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PRICING STRATEGIES IN THE NEWSPAPER INDUSTRY

Three companies (John Fairfax and Sons, Herald and Weekly Times
and News Limited) completely dominate the daily Australian newspaper
industry, with takeovers having played a spectacular part in the pursuit
of dominance. Product differentiation has also been an important
competitive weapon. However, here we wish to concentrate on anothex
strategic weapon, namely price. Historically price competition bas not
played a wital role in inter—firm rivalry in the newspaper industry.
This position changed dramatically in the 19753-1980 period in one of
the key sectors of the industyy - the Sydney market - where rivalry
between News Limited and John Fairfax and Sons intensified. In this
study we aim to explore the causes of this intensified price competition
and evaluate the relative merits of the marketing strategies employed
by the two companies involved. Despite an obsession with price as a key
decision variable in most economics and management textbooks, wvery

littie is known about pricing tactics in real world oligopolistic

e

industries. For a few overseas exceptions sees Stigler (1947) Hichols

(1951} and Fog (1960).

The Narture of the Newspaper Industyy

Tn this section, two features of the newspaper industry are
discussed;: its segmented structure and the joint nature of the two

main vevenue scurces {(circulation and advertising).

The effect of time, distance and local content coverage serve
to explain the highly segmented structure of the Australian newspaper
industry. Inter-state sales (except the Herald's penetration of the
Tasmanian evening market for which there is no local publisher} are
minimal, mainly because of transport costs. Time in particular segments

the meorning and evening markets.

The joint production nature of newspapers ~ in which both
circulation revenuve (from the cover price) and advertising revenue are
inseperably produced - warrant special attention. Unlike most joint

production situations, the price components of these Two revenue



components are inter~related; advertising rates ave a function of

cirvculation volume which din furn is a function of cover price. Very

R

iittle work has been done on the determinants of media prices in
Australia. At this stage it is difficult to say whether newspaper
advertising rates and other media rates are market -~ determined

{(with readership wix, circulation and media competition being important)
or conglomerate~determined. Actual transaction advertising rates are
difficult to obtain, so our emphasis on cover prices and circulation
revenue needs to be tempered with occasional deductions about what has
been happening to advertising revenue.

Evolution of Pricing Policies in the Sydney Evening

Newspaper Mavket, 19411980

There have been several interesting developments in pricing
policies in the past forty veavs. Although emphasising the evening market,
it is useful to make cross references to the morning and Sunday markets.
These developments can be broken up into chronclogical epochs and arve

presented as such.

Prior to 1941, the market was monopolised by Associated Newspaper's
Sun. Mirror Newspapers entered with the Mirror in May 1941 and simply
adopted the sampe price as the Sun. In 1953 John Fairfax and Sons, well

established in the morning mavket with their Sydney Morning Herald, took

over Assoclated Newspapers and the Sun with it. In 1959 the Mirror was
taken over for a brief period by 2 company friendly to John Fairfax and
Sons, but was sold in 1960 to News Limited. No further ownership changes
have occurred since. HNone of these ownership changes seemed to make any
difference te the infrequent pattern of price changes, as can be seen in
Table
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. Nor did the ownership changes alter the salient fact that between

;N.J
[

and 1973 the prices of the Sun and the Mirror were identical to the
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consistent with either an overt,

collusive agreement or with advance signalling tacit price coordination.
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From the consuner’
system 1s causing identical prices. From a behaviourazl perspective the
difference is noteworthy, while from a legal perspective the difference

ig controversial. Currer e iilegal while the

legality of ‘"non-collusive' parallel pricing is cobscure. Just as identical
prices do not prove collusion, nor do unequal prices disprove collusion.
Fog (1960, p. 156) gives an example of three Danish firms whose collusive
oral agreement stipulates that agreed price increases were not to be

made simultanecusly so that it would look as 1if there were no mutual

agreement.

tralia in the '1950%s and
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iz some evidence that

Price agreements were

1960%s and were lezal in wost cases.

where collusive agreement

newspapers was one of the
=ckad the
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Sun and Mirror over the
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Stage 2 1974-1975 : Prom Price Collusion To Price Leadership

While the notion of ‘collusive agreement' is likely to be
construed in terms of a clear, predictable and watertight system of
industry price control, there are well knouwn reasons why cartel-type

agreements bresk down. Conflicr between members of a co-operative

frad

agreement occurs for all sorts of reasons-different cost structures,
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Although a bargaining

&3

it seems likely that one firm plays a dominant role. We have no direct

bt

knowledge of which was the dominant firm in the newspaper price

X

agreement. However, as of the wmid-1960"s it was probably John Fairfax
and Sons. Fairfaw dominated the Sunday market, had an equal share of
the evening market and was well represented in the morning market. HNo
led the

St

other fiym was in all three markets. The S.M.H. (Falrfax

Telegraph (Facker) din the 1964 market price change.

The arrival of the Australian in 1964 and News Limited's 1972
takeover of the Telegraph radically changed the status quo. There are
clear signs that Rupert Murdoch (Hews Limited) had become the dominant
member of the price alliance in the 1973/74 period; as revealed in the
morning and Sunday markets.
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dominant position was ervased. The July-September 1974 Prices
Justification Tribunal’s public inquiry into John Fairfax and Son's

proposed price increases, thrusted this company and the newspapey

industry generally into the limelight, There was no way other newspaper
firms could get their price d?pf0§“d by the P.J.T, until the

Fairfax case concluded. As

e
late 1974, the Mirror had little choice other than follow in the wake

of government announced Sun price rise

market the Sun-Herald led the Sunday

SaMlg, seemed to lead the vises to 9, 10 and 12 cents up to June 197

the 10 cents level, the

of price co-ordination,

way Dack to dominance

P.J.T. system was creating & forcing Falrfax's price leas
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This treadmill lasted for about nine months and there is little doubt

his followership role.

x
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that Murdoch did not like

: The First Shots of a Price War
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On July 7, 1975, after 34 harmonious years, price co-ordination

Sun increased its price from 10 to

e
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collapsed in the evening market. 7T

12 cents, but the Mirror did not follow. What sparked off this price wax?

Discovering the cause of the price war is complicated by the
difficulty of assigning the initiating role to a particular firm. Ostensibly

0
the Sun made the first move by raising its price to 1Z cents. Yet by

not following this rise, the Mirror was effectively cutting price. AL

'

least this is true in an inflationary mileau when inaction amounts to a
price cut in real terms. Our difficulty in identid ifying an initiator to the
price war is echoed in my interviews with managers of the [Wo NewsSpapers.

P .

The Mirror manager saw their role as purely passive, with the Sun initiating

the price differenti Sun menager saw the Mirror as the

agETessor.

Although technically the Sun did create the initial price

diffevential, it is clear that it did so in & non-threatening way Indeed,

faw 1f any price incre in the way price cuts can be.

Moreover, the ultimate price retreat by the Sun suggests that it original

believed the Mirror would follow the rise to 12 cents. The Sun's

expectations im this regard were confirmed in my interview; the whole
industry (including the Sun, newsagents ete} expected the Mirror would
quickly follow to 12 cents. Thus we need to seek out the Mirrox's
motivation in initiating price competiticnm. The fact that the Mirroy

manager denied initiating the price war made it difficult te pursue this

line of thought dirvectly with the Mirvor. We are therefore forced to

proceed indirectly, with four bypotheses checked for plausibility. The
first hypothesis is the least plausible, the next two hypotheses acted as

catalysts in the price war while the fourth hypothesis is seen as

fundamental.
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Tt has been argued (Wiltshire and Stokes, 1977) that the

editorial guality of a newspaper tends to be higher, the

cater the relative contribution from circulation revenue to

tal revenue. Civen the tendency of the Sun to play up its
image as a quality paper relative to the Miryor, it is possible
that the Sun is more concerned with a higher cover price to
raise circulation revenue (given inelastic demand). This
hypothesis is rejected outright. In its July 1874 P.J.7T
submission, John Fairfax requested a higher percentage rise in
advertising rates compared to cover price. Additionally, in the

interview, the Sun manager did not rank the issue of any

importance.
The introduction of the 1974 Trade Practices Act provided a

fillip to price experimentation. Several quick and punitive
Trade Practice decisions made it clear to all firme that the
rules of the gawe had changed. WNo doubt many firms reframed
their attitude to competition.

The failure of the

reflect the uniqueness of

at least the magnitude of such. Newsprint is a maior component
of the cost of newspapers., In Australia A.N.M. {Australian

Newsprint Mills) has a monopoly of newsprint production, though

with low

important. Most major
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v Falrfau, were vertically
integrateﬁ backwards into A.N.M. as of 1972/73. However, from
1972, News Limited did not have s holding in A.N.M,

In June 1966 A.N.M. began ten-vyear contracts with its
customers, which provided for small annual increments in prices.
With the accelerstion of inflation in the early 1970's, these
long-term contracts placed A.N.M. in a desperate financial
situation. In 1872/73 A.N.M.'s customers voluntarily agreed to
pay more for theivr newsprint, fo ensure the survival of A.N.M.
and hence the continuity of future supplies. The fact that most
customers were alsc owners no doubt further prompted this gesture.
did not foin in with a

News Limited, as a non-owner cu




ay

woluntary price riseE te ANUM. te the displeasure of the rest

of the industry. Apart from pecuniary motive, Murdoch's ‘non-
altrulstic behavicur’ was no doubt influenced by & long standing
rift between the Mirror and A.N.M.

Thus the costs of newsprint for the Sun {and other Fairfax
papers) rose much faster than those of the Mirror {and other
News Limited papers) over the 1973-76 pericd.  The saving to Hews
Limited over this pericd amounted to about $6 million, spread over

9
all papers including the ﬁiggggf “} The windfall cost differential
between the Sun and the Mirror provided useful leverage for Murdoch
te conduct his pricing strategy.

In our previcus section {Stage 2}, the discussion suggested
that, as of mid 1974, News Limited was ‘the dominant membey of
collugive price agreement in the Sydney newspapery markets, In the
evening market, the Mirror had a marginal edge over the Sun. In
the morning market, News Limited’s Telegraph had a substantial lead

over Fairfax's S.M.H, with another paper (the Australian} in

support. In the Sunday market, the combined sales of the Sunday

Telegraph and Sunday Mirror greatly exceeded those of the Supn—

Herald., Yet from mid 1974 to mid-1975, by a gquirk of government
(

There ig Little doubl that News Limited was unhappy about
being forced into a followership yole, especially given the aii-
embracing marketing aspirvations of Rupert Murdoch. Compounding
this ill~feeling is the possibility that News LimitTed was uneasy

initiasted by Falirfsx during 1974~75,

[y

about the Ffreguent price rises
with three rises in nine months. This went against the historical
pattern of gradusl adiustment. The fact that inflation was the
villain is irrelevant. By increasing the need for more frequent

neertainty in which the

{Q\
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adjustment, inflation created the

o

quality of price leadership might be questioned. 7The more frequent
the price adiustment, the greater is the scope for misunderstanding

from rivals.
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Thus, for a variety of reasons, Rupert Murdoch was keen to regain
his price leadership title. As a superb strategist, it is certain that

he carefully considered the guestions of when, how and where the challenge

should take place. The guestion of ‘when to challenge was presumably

soon as possible.’ By mid-1975 the awe and power of the P.J.T. was wanis

so this was an appropriate time to stop the treadmill.

"How' to challenge a price leader invelves three pricing optio:

initiating a price rise, initiating a price cut or by not following the

established price leader. The first option could backfire if the 'price-

leader' (Fairfax as of wmid-1975) did not match the move, forcing a retre

by the rebelious 'follower.' The second option is limited by potential
resistance from newsagents in the retail market. With newsagents' gross

margin proportional (usually 25%) to the cover price, they could have

hampered distribution of the Mirror if its price were too low.

one low price paper (the Melbourne Daily Morning Post, 1925-27) had been

killed off by a newsagents' boycott. This leaves the third option as the
preferred tactic and is the one chosen by Murdoch; when the price of the

Sun went up in July 1975, he did not follow.
armabnbrseae. B

‘Where' to strike was essentially a choice between the morning ¢

evening markets. The evening marker was prefevable for two reascns.

it seemed likely that the cross elasticity of demand was greater in the

evening market because of a higher casual/contract sales ratioc and

because product differentiation seemed less than in the morning newspape:
As of mid~1975 this was an untested hypothesis because the absence of a

sy B
Fowg 9 .

whereas in the morning market a lag of two or three months had been common.

|
"

i

Therefore a policy of not following a Fairfaw price lead would have
the quickest impact in the evening merket. Within a couple of weeks of
the Sun’s price rise on July 7, 1975 it was clear that News Limited was

not following, whereas 1t would have taken wonths afrer the Herald's ©

rise on June 2, 1975 to get the same message across. The time, means

place had been successfully plotted for a leadership challenge.



In summary, an attempt to regain the price leadership position
from Fairfax seems to have been the overriding motivation behind the
1975 price war. However, News Limited's move received encouragement
from the 1974 Trade Practices Act and a temporary windfall in the

cost of newsprint.

Stage 4 1975~1979 : The Battle; Ite Effect on Market Shares

The price war lasted more than 3% vears, from July 1975 to January
1979. The Mirror's price of 10 cents lasted five vears, from Hovember 1974
to November 1979, Both of these figures are guite amazing when one

considers that inflation averaged 10% p.a.

Like most oligopolistric price wars, it was not a case of price
changing continuously. Rather there was one discrete change which was then
maintained. This pattern is similar to recent price wars in the margarine
industyy, wirh prices taking one or two d&&nwafd moves, reaching a zero or
negative profit situarion very guickly. Notwithstanding, in the Sun-Mirror

case, the prologned nature of the conflick could lead one to interpret the

price cutting process as continuocus for both the Mirror and Sun: at least

in real terms.

In analysing the economic effects of the price war, most in
focuses on changes in market shaves. In this regard we are fortunate to have
) 5 . ‘ . ; .
reliable (avdited) data by firm on 2 continuous {six monthly) basis. Table 3

records the changes in firm sales and market shares over the 1973-1980 pericd.

Prior to the July 1975 price changes, the sales of the two evening
newspapers moved in a near parallel fashion, with market shares vivtually
constant, Minor fluctuations in marker shares can be gtrributed to publishing
problems {(industrial relation problems), distribution problems (petrol or
transport strikes}, random distriburions in front page stories between the two

papers and inter-firm variations in promotion.



In fact,

July 19753, one is

share variations to the emergence of a price differential. Thus, as a

first approximation, the price A41iff
Mirror's market share from 50.1% in the periocd ending March 1975to 54.1% 4in
‘the six months period ending Mavch 1977; about four percentage points.
While this method is crude, it seems reasonable in light of prior market

share behaviour in the industry. Moreover the method is indistinguishable

from the 'ewperimental approach' underlying Reckie's (1976) U.K. result

Adding to the plausibility of the crude method is the apparent
symmetry between the creation and removal of the price differential. Thus

nine months after the establishment of the price differentialﬁ the Mirror

market share increased by 3.1 percentage points. Eight months after the

‘s market share decreased by 2.5

price differential was removed,

percentage points.
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more rerined empirica

The availabilitcy

use regression analysis. With a relatively small sample (n = 15} there is no

guarantee that the more sophisticared regression technique is wmore reliable
than our crude nmethod. However that vecent variations in
market shares are Jdominsted by lative product

prices) and many random influe nalysis a pavticularly

attractive tool.

The only non-price wariable considered was a gimple dummy advertisi

variable (a value of one for the six months ending September 1976 and ze

otherwise). This corvesponds to the peak in the Sun’s promotional activi

s¢ we would expect 1t to have a significantly negative impact on the Mirz

market share, In other periocds the advertising of one firm has usually

been sterilised by the advertising expenditures of the other firm, with

1itele net impact on market shares.

A variety of lag structures was tried, but the best results were

obtained by just adding a lagged price variable to the current price wvaria



The sum of the price coefficients in the least regression in Table 4
is about 17, which means change ve product prices would,
ceterig paribus, ch market 17 points. Thus a 20%

increase in the Sun’ > would tend to raise the W}frer s market

share by about 3% percentage points;

our ‘eyeball' estimare. Relative prices
variations in market shares in the evenin

Watson statistic is satisfactory, indicatin
and fairly random. Nearly three guarters

which

is not greatly differvent from

explain about 90% of the 1973-1980

The Durbin-

o]

¢ newspapey market,

rhat omitted influences arve winor

ng
6f the market adjustment cccurs

within the first six months of a relative price change, with effectively all
of the adjustment within a twelve month period.

The effectiveness of the Sun's advertising campaign can be crudely
evaluated by the dummy variable in the Table 4 results. Nominally the
coefficient is abo that the Mirror's market share fell
sbout 0.5 percentage point - of g campaign. In

baolute terms € copies per issue. In light of the
weak statistical significance of the advertising durmay variable, even 4,000
copies may be igh partly successful, it does
not fare well s why the Sun did not maintain
its advertising

A similar market share analysis has been carried out for the morning
market, the results of which are also included in Table 4. Ho lagged effect
is evident here and relative syplain very little of the 1973-1980
variations in srice coefficient is at best mavginally

+

coefficient in the evening markel,
gegmented each other, while the
close substitutes with esach other.

1979

(i.e. 7 percent). In the morning market

gizre of the corresponding

Mirror over the 1975~

hie
zhout 3% percentage points
the relatively lower price of the

S.M.H. apparently raised its market share by about half s percentage point
{i.e. one @@ra-'“} over the 1976-1978 periocd.




Stage 4 Continued. 1975-1979: Tactics During the Battle

The Mirror'e tactics over the 1975-1979 period concentrated on price

discontinuous bursts of

competition in
advertising which emphasised price. As we saw in the previous section,
this pricing strategy added about seven percent to the Mirr ror's sales in

elatively quick time. Figures supplied by the Mirror indicate that in the
twelve months ending June 1976, the Mirror's advertising volume increased
and the Sun's advertising volume decreased. Compounding this is the likely

greater rise in the Mirror's advertising rates, resulting from dincreased

e

civeulation.

The advantage of delineating the Sydney newspaper market becomes

clear when we discover that News Limited simultaneously employed the oppo

strategy in the morning and Sunday markets. In these markets, from late 1976

{see Table 2), News Limited led John Fairfax in increasing prices. Several

factors underlie this opposite strategy. First, as of wid-1976, the Austral

newspapeyr had been operating at heavy

special attention, namely hefty cover

fits the objective of News Limited to regain the overall price leadership.

With prices deadlock in the evening

News Limited had an open hand

to initiate changes in the morning marker. Thirdly, the opportunity cost

-

to Wews Limited from pushing price in the morning warket was minimal in

light of the likely swsll own and ¢ price elasticity of demand.

another factor srems from the uncertainty in which the evening newspapey

price war was couched, News Limited lacked experience in price experimentation,
so the morning market provided a useful rto

plan.

The Sun’s tac altogether different. Its early competitive
regponge to the Mirror's attack was not the orthodox price matching move,
E HMLYYOY S £ s

but rather an intensified advertising campaign. Presumably Falrfax was not

in a hurry to relinquish its price leadership role and therefore resisted

surrendering to Murdoch's challenge. This proved to be a costly mistake,

ith heavy declines in circulation, advertising volume and advertsiing

&

revenue, which were only partially offset by the gain 4ip




(a 20% increase in price and an 7% loss in sales volume}. Fairfax's
Sydney newspapers (notably the Sun} recorded a loss in ifs company reports

gver the 19751978 period.

In a subtle way, the Sun's advertising response can be interpreted
as a pricing strategy. Many oligopolistic firms, employ
product  segmenting techniques, whereby brands are differentiated on the
basis of real or imagined quality. Frequently the brand price structure
reflects or even identifies the segmented range of brands, Glven that the
Sun's advertising extolled its quality, we have some basis for interpreting
this as part of a ?f@ﬁuai“pﬁiC& Sﬁgmﬁﬂﬁaﬁiﬁﬁ tactie, As we have shown in

successful. Apart from the Mirror': \_L}kﬁiy advertising retaliarion, the

Mirror-buying, quality-seeking, unerposed-to-

chances of discovering many

the~Sun, readers, as of 1976 must have been minimal.

Although the Sun's emphasis on advertising : rather thap price in the

£

evening market was a strategic errey, so too was its emphasis on price in

the morning and Sunday market As pan be gseen in Table 2, the Telegraph
£ . * -

i,

s

followed the S.M.H. in price rises to 13, 14, 15 and 20 cents. For the

se, the lag in Fairfax's response was 7, 11 and 12 mouths

ﬂ:

first three of thes
respectively. This is most puzzling. What was Falrfax tryving to do? It
would seem that Fairfax was plaving the Murdoch game with a slightly
different slant; by following the Telegraph with an increasingly long lag,
the Herald offerved the threat that one day if may not follow at all. It
certainly seems g cumbersome, though intriguing alternative to what
Murdoch did with the Mirror after July 1875. Unfortunately, as we have
now confirmed, the morning and evening markets ave guite different. The
lower S.M.H. price over the 1976-1978 period cost the Telegraph less than
one percent of its sales volume and equally little advertising volume or

revenue.

Stage 5 1979-1980: The End of the Battle But Not The War

Li¥

January 15 197%, backed by a lar S500,000 advertising cawmpalgn,

ge
gnalled a tactical wvictory o

o

the Bun retreated to 10 cents. This s
Murdoch. Until the Mirror had been appeased, the Sun was unable to

increase its price beyond 12 cents. Thus Fairfax's price lead wmove o



increases to

1

2 cents proved abortive and indeed the next round of price
5

s

cents in November 1979 were

o

In the pr
Three and a half years was a long time to retreat on price. The emphasis
on advertising was criticised as being ineffective in raising market share
and also for inappropriately deploving funds which could have been used to
finance a price war. In recent margarine price wars, by contrast, st firms
severely trimmed their advertising budgets during the peak of the war. e
suspects that the conglomerate media of interests of Fairfax in Sydmeg

radio (26B), telesvision {channel 7) and cther

Review and National Times) ~ contributed to an inapprapriata marketing

strategy. Without the ready and cheap access to the media (including the
Sun itself), Fairfax might have been quicker to match the Mirrer's price.

-

However, this does not explain Fairfax's inappropriate marketing strategy
b % i o W

in the morning market, where it incorrectly emphasised price In contrast,
News Limited developed appropriate policies in both the evening and morning
markets.

f 1

though the 1975-197% price battle was won by News Limited, whe

ating the Novembe

in 1980 made it clear that the struggle was

not gver, 20 John Falvfax gave a weeks notice that the price

of the Sun was to vise 1 The Mirror's counterpart announcement

followed

convenience of ‘one coin shopping’ and

iittle doubt shout

ground lost

whether the Mirror would mateh the move fo 20 ce As things stand,

Fairfax has cleverly sneaked back in as price leader in the evening market.

However, the next test of strength.

vice Competition

A useful by-product of a pricing study is the 1light it sheds on
iE:

o a considerable
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followed a policy of imitation. Before examining the implications of

these results thevre is one as yet undiscussed matter concerning the sources
of the welatively higher cross price elasticity in the evening market. Iz
it mainly due o less product differentistion between papers or has the
result been wnduly influenced by the one coin convenience dimension
(affecting both the initial divergent move by the Sun and the eventual
retreat back to 10 cents)? If the latter is important than our estimated
price coefficients overstate the degree of uniformity between the Sun and
the Mirror. Certainly the 1979 campaign by the Sun and to a much lesser
extent the 1975 campaign by the Mirror emphasised the convenience of one
coin shopping; a virtue echoed in wmy interview with the Sun manager:
Personally I do not rate the convenience dimension as vital, partly

because change was often still reguired (albeit slightly faster) when the
price was 10 cents and because 'newsboys® can become fairly adept at giving
change., More fundamentally, if Fairfax believed that the major cause of
thelr market share fall over the 1975-1979 period was the convenience factor,
why did they regard 12 cents as a ceiling cover price for the Sun? With the
once and for all effect of convenience used up, why couldn't they increase
price to 13 or 14 or 16 or more cents? These higher prices would have
greatly increased circulation revenue, assuming (as the convenience argument
does} that the own and cross price elasticities are close to zero. Indeed,
in 1979, instead of going back to 10 cents why didn't Faivrfax move the price

of the Sun to 20 cents as in fact it moved to about a year later?

Twe important issues are raised by our results. First, is the
greater degree of product differentisztion in the morning market inevitable
in the light of attributes of a worning newspaper? FEconomists have barely

T

begun the task of explaining product di {c.f. Comanor, 1967 and

i
Porter, 1974). However, ét is clear that Hotellings® (1927} famous prediction
about non~price policies always converging to a common denominator works well
for commercial ﬁelevisi0n§<3} domestic airiines and evening newspapers and
badly for morning newspapers. What explaing such differences? Secondly,
what are the welfare implications of product variety? This subjiect too

L ] aril
has received little research effort {Scherer 1979). Yet in our context,
with more and more newspapers disappearing, the guestion is vital. Our

resulis suggest that the welfare lose of a Sydney moiaing paper folding are
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likely to be greater than if a evening paper folds. Yet even in the evening
market the apparent cross elasticity of demand is not all that high {(about
0.4}, so the majority of readers are not indifferent about which paper they
buy. To date, studies of non-price competition {(especially advertising}
have been almost exclusively firm-orientated, with not enough attention to

CONSUMRYS.,
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ABLE 1: Cover Prices in the Sydney Evening Newspaper

Industry, 1930 - 1980

Date of Price of the Price of the
Chanee Sun Mirror
1ang {Cents)} {Cents)
1930, Aug. 4 1.3 -

1940, Feb. 5 1.7
1941, HMay 12 1.7 flentry)

194%, Sept., 12 2.5 2.50
1931, Mar. 1Z 3.3 3.3
1856, Oct. & 4.2 4.2
1964, Sept. 14 5.0 5.0
7.0 7.0

1870, Mar. 3
7

1874, Jan.

1974, Bept. 3 9.0 -
1974, Ocx. i -~ 9.0
1874, Nov. 25 10.0 -
1974, Dec. 10 - 10.0
1975, July 7 12.0

1979, Jan. 15 10,6

1979, Hov. 1 15.0 15.0%
1980, July 7 20.0% 20.0

NOTE: % Depnotes price leader in terms of the first firm to
announce g price rise, effective on the same date
for both firms.

SOURCES: John Fairfax and Sons, Mirror Newspapers,
and Mitchell Library, Svdnev.



TABLE Z: Price Bounds in

Marker, 1970 -

Price level Price Leader Price Follower Lag

{weeks)

7 cents Telegraph S5.M.H. June 1870 4
May 11 1870

B
L
00

8 cents Telegraph S.M.H, June
April 23 1973 1973

9 cents S.M.H.® Bepr 30 Telegraph Sept 30 O
1874 1874

10 cents

[ ¥
=
iy
jan}
-
jat)
i)
-
oot
(s
&
3ot
¢ D
ao
&
W
=,
5
T
o
wy
N
-
ed
%3

3

12 cents

29

st
Lt
3
o
&
3
in

14 cents [ Te b, 27 4G

15 cents : 3 Sept. 25 51
20 cants | §: S.M.H. Feb. 8 0
! 1980

NOTES: ¥ prices effective the same date, bub earlier announcement.
tralian newspaper represents about 5% of the

[
pe
o

If included it led

. price rises to
2/74y, 15 cents (11/9/ ( il

76} and 20 cents {(July

i

SOURCES: As in Table 1.

ot
e
et
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TABLE 3:

Sales and Market Shares in the Svdney Evening

19

Newspaper

Industry, 1973 ~ 1880

Six-monthly Average Sales Average Sales Mirror's
Period Ending: of Mivroxw of Sun Market
Share (%4}

March 1973 349,522 347,437 50.2

| September 1973 361,549 152, 709 50.6

| March 1974 304,317 301,017 50.3

| September 1974 369,153 364,288 50.3

. March 1975 358,836 356,994 50.1

? September 1975 379,081 340,434 52.7(a)

f March 1976 371,944 326,990 53,2

| September 1976 389,078 341,754 53.7
March 1977 375,107 318, 370 54.1
September 1977 377,508 328,731 53.5
March 1978 | 361,615 318,558 53.2
September 1978 391,393 131,530 54, 1
March 1979 387,173 138,511 53.4(b)
September 1979 399,450 374,726 51.6
March 1980 361,520 342,284 51.4
NOTES: {ay Half of this six month period involved a newly

SOURCE:

(b)

28 €
The last two months of
the elimination of the

tablished price diffe

rential,
this six month pericd invelved
price differential.

Sales figures from Audit Bureau of Circulation.
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FOOTHOTES

¢.f. Hunter (1%61) and Sheridan (1974}, p. l4.

Tor further discussion see Davidson and Stewardson (1979},
especailly pp. 142-146.

For a British example, see Steiner (1961). The Hotelling
model is summarised in Lipsey (1979), pp.318-320.
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