have been accused of employing restrictive practices to discourage com-

petition with their member newspapers, usually by charging very high

fees for new memberships in cities where there are already meuwber-news-

paers. This practice was held to be illegal in view of the antitrust

law in the Associated Press case (1945). This case is of enormous im-

portance for its precedentual value not only in the narrow substantive

area involved, but in setting forth the notion that the government can
and should, under the constitution and the antitrust law, intervene

to protect and preserve competition in the marketplace of ideas, in ways
which do not involve direct regulation. (See the quotation from Asso-

ciated Press, supra p. _ )

‘ AP and UPI are by no means the only wire services, but they
are the most important for newspapers; broadcast media also depend upon
them heavily. (Radio statioms, particularly, typically do little more
than "rip and read" the news from the wire service.) On the other hand,
the wire services' editors have fairly strong incentives simply to re-

port "everything". The gatekeeping role of the services is not a very

|
strong one, in part because of the diversity of e needs of its clients,

I and in part because of the incentive for speed in reporting the news, which
tends to suppress the opportunity for the exercise of editorial jud; ent.
Finally, there are a number of practical substitutes for AP and UPL,
especially for metro papers. These congsideratidns, together with the

I

fact that the newshole available for wire service stories in the typi-

cal newspaper is in any event large enough to allow publication of a
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tenth or less of the material available, suggests that wire service oli-
gopoly 1s probably not a very serious problem in the marketplace of

ideas.

The business of producing syndicated features (comics, politi-
cal colums, advice, etc.) is apparently quite competitivef Most large
metro newspapers syndicate their major features, and there are in addi-
tion perhaps hundreds of independent syndicators. ¢~~~ features are, of
course, more popular than others. (It is sald tha ts can make a
significant difference in circulation all by itself, for instamce,)
There are two practices in this market which have been seen as anti -
competitive. The first is packaging features for sale on an all-or-noth-
ing basis, a practice akin to block booking in the motion picture indus-
try. The second is the common, but by no means universal, custom of
selling such features on a '"territorial exctusive' basis. This simply

means that a newspaper which buys a feature has the exclusive right to

publisk it in the marketing area defined in the contract. Newspapers
at layer 1 in the umbrella model, the large metro papers, may thus buy
up rights to packages of features which extend for a hundred miles or

more from the central city. GSome of these may not be published. This
de les the feature to newspapers in subordinate layers. Sellers of
features presumably benefit both from the lower transactions cost of
dealing with just one buyer per region and from an ability to extract
fr . that buyer some part of the scarcity rent thus created. It may
be true that this helps to preserve the geographical extent of the
major regional newspapers, and that it i1s thus actually beneficial to

competition, given the growing strength of newspapers in lower layers.

*
The census reports 319 such establishments in 1967, with revenues of $15k

million, and 5,7CC employees. Statistical Abstract (1973) p. 75L, Table 1262.
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Another area affecting competition within the umbrella structure,
as well as intra-city competition, is the issue of distributors. News-
paper distributors are responsible for getting the newspaper from the
printing plant to readers' homes and to newsstands and dealers. They
are sometimes just employees of the newspaper, and sometimes independent
businessmen.

A newspaper distributor owns trucks and hires newsboys; in principle, there
is nothing to prevent him from distributing more than one newspaper.
Independent distributors thus provide the opportunity for newspaper
competition. When the distributors are employees of the newspaper, a
substantial barrier to entry is created, since any newspaper wishing
to penetrate the area must duplicate this distribution network. News-
paper publishers prefer to deal with the distributors as independent
businessmen instead of employees for a variety of managerial reasons;
were it not for the prospect of inviting entry, there would probably
be no question about dealing with independents. Sometimes, the news-
paper attempts to write exclusive contracts with independent dealers.
Antitrust policy should seek to preserve independent, non-exclusive
distributors, for the reasons put forward in the last section of t s
chapter.

The final area of possible antitrust activity in the newspaper

industry involves cross-ownership of broadcast stations and newspapers.
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This form of horizontal concentration is harmful to economic competi-
tion among media on the regional level (down to "level 2" cities),

and is also of course harmful to competition in the marketplace of
ideas. This issue is discussed in detail in Chapter 3. Newspaper
chains are a matter of considerable concern to many libertarians (See
Rucker [ ]I, chapter ). It is not clear, however, that they pose a
very serious threat either to economic competition or to freedom of ex-
pressicn. At least, they are a second-order problem when compared to

the Iissues we have been discussing. Their existence is probably attri-

butable more to the peculiarities of the tax laws and the transferability

of management skills than to a desire to reduce competition.




Public Policy Issues

The fact that newspapers face competition from other layers
in the umbrella model, and from other media, provides a source of
market discipline. In particular, editorial packages must be
"correct" in order to reach a profitable number and type of readers.
Probably there is not very much room for discretion in this regard.
But this does not mean that, when it comes to particular issues of
public importance, editorial policy cannot be "monopolistic" in the
usual sense. The resident of a "layer 3" suburb has a number of
alternative sources of news and entertainment, but only one source of
coverage of local issues, such as local elections or city council
meetings. The local newspaper can have a significant effect on the
outcome of these issues, not only by its editorial page policy, but
by its editorial decisions regarding coverage of candidates and events.
Editorial power and influence on such issues is not insignificant.

The same statements can be made about local news and local issues for

the other levels of the umbrella model, with the exception that elec-

tronic media provide some check on the editorial discretion of the
local newspaper. Still, the electronic media must be regional in
interest, and have little time or resources available for coverage
of local political issues in the central city. The problem is of
course aggravated when the local newspaper also owns one of the

local stations.

The public has the greatest number of sources of news and

opinion when it comes to national issues; the least on local issues.

With respect to national news, there are essentially five sources:
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ABC, CBS, NBC, UPI, and AP. Local newspapers and broadcasters almost
always depend on these sources in reporting national news.* National
opinion is more widely dispersed as to sources (that is, there are
lots of syndicated columnists and periodicals). But syndicated
columnists must pass the gatekeepers of the local newspapers, and
they are not on television. Periodicals do not reach very large
audiences--or at least most of them do not.

What can be done about local newspaper monopoly? There are
several alternatives: (1) Do nothing, because the problem just is
not serious enough to warrant intervention. (2) Regulate the press,
perhaps with a "fairness doctrine" like that used for broadcast sta-
tions. (3) Legislate a right of direct access for editorial announce-
ments and other matter-—e.g., make the newspaper into a public utility.
(4) Restructure the newspaper institution so as to allow greater
freedom of access through vertical disintegration of the stages of
production. Let us examine these in turn.

It is not easy to make ihe case for intervention, since the
effects of local press 'monopoly" on freedom of expression are not
clear cut. We have explored the case, above, for supposing that the
extent of economic discipline on a local newspaper's choice of edi-
torial product is quite severe. On the margin, local newspapers

must be responsive to reader interests; but do they need to be

*There are of course other sources, including other wire services
and sending reporters to Washington. But these simply are not very
important in practice, at least for the average evening newspaper of
26,000 circulation.
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responsive to non-marginal readers? A reader in the center of the
city is not going to be lost to inept editorial policy until things
get pretty bad. Moreover, in some dimensions profit may not be
much affected by editorial decisions because readers on the margin
are insensitive to them. When this happens, the paper has some
degree of discretion, and it can "afford" to exercise its whims
despotically with respect to the infre-marginal readers. When it
comes to coverage of national events, this may simply not matter;
readers who want access to such material do have other options,
although they may be relatively costly. But in local issues, it
may matter a great deal, not just to readers but to people who
would reach those readers and who have no other reasonable alter-
native.

The political candidate who is ignored--not covered--in
a local election will have to spend a great deal of money to over-
come this display of antagonism by the local newspaper. The PTA
group which is trying to reform the school curriculum may win or
lose, depending on the presence of reporters at the school board
meeting where they present their plans. Letters to the editor,
even if published, are a poor substitute for news coverage. And no
one can do anything about it; the editor's decision is final and
there is no appeal. Tt is too expensive to reach people, at least
regularly, in any other way.

Thus, there is some case for concern about local news-

paper monopoly, and something to be balanced against the costs of

intervention.
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If it is true that the editorial content of a newspaper is rather strict-
ly limited in order to be consistent with economic survival, then giving
up a significant degree of control of editorial content will be incon-
sistent with survival. But we really do not know whether the premise
is true or not.
The second problem with a "right of access" to newspapers
is that the Supreme Court has recently said it is unconstitutional.
The state of Florida had a law requiring newspapers to publish
replies to editorial attacks on political candidates. In the
Tornillo case, the Supreme Court struck down this law as violating
the First Amendment.
Access to the editorial process is thus both uneconomic and
unconstitutional, but the debate on this policy is somewhat confused

for the reasons given in Chapter 1. The process to which & "right of

access"

might usefully be mandated is the transmission process, not
the editorial process. What may be needed is a system of access to
printing presses, as opposed to the pages of newspapers already exist-
ing.

The fourth and final possible solution to the problem
of local press monopoly is an alteration of the institutional
structure of the industry. Publishers employ editors and stereotypers
and pressmen and (often) truck drivers and distributors. They integrate

in this way because it is more profitable (less costly) to do so

than to contract for such services with independent suppliers.



But it is in some of these functions that we find the economies of
scale "responsible" for local newspaper monopolies. Could these
transmission stages by split off? If so, would this allow greater
freedom of access to the newspaper reading public?

The distribution function is in many cases already inde-
pendent; that is, newspaper firms contract with independent distri-
butors to deliver newspapers and service circulation business in

local sub-areas. There are economies of scale in this function as

subscriber density increases. It is not obvious why this function

could not be employed simultaneously by two or more competing
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newspapers. The same thing is true of the press and typesetting
functions. These could be centralized and independently owned,
serving two or more newspapers. (Weeklies are already published
this way.) If this institutional change were made, then the only
economy remaining would be with respect to the public good charac-
ter of editorial content. (There is nothing to be done about that.)
The result might be that a number of different organizations could
exist, each producing "a newspaper' of more or less competitive
editorial content, and each using the facilities of a central print-
ing and distribution service. It is fairly clear that the sports
section or the women's section could thus be produced and sold
independently and successfully; subscribers would simply tell their
distributors which packages they wanted. What is not so clear is the
extent to which this would result in head-on competition among firms
producing the same sorts of editorial content. Could there be two
competing sports sections? Or two competing local news sections?
One does not know the answer. But it would nevertheless be true that
access and entry (being now virtually synonomous) would be greatly
enhanced. The political candidate or PTA coalition can regard the
prospect of starting up a competing 'newspaper" as not entire 7
hopeless, simply because the capital costs of entry would be consi-
derably reduced. (Some notion of this can be gained by remembering
that only about 16% of a newspaper's expenses are associated with

producing non-advertising content, or by the fact that a morning-evenin
combination newspaper has % lower costs than separate firms of the

same circulation.)
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This alternative 1s attractive because it affords the
opportunity for increased access and freedom without requiring
government regulation, although it does require government res-
tructuring, either by legislation or by antitrust action. There
is no guarantee that the result will be a marked improvement,
however. Also, one must assume that the change would cost some-
thing in terms of efficlency; publishers now own their presses
for some reason, and one somehow doubts that it is only because they
wish to deny access to others.

On balance, a restructuring of this type may be a
desirable policy objective; it certainly is if we take the news-
paper industry out of the context of changing technology. The advent of
such potentially important new technologies as cable television and compu-
terized pressrooms may make the problem less serious by substituting a
new means of transmitting messages to the public on the local,
as well as the national, level. On the other hand, it is precisely these
technologies which may meke the proposal workable.

The crucial point i1s that there is a way of increasing freedom
of expression and competition in the newspaper field, which does not de-
pend on compromising the editorial integrity of the newspaper itself. 1In
newspapers as in broadcasting the key is the vertical structure of pro-

duction and access to the means of transmission.
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APPENDIX

Economic History of the Newspaper Industry: The Numbers

This section outlines broad economic trends in the newspaper

industry from 1704 to the present day. Such an endeavor is
difficult, Dbecause the statistics on newspapers are quite

unreliable. The unreliability is partly the result of ambiguities
in defining the term "newspaper", and partly the result of widely
differing levels of coverage and accuracy in the statistical reports
available. Accordingly, all of the numbers put forward in this
section must be regarded as at best rough and ready; certainly these
data should not be regarded as having any more usefulness than the
indication of broad trends, over extended time periods

The data have two systematic biases. First, there is a
tendency to count as 'newspapers" things which do not really fit
the modern meaning of that term. This is exascerbated by a tendency
to count morning and evening editions of the same newspaper as
separate newspapers. Thus, the numbers in this section which refer
to "newspaper firms" are almost certainly overstated. The second
systematic bias is in the circulation statistics. Newspaper publishers
have always had an incentive to exaggerate their circulation, in
order to increase the demand for advertising space in their publications.
Before the creation of the Audit Bureau of Circulation (ABC) in 191k,
all data on circulation, even from census sources, must be regarded as
inflated. (None of these comments apply to the "Rosse data" for the

years 1923,33,43,48,53,58,63,68,73.)
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The first successful newspaper, a weekly, was published
in Boston in 1704. The number of newspapers increased stadily during
the colonial period, reaching 29 in 1770 (see Table 2-2 and Figure 2-2).

The first successful daily newspaper appeared in 1783.

Figure 2-2 reveals that both daily and weekly newspapers grew

steadily in numbers from their beginnings until about 1900, when
significant decline set in, which has continued almost to the present
day. (Figure 2-1 and subsequent figures are drawn on a log or ratio
scale; anything growing at a const: t rate shows up as a straight line.)
One of the issues we will discuss in later sections is the cause of
the decline in the number of newspapers after about 1900.

Newspaper circulation for dailies (total copies per day)
is shown in Table 2-3 and Figure 2-3. This series shows growth at a fairly
steadily decreasing rate over the whole period from 1810 to 1970
(this may not be true of the 1810-1850 period, but data for these years are
very gross estimates.) Circulation of daily newspapers grew faster

than population until about the last half-century.




_59_

Tables 2-4 and 2-5 and Figure 2-4 show changes in the size of

individual daily newspapers. Average circulation per newspaper was
gbout 550 in 1810, and grew to more than 13,000 by 1919. The
largest daily newspapers grew from a circulation of about 900 in
1810 to one million by 1900. Press technology kept pace with the
needs of the largest newspapers.

Daily circulation per 10,000 inhabitants grew from 19 in
1810 to 3,056 in 1970; in large cities like New York, circulation to
population ratios have always been higher than for the country as
a whole, in part because these cities have newspapers with large
suburban and rural readerships. UNew York city was publishing 245
copies per 10,000 inhabitants per day in 1810; by 1929 it was
publishing 10,528. (See Tables 2-6 and 2-TA and Figures 2-5 and 2-3A.) The
striking feature of these statistics is the very small newspaper-
reading population in the first three-quarters of the nineteenth
century. (No direct estimate of newspaper readers can be made; the
population data include, for instance, children, while some people
surely bought more than one newspaper, and others read newspapers
purchased by institutions or businesses.) It can hardly be said that
daily newspaper reading was a habit of the general population by 1850.
The big explosion came in -~ e period after 1880. A big surge in circu-
lation per population came between 1850 and 1900; but it then leveled
off and even declined as people turned to other media for news and enter-
tainment. When this is corrected for households, as in Figure 2-3A, it

becomes apparent that the period 1880-1910 was one of revolutionary change.

Table 2-8 and Figure 2-6 tell an interesting story. The
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nineteenth century witnessed a steady growth in the number of news-
papers published per inhabitant. There were 278,000 persons per
newspaper issued in 1810, but only 34,000 in 1899. After the turn
of the century the steady decline in newspaper firms, combined with
growing population, increased this number, reaching 113,000 in 1970
(equivalent to the state of affairs in the decade 1840-1850). Large
cities like New York, on the other hand, seem always to have had

a declining number of newspapers per inhabitant, suggesting that the
geographical growth of the industry in the nineteenth century merely
offset this trend for the country as a whole. That is, the number of
newspapers increased as more cities became large enough to support
them, but there was never a more than temporary growth in the number
of papers per inhabitant in individual cities.

Table 2-9 reviews the history of the foreign language press;
as one might expect it was most important in the decades following
the great waves of immigration. Foreign language daily newspaper
circulation reached a maximum of 1,947 copies per 10,000 foreign-
born inhabitants in 1919-20.

Newsprint prices (Table 2-10 and Figure 2-7) demonstrate a
dramatic decline over the whole period, 1800-1900. (These prices are
in current dollars; prices in general fell during the last third of
the nineteenth century, and have of course risen since.) The data
on newsprint consumption, together with the circulation data, can be

used to form a rough estimate of the sizes of newspapers. If all
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newsprint consumed in 1828 had been used for daily newspaper
production, newspapers would have been an average 7.7 standard pages;
the same assumption shows growth to 12.2 pages in 1880, 17.5 pages

in 1899, and 31.7 pages in 1919.

Postage was probably a significant expense for newspaper publishers,
un kil
eendratr home delivery became significant in the present century, although

it is difficult to find historical

statistics to support this view. Certainly newspaper publishers have
always been important lobbiest before Congressional committees
setting postal rates, and have succeeded in receiving subsidized
rates for most of two centuries. It was almost universal in the
eighteenth century for newspaper publishers to be postmasters, a
practice which apparently continued into the nineteenth century under
the spoils system. (Kennedy [ ], Rich [ ].) Postmasters had the
frank, and mailed their own papers free, while possibly harassing
competing newspapers. Prepayment of postage for newspapers was not
required until 1875; postmen collected from subscribers, and ofter
fees were not collected at all. Moreover, postal rates for periodicals
declined steadily throughout the nineteenth century. This presumably
encouraged spread of urban newspapers into suburban and rural areas,
where they competed with local daily and weekly newspapers.

Table 2-11 shows (for newspapers and periodicals combined) the
late nineteenth and early twentieth century trends in industry

revenues. Advertising increased steadily in importance as a source

of revenue, while subscription revenues and job printing declined
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in importance.

From 1880 onwards there has been a continuing increase in
the number of cities able to support a daily newspaper, as Table 2-12
and Figure 2-8 demonstrate. But, since the decade of World War I, there
has been a dramatic decline in the number of newspapers within a given
city. Indeed, this decline has been so dramatic that the number of
dailies declined by 30% between 1909-10 and 1970-1, while the number

of cities with a daily increased 25%.

The preceding data has been received from a variety of
sources: the Census, Ayer [ ] series, and Lee | ], most prominent-
ly. The scurces have numerous infirmities, disucssed above. Some notion
of the problem can be gleaned from a comparison of Tables 2-TA and 2-T7B.
The five major cities are the same in each table. Table TA is base on
census data. Table 2-7B for 1881 and 1902 is based on data in Ayer [ ].
The Ayer data, compiled by the author, includes only general circulation
English language dailies, excluding for instance business and mercantile
dailies. The difference in the number of firms is considerable. Even
if the data from Ayer are expanded to include foreign language dailies,
business publications, and 1f separate editions of the same paper are
counted as separate papers, there is still a substantial difference
between the two sources. Either Ayer is less inc isive than the census,
or the census was counting a lot of publications which were simply not
daily r.ewspapers. Fortunately, the circulation data are less difficult
to reconcile, leading to the hypothesis that the census included firms

of very low circulation. From 1923 onwards we do have ccusistent, well-
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defined time series and cross-section data compiled under the direction of

J. N. Rosse from Editor and Publisher Yearbook issues. These data

are limited to general circulation English language dailies (excluding
for instance, business dailies and campus newspapers). The data are
all oriented to newspaper firms publishing at least five days a week.
Many of these firms publish morning and evening and Sunday issues,

but these are not counted as independent newspapers. Tables 2-13 to

2-18 provide a summary of this body of data.




Year

1704
1710
1720
1730
1740
1750
1760
1770
1780
1790
1800
1810
1820
1830
1840
1850
1860
1870
1880
1889
1899
1909
1919
1923
1929
1933
1939
1943
1948
1950
1953
1958
1960
1963
1968
1969
1973

Series

8( 6)

24(16)

26 (24)

42(37)
65
138
254
387
574
971
1,610
2,226
2,600
2,441
2,271
2,086
1,903
1,888
1,754
1,781
1,772
1,783

1,854
1,833

1,833
1,792

(Y

TABLE 2-2

NUMBER OF NEWSPAPERS - 1704-1973

Daily
Series Series

2 3

843 909
1,494 1,522
2,112 2,179

2,427
2,343
2,310
2,248
2,199

Series
4

1,977
1,745

1,597
1,538

1,582
1,544

1,552
1,547

1,566

9,333

9,460
9,268
9,263

Weekly
Series Series
2 3

7,777 8,005
12,474 12,9
15,520 16,227

16,796
14,529
13,817
13,298
12,516

(continued)




TABLE 2-2

(concluded)
Sources

Dailies

Series 1: 1790-1820 from Brigham's bibliography; includes all
firms in existence at some time during the year;
numbers in parentheses are firms surviving through
the year; 1830 estimated by Lee; 1840-1933 from census
data which includes periodicals (daily) until 1921;
all of preceding from Lee [ ] Table VIII, p. 718.
1939-1953 from Historical Statistics of the U. S. [
series R~169 (from Editor and Publisher); 1960- )73

from Statistical Abstract (1973), Table 820, p. 502
(from Ayer).

Series 2: Rowell data; includes periodicals. From Lee | 1,
Table X, p. 721.

Series 3: Ayer data; includes periodicals. From Lee [ 1, Table XI,
p. 722-3.

Series 4: Rosse data.

W~nklies

Series 1-3 same as above. 1Incl les semi- and tri- weeklies.
Series 1 drops firms with sales under $5,000 per annum after
1921, and includes periodicals until 1909.







TABLE 2-3
CIRCULATION OF DAILY NEWSPAPERS

(circulation in millions)

Year Daily Morning Evening Sunday
1850 .8

1860 1.5

1870 2.6

1880 3.6

1889 8.4

1899 15.1

1909 24,2 9.6 14.6 13.3
1920 27.8 - - 17.1
1930 39.6 - - 26.4
1940 41.1 - - 32.4
1950 53.8 21.3 32.6 46.6
1960 58.9 24.0 34.9 47.7
1970 62.1 25.9 36.2 49.2
Source:

1850-1909 Lee [ }, Table XIII, P. 725 (from census data)

1920-

19 Historical Statistics of the U. S. [
Series R170, p. 500.

1,

1950-1970 Statistical Abstract (1973), Table 822, p. 503.







TABLE 2-k I

AVERAGE CIRCULATION PER ISSUE OF DAILY NEWSPAPERS

1810-1973 (copies per day)

Mean % _Change Median
1810 550 -
1820 800 L5
1830 1,200 50
1840 2,200 83
1850 2,986 36
1860 3,820 28
1870 4,532 19
1880 3,673 -19
1889 5,209 4o
1899 6,785 30
1909 9,312 37
1919 13,531 45
1923 15,000 - 4,000
1933 21,000 Lo 5,000
1943 28,000 33 6,000
1953 34,000 21 8,000
1963 39,000 15 10,000
1973 39,000 0 12,000

Source:
1810-1919 Lee [ ], Table XV, p. 728

1923-1973 Rosse data.

N
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TABLE 2-5

MAXTMUM PRESS CAPACITY AND MAXTMUM DAILY CIRCULATIC

1819-1973%

Maximum Mex. Daily
Year Capacitxz Circulation3
1810 Loo 900
1814 1,100
1820 4 ,000%
1824 2,000
1830 4,000
1835 4,000
18L0 21,000
1845 20,000
1850 35,000
1856 55,000
1860 77,000
1868 24,000
1870 85,000
1874 36,000
1876 60,000
1880 60,000 147,000
1881 120,000
1887 192,000
1889 288,000
1890 300,000
1895 384,000
1900 1,000,000
1902 1,152,000
1923 623,000
1933 1,411,000
1943 2,013,000
1953 ~,180,000
1963 2,055,000
1973 2,103,000

Yoource: Lee [ ], Chapter V, passim, 1810-1902; Rosse data,
1923-73.

2For earlier presses, impressions per hour. For later presses,

completed pages (printed both sides) per hour. To the extent
that page sizes differ, the data are not strictly comparable.

3Largest daily circulation.

hMaximum circulation of a New York daily in 1816-1820. TLee [ ]
p. 116.







TABLE 2-6

CIRCULATION AND POPULATION
U. S. DAILY NEWSPAPERS, 1810-1910

(thousands)
Copies per Copies per
10,000 10,000
Agg. Daily Population Households
Year Circulation _per day per day
1810 1k 19 _
1820 34 35 _
1830 78 61 -
18L0 303 178 -
1850 800 34h 2,222
1860 1,500 iy 2,885
1870 2,600 653 3,k21
1880 3,600 718 3,636
1890 8,400 1,33k 6,61k
1900 15,100 1,987 9,438
1910 24,200 2,631 12,100
1920 27,800 2,630 11,583
1930 39,600 3,223 13,655
19Lo 41,100 3,121 11,743
1950 53,800 3,570 12,512
1960 58,900 3,300 11,113
1970 62,100 3,056 9,857
Source:

Estimates based on Tables 2-2, 2-3, 2-4 and
U. S. Census data.

% Change
in copies
per Household










e 2-74 .

NUMBER AND CIRCULATION OF DAILY NEWSPAPERS IN LARGE CITIES

New York City Five Other Cities*

Combined Combined
daily Popula- Copies per daily Popula- Copies per

Numb Circulation tion 10,000 Number Circulation tion 10,000
Year (M + E) (000) (000) Population (M + E) (000) (000) Population
1790 3 1.2 49 245
1800 5 2.5 79 317
1810 7 4.2 120 350
1820 8 10.8 152 711
1830 11 16.0 242 661
1840 18 60.0 391 1,535
1850 14 153.6 696 2,213
1860 18 300 1,174 2,555
1870 26 590 1,478 3,992
1880 33 814 1,912 4,257 82 1,009 2,107 4,800 3
1889 55 1,781 2,448 7,275 97 2,335 3,155 7,400 0
1899 29 2,732 3,344 8,170 137 3,432 4,279 8,000
1909 85 4,091 4,423 9,249 116 5,481 5,383 10,200
1919 - 4,807 5,576 8,621 - 6,654 6,578 10,100
1929 55 6,385 6,065 10,528 84 7,783 7,642 10,200
Source: Based on Lee [ ], Tables XVII and XVIII, pp. 730-732, plus census da 1.

*
Chicago, Boston, Philadelphia, San Francisco, Cleveland

Note: Compare Table

2-78.
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TABLE 2-8
INHABITANTS PER DAILY NEWSPAPER ISSUE
(000)
United New York Five other

Year States City Cities
1790 - 16

1810 278 16

1820 229 17

1830 198 19

1840 124 22

1850 91 49

1860 81 65

1870 69 57

1880 52 58 26
1889 39 45 33
1899 34 115 31
1909 35 52 46
1919 43 - -
1929 59 110 91
1939 70 -

1950 85 -

1960 96 -

1970 113 -

Source: Tables 2-5 and 2-7A.




TABLE 2-9
FOREIGN LANGUAGE PUBLICATIONS IN THE UNITED STATES
Daily Foreign-
All regular Daily Newspapers born Copies per
Publi- News Circulation Population 10,000

Year cations papers (000) (000) Population
1810 20 1
1820 17 2
1839 45 =
1850 158 30% 2,245
1860 298 - 4,139
1870 315 64 5,567
1880 799 90 474 6,680 710
1890 1,028 116 . - 9,250 -
1900 1,159 123 - 10,341 -
1909-10 - 137 1,786 13,516 1,321
1914 - 160 2,599 - -
1919-20 1,040 154 2,710 13,921 1,947
1929-30 913 127 2,325 14,204 1,637

Source: Lee [ ], Tables XIX, XXIV, pp. 733-741.

*1856




TABLE 2-10
NEWSPRINT PRICES AND CONSUMPTIO , 1790- )70
(Prices in $/1b - consumption in tons of 2,000 lbs)

Newsprint Standard Pages

Year Consumption Price Per Newspaper Index
1790 .150
1800
1810 .150
1821 .170
1828 1,300 .160 7.7
1832 .120
1853 .100
1860 .083
1870 .123
1875 .085
1880 94,573 .069 12,2
1885 .052
1890 .038
1895 .031
1899 569,000 .021 17.5
1905 024
1909 1,159,000 .021 22.3

114 1,567,000 .023
1919 1,895,000 .039 31.7
1923 2,778,000
1929 3,775,800 .031 44.3
1933 2,680,600 .021
1950 5,521,000% .047 47.7 (36)
1960 6,800,000% 064 53.6 (43)
19° 9,071,000% - .070 67.9 (47)

Source: Lee [ ], able XXVI, p. 742, for consumption and
price data, 1790-1933; Statistical Ar-~++act (1973),
Table 576, p. 353, for prices, 1950-1vy/u, and able 823,
p. 504 for consumption. Pages per copy calculated by
formula: pages = (tons used X 20 ) X 72) / (daily
circulation X 310). There are nowadays approximately 72 standard
size pages per pound of nev »>rint, and the formula assumes
310 days of publication per year. However, newsprint
consumption includes weekly and Sunday papers; there-
fore this series shou 1 be regarded as a rough index only.
(Data in parenthesis for 1950-70 are actual averages
for dailly papers only from Statistical Abstract (1973),

Tab 2 823, p. 504.)
















No. Firms

Agg. Circulation (106)
Mean Cirec. (000)
Median Circ. (000)
Max. Circ. (000)

Agg. Sunday Circ. (109)
Mean Sunday Circ. (000)
No. Sunday papers

Agg. Morning Cirec. (106)
Mean Morning Circ. (000)
No. Morning papers

Agg. Evening Circ. (106)
Mean Evening Circ. (000)
No. Evening Papers

No. Firms by Type
Evening
Morning
Evening Sunday
Morning Sunday
Morning, Evening, Sun.
Daily & Sunday
Morning & Evening
Daily

Monopoly Cities
Cities with 2 Firms
Cities with 3+ Firms
TOTAL CITIES

Source:

TABLE 2-13
STRUCTURE OF DAILY NEWSPAPERS 1923-1973

Year Percent Change
1923 1933 1943 1948 1953 1958 1963 1968 1973 1923-1973
1,977 1,745 1,597 1,536 1,582 1,545 1,552 1,547 1,566 -21
30 37 Ly 51 54 5T 60 61 61 103
15 21 28 33 34 37 39 39 39 160
L 5 6 7 8 9 10 11 12 200
623 1,b11 2,013 2,402 2,180 2,079 2,055 2,112 2,103 238
NN L7 L8 50
91 87 85 8L
486 539 562 594
20 23 24 24
65 80 81 76
310 288 296 31k
30 3k 36 36
21 23 26 26
1,405 1,430 1,411 1,397
1,339 1,141 1,024 972 964 938 930 901 875 -35
106 80 65 L9 63 45 69 66 80 -2}
20k 222 225 249 301 309 309 332 359 76
282 133 96 77 59 €0 55 56 71 -75
26 139 151 154 165 166 170 165 155 496
1 0 2 5 5 N 5 11 12 1,100
19 29 30 30 23 17 9 11 9 -53
0 1 3 1 2 6 5 5 5 -
795 1,183 1,297 1,283 1,364 1,377 1,425 1,450 1,482 86
Lol 205 118 93 T4 5T Lo 38 33 -92
103 38 19 16 17 9 9 5 L -96
1,302 1,426 1,434 1,392 1,455 1,443 1,476 1,493 1,519 17

Based on Rosse data.




TABLE 2-1k

COMPETITION IN THE NEWSPAPER INDUSTRY

% of Daily
No. of Firms % of Firms Papers Sold
in Multi-Paper in Multi-Paper by Firms in
Year Cities Cities Multi-Paper Cities
1923 1,182 59.8 88.8
1933 562 32.2 73.9
1943 318 19.9 64,2
1948 253 16.5 62.0
1953 218 13.7 54.2
1958 168 10.9 51.7
. 1963 127 8.2 43.3
1968 97 6.3 36.1
1973 8l 5.k 32.2

Source:

Based on Rosse data.




Year

;;ZZIE‘~\ 1023

0%
10
20
30
Lo
50
60
T0
80
90

100

Source:

211
1,286
1,829
2,460
3,050
3,871
5,276
8,42k

14,246

32,240

622,749

TABLE 2-15

DATLY NEWSPAPER SIZE DISTRIBUTION-—

DATLY CIRCULATION; END POINTS OF DECILES, SMALLEST TO LARGEST

385
1,659
2,439
3,060
3,815
L,731
6,626

10,102
18,439

42,012

1943
480
2,372
3,225
3,984
L 835
6,072
8,571
13,187
2L 9Tk
60,598

1048 1953 1958
500 840 910
2,725 3,082 3,273
3,775 3,929 k,291
4,639 Lokl 5,397
5,851 6.28L 6 837
7,322 8,217 9,10k
10,293 11,116 12,191

15,540 17,106 18,325
27,848 29,321 31,057
TW,173 76,431 81,020

1963
1,100
3,681
4,609
5,813
7,410
9,805
13,37k
19,723
31,049
76,549

1968
1,215
3,84k
5,027
6 223
8,085

10,521

1L ,50L

21,L29

34,509

75,318

1,410,901 2,013,200 2,402,368 2,179,693 2,079,423 2,055,266 2,112,2Lk

Based on Rosse data.

600
L 000
5,378
6,937
8,619
11,643
15,591
22,67k
35,461
35,461

2,103,363




TABLE 2-16

PERCENT OF TOTAL DAILY CIRCULATION OF QUARTILES

Smallest Second Third Largest
Years _25% _25% _25% _25%
1923 2.2 L.8 10.4 82.5
1933 2.2 L.L 9.2 84,2
1943 2.2 L.2 9.3 84.3
1948 2.2 L.2 9.1 8lL.5
1953 2.3 L.y 9.7 83.6
1958 2.3 L.5 9.7 83.5
1963 2.4 L.6 10.0 83.0
1968 2.5 L.9g 10.7 81.9
1973 2.8 5.4 11.k4 80.L
| @
PERCENT OF MOTAL ™AT"Y CIRCULATION FOR
LARGEST 10%, 5%, 1% FIRMS

Voars 10%_ 5F Az
1923 64.9 50.3 22.6
1932 67.4 52.8 23.2
1943 66.6 51.3 22.k4
1948 67.9 52.5 22.8
1953 66.6 50.8 21.0
1958 66.5 50.2 19.2
153 65.7 L2.3 22.1
1968 6L.8 50.3 20.7
1973 66.3 49.3 20.6
Source:

ltased on Rosse data.




Comb. Daily Circ. (106)
Population (106)

*
Households (106)

Cire./population x 100

*
Circ./household x 100

TABLE 2-17

CIRCULATION AND POPULATION, 1923-1973

Year
1923 1933 1943 1953 1963 1973 Pe;;:gﬂzlg}?l;nge
30 37 Ly Sk 60 61 103%
112 126 137 160 189 210 88%
2l 30 35 43 53 63 162%
27 29 32 3k 32 29 1%
125 123 126 126 113 o7 -22%

*
Households are for preceding decade years (1920, 1930, etc.) from Census data.

Source:

Based on Rosse and Census data.




less than 10 10-99 100-500 500-1,000 more than 1,000
Year Circulation (000)
1918 1,676 13,280 13,908 8,533 13,947
1958 1,753 15,59% 16,594 10,255 13,013
1968 1,741 18,113 17,957 11,052 11,955
1973 1,758 19,728 17,460 10,950 11,389
% Change, 1948-1973 +5% +L9% +26% +28% -18%

No. of Firms

1948 451 881 137 337 30
1958 409 927 137 Ly 28
1968 365 975 151 34 22
1973 333 1,030 1kg 33 21
% Change, 1948-1973 -26% +17% +9% -11% -3 3
Source:

TABLE 2-18

DAILY NEWSPAPER FIRMS AND CIRCULATION BY CITY SIZE

Ci++w Size (N00)

Rosse data.

TOTAL

51,345
57,209
60,817
61,285
+19%

1,536
1,545
1,547
1,566
+2

A
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CHAPTER 3: TELEVISION

B. M. OWEN




The result [of a right of paid access to broadcast stations
for editorial announcements] would be a further erosion

of the journalistic discretion of broadcasters in the
coverage of public issues, and a transfer of control

from the licensees who are -~~~ +--'- for broadcast
performance to private ind...uuu.w wuo are not. The

LY EEE -

~-Opinion of the Chief Justice
(and the Court) in CBS v. DNC,
L12 u.s. 9k, 12L (1972).

Nor is it enough that he should hear the arguments from
his own teachers, presented as they state them, and
accompanied by what they offer as refutations. That

is not the way to do justice to the arguments, or to
bring them into real contact with his own mind. He
must be able to hear them from persons who actually
believe them; who defend them in earnest, and do their
very utmost for them.

--J. S. Mill, On Liberty, quoted in
Red Lion v. FEC, 395 U.S. 367, 392
(1968) and CBS v. DNC Ll2 U.S. 9k,
189 (1972), (Brennan, J., dissenting.)
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“Attention out there! We now bring you an opposing viewpoint to a CBS editorial!”

NEW Yeriem, Z//u/7s>f7"/5 * *




Introduction

Broadcasting is unique among the mass media in America, for
it is the only medium subject to direct government regulation
licensing. Licensing of the press has always been contrary
to the spirit of the First Amendment. It was initiated for
broadcasting in an era when sober men did not rggard broadcasting as a
part of the "press," and it continues today for rather different
reasons. Aside from its peculiar status as a regulated medium,
broadcasting seems to have enormous
social import. The survey firms which supply ratings of programs
claim that Americans spend an almost unbelievable number of hours
each day watching television. Children especially view television
a great deal, and there is considerable controversy concerning
the effects of this on their development. Many, perhaps most,
adults depend on television for news and entertainment to a greater
degree than on newspapers and other print media.
In this chapter we shall be concerned with the economics of
television, the theory and practice of regulation, and the ways
that -onomic analysis can give insight into policies designed

to increase freedom of expression in broadcasting.




Early History of Broadcasting

The early history of broadcasting has left an unfortunate
legacy for freedom of expression. From the beginning, con-
gressional committees and courts with no real understanding of
the technology of spectrum utilization conspired with happen-
stance to produce a framework of legal and policy attitudes
favoring what now seems to be exactly the wrong institutional
structures for the broadcast media.l

Four factors were influential from the beginning. The first

was the obvious usefulness of radio to military units and to

safety and rescue services. This invited early government con-

trol. The second was that broadcasting emerged first
as an amateurish novelty, used by department stores for pub-
licity stunts, and that these uses challenged use of the

spectrum for safety purposes. The third factor was the absence
of any serious attempt to determine by legislation a system of
transferable property rights in the spectrum. Finally, early
broadcast technology was characterized by the absence of any
practical mechanism for enforcing payment by list 1er for the

service they received.

See Barnow (43), Minasian (363), and Herring muiGrOSS[j ]
for early history of broadcasting regulations.
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interest" by a group of administrative agencies (chiefly the
FCC and IRAC) became imbedded in the law, and it was not long
before a body of judicial philosophy evolved to defend this
state of affairs. Of course, no one in the early days of radio
could foresee the enormous importance that television would come
to have. Probably few people saw radio, in 1927, as an impor-
tant source of news and opinion, or as a part of the "press"
contemplated by the First Amendment.

The Federal Radio Commission and its successor, the FCC,
embarked on a program of awarding radio broadcast licenses.
Initial concern was centered on technical questions of inter-
ference: power levels, antenna locations, hours of operation,
and the like. But at a zero price there was more demand for
the licenses than the amount of spectrum the government wished
to make available for this particular use. Some criterion was
needed for selecting among the applicants and for renewing exis-
ting licenses. Congress's instructions on this point were far
from clear: the Commission was to award licenses in a way which
served the "public interest,’ Since no reasonable application
of this criterion by the Commission could avoid examination of
the content of communications, that content became the subject
of regulation. It is true that at first this regulation was
quite general and benign. But as we shall see, the foundation

was laid for increasingly detailed federal regulation of content

Interdepartmental Radio Advisory Committee - see Coase ( 31).







in the electronic media.

The remaining major implicatio of ear y decisions was
equally profound. The Commission allocated less spectrum to
broadcasting than was demanded at the price of a license. The
result was the creation of scarcity rents or excess profits
associated with the license itself. This in turn established a

class of firms with a vested economic interest in the status quo

of regulation and technology, an interest group with both economi
and political power. This precedent was perpetuated and worsened
when television frequencies were allocated. The elementary
economic and political error involved in this allocation deci-
sion might have been avoided either by providing more spectrum
for broadcasting (and therefore less for other services) or by
changing technical standards so as to accomodate all of the
demand, or by charging a license fee which cleared the market

at the supply level preferred by the Commission. These things
might have been done at the onset with little political cost.

The moment they were ~~t done, the vested interests créated a
formidable block to reform which has continued to the present
day. Perhaps worse, a myth was created that there was a " i ited’
supply of spectrum for broadcasting, and this myth provided the
rationale for a long series of judicial decisions confir ing

the Commission's policies and undermining freedom of expression

in the electronic media.
















