot daytime figure is 

45% higher than the networ k figure. The spot pr ime time f igur e 

is 28% higher than the network figure. 

caveats To The preceding Analysis 

The documents described in the prev ious section appear to 

support the view that there were cost savings associated wi th 

using network rather than spot TV during the 1970s. The size of 

these savings appears to have varied from five to forty-five 

percent. However, these results should not be interpreted too 

broadly. Not only is the documentary evidence limited to one 

industry, but it is not always clear what factors are held 

constant in the comparisons of spot and network advertising 

costs. While we have no reason to bel ieve that inval id 

comparisons were made by the media planners who wrote the 

documents we cite, we suspect that appropriate ceteris paribus 

comparisons are difficult to make. When either spot or network 

TV is not available for certain shows which attract the 

particular demographic group 



shows differ and the positioning of the ads differs. These do 

not appear to be trivial points since the closeness of an ad to 

the 







TABLE 5 

SEASONAL VARIATION IN ADVERTISING RATES CHARGED 

TO GENERAL MILLS' CHERRIO' S BRAND 

JUNE 1963 - MAY 1964 

Cost per Thousand 
Households per 

Season Time of Day Network/Spot ~mercial Minute 

Summer M-F/Various AM Spot 1.43 

M-F /Average AM CBS 1.00 

Winter M-F /Various AM Spot 1.08 

M-F /Average AM CBS 1.05 

Source: CX GMI-555 

13 



large as Porter bel ieved.2l The cost disadvantage of spot, 

identified in case documents, was approximately half that reported by 

Porter. 

14 



1 The authors are staff economists at the F.T.C. The opinions 
expressed in the paper are the authors' and are not intended to 
represent those of the F.T.C. or any Commissioner. We would like 
to thank John peterman and pauline Ippolito for helpful comments. 

2 We focus on the empirical issue of whether there appear to 
be different charges for network and spot advertising slots that 
provide access to similar audiences. As a result, the 
"economies" we focus on are those that potential ad buyers face. 
We do not try to identify in detail the demand, or supply 
characteristics that generate any observed differences between 
spot and network charges. Data on the costs of contracting and 
providing network and spot ad time would be needed for this 
analysis, which were not available to us. Similarly, data on the 
market power of the relevant actors was unavailable. However, it 
seems logical that network buyers are likely to be in a better 
position to negotiate price reductions and that the transaction 
costs associated with selling network time will be lower per 
audience size. 

3 Joe Bain, Barriers to New Competition, Harvard University 
Press, Cambridge, 1956; James Ferguson, Advertising And 
Competition: Theory, Measurement, Fact, Ballinger, Cambridge, 
1974; George Stigler, The Organization of Industry, Irwin, 
Homewood, Ill.; and 1968 Commonor and Wilson Advertising 
and Market power, Harvard University Press, Cambridge, 1974. 
Antitrust proceedings have typically focused on volume discounts, 
rather than spot vs. network rate differentials. perhaps the 
classic cases that involve economies of scale due to volume 
discounts are: Procter and Gamble (Clorox acquisition) and 
General Foods (S.O.S. acquisition). See Proctor and Gamble Co. 3 
Trade Reg. Rep. (1963-1965) Transfer Binder Par. 16673 (FTC 1963) 
and General Foods Corp., 3 Trade Reg. Rep. (l963-1965) Transfer 
Binder Par. 17161 (FTC 1964). 

4 Michael porter, "Intrabrand Choice, Media Mix and Market 
Performance," American Economic Review 66 (May, 1976): 398-406. 

5 We focus on the difference in the costs of spot and network 
television. Obviously, if other forms of advertising, such as 
print or radio, are good substitutes for television, the relative 
costs 16673 







time), rather than between network shows (spot time) is 1 ikely to 
be more effective since audiences are more likely to pay attention 
to the ads. This is the "In-show posi tioning" to which the 
Olgilvy and Mather document refers. 

In their article "The Audience-revenue Relationship for 
Local Television stations," Franklin Fisher, John McGowan, and 
David Evans present econometric evidence that television station 
revenues are closely related to audience size and 
characteristics. (Bell Journal of Economics, 11, 2 (Autumn 1980) 
pp. 694-708. 

17 Our tables f o r  4 1  T m  ( O u r  ) T c s , t r o 1 5 . 3 0 2 6  0 8 7  1 2 . 3  2 5 7 . 7 3  0  . l e s  

a n d  a n d  


