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WFZER S OBEEE (#30) : The main objective of this research was to construct and estimate an
econometric model of the demand for newspaper subscriptions and the demand for
newspaper ads. A simulation of the model using the estimated parameters would then be
used to assess the economic effects of collusive price-setting by newspapers, under the
resale price maintenance system. These effects include the impact of coordinated pricing of
newspaper subscriptions on newspaper profit, consumer surplus and the organization of
the newspaper industry.
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2010 1, 600, 000 430, 000 2,080, 000
2011 4FJE 500, 000 150, 000 650, 000
2012 FHE 500, 000 150, 000 650, 000
it 2,600, 000 780, 000 3, 380, 000
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(1) A newspaper is a platform in a two-sided
market. In setting the price of subscription, a

one newspaper, the newspaper has some
market power in selling ads. But for that very
reason, competition among newspapers for

newspaper must consider the effect on its
revenues from selling ads. A lower
subscription price increases the number of
readers and enlarges the demand to place ads.
Because most households subscribe to only

subscribers is likely to be intense, dissipating
whatever rents could be obtained from
advertising revenues, unless the newspapers
collude in setting their subscription prices.
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(2) In Japan, newspapers enjoy a special
exemption from antimonopoly prohibitions
against retail price maintenance (suppliers’
stipulations that bar downstream firms from
price discounting), and the newspapers with
national circulation have exploited that to set
collusive subscription prices.
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(3) Newspaper circulation and advertising
revenues are both declining as the internet is
growing, but less so in Japan than in the US.
Fully understanding this phenomenon requires
accurate information about the demand for
newspaper subscriptions and advertising and
about the costs of supplying both.
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My aim was to construct econometric
estimates of the demand for subscriptions and
the demand for advertising in Japanese
newspapers. | would then use these estimates
to determine the effects of collusion on the
prices and circulation of newspapers, the
profits of newspapers, the gains from trade of
their subscribers and advertisers, and on the
structure of the newspaper industry.
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(1) Theoretical modeling of the demand for
newspaper subscriptions and advertising and of
their costs, taking into account the
interdependence in demand for morning

subscriptions and morning-and-evening
subscriptions of each newspaper.
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(2) Econometric estimates of the parameters of
these models, using data on Japanese
newspaper circulation, content, advertising and
pricing.
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(3) Estimate of the effects of parallel pricing
by the leading newspapers based on
comparison of model parameters across
newspapers, those presumptively colluding and
those not.
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(4) Econometric simulation of the effects of
competitive pricing on newspaper circulation,
content and profit and on consumer surplus.
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The concrete results of my econometric
analysis are as follows:
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@ | estimate that the coordinated pricing of
the leading national and local newspapers is
inflating their prices by 340 yen per month
(about a 10 percent increase in their prices).
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@ | find that an end to price coordination
would add 80.2 billion yen per year (about 1
billion dollars per year), to the consumer
surplus of newspaper subscribers, and would
decrease newspaper profit by about 63 billion
yen per year (46 billion yen per year among
the collusive newspapers and 17 billion yen
per year among the non-collusive newspapers).
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® 1 find that price elasticities of demand for
most newspapers lie between 1.2 and 2 and
that elasticities of demand with respect to
number of pages of content per month lie
between 0.2 and 0.5. | estimate the elasticity of
demand for advertising in any Japanese



newspaper as 1.3.
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@ 1 find that the newspaper publishers
wastefully reduce the number of pages of
content of their morning editions (by about one
page per day) to deter morning-and-evening
subscribers from cancelling their evening
subscriptions. | estimate the value of this waste
at around six yen per month per morning-only
subscriber.
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