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Journalism, it has oftery been sadly noted, is a profession within a business.
the craft really aohieves'the rank of a profession is open to question,

re is no doubt that «it depends upon. a healthy business base. - This study
A B L L - o "™ .
has been prepared in order. that newsmen may know a little more about the business

beh1nd the profess1on

.

051ng data published by Edltor £ Publlsher, annual riports, and - confldentlal

mater1a1 made’ avallable to us by publlshers, we have examlned budgets for papers

: of varying sizes from 1947 to 1974. z&e have attempted to estimate proflts and -

2 SRS

to chart trends in the V%FIOUS squrces of reVenue and 1tems - f expense. . "

/

How prof1tab1e are newspaper% - /

Unt!t‘recently there were few rellable flgures on newspaper prof1ts _One

/

‘advantage to the growth of publlcly held corporatioms has been that aud1ted flg-

s

ures are avallable -- though even .these are subject to Interpretatlon A great .

!

deal depends on how deprec1at10n is’ accounted for, what items are Iumped into

general and adm1n1strat1ve categorles, etc. But some reasonable flgures are

. _ _ . | ,
available. Booth Newspapers, Inc., includes eight daily newspapers in Michigan,
- p .

ranging from 35,000\to 130,000 in circulatijion, w;th an average,of about 66, 5NN,

During the five years between 1966 and 1970, the company's, net profit after taxes.

ranga& from 10.6 to 15.1 per cent of revenue. During this time,” the company
owned- no other businesseS‘- -

An average Booth paper wodld have received $5,626,250 in advertlslng
revenJe during 1970, plus $l 603,500 from its subscrlbers and $29 375 from all

othetr sources, for a total of §7,257, OOO EXpenses were $5,405, 500, taxes

. §990,875, tax investment credits were4$26,375, and net 1ncone after taxes -

’

. | 2
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was $895Y000 for a return on revenue of 12.3 per cent and a return on invest—'

(3

ment of‘15.4 per cent. Returns before taxes are a little less than double

- ' . "

these rates:

Newspapers vary greatly in their profitability, ofztourser At least one
family newspaper showed a return of 4n per cent on revenue before taxes, in -
the 50, 000 circulation bracket. Typically, however, the family-run newspape:

. 1is not well managed. Group ownership'generally increases profitability.

-been runn;ng 7.8 per cent of revenue after taxes.

Profitability also depends upon size and on domination of the market.
Knight newspapers, whose properties in Detroit and. Philadelphia face 'str-ng
\ - .
competition, also has three papers.close to 500,M00 circulation. Their  after-

tax income as a proportion of revenue has varied from 5.53 to 7.83 per cent f.n

recent years. Newspaper eannings for the Times Mirror Company (Los BAngeles

Times, Orange Coast Daily Pilot, Newsday, and the Dallas Times Herald) have

. [ 3

The remainder of this paper will take a closer look at both revenue and

expense to see what has been happening over the last 27 years.

>

REVENUES

We have constructed a compOSite newspaper by averaging the available

.

reports from newspapers ranging from 10, 000 to 100,000 in circulation, for ease

L]

of comparison. We will also present available data broken down by circulation

-

groups in the appendices.

Advertising has been the chief source of newspaper revenue for a long time.

% -

Q

[Kc

BA i Text Provided by ERIC

In 1947, it contributed two—thirds of the revenue for our composite daily,
. “‘2'
but by 1965 the figure was nesarer three-fourths. Most of this inorease

occurred during the fifties, but the ratio: _continues graduallyito increase.

X . - . .
Advertising may be further\diyided into, local display, national, and

classified. Local ads have always been the most important soupce for our

composite. By 1972, they accounted for more than half of total revenue.

14

(Table 1), National-ads amounted to 12 per cent of total revenoes.in 1947, '-'

‘ 3 . ’
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but deélined to 3.74 per cent by 1974. But the homely little classlfledfhas

grown ama21ngly to take up the slack. It prov1ded 14 per cent of revenue for”

‘the compos1te in 1947 and for a long t1me merely held 1ts own. Dur1ng the 1967s, -

-4 ! ) RN
however, more aggresslve promotlon'Erought the class1f1eds up to pro~1de around

o

FEad

l7 per cent of revenue.
Newspaper readers accounted for about one-third of total revenue for the

composite paper in 1947. This proportlon ‘has slowly decllned to about. one—
£

t L - =

-quarter . - - . ' ’ .

Advertlsing accounts for the .bulk of newspaper revenue simply because cir-~

‘

culation cannot. Most newspapers face a saturated market - they reach arcund

-1

80 per’ cent of the homes w1th1n the city zone -- and a deflnlté cost-demand

) curve. A cost-demand curve is a hypothetlcal plot of the number of 1tems llkely

A}
to be sold at any g1ven price. It is of importance to newspapers in two situa~

)
tions: . competitive rarkets and markets where 2 slﬂeable proportlon of the

potential readers -have low incomes. Figure 1 illustrates the actual decline ' .

Y

in circulation with every increase in pr1ce for the Richmond Va. newspapers
(Many - factors. work’ 51multaneously in the marketplace, S0 3hat thlS curve should
. be taken only as an illustrafion. But since many - newspapers face a decllnlng
1nner city, the cost-demand curve, OT price elast1C1ty, has to: be taken into

account . ) . - o ) . .

Advertlsing also has its coSt-demand curve, espec1ally for natlonal ads.

L

(Figure 2) But local advertising 1s relat1vely non- elast1c, that is, redsonable

» increases w1ll not result in a s1gn1f1cant drop in llnage because there is no

6

<other medium wh1ch can deliver the sales at the same price. This May .not be

true as the w1red c1ty becomq’ moré of an economic pOSSlblllty, but it has + -

L3

allowed publlshers to raise ad rates faster than subscrlptlon rates: . Further,

4

the proportion of the newspaper given to advertls ng has been steadily grow1ng.

: . .
Perhaps the key factor in the ‘growth of adventising revenue has been'the




 papers. . K C w

“ta 50 per'cen%ﬂpf.all'newspaper revenuesg but ;ysumed growth in the 0s.
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~ rapid growth in édGertising"itself Advertlslng is estlmated at $4. 26 billien
in 1947 (up from $§1.3 bllllon in 1933), and at $20.6 bllllon for 1971. Whlle ( E

newspapers® share of the ad dollar has dropped fram 52. 11 per cent in 1947 tf\:
. | /.

around 30 per cent this still amounted to $8 43 billion in 1975

! v Revenue by Clrcylatlon

. . - IR |
© Circulation size has a decided effect on the composition of revenues, as

well as total revenues. In 1947, the -larger the paperz the more of its income

came fpom subscribers. By 1972, there was little difference between pape}s of

- differing circulation. (Table 2) \\ T . v

In 1947, papers with from 10 -to 25 000 c1rculat10n got 71 per cene of thelr

revenue from ads, whlle papers topplng 100,000 received 61 per cent from ads.

The type of advertising also varied. Local ads were the backbone of the smaller
papers, but the percentage of national advertising grew as the circulation grew. "

' National eds accounted for less than 10 per cent of the small paper3s revenue,

but almost.- 17 per cent of the larger. Classified was about 14 per cent for ali

-

The revenue picture~has not remained constant. By the mid-fifties size
. ' v /
differences bégan to disappear. All papers gained in lpcal advertising, but the

larger papers made the blggest gains¢ By the end of the decade, total advertis-
13

1nguaccounted for 75 per cent of revenue for papers-with circulations cver

100,000 and under 25,000. Cgmperable figures for the mediumfsized papers were

about 70 per cent

National advertlslng began its long and contlnued declrn)*durlng this

period.\<£n\zse S0s and 60s, local adverti®ing seems to have s&ablllzed at 4sS

4 .
e

-

A
An‘lhengchange in the 60s was a jump in cYassified revenue ffor the ‘medium-

ince it came from
/ Lt

\J

size-papers.. Our data fof'the 70s is not directly comparable,
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a different sourcefthan_the.earlier-BaELfigufes;”but.it indicates tha§ classified. -

i

is now running at 16 to 20 per cent.

EXPENsL ,

Expenses are generally d1v1ded into’ l& categorles: news- ed1tor1al, adver-

tlslng, c1rculatlon, composing, stereo,-engraving, press room, adm1n1stratlon4 .
and general, building and plant,‘paper and 1nk and business and off1ce Each

department's share in the total expense for our compos1te daily is listed in-
/ c T : -

!

Table 1 for 1947, 1965, 1972, ard 1974.
Newspr19t3 ink, and handling haye .always been the largest single expense
1tem, but surpr1s1ngly, th1s category had *been shr1nkfﬁg‘proportlonately untll

the recent meteoric rise from $135 to %izo a ton. Perhaps this has been due

'more to the increase in back- ~-shop wages han to any saV1ngs of newsprlnt Typo-

graph1cal scaleserose S7 per cent in New York between 1963 and 1971, or 7.1.
per cent annudlly. At the same t1me, the work week (after wh1ch overtime must

bq\pald) was reduced from 36 hours and 15 m1nutes to 34 hours and a half. Other

-

cities had much more modest raises/ Chicago, for example, had an annual increase

~ - . N

of only 4.5 per cent, but did cut 4n hour and a quarter off the work week.

AN

Boston matched New York, but Philadelphia settled for an annual increase of . g‘ //()>'

4.7 pericent. ~ \ -

The drop also reflects the depressed state of the paper industry in lQ?Q'll
and 71. International,Paper, the world's largest papermaker, saw its earnings
drop, from $115.6 million in 1969 to $82.5 in 1970 and ‘$69.3 mllllon in 1971. 4;

(1276 earnings are estimated at a very healthy $284 mllllon')

1

Overall, the allocatlon of expenses between departments remained fairly

‘stable from 1947 to 1974 as 1llustrated by Tables 2 and 3.  The gréat increase

I

J A
‘1n the price of paper and the 1ntroductlon of c0mputer typesettlng may be

1derably. s,

6 . - :. .

expected'to change the ratios -co
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'Expenses by Circulation - e
* Throughout this(period the six Chief.expenSes, regardless of newspaper

size, have been paper and ink, composing, editorial, advertising, circulation

- .

ang administration and general. These account for about 85 per cent of all
costs. : N e O ' B
-’ ’ . :
Smaller papers” and those of up to 50, 000 C1rculatlon divided their 1947
r

-

expénses relatlvely evenly amongjthese six departments. (Table 3) For the

papers with cIrculatioﬁ/ between 10,000 and ‘25,000, composlng room and admin--

‘-e__lstratlve costs each took about 17 pér cent. Papers of 25 to SO 000 spent more

- » L]
money on paper and ink (18. S per Geht), Wlth ed1tor1a1 and composing draw1ng

17 and 16 per cent rESpectlvely

' For the larger papers, almost’ one th1rd of total expense was for paper and

~N

1nk Th1s is true even though they tend to run more pages because the "flrséw

’ copy costs" -- the monay that has to be spent for editorial work advert1s1ng
, - L
expenses, composition, etc., before the first copy comes off the ﬁbess -- can

be spread out over 100 000 cop1es 1nstead of QSiOd"CopleS Paper and 1nk on

sthe other hand goes up d1rectly in- proportlon to circulation.

Two. maJor trends are ev1dent for all papers' a. decllne in the proportlon
A Y -~ .

of expenses allqcated to newsp ;Et and 1nk and a 51multaneous increase in

admln; ative and general exp sek This is especlally notlce%ble in the

papers It is not clea from the ava11ab1e 1nformatlon as to why these

-

nses have increased—so0 much though one may suppose that part of{thk answer

ies in the 1ncreas1ng amount of bookkeepﬁ?gnnecessary for governmen

LY

ments and” in the 1nd1v1 paper s share of a chain's operatlon It may be

. & 1.,
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Advert1s1ng, compos1tlon, and news- ed1tor1al expenses tend 'to decllne '

proportionately as c1rculatlon rises, since they may be spread out\over a larger

»

" number of copies. ¢Paper and 1nk and c1rculatlon costs rise as productlon

. increases. Paper may go up even more rapldly than c1rculatlon, since larger .-

papers normally print more pages. o _ ' o - \
i! All in all, allowing for minor-and individual fiuctuatfons; the pattern off
expenditures today is similar for all neﬁspapers within the size range stodied.
L;rger papers no longer compete for national'advertising and, indeed;:find

-

themselves facing the heavy expenses. involved in zone edition$ which have become .-
. A ' . . LT N Y B
necessary to compete with suburban newspapers -for readers and advertisers.

. . R

Thelr economies of scale wamabelng offset by the strength of lpcal media. n"‘; e
o —
Economists and historians llke to see cont1nu1ty - n1ce smooth 11nes which -

-

.enable one to predlot tomorrow from yesterday. But as Table 4.1nd1cates,

bu51ness is not so ob11g1ng Table 4 presents the yearly 1ncrease ‘in each of ,j
. é.f' : 'F'. { |
the maJor items of newspaper expense, figured as a percentage of the prev1ous
» ¢ d
year. -Even ignoring the post-war surge in wages and prices, expenses may go up

«J

more than 6vper cent in one year, but drop in the succeeding ‘year, as compoéﬁng

costs did in 1960 and 1961. ¥ S . ‘
’ . c . . - N J-‘

REVENUES V§.- EXPENSES
L e . Al Do ' .

Flnally, we have examined the relatlve growth in expenses and revenues for

.

our comp site daily, between 1947 and 1965 - _

W1th the exceptlon of foSr yefrs (1955 59 62 and 64) expenses 1ncreased
‘more rap1d y as,a proportlon of the previous year 's budgét than did revenues.
»ﬁihis does not mean that the composite-paper made no profit during th{s time,
but simply that the profit margin,hasfshrunk. (Table 5) In fact, financial
.analysts.generally rate newspapers as signifioantly mgre profitahle than the

median of Amé"§an 1ndustr1es. For example, Forbes‘magazine’s 1975 survey of o

Amerlian bus1ness gives the fOllOWlng rates of return on stockholder equity: K i %

ERIC - N o N

wll Toxt Provided by ERIC
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' Knlght -Ridder News, 13 l%"Gannett, '16. 3%" ‘Times Mifrror, . l7 O%, Washlngton

Post, 15. 4%, and the New York Tlmes, 16.1%. The ‘median for all 85Q1c0mpan1es ..

o -
k4 .. ’

surveyed was 13.3% for the prev1ous 12 months . ' S .
# ' : M -
What size newspaper 1s the most prof1table° . Using l§74'figures, we Wwould

) est1matquphat papers ranglng from lO to 25, 000 could expect & 9. 7 per’ cent

return on revenue -- that 1s, there°should be 8 7 cents of prof1t (before taxes)

out of every dollar the paper br1ngs 1n A well-manv ed'paper,'or a morning- .

*. Fl

/’
evening comblnétlon, ‘may eas1Ly double that rate.

The rate of return apparently keeps cllmlbng at least untll a newspaper
’ 4
hits 200,000 c1rculat10ng and there are only 36 papers 'in the United States in

1974 with a higher circulation. Papers of that size should. be return1ng around

16 per cent of every dollar of reVenue, before taxes.. Larger papers which - * //’*'

dominate the1r own terr1tory, seem to drop to a 13 per cent-returf. Those who

. by

do, not dominate their own area ‘are very. apt to sp1ral dOanard out 7f existence.

Ve
’ Ce S
4

'

4
4
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1947
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'10.90

> { 1965
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- 24.48

4

413.79
9.35 "
10.57 -
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' TABLE 2,
D ~ .
' 'Sources .of Revenue
1947 10-25,000 _25-50,000
Local a rtising 46.45% 44 .28%
® National 3dvertising 9.37 10.95
Classified advertisi .- 14.65 s 13.84
. Total adve;t;sing’gg ) -71.03 68.92
Clrculatlgn ' 28.50 30.88
1953 o T ‘
Local advert151n§ or ~ §0.05 e46:49 _
National advertising 0+ 131.90 12.59°
Classified, advertising - " . .10.16 - 14.87
Total advertlslng -~ 72.89 . 7G.48
Circulation . 26.51 28.80
1957 . T K
" Local- advertlslng . 54.86" - ?45.19'
'National advertising . '8.82 11.52.
Cla551f1ed .advertising 11.24. =, 13.25
Totalladvertlslng 75.16" . 70.45
Clrculatlon ‘ 23.54 . 29.41
- - : ¢ <
1965 ST 3,% R ® . _
*- Local %dvertlsl g ' 53.25 46.05
National advertising E.lo 6.47
Classified advertising:.: 13.19 22.47- ,
Total advertlsIng 73:.18¢ . ... 75.70 °
C1rcu1at10n . 24.81. ¢« 21.67
P 5 oL ] : ¢
1972 oo '
7€ , )
Local advertising , © 55.16 51.34 . .
/ National adverti§ing - 3.49 4.02 .
Classified advertlising 16.88 18.15 - =
Total advertising . 5.53" 75.23
Q{gﬂglgf}on SN oo 23.88 .23.80
P ] Lo ¥ ’ . . . ‘
e U y - T
//Loéél advertising . '57.73 54.00
Nationhal advertising .3.12 3.66
-Classified advertising /. 14.62 16.11
; *Total advertising 75.47 73.77
‘Circulation” Te \i 24.53 24.23
' 12

: L2
_’$)! \ B <.
- »

<)
AE

According to Clrculatlon Slze, }947 - 1972

-

50-100,000 . 100-200 ooovh

1 42.61% _,29.54%_

v 9.78 - , 16.81 . .

© 14.59 -15.23 .
66.97" 61.31 -
31.68 . ~ 37.95

@

. 43.53 38.49
13.18 19.16
12.29 16.18

. 69.09 69.90

.. 30:60 . - 29.27
44.74 " 42.54-'
11.84 17.43
14.15 15.15
70.95 75.11
28.75 24.70

1 S
46.63 . 45.52
7.33N . 10..61, °
17.96 - 16.30
72.21 - 73.26
. 24.91 26,55 -

v 49.17 . 49.27»
-5-.80 : .7.80
17.23 ~'18.61

'72.20 75.68 .
27.27° . 28,98
.51.69 : 49.06 -,
. 4.74 5.57 %
18.49 - 20.25 -
$74.92 _7lig3.'
25.08 25.13 -
2. }lii



- LT S " TABLE 3

. Expenses By, Ci%®culation, 1947-1972
- - . e !
w . . ‘ . 10-25,000 %9-50;000 50-100,000 100-200,000
1.947 . ¥ ~ g . ¢’
] . . - ‘ - . R
News-editorial 15.52 .. 17.42 13.76 13.45%
. Bdvertising. . 9.67 '10.30 _ 7.89. 7.52
Circulation;ﬁ distribution 9.28 10.18 13.45 116.25
Compositiorf = = - 16.99 16.17 12.66 7.54
s Newsprint, Ink. .and handl1ng 15.08 18.50 29.50 ,P4 ~77
Administrative & general 16.78 - . 10.3S - 9.36 *" 8.39
" Al} other . 18.58 17.08 * 14.34 12.03
1965 | '
'News-editorjal 14.24 15.13 ° 15.68 12.00
Advertising | 11.64 . B8.65 9.78 6.77
Circulation & distribution 8.39 10.78 8.72 14.82
Composition , 17.46  16.19 \kﬁﬁh 10.68
Newsprint ink & handllng 13.69 16.90 S 32.37
Administrative &(general 22.09 . 13.66 - 16.86 9.45
® 711 other ‘ 13.73 18.66 15.99 14.09
~ ' A
1972 .
News-editorial 14. 15.50 13.03
« Advertising 10. 7.90 7.72
Circulation & distribution 8. 13.20 - 13.50
Composition 15. 15.10 11.25
Newsprint, ink & handling ;g. 16.96 23.60
Administrative & general 2 17,13 19.02 .
All other 12. 14.25 . 12.05
1974
News-editorial 14. 13.62 13.43
Advertising 9. 7.50 6.85
Circulation & d1str1but10n N\ 9. 12.26 13.36
Composition 12. x1.87 11.53
Newsprint, ink & handling 13. 20.56 24.57
Administrative & general 30.34 27.83 25.68 23.96.

All other . 10.11 10.03 8.52 6.30

*®




and general

A Y
TABLB'4‘

&

« 1 Annual’Percéhfage Inérease inQExpenses bx\Circulation Size
10-25,000 « 1947 1949 1951 1953 195653 1957 1960
’ . S [

Composing. . \. 30.75 '¢.83 19.97 6.55 -2.03 4.68 5.05
Paper § ink 50.38 .13 15.88 g8.14 2.29 - 3742 6.65
. Editorial 12.40 8.94 15.34 ' 10.13 8.67 5.59 4.68 -

_ Advertisi 31.02 '11.76 10.39 4.59 4.21 2.34 “6.53
‘Circulatiply”’ 19.69 5.66 9406 3.29 3.75 .8.57 3.65
_Administ’ffive .21.26  11.44..13.06 10.93 13.12—~ .82 4.3

and general e R . .
L] , -
25-50,000 - >
composing 26.35 7.27 6.74% 9.38 3.28  2.57* .5.59
Paper § ink 46.06 5.45 11.14 9.10 3.88 «1.14 .79.
Editorial 16.47 10.55  6.72 -7.64 5.04 3.12  2.69,
Advertising 22.10 12.27 . 6.70 10.99 2.67 -:25  3.98
Circulation -, 13.93 6.56 10.58 10.44 2.58 2.64 '%.80
ministrative 14.36  18.44 7.71 10.04 3.47  1.66 76.36
and general’ : : -
50-100,000 ’ o
Composing 28.66 - 8.58 639 6.73 5.31 .95* 6.59°
Paper & ink 41.90 -1.36 11.70 11.76 7.35 =~2.55 " 5.95
‘Editorial 14.70 6.49 3.22 3.57 6.37 1.72 6.92°
Advertising 21.46 9.37 4.96 12.21 5.79 .52  2.82
Circulation 13.82 1.18  3.27 5.50 12.01 3.38 5.87
‘Administrative 52.46 3.69 2.78 , 6.61 7.43 .34 5.16
~and general ’
100~200,000
Composing 28.06 15.10 7.89 4.81 9.39 -.10 7.58
Paper & ink 46.01 5.05 8.77 6.95 5.05 -.52 3.86
Editorial 17.10 5.94 - 4.39 3.82 6.02 2.43 6.59
Advertising 15.75 6.40 10.20 6.93 9.13 -.31 .5.46
Circulation 19.19 9.30 6.27 9.76 -6.73 .09 7.24
Administrative 9.89 1.90 8.04 5.61 2.83 3.94 6.22

*Figures for 25-50,00Q dnd 50-100, 000 §e for 1958 instead of .1957."
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1962

3.92
4.60
4.21
5.25
6.78

.23

6.38

7.89
3.56
4.80
-4.1Q

2.95
4.09

2.09

4.19.
4.50
2.87

3.74

©2.94

4.17
4.26
4.67
3.87

1964

‘8.11

7.49
6.12
7.89
5.1C
4.40

© 6.30
4.52

5.91
4.51
4.37

B8.28. .
5010 -

2.42

6.16

4.11"

5.13
6.44
1.51

5.28
5.01
5.48
5.34
5.94
4.61



- N

TABLE 5

~ i
.

_ Annual Increase in Revenue and Expenses For A Composite Daily

) i
’ - Revenue . Expense
D 1947 24.12% 28.09%
4948 - 15.96 20.04
- \ 7 ,
1949 ;7’. 87 . 9.34 ’
1950 .3.07 . 6.85 .
Y 1951 © .82 ‘ 9.3
’ . : ) <
1952 : 8.58 ' 9.95 -8
1953 ' 8.40 8.95 °
. 1954 1.61 3.01
1955 ' 841 6.02
1956 4.19 ' 5.66
1.3 3.59
' 62 ~ 2.09 ’
7.33 : 5.78
' »
1960 4.87 5.55
1961 o .40 ~1.48
« 1962 ) 5.26 , 3.59
L~
1963 5.04 6.28
1964  7.39 6.36
1965 6.75 L s 6.81
-«



FIGURE, 1

L 4

Cost=Demand: Curve For Richmond, Va., Tihes-Dispatch, 1967-1972 .
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~ FIGURE 2 |
¢
, . Hypothetical Demand Curve For National Adv rtising/CPM

y .
o000 205,000 300,000

~Inches

Drawn from industry records showing the amoun: of national advertising
placed in varioue¢ papers at various costs per 1,000 cubscribers .

(National rate per inch x 1,000 divided hy circulation).;
ﬁQ:;- ' v .
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