
Neighborhooding is a well-tailored remedy

• The transaction threatens competition by locking in channel positions
that will not reflect programming merit.

• Neighborhooding will prevent ComcastiNBCU from harming
competition through anticompetitive channel position.

• Neighborhooding permits all business news channels, including CNBC,
to continue to compete on their merits without any impediment.

• Neighborhooding also reflects consumer preference and advertiser
interests.

BLOOMBERG "'~:c" ·...t·~, ..,,-,f' .COM MOBILE RADIO MARKETS BU5INESSWEEK'



Comcast changes channel lineups regularly

We have identified Inore than two dozen batches of channel lineup changes made by Comcast
on major systems ovel the last five years (examples below).

2010 • ;> 60 channels in New York
• Approx 40 channels in Bal,tirnore
• Approx 60 channels in Philadelphia
• System-wide change in Denver

2009 • System-wide change in Sealtle-Tacoma

2008 • 120 channels in Baltimore

2006 • Over 100 channels twice since 2006 111 Philadelphia
• System-wide change to Brookline ',n Boston

2004 • Multiple 50 channel changes since 2004 in NJ

2003 • ;> 60 channels in Chicago

Source 1M3

• Channel lineup
changes are part ot
life for cable
operators

• Comcast has
privately
acknowledged
neighbortlooding is
the industry trend
based on viewer
preference

BLOOMBERG -;-.j' _ :''';1'','1', .COM MOBILE RADIO MARKETS BUSfNESSWEEK



There's no evidence these changes hurt Comcast

Location

Palm Beach County and Treasure Coast, Fl
Houston, TX

Albuquerque, NM
Richmond and Henrico County, VA

Dallas, including Garland, Sunnyvale, TX

Date of

Channel

Lineup
Change

16-Jan-07
16-0ct-07
27-Aug-OS

30-Jul-OS

22-Sep-04

Subscriber Change
in Time Period

Following Channel
Lineup Change

,j,'
"_,, indicates no statistically significant increase or decrease
".,L.." indicates a temporary statistically significant decrease (followed by increase in next

period)
Source: MRJ Data

Source: Leslie Marx report

BLOOMBERG ;',,~ '":,;' ','~' , .COM MOBILE RADIO MARKETS BUSINeS~E'K
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A. Executive summary

1) Come,,-,I and NRC U",v,,,,al ("'Come"sl"), in (heir join! "Orro:>.-<i';on 'f) l'cld....n; 10 Den)' and

R"'rpm;C (0 Conun<nl<." r.led July 21. 2010, have :<rgue<llh", Cume",1 would h."c nO ability Q'

incentive '<> ru"ue anli_compelitive foreclosure sll'ategies, ,i ,],,, po"iai Or c<Jmplete, "~.;ns(

unaffillOl~d "oniOn' PR,vjJ~" in (he evem of (he closing ~f (he prop""ed merger ("the

T rans.clam")

2) 1have b.en ..ked by Bloomberg L.I' ("BIO<Imbcrg") L,' emluate (he argumenls put forward ~y

Cornea", induding the eronomic repDn, ,ub"';\lcJ by IJr>;. Ma,k Isr.1el "nd Michael L KOI,.

(hrad ~n<1 Katz) and Drs. Gregory L R""lJ;m '0(' Mich..,l D. Topper (RosslOn and Toppor) in

,upp,'n of (his view.

)1 I" ,hi, reporl, I rebul all of the crilicisll~< vl1;,red by Drs. I",d, K.'l. K<J"I~~ and Topp"r rel'led

'0 "'~ original Repon and show ,hal Ihe Transoclion crcale, the incemi," .1nd ;IIC"'''''.' ,h~ 'hili')'

rr" C""",a" '0 reduce Ihe dislribU(io~, viewerBhip, and revenue of unoffi IiJled "u,in~;, nc"",

ne'worl:.s LhO! ,,,mpel. w;lh nelwork, mal C<Jmcasl will conlrol as, re,ull of lhe"] ,.n",o';~n.

particularly CNH('. 1he leading TV busine" news programming nelwork. Ab'cl11 nppropriOic

eondilions, ,ueh acl i",ns ".ill l,arm """'r"'lilion in the TV business news morkel "nd reduce lhe

<Iive"i'}' and qualiI]' ofn~w, and int"ormalion soUIT-es avail1"le 10 consumers.

4) I do so in four pans. fir,". I drm'>n\".t<c a .ound basis Ior lhe view L[,;! Comeasl indee<1 does

have Ihe abili,y'o ["red""" Bloomberg's video ,,."', nel"Qr~ Hl,,,,mb<rg Television

("Bloomberg TV") and lhal illis abililY is rounde<i on em.bh,lled e~o""mjc lheory rega"ling Ihe

economics of p''Jg<lm produCiion in lhc t<clevision mdu'lI)'.

5) j ~e~t ",bul Cm"~""'s inlerprc,nlion of Ihe eC",onomi" lil".'"rt "naly>;ng «'fcclosure and Iheir

~"on"'JnL.m ' ;ludic> on Comcas!'s own carriage decision;, O"pile C<>mea'I's rloLlllS lo lhe

e"nloal}--. lhe """nCLllics lilernlure nnaly~ing vertical i~legralion in ea"le markets hn" cun'L>lenlly

fOIJn<llh.,1 inlegr."ed dimi"mors are mO,"" likely I" carry andlor place affilialed conloni vn

favola"le pJoduCi '.0'" and arc less likely 10 carry ]tldlor place unaffilialCd conlenl c>n I',,,,,,,.bl,
liers

6) Furthc'mlorc, lhi, conclusion is reinrorrcd by th~ ~nalysis 01' C<>mr,1SI's own economi<ll, In

p~rtieubr, ComeaS! 's economist, ,'rigin.lly cond'Jded Iilal lhere is no evidence lhm Comeasl

w"uld manipulale carriage or lhei, "llliialed nel",ork< fo, :lmi-competitive purpo••' by ,.evis;ling

- ----_.... -
PaD· ]
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Ihe allalysis orGoolsbec (2007): I however, when Ihey ""rre".d a CGdi"g ""<lake in their analy,is,

thc cclcvanl empi,icul ,e,u!ls we,e ,eversed,' imrlyitlg lhal CPm"a>! docs ""Pi>" in 'lralegic

loreclGsure, WLlI, 1110 d~L1 poinling 10 lhe anli"~..,mp~lilive e,piJll.l1 ipn fuf Lheir pr,'pen',ly to carry

lho" (,w~ ~elw"r};,.' II follow' IhaI Ihe acquisilion or contr('1 0"(:1 'he NBCU ",",wo,b would

i"c,."c Ih,; .<t,,,,e!l'" r~=]usure.

7) FUr1h"ml""', .I'h"u,,-,h C"mea,r, ewnomi't' a'gue lhere i' nn cvidence thaI C..,mea,l limi '" >I,

can-ioge uf rival.< '0 11< [''''n ,fTilialc'd network>, lheir ..,wo dala and empirical rramcwork p"-'''id<

cvid"~"c I h.t Cum~a,1 does limil ils carriage Gf "elwQ,k, Lhal compete wilh Comeasl 's affilJal.d

nel"'urb, wilh 'he implic.l1ion lhal ocquiri~g contr(J1 ",or lhc NBCU network' would give

C"mcast Ihe abilily and incenlivc I,' I1m;1 il> ~om"l'!< of ri"ol' IQ Ihose networb "-, well.

~I 1nCx( rohul caoh of tho poinls r,1i,ed ~y CQrne",' m 'UPI~ln Oflho vicw lhal Comcasl will haw no

incenlive 10 foreclose business news pr('j;r>mrning nc'''''''k.; ,uch os Bloornbel'g TV. I pro,idc

l"'ther SUPP0r1 for tho vicw thaI TV h'lSines< new, progl"mlllillg i' a well"ddinod unlil[1';< market

!:>~ providing fur1"er economel,ic evidence in SUPPQr1 or lhe vicw lh,l cahlc "per.'",", in ,ddilion

'e vicwen; oml odvertisen;, perceive D!oombcrg TV and CNBC to b< ell'" ,ub,lilu'e'. expa"ding

",y hy!>Olhelical monopoli" tcjllO allow for bo,goining belween COl~enl providers 'nJ

di"tribulO". p""iding ,,,i<!enee in ;uppon of a price-discrimination mJr,et 'n TV bu;in«; now,

.dvL'rtising, on,l "'ing lhe c~,,[jJenlial daLo provided hy Dr.;. L\r.cl and K,t, '0 demo"",.le LilJl

Comc",l d<xs h.we Ihe inCemL"e to Jeny c.rriagc lo Bloomberg TV.

9) Finally, I ana]y",' ,·h,n2e. in Comca;l's own channellincllps belwcon 2007 and 2010 and find

lh.l COSIS lJ;) C"mc"l horn ,ali'l)-ing Bloomberg TV's proposcd !\-111",lia] condition of

«neighborhooding:' i.t., 'hal Comca,l bo rt,-!ui",<ll~ ,e",rgani", iI' challnel alignmem.o lhal all

exisling businc.s ncws channels, inc.!.u,ling Bl<x>mberg TV, be c' ....ied on contiguou" and a(ijacenl

channcl, on,lI licrs whe'e CNBC is calTied, Of' lihly 10 !>Ollr be -,m,ll and borne in tho nonnal

~"u",e "f bu,ine£s operalions in lhe coming yoa".

10) In sumrmry' There is evidence ver1ically integ,"!.:,1 MVPD" ".e sn".egic IOl'eclosure 10

di"d"omage rival nClworks. The,e i, furthe' evid.nce lh.l1 CDme"",, a<oll Foroclo"o., o,isling

,-iv.1>. Rlo,\rnbL'rg TV is 0 rival nelwork 10 CNDe and. slralegic ro=losun: by C",m,asl h., lhe

pUl.n'i.llQ ,cg"ificanlly dimini,h lhe cIToCliv"ncss uf Dloomberg TV and olher CNI:IC ,iv.i., "-'

, Au'lan Goolol:><:o, ·-Von;..] In"l"'«O" 'nd ,to, Mar,« [0' B"",d<a;l and C.ble To1o,,;,ion P,ogrnmmiog:' Arril 20u)

, I ptov;dod a I'He,-,~ 'h' D0l"'"m,"' ,r Ju",« on July!". !01O, "~tjfyjng to'm of 'h' o(MIinS mi,la"o '" D". 1",,1 ••d
((.0,,', "n'ly'i'. CO'"O'" f,I,~ '" .m,,~,J ,,,g,<,",I~" ,n"lysis <omoLins lJ",;r rodi"g mi'la"o "0 A,~",' IJ. ,010
(Leite' to Marlene H. Do"<!>, ~""'""j-'. F"'.<nl C~m"ltI"ie"iOllS Con,mi...l~" fro'" Mi'hael E. l·bmm<', A,g",.1 IJ,
2010)

j Despiro II:><: [oo' 'hat 'he ro,"I" in ,h, ro,,<<ltd OI"ly'" "" ""'nh.lly 11:><: OPl'""ite oflhe re,,,I,, ;n Ihe original .,,,Iysis
i""ol'ing 'he "",l;og m,"'k r 0"''"'' ",,,.,,i., w;,ho", , credible bo,;, 'h!Ll its """"lu,;Oo, ,re "n.lreeled. See
Seclio" C.l b,l~w.
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compeTilors in Ihe business news programming mJrke!. In diminishing lhe compelilivene>5 ~j

CNBC, bu,inc" ncw. programming compcli!ors. Comca,1 wouid be hanning nOI mere,I;. Ih"""

~ews organizations, but al.o: (a) Ihc publie inlCrest Ihrough the reduclion ill diversily of ncw, ,,,,I

inronnalion ""U"'"', (b) all MVPD ,ub,cribcrs becall,e MVPD, w~lIl,1 have 10 pay m",e f",
CNBC and would pass Ihat along '" subscribers,' and (e) advertisers thaI highly valu,' ;' bu,ine"

now, .uJien"" b<~au,e Ih;ry would have 10 pay more jor aecc," 10 CNBC audience.,"

1I) A< disco<",d Ln my Qrigmal Report. Ihe oplions available lG COLllca" 10 act <H\ iI< incentive to

,I,mmi.h Ih<' CQropG(ili,cn~.I~ <If BIQ<lmbcrg TV JrC m<Lllipk Jnd ,ndu,k- p,">r channd pl"comonl

lilf l'oll> CNBC poor tiering, (ailuro IQ CJrry, us. OflllJLkel power" 0 L1luUi-nelwork owner to

1i",;1 d"tribulion for BI<lom~crg TV Qn "Ihcr MVPD\," u<c of mark~, DJwer os a multi·network

,,"'nc, _n,1 MVPI) Iv bun<ihng a<lvc<i.;j;ng 'm C"f:IC w;'h o<!v,rt;>;n~ <In other owned ne(wmh

an<l/," '1',,1 ;"IHr1'Hn~ U~ BI'",robcrg TV "J tne ,kl,im<nl ~r Bl~<'mb<rgTV, ami reSlricliQflS Qn

Ihe online del"--,,,,' (>f Bl""mberg TVa, a coudLlL'''' (>( ':11" L~g~ "" Cumc"sl sySIem•.

B. Comcast has the ability to pursue anti-competitive
foreclosure strategies against Bloomberg TV

i2) COlllCO.<I· <~l'pnolllim, Dr<. 1"",1 and Kc:.12, doi", ,ho, a" im"graled MYPD can prolilabiy engage

m frm--I",ul'\; '" help;" uwn nct"""" oniy ,1'(") il i, ~ ,,,n,,icn' bOlllcneck 3ml ean ,Irivo Ihe

n<I"''''I'. ""lor bu,inc". [b) the inlcgrJ'OlI cuml',.ny I~d." >lLf1icicnl bargaining power 10 negoliJle

.frIliale ree, ",il], Ihe mdependrnl nelwc.,h.•nd rc) gain; 'u ru"dosing QUlweigh io<se,.' They

'", ""d,"" Lhot {O",~,,;,;O" "",,,,~ "bl, "tL"or" d;,,,~I;",,, ,1Ii1;." ,;,." ,'o""o<r 'h, e.umple provided rn my in"i,1
R,por1: "B;>ton,·.1 p;;,;ng ;n oobl< TV n"., prD&rammi"~,110",."" ,h" c"m~I;';Qn within cable pmg",mm;ng
,a"gone<;, ;ruli,aL;ve of di";net p"ldu<r ",,,to,,, F,,, ".mpk W"",,,"n 00<1 W,;" (1997, p.oa) <I,,,n\>o how in
1981, CNN ,h,,,,ly reduced ;t> f." '0 calole ol,,,,,'ora who" "',d w;,h '"' I'u",'h of ABC', Sa'elli" N,w, CII"",el
(SNC). Three d,y, '~<f 'he _nnoun"d I_unch of SNC ;u thc faU or I "SI. 1,J TLlmcr ,nnoun,ro 'hat he would offer _
",cond now, ,erv,ce, CNN2, wh;ch bce,mc Be,dlinc N","'s, for no ,,'''' eh"go <0 cable O~l1uors. 'CNN2 la\lneh,d on
",h,duic [by J.nu"y t. 1982). '"0 SNC '"0" fQllow,J. SNt. 'hough. 1.;1,0 to o'>tain enO"8h ,y'lem affil;"ion" _nd
"i,h;" a ye,,;l< Ow"= had ,hu' ;t do","" ,nld ,he;, ""''' '" Tum<, Il,oadc"';ng, ,.d 'g,-..,d '0" 'h",,"ye""Q
cO"'I"'tition ciao",. Then, w;th;" a month ofSNC, de",;,", Tum" ",,,,ou,,ced tha' h. would ,"ore th,,, lriple CNN',
fc" '0 cable {)]>Clat"".''' {M",: Repo" "p,raglaph 67, Bloomb,rg P"i';on to Ikn,'. El<d JU"' 21, 20lUJ See Ford
.nO locbOn (t 997) ,";m.linH ,h., Lb" p'" 'h"Jugh uf oo,L <I"""",, ;, 'l'fm>X;m.','" ~1fY,. • 11 <h. ",,,I. ,ugg,";ng
that _ffill". fee in,rea"" would tran,late into p,;ee Increase, fo, ,on,um,ra, with _pr,o,;m, ..ly !lalfur~,. ~,;'"

;ncrea" p""d ,IOllg to con,umers. (ford, G, mKi J, Jacksn" (1997), "Horiron,,1 Co"""lr,'-,"" ,"d v<n;,_1
In'egrat;on ;n thc C,bl, T<I",,;,;on Indmlry," Revi"", ofI"d",rr;al Orga"j,alio" 12, 'ill·~1 S,'

'O;m;n;,hoti """,p,"';v,n,,, of Bloomho'g TV wuuld reduce ,I> ,bili')' Lo ,oo"",'n CNIlC. ,,!.',~i,,"~ ,,", ror 'he
'"L,S"')' or ,dv",,;"'" 'hoL pIa<:, • 1',,,,;,"1" volu, ,m ,dvor1;,;n~ ';mo "" hn,;n." "'~,' n"~",,t, , .. 1I'l I~t;-I~~,

;"rra, II

]]

, The "","It, ofT_blc I j in my orig,n,1 Repo~ ,how tbal m,jo, "mlt;-nct"urk own"" _" .ble '0 'ocu,.- r""'" J;"nb".,,,,,
ior ,h,,;, ",'work>, cvon ,onl,oU;ng for nc'wo<k qu,I,'}', n«work maLu'''y, ""J 'rend, 0""' "m,

) 1,,,,0] am! Katz "' J>'l"'Wdpl, I) I
-----'---'--_._----- ----
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"8UC lhat ~<)nc or lhc~c p",~on<1ilionsholds for Ihe pmposed Transacli"n. HQw",'cr, Lho

ewncmic ''"l\u",enl. un&rlying their conditions (aj .nd (b) are n<>l <o",cl. "nd, JS I ,h"", Ln

SC"Ii"n D.2 hclQw, ,( CNIJl~ were affili"led wi,h Comc3Sl, Ihe gain, 1<) CP"'""" lrum r....,.,losing

1J10"m~<JgTV would "ulw~Lgh Ihe los""s.

13} In surp<:>'1 pf oondi,irm l.uJ. C"mca,l ,Ii,ingenuously argues lhal it ·'.only" h<)lds " 24 pcrcenl share

ofMVPD ,ub>c"ber< "nd rile< "",ent case law advocaling Ihal "it was arbilrary and capricipus fPr

thc Cp",m;"iun lu "undulle Iha~" cJble operalol' servin~ more lhan 30 p<!l'unl orlh. markel

poses a lhreal either 10 compelilion Of 10 dLvcr<ily in rrQg,~mm;ng.''' (emphasis in the Comcast

~ling) WhJI. ComcJs! fails to note is Ihal t~,c U.S Court of ">ppoal> ,lid nol sel 30% as s<)",e lypC

el'thl'eshold, but instead thc Court hc.!.ll th"1 Ih,- ~·CC r"Lled w "c.<amine the relevant data oml

"niculale a '"lisi"ctory •.~plan",ion for u, .c Iion_" .oJ reJCt'LeJ lhc 30% ownership cap.'

101) Despit. Dll>, Israel and KaTZ's claims to Ihe C,'lllr'f)'. Iho "e(m,.'mi., lilen""r. does not agree tim

their condiIion (a) i, necessary for f<)red"",,", In Lhei, "hapler in velume 4 of the /lanJhookol

/".;",'ll'ial Ol'ganization till«1 "A Primer on ForedosuLe:' Rey alld Tim1c (2007) "Qndude

.. Fo",dosure varies in eXlenl. It can he complete, "' in lhc casc ora relil,,1 10 deal (equiv.lcntl~,

an extravagant price can .ICrvC a.\ 'c<m;lruelive refusal') or in Ihe case of technical inlCg'~li"n

between c~J1'.rICmcnl'rygo,,,I., 0' portial, (IS when me bOllleneck owner r."o" ',)ml' "nTIS '"

pmduclO in the .dj~"cnl mo,k<L LO Lb. d<1riment ofothel' compeliwrs,,10 Furth,-nn"n;, in nun

monopoly "",rke", f""eclo'u,~CO" vary in effecl, (IS in thc caSe where relusollo de,l by unt (im,

cm, cause a rival 10 e, il I eomrbej '" merdy ",<luee the desimbilily of Ihe rival'< produot

(panial).

15) Indced, thc e~isl,"g cwnomic. liler.lIn" analyzing television program _\Upply impJie, an MVPD

can induce ha,'" by favoring an inlcgralcd no', w'Jrk. Chen "nd W.Ie"n,n (2007) concIudc, "Likc

many other media pmducl-9, cable nelworks arr sllt>jen rQ sub'loniiol e.:aO<lm;es ofscak wilh

rcc,pe<;l 10 lhc number ofsubscrib.", reached, Thai co,1 condLtion imrl,c< that "ralegic exclusion

or~n un~njliated rival nelwork by an MSO would cal'" Ih,l rival's ,,·crage programming cosl per

."~,~riber, lhus limiIing ils ab;lil)' 10 inveSl in pmg,am qu.hly, .1t,1 p~L~mially inducing it to exil

rite uoa,ket altogether. For an ad-supported basic caNr nelwurl. mOrtuVd, co,,-per-th<)usand

aJ,·eni,in~ ,ate, are known iJ> be an incr-easing fum liu", ollho nelw<)rk '; n"';ollal audience reach,

and ;d"eni;crB reg,,,,1 geographic gaps in Ihe nalwnol audIence covcmgc of 0 giv~n nelwork 10 be

a selioll' disadvanlage. In l!lis case, stralcgic vc.,-l;tal rarecJo,ure may lhus wmpound J ,ivai

nelwa,k's diS"dvanmgc in alT~'ling a 'O<)mpel;rive quality orprogmmming.,.t1 Fn"~"rrn,)rG, lh~

, O]Jl'O'i'ion at ; t-l.

, C"m""t C"m""l;on v F C'- ,~7~ r J<! l. t '} (rJ.c Ci, ,009).

10 I":utich: Ro~ and Jea" Ti,ole Iloon .. ~ Pe""'"" F",,-,-I,"UTC, 'Chap", JJ. H"hdbook oOnJu,'lrlal 0,/>"",1,.,10". Vol.•
214~"l220,"lp,2148.

" CIl,n, D. ,nd D, IV"","." (~OO7) "v.n'",,1 f,,,,,,,,,hi~. f'n.og'.m Not""f;; Carri ..c. "nd Tkr Po,i,;oni"g in C'O"
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analysis ofOwen and Wild",~n (1991) shows ,ha' widespread di"llbUlion "Crilical I,,, any

nClw",k, l' wi,h 'hc impli<:.'i"n Ihal losing a siguifican, di;;lribUlor lik" (",>mo",1 would u~cessarily

reduc~ Bluumberg TV'; iuc~",ive,10 invcst in programming ami <~uld pD>sibly rc,c~ Ihem '0 exi,

Ihe markol 0"0' ,imc

16) In Ihe IlDp",ilion., p.16~, Comeasl claims "The limdamenlal a,sumr,i"n underlying Ihi" ,hoory

Ihal C,'mc"I', denial of e,rriage would nece;;sarily eaU$e a nelwork '" reduce its invesllnenl

ineenl,,'~s - i, ~nl irely UJ'-'upp",,,,d" (emph!iSis in Oligin"l) Thi; sl"remem i3 ab3urd in its

,ugge.I,M Lh., Corneas, migb' aclu.lly be hdping Bloomberg TV by denying il currioge "nd is al

0<1<1, wilh lhe established economic, hl~,",ure (ICC Chen and Wa'erman (2007) qUOTed above) and

with recenl evidenoe d,oo hy Dn;, Isro~1 "ml K'[l. "

17) While Drs. Israol "nd Katz', comlilion (a) "",1> al k,<1 i,,,,iAlI.,. C"""CI, ,heIr eondi,ion (b) is

,imply wrong. They sugges~ Ihe key issue i, D"~ (,r ,impl, r.<),; mn'al ITlllrke' power in upstream

u'MkelS and lhal "as long !is 'he nelwork ,rrilled g",alel con,um" value Ihan did allemalive

n",wt'rb, it WDlIl,i be in lhe inle",sl or,h~ MVPD to carry the nClwOlk,,,t<

l~) 'Illi, ..~umenl,however, misses lhe ro,m of,he forcdo~urcliierolw-e, The <.once", is nol Iital

incr.ased bargaining p<>wer by C<unc",' would r«luce lhe ,hare of smplus Ih., • comenl P"" i,ler

can Cam. The COnCcrn" loa, 'he l'omeasr's cable sysle"" ntighl be wliling I" wmpl<1ely I",go

the joint surpl", "eJI~d by a COllL~lIL provIder like Bloombcrg TV because of th. ben,fm ,uth ,

decision may h.l"~ fN its affd,a,~ u[L;Iream rival CNBC.

19) For example, e"~" Ihougb Blo"mlJc,~ TV mighl benefir consumers mOTe ,h.n altemOlivco, il may

not be in Comco.r, intel"" '0 oarry BlCIomberg TV even ifil could cx'rac' oil rent> via affilia,e

fees, Consider Iho "a," m wh,ob Bloombelj; TV and CNBC engage in prtce compelilion for

advertisers. I f ~n integra,ed Comc!iS1 carried only CNBC, lite" il would a, lo"-'t ge, monopoly

adveni<ing rCvClJucs Irom business new, on Come",,', sy"eLtlS "Carryjnll flloomberg TV, even

lo"ugh "on,umers wan~ ii, would reduce CNBC', .d,'mi,,~"S rcvcnue" which in lum could off""

any p<>lf,"i,1 affilia,e fee reduc,ions loal Comc",! mi~hl ~e obie L" "e~",i",e or higher SUb!criplion

fee, c.'m"~-" mIght be able '0 eX',"ct lrom comume" due 10 their h;i¥tc, .. illingnc," '0 P"Y for

r01";';0'"' ,~'" Empirical Sludy," lI.v;.,..' ofI'lJlis"'al Orgo"""Mn )~IJ), 227·2; I, ., ))~·21u

" ~""o M. 0-.." ""J S'even S. Wildm'n (l992), f'ioco E''Qlft)lI"e<. O,!"" 2 (e'l'. a' ppA 1_44).

" Dro. Im,1 ,od lL:Iu (fooloo,e 192 ,,' p"" 142 in 'hci, rebull,t commcn") cite Iii< 'T",wlorcl Pr",n"'L;",,' ,lid" J'.)~

oj Ih" ~r"'Ml ..lio" J<mOll""''' lh< prDfo"'bili'y Or ",i';"8 ,iva),' co",iocdu,ing ri".,ls ,,"cnl>< b,sed on ;OJ, '"''I''' "
'he book Vj"", Econo",'c, by Owen, ,nd WiM""". U,J<nninins 'he l,r",,1 and 1(." ,~umcn', Ihi, ,n"I",;, ,ha..-,
'hal b'ing f,,,,,d,,.eti r",,,,<:om,.,I', IT\IIr~'' w"uld c<Ju,'< Bloomherg TV', i"c,,,"vo< '0 inv",1 in q,,,I"~'

prog"mmi"s and tI,", be.. r,t CNIK ",,' '"Iy in Com<"r, mar~el, hu' also in all oflhe market, io wh,ch (;"Il<.- 'n,1
Bloomberg 'IV compet'.

" l,r",,1 'nd l(aL' " p''''gl'lpil I!;
" Rev,"""-, would be evon ~igh" il' il' Bloor,'o<'~ TV wm r",,,,d '" red,,,, i" inv,,,moo,, ;n p",~",m qual'''' or ,,;, ,1"

TI",ko'-
----------
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Bloomberg TV. Thus, whcro~s ifComeaSl wo", unimcgrawd, it would wanlto carry bOlh

nctwork, (hecau,e it would nol inlernalize Ihe loss of Bloombr,rg TVICNBC advertising ""venue),

by being inlegrate,l, il wou1<1 <lnly wish to carry onc nctwork.

20} It [011 ow, Irom Ihe above paragraph, lhaL Drs, lSI"4d and Kat~'s claim lhal "only lbc 10'8 of

oarriagc On multiplc MVPDs would pose a real threat to networks"" i, incon"cL A ,,,allhreaI Lo

networks can be induce,l by iailing i<J be o"lTied by a singlo largo 11.150, Or own with<lut a [ailun;

to gain carriage (e.g. due to poor channel po,ilioning or lier placemenL),

21} DTh.lsrael and Kat~ conLinue 10 say Ihat "by denying can'iage to a network, Cornea" would

heigh Len that nelwork', inoentive io achieve c!llTinge on olhcr MVPDs, which, by limdamenllol

economic logic, would tend to reduce the price Ihe network wouid charge Ihose olher M VPD,." 17

Tho logio Ihat denying carriagc would reducc fees i, al", flawed Ifanything, il would increa<e

lhem or i, at be,t ambiguou,."

22} Del'. Israel and Kalz claim Ihal as average progranuning <"-0'''' per ,ub/;oriber go up, there i, some

fundamcntal cconomie logic thaL will result in price, going down. Even when one notes that here

we aT<' ronsi,lcring avomge ""81. not marginal cost, logic doe. not ,uggeSl Ihal price, go down,

parricularly ira network is doso to Ihc margin whcre it would choo.lc to shut down. RolatL'd to

this, Dr<. h;!<lel and Katz argue IhaI marginal elTecl' and not average eirect, mallr,r for inve,tmenl

ab,ont ,hutdown, and hcnce inVCSln1Cnl cffects are ambiguoll.>.19 But given lhaI we are

wn,idering an environmeni in which ,hui,lown is a oonccrn, lhiB argumcnt is l1awcd,

23} The arguments above establish that an MVPD wiih a large (e.g. 24%) market share o"n, al lea,t in

principle, either partially or completely fo",clo,e a conient provider Ihat compeie, with on

up'iream rival. In Lho ""'0 urthe busincs! nowS markel, howcver, Cornea,t's 24% markct share of

MVPD ,ub,cribe" unde",late, iis ability to foreclo,e Bluomberg.

24} As ,hown in Table 2 of my original Report, Comcast', ,ubsoriber shore is between ~O% and 65%

in Iho lop-IiHeen DMA! of Chicago, Philadelphia, San Franci,co, Bo,ton, ALlanla, Washing Ion,

DC, Houslon, Delroit, Seaiile, and Minneapoli, (and apprnximaLely 10% in New York City).

These are widely recognized as <Orne o[ the mo.t influeniial bn,in",s center in ihe United Siatr",

Of the 16 cilie, designated "Major national bu.ine<.< ceniers"' or higher in Ihe R""ally oity raling"

" )""ci and Ka<z at p gr.lph 134,
H )=ci and Ka<z at p gr.lph 134,
'" A ,imple e,.mple d,mon"",t" L~i, po;n', Cun,;oJ., two MVPD, anoJ One cOn'en' pm,ide, N, w~e,e lhe OO"","t prov;~er

,"uS[ re<ou~ fixed "".Ill '" ""y ;" bu,i",,,, 0' other"i,e oxit the bu.;"..,. Cou,i",r 'he c,,, ill whk~ MVPD. have ,il
b''1;"iu;"S I'0"e, ""d pay ,Iu" ,"ougIL for t~, collie"' provide! '0 ""'Oup co",, (In a ",odd with bargaining power, •
,imil" an"ty,i, app~e,,) Assu".. 'he g"in, to eac~ MVPD are higher t~'o 'he co'" orprugnomming to N. >0 it is
,me;ent for N to Ix "meJ, )f 0"' MVPD Tdu.'" I<> coo',,,,, ..-ilh N, N must "roup "U Hxed oo<l' f,om 1100 o"e
ICJTUl;ning MVPD. Ckarly prio", go up ur N will go UUt ofb",in,,,,

N I",,) "nd Katz", p.",~mph 13~. f,~"""" 186.

PogeU
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ComC,,",1 is the do",in.n' MSO in 1J.'" Thi, is cons;srelll with J b·",ine" newS n~l;'ork nce<ling

(um~",,1 d;>I[]~u,iGn Lu ,"Irac' advertisers large'ing ",,;Jtn" vf the lIliO.l~r bu,i"es; ..~nlers.

Inde.d, lile pmenli.1 ~uJi"nee r(lr busincss new, progr.,mmin~nel""wks,, cii,pmp",'ionaLely

e"mr",~d of CQ'nca>l ,ub>cribeTh. 29.4% of the readers or,he ~U,iIl"'; new" publie,,,ions Wall

Swrel J"rlC"";, Fd,b.'.,_ ""'Iune, Tire h'c'onom;st, or Bloomber~ B~sine.,.<we~l ar" Come"," cable

sub"",il:x',,, which i; 01-+.2% of these ,,'aders who are cable sub--.cribers." Thus, Come"sl is ~

ne~,"SJI)' ci,mibulM rM ~ network needing access to this key business news audience. For

ex.mple, RI<>umb"'l: TV wou\d be expeered 10 lose Lll'lre ,h~n {{ l} ufi', advertising revenue

if it w~re to lose ,Ii"r;bulion Ihroll~l, Come.S!."

25 i Thus, eslablished economic 'heory ,ega,dingc Iho c,,'numics of program produc,i(ln in 'hc

,devi<ion indusuy and 'hc cvi,lenee spec,li< W C01ll<"-'L bei"g • eri,ie.1 distributor ior TV

~usin"s,ne"", nelworb support ,he ",nelu,io" ,h., C"mL~" ha, 'hc ability to foreclose

Bloomberg TV.

C. The evidence shows vertically integrated MVPDs, and
Comcast in particular, discriminate against unaffiliated
programming

C.1. The economics literature is replete with evidence that vertically
integrated MVPDs discriminate against unaffiliated programming

26) In the Opposilion, Come.st has l;tled Sec lion (C) "m page In "TI.ere "no Evidc'ncc lhal

Vertically In'tgrated MVPDs Diserirnin.re Again", (jcn", Prog'aming," (orneast !\mher clai"",

"\00 ~v"knce ,Ioc, nol support lbe hypmbosi, tb.t ",·rt;,~lly in[eg""od MVPD, 'end 10 deny

~urr;ag~ '0. or olherwise disadvanwge, nc'works ".,.jth ""'hj,,h -.hoy 'Ire nel affili.'ed, p.rtieularly

"'rn, Ron,lI_ ci", ,",I"g .y"'"'' elas,if,,,, U.S, <;'i" b,"'" on '"elf "onom;, lim,,;o"
<h''Il:''<n. ""';~e<lI,.o~w;kVRal1'lly _c;'YJdti"L'y'1<m, """",e<I Mgo" Il. lOW, I'~, ci,l« wh,,,, Come,-" i, th,
dO""n'n' '>f.'l(l inoluJo the <;,i" [j"e<I abov, (except Sealile "hi, h ,., &',•• ,ho no", to''"' ,1""ilt,.,io" of''O'h..
n,,;on.\ ht"ine... center") plu' Mi'mi 'ud P;lt>bulJ!h.

-" MR I D." ,h". ,~ n"mb<[ of caDI, ,ub'c<;he" ;n lOe top 200 DMA, th.t ,,," one or)OO" ofln.., 'he ,i,I", "',,~n"d
b~ Co"",~,,', ,he.. of o.bl, ,,,b,,,ri\>crs ;n ll>: DM/\ {~eur"" SNl K,S"n, 4~ Quorl<o 200~), <iivlde<l \>v ''-< "U",~er of
p""~I' ,..1>0 read ~,e<e ,ilt.,. ;n tho US i, N4",. AiJo.•6,4% of"..," ""de« are "hie "",,'ribe,,. n, "bylt,on
",uu"" toOl Coo",-" .'''''' i, " ij;'"O O.'lA .'" "", ','«matiOlllly dHT,rent 1,0'" "O"_Co"""" 'u"" ,n "ot PMA.
No'o; MRI Dala "ciud< DM"-, 71, I". 'od II~. lM~1 D,I. ,n.ly,i, pmvid«1 t.,. Bloo,"Oe'S, A"f~" ':. :0'0.)

" Tho l"'<cen<age ,h.nge in l! j'V', '0 " .."U, "' 0 ..,"It ",'I",;n! o)i,lri\>"lio" 0" Co",,," (\>..«1 on. 'OU "r v,ewO" ,,,,)
• ,,-,dudio" in CPM ". "".1, oj' '0"'" ,i,w<""'pl i,· (I-CO,",""Sho"OIllTVVi,,"«»'( t
CPMAdj~"mentF"""r'Co"""-"Sn.,,,O'B rVVi''''''I·I. II

" P>go 9
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Iho>< Ih"1 "e ',im;lar' 10 inlegr",od ne''''''''b.'''' In <ul'pan af l!Ii' VLeW, 'hey cite (only) an

\mpll~li,hod "".d,mi, I're""lIlalion b"ed on w<J'~ in Pr<J~,"" ~y G"'gmy Crawron:!

d,mo,,", "Iin~ 111,1 OJm~.,1 i, mOre likdy 10 carry channel, ",a,ge,io~ ~Iack andienee" ,h,n are

'-;".1. I,' TV One (in which Comca" has owneruhip inlon."I'),"

21) Thi, conclu'icm " nol only un,upportcd ~y the academic liter'lure, il is nOI even supp0l1ed by

Com,•.;!', ce"n~mL>l'. In Iheir rebultal repon, Dn;, Isr"cl and Katz conclud'

(M ],ny "i,l;ng studic, orcarriage 'eek 10 answer Ihe queslion: I, a wnlc.lI" mle"mle<1

MVPD more likely '0 oany lhe nelworks Wilh which il is integraled 'han a", (>Iher MVPD,,'I

I'h",,, i, broad eon.,ensus in Ihe lilerarure lhal '" lhe an,wer l(l thi.1 que,,,,,n i< g,n~r:llly

'yes' There is abo a second question lhal has heen addre"ed by n",ny e,;slm~ ,Iudie. I.

an intog'cl'cd MVPD Ie,,, likely lhall other MVPDs 10 cony nel",~,h 'h.' 'he ;"'ogr"ed

MYP D duc, not own? Some ,<ludies ;'ove jound SOlrle evidence in Slipper! ofIhi, et"i'n. bu'

the o,uaii evid.."ce on Ihe second quest;"n i, nlixeJ."" (emph"" added)

28) While I agree w"h !he li"l ,1"lemenl ,hat vertically ;nlegratCLl MVPD,;" m'"'' likely lC cany

afillialed nc!wo" I, ,hc prc.,onl.,iDn ~J' Dr<. liij'~.1 ""d KJIZ ~f 'he ><ct>n<1 <lue,'ion i,,,,,1 f mi,,\.llo,

Ihe economics h,e"'me. In lh~ .b,lraCl'" "or P"I"" in Ihe American Economic R~"i,'..... Chip'Y

(200 I), conclude'" [1)n"'p-.le,1 "p,ra'''rs lcod In oxcIw:le rival program ;;ervices, suggesting

thai cerlain prog,.,u, "rvice' ,"ruwl gam aece", 10 the di,lri~ulion network;; of venically

imegrale<1 coble 'y,lCm (o"""uo" ,," In lh. ab'l,ael 10 lheir paper in !he .Ioumal ofHconomelr;cs,

Waler","n .nd Weiss (I ~Q6) conclude "C~blc>yslems owned by Ihe lwo llIulliple sYSIem

operalM" (MSOsl hav,,,~ mJj",il~ own."hip lie' 10 lour major p;>y nelwork, !cnded 10 cany lheir

alfilia[cd nc'wJrks m,'''' '''''1uemly Jnd riv,l nelworks less frequenlly \b"D did the averoge

lIoninlegrated 'J',""m."" In 'he clb<lrlle' '0 lhcir paper in lhe Rev!e><' ~f'induslrial Organ;2at;on,

Che" and Walennan (2007) conclude "~'<JC"sing On lour progr"m network groups., " we generally

find lhal inlegraled ca~le syslems c.1ny IheLf alfiIi"'ed networb more frequcntly and eany

unaf1llialcd rival nelworks Ic", rrequemiy--a l'''llel'll idenlitJed by previous ,t",li... uiing dala

prior 10 DBS or Ihe oapaeily expansion effecl, ordigilaI cable"" They fu"her conclude, "We

" Oppo,i';o" " p, In
" OPP",;,;o", " p.1 n
" I"ael and lulL.. at para~"ph 142,

16 Otil"Y, T. (2001), "V<rticallntc~"'lion, ~farll,' Fo""I.,.",", ,0,1 C"O"",,, W,lf", III ,I.. l,~I•.(elev;,;Oll lnd\lSl'Y,"
American Eca""",ic Revie.. ~l (l), 428~5" " p.41~

" Watcnn.n, D, "oJ A. Wo;» (19%), "TIle Elf'''' of V<c",,1 1"1t~""o,, """'«0 (,.,k T<1<",,0" Sy.<I,m, ,n" P'y C,~I<
N<l,.•o,h," Juuroul ~r&ooo",',.'c, n. ];7,)"5, .1 p.) 57

" CO,"" D. "'~ D. Walen",n (2007), "V<n;c,1 ()'",.",h,,, P,.,~",m N.,,,,,,k Can-,,~•. 'ed Tle< r",;,;o";ng;n Cable
1',1";';Qo, A" Empiric,] SI"dy," ~"i...,~J In.n.,I,·i,,' Or~••c"Ii,," )0( J I, n'·lj I, p.n 7,

--------c=
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al,o lind rhaT integrated syslem, thar <10 ~an)' nn! net",orh o/len position them Oil <Iigitalliers

hxvLng mOr~ limited subscriber acees;;. ,,"

~iI) Even the work in progress by Crawford (2()()9)" eiied both by Come",t an<1 DI1>. 1>",01 "il<1 KalZ

"<,,,tr~dL<,I.' the claims by Drs, Ismel and Katz, Although Drs, Isra~J ,lml Kotz rile ,lid", 4 3·46 of

the work in p",!",.~" by Crawrord (2()()9),)J ("ome.,t hig~I,g~t;; !>nly Ill. r•.,ull< pf ,Ilde 41,"

ignoring Ihe table.< Dll "!ld~, ~ S-4~, Il.'hlr II d~mpJ1m"I. IhJI l"~mr"Sl " perf~clly wlllLUg '0

foreclDse rival di."ribwIN-'; a"e"" 1" Iheir imegr.ll<,d rcgwnal <r"rI< eha""el';n the PI1;laddphia,

Ihe Soulheast (e.g. Chall~ttc, AII.ill.:». on,1 W,,-'hingl<m DM ''''.'' ... 11 "f Ihi, r~;;enr"h ~QntradiCl\

Come",t 's claim thol "Ihe" " ,,,, ."id'J1ee LhOi "'.J1imlly mle!'-JOled MV PD. ,h",rimm~'e ~gainSi

gcnr~ programming. ".Il

30) While 1 diller wilh DIS IsrJeI "nLl KJIl dllJ wnelm," In.1 Ih,· m.jon'ly Oflh~ cv"kn"~ ravors thc

view that integrated operalo~di,cllmin"e .ga,n>! ri"al <~lllen' pw'idor>i, I ,h:<ro tho" ,iew lhal

thi, does not n~",es<arily ,mply "anlHClmpelll,ve r,an,,," "nd that "deeper analy,i, IS needed.""

The analy,i, ofCom~'BI '., ;n(;cn,i"cs 10 ""gage ;n ,uch r~"d""ing behavLor w;th ,o.;reel (0

ch:mnel positioning andl<01 '.'\!T;oge ;n Sec ,i<on C of my u,igLnal Repurt "llli l'ur1her <lo'elo:.pe<1

below, hClwever, demClnSIralt ,ha, Ihis " 0 hhly possibdLly in the ~Jse of paLti~ipan(s in the

husinos, newS programming marh" 'ndud;n~BIOdmh'''1l TV , aud Lh~[ ~oUdLtLon,are required ;n

order [0 prevont irs oceUrrenC"

" Ckcn ,nd W,lerm,n (2007) ., p}27
'" lei,"' frum '''''gory S. Cr,wl",", l'""e"i'y o<Warwick, '0 Marle"e H. Do"",I,, Sec","!}'. fCC, M~ Dod:" No lO·~6

(A~r. 2B, 20W) (,",ching Gr,go!}' S Crawford. The Empi,ical M,asml:nocno ofFo«clo,u", Jncen';v" in U,S. P,y
Tel,,,i,ion Mat.,,,. Nov. ~~, 2009),

" J""el and tc.'z a' r'~"n~Lc In.
" Opl'O'i,io" 'I W 17,·173. ~lide~) ,how, 'h,' Comc,,-,' .ppo." '" ["or;ts affiliotod ne'w,>;, TV One and Tim' Warn"

'rr'"'''' ,., f"·,,, flU. wt.;.h '0'", "mlia'e,] wi't. Time Wa""" fro," 19BC>·1 '>9J.

" I" ,I>. r"'1 L,,·O ''''". <';0'"'''' h.. previously proy;de.J e"J\1,;ve di",;,ut;Oll of their in"g"...d region.1 ,pon, nClwool!,
I~~N,) ,md" Ih, lO·"II<d "'cr",L,;.1 o,,-,<p'ion" '0 tho FCC'> Pro~,"", A",o" ",Ie~ Mw e1imin"oJ (D;'" NetwLrrk
h", """"U",·,J "', ,".."'i"" t" file. ,o'"pl.i"t " tlo, FCC .~.imt Co,",,<1 as a ...s"l, 0[11,;, ch""ge. "DISH: W, will
r,le ('"",..." oomplo"< 0''0' ,po...," Phil,d,lpILia I"qu;rer, po<t,d JuJy JO, lOI 0
Ihn p: i,,-w...,. ptn IIy.'0 rrVinquir<f"'"",kingll>l~;nc"_br,'akingl20 I007)0_D;,h_ W0_wiJ 1_fiJo_Comc",-,ompJai n'_ovcr
_,pon, Mml, Vlewe.J lun< )0, 2010), In the J....., cose (not coY<:rcd by 'he 'CITo",;,1 ,,"oplion). Ihoy oko' '0 provido
"",,,,, '0 'h<;r P~N 'n ""dMol-delin;lion, bul nut ;n high-defini';on,

"To my '"ow,,,I~., If"", .... 'ho ,mly p"pe" ;" the '"mom;co Iite""ure '10" ",aly'", the imp"'" o["""i,,,l integrd'i<m 0"
,..., ,1m',..," '" <.l"J ,I'a! "m~r,," "etwo,". Ford ,,,d J,el"o" (19%) ,n,J],,, th, ;IL'POC' ol'vertical ;nte~"'tion on
I"'c" ,"d (jool,b.. ()O~" ,n,Jyzes ,h, in,p,e' o[v,nical ;ntogrntion on ,i>c cam,go o[;nlog""od ch,"nel" bu' no' on
<1>< ",ri'G< ~f 'h,i, ""I,

"lm,1 ,od K.. , .. ,.",~r",h IH
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C.2. The analysis of Drs. Israel and Katz when corrected provides
evidence of anti-competitive foreclosure by Comcast

) 1) D". Israd aod "alz perCorm il""e "ddiliooal aoalysc, ill ao allcmpl 10 ,how Ihallhc gencml ",sull

,hal verlically intq;ral«l c~b.l.c "pemtor! lend 10 cxdu<ic rival pr0l:ram serviccs doc, nol apply 10

Cornea" specifically, or al least Ihal if ComcaS! does exclude rival progr,1rn services, Ihen il i. nol

fOf anli-competitivc reasons. NOI only i. "Onc oonviooiog, hut 00 Iheir own or io somc c,,--\c, wilh

appropriarel)' mode" robuslness checks, lhey suppon Ihe oppo,ile conclu,ion.

32) Thcir firnl "llaly,is i. a version of Iho allal)'rical Cramework pmposed by Ausl.1n Goolsbee in a

2007 media ownen;hip ,cudy lor Ihc FCC." Goolsbec argues Ihal in mOn; c"mpelilive markel'

(i.c. Ih",. with high DBS share), il is los, likely Ihal dimibulors will favor Ihoir own nelwork, and

<ii,criminate agaioSI rival conlcoL

)3) D". I"mel and Kat? purpOrt to ;;how Iha, Co,nc",,1 doc. the oppo.ite of mher verlioally inlCgralcd

operalors, i,e" ,hat Ihoy actually carry more of their nelworks in markels wilh high DBS sh3fe (and

Ic," in Ihmo wiil, low DBS share), and aJ'gue ll~lllhis implies Comcasl is nol behaving ill a

<liseriminato'Y manoer." However, a ooding mistake by Drs. I.rae! and Kalz resulted in all

hO:l<lends in DMA, wilhout a Idco presence bcing dropped from. lheir regrcssions," Mcndy fixing

Ihi, mislake reve_",e, lheir result Ba,ed on Goolsbee's approach, lhe evidence supporrs ",he anli

compe,itive c~planalionof [CO"',,"SI 'oj propensity to carry their OW" "elworks.""

34) For ",ference, I first reprodute thc Tc.l.cvanl coeflicitnl! from Or,. Jsrad aod Katz's hb.l.c YI.I."

" Aus ..n Oool,oco, "Venie,1 )nte~ration ,nd Ihe M.rkcl rOT Bro,Je." ,",I C,ble Tclevi,ion P,og"mmin~:' April 200J,
" They, like Goolsbee, do nol nm simil" rc~,,,,,ion, for c,mage of ,iv,1 ch,nnels.

'" Who" defl"ing their variabl", Dc" 1>",01 aoJ Ka," ."ign"d a v,I"" or "mi"in~" '" 'h, tck,,_,h.re v,riable "he," Ihe,"
'.'" no ,elco_'h,re. These mi","s ",lue< P"'P"galed in'o tl,e" koy "pl,,,.tory ""j,ble. the 'U'" of \he DBS and teleo
marke' ,h,re" When 'hey ran \heir regres,;ons, ,hei, ceonornerrie, software (8..,,) .",omatioally omiltcd ,ny
oh",v,tion, ,hal we" m,,,ing, '0 'Oe "'S"",ioo;" ,he "'po" wa< run only 0" m,rket< that h;J tel,o ent')'. TIlat
'J'P""lch, however, i, io,ppropr;'''' he,,",e too", ",,,kat, oould be 'l''',m,''ie,Uy diITeren, from,ll cablo marko". If
one inste,d defm.. 'he leleo_,h,re varj,blc to be zero when i, was missing (as sueh marke" pre,,,m,bly "'YO no tel<o
entry). tho sample ,ize inore..." from 5,335 to 4J,S70 observation" Thus 'he 15T.ollm~ Ka" ,tu<ly omiHcJ 87% of
he>.<lenJ, in performing \he ,n,ly,i" 1pro,i<i<J , 10U"'- '0 '~e Departm,"" of J",t;"" "n J,,'y 29, 20 I0, ""lilying lhom of
'he coJ;ng m"take in D", l,r,,1 "nJ Katz', ,".Iy,i" C"me,,' la,,, filed an ","ended "'g"'~';on 'n.ly'i, 00",c"08 'hi,
,";,tak, (Leite< '" Marlo,," E. De"ch, Sec",,,')', Fe.Jeml Co,ruM"icat;on, Comml,,;on from Mkhael H. Hammer,
AU8u" 1J, 101 0) tllat nlakes ",y ,u~~e<ted cha"~.

" &0 Goolsoce (200J, p,26),

." In Tabl, VI.l, Dc" Is"",) and "ai, report "oigt"oti reg,""io"" wi,h h,,"d,no!> weighted hy lbe pOp"la""n "rlbe ZIP ,,,do
in whieh 'he h<,Jon<i o~",t""
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Table 1, Excerpt <:II ROSU'1$ r",.. Is"'.1 and Kau. Table VI,'

VARIABLES rome han

romcas! -3,15745""
(0,62655)

~Qmcasl_dbsl"'ro 0.11240
(0.01334)

dbsl"'ro_share -0.02520"
(0.01098)

chan counl 0.05233"
(0.00709)

-".' \ lJr». br~d and K.11z inl.",rel Ih. posiIive and significam co"'casL_dbSlelco cocfficienl as ,howing

lb,l Com~."carries il< u""" "elwurks more frequcrtlly when thcn; is mure ~ompelilion, Tbey

lnlcr;>r~1 \he n~J!;lIi ,.~ Ct',",a" c"dficionl as implying lbaI "in ",eas wilh relalively low DRS

,I,.,~. C"m,a" i, ""lllally /e5,' Iik.ly 10 carry ils own neTWork., lhan are Olher MVI'Ds and lbal il is

('''/'' in regions wilh ,,1<llL_ely bigh DBS share lhal Comea,l carne, mOre ()[il, own nelworks lhan

dD Dlhtr MVPD.,. ,'" r~Inrhasis on onginal)

,~) Htowc_u,lhc com:clcd _e"ion olT"ble VI.I pruvided in Mr. Ham",er'.' leuer ()[ AuguSI 13,

21l1O, h.., Ihe following ,,,Ie_am ,,,,,meie'"s:

Table 2, Excerpt of Results from Israel and IIatz. COmlcl4ld Table VI.l lAugusl t J lll1a)

VARIABLES n>m~h"n

romcasl 1,462n"

(0210.77)
corncasl dbstelro -00194]"

(o.oonS)
dbslelro share 0.00405

(0.00B5B)
chan_courJI 0,04274"

(0.OO29Bl

37) Rc'1t1arlably, ahhough On;, l'mel an,l Katz originally argu~d 11101 ~ltre wo., "'" ~vid~n"o (of ."Ii
eompelil.ivo carriage decisions by CorneaSl ha;;ed on the p"";ti,'~' ;;gmli<.nl c(\elfioiem on Ihe

COlll"",SI-dbsleln> variable and lbe n"g'l;v", significanl c,>elfidenl on Ibe n>mcasl variable in lheir

" 1",,1 aM Kat>. at p".ge"ph 146.
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