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Terms of Reference

On Tuesday, March 18, 1969, the Senate of Canada constituted the Special
Senate Committee on Mass Media by approving the following resolution:

That a Special Committee of the Senate be appointed to
consider and report upon the ownership and control of the
major means of mass public communication in Canada, and
in particular, and without restricting the generality of the
foregoing, to examine and report upon the extent and nature
of their impact and influence on the Canadian public;

That the Committee have power to engage the services of
such counsel and technical, clerical and other personnel as may
be necessary for the purpose of the inquiry; and

That the Committee have power to send for persons, papers
and records, to examine witnesses, to report from time to time
and to print such papers and evidence from day to day as may
be ordered by the Committee.

The Committee was reconstituted by the Senate during the second and

third sessions of the 28th Parliament on October 29, 1969 and October
8, 1970.
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Preface

Since I first gave notice of motion in November, 1968, to establish a Special
Senate Committee on mass media, the question I have been asked most
frequently is what prompted me to propose such a Committee in the first
place. I have, of course, had a lifelong interest in the media; and then too,
anyone who has been active in public life soon becomes aware of the all-
pervasive influence of the mass media. It occurred to me that there had never
been a national accounting for the media. Most people agreed that freedom
of the press presumes responsibility, but few had really stopped to assess
that responsibility. It also occurred to me that Parliament might be the ideal
instrument through which the people of Canada could determine whether they
have the press they need or simply the press they deserve.

At first we considered a study dealing exclusively with print, but the
inter-relation and inter-action between print and the electronic media is so
extensive that to-be meaningful it was necessary to broaden our study to
include all forms of mass media. We have tried, however, to focus on the
electronic media as they relate to the whole media spectrum.

Newspaper publishers, in particular, repeatedly told the Committee that
they sought no special favours from government. We believe them. Certainly
none are required. And yet in the United States, with an equally flourishing
press, even while our Committee was meeting, Congress passed a Newspaper
Preservation Act which to all intents and purposes legitimizes and extends
press concentration. Its easy passage through both Houses of Congress has
been popularly attributed, at least in part, to the fact that politicians looking
to re-election must depend substantially upon the mass media in the very
real world of practical politics.

The Canadian Senate, on the other hand, is structured in a way which
allows it to take that detached view which I believe is apparent in this report.
None of us doubt that the Senate can be improved. Indeed the press of
Canada has been offering us advice in this regard for more than 100 years. We
have been grateful for their counsel. But our first concern in approaching this
report has not been the welfare of either the press or the Senate, but rather
the public interest.

It should be noted for the record that from the moment the Committee was
announced until these words were written, we have received the full co-opera-
tion of the mass media. Our relationship with the media has been cordial and
upon occasion frank and confidential. That confidentiality has been respected.



In all modesty but in simple justice to my colleagues, I must say that it
was a hard-working Committee. My gracious deputy chairman, Senator Louis
Beaubien; our diligent whip, Senator William Petten; and the other members
of our steering committee, Senators Charles McElman, Harry Hays, and
John Macdonald, were always available. Every member of the Committee
made a useful and effective contribution and I shall always be grateful to
each of them: Senators Romuald Bourque, Douglas D. Everett, Mary Kinnear,
J. Harper Prowse, Josie Quart, Donald Smith, H. O. Sparrow, Frank C.
Welch, and Paul Yuzyk.

Our study began with an intensive research programme under the able
direction of Nicola Kendall. Much of this research is appended to this report;
that which is not has been made available to the libraries of the University of
Western Ontario and Carleton University, which have departments of
journalism.

We regret that it was not possible in the time at our disposal to include the
situation of the Canadian book-publishing industry in the Committee’s study.
It deserves attention, because this industry is encountering serious financial
difficulties and appears to be coming increasingly under foreign control. We
believe it is urgently necessary to consider whether this industry—like banking,
uranium, broadcasting, and newspaper and periodical publishing—should not
be declared off-limits to foreign takeovers.

Throughout our hearings, which began on December 9, 1969 and con-
cluded on April 24, 1970, we received briefs from some 500 companies,
organizations, and individuals. One hundred and twenty-five witnesses ap-
peared personally before our Committee. The value of our hearings was
greatly enhanced by the effective performance of our counsel, L. Yves Fortier.

Two staff people deserve special recognition. One of these, Borden Spears,
is a newspaperman’s newspaperman. As our indefatigable executive consultant,
he helped to bridge any credibility gap that may have existed between fifteen
Senators and those who collectively comprise the mass media. Marianne
_Barrie, our administrative director, routinely performed the impossible.

In the deliberative and report-writing phase of our S)peration we were
greatly assisted by Alexander Ross, Gilles Constantineau; and Peter Smith.
Our research assismﬁ—éhal, was invaluable throughout. We are
deeply indebted to the efficiency and devotion of our hard-pressed secretarial
staff, Peggy Pownall and Judy Walenstein. It was an effective team, in whose
assembly I take great pride. And we owe much to the unfailing assistance of
my secretary, Elizabeth Nesbitt, and of Mr. Walter Dean and the staff of the
Senate.

The press we need, or the press we deserve? No thoughtful analysis could
offer a definitive answer. 1 present The Uncertain Mirror.

2‘.’(3“*3

December 1970 (KEITH DAVEY), Chairman
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Though it will be apparent to those who read its pages that this is a pre-
eminently Canadian document, we make no apology for beginning with a
statement by a distinguished American jurist. Justice Hugo Black, in a case
involving the right of newspapers to news, wrote that “the widest possible
dissemination of information from diverse and antagonistic sources is essen-
tial to the welfare of the public ... a free press is a condition of a free
society.”?

This notion is basic to our idea of a free society. The more separate voices
we have telling us what’s going on, telling us how we’re doing, telling us
how we should be doing, the more effectively we can govern ourselves. In
this sense, the mass media are society’s suggestion box. The more suggestions
there are from below, the better will be the decisions made at the top. This
assumption is not limited to parliamentary democracies. The desire to have
a voice in ordering the institutions that govern our lives is a universal
human constant, from classroom to corporation, from neighbourhood to
empire. And in a technological society, the media are one of the chief
instruments by which this need is met.

The big trouble with this assumption, the notion that media diversity
equals a higher polity, is that it happens to be in flat defiance of economics.
More voices may be healthier, but fewer voices are cheaper.

There is an apparently irresistible tendency, which the economists describe
as the process of “natural monopoly,” for the print and electronic media
to merge into larger and larger economic units. The tendency is en-
couraged by the Canadian tax system, in particular the application of
death duties, to the point that the president of Southam Press Ltd. predicted
to the Committee: “... it seems apparent that small and medium-sized news-
papers will in the long run pass from individual ownership. .. all existing

1 Associated Press v. United States, 326 U.S. 1, 20 [1944].
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independently owned newspapers will come on the market in due course
because of the tax implications now facing Canadian business owners.”

This tendency could —but not necessarily —have the effect of reducing
the number of “diverse and antagonistic sources” from which we derive our
view of the public world. It could also—but not necessarily — lead to a situa-
tion whereby the news (which we must start thinking of as a public resource,
like electricity) is controlled and manipulated by a small group of individuals
and corporations whose view of What’s Fit to Print may closely coincide
with What’s Good for General Motors, or What’s Good for Business, or
What’s Good for my Friends Down at The Club. There is some evidence,
in fact, which suggests that we are in that boat already.

We have, then, this natural conflict — which isn’t terribly unique in any
democracy — between what the society needs and what the society can afford.
The purpose of this Committee was not to ascertain whether concentration
of media ownership is a Good Thing or a Bad Thing. Of course it is a bad
thing; in a land of bubblegum forests and lollipop trees, every man would
have his own newspaper or broadcasting station, devoted exclusively to
programming that man’s opinions and perceptions.

In the real world, we must try to strike balances. How do you reconcile
the media’s tendency towards monopoly with society’s need for diversity?
And if it turns out that there really is no way we can fight this monopolistic
trend, is there any way we can still ensure “diverse and antagonistic sources”
of information within a diminishing number of media? Which leads us to
all kinds of related questions, such as whether we are getting the kind of
information service we can afford, or merely the kind we deserve.

These are tricky questions, and the Committee does not presume to have
come up with definitive answers for all of them, or even most of them. We
would stress, in fact, that this isn’t exactly what governments are supposed
to be for. Further on in this report we suggest some measures which
governments could take to encourage the development of a freer, healthier,
more vigorous, more Canadian and — yes — a more diverse press. But in the
same breath, we must recognize that all the medicare legislation in the
world, by itself, won’t cure a single case of dandruff. To a very limited
extent, government can be useful in amending some of the ground-rules
under which the mass-media game is played. But it is only the players
themselves — the public, the owners of the media, and most crucially of all
the journalists — who can improve the quality and relevance of the product.

The extent to which the concentration of media ownership affects this
quality is one of the chief concerns of this report. Accordingly, let’s state
the situation in the baldest possible terms by looking at the 103 Canadian
communities where a daily newspaper is published or a primary Tv station
is located.

Within these 103 communities there are 485 “units of mass communica-
tion” — daily newspapers or radio or TV stations — and slightly over half of
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them are controlled or partially owned by groups. Of Canada’s 116 daily
newspapers, 77 (or 66.4 per cent) are controlled or partially owned by
groups. Of the 97 Tv stations (including some relay stations), 47 (or 48.5
per cent) are controlled by groups. Of 272 radio stations, groups control or
own a substantial interest in 129 (or 47.4 per cent).

The patterns of concentration take several forms. There are publishing
and/or broadcasting chains which control media outlets in several com-
munities. There are local groups which control some or all of the competing
media in a given community. There are some groups which fall into both
categories — they own newspapers or broadcasting stations in several different
places, and own print and electronic outlets within a single community.
There are also groups — the loose word for them is conglomerates — which
have interests in various media outlets that are subordinate to their other
investments. With the expansion of cable Tv, the growth of suburban weekly
newspapers, and the development of new media technologies, these patterns
of group ownership could very easily become more intricate and pervasive
in the future than they are right now.

But the trend towards fewer and fewer owners of our sources of news and
information is already well entrenched. There are only five cities in the
country where genuine competition between newspapers exists; and in all
five cities, some or all of these competing dailies are owned by chains.
Seventy years ago there were thirty-five Canadian communities with two or
more daily newspapers; today there are only fifteen — and in five of these
cities, the two dailies are published by the same owner.

Of Canada’s eleven largest cities, chains enjoy monopolies in seven. The
three biggest newspaper chains — Thomson, Southam, and F.P.-today
control 44.7 per cent of the circulation of all Canadian daily newspapers; a
dozen years ago, the total was only 25 per cent. The conventional wisdom
still cherishes the image of the “independent” owner-editor, a tough but
kindly old curmudgeon who somehow represented the collective conscience
of his community. If this image ever had validity, it hasn’t now. Your
average daily newspaper editor is the hired branch-manager for a group of
shareholders who typically live somewhere else. Fully 77 per cent of the
circulation of all Canadian newspapers is now controlled by these chains, a
situation which a frontier journalist like Bob Edwards, editor of the Calgary
Eye Opener, would have found incredible.

In broadcasting, ownership is far more diversified. But the trend towards
concentration is present, and it is accelerating. Nearly a dozen Tv stations
that once enjoyed local control or substantial local participation have come
under the control of major broadcasting groups.

But suppose there are fewer and fewer owners: is this necessarily a bad
thing? There is a lot of evidence to suggest exactly the opposite. Chain
ownership has rescued more than one newspaper from extinction. Chain
ownership has turned a number of weeklies into dailies. Chain ownership has
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financially strengthened some newspapers, so they’re better able to serve
their employees and communities. Chain ownership may in some cases have
resulted in a decline in editorial quality; but there are also instances where
chain ownership has upgraded it. In other words, there is simply no correla-
tion between chain ownership and editorial performance. There are some
great newspapers in Canada and there are a number of distressingly bad
ones. But in no case does their quality or lack of it seem to have much to
do with where their shareholders live.

In terms of public policy, though, this isn’t too relevant. What matters is
the fact that control of the media is passing into fewer and fewer hands, and
that the experts agree this trend is likely to continue and perhaps accelerate.
The logical (but wholly improbable) outcome of this process is that one
man or one corporation could own every media outlet in the country except
the cBc. The Committee believes that at some point before this hypothetical
extreme is reached, a line must be drawn. We’re not suggesting that the
present degree of concentration of media ownership has produced uniformly
undesirable effects; indeed, it may be that the country would now have
fewer “diverse and antagonistic” voices if all these media mergers of the
1950s and 1960s had not occurred. But the prudent state must recognize
that at some point, enough becomes enough. If the trend towards ownership
concentration is allowed to continue unabated, sooner or later it must reach
the point where it collides with the public interest. The Committee believes
it to be in the national interest to ensure that that point is not reached.

Would such intervention operate in defiance of economics? The short
answer is that it would and it wouldn’t. Much of the trend towards media
monopoly stems from the stunningly persuasive fact that big newspapers and
big broadcasting stations are more profitable than smaller ones. But there
are other mergers, lots of them, which appear to confer no benefits of
scale. They occur simply because a man gets richer by owning five or ten
or fifteen profitable newspapers than he does by owning one.

So there’s no reason why a government which acted to stem the tide of
media monopoly would find itself, like King Canute, with the waves lapping
disobediently at its feet. Anyhow, doesn’t the whole Canadian proposition
operate in defiance of “economics”? We believe the thing can and should be
done, and done quickly. In a later chapter we will suggest how.

But checking the media’s monopolistic tendencies is only a small step
towards promoting the kind of media the country needs and deserves.
Suppose, for instance, that the government decreed tomorrow that control
of every newspaper, TV station, and radio station in the country must return
to “independent” operators: would it make any difference to the kind of
newspapers we read, the kind of programmes we hear and see?

Not likely. No matter who owns the shares, a lousy newspaper is still a
lousy newspaper. As Osgoode Hall Law Professor Desmond Morton recently
observed: -“It doesn’t matter whether the North Bay Nugget belongs to Roy
Thomson, Max Bell, or a local drygoods merchant. They are all, without a
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single exception, in the same kind of hands. They all belong to the Canadian
business community and they all do what that community wants. And if
Canadian businessmen assume an automatic, infallible identity between their
views and those of every right-thinking Canadian, they are hardly unique
among the oligarchs of history.”

This gets us closer to the second question into which this Committee was
established to enquire. As well as being commissioned to study ownership
patterns of the media, we were also asked to consider “their influence and
impact on the Canadian public.” And this leads us inexorably to a con-
sideration of content —the kind of newspapers we read, the kind of pro-
grammes we hear and see. It also leads us into a discussion — and here we
tread with extreme diffidence —into the endlessly entertaining subject of
What’s Wrong With The Press.

Plainly, something is wrong. Judgements like this are risky, but it seems to
us that there has never been a period in the nation’s history when the press
has been so distrusted, so disrespected, so disbelieved. “Our profession has
moved far from the days of the yellow press and the alcoholic city room,”
Lee Hills, editor of the Detroit Free Press, recently told an audience of
American journalists. “And yet, despite this great progress and new knowl-
edge and greater dedication, I believe we are in danger of losing our most
important asset: the friendship of our readers.” His remarks apply with at
least equal force in Canada.

There is something about the media that is turning people off. What is
it? It’s certainly not “sensationalism,” because most newspapers abandoned
that shrill technique a generation ago, for the excellent reason that it failed
to sell newspapers. It’s certainly not “bias.” Most consequential news outlets
in this country are objective to the point of tedium in their political coverage.
And it’s certainly not “superficiality,” since the news coverage we receive
today is more complete, more sophisticated, more exhaustive, than ever
before.

No, it’s something more basic than the failings which all these archaic
weapon-words describe. It’s got something to do with society itself, and the
way it’s changing, and the way people react to it. If the media turn people off,
it’s because society at large turns them off. If newspapers are losing friends,
it’s part of the same process by which Parliament is losing friends, and the
courts, and the corporations, and the schools, and the churches.

We hesitate to wade too deeply into the swamps of sociology and Mc-
Luhanism, but it does seem clear that all the conflict, the hassle, the demon-
strations, the social anguish which currently surround us have at least one
common characteristic: they’re all concerned with people versus institutions.
From China’s cultural revolution to Czechoslovakia’s counterrevolution, from
the high-school sit-in to the Red Power movement, this theme is a constant.

The media, precisely because they are institutions, are involved in this
conflict — and they are involved as participants. One of the truly depressing
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aspects of our enquiry was the ingenuous view of so many media owners
that they are mere spectators. They’re not spectators. They control the
presentation of the news, and therefore have a vast and perhaps dispropor-
tionate say in how our society defines itself. It is true, as we were repeatedly
reminded by the people who appeared before us, that newspapers can’t
swing elections any more, that the media’s ability to control and manipulate
events is vastly overrated. That’s like saying an air-traffic controller can’t
prevent airplanes from landing. Of course he can’t; but he can dictate the
order in which they land, or send them to another airport. The power of
the press, in other words, is the power of selection. Newspapers and broad-
casting stations can’t dictate how we think and vote on specific issues; but
their influence in selecting those issues can be enormous. Of course the people
won’t always vote the way the editorial-writers tell them on next week’s
sewer bylaw; but who decides when they’ll start thinking and talking about
sewers — or whether they’ll worry about pollution at all?

This quaint notion of media-as-spectator appears to ared by most
of the people who control the corporations that control-the news. But then,
too many publishers and broadcasters seem to harbour a positive affection
for the nineteenth century. One eminent publisher, for instance, told us
his definition of press freedom included “the right of the public to buy a
newspaper each day if they wish, to write letters to the editor, or to start
a paper of their own if they don’t like it.” We are reminded by this of the
inalienable right of every Englishman to occupy the royal suite at the
Savoy Hotel —if he can afford it.

Unfortunately, this flair for sheer, crashing irrelevancy seems to be part
of the media’s conventional wisdom. Time and again we were presented
with similar pious declarations, the sort of thing publishers have been telling
service-club luncheons since at least the 1940s. Somehow they always seemed
to miss the point.

Item: “Freedom of the press is essential to a healthy democracy.” Of
course it is; who would disagree? But the question is, is this freedom
enhanced or diminished by corporate control of the news?

Item: “We strive to be objective on our news pages, and leave our opinions
to the editorial-writers.” Great. But what do you mean by ‘“objectivity”?
Suppose there’s a pulp mill or a nickel refinery dumping millions of gallons
of effluent into the nearest river, and the local newspaper says nothing about
it unless it’s reporting a speech by some local conservationist. Is that objec-
tivity? In trying to assess fairness and objectivity, aren’t the stories a paper
doesn’t print, the facts it doesn’t bother to collect, just as important as the
ones it does?

Item: “We’re not influenced by advertisers.” We believe this. There are very
few publishers who will keep a local advertiser’s name out of the paper if he’s
nailed on an impaired-driving charge. But isn’t the very fact of advertising
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an influence in itself? Doesn’t the very fact that the media live on advertising
revenue imply a built-in bias in favour of a consumption-oriented society?
This institutional bias, we suggest, may be one of the chief reasons for the
current public disenchantment with the media. But there is an even more
compelling reason, and it has to do with the nature of the news itself.

At the annual meeting of a troubled financial corporation in Toronto
recently, a woman shareholder stood up and berated the reporters present
for printing “all that bad news” about her company. (The bad news consisted
of disclosures that the company was earning much less money than previously,
that the company’s senior executives had borrowed heavily from company-
controlled banks, and that the company’s founder had got the firm to
guarantee loans so he could buy three airplanes.)

The applause she received from her fellow-shareholders was literally
thunderous. How come? Why this visceral hostility?

Part of it was the well-known tendency of people, when they hear bad
news, to blame the messenger. But not all. The sheer prevalence of this shoot-
the-messenger syndrome indicates that much of our journalism is failing to
prepare its readers for conditions of constant change.

In a static, pre-industrial society, the news must concern itself with
isolated events which somehow fracture prevailing patterns: COLUMBUS
DISCOVERS AMERICA! The trouble seems to be that today, in a society
where hardly anybody will die in the town where he was born, where many
of our children’s lifetimes will embrace not one but several careers, where
exploration into our minds and outward to the stars is a constant process, in
a society where everything is changing, we’re still defining news in the same
old pre-columbian way.

If it is to be news, there must be a “story.” And if there is to be a “story,”
there must be conflict, surprise, drama. There must be a “dramatic, disrup-
tive, exceptional event” before traditional journalism can acknowledge that a
situation exists. Thus the news consumer finds himself being constantly am-
bushed by events. Poor people on the march all of a sudden? But nobody
told us they were discontented! Demonstrations at the bacteriological warfare
research station? But nobody told us such an outfit existed in Canada! People
protesting pollution? What pollution? The paper never told us....

We exaggerate, of course. But we think our central point stands up:
journalism’s definition of what constitutes “news” is still far too narrow. It still
concentrates overmuch on the dramatic, exceptional event — the voting, the
shooting, the rioting — and not enough on the quiescent but visible situations
which could spell trouble later on.

Trouble: that’s something else that’s wrong with journalism’s current defi-
nition of the news. There is much more to life than hassle and strife, but
the media’s entrapment in drama, conflict, and disruption prevents them from
reporting it. There are terrible divisions in any technological society, but there
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are also many places, many ways, in which people are coming together. We
should hear more about these scenes than we do.

Part of the trouble is the media’s understandable tendency to look for news
only in the old, familiar places: city hall, the courts, the police stations, the
union halls — places where there’s always a man whose institutional credentials
(“spokesman,” “president,” “mayor”) allow the news to fit easily into
prevailing journalistic pigeonholes. The result often resembles a shadow-play:
plastic figures saying plastic things which are transmitted in a plastic way — but
we all know that the real story, the real news, is happening in some other
dimension. It is happening in the streets, in laboratories, within families,
beneath the sea, behind the closed doors of foreign boardrooms and, most
crucially of all, inside people’s heads. But because these exciting developments
don’t immediately generate “events,” they tend to be ignored or — what is
worse — distorted by the archaic perceptions of cop-shop journalism.

Let us now, in the words of one authoritative source, make One Thing
Perfectly Clear: these are not blanket criticisms. Our best newspapers, our
best radio and television reporters, are fully aware of these limitations of the
conventional journalism, and have been striving for years to expand its
perceptions. In many cases they have succeeded magnificently. In deploring
the media’s weaknesses, we wish to avoid the old journalistic trap of failing
to acknowledge their strengths.

Among these strengths, unfortunately, a penchant for self-criticism is not
conspicuous. In the course of our hearings we became astonished that an
industry so important, so prosperous, so intelligent as the communications
business has developed so little formal machinery for upgrading its personnel
and its product.

Apart from the Canadian Managing Editors Conference (an ad hoc body
which tries to meet once a year) and a couple of excellent local groups, there
is no organization worrying about how news is presented and how that
presentation can be improved. The American Newspaper Guild worries about
salaries. The Canadian Association of Broadcasters, the Canadian Daily
Newspaper Publishers Association and its weekly counterpart worry — oh, how
they worry! — about revenues.

But nobody seems to worry, outside the office at least, about the quality
and relevance of their performance. Nor did anyone from newsrooms or
boardrooms appear to be much concerned with the industry’s astoundingly
offhand approach to recruitment and personnel development. The news busi-
ness is above all a “people” business. But if IBM had been as unconcerned
about the kind of people it attracts and the conditions under which they work,
it would still be making adding machines.

This is doubly unfortunate, because government cannot and should not
attempt to remedy some of the weaknesses we’ve been discussing. Only the
industry can do that — the people who own the media and the people who
work for them. As Victoria Times publisher Arthur Irwin told the Committee:
“Only journalists can make journalism work.”
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The job is crucially important, for what is at stake is not only the vigor of
~ our democracy. It also involves the survival of our nationhood. A nation is
a collection of people who share common images of themselves. Our love
of the land and our instinctive yearning for community implant that image
in the first place. But it is the media —together with education and the
arts — that can make it grow. Poets and teachers and artists, yes, but journalists
too. It is their perceptions which help us to define who and what we are.

We all know the obstacles involved in this task. Geography, language,
and perhaps a failure of confidence and imagination have made us into a
cultural as well as economic satellite of the United States. And nowhere is
this trend more pronounced than in the media. Marquis Childs on the edi-
torial page. Little Orphan Annie back near the classified ads. Nixon and
Tiny Tim and Jerry Rubin and Johnny Carson and Lawrence Welk and
Timothy Leary on the tube. The Beach Boys and Blind Faith and Simon
and Garfunkel on the radio. The latest vc bodycounts courtesy of A.p. and
v.p.1. The self-image of an entire generation shaped by Peter Fonda riding
a stars-and-stripes motorcycle. Need we continue?

We are not suggesting that these influences are undesirable, nor that they
can or should be restricted. The United States happens to be the most im-
portant, most interesting country on earth. The vigor and diversity of its
popular culture — which is close to becoming a world culture — obsesses,
alarms, and amuses not just Canadians, but half the people of the world.

What we are suggesting is that the Canadian media — especially broad-
casting — have an interest in and an obligation to promote our apartness
from the American reality. For all our similarities, for all our sharing, for
all our friendships, we are somebody else. Our national purpose, as enun-
ciated in the B.N.A. Act, is “peace, order and good government,” a
becomingly modest ideal that is beginning to look more and more attractive.
Their purpose is “the pursuit of happiness,” a psychic steeplechase which has
been known to lead to insanity.

One of the witnesses who appeared before us, Professor Thomas L. Mc-
Phail of Loyola University’s Department of Communication Arts, warned
that “Canada has one decade remaining in which its members have to make
up their minds whether they want to remain a distinct political, cultural and
geographical national entity.” The C.R.T.C.’s Pierre Juneau, in his testimony,
concurred in this assessment. So do we.

The question is, how successful have the media been in helping us to make
up our minds? Here again, we must award less than perfect marks. There
are too few Canadian stars, although there is plenty of talent. There are
too few national news personalities in the manner of Walter Cronkite or
Walter Lippmann. There is no truly national newspaper, no Canadian news-
magazine, no Canadian hit parade (although Quebec has one), not enough
things like the NHL and the cBc that we can all talk about and react to and
love and hate and know as our own.
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This is hardly the media’s fault. In fact, we have cause to be grateful for
what the media have already accomplished, against considerable odds, in
defining ourselves in non-American terms. But there is vast room for im-
provement. Later in this report, we will recommend means by which the
government and the media can make such improvement possible.

12 THE UNCERTAIN MIRROR




I
- OWNERSHIP







1. How Much is Enough?

Communications in Canada is a big business — a billion-dollar business, as a
matter of fact, in terms of advertising revenue alone. Does this mean that the
news is controlled by Big Business? And if so, how is that affecting the public
interest? Finding answers to these questions has been the Committee’s
main job.

Before we could begin to answer it, though, we had to analyse to what
extent the media are controlled by various kinds of groups. Strangely enough,
no exhaustive comprehensive study of this subject had ever been made in

Canada — perhaps because businessmen in the communications field tend to
move faster than statisticians.

Accordingly, the Committee commissioned Hopkins, Hedlin Limited, a
Toronto-based consultancy firm, to take a long and detailed look at the
economics of the communications business in Canada. Their report, which
we are publishing as a companion volume to this one, was a massive under-
taking. This chapter and the next are a summary of the findings.

We have a few words of caution regarding the data contained in these two
chapters: they have nothing to do with people. In the interests of statistical
consistency, Hopkins, Hedlin had to make some extremely rigid distinctions
between what constitutes a “group” and what constitutes an “independent”
owner of a media outlet. But these distinctions bear no direct relation to
editorial performance. Some of Canada’s best newspapers are owned by
groups; some of the worst are owned by independents. The obvious point
we're trying to make is this: in the following pages, which analyse the extent
of group versus independent ownership, we’re not talking about Good Guys
and Bad Guys. We’re simply describing the ownership situation as it exists,
in statistical terms that are wholly consistent but sometimes rather unreal.

To determine the extent of concentration of ownership in the mass media,
we limited our study to the 103 Canadian communities where a daily news-
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paper is published, or where a primary (as opposed to a satellite) Tv station
is located, or where one of the major groups owns a media outlet. These 103
communities have a total population of about twelve million, but the media
involved have a much larger total audience than that. In other words, we’re
talking here about the most important media outlets in the country, the ones
from which the vast majority of the population gets its news, information
and entertainment. Weekly newspapers and cable Tv ownership aren’t in-
cluded in this chapter, but we’ll be dealing with them later on.

On this basis, then, there were a total of 485 units of mass communication
in the country in July, 1970. Of this total, 234 are owned by “independents” —
that is, by corporations operating in a single community, although they may
own more than one media outlet in that community. The rest are owned by
“groups” — corporations which own a significant or controlling interest in
media outlets in more than one community, or which own media outlets along
with other business interests. The short answer to the question, then, is that
groups now control 51.8 per cent —more than half —of all the important
communications media in the country.

Of the 116 daily newspapers included in the survey, 77 (66.4 per cent)
are owned by groups. Of the 97 private Tv stations (including satellite sta-
tions located in some of the 103 surveyed communities, 47 (48.5 per cent)
are group-owned, or groups have a substantial minority interest in them.
Among the 272 private radio stations, groups hold controlling or substantial
minority interests in 129 (47.4 per cent).

On the basis of this simple nose-count, Quebec’s media show the highest
degree of concentration of ownership; of 72 media outlets in that province,
47 (65.3 per cent) are group-owned. British Columbia comes next, where
44 (64.7 per cent) of 68 media outlets have group interests. The degree of
concentration is least in Nova Scotia, Prince Edward Island, and Manitoba,
where the proportion of media outlets in which groups have an interest is
below 35 per cent.

Table 1 gives the province-by-province breakdowns.

There’s another way of measuring concentration of ownership, and it’s
probably more meaningful in terms of the way people actually experience the
media. That is, in how many of these 103 communities do the same people
own more than one media outlet? Since so much of our news, information,
and entertainment come to us through local outlets, this approach to con-
centration takes us closer to the realities of the situation. There are probably
more potential dangers involved if the same people own all the media outlets
in a single community than when a single chain owns several outlets in several
towns. '

Doing our nose-count on this basis, then, we get a pattern that is hardly
reassuring. Of the 103 surveyed communities, there are 61 where groups or
independents own two or more of the community’s media outlets. There are
34 communities where groups own two or more radio stations, and 26 com-
munities where independents own two or more. There are 31 communities
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TasLE 1. GROUP OWNERSHIP BY MEDIA UNITS* IN SELECTED COMMUNITIES
MEDIA UNITS NEWSPAPERS RaApio TELEVISION
Province

Total Group Per Cent | Total Group PerCent | Total Group PerCent | Total Group Per Cent
British Columbia..................oine 68 44 64.7 18 15 83.3 36 21 14 8 5721
NIOEP o o s 40 19 47.5 7 6 85.7 23 9 10 4 40.0
Saskatchewan...... SR e 28 12 42.9 4 4 00.0 15 5 9 &) 33.3
MENHODR. T i, 30 10 33.3 7 2 28.6 16 7 7 1 14.3
ONIIOy S L 183 93 50.8 48 30 62.5 109 50 26 13 50.0
8110 o e el S S 72 47 65.3 14 9 64.3 41 29 17 1l 64.7
New Brunswick................ 20 11 55.0 6 5 83.3 9 2 5 4 80.8
NOVAR SCOHA. . corvvmiiict oo 23 7 30.4 6 2 33.3 13 4 4 1 25.0
Prince Edward Island 7 2 28.6 3 2 66.7 3 0 1 0 0.0
Newfoundland............... 14 6 42.9 3 2 66.7 7 2 4 2 50.0
CANADR 2l hs i et 485 251 51.8 116 17 66.4 272 129 97 47 48.5

*Total Media Units does not include cable television systems or shortwave radio.
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TaBLE 2. MULTIPLE GROUP AND INDEPENDENT INTERESTS BY LISTED COMMUNITIES

RADIO AND
MULTIPLE INTERESTS RADIO TELEVISION MIXeD MEDIA
Province Number
of Com- Inde- Inde- Inde- Inde-
munities Total* Group pendent| Group pendent | Group pendent| Group pendent
B Columbia.. i e o Tl (8 15 11 11 4 6 3 7 2 2 0
Alberta............. e - e TR LR TR 6 5 4 S 1 4 3 3 2 0
Saskatchewan... 7 4 ) 2 0 0 2 2 1 0
TR e 2 T i -l T e A 6 3 3 2 3 1 1 2 0 0
OB 0 el o r i, B e e e 45 23 20 18 15 16 8 4 2 3
0 (50 s M N LR IS Wi . SRS s 19 9 13 0 8 0 8 0 1 0
Nesw BrafiSWICK. . ..o oottt St S e 3 2 2 0 0 0 1 0 2 0
MOVAERCOHAL .. oot R e ST 5 3 1 2 1 2 0 1 0 0
Prince Bdward Island e . ...om b Bk ke TR0 ol 8 2 0 0 0 0 0 0 0 0 0
i 0 Cagb Lo T LT e S R A ot - 05 O e | 2 1 1 0 0 0 1 0 0 0
CANAD A Sl e e s SR e o LR 103 61 57 33 34 26 31 14 10 3

*Total number of communities in which multiple interests exist. This may not correspond to the total of multiple group and independent interests because more
than one multiple interest may exist in one community.



- where groups have common interests in both radio and Tv stations, and
~ another 14 communities where “independents” enjoy the same multiple
interest.

There are also 11 communities where groups or independents have a com-
mon interest in the local newspaper and one or more of the broadcasting
stations. In eight of these places, the people who own a newspaper also have
a financial interest in the Tv station. In four of these communities, the news-
paper owners have an interest not only in the Tv station, but in one or more
of the local radio stations as well.

Table 2 gives a province-by-province breakdown of the situation.

NEWSPAPER NOSE-COUNT

When we consider ownership concentration as it applies to daily newspapers,
the problem assumes a finer focus. If you accept the notion that “diverse and
antagonistic” sources of information promote a healthy democracy, you would
have to regard a city with at least two newspapers under separate ownership
as being luckier than a city with only one- Well, how many Canadian cities
are there where that situation exists? There are ten — or nine if you don’t count
Vancouver, where the two main dailies are published by a single corporation
that is jointly owned by two newspaper groups. You might also discount
Moncton and Sherbrooke as competing newspaper towns, since their two
dailies are published in different languages. That leaves seven cities; and in
most of them, groups control at least one of the competing newspapers.

In fact, there are only three Canadian cities — Montreal, Quebec City, and
St. John’s — where there is major competition involving at least one inde-
pendent daily. (Toronto and Montreal don’t count for the purposes of this
study because we’re labelling the Montreal Star, the Toronto Star, and the
Toronto Telegram as “groups” because of their interests in weekend supple-
ments and suburban weeklies).

On the face of it, this situation represents a significant decline in the
number of “diverse and antagonistic” voices available to newspaper readers.
According to Professor Wilfred Kesterton, around 1900 there were 66 dailies
published in 18 communities with two or more newspapers. By 1958, there
were only four communities in this position; between them, they published
only 14 dailies. Today there are 23 dailies being published in five cities with
two or more newspapers: six in Montreal, six in Vancouver (if you include
the four suburban dailies of the Columbian group), four in Toronto (one
published in Italian), four in Quebec, and three in Ottawa-Hull.

Putting it another way: just before the First World War, there were
138 daily newspapers in Canada — and there were 138 publishers. In 1953,
Canada had the fewest newspapers (89) and the fewest publishers (57)
since the first presses rolled out the Halifax Gazette in 1752. By 1966 there
were 110 newspapers and 63 publishers. Today, 12 publishing groups produce
more than two thirds of the country’s 116 dailies.
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So far in this analysis, we’ve been counting noses — the number of media
outlets controlled by groups and independents. A more meaningful way of
looking at the newspaper question, however, is in terms of circulation. Using
this approach, we find that the 14 newspaper groups in Canada between
them own or hold substantial interests in 77 dailies with a combined circula-
tion of 3,614,354 — about 77 per cent of total Canadian daily circulation.

Newspaper groups control about 95 per cent of the daily circulation in
British Columbia and Alberta, 100 per cent in Saskatchewan, 88.3 per cent
in Manitoba, 75.9 per cent in Ontario, 92.7 per cent in New Brunswick,
72.6 per cent in Prince Edward Island, 81.1 per cent in Newfoundland, and
97.5 per cent (English) and 50.6 per cent (French) in Quebec, and 9
per cent in Nova Scotia.

The starkest finding, however, is that three of these groups— Southam,
Thomson, and F.p.-—control about 45 per cent of total Canadian daily
newspaper circulation. A dozen years ago, the big three controlled only
about 25 per cent.

If you're fond of tables and graphs, Table 3 and Chart 1 summarize
the situation.

TasLe 3. PROPORTION OF DAILY NEWSPAPER CIRCULATION

Per Cent of
Canadian
Group Circulation Total

Desmarais-Parisien-Francoeur. ... v s it iiotont bttt 319,770
TR OMISON 1 e aisnlasens o B deirnsgon o ko it i S b e 400,615
Southam 849,364
855,170
115,785
395,210
104,442
26,525
60,045
242,805
15,142
195,696
12,487
21,298
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TOTAL (GROUP:CIRCULATION. . 24 L 00 &, SR 0l ising. 3 ISRy e 3,614,354

TOTAL CANADIAN CIRCULATION.........c.ocooviuiieeeeieioeeeiesisenessesienseeensnnes 4,710,865

On the nose-count basis, once again, the Thomson group, with 30 news-
papers, is the largest. But Thomson is a small-town chain, while F.p. and
Southam operate mainly in larger cities. The combined circulation of each
of these two groups is more than double Thomson’s.
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Chart 1. CIRCULATION OF DAILY NEWSPAPERS AS A PROPORTION
OF POPULATION

NUMBER OF DAILY NEWSPAPERS
DISTRIBUTED FOR EACH 100 OF POPULATION
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F.P. publishes the two dailies in Victoria. In Vancouver, F.P. owns the
Sun and Southam the Province; both papers are published by Pacific Press
Limited, in which Southam and Fr.p. share ownership on a 50-50 basis.
Edmonton’s only daily is owned by Southam, and Calgary’s two competing
dailies are owned by Southam and F.p. Southam and F.p. also own the
two dailies in Winnipeg. In Regina and Saskatoon, the only dailies are owned
by the Sifton family. In Ontario, where there are more dailies and their
ownership less concentrated, ¥.p. controls the Globe and Mail, Southam
owns Hamilton’s only daily, and Ottawa’s two English-language newspapers
are published by Southam and r.p. In Quebec, Southam owns the Montreal
Gazette, but the most powerful concentration is the one controlled by the
Desmarais group which owns La Presse in Montreal, three other Quebec
dailies, and a number of weeklies. In New Brunswick, K. C. Irving controls
all five English-language dailies. In Nova Scotia, where most of the daily
circulation is controlled by independents, the only Big Three newspaper
is Thomson’s New Glasgow News. In P.E.l., Thomson owns both Charlotte-
town dailies. In Newfoundland, two of the province’s three dailies are now
owned by Thomson.

GROUP PANORAMA

We turn now to broadcasting. Here, the patterns of ownership concentration
are much trickier to describe because shared ownership is much more
common than in the newspaper business, and because there are a lot more
radio and Tv stations than there are daily newspapers. Here again, though,
the overall pattern seems clear: an accelerating trend towards concentration
of ownership. In the past decade alone, nearly a dozen Tv stations that
started out as ““independents” have come under the control of major broad-
casting groups. The best way of surveying the situation is briefly to describe
which groups own what in each province.

BRITISH COLUMBIA

Probably the province’s most important broadcasting group, for the pur-
poses of this survey, is Selkirk Holdings Limited, which controls radio sta-
tions in Vancouver, Victoria, and Vernon. Southam Press Limited is Selkirk’s
biggest (30 per cent) shareholder. Another major group is Western Broad-
casting Company Limited, controlled by Frank Griffiths, which owns CKNw,
the biggest radio station in the Greater Vancouver area. Western also shares
ownership (with Selkirk and Famous Players Canadian Corporation Limited)
in British Columbia Television Broadcasting System Limited, which own the
private Tv stations in Vancouver and Victoria. B.C. Television and Selkirk
each hold a one-third interest in Okanagan Valley Television Company
Limited, which owns Tv stations in Kelowna, Vernon, and Penticton. Another
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major B.C. group, Skeena Broadcasters Limited, owns a primary Tv station
in Terrace-Kitimat with relays in Prince Rupert and other smaller com-
munities as well as radio stations in Prince Rupert, Kitimat, and Terrace
These groups control seven of B.C.’s 14 Tv stations. In November, 1969,
according to the Bureau of Broadcast Measurement, the eight group-owned
stations accounted for 57.4 per cent of the province’s total night-time TV
circulation.

ALBERTA

Southam Press Limited which owns daily newspapers in Calgary, Edmon-
ton, and Medicine Hat, also has interests in two radio stations in Edmonton
and one in Calgary, either directly or indirectly through its holdings in Sel-
kirk. Selkirk also controls radio stations in Grande Prairie and Lethbridge,
and TV stations in Calgary and Lethbridge. The other Tv station in each of
those cities is controlled by Maclean-Hunter Limited, which also owns a
radia station in Calgary. Four of Alberta’s ten TV stations, and 40.6 per
cent of the province’s total TV audience (as measured by B.B.M.) are con-
trolled by these groups.

SASKATCHEWAN

The Sifton family is the province’s dominant media owner. Besides con-
trolling both the province’s major daily newspapers, they own one of Regina’s
five radio stations and one of its two Tv stations, which has a satellite at
Moose Jaw. The other group that counts is the Rawlinson family, which
controls radio stations in Regina and Prince Albert, plus Prince Albert’s
only TV stations. These two families control three of Saskatchewan’s nine TV
stations, accounting for 30.8 per cent of total daily night-time circulation
in the province, according to B.B.M.

MANITOBA

Although there is much independent media ownership, groups are active
in Winnipeg, where F.p. owns one daily newspaper and Southam owns the
other. Southam also has a 49 per cent interest in the Brandon Sun. Western
Broadcasting Company Limited controls two Manitoba radio stations, Mof-
fat Broadcasting Limited controls another two plus a Tv station and Sifton
owns one radio station. The Moffat Tv station, one of seven in Manitoba,
accounts for 33.9 per cent of total daily night-time circulation.

ONTARIO
Here, ownership patterns are so comiplex that we’ll outline them on a

city-by-city basis:
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Toronto—Seven of the city’s fifteen radio stations are controlled by groups:
one by Maclean-Hunter Limited, two by Rogers Broadcasting Limited, two
by cHuM Limited, and two by Standard Broadcasting Corporation Limited.
Toronto’s Italian-language daily newspaper is under independent control,
but the three remaining dailies are under group control —the Globe and
Mail by F.p., the Star by the Atkinson-Hindmarsh families, and the Telegram
by the Bassett-Eaton interests, who also own the city’s only private TV
station.

Ottawa—Le Droit, the city’s only French-language daily, is an independent.
F.p. owns the Ottawa Journal; Southam owns the Citizen, as well as a
substantial interest in one of the radio stations. The only private Tv station
is controlled by Bushnell Communications Limited, and broadcasting groups
(cHuM, Télémédia Québec, and Raymond Crépault) own another five of
the city’s eleven radio stations.

Hamilton—Southam owns the only daily newspaper, the Spectator, Selkirk
—in which Southam is the major shareholder — owns cHCH-TvV (founded
by Kenneth Soble), the city’s only television station. Rogers Broadcasting
Limited and Sifton each own Hamilton radio stations, and the Soble estate
owns two.

Windsor—The city’s only TV station was formerly owned by Rko Distribut-
ing Corporation (Canada) Limited which, because of federal restrictions on
foreign ownership, was required to divest itself of ownership. The station
is now jointly owned by the Bassett-Eaton interests (75 per cent) and the
CBC (25 per-cent). Windsor’s only daily newspaper is independent, but four
of the five radio stations are controlled by groups: two by RKO (which the
Bassett-Eaton group have bought subject to c.rR.T.C. approval), two by
Stirling.

London—The Blackburn family owns the city’s only daily newspaper, its
only Tv station, and two of the four radio stations. Southam, however, holds
25 per cent of the shares of the newspaper — which in turn controls the
three stations — plus a further 25 per cent interest in the preferred shares
of the broadcasting operation.

Kitchener-Waterloo—Southam has a 48 per cent interest in the area’s only
daily newspaper, Maclean-Hunter owns two of the radio stations, and Carl
Pollock owns the other two, as well as a TV station.

Sudbury—The Sudbury Star is controlled by Thomson. Cambrian Broad-
casting Limited, owned by the Cooper, Miller and Plaunt families, owns the
TV station and two of the four radio stations.

St. Catharines—The Standard and two of the four radio stations are con-
trolled by the Burgoyne family.

Oshawa—Thomson owns the newspaper; the two radio stations are inde-
pendent.
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Sault Ste. Marie—Media ownership is mainly independent, although two of
the radio stations are controlled by Greco, a small group which also owns
radio stations at Blind River and Elliot Lake.

Brantford—The newspaper and two radio stations are independent.

Kingston—The Davies family owns the Whig-Standard, and used to have
interests in two of the six radio stations and the TV station, but these

broadcast holdings were sold to Bushnell Communications Limited in July,
1970.

Niagara Falls—The daily newspaper and the radio station are independently
and separately owned.

Sarnia—Thomson owns the newspaper. The two radio stations are separately
owned.

Peterborough—Thomson owns the Examiner. cHUM and Ralph Snelgrove
share control of one radio station. Bushnell controls the other radio station
and the TV station.

Guelph—The daily Mercury is owned by Thomson, and the one radio station
is independently owned.

Oakville—Toronto Star Limited owns the Daily Journal-Record, and the
radio station is independently owned. Bassett-Eaton interests own the
weekly Oakville Beaver.

Thunder Bay—Thomson owns the News-Chronicle and the Times-Journal.
The Dougall group owns the city’s only Tv station and two of its four radio
stations.

In the province, groups account for 57.6 per cent of the total Tv audience.

QUEBEC

Of Quebec’s 14 daily newspapers, nine are group-owned, four by the Des-
marais group. Two dailies are published by the Péladeau group. The other
group-owned dailies are the Montreal Star, the Southam-owned Montreal
Gazette, and the Thomson-owned Quebec Chronicle-Telegraph. Some 29 of
the province’s 41 radio stations in the surveyed communities are group-
owned, including seven by Télémédia (Québec) Limitée, controlled by
Philippe de Gaspé Beaubien, five by Crépault, three by a combination of
Baribeau-Pratte interests, two each by Standard Broadcasting, Stirling, Tietol-
man, and Bushnell, one by the Desmarais group, and one by a combination of
Baribeau and the Lepage Société. There are only six independent radio sta-
tions, the remaining six being owned by the cBc. Eleven of Quebec’s 17
TV stations are are controlled by groups, including Télémédia’s two stations
in Sherbrooke and Rimouski. Desmarais has a minority interest in the
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Carleton TV station, as does the Pratte group. Lepage-Baribeau controls the
TV station at Jonquiére, Famous Players and Baribeau-Pratte control two
TV stations in Quebec City, and Bushnell in July, 1970, received c.R.T.C.
approval to purchase CFCF-TV in Montreal. Of the province’s total TV
audience (English and French), 35.3 per cent is controlled by these groups.

NEW BRUNSWICK

K. C. Irving owns all five of the province’s English-language dailies, one
of Saint John’s four radio stations, and its Tv station. Since the C.R.T.C.
ordered the Moncton TV station to install a satellite station in Saint John,
and Irving’s station to install a satellite in Moncton, both cities now have
alternate TV service. The French-language daily, L’Evangéline, is indepen-
dently owned. Irving reaches 94.9 per cent of New Brunswick’s total Tv
audience.

NOVA SCOTIA

Thomson’s New Glasgow News and Bowes’ Truro News are the province’s
only group-owned newspapers. The Dennis family controls Halifax’s two
dailies. Of Nova Scotia’s 13 radio stations, the Manning family owns two
in Truro and one in Amherst, and CHUM owns cJCH radio in Halifax. cTv
has a controlling interest in cJCH-TV in Halifax, but Selkirk and Western
Broadcasting hold significant minority positions in the same station which,
according to the B.B.M. survey cited earlier in this study, accounted for 38.1
per cent of the province’s total daily night-time circulation.

PRINCE EDWARD ISLAND

Thomson owns Charlottetown’s two dailies. Summerside’s only daily is
independent, as are two radio stations in the surveyed communities. The
cBC owns the only TV station and one radio station.

NEWFOUNDLAND

In 1970, the Herder family sold two of the province’s three dailies to the
Thomson group. Geoffrey Stirling controls one radio station, and one of the
two TV stations in St. John’s which accounts for 46.2 per cent of the
province’s total TV circulation.

SOME GROUP PROFILES
So far in this chapter, we’ve been attempting to define the extent of con-

centration of ownership in the media by a statistical analysis of the situation,
and by briefly indicating who owns what in each province.
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To clarify this latter point, the remainder of this chapter consists of
brief profiles of most of Canada’s important media ownership groups. These
are the corporations whose owners are responsible for most of the nation’s
daily newspaper circulation, most of its radio and Tv distribution. Their
influence is considerable, and it appears to be increasing rapidly.

THE BASSETT-EATON GROUP

This group is represented by the Telegram Corporation Limited, the shares
of which are held in trust for the three sons of Telegram publisher John
Bassett and the four sons of John David Eaton, the recently retired head of
Canada’s biggest retailing chain. One subsidiary, Telegram Publishing
Company Limited, publishes the Toronto Telegram. Another subsidiary,
Inland Publishing Company Limited, owns the foliowing seven suburban
Toronto weeklies with a total circulation around 90,000: Bramalea Guardian,
Burlington Post, Mississauga News, Newmarket Era, Oakville Beaver, Stouff-
ville, Tribune, Whitby-Ajax News Advertiser.

The Telegram Corporation also holds 53.17 per cent interest in Baton
Broadcasting Limited (which operates crTO-TV, the city’s only private TV
station) and 50.52 per cent of Glen-Warren Productions Limited, a TV
production house. Glen-Warren had held 50 per cent of the common shares
of Gogers Cable T.V. Limited until ordered by the c.R.T.C. to dispose of
this interest. These shares have since been sold to E. S. Rogers. The c.rR.T.C.
also approved the purchase of ckLw-Tv in Windsor, Ontario, by Baton
Broadcasting Limited in partnership with the cBc, the latter holding a 25
per cent interest with the option to buy the remaining shares within five
years.

BUSHNELL COMMUNICATIONS LIMITED

Bushnell has emerged, fairly suddenly, as one of Canada’s major broadcast-
ing groups. Last year the company owned cJOH-TV in Ottawa and CJSS-TV in
Cornwall, minority or controlling interests in three cable TV companies,
plus several Tv production and service firms and a broadcast sales company.
This year, as a result of a series of C.R.T.c.-approved acquisitions, Bushnell
is in a position to create what amounts to the country’s third broadcasting
network.

In July, 1970, Bushnell received approval to acquire the Montreal broadcast
interests of the Canadian Marconi Company which had been forced to sell
because of federal restrictions on foreign ownership. These interests included
CFCF-TV, CFCF (Canada’s oldest radio station), and CFQR-FM and
CFCX (short wave). At the same time, Bushnell acquired all the broadcast
interests held separately and jointly by the Davies family of Peterborough
and the Thomson group. These include cCkws-aM and FM and CKWsS-TV
in Kingston, CHEX-AM and FM and CHEX-TV in Peterborough, ckGB-aM and
CKGB-FM in Timmins, and cJKL in Kirkland Lake.
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The Commission also approved the sale to Bushnell of half the shares of
Cablevue (Belleville) Limited which serves Belleville and Trenton, and all
the shares of CFCH and crFcH-Tv in North Bay. The c.R.T.C. stipulated,
however, that Bushnell must resell its interests in Cablevue and in the North
Bay stations “as rapidly as possible.”

CHUM LIMITED

This is a public company, controlled by Allan Waters, whose main assets
are CHUM-AM and FM in Toronto, and a two-thirds interest in Ralph Snel-
grove Television Limited, which operates CKVR-TV in Barrie. It also owns
CFRA-AM and cFMO-FM in Ottawa, and Waters personally holds a 4.3
per cent interest in CcKLC and CKLC-FM in Kingston. cHUM Limited has
acquired all the shares of cJcH radio in Halifax and Associated Broadcasting
Corp., which operates the Muzak franchise in Ontario and whose ownership
was formerly split between Waters and Famous Players Canadian Corporation
Limited. 3

THE DESMARAIS-PARISIEN-FRANCOEUR GROUP

Until recently, Power Corporation of Canada Limited and its Chief Executive
Officer Paul Desmarais owned extensive media holdings in Quebec. Last year,
apparently in response to public concern (which was reflected in the establish-
ment of a Special Committee on Freedom of the Press by the Quebec Legis-
lature) Power Corporation sold most of its media holdings.

Power Corporation sold 18 newspapers (and one radio station which is
associated with the Granby daily) to Les Journaux Trans-Canada Limitée.
The latter company’s ownership is divided among Desmarais (46.6 per cent),
Jacques Francoeur (33.3 per cent), Jean Parisien (15.6 per cent) and Pierre
Dansereau (4.45 per cent). Also, Entreprises Gelco Limitée, three-quarters
of which is owned by Desmarais (the remaining quarter by Jean Parisien),
purchased La Presse, Quebec’s largest French-language daily (circulation
222,184).

THE DOUGALL FAMILY

This northern Ontario group controls ckPR-TV in Thunder Bay, as well as
CKPR-AM and CKPR-FM, plus smaller stations in Dryden, Fort Fances,
and Kenora.

F. P. PUBLICATIONS LIMITED

This group is by a slight margin the biggest newspaper chain in the country.
It owns or controls eight dailies with a combined circulation of 855,170 and
has minority interests in cable Tv in Victoria, and in a cable TV company in
Calgary that must be sold by c.r.T.c. order. Table 4 lists F.p.’s holdings.
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TasLE 4. MEDIA INTERESTS OF F. P. PUBLICATIONS LIMITED

Extent of
Newspapers Circulation Interest
Dailies /o
AN ANCONVEIRB ). . ..o i ot e S 2 L L 256,806 control
Daiy Times OVIGtONa, BIC.). . oo oot s 31,667 100
Daily Colonist (Victoria, B.C.)................ 39,158 100
Albertan (Calgary, Alta.)............c............. 35,382 100
Herald (Lethbridge, Alta.)..................... 20,844 100
Free Press (Winnipeg, Man.)..... 134,409 100
DO AR TMIIE) ... ccov vt b hsensiresitinadoisii atson boton 81,171 99.885
Globe and Mail (Toronto, Ont.).....................coooviiiiin. 255,733 100
Farm Publication
T EE Press W ERINV o o i oo coivotsioosasiasanessesibssvansisronts 550,931 100
Broadcasting
Cable 7o
Victoria Cablevision Limited (Victoria, B.C.).........cccceeresnonecrmivesiennesussonianrieasens 12.5

Community Antenna Television Limited (Calgary, Alta.).......................o...... 16.7

THE IRVING GROUP

K. C. Irving controls a vast corporate empire in New Brunswick; and
almost as an incidental by-product, has achieved the country’s highest degree
of regional concentration of mass-media ownership. Through the New
Brunswick Publishing Company. Limited, K. C. Irving owns the Telegraph-
Journal and the Evening Times-Globe in Saint John and the Times and the
Transcript in Moncton. He also controls a majority of the voting shares of
University Press of New Brunswick Limited, which publishes the Daily
Gleaner in Fredericton. The province’s only other daily is L’Evangéline,
a French-language independent. Irving also controls New Brunswick Broad-
casting Company Limited, which operates cHsy and cHSJ-TV in Saint John,
with a satellit in Bon Accord, and cHMT-TV, the satellite in Moncton. Of the
province’s 20 media outlets in the surveyed communities, eight are controlled
by K. C. Irving. This is not the place to detail Mr. Irving’s extensive non-
media interests, which embrace everything from oil to pulp and paper to
hardware stores to shipping. But he is by far the most important economic
force in the province.

MACLEAN-HUNTER LIMITED

This company is one of the giants of the Canadian communications industry,
whose diversified interests in publishing, broadcasting, information services,
and industrial and trade shows accounted for net sales in 1969 of more than
$58 million. Its publishing interests include three English and two French
consumer magazines with a total circulation of 2,262,830; 56 English and
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French business periodicals with a total circulation of 516,000; and 21
annuals with an estimated circulation of 289,749. Maclean-Hunter also
publishes ten trade periodicals in Britain, five in the U.S., and several in
France, Germany and Italy. In the broadcasting field, the company owns
CFCN-TV in Calgary and its satellites, including CFCN-TV in Lethbridge. It
also owns or controls the following radio stations: CFCN-AM, Calgary;
CFco-aM Chatham; cHyM-aM, Kitchener; CKEY-AM in Toronto; and
CFOR-AM in Orillia. Finally, its cable TV holdings include controlling interests
in cable operations serving seventeen Ontario communities.

THE McCONNELL FAMILY

The estate of the late J. W. McConnell is locked into a number of trusts that
are voted at the direction of his two children, J. G. McConnell and Mrs. P.
M. Laing. The estate’s corporate cornerstone is Commercial Trust Company
Limited, 88 per cent of whose shares are held by Montreal Trust Company
as part of a voting trust agreement under which the shares are voted at the
direction of Mr. McConnell and Mrs. Laing. Commercial Trust, in turn,
holds virtually all the shares in the Montreal Star (1968) Limited and
Montreal Standard Publishing Company Limited as a trustee for Starlaw
Investments Ltd., the beneficial owner. Starlaw is owned by SLSR Holdings
Limited (formerly St. Lawrence Sugar Refineries Limited), and by another
corporate entity called The Montreal Star Holdings Limited (formerly The
Montreal Star Company). Finally, Commercial Trust, as trustee for Mr.
McConnell and Mrs. Laing, owns virtually all the shares of SLSR Holdings
Limited and Montreal Star Holdings Limited, the two firms that control
Starlaw Investments Limited.

The Montreal Star (1968) Limited publishes the Montreal Star (circula-
tion 195,696). The Montreal Standard Publishing Company has a controlling
interest in Weekend Magazine (and prints it as well) and a 24.7 per cent
interest in Perspectives Inc., which publishes Perspectives and Perspectives-
Dimanche. Weekend Magazine is distributed as a supplement in 39 English-
language dailies with a total circulation of 1,805,839. Perspectives is distrib-
uted as a weekly supplement in six Quebec dailies whose total circulation
is 828,430. Perspectives-Dimanche is distributed as part of Dimanche-Matin,
a French-language tabloid with a circulation of about 290,000. Weekend’s
most direct competitor is Canadian Magazine, Canadian Homes and the
Canadian Star Weekly. The latter is sold on newsstands, but the Canadian
and Canadian Homes are distributed as supplements in other English-
language dailies. All three are owned by Southstar Publishers Limited which
is jointly owned by Southam Press Limited and Toronto Star Limited.
Despite their editorial rivalry, the competitors co-operate. Montreal Standard
prints the Southstar magazines as well as Weekend and Perspectives, and
Southstar and Montreal Standard jointly own a company called Magna
Media Limited, which sells advertising for Southstar.
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MOFFAT BROADCASTING LIMITED

This is one of the industry’s longest-established broadcasting firms, with
holdings in five cities in western Canada. Moffat owns 50 per cent (the
Misener family owns the other half) of cJAy-Tv in Winnipeg, 45 per cent
of cHED-AM in Edmonton, and wholly owns the following radio stations:
CKLG-AM and CKLG-FM in Vancouver; CKXL-AM in Calgary; CHAB-AM in
Moose Jaw; cky-aM and cKy-FM in Winnipeg. Moffat also holds a 38.75
per cent interest in Metro Videon Limited, which operates a cable TV system
serving Winnipeg and Pinawa.

THE PRATTE, BARIBEAU AND LEPAGE GROUP

This group consists of an interlocking assortment of media interests of four
groups which are involved in twelve broadcasting outlets in the province of
Quebec. They include Tv stations in Quebec City, Montreal, Jonquiére, and
Carleton, and radio stations in Jonquiére, Quebec City, Montreal, and Shawin-
igan. The interlocking nature of the groups’ media holdings is illustrated in
Chart 2.

RADIODIFFUSION MUTUELLE LIMITEE—MUTUAL
BROADCASTING LIMITED

The holding company for a group of radio stations under the control of
Raymond Crépault, consisting of cJMs and cJMS-FM in Montreal, CJRP-AM
in Quebec, cJRS-AM in Sherbrooke, CJTR-AM in Trois-Rivieres, and CJRC-AM
in Ottawa. The group is unique in that it has c.R.T.C. permission to operate
as a permanent private radio network.

ROGERS BROADCASTING LIMITED

Rogers is a private company whose shares are controlled by two family trusts.
The Rogers group controls CHFI-AM and CHFI-FM in Toronto, CHAM-AM in
Hamilton, and cHyrR-AM in Leamington, Ontario. Its cable interests include
two systems in Toronto, one in Brampton, and one in Leamington.

Prior to September 1970, Rogers Broadcasting Limited held a 13.4 per cent
interest in Baton Broadcasting Limited owned by the Bassett-Eaton group
(which operates cFTo-TV in Toronto). Through Glen-Warren Productions
the Bassctt-Eaton group owned 50 per cent of Rogers Cable T.V. Limited.
Licences were granted to Rogers’ two other cable systems providing that
Glen-Warren disposed of its share in the cable company. Hence the two
parties sold their interests in each other’s operations.

Recently the company’s President, E. S. Rogers, applied to the Federal
Communications Commission in Washington for a cable licence in Detroit —
the first such bid by a Canadian company in the U.S.
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Chart 2. MEDIA INTERESTS OF PRATTE, BARIBEAU AND LEPAGE GROUPS
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SELKIRK HOLDINGS LIMITED

A public company in which Southam holds a 30 per cent interest. In addition
to its joint ownership with Southam of cyca-aM and cyca-Fm in Edmonton,
and CFAC-AM in Calgary, Southam and Selkirk each own 25 per cent of
Greater Winnipeg Cablevision Limited. Selkirk wholly owns CHCT-TV in
Calgary, with satellites in Drumheller and Banff; cJLH-Tv in Lethbridge,
which is a partial satellite of the Calgary station, but has relays of its own
in Coleman and Burmis, Alberta; cJoc in Lethbridge; cJvi in Victoria; CKWX
and CKFX in Vancouver; CJIB in Vernon, CHCH-TV in Hamilton. Selkirk also
has a 38 per cent direct interest in ckGp in Grande Prairie, Alberta, and
associated interests hold another 36 per cent. Through its minority interests
in British Columbia Television Broadcasting Systems Limited, Selkirk has a
36 per cent interest in CHAN-TV in Vancouver, CHEK-TV in Victoria, and
cHBC-TV in Kelowna (where its interest through British Columbia Television
is supplemented by a direct 33 per cent interest). Selkirk also has substantial
minority interests in cJCH-TV in Halifax, Ottawa Cablevision (which wholly
owns Pembroke Cablevision) and Cablevision Lethbridge.

THE SIFTON GROUP

This group is controlled by the Clifford Sifton family and operated by
Michael Sifton, and functions through Armadale Company Limited which
owns all the shares in Armadale Enterprises Limited. Armadale Enterprises
in turn owns all the shares in the Regina Leader-Post and Armadale Pub-
lishers Limited, which publishes the Saskatoon Star-Phoenix and Toronto
Life magazine. Armadale Enterprises also holds 98 per cent of the shares
of Armadale Communications Limited, which operates ckck-aM and CKCK-
Tv in Regina, ckrc-aM in Winnipeg, and ckJc-am in Hamilton. Armadale
Communications also owns 25 per cent of Eastern Ontario Broadcasting
Limited, licensee of cFJR-aM in Brockville. The Sifton group also has
11 per cent of Quality Records Limited, a real estate firm called Jonquil
Limited, and a half-interest in Toronto Airways Limited.

THE SOUTHAM GROUP

This is the oldest, largest, and most diversified media group in Canada. It
controls eleven daily newspapers with a total circulation of 849,364, and
holds substantial minority interests in three other dailies, and owns 50 per
cent of Pacific Press Limited, which publishes the Vancouver Sun and the
Southam-owned Vancouver Province. The group also owns half of Southstar
Publishers Limited, which publishes the Canadian Magazine, Canadian
Homes, and the Canadian/Star Weekly.
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Southam also publishes the Financial Times of Canada, the weekly News
and Chronicle in Pointe-Claire, Quebec and, through wholly-owned Southam
Business Publications Limited, some 44 trade magazines and 19 annuals.
It also owns half of C. O. Nickle Publishing Company, which publishes
magazines related to the petroleum industry, and holds a 7.9 per cent interest
in Homemaker’s Digest. The group also operates a large printing operation,
owns 11 per cent of Quality Records Limited, and has extensive interests
in a wide variety of trade shows. Gross operating revenues in 1969 were
$104.7 million, a figure unmatched by any other media company in Canada.

Table 5 lists the publications (apart from the trade magazines) in which
Southam exercises a minority or controlling interest.

TasLe 5. PRINT INTERESTS OF SOUTHAM PRESS LIMITED,
OTHER THAN TRADE PUBLICATIONS

Extent of
Newspapers Circulation Interest
s
Dailies
Citizen (PrinceiOeorgel BiCl)... . Lui i et o B 12,087 100
Province (Vancouver, BiC.). B B iy 3 UL R e 110,677 Control
Herald (Calgary, ARa)o...... o ovisoiidt s e A 100,907 100
Journal (EAMORIONAAY. . e i5s 2. b ial il b Rolas ety 150,130 100
News {Medicine Hat, ANaL) . oo ieetsn i fessiitatsithy b ot 7,922 100
Tribune (Winnipeg, Man.)............cc..ccocoooooiiiioeiiieeeieeeeein e 78,024 100
Sun-Times (Owen Sound, Ont.)......................coooiiiiiiii. 14,739 100
Spectator (Hamilton, Ont.)...................... L 127,195 100
Nugget (NorthiBay; Oat) o x L b e e PR 17,942 100
Citizen(OftawarONnt)). =8 S0, She L A C T 94,807 100
Gazette(Montreall’'P.Q) fsstistrl Lt s Srnsiein o &t tustiilis 134,934 100
Srn (Brandon; ;aMam) ss. vt beb e ot el 14,145 49
Record (Kitchener-Waterloo, Ont.).................c.ooovviiinnn. 52,619 48
Free Press (LondonaORt.) o et i et e 123,488 25
Weeklies
Financial Times of Canadar. ', wiei st o et Ly e 46,633 100
News and Chronicle (Pointe Claire, P.Q.)............... | Ko . 17,500 100
Weekend Magazines
The Canadian (weekly)............. sl AN SRR LN SRR 2,025,664 50
Canadian Homes (monthly)................................... 2,025,664 50
The Canadian|Star Weekly (weekly).........................cc....... 400,000+ 50

Southam has a 25 per cent interest in CFPL radio and CFPL-TV in
London, Ontario. This interest evolves through its ownership of 25 percent of
London Free Press Holdings Limited, which owns virtually all the outstand-
ing shares of cFpL Broadcasting Limited. Southam also owns directly
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approximately 25 per cent of the preferred shares. Southam has a 38 per cent
interest in cKoy in Ottawa, and a 40 per cent interest in cJCA in Edmonton,
and cFAC in Calgary. In each case, Selkirk Holdings Limited owns the
remainder. Southam also has a 25 per cent interest in Greater Winnipeg
Cablevision Limited, in which Selkirk has a similar share.

STANDARD BROADCASTING CORPORATION LIMITED

Controlled by Argus Corporation, one of Canada’s leading holding com-
panies. It owns Toronto’s largest radio station, CFRB, its FMm affiliate CKFM,
and CFRX (shortwave) as well as CJAD-AM and CJFM in Montreal. The com-
pany also owns Standard Broadcast Sales Inc., a radio sales representative
company, Standard Broadcast Productions Limited, which operates Standard
Broadcast News, an hourly radio news service for other Canadian stations,
and Canadian Talent Library; and Standard Sound Systems Company Lim-
ited, which holds the Muzak franchise for Montreal, Quebec, and the
Maritimes.

TELEMEDIA (QUEBEC) LIMITEE

In July, 1970, the c.r.T.C. approved the sale of Power Corporation’s broadcast
holding company, Québec Télémédia Inc., to Philippe de Gaspé Beaubien.
The purchase of the new company was financed by a debenture in the amount
of $7.25 million in favour of Québec Télémédia Inc. and Trans-Canada
Corporation Fund. Since the sale, the new company has purchased CKcH
Radio in Hull resulting in holdings which total three Tv stations, one a
rebroadcasting station in Edmunston, N.B., and nine radio stations in seven
Quebec communities.

While Power Corporation has divested itself of the direct ownership of
broadcasting interests, it continues to have minority broadcast holding
through indirect investments in CHUM Limited, Standard Broadcasting Cor-
poration Limited, and Skyline Cablevision.

THE THOMSON GROUP

Thomson owns thirty daily newspapers in Canada, eleven weeklies, three bi-
weeklies, and one triweekly. The family of the late Senator Rupert Davies
owns the Kingston Whig-Standard and, until recently, shared ownership with
Thomson Newspapers Limited in a number of Ontario radio or Tv stations.
Thomson also owned five radio stations, one Tv station and one Tv satellite in
northern Ontario, but these broadcast assets, together with those in which
ownership was shared by the Davies family, have been sold to Bushnell
Communications Limited in a deal approved in July 1970 by the c.r.T.C.
Table 6 lists the group’s current media holdings.
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TasLE 6. MEDIA INTERESTS OF THE THOMSON GROUP

Extent of
Newspapers Circulation Interest
To
Dailies
Daily Sentinel (KamlOOps)............cccooooioiiiiiieiiiieeseeeenn 9,493 100
Daily Courier (Kelowna)........... 8.115 100
Daily Free Press (Nanaimo) 9,342 100
Herald (Penticton)..................... 6,317 100
Times-Herald (MOOSE JAW)....ovcs..ivu isisrsitissermyistransisvinsassintosen 9,318 100
Daily: Herald (Prince AIDEIE)........ oueis siiviseinssissss sibssseashsiants 8,189 100
B aINer (BATTIC) ... e oo ssveesvapsnnaseiisiines 10,183 100
Daily Times & Conservator (Brampton).... 7,863 100
Daily News (Chatham).............ccc.............. 15,129 100
Standard-Freeholder (Cornwall).....................cc.oooooviiieinnn. 14,447 100
Evening Reporter (Galt).............ocooeeeeiiveeiieeiiceeeeeeeeee 13,824 100
Mercury (Guelph). Sl S SAas g 17,519 100
Northern Daily News (Kirkland Lake)... 6,460 100
Daily Packet and Times (Orillia)............ 7,953 100
e (O EW A . o L At DI 24,452 100
Observer (PembBIOKE)., ..: eur: s ivesishsossicesbasatamansoniomasssnsstsdsina iy 7,861 100
Examiner (Peterborough) 23,026 99
Observer (Sarnia)................... 18,603 100
Star (SHADUTYY:..covn e v e 35,362 100
Daily Times-Journal (Thunder Bay)................cccooovvvvvvveennn.. 17,105 100
News-Chronicle (Thunder Bay)................cccocoovvvvieveeiinnn. 15,766 100
DailyPress (TINMINS) s vuii baltl, i iimsd i st e b I o 11,779 100
Evening Tribune (Welland).................. 19,409 100
Daily Sentinel-Review (Woodstock)..............ccooovevevviiiiinininnn. 10,229 100
Chronicle-Telegraph (QUEDEC)..................cocoevieeeeerireeeeeenne 4,523 100
Evening News (New GIlasgow)............cccoooccvoeieieiveceiriieeeinnnens 10,055 100
Guardian (CharlottetoOWn)..............ccooveiveeieieeeeeeeeeeeieeeeene 16,414 100
Evening Patriot (Charlottetown).................c..cccoooeovvvvieeveenne. 4,478 100
WesternStar (Corner Brook):fiss. .. L1 0L Sl s Sr e 7,884 99.9
Telegram (St JORDE), - o nt L e e AT 29587 99.9
Weeklies
Enterprise (X OrREON ) e /ot b s ihic s shoo o st B g 7,578 100
Chronicle (Arnprior) 2,828 100
Enterprise-Bulletin (Collingwood)..............cccccoeovieviivieenn. 4,485 100
Chronicle (Dunnville)..................c......., 0SB ETE T IDS IR 3.52% 100
Standard (Elliot Lake).... 2,500 100
Standard (Espanola)........ 2,159 100
Herald (Georgetown)...... 4,589 100
Post (Hanover):Lii. i onibinirtssi, LASCCEUISES  Shv i 3,271 100
Post and News (Leamington)..............cccococoveueeeiieeiesriesesisessenss 5,158 100
Banner (Orangeville)....................... 4,523 100
Northern Light (Bathurst) 5,296 100
Bi-weeklies
INEWS CVELNON)EE (s sttt g R g R 6,617 100
Sun (Swift Current).................. 6,589 100
Free Press Herald (Midland) 5,848 100
Tri-weeklies
Trentonian (TIONtON). . .coc.on il i st WS T Sal SRS DRUNS e 7,313 100

SoURcCke: Canadian Advertising Rates and Data, December, 1969
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TORONTO STAR LIMITED

This is a public company in which the major shareholders are the Atkinson-
Hindmarsh families. The company publishes Canada’s largest daily (circula-
tion 387,418) and the Oakville Journal-Record (7,792), and has interests in
eleven Toronto suburban weekly newspapers with a total circulation of
161,810. The company also owns half of Southstar Publishers Limited, which
publishes the Canadian Magazine, Canadian Homes, and the Canadian/Star
Weekly. Table 7 lists the group’s current media holdings.

TasLE 7. MEDIA INTERESTS OF TORONTO STAR LIMITED

Extent of
Newspapers Circulation Interest
Dailies 7
Daily Journal-Record (Oakville)...............cccc.. wooeeieiennnn. 7,792 100
ST T e ) R e L IR L e 387,418 100
Weeklies
GRZCHE (BOTHRRION)........ooi i o s oot AT 08 1 9,085 100
ARESINIISSIsSaton). ... ... s T i gl e L 13,202 100
Metropolitan Toronto area:
A OV a BaNNIe . . . o e R o s s tins 5,143 100
Richmond Hill Liberal............ 7,890 100
Willowdale Enterprise.......... 13,472 100
Scarborough Mirror............ 37,922 50
Don Mills Mirror................ 53,512 50
The Lakeshore Advertiser.... 10,000* 75
Weston-York Times..............c.c.c.ccocoveeioveeeeeean. 4,149 75
Woodbridge and Vaughan News.... 3,010 75
The Etobicoke Advertiser-Guardian 19,443 75
Weekend Magazines
The Canadian (WeeKIy)..........ccoeeoeeieoeeoeeeee 2,025,664 50
Canadian Homes (monthly)........................ 2,025,664 50
The Canadian|Star Weekly (weekly) 400,000+ 50

*Report by publisher to Committee.

WESTERN BROADCASTING COMPANY LIMITED

Controls ckNw in New Westminster, CNQR in Calgary, cJOB and CJOB-FM
in Winnipeg. It owns 44 per cent of British Columbia Television Broadcasting
System Limited which operates CHAN-TV in Vancouver and CHEK-TV in
Victoria. Part of this is indirect through the company’s partnership with
Selkirk Holdings Limited in Canastel Broadcasting Corporation Limited,
which also owns shares in B.C. Television. B.C. Television also has a one-
third interest in Okanagan Valley Television Company Limited which owns
CHBC-TV in Kelowna with satellites in Penticton, Vernon, and other com-
munities. Also through Canastel, Western has a 25 per cent interest in

CJCH-TV in Halifax. The company also has acquired total ownership of
Express Cable Television Limited in North Vancouver.
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2. Balance Sheet

THE MESSAGE-BEARERS

The media give us our news, our information, our entertainment, and to some
extent our sense of ourselves as a nation. That is their social function, and one
of the tasks of this Committee was to enquire how well they are performing it.

To do that, it is first necessary to view the media in the harshest possible
light: as economic entities, as capitalist institutions. What, in business terms,
are the media for? What are they selling? How much does it cost them to pro-
duce what they sell? What kind of prices do they get for their product? How
much is left over as profit? What do they do with those profits? What happens
to costs and profits as the size of the media unit increases? What is the economic
advantage of combining several media units under one corporate umbrella?

These are hard-nosed questions, and answering them involves acceptance
of one of those little contradictions which make the study of economics such
a truly dismal occupation. To view the media in economic terms, we must
temporarily suspend our habit of looking at them in human terms. Forget
for the moment that the media are purveyors of facts and dreams and sounds
and images. Forget the horoscopes, forget Gordon Sinclair’s voice, forget the
headlines on the front page, forget Bonanza, forget content —because, in
the strict economic sense, that is not what the media are selling.

What the media are selling, in a capitalist society, is an audience, and the
means to reach that audience with advertising messages. As Toronto adver-
tising man Jerry Goodis, who appeared before the Committee, put it: “The
business side of the mass media is devoted to building and selling the right
audience . . . those who buy and, more importantly, those who can choose
what they will buy, those whose choice is not dictated by necessity.” In
this sense, the content—good or bad, timid or courageous, stultifying or
brilliant, dull or amusing — is nothing more than the means of attracting the
audience. It seems harsh, but it happens to be utterly accurate, that editorial
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and programming content in the media fulfils precisely the same economic
function as the hootchy-kootch girl at a medicine show —she pulls in the
rubes so that the pitchman will have somebody to flog his snake-oil to. This
notion may collide with the piety with which most media owners view their
social responsibilities, but the more you think about the analogy, the apter
it seems. Yes, advertisers are concerned with content, but only insofar as it
serves to attract an audience. As the Association of Canadian Advertisers del-
icately expressed it in their brief: “Essentially, the national advertiser views
any medium simply as a vehicle for conveying his advertising message . . .
(He is) very definitely interested in the editorial information or program
content of any medium, because, of course, the nature of the content deter-
mines the particular segment of the public likely to be reached by the medium,
or any part of it.” In other words, the pitchman would naturally prefer a
slender, 17-year-old hootchy-kootch girl to a flabby, 45-year-old hoofer.

Perhaps at this point it would be best to jettison the hootchy-kootch
analogy, before she shimmies out of control. Let us do so with the parting
observation that, in Canada, she is a very well-paid young lady. The mass
media in this country now collect more than a billion dollars a year from
advertisers, a total that has more than tripled in the past twenty years.
The greatest growth has been in broadcasting, where advertising accounts
for 93 per cent of gross revenues in the private sector. But print has also
shared in the boom; net advertising revenue for newspapers and periodicals
has more than tripled since 1950, and accounts for 65 per cent of the gross
income of newspapers and 70 per cent for periodicals. You can see that
it is very big business indeed; every time you spend a dollar on consumer
goods or services, it means that an advertiser has invested about 2% cents
to persuade you to spend it.

NEWSPAPER COSTS

And so, in strict economic terms, the media exist as message-bearers for
people who want to sell us something. The remainder of our economic
argument is concerned with what it costs them to deliver that message —in
terms of production and content costs —and how much is left over as profit.
We’ll also see what happens to these factors as the size of the audience
increases. To do so, we'll consider print and broadcasting separately.

On the cost side, Table 8 more or less says it all. The D.B.S. statistics we
use apply only to publications which both publish and print their own
product; thus, they apply most specifically to daily newspapers and, to a
lesser extent, to weekly newspapers and magazines. (We should note that
while we use D.B.s. aggregates in this discussion, they were supplemented
and substantially confirmed by the confidential data supplied to our resear-
chers by representative publishing firms.)
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TasLE 8. DISTRIBUTION OF COSTS OF PRODUCTION, PRINTING AND PUBLISHING INDUSTRIES, 1960-1966

’
B
5

Other Purchased

Fuel and Material and Wages and Gross Returns
Year Newsprint Paper Ink Electricity Supplies Salaries to Capital Total Revenues
Dollars
TOOIE N, B el . o I 60,376,000 4,005,000 2,966,000 29,878,000 143,041,000 118,665,000 358,524,000
' e UL I R 60,002,000 4,180,000 3,071,000 30,129,000 147,855,000 125,052,000 370,327,000
2 0 s v 60,432,000 4,236,000 3,256,000 31,277,000 157,875,000 128,424,000 385,824,000
B3 AL 2. o W= T 60,789,000 4,200,000 3,313,000 31,819,000 161,761,000 127,795,000 389,739,000
(. g b, ; 61,156,000 4,387,000 3,428,000 33,862,000 163,639,000 141,447,000 406,716,000
65,488,000 4,643,000 3,510,000 36,720,000 179,551,000 156,978,000 446,885,000
69,054,000 5,411,000 3,741,000 43,835,000 193,136,000 166,013,000 481,443,000
Per Cent of Total

16.84 111 .82 8.33 39.89 33.09 100.0

16.20 1512 .82 8.13 39.92 33.76 100.0

15.66 1.09 .84 8.10 40.91 33.28 100.0

15.59 1.07 .85 8.16 41.50 32.78 100.0

15.03 1.07 .84 8.32 40.23 34.77 100.0

14.65 1.03 .78 8.21 40.17 35.12 100.0

14.34 12 .77 9.10 40.11 34.48 100.0

Index (1960 = 100)

100.0 100.0 100.0 100.0 100.0 100.0 100.0

99.4 104.4 103.5 100.8 103.4 105.4 103.3

100.1 105.8 109.8 104.7 110.4 108.2 107.6

100.7 104.9 T11%7 106.5 113.1 107.7 108.7

102.3 109.5 115.6 113.3 114.4 119.2 113.4

108.5 115.9 118.3 122.9 125.5 132.3 124.6

114.4 135.1 126.1 146.7 135.0 139.9 134.3

4%

Sourcek: Printing, Publishing and Allied Industries, D.B.S., 36-203 (Annual)



The table analyzes the relative economic importance of various cost inputs
in the publishing industry from 1960 to 1966. These are the things that
publishers must spend money on, in order to attract an audience and deliver
advertising messages to that audience. An examination of this table provides
several useful insights. Among them:

*The publishing industry as a whole (as distinct from the printing in-
dustry) spends a much lower proportion of its revenues on outside goods
and services than many other manufacturing industries. In general, the in-
dustry spends between 25 and 27 per cent of its total revenues on newsprint,
ink, fuel, electricity and “etceteras,” which include everything from buying
paper-clips to chartering helicopters. It is thus correspondingly less dependent
than many manufacturing industries on changes in external conditions — like,
say, a hike in the price of newsprint. In fact, if the price of everything the
industry buys from outside were to increase by five per cent, the industry’s
total costs would increase by only slightly more than one per cent. Again
we stress that this observation applies to the industry as a whole, and that
there can be glaring individual exceptions. (Some of the biggest newspapers,
for instance, must spend more than half their total revenues on newsprint.)

*Wages and salaries constituted the largest proportion of total costs, but
this ratio remained fairly constant between 1960 and 1966 when it fluc-
tuated between 39.9 and 41.5 per cent. Capital’s share increased slightly
over the same period, from about 33.0 per cent in 1960 to 34.5 per cent
in 1966. This figure is the gross capital return — which means whatever is
left over from revenues after expenses and taxes are met—and this money
can be devoted to new capital expenditures, such as printing presses and
buildings, or taken as profit. As we shall see later on, profits in fact account
for most of the increase. Despite frequent complaints by industry spokesmen
about a “cost-price squeeze,” the numbers suggest that just the opposite
occurred; during the period studied, revenues advanced somewhat faster
than costs —not the other way around.

THE NATURAL MONOPOLY

But these internal variables aren’t nearly so significant, for the purposes of
this study, as what happens to costs as circulation increases. To illustrate,
we give you a graph (Chart 3) which plots the cost per column printed and
distributed against the circulation of newspapers of various sizes.

That roller-coaster swoop does much to explain the relentless tendency in
this or any country towards the one-newspaper town. The bigger a news-
paper’s circulation, the lower its per-unit costs. Average annual cost per
1,000 columns in 1968 for a newspaper with 10,000 circulation was about
$1.60. The comparable cost for a newspaper with 250,000 circulation was
about 45 cents. The implications are pretty obvious: to produce a product
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Chart 3. DAILY NEWSPAPERS, 1968 COST PER 1000 COLUMNS/CIRCULATION
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Source: Special Survey.

of comparable size and quality, the smaller newspaper must raise 3% times
as much revenue per reader as the larger one.!

And since our studies show that large newspapers tend to pass on these
massive economies of scale to their advertisers, it also means the larger
paper’s advertising rates will be about 3% times lower than its smaller
competitor’s. In classical economics, a curve like that is the certain signature
of a natural monopoly.

Classical economics also tells us that, in natural-monopoly industries where
two or more firms are competing, their separate shares of the available
market are always unstable. They can’t sit still. If one competing unit is
larger than the other, or even if they’re of roughly equal size, they battle
for supremacy. One firm may cut advertising rates and buy circulation, thus
boosting production and lowering its per-unit costs —and in the process
forcing the rival’s firm’s per-unit costs upward.

The larger one newspaper becomes, the easier it becomes to grow larger
still. The bigger one newspaper grows, the slimmer are its smaller rival’s
chances of survival. Its only hope is to cut production costs — which usually
means skimping on editorial quality —and to find advertisers willing to pay

two or three times more to reach the kind of readers the smaller newspaper
attracts.

* Question: If this is true, how come Canada’s smallest dailies are among the most profitable?
Answer: Most of these small dailies are the only newspapers in their markets. If they were

up against larger rivals, they’d be in trouble. But since they’re operating local monopolies,
they're in clover.

II OWNERSHIP 43



Naturally, there are several reality-factors which modify the classical
perfection of our industry-wide curve. For one thing, because of distribution
costs and the local nature of much editorial content, the natural-monopoly
rule tends to operate on a local level only. For another, growing newspapers
seldom cut advertising rates as low as their reduced per-unit costs would
permit; instead, they peg their rates somewhat above that level, and invest
the difference in improved editorial performance — more pages, more columns,
more features, more and sometimes better reporting. The public, as well as
the shareholders, thus tend to benefit from profitable newspapers.

Also, it appears that in individual markets, the economies of scale operate
even more forcefully than our industry-wide curve would indicate. This is
because many newspapers are operating at less than full productive capacity;
a circulation increase in such cases can have an especially dramatic effect on
per-unit costs. Also, it appears that the larger a paper becomes and the lower
its rates, the more advertising it attracts —thus making large newspapers
even more profitable than our industry-wide curve might suggest.

The economics of newspapers are a plain expression of the law of the
jungle. The name of the game is survival, and the winner is the paper that
stays in business. This, in fact, is what has happened in Canada. Apart from
cities such as Vancouver where the smaller competitor is kept alive by
forcing advertisers to use both newspapers, there are only nine cities with
two or more competing newspapers: Calgary, Winnipeg, Ottawa, Toronto,
Montreal, Sherbrooke, Quebec City, Moncton, and St. John’s.2

Competition continues in Sherbrooke and Moncton only because the “rival”
papers are published in different languages. Competition continues in Calgary,
Winnipeg, and Ottawa because in these cities the rival newspapers are owned
by Southam and F.P. — two groups that are so strong, and so evenly matched
in terms of capital resources and staying power, that all-out circulation wars
are deemed inadvisable.

Of the remaining cities, Toronto and Montreal are the biggest markets in
the country, and the scene of the greatest journalistic diversity. Competition
continues there because the sheer size of the market allows the smaller papers
to generate sufficiently large revenues to remain viable for a long time. The
Toronto and Montreal competitors also appear to have achieved separate non-
overlapping circulations, so that advertisers continue to patronize several
newspapers, even though their rates differ. (If advertisers should decide,
though, that one paper largely duplicated the circulation of its larger rival, that
smaller paper would be in deep trouble.)

That leaves Quebec City and St. John’s. In one case, the smaller French
daily, L’Action, is subsidized by the Roman Catholic Church. In St. John’s,
the competition is between the large evening Telegram and the smaller Daily
News, a situation that will not necessarily continue indefinitely.

* The situation is roughly twice as bad in the United States. With ten times our population,
there were only 45 cities in 1968 with two or more competing daily newspapers.
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It should be plain from the foregoing that big papers, from a profitability
standpoint, are infinitely preferable to little papers in a competitive market.
The economies of scale that exist between, say, a paper of 30,000 circula-
tion and a paper of 300,000 circulation are truly dramatic.

But suppose you own fen newspapers with 30,000 circulation each: what
happens to the economies of scale then? The short answer is, not much. Per-
unit costs decline dramatically only when you’re producing more and more
copies of an identical product. But newspapers in different towns, by their
very nature, can’t be identical (although some chain owners try hard to make
them so.) So how do you explain the existence of newspaper chains? If the
economies of scale which apply within a single market don’t apply over
several markets, what’s the point of owning lots of newspapers? Wouldn’t
you make more money by trying to make a single newspaper bigger?

Well, part of the answer is that you can save money by centralizing
certain corporate functions. You can save a little money, for instance, by
establishing news bureaux that serve all the papers in the chain. But not
much — news-gathering costs have already been pooled almost to their
economic limits by the existence of the wire services. You can also save some
money by centralizing your national advertising sales forces — but again, not
much. Most important, a newspaper chain’s head office can hire the high-
priced managerial talent that few independent newspapers could afford; and
since people are by far the most important single asset in the publishing
business, this can be a powerful benefit which size confers.

But these advantages are not nearly so significant as the clout which size
confers in getting money from other people. Large chains, because they have
far more collateral, can borrow more, pay less for it, and refinance more
easily, than smaller concerns. It is also easier for them to raise equity capital,
by selling shares to the public.

But newspaper groups, like other business enterprises, have a third source
of capital: retained earnings, the money they collect as profits but don’t pass
on to their shareholders as dividends. In terms of explaining the tendency
towards ownership concentration, this source of capital is extremely
significant.

Under our tax laws, shareholders are taxed only on the earnings they re-
ceive as dividends. The remainder, the profits the company keeps in the
treasury as retained earnings, aren’t taxable until the day they’re distributed.
The effect is that corporations which keep earning profits build up larger
and larger reserves of retained earnings. The shareholders don’t mind, be-
cause that extra money sitting in the treasury usually means the price of
their shares goes up, and the profit they can make by selling them is tax-
free. This situation isn’t exclusive to the publishing industry, of course. It’s
a fact of corporate life.

Thus, the typical profitable corporation — and this applies especially to some
corporations which publish large newspapers, which are very profitable —
finds itself with more and more idle money piling up. What to do with it?
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Like the Mafia, they’re tempted, if not actually forced, to invest it elsewhere.
And if you happen to be a newspaper publisher, by far the most plausible
place to invest it is in another profitable newspaper.

Where do you find one? You hardly ever start a new newspaper because,
as we've seen, that’s usually suicidal. The best prospects are family-owned
newspapers with aging proprietors. These men, as they approach the Golden
Years, are sometimes unable or unwilling to bequeath their property to their
heirs. Selling out to a group begins to look attractive — especially if the
proprietor is interested in the continuance of his newspaper. A group can
afford to pay a good price. More germanely, if the newspaper to be sold is
the weaker participant in a competitive situation, chain ownership is much
more likely to ensure the paper’s survival. Even a small newspaper, if it is
owned by a large chain, is unlikely to be the victim of a jugular circulation
war. The predator will realize that his victim, now strengthened by the
capital resources of its new owner, will be in a much stronger position to
fight back. The usual result is a truce, tacit or formal. Both newspapers con-
tinue to publish, and to make a profit.

NEWSPAPER PROFITS

The past few pages have been a fairly general discussion of why the news-
paper business, in each locality, tends towards a condition of natural
monopoly, and how this process works. Its tone has been somewhat
theoretical (generalizations usually do sound that way), and the import
of it all is somewhat academic — because what we’ve been describing is a
process which has already taken place. We turn now from the theoretical
past to the economic present and to that least academic of subjects, profits.

We have already intimated, in earlier sections of this report, that news-
paper profits are in general very large. We now propose to document that
proposition by presenting what amounts to a huge, collective balance sheet
that summarizes the assets, liabilities, revenues, expenses, and earnings of
almost every daily newspaper in the country. We compiled this giant
balance shect by asking a representative sample of about half Canada’s
daily newspapers to provide us with their figures (all of those we asked
co-operated splendidly), and by analysing D.B.S. statistics. The result is a
composite financial view of the industry; if only one daily were published
in Canada, its annual report to shareholders would look something like the
data we’re about to present.

The first two tables (9 and 10) correspond to the balance sheet that any
corporation prepares to describe its financial condition at the moment. (For
the non-accountants among us, a brief digression might be helpful to explain
how a balance sheet works: it’s a two-sided affair, and the sums on each side
add up to precisely the same amount. On one side you have “assets” — which
includes everything the company owns, and everything owed to it. On the
other you have “liabilities,” which includes all the money the corporation
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owes to various lenders, plus the corporation’s equity — that is, the money it has
received from the people who paid cash into the treasury in return for shares.)

The first table (Table 9) corresponds to the “assets” side of our composite
balance sheet. Instead of showing actual amounts, it shows proportionally
how various kind of assets are distributed.

You'll notice that, over the period studied, there was a sharp increase
in the proportion of assets invested in affiliated companies — from 10.6 per
cent in 1958 to 17.8 per cent in 1967. That increase constitutes an
accountant’s-eye view of where daily newspapers were putting their extra
cash. They weren’t spending much of it on new buildings and new equip-
ment — that proportion drops slightly over the ten-year period. What they
were doing was investing it in other companies.

The second table (Table 10) corresponds to the liabilities side of the
balance sheet. Again, it’s a proportional description.

This table, too, indicates what the daily newspapers have been doing with
their extra money. The biggest reduction in the ten-year period is in the
“long-term debt” column, which means the dailies were borrowing less and
less to finance their long-term growth. So where did they get their growth
money? By now you should know the answer — from retained earnings, the
profits they didn’t pass on to their shareholders. Their proportion increased
from 37 to 44.4 per cent during the ten-year period.

Now comes the nitty-gritty. The next six tables (11 to 16) document
the profitability of daily newspapers in considerable detail. The tables are
based on D.B.s. figures which aggregate the financial statements of corpora-
tions publishing nearly every daily newspaper in the country. The sixth table
(Table 16) provides a comparison between the newspaper business and
various other industries.

One of Roy Thomson’s most memorable observations was that a television
broadcasting permit is “like having a licence to print your own money.”
These tables demonstrate that ownership of a daily newspaper often amounts
to the same thing, except you don’t need a licence. There are groups of
medium-sized newspapers, the tables show, which in at least one year
earned after-tax profits (on equity) of 27.4 per cent! The overall after-tax
average, for all newspapers over the ten-year period, as a percentage of total
equity, is between 12.3 and 17.5 per cent. In 1965, which was a great year
for the industry, after-tax profits of daily newspapers as a percentage of the
amount put up by sharecholders was 17.5 per cent. The comparable percent-
age for all manufacturing industries was 10.4 per cent; for retailing industries
it was 9.2 per cent. Owning a newspaper, in other words, can be almost
twice as profitable as owning a paper-box factory or a department store.
The tables follow normal accounting practice by expressing profits in several
different ways — (a) as a percentage of total assets, before interest and
income taxes are paid; (b) as a percentage of equity, after interest is paid;
(c) as a percentage of equity, after interest and income-tax payments; and
(d) as a percentage of total revenues, before interest and income tax.
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TasLe 9. ASSET DISTRIBUTION AS A PROPORTION OF TOTAL ASSETS: CORPORATIONS PUBLISHING DAILY NEWSPAPERS, 1958-1967

Net— Other
Cash & Accounts Buildings and Investment in Assets

Securities Receivable Inventories Current Assets Land Equipment Affiliates asa %, of

asa 7, of asa %, of asa 7, of asa %, of asa %, of as a %, of asa %, of Total Assets

S Total Assets  Total Assets  Total Assets  Total Assets Total Assets  Total Assets  Total Assets  (Residuals)

Per cent
T RY R S U S e 14.3 11.8 4.5 32.4 6.1 39.8 10.6 11.1
L R e e A 13.9 11.8 3.9 315 5.7 39.8 12.7 10.3
00, e s 14.6 12.0 3.9 31.6 6.2 40.4 12.2 9.6
< B B SRR LT 13.9 11.9 3.7 30.8 6.3 38.2 15.4 9.3
[ T = e W 14.9 12.0 3.4 31.4 6.5 38.5 14.8 8.8
[ I A S R B 14.9 11.8 3.0 3152 6.3 39.8 15.1 7.6
% IR e B R 151 ;o L] 3.9 28.9 6.6 42.1 14.2 8.2
3 . BT il 12.4 12.2 3.5 29.1 6.0 40.6 ) f 7.0
O68 L - e i A 10.9 12.8 3.7 28.6 6.2 40.8 171 753
O 0 re e e 16.0 12,7 3: 332 5.8 38.0 17.8 5.2
Source: D.B.S.
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TABLE 10.

LIABILITIES DISTRIBUTION AS A PROPORTION OF TOTAL LIABILITIES AND EQUITY
CORPORATIONS PUBLISHING DAILY NEWSPAPERS, 1958-1967

Bank and Current Total Retained
Short Term  Accounts Liabilities Long Term Liabilities Common Preferred Earnings
Loans as a Payable as a asa Debt as a asa Shares as a Shares as a asa Equity as a
77 of Total ¥, of Total %, of Total %, of Total ¥, of Total %, of Total %, of Total % of Total ¥, of Total
Liabilities  Liabilities  Liabilities  Liabilities  Liabilities  Liabilities  Liabilities  Liabilities  Liabilities
Year and Equity and Equity and Equity and Equity and Equity and Equity and Equity and Equity and Equity
Per Cent
e RN 4.5 1.2 17.8 24.8 46.5 6.7 5l 37.0 53.4
L R NN OIS o2 o - 5.1 7.4 19.5 22.5 45.8 6.2 4.7 39.0 54.2
O S e S 2.8 6.5 15.3 25.4 45.8 5.9 4.5 39.4 54.2
el L o) 4.0 6.2 16.3 23:3 44.0 S 4.5 41.8 56.0
e 3.9 6.3 16.9 22.6 42.6 5.7 4.3 43.4 STE3
< R S g o 4.6 72 18.3 217 43.4 5.4 3x T 43.8 56.6
L e e e e e 3.8 8.1 18.4 2153 45.3 533 20 43.2 54.7
B0 0 it b b nti s i B O 3.7 8.0 17.6 18.3 41.4 8.6 2.0 44.5 58.6
068 L e 3.2 8.3 17.6 17.0 41.2 8.6 1.9 45.1 58.8
' BRI A Sl S rte 253 7.8 15.9 14.2 37.3 8.8 6.1 44 .4 62.7
Source: D.B.S.
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TasLe 11. CORPORATIONS PUBLISHING DAILY NEWSPAPERS, 1958-1967

Net Net

Profit A Net Net Profit A

—_ Profit B Profit C —_—

Total Net Total Net Net Total Total

Year Assets Equity Profit A Assets Profit B Equity Profit C Equity Revenue Revenue

Dollars Dollars Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent
2 17 e . 183,142,000 97,924,000 26,542,000 14.5 24,083,000 24.6 13,073,000 13=3 224,413,000 11.8
S e M T 199,424,000 108,113,000 34,052,000 Il 31,067,000 28T 16,966,000 15.7 250,266,000 1316
e e R T e 208,028,000 112,803,000 31,943,000 15:3 28,546,000 25.3 14,557,000 129 259,847,000 12.2
] e AT S 218,339,000 122,269,000 32,548,000 14.9 29,965,000 23.7 15,096,000 12.3 263,119,000 12:3
i e e 222,973,000 127,879,000 35,954,000 16.1 32,345,000 2513 17,182,000 13.4 272,520,000 13
G e e 233,605,000 132,255,000 34,607,000 14.8 30,945,000 23.4 16,589,000 12.5 278,539,000 12,3
O 240,795,000 131,698,000 39,147,000 16.3 35,484,000 26.9 18,379,000 13.9 288,438,000 13.5
" S 273,325,000 160,180,000 52,523,000 19.2 48,816,000 30.5 28,043,000 17> 335,276,000 15.6
S 292,058,000 171,791,000 50,981,000 17.4 47,293,000 2748 24,537,000 14.3 348,468,000 14.6
T e e A e . 307,740,000 192,931,000 53,070,000 17.2 49,435,000 25.6 25,874,000 13.4 383,463,000 13.8

*Net Profit A = Net Profit Before Interest and Income Tax Payments.
Net Profit B = Net Profit Before Income Tax Payments.
Net Profit C = Net Profit After Income Tax Payments.

Source: D.B.S.
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TasLe 12. SELECTED CORPORATIONS PUBLISHING DAILY NEWSPAPERS

WITH CIRCULATION OVER 100,000, 1958-1967

. Net Net
Profit A Net Net Profit A
e Profit B Profit C e
Total Net Total Net Net Total Total
Year Assets Equity Profit A Assets Profit B Equity Profit C Equity Revenue Revenue
Dollars Dollars Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent
104,863,000 46,986,000 12,259,000 11.7 10,759,000 22.9 5,865,000 12.5 131,537,000 9.3
113,756,000 52,132,000 17,438,000 15.3 15,378,000 29.5 8,705,000 16.7 150,468,000 11.6
114,139,000 53,073,000 14,544,000 12.7 12,116,000 22.8 6,022,000 1133 154,190,000 9.4
] O s 119,319,000 56,398,000 14,780,000 12.4 12,273,000 21.8 6,355,000 11%3 156,500,000 9.4
62 e 122,096,000 57,953,000 18,033,000 14.8 15,430,000 26.6 8,171,000 14.1 161,833,000 111
B o 129,847,000 61,218,000 17,234,000 13.3 14,706,000 23.9 7,966,000 13.0 164,320,000 10.5
(3% S NS SN 128,020,000 56,624,000 19,683,000 15.4 16,994,000 30.0 8,795,000 15,6 162,220,000 12.1
5 1S SRS e 141,353,000 67,176,000 27,512,000 19.5 24,855,000 3920 14,987,000 22.3 187,243,000 14.7
S S et e P 151,634,000 72,965,000 25,401,000 16.8 22,737,000 3122 11,732,000 16.1 198,538,000 12.8
67 2. Bt M L e 146,518,000 71,066,000 26,244,000 17.9 23,689,000 33.3 11,914,000 16.8 210,187,000 1255

Sourcke: D.B.S.
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TasLE 13. SELECTED CORPORATIONS PUBLISHING DAILY NEWSPAPERS WITH CIRCULATION BETWEEN 50,000 AND 100,000,

1958-1967
Net
Net Net Net Profit A
Profit A Profit B Profit C _—
Net Net Net Total Total
Total Assets Equity ProfitA Total Profit B Equity Profit C Equity Revenue  Revenue
Assets
Year
Dollars Dollars Dollars Per cent  Dollars Per cent Dollars Per cent Dollars Per cent
5 TR e | 12,471,000 10,606,000 2,628,000 2131 2,600,000 24.5 1,332,000 12.6 17,945,000 14.6
STt e el 13,355,000 11,348,000 2,732,000 20.5 2,717,000 23.9 1,314,000 ELS6 18,562,000 14.7
R A e 14,384,000 12,457,000 3,115,000 21.6 3,087,000 24.8 1,467,000 11.8 19,476,000 16.0
st O e 15,662,000 13,605,000 2,847,000 18.2 2,820,000 20.7 1,364,000 10.0 20,239,000 14.1
Py o 17,021,000 14,211,000 3,037,000 17.8 3,001,000 2l 1,494,000 10.5 20,787,000 14.6
o e A A 17,246,000 13,244,000 2,664,000 15.4 2,570,000 19.4 1,281,000 9.7 21,382,000 1255
R = 17,377,000 13,302,000 2,888,000 16.6 2,781,000 20.9 1,343,000 10.1 22,725,000 12.8
A N L U 17,788,000 14,167,000 3,546,000 19.9 3,459,000 24.4 1,771,000 12:5 23,945,000 14.8
B Ew e o ke e 19,414,000 15,637,000 4,349,000 22.4 4,285,000 27.4 2,134,000 13.6 26,509,000 16.4
e - Mt e ¥ 01 20,627,000 16,957,000 4,615,000 22.4 4,564,000 26.9 2,262,000 13.3 28,490,000 16.2

Source: D.B.S.
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TaBLE 14. SELECTED CORPORATIONS PUBLISHING DAILY NEWSPAPERS WITH CIRCULATION BETWEEN 10,000 AND 50,000,

1958-1967
Net Net Profit Net
Profit A Net after Int. Profit A
Net Profit Profit B Net Profit and Inc.
before Int. Total Net Profit after Int. Tax Total Total
Year Total Assets Equity and Inc. Tax Assets after Int. Equity and Inc. Tax— — Revenue Revenue
Equity
Dollars Dollars Dollars Per cent Dollars Per cent Dollars Per cent Dollars Per cent
23,256,000 4,464,000 12.6 3,980,000 171 2,056,000 8.8 30,548,000 14.6
24,670,000 5,113,000 13.1 4,623,000 18.7 2,353,000 9.5 32,528,000 1557
T4 et ) e AL 46,207,000 26,653,000 5,350,000 11.6 4,795,000 18.0 2,398,000 9.0 35,098,000 1552
B T, et B it 48,410,000 28,743,000 5,507,000 117 4,801,000 16.7 2,465,000 8.6 34,447,000 16.0
RO L A I N e 47,824,000 30,731,000 5,180,000 10.8 4,512,000 14.7 2,295,000 7.8 35,448,000 14.6
L R e e R 2 ol 49,415,000 32,147,000 5,353,000 10.8 4,676,000 14.5 2,318,000 1.2 36,800,000 15.0
% e el e R, 55,461,000 36,091,000 6,484,000 117 5,853,000 16.2 2,964,000 8.2 41,307,000 137
A T e A R SR 68,736,000 50,551,000 7,461,000 10.9 6,802,000 13.5 3,458,000 6.8 44,763,000 16.7
OO AT . e s 71,692,000 52,338,000 8,316,000 11.6 7,721,000 14.8 3,814,000 7.3 48,408,000 172
| a8 by SR B 87,728,000 69,136,000 8,695,000 9.9 8,117,000 11.7 4,059,000 5.9 51,449,000 16.9
Sourck: D.B.S.
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TasLE 15. SELECTED CORPORATIONS PUBLISHING DAILY NEWSPAPERS WITH CIRCULATION UNDER 10,000, 1958-1967

Net Profit
Net Profit before Int.
Net after Int. and Inc.
Profit A Net and Inc. Tax
Net Profit — Profit B Net Profit Tax — —
before Int. Total Net Profit —— after Int. -——  Total Total
Year Total Assets Equity and Inc. Tax Assets after Int. Equity and Inc. Tax Equity Revenue  Revenue
Dollars Dollars Dollars Per cent Dollars Per cent Dollars Per cent Dollars Per cent
11 ot et el 6,008,000 3,429,000 473,000 7.9 433,000 12.6 360,000 10.5 8.652,000 5.5
e 6,441,000 3,884,000 766,000 11.9 721,000 18.6 557,000 14.3 9,957,000 N
L R e e L R 6,464,000 4,358,000 776,000 12.0 725,000 16.6 582,000 13.4 10,531,000 7.4
R i e e e 7,114,000 5,071,000 791,000 1 e | 744,000 14.7 401,000 7.9 9,961,000 7.9
6 rtivisinin s nats 7,204,000 5,100,000 851,000 11.8 807,000 15.8 449,000 8.8 11,102,000 T
S 112 b ey o W WIS 7,917,000 5,550,000 883,000 I 833,000 15.0 476,000 8.6 11,486,000 783
5 B il K P 7,795,000 5,313,000 1,084,000 13.9 1,025,000 19.3 554,000 10.4 12,203,000 8.9
b T e LN U 9,258,000 5,121,000 1,811,000 19.6 1,728,000 33.7 981,000 19.2 13,935,000 13.0
R s st e 9,950,000 6,082,000 2,068,000 20.8 1,963,000 32.3 1,088,000 17.9 16,010,000 12.9
O s 10,442,000 6,319,000 2,268,000 21.7 2,164,000 34.2 1,183,000 18.7 17,154,000 13.2

Source: D.B.S.
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TABLE 16. INTER-INDUSTRY COMPARISONS OF CAPITAL STRUCTURE AND PROFIT RATES, 1965 AND 1966

Dail
Manufacturing Retail Trade Service Public Ncwspgper
Industries Industries Industries Utilities Industry
1965 1966 1965 1966 1965 1966 1965 1966 1965 1966
Per Cent Per Cent Per Cent Per Cent Per Cent

Current Assets
8 Vs T O T SR e R S . 46.5 46.0 62.4 63.2 26.6 2758 7.9 7495 29.1 28.5
Net Buildings and Equipment
2 e U0 TR S R e 33.9 34.5 17.5 18.5 46.6 46.3 75 4 75.2 40.7 40.8
Retained Earnings
Total Liabilities and EqQUItY.......cointeivs 32.6 323 29.7 29.6 16.5 18.7 13.9 16.2 44.6 45.1
Share Capital =
Total Liabilities and Equity.................... 18.7 17.2 13.4 1257 16.4 1555 23.5 23.3 10.7 10.5
Long Term Debt
Total Liabilities and Equity.................... 113 11.3 8.5 9.1 235 23.4 43.1 40.9 18.3 17.0
Profit (Before Tax)
Jotal Assets . b n ol b = L s 10.9 10.0 83 8.0 72 8.5 8.3 8.2 19.2 17.4
Profit (Before Tax)
EQuibyCapitals.. .ot o v s o i 18.0 16.9 1573 1579 14.5 S 13.8 13.4 30.5 27.5
Profit (After Tax)
Equity Capital..... Gl Sl e 10.4 10.0 9.2 9.8 9.4 14,7 8.6 8.3 17.55 14.3
Profit (Before Tax)
Total ReVENUE......c..covereciinercsresecsiseresisones 9.3 8.7 3.3 3:1 g2 8.5 26.4 24.8 15.6 14.8

Source: Corporation Financial Statistics, D.B.S. 61-207 (Annual)

D.B.S. Special Aggregation of Income Tax Returns



A few other observations on the profitability of daily newspapers, as set
forth in the profitability tables:

*If you want to own a newspaper, it’s better to own a small one or a
large one than a medium-sized one. Companies publishing newspapers with
circulation below 10,000 or above 100,000 consistently earned after-tax
profits of more than 16 per cent from 1965 onward. Newspapers with
circulations between 10,000 and 50,000 were less than half as profitable
as the industry as a whole.

*During the period studied, labour costs increased about as much as did
total revenues — 71.5 per cent. Gross returns to capital, however, increased
by 95.2 per cent over the same period. (It is one of our regrets, incidentally,
that the Committee could not make a detailed study, without unduly prolong-
ing its existence and delaying this report, of the effect of labour costs on the
ability of the media to survive and serve their audience. It has been suggested
that rising labour costs are killing off newspapers, particularly in the United
States. But on the evidence available to us, it would appear that while
publishing and broadcasting are subject to the same inflationary pressures
as everyone else, on an industry-wide basis both productivity and returns
to capital are increasing faster than labour costs.)

*Retained earnings — the profits which a corporation holds back and
usually invests in expansion or in other corporations —are much higher in
the daily newspaper business than in other manufacturing industries. This
indicates that the industry has been highly profitable in the past, and that its
members are probably hungry to acquire other newspapers.

*Share capital and long-term debt make up smaller proportions of total
liabilities and equity for daily newspapers than they do for corporations
in other industries. This underlines what we know already: that newspapers
are less likely than other corporations to borrow or to issue new shares

when they need extra money; usually, they can finance expansion and
acquisitions from their profits.

ECONCMICS OF BROADCASTING

We turn now to the economics of broadcasting, where many of the same
considerations apply. We’re going to argue that broadcasting, like newspaper
publishing, is another industry where large economies of scale can be achieved
as circulation increases. We think gthe data indicate that if broadcasting
existed in a regulatory vacuum, individual stations would behave as news-
papers do —the big ones would swallow the little ones. The main reason
this hasn’t happened is that broadcasting is subject to stringent federal
regulation, and that the existence of a public broadcasting network drastically
alters the rules of the media monopoly game.
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There are 395 aM and FM radio stations in Canada, 45 of them owned by
the cBc and 119 others affiliated with the cBc. There are 77 primary TV
stations in Canada. Four are independent, 18 are owned by the cBC and 43
affiliated with the cBc, and 12 are affiliated with the cTv network. In 1968,
Canada’s Tv and radio stations attracted a total of $210 million in advertis-
ing revenue.

These revenues have increased enormously in the past decade or so. Net
advertising revenues in the Tv industry have grown from $8.6 million in
1954 to about $118 million in 1968 — an increase of 1,272 per cent! Radio
revenues almost tripled between 1954 and 1968.

The major reason for this spectacular growth, of course, is the fact that
Tv started from scratch. The other reason is that the supply of broadcasting
time is limited by federal regulation, and by the nature of the medium, while
the demand has been constantly increasing. (A newspaper will print as many
ads as it can sell; but broadcasting stations are limited by the fact that there
are only so many minutes in the day, and most of them have to be devoted
to programming.) With more and more dollars chasing a fairly fixed amount
of available advertising slots, the inevitable has occurred: Tv stations and
networks have substantially increased their rates in recent years.

An examination of these rates reveals that, in general, broadcasting works
the way publishing does: the bigger your audience, the lower your unit cost
of reaching that audience. As in publishing, substantial economies of scale
exist. Table 17 indicates how great those economies can be. By dividing the
amount of money the station charges for a minute of advertising by the
average number of viewers who tune in during night-time hours (6 p.m.
to 1 am.), you get a figure that corresponds to the advertiser’s cost-per-
viewer. As the table shows, this cost declines sharply as the audience
size increases.

TaBLe 17. AVERAGE TELEVISION ADVERTISING
RATES-PER-THOUSAND BY STATION SIZE

Number of Rate-Per-

Size Category Average Size Stations Thousand
(Number of viewers) of Stations in Sample ¢
L s RN e DU I T T 55,140 10 89.8
100,000-200,000 135,820 10 76.8
300,000-500,000 383,790 10 62.4
SINEIESODON. . OB it R R T 2 1,017,000 7 43.7

The reason is pretty obvious. It costs a certain amount of money to put
a programme on the air, and to attract viewers. But it costs you very little
extra if your audience is twice as large. As we have seen in our study of
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newspapers, this declining unit-cost curve is characteristic of natural monop-
olies. In the newspaper business, the natural tendency is for larger units
to drive the smaller ones out of business. This is much less true in broad-
casting, though, for several reasons. For one thing, the c.r.T.c. won’t grant
licences unless it feels the station has a good chance of survival. For another,
the cost structure of the industry is such — especially in radio — that a number
of competing stations can survive by appealing to different segments of the
total available audience.

Now let’s look briefly at this cost structure, and see what happens to costs
as the station’s circulation increases. Table 18 shows what Tv stations of
various sizes spend their money on. The figures are expressed as a propor-
tion of total costs. We’re assuming here that the larger a station’s revenues,
the larger its audience, although there are probably exceptions to this rule.
The figures are taken from D.B.s., which lumps the stations into revenue
categories that are rather broader than we wish they were. The figures, then,
should be regarded as educated estimates, rather than hard fact.

TasLe 18. PRIVATE TELEVISION: DISTRIBUTION OF PRODUCTION COSTS
PER VIEWER* CIRCULATION BY REVENUE GROUPS

$1,500,000 $1,000,000- $500,000-  $250,000-

Revenue Group - 1,499,999 999,999 499,999

Num.ber of Stations........................ 16 9 13 15
Total CIrCUIALION /..o s iei e sk rasine n 8,106,600 1,551,800 1,558,400 1,119,900
Representative Commission. ......... $0.355 $0.207 $0.248 $0.119
Rent, Repairsiiefc . ralss il o 0.421 0.413 0.362 0.421
Fuel, EIeCIriCItY. oot oo osviivicesstinns 0.059 0.083 0.084 0.109
Salaries, Wages............ccccocoeeeein.. 2.203 2.091 1.976 1.994
Statl Benefitsy. | 1 ol tEEs, T 0.128 0.095 0.089 0.087
Performing Rights. <t s ey 0.168 0.117 0.095 0.099
Telephone, Telegraphl SRR 5180 0.067 0.061 0.071 0.082
Micro-Wave, Wire Line................ 0.067 0.021 0.014 0.067
FilmhsTapes.. s augbasiont 0 1.667 0.675 0.618 0.454
Advertising Promotions................. 0.292 0.199 0.167 0.157
Office Supplies, Other Expenses.... 0.054 0.050 0.043 0.061
Artist and Other Talent Fees........ 0.421 0.064 0.067 0.042
Total Production Costs................ 5.902 4.076 3.834 3.692
Total Operating Expenses............. 7.241 5.332 4.841 4.968
Total Operating Revenue. ............ 9.101 5.804 5.806 5.156
Net Operating Revenue................. 1.860 0.472 0.966 0.188

*Average night-time circulation, 6 p.m. to 1 a.m.
Source: D.B.S. 56-204.
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Chart 4 is drawn from Table 18, and it reveals an interesting phenomenon.
Programming costs — including salaries, films, tape, talent fees, and performing
rights, climb slowly or not at all as the size of the audience increases — until
you get to the largest revenue category. Then they climb steeply. The biggest
TV stations, in other words, spend far more on “quality” than the smaller
ones do. This may be associated with the fact that many of the smaller TV
stations are the only ones in their market. The stations with the largest
revenues are operating in metropolitan markets, where competition exists and
where quality programming becomes a competitive factor.

The “quality curve” does not mean, though, that small stations are more
profitable than large ones. Although large TV stations spend relatively more
on “quality,” this factor is more than offset by various economies of scale.
Productivity per employee is much higher for stations in the biggest revenue
category than for smaller TV stations, for instance.

Chart 4. AVERAGE COSTS PER VIEWER FOR SELECTED COMPONENTS BY
REVENUE GROUP

DOLLARS
i 4l WAGES SALARIES
1.60 |-
1,20 |- FILMS TAPES
.80
40 / ARTIST & OTHER TALENTS
~ PERFORMING RIGHTS =~ ———
0L
|D IC |8 PR
250 — 499 500 —999 1,000 — 1,499 1,500

AND OVER
STATION SIZE IN THOUSANDS OF DOLLARS
Source: D.B.S., 56-204,
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BROADCASTING PROFITS

But the most significant benefits of bigness can be seen in the profitability
figures. Table 19 tells the story. As with newspapers, we’ve expressed profits
in various ways: as a percentage of equity, before taxes; as a percentage of
assets before taxes; and as a percentage of sales before taxes. The figures
were compiled for the Committee by D.B.Ss. and the c.R.T.c. from the
balance sheets of individual private stations. The figures for “radio” refer to
companies which operate radio stations but do not also own Tv stations. The
TV figures are for companies which do not also own radio stations. The
combined figures are for those companies owning both radio and TV stations.

TaBLr 19. RATES OF PROFITS IN PRIVATE BROADCASTING,
CANADA 1964-1968

Type of Broadcaster

by Revenue Group 1564 1965 1966 1967 1968
BEFORE TAX
RETURN ON EqQuITY
Radio*
Less than $100:0000. 000000 it —11.0 - 9.2 —17.3 — 8.0 —-32.3
$100,000 to 249,999 10.3 12.4 15.6 8.3 6.9
$250,000 to 499,999 13.8 28.0 11.8 11.8 12.8
$500,000 to 999,999 60.5 22.6 27.8 35 28.4
$1,000,000 and over................c.co........ 33.2 37.0 37.9 39.6 43.1
All Stations:t, ezl St 1N U IR 22.1 211 22.8 23.9 25.8
Televisiont
Less tham$250.000. .. i —27.3 —31.2 - 0.9 + 7.0 — 5.8
$250/000°10'499.999..7. i s 3.4 223 9.4 8.3 11:7
$500,000 t0 999,999........cccccevvrirerennne 327 16.7 323 19.9 29.5
$1,000,000 to 1,499,999...................... 31.4 42.0 9.5 35.4 23.3
$1,500,000 and over.............cccceuuce.. 98.5 91.0 56.3 40.1 60.8
All Stations.......... Wil e T | B 56.0 64.4 42.3 36.3 50.7
Combined Radio and Televisiont...... 29.9 50.2 56.8 29.6
Al Stationgroiasd oM RSy S 42.1 48.1 49.1 47.4 21.1
BEFORE TAX
RETURN ON ASSETS

Radio*
Eess:than $100:000: o sl v O — 0.7 — 1.5 - 2.7 - 1.2 - 7.0
$100,000 to 249999................ 8.2 b B | 9.9 6.1 5.4
$250,000 to 499,999................ 7.9 4.6 6.8 6.9 8.1
$500,000 to 999,999...... 14.9 9.3 10.5 18.5 14.3
$1,000,000 and over 21.8 2715 26.0 25.0 25.6
All Stations.,. 75 i e el 12.0 1156 12.6 14.2 14.3
Televisiont
Lessthan $250,000, v st ; — 8.4 — 0.6 + 6.5 - 1.6
$250,000 to 499,999...... 1.2 5.6 4.8 6.5
$500,000 to 999,999......... 10.0 2.0 1352 18.3
$1,000,000 to 1,499.999... é 39.9 5.7 30.7 21.4
$1,500,000 and over......... . 31.2 26.0 21.1 31.9
AlSIGONS . .. o o 25:5 19.4 19.6 27.9
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TasLe 19. RATES OF PROFITS IN PRIVATE BROADCASTING,
CANADA 1964-1968—Concluded

Type of Broadcaster

by Revenue Group 1964 1965 1966 1967 1968
Combined Radio and Televisioni...... 16.3 22.5 24.6 16.8
IBIBSIRHIONS Y. o 58, v 3evasdesin e boashi 221 274 26.0 20.4 12.4

BEFORE TAX
RETURN ON TOTAL OPERATING REVENUE

Radio*
Besshan $100.000......... ...t iimmesns — 4.5 — 4.1 — 6.3 — 4.3 —12.3
$100,000 to 249,999..... 6.2 1.6 10.2 4.7 3.4
$250,000 to 499,999..... 5.5 3.5 5.9 6.4 6.8
$500,000 to 999,999..... 11.0 6.2 8.9 12.5 §2ed
$1,000,000 and over.... ey 160 19.8 21.3 23.9 24.1
IUSEALIONS .. ovoirisrcrvsssiussossssassinisrnss 9.5 9.9 i 3 P 12.8 13.2
Televisiont
Less than $250,000................c.cccococ.... —-12.9 —15.3 - 0.6 + 3.2 — 4.7
$250,000 to 499,999.........coeveeeueevnnne 1.9 i 531 5.9 5:7
$500,000 t0 999,999........ccoeveeiiennne 19.4 8.1 2.1 12.8 15.5
$1,000,000 to 1,499,999...................... 8.4 1755 10.6 17.3 13.3
$1.500,000:and over.............;ceeeniiiis 16.9 22.4 299 19.5 23.8
S R OB e 2t 15t s i 14.1 19.1 19.5 18.3 21.4
Combined Radio and Televisionf{...... 13.4 17.0 14.4 11.2
IS anenst o e L 18.9 20.4 16.1 12.0 8.1

*Privately owned radio stations operated by companies which do not operate television stations.
T Privately owned television stations operated by companies which do not operate radio stations.
IPrivately owned radio and television stations which are operated jointly by the same company
(and which therefore have consolidated balance sheets for the radio and television operations).

Sourck: Calculated from accompanying tables.

There are several points to note concerning these figures:

*The smallest stations — radio stations with revenues of less than $100,000
and TV stations with less than $250,000 annually — were consistent money-
losers. The rate of loss was greater for the small Tv stations than for the
small radio stations.

*Profitability, no matter how you measure it, tends to vary widely from
year to year. Among companies operating only radio stations, however, the
losses of some appear to be offset by the profits of others, so that the prof-
itability of this group as a whole maintained a fairly steady upward trend
between 1964 and 1968.

*The tables show a striking correlation between size and profitability. In
1968, for instance, only 22 of the country’s 221 private radio stations without
TV connections had revenues of $1 million or more. Yet these stations — 8.4
per cent of the total — accounted for slightly more than 68 per cent of the
total net operating revenue of all such stations. Similarly, only eight of 29
TV stations without radio affiliates had revenues of $1.5 million or more. But
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these eight large stations accounted for 92 per cent of the total net operating
revenue for all such stations!

*The other thing to note is how wondrously profitable some broadcasting
operations can be. The largest revenue-group of Tv stations, for instance,
earned a before-tax profit (on equity) of 98.5 per cent in 1964. At that rate,
even after taxes, shareholders would recover their entire investment in two
years! The big Tv stations’ worst year was 1967, when pre-tax profits de-
clined to 40 per cent; in most other industries, that kind of margin would be
considered fabulous.

62 THE UNCERTAIN MIRROR




|
3. Bucking the Trend

CONCENTRATION: PRO AND CON

We think the figures set forth in the previous chapter are astonishing. There
are a number of individual newspapers and broadcasting stations that are
having trouble meeting their payrolls. But on the average, media corporations
are onto a very good thing indeed. If the brewing industry made profits half
this large, and the people knew it, we suspect there would be sit-ins in the
beer stores. Most media corporations, fortunately for them, don’t have to
disclose these earnings. Because their very large profits allow them to pay
for expansion and acquisitions out of retained earnings, most continue as
private companies. And so we are confronted with a delicious irony: an
industry that is supposed to abhor secrets is sitting on one of the best-kept,
least-discussed secrets, one of the hottest scoops, in the entire field of
Canadian business — their own balance sheets!

The daily-newspaper and broadcasting industries make profits that arej
on the average, very generous. In most cases, these large profits are made
possible by conditions of natural monopoly. In the case of broadcasting,
federal licensing policy protects broadcasters against excessive, uneconomic
competition. In the case of newspapers, the circulation wars of yester-year

have created monopoly or near-monopoly situations which now confer large
benefits on the survivors.

In a few cases, the corporations concerned are making genuine efforts to
deliver quality editorial content and quality programming in return for their
privileged economic position. But the general pattern, we regret to say, is
of newspapers and broadcasting stations that are pulling the maximum out
of their communities, and giving back the minimum in return. This is what,
in contemporary parlance, is called a rip-off. 4
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In traditional usage, you have a monopoly rip-off when the corporations
concerned use their privileged position to charge their customers more than
the traffic would otherwise bear. In the case of the media, we think, the
problem is reversed: it’s not that the companies are charging too much — but
that they’re spending too little. The profit margins in broadcasting, for
instance, indicate that the industry as a whole can readily afford to supply
its audience with the Canadian content that the country has long needed,
and which the c.r.T.c. is now demanding. The industry hasn’t supplied it
voluntarily, for the excellent reason that it can make more money by
relying on canned American re-runs. In the same way, many Canadian daily
newspapers could readily afford to develop their own editorial-page
columnists, their own cartoonists, their own commentators. But it’s cheaper,
far cheaper, to buy syndicated American columnists and reprint other
papers’ cartoons, and to skimp on staff news coverage in the hope that
one of the wire services will do the same job almost as well.

Too many newspapers and broadcasting stations, in other words, are
delivering a product that is not as good as they could afford to make it.
They don’t try hard enough to improve their product because there is no
economic incentive to do so—quite the reverse, in fact. That paragon of
candour, Lord Thomson, expressed the matter rather well in an encounter
with Douglas Fisher, a syndicated political columnist for the Toronto
Telegram. Mr. Fisher referred to this revealing exchange in his brief to the
Committee:

I remember asking Lord Thomson several years ago when I was the
M.P. for Port Arthur two questions: was the News-Chronicle a good
money-maker? Would he consider having my column bought or that
of George Bain or Peter Newman bought for the News-Chronicle, my
point being that I thought the interpretation of Ottawa politics was
covered rather slightly considering the high political interest in the area?
The answers were: “Port Arthur is a dandy, one of the best profit-makers
in our Canadian operations, and I got a great deal on the building from

the federal government.” The second answer went: “Frankly, what would
be the point of it? It wouldn’t sell one more paper in the market area.”

Precisely. The paper is earning a pile already; why reduce profits by
putting out a better product? The examples of such a cheese-paring approach
to journalism could be multiplied endlessly. When the Prime Minister made
his fence-mending tour of the prairie provinces in 1969, no one from the
Ottawa bureau of F. P. Publications went with him, because the chain’s
head office in Winnipeg decided the tour could be covered more cheaply by
having Winnipeg Free Press staffers accompany the Manitoba portion of
the tour, and letting cp cover the rest.

There are hardly any Canadian newspapers that cover travel news the
way they cover sports, say, or politics. Instead, they run their travel pages
as adjuncts of their advertising departments. The editorial content consists
either of verbatim handouts from tourist bureaux, or of staff-written stories
by writers whose travel expenses have been paid by hotels or airlines. Once
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again, the industry’s profit margins suggest that there are many newspapers
that could afford to pay these costs themselves. Most don’t. As a result,
everything in your average travel section reads like a press release, and the
newspaper’s audience is denied any objective, unvarnished, trustworthy
assessment of what these exotic destinations are really like.

There’s no point in spinning this out further. Any reporter, any broadcast
newsman, could supply additional examples of robustly profitable media
corporations skimping on their news product. A cursory reading of almost
any Canadian newspaper, or two hours spent with a radio or Tv set, serves
to confirm this.

This give-’em-as-little-as-possible syndrome is reflected in the industry’s
approach to personnel. Outside those communities where genuine journal-
istic competition exists, the hiring criterion is frequently not how good a
man (or woman) is at the job, but how low a salary they’re willing to
accept. In another section of this report we document how, in both print and
broadcast media, increases in productivity have consistently outrun increases
in wages and salaries — and that, as a result, capital’s share of available
revenues is increasing faster than labour’s. Once again, we see the same situa-
tion: many newspapers and broadcasting stations operating under monopol-
istic conditions could afford to pay better salaries to attract better people.
But they don’t.

As a result, newsrooms are chronically understaffed, the turnover in per-
sonnel is scandalous, and the best people, unless they have a penchant for
personal philanthropy, frequently move on to some other industry, such as
advertising or public relations, where talent is recognized and rewarded.

This isn’t just a matter between owners and employees. The public is
affected very directly, because staff shortages and salary-scrimping mean
they’re not getting the kind of information service that the industry’s profit
margins entitle them to expect. The best in-depth stories are often the cost-
liest to get, in terms of both time and money. We quote Thomas Melville,
editor-in-chief of the Regina Leader-Post, who in his testimony before the
Committee pointed out that he would like to give “more of our reporters
more time for more detail.” And he continued: “We do have some who
would like to work on a story for six weeks, but their time is limited.”

It’s not merely the time involved; it’s also the gamble. Many promising
leads take days or even weeks of checking, and then simply don’t pan out.
Every editor knows this, and wishes he had more financial latitude to gamble
on the long shots. But in monopoly situations, journalistic enterprise is
seldom encouraged. The shareholders are the gainers as a result. The public
are the losers.

The most insidious effect of journalistic monopolies, however, is the
atmosphere they breed. Every reporter soon learns that there are only a few
newspapers where excellence is encouraged. If they are lucky or clever or
restless, they will gravitate to those newspapers. If not, they will stay where
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they are, growing cynical about their work, learning to live with a kind of
sour professional despair. Often you can see it in their faces. Most Canadian
city-rooms are boneyards of broken dreams.

We think it is interesting that Jerry Rubin, the American Yippie, was
radicalized by this very spectacle. Speaking of his days as a bright young
reporter in Cincinnati, he told an interviewer:

On the paper, I came on really full of fire, excitement, really loved
reporting, etc. Everybody was really bored at the paper-—at 4:30
everybody left to go home, no matter what they were doing, they went
right to the elevator. People just sat around doing nothing—and they

weren’t hippies, either. Here were these guys, 40, 50 years old and their
lives were just wasted.

So at the age of 17 I came into contact with the whole community
of people with wasted lives. They weren’t happy with what they were
doing, they had nothing to look forward to except maybe a three-weck
vacation once a year or maybe retiring. They knew they weren’t going
to rise in the newspaper hierarchy — there was nowhere to go. They were
all very cynical, and they said to me, “Why do you want to be a reporter?”
And of course they were all right in their own terms . . .

What I discovered at the paper was that the people were great, each
individual was fantastic, you know, go out to lunch with the reporters —
I loved them all as individuals. It was like a dream in their stomachs that
had been destroyed and I got a tremendous sympathy for them and
began to hate the editor and the whole thing. I think I got to be an
instinctive Communist.

We wish we could report that most Canadian newspapers are exciting
places to work, that they’re charged with the kind of tension and creative
joy you’d find in a well-run university classroom. When that atmosphere is
present, you can feel it in the city-room, you can see it in the product. It is
no accident that many Canadian newspapers look and read as though they
were produced by people who are profoundly bored. Too many of them are
bored. The economics of the industry, and the placing of profits ahead of
product, have made them so. That is the tragedy of practising journalism
in a commercial culture: unless you are very strong or very lucky or very
good, it will murder your dreams.

The sort of conditions we’ve been describing are a frequent consequence
of monopoly situations. Without the spur of competition, it is easy for a
news organization to lapse into mediocrity. Similarly, in cities where com-
petition is vigorous, such as Toronto and Montreal, the odds are strong that
editorial excellence will be sought after and rewarded.

But not always. The existence of two or more competing newspapers is
not an automatic guarantee of improved performance, although it certainly
widens the odds. And there is no law that says a monopoly outlet Aas to be
mediocre, although there is ample economic incentive for it to become so.
The forces of economics are influential, but the intentions of people can be
even more decisive.

London, Ontario, for instance, is a classic monopoly situation. The Black-
burn family owns the London Free Press, CFPL radio, and CFPL-TV. On the
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face of it, this would constitute one of the tightest information monopolies
in the country. And yet the Free Press is a very good community news-
paper; and CFPL and CFPL-TV are among the best local programmers in the
country. It is significant that in five cities near London — Sarnia, Chatham,
St. Thomas, Woodstock, and Stratford —the Free Press has achieved an
average combined circulation that totals 41 per cent of the circulation of
the local dailies. This is a tribute to the editorial performance of the Free
Press — and, we suspect, a commentary on the performance of the five local
daily newspapers, three of which are owned by Thomson. Both the radio and
TV outlets are serious about local news and entertainment programming — to

the point where local programmes frequently draw larger audiences than do
the cBc network offerings.

In his appearance before the Committee, Walter Blackburn forcefully
argued that his properties do not enjoy an information monopoly. In the
seven-county area served by the Free Press, CFPL and CFPL-TV, his presenta-
tion outlined that there are forty-two newspapers (including six dailies),
thirteen radio stations, two Tv stations and fourteen cable-Tv systems. But
very few, if any, of these outlets provide the kind of direct, forceful journa-
listic competition that leads to better newspapers and better programming.
The Blackburn media are providing good service to their community, we
suggest, because their owner wants them to provide good service, and is
willing to spend to get it.

Montreal provides another exception to the apparent rule that monopoly
promotes mediocrity, competition promotes quality. Editorial competition
among French-language dailies in Montreal has been vigorous. But while
the two competing English-language dailies, the Star and the Gazette, com-
pete keenly for advertising revenues, their editorial performances over the
past twenty years or so have been less than distinguished. Both newspapers
have improved in recent years — the Star dramatically so — and this appears
to be due, not to altered competitive conditions, but to a new-found deter-
mination by owners and management to improve their product.

We cite these exceptions because we think they are important in any
consideration of how to safeguard the public interest against the increasing
concentration of media ownership. Media monopolies seem to operate
against the public interest only when the owner allows it to happen. But if
the owner has a genuine commitment to public service, if he places his
readers’ interests ahead of his own dividends, he can readily offset what the
Committee has come to regard as the intrinsic dangers of ownership con-
centration. The public interest can be served or ignored, in other words,
according to the personal preoccupations of the people who own the media.

And this leads us to what may be the Committee’s most fundamental con-
clusion: that this country should no longer tolerate a situation where the

public interest in so vital a field as information is dependent on the greed
or goodwill of an extremely privileged group of businessmen.
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We are not suggesting that the state should reward or punish individual
newspapers on the basis of some “official” assessment of their editorial
performance. The moment any government decides it is better qualified than
a publisher or editor to decide what to print, we are in serious trouble. The
freedom to publish is crucial to all our freedoms. Government’s role is to
protect this right, not infringe on it. This is so basic to our notions of freedom
that it should hardly require elaboration.

But the power to merge, the power to expand, the power to form large
concentrations of media holdings, is another matter.| We think the findings
of this Committee demonstrate that concentration of ownership has proceeded
to the point where some form of intervention by the state is desirable and
necessary. There are some media acquisitions which appear to have served
the public interest. There are others which we think have led to its abuse.
The principle is now well established that the state has a right to safeguard
the public’s right to information by approving, disapproving, or disallowing
various property transactions within the broadcasting industry. The Com-
mittee believes it is time for this principle to be extended to include the
print media. /

There are several different forms of ownership concentration: (a) news-
paper chains, (b) mixed-media holdings operating within a single market or
in different markets, and (c) media holdings by companies whose main
business interests are other than publishing or broadcasting. We are satisfied
that there is no sweeping regulatory principle that is applicable to all of
them.

The advantages and disadvantages of newspaper groups or chains, from
the public-interest point of view, are especially finely balanced. Although
chain ownership can lead to the sort of numbing journalistic conformity that
characterizes the Thomson newspapers, it can also confer benefits that are
unquestionably in the public interest."The most compelling benefit, of course,
is that group ownership tends to prevent more newspapers from dying. When
two group-owned dailies are competing in the same town, the result is usually
a “truce” instead of a winner-take-all struggle for circulation. In Vancouver,
it is probable that the smaller of the city’s two dailies, the Province, would
have folded years ago if it weren’t for the fact that two large groups jointly
own the company that publishes both papers. The same can be said of a
number of cities with more than one daily, including Winnipeg and Ottawa:
the existence of newspaper chains is actually contributing to diversity by
maintaining two newspapers when, by the inexorable logic of economics,
there eventually would be only one. Indeed, our best hope for more daily
newspapers seems to lie with chains; only corporations with access to large
amounts of capital can be expected to sustain the high risks, and the long
initial period of non-profitability. | [

In the thoughtful brief submitted by F. P. Publications Limited, R. S.
Malone observed that a city the size of Edmonton — which is now a one-
newspaper town —should have a second editorial voice; both F.p. and the
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Thomson group have investigated the possibility of starting a second news-
paper there, he said, but so far neither group has been willing to accept the
financial risks involved. Mr. Malone continued:

While our combines branch here in Ottawa might take a rather
jaundiced view of any attempt of, say, the Southams and ourselves co-
operating to publish joint morning and evening papers in Edmonton, you
might ask yourselves—might this not be a benefit to the city of Edmonton
—having two separate editorial voices, with competing news staffs,

foreign services, columnists and leader writers, commenting with con-
flicting views?

If you’re serious about the advantages of media diversity, you have to concede
that, yes, it would be better for Edmonton.

Group ownership can confer other benefits which, though they may be
less tangible than the preservation of an existing newspaper, are nevertheless
real. They can afford high-priced managerial talent in the head office, an
asset from which all members of the chain can benefit. Chains can also offer
greater opportunity and mobility to their staffs than could a separate news-
paper; in the editorial context, this can contribute to a better overall under-
standing of the country among writers and readers. (Southam, for instance,
feels that its acquisition of the Montreal Gazette will add depth to the whole
group’s understanding of French Canada.)

The most pervasive benefit of group ownership, however, is that groups
tend to be profitabie. This in itself is no guarantee of excellence; but it
obviously increases the chances of achieving it. Profitable media outlets are
less susceptible to pressures from advertisers and special-interest groups, and
better able to accept the risks —such as lawsuits — which sometimes accom-
pany the practise of gutsy journalism.

The moral seems to be that there is no moral. There is no such thing as a
“good” chain or a “bad” chain—only good and bad owners. Even then,
the situation can be pretty ambiguous.

We believe the evidence is overwhelming, for instance, that the Thomson
chain is doing an inadequate job for its readers in terms of the profits it
earns. But having said that, we must now quote from an informal brief
from G. J. Rowland, publisher of the Penticton Herald:

For many years I was the sole owner and publisher of the Penticton
Herald. Since 1956, when I sold to the Thomson organization, I have
remained as publisher. I have thus been able to study both phases of
ownership.

For the first seven years of the new ownership there where no
profits whatever. Losses in some years were formidable. From 1964 on-
ward modest net profits were accumulated. But not until this year (1969)
could it be said that the total net gain in operating statements offset
accumulated losses, to say nothing of acquisition cost and capital
outlay.

Meanwhile the community has had a regular annual infusion of much
larger wage payments to a much larger staff—the basic cause of the
drought in profit which I doubt would be contemplated by any other
type of investor in this-sized community.
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In knowledge of this background, you may perhaps appreciate my
recoil from the superficial type of criticism that the Thomson organiza-
tion—which has dealt so much with this size of market—is cheap and
repressive with regard to expense. I was the one who, as publisher,
made more profit in my last year of publication as an owner than the
Thomson interests have made in over-all net in the past dozen years.
And why? Basically because I had to overwork the smaller staff I under-
paid. I cannot focus the whole matter more sharply than by confessing
that.
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