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Newspapers and Democracy
Portugal: The Role of Market
Structure

3

A definigio de uma palitica de informagio adequadamente ins«:_rllda no pﬂ‘:
cesso revoluciondnio | | . [exige] soluctes eminentemente politicas, isto
{ue pouco ém a ver com “‘remédios’” de caracter écnico. !

Jesuino Report, August 1975,

Neste quadro de contexto social e econdmico, inferessa indilcar a razio
principal do cdos presente: a auséncia de uma estrutura organizada, base-
ada na comperéncia intelectual e na experiéncia adquirida na procura da
gestio economica racional 2

V. Springel Report, August 1976.

On April 25, 1974, for the first time in over forty years Portuguese newspapers
were free from censorship. This remarkable outcome was soon followed, hnm\ntuv-
er, by renewed attempts at controlling the press. Indeed, during (hc_ !ast eight
years the mass media have been subject to severe economic and political pres-
sures, which reflect not only the volatility of the environment but also the
unstable structure of the market for media products. A tension between freedom
and control is evident in the opening quotes, taken from two of the nunierous
outstanding studies of the “situation of the press.’” The first quote is l'mm.a
report named after the minister of social communication who mmnjussnmcd i,
which shows a strong preference for an obedient press. Also (despite the pres-
ence of economists in the study group who prepared the report), the quote reveals
aversion to economic constraints, summarily dismissed as "tcchnical:" 'l_‘he
second report, known after the name of its Belgian author, describes the situation
of the press one year later as **chaotic.” Its major emphasis is, furthermore, on
the virtues of rational management to preserve the autonomy of the press.
The volatility of the economic and political environment in Portugal is rai_rily
well documented,? and other chapters in this volume describe instances of politi-
cal pressures on Portuguese newspapers. In this chapter we emphasize the con-
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strmt od the ket strctire v informidliom pobicies soashing o prescerve o e
pross, polinesl democricy, and the tadmonsl ok between the twi

Newspapers and Democracy: Some Comparative Evidence

A hasie postuliate of hberahismoas that o “free press™ imphies and s imphicd by
pohitical democruey  OF course, freedon is notcomplete: the liberturian theory of
the press was gquahlied in the forties by the U S Commission on the Freedom of
the Press, yrelding the soctal responsibihty theory  But the tundamental conflict
between freedom and control 1s apparent when cither one ol these views is
contrasted tothe authoritarian theory of the press or its Soviet Communist variant
underlying. for example, the Jeswing Report.t More recently. political sociolo-
gists have developed these doctrines with an eye on constructing potentially
testable hypotheses about the effects of mass media on social control and social
change. To some the media are instruments of socul control which *“*depoliti-
cize'" the masses, and analogies are drawn with the circus of ancient Rome. To
others media induce social change, so that control 1s more likely to be observed
when the system is under stress * Assumptions about how well audience prefer-
ences are reflected mithe media hie at the heart of the problem: Nevertheless, the
obuious ditficulty in attempting to test these hy potheses across countries involves
ways of controlling for different levels of economic development, as measured,
siay. by per capita income rather than for difterencey In consumens” prelercnces.

Consider figure 3.1, which shows a logarithmic plot of Erpsyaptibagl pésilugt
per capita (in dollars) and newspaper circulation per thodsaid popalanog Sathe
mud-1960s for most countries in the world.® According to the data, 87 percent of
the cross-country variation in circulation is associated with the level of income,
and the stope of the regression line implies that a 100 percent increase in income
per capita would on average have increased newspaper circulation per capita by
130 percent.” Portugal's per capita income of 400 dollars would thus be associ-
ated with a circulation of fifty thousand per capita, rather than the observed level
of about seventy thousand. This suggests that newspapers were more widely
circulated in Portugal than the level of income would predict. Note that the Same
is true for Spain, Yugoslavia, and East Germany, while the opposite holds for
Italy, France, and West Germany (all circled). While this is an indication of the
shortcomings of the double-log-linear hypothesis that underlies the regression
line, a similar average pattern would emerge if other measures of mass commu-
nication were regressed on income, because of the high correlation across count-
ries between the number of television or radio receivers and newspaper circula-
tion (see table 3.1).* These high correlations make it tempting to construct
compaosite per capita indices of mass media and domestic communications devel-
opment, including consumption of paper (other than newsprint), domestic mail,
and number of telephones to find that, on average, Southern European countries
(including ltaly and France) show a higher ranking on domestic communications
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respect to the government shows that relative to the average elfect of the level of f - 328 : £
income—which is determined largely by the Western countries—socialist coun- 3 - & 2. g
tries are substantially below while Portugal and Spain are halfway in between. ! 2 o 8 §  ER i
, " 2 ; - e~ s
~ Netting out the effects of income per capita on the Dahl and Loewenstein & 3L 2 2 28 3 5 8 & §8: ¢
indices, Russell Neuman finds that newspapers, unlike radio or television, still s = 5 a i : -
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Having found evidence of a net positive effect of newspaper circulation on
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democracy, Newan goes on otest whether the net e et o the niass nicdia is 1o
remtorce sovtl control or o serve us w catudy e agent of social change: He s not
able to reject o accept any of the hypothieses he consteacts ' This is not SUHIPIES-
ing grven the stunstical methodology and the data Gsed. But it is not damaging
ctther. In Tact, o mentioned. the imphcations of a gross-vountry link between
newspapers and democracy for regulation policy can be analytically drawn from
the specific features of media products. to which we now .

The Structure of the Market for Media Products

Miss media products, weitten or broaduast, have specific featires which imiply
4 market structure different both from pedect commpetition and from pertedt
monopoly " As w comsequence. allocative effwiency in this market may regiire
government regulation. To begin with, media products are public goods, ke
natwomal defense. fire protection, and public parks. Once created, the messige
can be transmitted 1o any size sudicnce without any additional cost of resources
needed in creating it Since the margingd cost of consumption by an extra indi-
vidual is zero an a perfectly competinve equihibriom the producer could never be
compensated for the creation cost. As a consequence public gouds ate generally
financed by taxation or, when sold as separate commodities, they cirry i price
that will always exceed marginal cost, thus generating elficiency. The public
good element vanes, however, among dilferent media products. In the cnﬁ\f

1t

electronic media, both the content and the dl\t:'ih‘Ftﬁjurm r&}a@ 10tk | dar O
case of the printed media, the content is a public good But the meahs of distribu-

tion (Tor example, the newspaper) is a private good.

This private good is in fuct a joint product, containing news space for readers
and advertising space for advertisers. These two products are linked since, given
the cover price and the advertising rate, demand for news space, and thus
circulation, depends on content (the public good feature) which can be measured
by editorial costs, while demand for advertising space depends only on circula-
tion. This makes the newspaper what Edwin Chamberlin culled a “variuble
product.” The presence of advertising dilites the inappropriability of the news
space precisely because advertisers are willing to pay more for space as the
readership grows larger. On the other hand, the presence of advertising requires
media firms to compete in two separate types of markets: they have 1o compete
for audiences in one market and compete in another market to sell more au-
diences to advertisers. If both news and advertising are sold in fixed proportions
this causes no difficulty. When the proportions are variable, average total cost
has to be defined in terms of a particular product mix in order to carry out the
analysis, as shown by William Baumol, John Panzar, and Rabert Willig, In the
case of newspapers, in fact, Max Corden showed long ago that for an isolated
firm, optimum circulation from the viewpoint of advertising will be farger than
optimum circulation from the viewpoint of editorial content snd will vary differ-
ently relative to costs.

60

Newspapers and Demcracy, in Portagl

W an clement of monopoly in supplying is varable product. Nevertheless, the
Adustrial orgamzation of the daily press Jiffers from perfect monopoly because
there is substantial competition from television, radio, and printed material such
as weekly magazines (ntermedia substitutability). Furthermore, as reading pret-
erences become more homogeneous, the clasticity of demand for a particular
fewspaper increases. so that monopoly power declines. The market for media,
Just Tike the market for antomobiles and other differentiated products, is suid to
be impertectly (or monopolistically) competitive rather than perfectly competi-
tive. The analysis of this market structure, initiated by Chamberlin and surveyed
in Robert Kuenne, has recently been developed by Michael Spence (1976),
Avinash Dixit and Joseph Stiglitz, and others. The role of entry in these markets
also has been recast into the wider framework of contestable markets by Baumol
and his assoctates. Briefly, the pricing rule that marginal revenue equals margin-
al cost implies an efficiency loss because price exceeds marginal cost. As a
consequence, if price equals marginal cost, firms will make losses, which would
have o be covered by lump sum subsidies. When sach subsidies are ruled out
and the constraint of nonacgative profits is imposed, this markel structure can be
compared 1o a situation where the intensity of the preferences of the audience
about the products is fully reflected, subject only (o the constraint of financial
viability, The point is that if there is free entry (exit) so that the market is

fieul »stuble profits will stll be driven to zero and average revenve will
Iﬁq lf}élf‘@ ep 12

rage cost,

Monopolistic competition also implies that even if each isolated newspaper
firm was to view demand for its product as parametrically given, demand cross-
elasticities with respect to prices charged by competing media would be neither
zero (as in the case of perfect monopoly) nor infinite (as in the case of perfect
competition). The welfare implication is, therefore, that under monopolistically
competitive pricing, high (own- and cross-) elasticities create an eénvironment
with too many differentiated products while low elasticities may make for less
product diversity than the optimum.

The structure of the newspaper industry is also different from perfect competi-
tion on the supply side becuuse of the presence of increasing retumns to scale.
Thus, James Rosse (1967) found that in the U.S. newspaper industry marginal
costs in circulation were nearly constant, rather thun increasing as in perfect
competition. Given substantial fixed costs, this implies that average circulation
costs decline when circulation increases. For example, Rosse estimated that the
average cost of a subscriber-inch of advertising declined about 3 percent for each
10 percent increase in subscriber-inch output; a decline in circulation will imply a
more than proportional decline in profitability. Thus, the effect of fixed costs is
1o reduce product variety relative to the optimum given by consumers’
preferences.

Under these conditions, media conglomerates are likely to appear as some
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firmis grow faster than others. Aveonding o James Derronges, the fraction of
fewspapers owned by Cliins in the Uitedd Stites was over twortirds m 1970,
up trom less than one hialt i 1953 Newspaper: groups and cross-ownership
(**media baronies ) bave also ncreased i pmporfance while direet new spaper
compention has substantially dechned Rosse (19800 repoits, that i 1923 there
were SU2 1S cities with multiple dasly newspapers whereas in 1978 there were
only 38, duning the period, the percentage o1 One RS Spapes vities (5 local -
popolies’ ) increased from 61 10 98 pecent ol cites watly newspapers.

A tendency for the total pumber of pesspapers o dechme also has been
oherved  other industrial countres. Using  circulation spiesd™ mexde! fitted
 Swedish data over 1946- 1971, Lars Engwall (1975 predicts a 40 peruent
deching by 1983, The spiral model implies that circulation shares will then be
chiser o each vther hecause the newspapers that are more likely 1o be suspended
are the ones with @ small circulation. As a conseguence, concentratibn ratios
need not increase with the dechine of the auniber of newspapers. This is con-
sistent with the finding that most of the recent mcicase m concentriation hits been
observed outside the industrial world ' Note also that economies of scale imply
a tendency for the vertical integration of the production ol newsprint, the produc-
tion of editorial material, and the distribution of newspapers O subscribers and
media outlets,

A final characteristic of media industries follows directly from the fuct that
they produce public goods under monapolistic met-lilmn_: the media are gener-

ally regulated by the government. Reguliation takc ek} a(gmdi‘lg 0
the mediom and on the ecoromic system. Government ownershipof te CVIsion 15

very frequent (it is observed in 80 pereent of countries) while it is much less
frequent for print media. One general argument for government regulation of
ohigopolistic industries, advanced by Dixit and Stglhtz, is hased on the observa-
tion, already made, that in the absence of & government subsidy, goods with
fixed cost, low marginal cost, and inclastic demand will be produced in subopti-
matl quantities. This feature of the market s responsible for the observed finan-
cial difficulties of newspapers with high quality material (high editonal cosis)
intensely demanded by elite groups. Stmilarly. Spence and Owen (1975) con-
clude from the market structure of the broudcasting industey in the United States
that, given a policy of open entry and a low cross-clasticity of substitution among
programs, a charge for television programs would be preferable to the present
system of programming entirely supported by advertisers. There is, of course,
the danger that government subsidies will muke the firm less cager o compete on
the advertising market. Schemes have been proposed, in particular by Fred
Hirsch and David Gordon, which attempt to get around this problem by basing the
small circulation subsidy on increases in, rather than the level of, circulation.'®

An aliemative policy, based on the importance of entry in the prescrvation of
allocative efficiency, would be for the government to increase the contestability
of the market. Indeed, in a perfectly contestable market, the presence of fixed
costs need not represent a barrier to entry. Fixed costs do become an impediment

Newspapers and Demovracy in Portugal

to efficient pricing if they are sunk so that they provide the incumbent firms with
a cost advantage over potential entrants. One possible way to prevent sunk ¢osts
from determing entry is to have them bome by the government. The same would
happen with o mandate that sunk costs be shared by a consortium rather than to
have them incurred by the firm that is supplying the services. Aside from draw-
ing the regulatory net over only the segments of the industry that are inextricably
associated with heavy sunk costs, tax measures can be devised fo encourage
rapid depreciation, retooling of plant, and reuse of old plant in new activities. U

Before using these concepts to analyze the Portuguese newspaper market, il
should be noted that frequent entry and exit can only be used as evidence of
murket contestability in equilibrium by reference to'a sustainable industry config-
uration. To the extent that incumbent firms are not financially viable at prevail-
ing prices, the direct effect of entry (even costless) in promoting industry-wide
efficiency is lost. There remains, however, the indirect effect of increasing the
government subsidy to incumbent firms and therefore the hope thi
price configuration eventually will be achieved.

The Portuguese Newspaper Market

Whatever the relative position of the country in the newspapers -

] { scattergram (figure 3.1), a basic feature of the Portuguese daily is its small

| d@l’ OCF-utu ';r@ in 1978 there were twenty-five newspapers with a combined

diily Circulation of 650,000, zbout the same as the circulation of Corriere della

!‘ Sera or France-Soir.'s OF those, eight were in Lisbon (combined circulation

400,000), three in Porto (200.000), and nine in the islands of Azores and .

Madeira (20,000). The remaining five were published in cities of the interior (sce |
table 3.3).

The dominant position has traditionally belonged to Lisbon's Didrio de Not-
fcias., established in 1865 by Eduardo Coelho as a **popular’” newspaper (that 18
10 say, without an explicit political stand). Indeed, its creation is ofien seen as the
beginning of a newspaper industry in Portugal.'” The other major Lishon morn-
ing daily, O Século, established in 1881 by Magathes Lima as a Republican
newspaper, ceased publication in 1977. After the Republican Revolution of
1910, several ephemeral political newspapers appeared, of which only Re-
piiblica, established by Antonio José de Almeida and sold mostly o subscribers,
L survived until the 1970s. After the military coup of 1926, the number of news-
papers fell, to increase again during the Second World War. Of the newspapers
created then, however, only Didrio Popular has survived.

Television was introduced in the late 1950s, when a process of rapid economic
growth was about to begin. Relevant changes in industry structure were the
decline in the domestic production of newsprint, displaced after 1964 by imports
from EFTA,29 on the one hand, and the acquisition of newspaper firms by large
conglomerates, particularly banking groups, on the other.*! In the late 19605,




Table 3.3
Portuguese Daily Newspapers in Early 1978

| | Cwoersh
Circularion | (f aoe

Date —_— - Private
fatablisnmd Azeil (Decesbert—————
Ticle (abbreviation) FPlace | (1sconcinued) | 1974 1577 | - B
Jornal do Combrzia {JC) Lishon | 3 0 (Y '.!Slili AL2 - "
liSepe. 3, 1978}
1. Didrio de Morfcias (DN) N Liston | Cee- 1%, 1864 192 1G0 ‘97.098 N
0 Ségula - Lisbon jap. &, 1881 |700350] — N
(Fen. 3, 1917)
Hovidades L tiskon | Jam. 7, 1888 | moa. - c c
l (May 3, 1576}
Rapublica E Lisbon Jan, 1%, IS11 | n.a. — -
(May 5, 1373)
2. Diirto da Lisboa (DL} E tabon | Apral 7, 1921 | 39 %8k 41.2%0 t
A Voz | Lishon | Jam. 1%, 1937 1 n.a. -— G -
) _ | | stses) |
Disrio da Hanha “ ‘ LisBon | Agril &, 1931 | a.a \ — ] -
{1968
3. Dtirio Fopular (DP} 3 Lisken | Sepe. 32, L9u2l9l.s4a) 67.392 ]
h. A Captral (Ci) E Lisben Feb. 21, 1968 |83 216 35.715 A
Epoca N Lisbon | 1983 | m-a. - G -
(ay 1974}
5. Jermal Weve (Mv) £ tisbon |Apeil 17, 1975) =— | 37.12& | -
6. A Luca (LU) £ Lisbon Aug. 15, 1373 — “i.526 =
1. 0.Dia (DL} M Listien | /Daec. L, 1975 - 9. 300 -
8. 0 Giario (OR) M Ltsbon | Jao. 10, 1978/ -= | sz.easi]| -
9. Comdrcis do Porto (CP) Opareo (M*)| ltoow 2. 1854 15 7740 59.320% u
10. Primeirs de Japetro (PJ)  |Cports (¥*)| Jaa. 1, 1869 70,881} &
11. Jornal de Notfcias (INt) Oporzo (M*)| lupe 23, 1888 399.100 N
Other Contioencal (1) 4
12, Noticias de Evora L] Evora Sept. 8, lerﬂ
13, Didrio do Misho Braga April 19,719
14. Correin do Micho LL) Braga July 7, 1926 | 1.084 G H
15. Didrio de Coisbra Coimbra SMay 24, 1930 | 5,331
Didrio do Alencejo Beja Jupe 1, 1932 | a.s.
(Feb. 13, 1927)
Diarioc do Ribatejo Saotares | Nov. 21, 1967 | m.a. || —
(Dac. 15, 1977)
16. Diatic do Sul - tvora Tah. 25, 1969 | o.a. 1.800
Yadeiza (=)
17. Diarzc de Nocicias Funchal Det. 11, 1876 | 7.756| 6.201
18. Jornal da Madaira Funchal Jan. 1, 1927 o.a. .8 c c
AzocTes
19. Diario dos Acores ¥ | P. relgada| Fee. 5, 1870 | 2.258] 2.50)
10, A Goiso E |A. Herolsmo| Dec. 1, 1883 89| .30 | c | €
21. O Talegrafo Hae Faial Sepe. 2, 1893 | w.a. 1.660
i1. Correio dos Agsres He=| 7. Delgada May 5, 1920 | 2.263| 2.260 s
23. Correis da Borca E Fatal Dec. &, 1930 | n.a. 980
(19 ui:tla M*~| P. Dalgada 1344 1.460) 3.376
23, Didric lasular s=s|p, Heroismo| Feb. 16, 1966_ n.8. n.a.

source: Data supplied at SECS. (Secretaria de Estadi da Comunicagao Sucial).

norrs: Unless otherwise noted, newspapers sre pablished daly, except on Sundays. * indicates that
they are published on Sundays, ** indicates that they are nt published on Monday. and W
indicates that they are published on weekdays only. Ownership s distinguished as Belore (B
and After (A) the Revolution, (C) means Catholic Church, (61 government party, (N)
Nationalized, (1) Managed by the govemment, and (S) Self management (M) denotes morn-
ing and (E) evening.
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i P moming government newspapers were merged into Epeca while editoral
fhicts i bank-owned Diario Popular and Dwdrio de Lishoa led, respectively,
Vihe creation of A Capital and @ wider cireulation for Republica. In 1972 the
establishment of a weekly Evpresse dubbed ““independent from politicsl and
cconomie power™  introduced  further compenuive pressure on the daly
NEWsFpers.

The increase in readership (and cover price) following the April 25, 1974,
abalition of censorshup was surely not enough to offset the substuntial increase in
input costs of the early 1970s. Also, when hanks were nationalized in the after-
math of the March 11, 1975, leftist coup. eight troubled newspaper firms became
owned by the state, which also acquired @ minority partigipation in O Prumeiro
de Juneiro. In Lisbon. the state-owned press quickly began to echo the *‘party
line’ (as wished in the Jeswuino Reporn), and editorial conflicts were fostered in
the remaining private metropolitan newspaper, Repiiblica. The military triumvi-
rate attempted to control the only private radio station—owned by the Catholic
church—and finally silenced Republica by force.

Readership of the *“progressive press’” meanwhile had declined but govern-
ment subsidies covered the losses. Largely as a politically motivated attempt 10
counter the media monopoly of the state. but also because entry appeared profit-
able, three privite newspapers were established in April and May 1975: Jarnal
Novo as an evening daily and O Jornal and Tempo as weeklies formatted after
the suceessful Expresso. Similarly, during the **Hot Summer™* of 1975, A Luta
me as an evening paper following the Repiiblica tradition, while

1t the weekly of a Maoist party—began to appear every day.

The cleavage between the *“progressive”” and the private newspaper was fur-
ther exacerbated during the sixth provisional government. Indeed, a study by
José Lechner (1975a) of the **distortion”" of political news in Didrio de Lisboa,
Didrio de Noticias and Século was used by the military committee that investi-
gated the events of November 25, a less than usual fate for products of content
analysis research.2?

In any event, soon after the temporary suspension of the culprits, two new
private mormning papers appeared in Lisbon, O Dia and O Didrio, the later on the
“progressive’” side.

Since then, a stagnant readership, several new weeklies, and the continued
presence of several government subsidized dailies led to the suspension of Jornal
Novo and A Luta, but they were replaced by A Tarde and, until recently, a
Scandinavian-style party daily, Portugal Hoje. Furthermore, in 1979 another
Lisbon morming paper, Correio da Manha, was established. Thus, while the
three newspapers in Porto have been in publication for about one hundred years,
the nine Lisbon newspapers are the result of four exits and five entries in the last
eight years.

This description can be put into the perspective of intermedia competition by
looking at market shares. Behind the figures reported in first three columns of
table 3.4 is the strong assumption (mildly justified by the high correlation point-
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Table 3.4
Exposure and Shares by Media Type

(2
(1) (23 (3} {<) (5)
| ‘Skare In ousibér of units Regular | Advercising
‘ EXpPOSUTE | expendirure
_fases . aem aws | 1578 1970
| |
Radio 59 e | @® 72 22
Television 140 21 1 35 70 L6
|
1 | . .
hatlies 3t | 23 ‘ 18 ‘ i7 14
.= SO | | ] e

SOrgEES LY through (3 number of expenses o madio and televisions cacaliation for duily news-
papers Trom CUNESCO Sanstial Vearbook th ouiiibur OF ieceisens g nae)
{4) Percentape of respondents whio dpsseted ves [ a question dbout regular exposore.,
feoin Table 3 15
151 Pt supplicd By SECS (Secretami 6 Fatado iy Clnmmicagaot (i incldes all prived
miediad

ed out above) that the number of receivers for broadep qdiaig £o
danly newspaper circulation. The table contrasts these E;mw
the percentage of regular exposure to radio, television, and datlies ina 1978 poli,
and with the advertising share by media type in 1970, While there is some
comrespondence hetween the shares of broadeast and print media according to
these three criteria, radio and television have opposite shares in advertising and
audience, Furthermore, the drastic increase in the audience share of television
suggests that, just as in other countries, newspapers (specifically dailies) have
been losing in terms of intermedia competition.

Aggregate Supply of and Demand for Dailies

Quite aside from the difficulty in computing accurate audience shares by
media type, measuring the audience of print media by circulation can be quite
misleading.?? Since circulation data for weeklies is not available, furthermore,
we have to rely on trends in the aggregate circulation of Portuguese dailies,
which are not even adjusted for leftovers. Thus, an index of circulation per unit
of real output (table 3.5) declined steadily from 100 in 1964 to 431n 1977, while
an index of circulation per capita with the same base increased steadily to 132 in
1974 aad then dropped 10 79 in 1977, The implicd [zero price-elasticity] income
elasticity of demand for newspapers is very low (about 0.01). Given the change
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Tahle 3.5
Circulation Indicators 1960-1978

(0 (2) (N (&)
Number of Daily Indices 1964 = 100
daily circulacion circulacion circulacion
Newspapers (In thousands) per capica per unit
output

1960 28 558 92.6 116.6
1961 33 561 94.1 110.9
1962 30 601 100.0 111.5
1963 29 577 95.6 ° 101.9
1964 10 602% 100.0 100.0
1965 29 622 10446 45.9
1986 29+ 645 108.8 95.8
1967 29 674 113.2 92.8
1968 3 63 T*N 117.56 89.3
1359 32 720%% 120.6 89.4
1970 13 743 126.5 84.4
1971 31 705 1206 75.1
1572 29 745 127.9 73.4
1E:? 29 740 126.5 65.5
1 "'Uturo 32 799 132.4 70.0
1975 30 612 95.6 56.2
1976 30 609 92.6 52.1
1977 28 527 79.4 42.8
1978 29 609 91,2 47.9

noTes: *UNESCO estimipte ** interpolated

soukers: (1) and (2) UNESCO Staristical Yearbook, various issues.
(3) Population and GNP at 1975 prices from IMF, International Financial Statistics,
various ssues.

in the relative price of newspapers over the period, it could only be made
consistent with the cross-country estimate of figure 3.1 if the price-elasticity of
demand for newspapers was larger than one.

on increased steadily from the carly 1960s, while the price of newspapers
fined constant until late 1969, when it rose by 50 percent (at the time the
ual rate of inflation was a record 9 percent). The increase in relative prices in
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Table 3.6 Figure 3.2

Changes in Cover Price (escudos) Relative Price Indices (Base 1964 = 100)
1946 (November 1) . 80 205r
1956 (October 1) 1.00
1969 (October 1) 1.50
200}
1974 (February 1) 2,50
1975 (January 2) 4.00
1976 (September 6) 6.00 198}
1977 (December 12) 7.50
1978 (May 25) 10.00
1 = ——
sonkcr Data supplied ot SECS) (Seoretana de Estadir da S0 f X
Comuniagio Sovial) ' / = Ko
, —
/
1251 /
1970/ 1s due to a fall in the rate of inflation (1o 6.4 percent). Inflation picked up ,{
again in the early 1970s so that until the 67 percefit_increase in cover price of : s
carly 1974 (table 3.6) the relative price of newspaser dioppei-2onSderbly. I IQ)' Y
Since then, despite the acceleration of inflation to over 20 percent per-annum, the " "\\,( i \ %
relative price has increased by over 60 percent, which makes newspapers rela- xf\q’t\ x\
tively more expensive even than the “‘communications item’” in the consumer ’\‘/x »
price index.?* Recall that the price elasticity of demand for newspapers always \

1 | J
964 1966 1968 1970 1872 1974 1976 1978

increases with the number of newspapers. Furthermore, the substantial incicase
in relative prices, together with the substantial decline in circulation relative to

population and income, are consistent with a fairly elastic demand for news- SOURCES: M mean cover price from Table 3.6 over escudo unit value index from Table 3.7, col-

papers in Portugal. gmn e o : eI i
Figure 3.2 also plots the cover price relative to the unit value index of import- sm&c: = S R

ed newsprint in escudos as the curve labeled M. If newsprint were the only
component of variable cost, an increase in this relative price, as in the period
1964-1970, would have amounted 10 an increase in profitability. Since the
dramatic increase in the price of newsprint in the early 1970s was cushioned by
the revaluation of the escudo (table 3.7), it did not offset this gain: the index
stood at 109 in 1974. After 1976, despite the devaluation, there is a very Strong
increase in this relative price due of course to the increases in the cover price.
While the unit value index used for newsprint includes cost, insurance,and
freight it may not be a reliable indicator of the price paid by newspaper firms. To
the extent that it is, however, this increase does not substantiate the general
impression that the price of newsprint hurt profitability after 1975, In the face of

a declining demand for newspapers, the substantial increase in fixed labor costs
Seems to have been the dominant factor.

_ There are no consistent series on advertising rates or on lineage, but another
fmportant source of declining profitability has surely been the decline in advertis-
'ng revenues. This drop seems to be stronger than what could be explained by
depressed business conditions. Indeed, due to the competition from other media
(including weeklies) and io the entry of new firms, newspapers attempted to
a_llf:fcl readers by showing a decreased lineage. If at the same time price elas-
ticities were thought to be low, rates were probably increased in an attempt to
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Table 3.7
Newsprint Indicators

(1) (2) (3} (s) (3)
Production Imports U.8. bDallars it Yalue Tndex
100 mpecric toans miilions dollars escudos
| base 1564=100 d
1964 16 9 1.3 ~| 100.0 .
1965 10 23 3.4 109.3 =
1966 k] 26 3.7 104 .4 _
1967 6 29 3.8 96.3 _
1968 5 3 4.4 96.3 .
1969 3 34 &5 97.8 »
1970 1 44 5.9 100.0 .
1971 2 33 4.8 105.8 1046.2
1972 i 39 6.0 113.1 106. 13
1973 1 37 6.5 129.2 110.9
1974 1 36 12,2 250. 4 221.4
1975 1 29 11.4 2927 260.2
1976 1 26 8.3 262.8 276.2
1977 0 31 10.5 : | FA8 NS |
1978 0 33 11.5 751785 | 386.8 [

soukce: (1) through (31 FAQ, Yearbook of Forest Products. various issues.
15) average annual exchange rdte from IFS

generate revenue. This was certainly the case in 1976, when the advertising rate
increased by more than the cover price (78 percent versus 50 percent). In carly
1978, however, cover price was 10 percent higher than the advertising rate,
relative to 1975, For a given price elasticity, furthermore, the continued decline
in circulation lowers the demand for advertising space.

Contents: Some Examples

At a given cover price, demand for newspapers by readers depends on the
quality of the editorial material. Leaving survey data on the political preferences
of readers until later, we now discuss available evidence on the contents. To
begin with, we return to the Lechner (1975a) analysis of three **progressist’’
papers during the agitated fall of 1975.2% From the pieces of news published in
the front page, Lechner identified domestic **political news'" as referring to the
sixth provisional government and labeled *‘unfavorable’' that which was meant
to give a negative image of the govermment’s capabilities. To summarize their
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relative frequency, he used the “coefficient of unfavorable imbalance™ (C,),
shown n the finst three columns of tble 3 8. Unfortunately, Lechner only
reports month 1o month values for the absolute values of C (and A, as defined in
the tuble) s0 thut the month to month values of C, and AT cannot be constructed.
He does, however, report totals for u, f, and t, from which AT over the Septem-
ber 20-November 25 period can be computed. This is reported in the last column
of tuble 3.8, together with the coefficients implied by the basic data cumulated
over the pertod.

From the first three columns of table 3.8, Lechner identifies four partly over-
lapping phases in the process:

I. attitude of initial vigilance (@ priori, independently of the news): Sep-
tember 20 10 22;

2. attitude of open hostility (every time the news allow): September 26 to
November 11,

3. atitude of systematic and subversive destruction (using all means, in-
cluding the creation of news): September 1 to November 15;

4. subversive behavior (participation in the coup): November 20 to 25.

Note, however, that while the ranking of -C, by newspaper puts Século second
in the fourth column, tuking into account the frequency of favorable news in the
lifts—co/uinr inlabes Sécuwlo the Teast unfavorable. It is, of course, difficult to
interpret the index of combined influence for the three papers, AT = .228,
without contrasting it to the values for the **non progressist’ Lisbon dailies. In
any event, if indices are weighted by relative circulation the dominant role of

Table 3.8
Bias in News about the Sixth Provisional Government
N -C
ewspaper u AT
(1) (2) (3) (4) (5)
Sept. Oct. Nov. Total
Didrio de Lisboa .06 . 24 = .24 222
Didrio de Notfcias| .09 .26 .52 <33 . 304
Século s13 o 45 .26 141

source: Columns (1) through (3) from Lechner (1975a, Table 2) Columns (4) and (5) computed
from data in Lechner (1975a, Table 1),

woTes: €, = Au/t where (s the total number of front page pieces, u is the number of **unfavorable’’
aews, fis the number of “"favorable’" and “‘neutral™ newsand A = f—wf+ u AT =C, - C,
where Cp = AfA. See Janis and Fadner (1943).
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Didrio de Noticias emerges again. Indeed, using data Tor ond- 1976, we get AT
— 24K, because the least untavorable newspaper. Século, hud by then dropped
from a share of 27 percent i Jate 1974 10 20 pereent.*® One way (o interpret
these numbers is to compute a limiting value of AT, for example by making [ =
0 (so that A = — 1), but keeping tso that AT = €~ w/tand favorable news are
treated as irrelevant. We then would have AT = 444, almost the double of the
previous value, while weighting by 1976 circulation we would have AT = 440
instead of AT = 245 These numbers suggest the arbitrary nature of the in-
ference based on the coefficients, which stem not so much from problems with
the index itself but father from the subjective nature of the categories used in
deciding whether @ picce of news 1y {avirable, unfavorable, neutral, or irrele-
vant 27 Actually, analyses based on descriptive statistics such as C, are generally
supplemented by stutistical inference based on other methods, in particular anal-
ysis of vanance. This was done, for example. in the clussie Higuiry on ““long-
term trends in Communist propaganda” by Nathan Leites and Ithiel Pool. There,
it will be recalled, these were identified as *‘decreasing realism™ and “increas-
ing self-indulgence,”” much like the Lechner phases just described.

The phases were not based on the JF index though, but rather on another
descriptive device, the compulation of scores on the reporting by the same
newspaper of two crucial mass demonstrations 1 downtown Lisbon, for the
government on November 9, and against the government on November 16 (table
3.9). For this, Lechner used the technigues developed by Jycyaes-iaysersyhich
involve weighting location (L), title size (T}, and presentdlion (/) oF ge picce oF
news in a particular way, 40, 40, and 20 respectively.?” For instance, front page
is worth 30 points on L, whereas the scores on T and P involve a further
weighting of absolute and relative importance. He obtained scores of 91, 130,

Table 3.9
Valuations of the Coverage of Two Mass Demonstrations
Nov. 9 Nov. 16

For Gov'e. Againsc Gov't.
DL nn]s nr.}m«t|s

Location s0 | 55| 35 | 45 | 60 | 43

Ticle 31 49 24 48 | 80 S4

Presentation 10 21 13 25 40 11

Xayser -

Ve luaeisa 91 (130 72 | 118 | 180 | 130

Area (sq.cm.)

l?alua.l:inu - 9.37 RD.&E 953L 6.?8!23.54 10.58

sounce: Adapted from Lechner (1975a).
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and 72 respectively for the progovernment demonstration and of 118, 180, and

t: 130 for the antigovernment demonstration. It is not altogether clear, however,

w ditferent the scores are. Actually, the cruder method of measuring the area
covered by the news shows that the lurger imbalunce refers to Didrio de Noticias.
which devoted 10.45 percent to the demonstration on November 9 and 23.44
percent to the one on November 16. The percentages for Século are not signifi-
cantly different (9.31 versus 10.58), while for Didrio de Lisboa they go the
wrong way (9.37 versus 6.78).

A more recent—and less dramatic—example based on the relative area meth-
od just used includes the private newspapers. It refers to the reporting of the
celebrations of April 25, 1978, and served to suggest political tendencies on the
part of the newspapers (see table 3.10). In terms of the relative area covered by
April 25 titles, private Lisbon newspapers were consistently lower than the state-

Table 3.10
Coverage of April 25, 1978, Celebrations
(&3]
(1) (2) ()
SHARE IN OWN SHARE IN TOTAL SHARE IN TOTAL
TITLES AREA COVERED CISCULATION
o §2.2 15.6 14.3
D] 4.0 3.6 6.9
R 35.7 13.2 32.4 B.4  29.8
e 35.9 5.2 13.4
e 27.1 12.7 8.2
21 16.0 6.0 27.3 7.7 20.3
or 8.8 8.6 .1
oL 53.4 12.5 6.9
ca 84,2 11.13 8.4
L 28.5 3.9 6.9
Titv 2.0 3.3 38.% 6.7 40.0
35.5% 100.0 100.0

* Average using circulation as weight.

source: SECS, Comissdo Organizadora das Comemoragdes do Dia de Portugal, de Cambes ¢ das

Comunidades Portuguesas, Revista de Imprensa Quinzenal, 7/24/75, Table (1) and Table
on p. 16.

NOTE: (1) is the ratic of space covered by titles refering to the celebration in the few days before April
25th 1o the ratio of space covered by other tities in the same pages. The base date is reported in
Annexes | through IV of the source.
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owned ones. Among morming papers, Duirio de Noticus had 42 pereent, DidndsS fuNnrCAd Fdble 3.11

3 percent, and Di 24 percent. amony eveming papers Capatal had 64 perceng.g

Diarier de Lishoa 53 percent, Diarto Popudar 39 pereent, Lata 29 pereent, and
Jorma) Nove 22 pereent. Another exercise compares shures of total ares and toral
wrealation. There, the largest ditferences pertan w Dwario de Livhoa and Didrio
(combined 11 percent greater share m srea than in circulation) on the **favor-
able™ side and o Joraal Novo and Dia (combined 7 percent smaller share) on the
“untavorable'” side. Because this ignores neswspaper size, however, Capital (3
percent) has a less favorable share than Comercio do Porto (45 percent),

The Reading Public

Despite swings in editorial policy, reading shares i the government-owned
press did not change dramatically between 1973 and 1978, as shown in table
311, The two largest newspapers, Diirio de Nottcias und Jornal de Noticias,
increased their shiare, while Primeiro de Junciro lost readers to Coméreio do
Porto. Again, the most drastic changes pertaim to the Lisbon market and have o
do with the allocation of Século and Repiblica readers as well as with the loss of
readers of the evening papers (0 new entrants. The pattern is similar for readers
of the day before, except for Didrto de Noticias, where the share decreases lrom
1973 to 1977 (see table 3.12). Dats on the weekly pattern of reading habits in
carly 1977 (table 3.13) shows, on the other hand, thap-hall of thg total is.made up
of Jornal de Noticias (22 percent), Didrio de Noticias (18] perdeii, o Diurio
Popular (10 percent). The dominance of these three is greater in the three- to
four-day readership. Also, aside from Didrio and Primeiro de Janeiro which are
read five to six days a week by 12 and 11 percent of readers respectively, the
only other percentage close to ten is the readership less than one to two days a
week on nonmetropolitan newspapers.

Evidence about the political tendencies of some of these newspapers was
already presented. It may be roughly summarized by reference to the major
political parties. Thus, Didrio and Didrio de Lisboa reflect the news of the
Portuguese Communist Party (PCP); Luta (and Partugal Hoje) reflect the views
of the Socialist Party (PS); O Dia, Jornal Nove, and the Porto newspapers reflect
the views of the Social Democratic Party (PSD) and the Party of the Social and
Democratic Center (CDS)}—which formed the Democratic Alliance (AD) coali-
tion in 1979. The remaining metropolitan dailies are somewhere in between,
with Didrio de Noticias, Capital, and A Tarde perhaps closer to the PS than to
the AD.

In order to caution against hasty interpretations of survey data,*' note that the
breakdown by party affiliation is rather different from election returns, in partic-
ular because over half of the respondents claimed they would cither abstain in an
election or were undecided about party affiliation (see table 3.14). Excluding
these from the Norma Survey of May 1978 commissioned by Thomas Bruncau
and Mdrio Bacalhau, we find that the results agree with the 1976 parliamentary
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= fts in Usual Reading Patterns

(%)
1973 1978
Diario de Noticias 21 26
Jornal de Noticias 19 b 24
Diario Popular 29 14
Primeiro de Janeiro 17 13
Século 12 =
Didrio de Lisboa 10 7
Capital 8 5
Comércio do Porto 7 19
Repidblica 6 =
[idric - 13
Dia - 5
Jornal Novo - 2
Luta - 1
Other & No Answer 9 4
Memo: Number of respondents| 775 2,259

NOTES] Answer 1o “which daily newspaper do you usually read?"’ from (1973, p. 39) and T
Bruneau, questionnaire reported in Bruncau and Bacalhau (1978, p. 145),

election returns for the PCP and the CDS, but the PS drops from 35 to 28 percent
while the PSD drops from 23 to 14 percent. A 1977 poll by Contagem does show
38 percent with Socialist affiliation, excluding undecided, but the Social Demo-
crats, who won the 1979 elections, are consistently underestimated. One possible
reason for the agreement between respondents and elections returns is a greater
stability of partisan support. This is certainly applicable to the PCP and seemed
10 be more true of the CDS than of the larger PSD and PS.
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i ] £ 2¥ eehly Reading Patterns, January 1977
2 (R =
{ -~
Table 3.12 2 0 HTR0 S L Total s-6 | 3 1-2 Less
Readership Patterns ) &
DR 8.9 1LY 3.8 8.8 1.8
READING
| el e oL 5.2 6.7 5.6 1.8 1.6
MONTH BEFORE |WEEK BEFORE DAY BEFORE |
1977 1977 1977 1973 = o 9.9 7.6 11.6 11.7 9.6
- @ | @& o O | L oN 17.6 17.2 15.5 16.6 23.8
ca 4.9 3.7 3.8 il .6
DN 17.3 16,5 18.0 2.2 3
Ly 3.4 5.5 3.4 2.5 0
It 21.7 22.4 222 17.17
BI 2.8 = R 4.0 3.1 2
CP 8.9 8.1 10. 56 8.8
Ty 2.8 2.1 2.7 35 4.5
DP .9 3. 8.7 16.0°
9 ¢ ce 3.7 8.5 6.9 8.7 9.0
o g2 9.0 A2 = INe 22.1 19.7 31.2 20.8 20.0
PJ B.6 9.0 i L2se 5 8.8 10.9 7.2 8.7 5.4
DL 5.2 5.4 39 5 Other 4.5 2.6 4.3 4.6 9.9
DI Bl 3.4 “3.2 =—— Total 2401 908 446 715 332
CA 4.9 5.1 3}e (Ae] Bokifentalll 3 100.0 37.8 18.6 29.8 13.8
JNv 2.9 2.6 2.0 e sotiReE: Based on survey data supplied at SECS.
1 3. 2 3.9 i o Tahle ‘ ]4
Secule 4.5 3.6 1.6 10.2 Poll and Election Results Compared
Republica -— ——— ———— 4.1 No Seply
Others & oe
No Answer .B .9 o5 ——— PCP | PS | PSD | CDS |Other |Absc. [Undecided
BASE 2430 2083 952 1963 1) Norma Poll May 1978 8.0}15.4] 7.4| 8.7! 2.7 | 12.6]  45.3
As T of Sample 4].8 25.6 16.3 100.0 %) Contagem-Poll June 1978 12.2|16-.3]12.3|10.3| 5.8 | 2s.5| 28.8
3) Contagem Poll July 1977 11.8129.7112.4| 9.6| 4,3 | 18.5 23.5
source: Based on survey dity supplied at SECS,
4) Eleccions April 1976 14.6/35.0{24.0{15.9| 5.8 | «.8| ==
The relationship between media exposure and party affiliation is also _ﬂf il‘l-‘ 5) Electfons April 1975 12.5037.3126.4| 7.6| 8.7 6.9 =
terest because more partisan audiences would select the medium as a function of 6 % 5 mat
its political stand. Actually, the survey results (table 3.15) suggest a clear dis- excluding Undecided |14.4128.1113.5/15.9 4.8 | 23.9 T
tinction in exposure between “‘right’ and “left’ audiences which agrees with SO D) i o srvey S sl e T _ o
the dominant tendency of the medium. Interestingly, the ambiguity there refers ) 29 uisd 3,‘,‘.mg:ﬁ\m;,:urss:;myrmﬁ sw:éo??;?:;mmm:mﬁ. ¢:
to the PS but not to the PSD respondents. The daily press and television are weights (0.5 for Lisbon, 0.2 for Oporto and 0.13 i Besh ummcw‘:)_
preferred by PCP respondents, who also show more media exposure than the

4) and 5) Bruncau and Bacathau (1978, p. 29)
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Table 315
Media Exposure by Party, May 1978
Other \ l l l . Ovher
Left | Pc2 | P | PSD €35 | Right | Nosa
aEcORDS 1,991 | 33 138 l sy | 1 l Led 1% 286
TOTAL 6,091 | 120 «80 918 1 a5y $32 A | 7ee
1) Racta  7i.6/| Ter |l e | s2.x || a7.2 | 190 | a9 | e0u9 6.1
13l o) 69.6 | a2 1 87.3 | 80,6 | T80 | T8 s3.7 | 67.8 60.8
1) Datly w.s | 66,7 [T | 17.4 1 8.7 %83 56.1 35.8 274
&) Weakly 15.) l 8.1 19.0 ] 9.1 { 159 |l 2508 19.5 4.2 | 10,0

ot Cells are percent of Total who! diswereil yes 1 a giestion o usnal cxpostire 1o mediom

wndicated. The Records row s indicative of thitase distribubon of respondents. which wisihen
weightod for randivriness 1 yield the Total See Bruneiw and Bacalbo | 197%, Appendia 23

average. Conversely. the weekly press and the radio are preferred by AD re-
spondents, who show above average exposure there and an exposere to television
that is substantially below average. PS respondents show lack of exposure with
respect to the print media, parnicularly weeklics, and are closer 1o PCP re-

Newspapers and Demcracy i Portugsl

OTHER
HiED OTHER N/
L5 rc? 25 BSD CoS  RLGET NONE HA

TOTAL

Which Daily Do you Usually Read?

o 12,8 | 113 438 2.6 5.7 & = 235 $3
o 1?': 2.5 6.1 23 & =  fa.0 73 .8
== 3;-’ Ji.i 2.4 17.0 %.3 5.4 13.0 0.4 16.7
= 3.9 0 19.7 3.6 9.0 32.8 251 30.5 27.8
G 68| 3.8 9 6.3 S 7.9 = b9 5.3
by bl = = s 18 = == g2 3
i .0 | — T4 L8 was w3 58 s
7 . o { P NE = I 3
g 19.4 ] 18 24 w3 ez 5 S22 M3 a2
o 2.9 463 197 2.6 23 332 1 0.0 2
. 2.5 | 8.8 4.2 114 152 15.4 130 12.0 15.5
&2 | 2.5 36 48 2.4 2.9 -~ 3.0 61
2a)*9BASE (1) 2233 | #0330 32 M0 T 23 IS as
Py
A3 3 of Total| 1200 [ 35 146 15.6 9.3 10.7 1.0 12.2 33.2
3) Peads a Daily
Al -
Almost Every | 48.1 | 53.8 503 517 SL0  66.8 435 43.6 39.8

ey
ncludes Diarro de Conmbra onal 4), other newspapens (total 1.4), other answers (total 2.2) and

spondents with respect 1o television and to AD ““P"FE l | ST ul , 0 lm iy Q
!uf $ at UI( ar O" Ry-utu'ru. 315 is the BASE in Row (3) here f T
A% e W o as a percent of Total in Tuble 3.15

More specifically. there is evidence of filiering in

helps to confirm the political tendency of a particular daily (see table 3.16).
Thus. only 13 percent of respondents from the *right”” read Didrie or Didrio de
Lishoa and no one from the “1eft’ reads Dia. Jornal Novo or Luta. Didrio de
Notlcias is read by Socialists and centrists—who were in government at the time
of the survey—but ignored by Social Democrats. Amang the latter (who are
stropgest in the north of the country), 63 percent read Coméreio do Porto, which,
as shown in table 3.14 above, increased its readership substantially between
1973 and 1978. Also, despite the success of Durio in terms of readership (table
3,11 above), it is read by less than 50 percent of Communists. 2

The Deterioration in Profitability

While reading habits may not have changed drastically for the “old™ Lisbon
newspapers, erratic changes in editorial content, the decline in advertising reve-
aue, and the increase in costs would tend to drive down profits. On top of this,
the frequency of new entries and exits in the Lisbon market, as documented
above, would tend to make sales forecasting very difficult. The volatility of sales
is evident from figure 3.3. Actual sales (Dia, Jornal Novo, and Capital) vary, of
course, more than sales computed from circulation and a constant leftover ratio
(10 percent for Didrio Popular and 20 percent for Didrio de Noticias and Di-

8

SOURCE: Sume as Table 315

;f;:’r::’ t}hi’ fat:o qf the svt,ar.idard deviation and the mean of sales ranges from 13
s]i.:h[‘[; l:wrl o5 ?Dmrm.l. w:lh.C apiral at 8 and Dia and Didrio de Noticias
sh::wn- i.u : [3\:1: 6. It is also nteresting to note that sales of Didrio de Lisboa (not
Pﬂp"’mnmq,;;r;: 3r.:I) are highly pt_vs:twcly correlated with the sales of Didrio
i - a _highly chntwcly correlated with the sales of Capital

:82), the other high negative correlation being between Didrio de Noticias

| and Jornal Novo ( —0.82). These suggest that readers are drawn from One news-

i‘:dpcc:dlo;:c oihgr. but the major point of this figure is the high variance of sales.
- qin. l}Tenl:nncd. Jornal Nove, which was expanding fastest in carly 1978

S since disappeared. .
Iikitlywzzs bsiallfdhc'arlier that the pﬁoc-tlasticily of demand for newspapers was
st [haz'g er lha'nlqng.' A high variance of sales of individual newspapcrﬁ
Lisbr;ﬁ .n " cnm-.cl.:r.ncmes are alsn high, suggesting that the number of
rcs[umdg; spa.zpcrs: I_s lm;gcr than optimal. In any case, the newspaper industry
ﬁmi“m“,m_ increases in {hc heterogencity of preferences (or in ideological
e -ation) by increasing the number of firms. Meanwhile increased labor

5ts and lower advertising revenues hunt profitability. Data for eight major

L



lirge Biaga e Sicedo \{ée‘\\ﬂﬁﬂﬂ 8% Newspapers ad Denwaracy in Portugal
& >
S pUNDACRY

-2
Eimice 328 S M % tomg, while Cuprral was weaher. On average the share ways S0 percent. and it
Averape Monthly Sales ndes of Lishon Newspuapers Cliniary ?:' 0 FUTURD ‘53 t'r:'.lll'lt'\? in 1976
1977 100) f%.;.) & The figares on emplosment per copy printed. reported 1n the forth column,
136 61— — — — ———— —— ——— ———— — ———— —— * show that exen thouph exening papers require less editorial work than morning
y ones. Capatal and Duirio Popudar have a gher rano than the morning private
paper Exchuding the anomalous Secedo, Diarro de Novicias has the Targest labor-
Ouput rato, accompanied by the lowest share of the labor costs (27 percent).
Note, however, that the criteria to deline labor costs in the Titth column are not
e bkely to bethe sune
’ The duta i table 3.17 are consistent with the view that the Portuguese news-
Paper dustry has not been able 1o exploit the economics of scale and that
Eovernment subsidies based on ownership have been a serious deterrent to per-
120.0 anent competition by new entrants who would have ta be financially viable.
The fact that there were many new firms in Lisbon suggests either a strong effect
from the once-and-for-all increase in the heterogeneity of preferences or an equal
134 disregard _fnr financial viability. As this chunges the structure otilt.le indu_stry and
hurts the incumbents, the need for a policy of government subsidies designed to
lower sunk costs suggests itself, Otherwise the inevitable decline in the number
of daily newspapers will be accompanied by a deterioration in the quality of the
106.8 editorial material without further entry because of the decline in the profitability
of the industry.
me composition of the Portuguese newspaper market is such that a
100.0 ubisaridl decline in the number of newspapers is necessary for equilibrium to
he reached and sustained. Behind the unstable situation of the last ten years in
terms of the demand for news and advertisement, explained in large part by more
93.5 explicitly heterogeneous reading preferences and the stagnating economic en-
vironment, there is a tendency for newspapers with small circulation to disap-
pear. Given the link between newspapers and democracy, this may be a cause for
86.8 coneern. Nevertheless, the principal problem of the Portuguese newspaper has
I 2 34 5678 9 10| 12] | 2 345 6 7 been the erratic policy of government subsidies which—while it has not pre-
vented temporary entry—has artifically slowed down the exploitation of econo-
1977 1978 mies of scale. Often the private press has seen the worst of both worlds, freedom
sovrer: Darg Supplied o Sees. DI 1N CA wetsad ssles, DN DR BOT of vuculation: DP S50% of from government subsidies and government pressure on costs. This is not to
circulatipi EXttapolate on the results of content analysis showing that some state-owned
?::szapcrs indulged in outright propaganda during the turbulent fall of 1975.
ced, there is no reason to discriminate in favor of private ownership of
newspapers is reported in table 3.17. From the second column we see that . Newspapers when a broad criterion of media autonomy s accepled. Butpthc
(ironically) in 1971 Republica was one of the two profituble newspapers, the Stuation in Portugal has been one of heeping state-owned newspapers insulated
other one being Didrio Popular. Data for mid-1976 shows substantial losses for from the natural economies of scale of the market, with the consequence of
Didrio de Noticias and Capital and a private morning paper. ¥ In the first column n}aking it extremely difficult for newcomers—and the industry—to operate effi-
the large percentage of leftovers is evident, with the exception of Didrio Popular C_Icnfly. While it is clear that this policy is ultimately ineffective, it can have
(recall figure 3.3). In terms of share of revenues from advertising, reported in the stgnificant costs in defaying the adjustment to a situation where the competition
third column of table 3.17. in 1974 the position of Didrio de Noticias was gquite from other media may become stronger. Furthermore, the budgetary cost of the
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Table 3.17
Financial Indicators of Selected Lisbon Newspapers
Leftovers Profit per Adv. tevenue Exslovyment ."1?;ed costsd
(X of circulation) copy printed (% total rew.) (R of circulacion) Pian:‘r.«'v‘-—fq]
(escudos) V4 TOCEd ELEES
1876 1974 1976 1974 1376 1878 1974
; | i
Diario de _ ¢ i .
Noticias | 21 - 22 l-l.36 61 55 l 1.5 &F2T
Didrio i | |
Popular 11 58" - .65 51 | 318 l| 0.7 65/506
|
Seculo 39 -.83 n.a. 50 ‘ 30 \ 2.4 E 66/52
E - )
Capital 36 -1.13 |~1.25 38 l| 3 ‘1 0.8 ; 75/ uh
Republica = 1.55 - 51 g == 1|‘ ) '1 52744
dar o Futuro .
i Diario de _ o ’ 2 - Ii
Lisboa 22(23) ~.46(=<6) j=1.17 50 36 0.5 73/55
Private A° |  44(36)¢ — e | - 48 0.3 50/35e
Private 35|  25(s0)° - |na | - 36 0.1 o
sources: 1974 figures from date supplied by SECS, dated 12/3/74.
1976 figures from v. Spongel Repont p. 28,
a) Inspetgao Geral de Finangas, supplied by SECS
b) Information from confidential sources (April 1978).
¢} Information from confidential sources (February 1978).
d) Data supphied at SECS for January 1977.
e) Based on disaggregated data, early 1977. Critérion for state-owned newspapers is costs
other than raw materials,
f) Financial statement 1976, supplied at SECS.
) Financial statement July-December 1976, supplied at SECS
h) Figure from Inspecgio Geral de Financas, supplied by SECS (Jan —July 1975)1s — 1.2,
/& . %
s DIAA
: o fUNDRGRY o
3w =
L .
P %, 0 R0 8
{
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stibsedres tivthe state vwned) press ke 1 tnpossible for thie Sovermment o
diesten sahenies thar o] Towe sk oty amd dlse saibsidize poviie hews
pPapess Bioote aorend demand by sinall proups As g consegienoe . the decdine o
the fumber of mewspapers may well e excessive. thus losenng collective
ecomotte and polical weltare The tinal puzzie renenns, though, that the pross
shouhid v reconvd o much atention rom: pohicy mdbers o tenims of s
Mleged ntluence vo pubhc opimon while s lutle pobitcal and coonomie amily sis
wans wdome ol

Nutes

The emprical rescarch summrized o this chapter was carreed ot at Yatle
University during the fall of 1978 1 wish o thank frends in Lishon and else-
where for their gencrous supply of data and insights on problems with which |
had Iitle faonhanty, conference participants and e releroe for comments; and
Teresa Carnciro for excellent rescarch assistanve. Erroms are my own.

I "The detintion of an mformistion policy consistent with the revolutionary pro
vess o freguires| ennmently political solutions, whoch have hetde 1o do with echnieal
twmedies ™ Mimsteno da Communicagio Socal Relatore sobre o Sttuagio da Imprensa
Prania Updared munuscnpt which appeared in Augast 1975

2 Tnthe framework of this social and economic context, it is usetul to indicite
magor reason for the presemt chivos: the lack of an or ;;am:#
tual comperence and experience wegiired tough e sear rettteal’ e onomic
mitnageaent.”” Relatorio) apresentado a0 Senhor % A Ruclla Ramoy, presidente da
Assovtagao da Imprensa Dideia, Lisboa, “Algumi obaomagoes sobre @ stuagio da
tprenss didrss, " Manuscript, August 1976

3 Onthe economic and political expenience sinve 1974, see, for example, the susvey
in Macedo (1979), and the papers collected in Macedo and Serfaty.

4. These thearies, on which the Loewenstein index used below is based, were pro-
posed by Siebert, Peterson, dnd Schramim. They are descrbed in Enpwall (1978), who
criphasizes newspapers as organizations, and in Nicto, who also stresses the legil
il\pct.'l!l

8 See references to the literature in Nevman (1978). See also Hover, Hadenius, and
Weihull

6. The list and the abbreviations wre ain Neuman. See also: Faylor and Hudson.

7. Newman (figure 3) reports the regression egaation hut no confidence intervals.
Clearly the pooling of cross-section and fime-series data would be in order.

8. The correlations reported in table 3.1 tarm out w be Guite close 1o the ones reported
by Frey (p. 345) for the mid-1950s. Note that while the correlation of *percent literaie™
with newspaper circulation is 0.82, it is only (.75 with income per capita. The pattern of
figure 1 for Poriugal is also puzzling because in 1960 lliterucy reached 38 percent of the
population according 10 the UNESCO Statistical Yearbook.

9. Itis also noteworthy that the ratio of wivertising expenditure in all mass media to
national income in 1973 was higher in Portugal than it wis in Britain or Tly. but it was
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o Spain’s B fuct. the natioot pee capii mcome wis twe: thitds | O the Other hinid. a

npransonal wdsdrtisime shares by media type shoses that the shaee ol prant med i i

il W ane halt of the correspanding share i Spain

- Sev Dahl, dnd the discussion an Neaman tAppendis. B) Anothor index is. reported
- Daslor and Hudson 4 [972)

EL See note 4 above, and the discussion i Nediman (Appendin. B). The dndex s
reported me Tavlor and Hudson, p. 51

12 There is of course controversy about the effeet of the media on political behavior.
Galtung, and Krauss and Davis-come hack to the emphisis of the 19405 and 19508 On the
ather amd, Lerner is skeptical of the view ofithe “global village. ™ See also Chaffee, and
fote that @ simulur controvensy. has developed over the extent of economic dnd political
interdependence between aations, as surveyed. for example, in Mucedo (1977).

13 The hypotheses were hinted at above. Neamun lubels them ds the political stress
hypothesis. the eritical mass hypothests, the depoliticization hypothesis, and the technol-
ugy-fractionalization hypothesis.

14, See un avervies in Rosse (1978).

15. See Nixon and Hahn, and Hoyer, Hadénius, snd Weibull,

16, Mention should be mude in this connection of the proposal of Oliveira, according
o whom the “sovial price™ forming the basis of government subsidies should be deter-
ined by starting from an *“ideal”™ number of newspapers in order to find the optimal
circulation tund then all other varnables by taking “industry standards™).

17, See Baumol, Panzir. and Willig (1982, p. 482-3), and Buumol (1982).

18, In termis of aversge arculation the comparison is even more striking. The Lisbon

Porto newspapers Bave an average circulation which is 1.25 percent of that of the
F‘;'Ilt_‘vfgurF duilies. Sce Hirsch and Gordon, p. 44.

190 See Tengarrinha, p. 188, The distribution was made in the streets, unlike for
instance, the Coméreio do Porto. The price of the Didrio de Noticiay was ten reis (of
which two to the scller). whereas the Comércio do Porto sold for fonty reis. The amount
of advertising included was also guite large even by the European standards of the time.
Note that there is litle else on the history of the Portuguese newspaper, and the author
stops in 1910, even though he closes with excerpts of the censorship decree-laws of 1933
and 1936,

20. This has been done mostly through Sodimpel, a partly Swedish group much
criticized in the Jesuino Report. See p. 6, und **Prego dos jornais & sumento do custo do
papel.™ Document of April 6, 1973, included as annex 4 in a file on the Press Conference
af the * Director Geral de Pregos™ at the Ministério de Comunicagio Social on Seprember
24, 1974, supplicd ar Secretaria de Estado da Comunicagao Social.

21 Some of these acquisitions are described in Martins (1975).

22, Congra the wishes of Lasswell (1949, Holsti (p. 83) lists only a few cases in which
content analysis was used to provide legal evidence in cases of suspected criminal sedi-
tion. On the media in 1975, see Lechner (1975b), and. for the ownership, Martins and
Rosa (1979, p. 132).

23. See references in Hoyer, Hadenius, and Weibull, p. 37.

24, This gives newspapers 4 minor weight. In the communications section only mail
and elephones are included. This index increased 42 percent in 1975 and 31 percent in
1976 In early 1978 there were again drastic increases as part of an IMF inspired stabiliza-
tion program. See Macedo and Serfaty, chaplers 2 and 3.
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35 From Mav e et 1977 Eeatmer duee teda teainy whisdhyprosdu ad
oues sl sis of public oprn o the danls press ot the Sercndlist cabapet the (Esulis ¢
which are, hopetully, torthoommne

M Eestimates of pelative Circibation of hese thice newspapen late 1978 e mt
avatlabile The e hosest dates are thie first somic g o FaT6 the N Spom el ropait
and data from SECS for Drevemiber 19740 Bur wihile ihese wonld base hean preterable
P anise Sec il aniapped sabsrantally mecarly 1970 ahe stare ol S wlp i decemben 1974
comes Wi 33 peretit, ip i 22 perent i the SECS Jate tor April 19740 W thus hundita
s e TOTE. shires N < US2UBHL - DR ol Secalis - 12N
37 [he distincnon berween cbissical” amd Cthearencally apvited ™ contuit Ay vis
wemnphasrzed m Cainey (F9720p A7)0 B d v isin along the sanie Tpes and reterences
to carly analyses of pesspapes reporting, see Tilsu, pp 53 56 The 19200 Lppnan and
Moty study on the civorige of pews e fomRassa during and atter the revalution s o
Classic example of the litoetions i pews reportingy Wheteis Weinpast's analvsis of
Lippmann’s teedtient of New Deal palcies m s cadpmn  Foddy and’ Fomoriow ™
Chiswsy the esserial subgeativeness of these descripiive miethds by revealing Lippiann’s
own biases

3R See Leites ard Pool, pp. 334- 81, They use the IF method o construct an “indes
of frankness” which they carrclate with other imdices: The quote 1 from page 66

3 Lechtior. 0ty 1974 motes on sovwbogy ot information gt the Escoly Supertor de
Meios de Comumcagan Socusl discossed the techingues of his former teacher amd adapis
them W the charsctensties of the Porigiese s spaper

30, Muite that oty SN and “other™ had more stregular than repular readers. kor IV,
this special feuttsre 1s confirmed by @ reader survey m.ﬁ'l hﬂ.('l{' A TR e
were 2,345 replics but only 1,379 were analyzed, o u“l agéﬁ)u@h}l

readers, 3800 percent occasional readers, 166 percent former readers. and 318 percent
nonreaders. No cross tabulation was attempted and the reported donclusions are that of the
first two groups wgether 48 percent reiad SN beciuse they consider it “ilonmanye, " 44
perient like its tendency (the report misfabenly refors o this pereentsge with respect o the
guestion on the graphics of the newspaper. there the percentage, however. can be com-
puted as 35 percent). By profession, & peroent ire managers, |3 pereent professionals, 7
percent white-collar workers, and 17 percent students (this drops to 14.4% for repular
readens). See Sondagem de Opinido, manusenpt with oo date.

31, See for example Linz on Portugal and Spain. and Fegiz on Taly.

32. Other attributes of readers are harder to motivate. Thus, with respect 1o profession
high-ranking professionals, unlike owners o mididle protessionals, shun the Didrio de
Noticiay and prefer Dia. Didrio de Lishioa, or Capital. In terms of age, people from
wwenty-five 1o thinty-four prefer Didgrio de Lisboa w Didrio, while older people prefer
Didgrio de Noticias and younger people prefer Jornal de Noticias. Didrio de Noticias
seems to have a predominantly male readership. Furthermore. the geographical penetra-
tion of the metropolitan papers differs widely between north and south. The scatterad
settlemnents of the north make the Porta papers more sccessible in small towns. Also,
medium sized towns are concentrated in the north, whereas cities of over 500,000 are
mare penetrated by the Lisbon papers. The distaste of college educated people for Didrio
de Noticias, Didrio, and Lura, relative to Dia, Jornal Novo, Capital, and Didrio de
Lisboa, is also clear from the data. Finally, the taste of analphabets for Didrio de Notictas
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Veara (At percentand 348 percent respectively ) coniesaas a rennder of the daneersin
b survey resulis oo sermously

VooFhe sdea of menzimg o pratitahlie and an unprofitable government fewspapur led §n
77 e propesal of twae govermoent owned corporations, Lopresa’ Publica Not
wias Capital, and Epspresa Publica Seculo Populat

Eatiutizada, kooiwn as the Almenda Santos Report

See Restructuragio da Mupressa
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