	Circulation scandals cast shadow on newspapers 

By Michael McCarthy, USA TODAY   080804

The nation's newspaper publishers, so accustomed to reporting on corporate scandals, may be facing one in their own backyards.

Belo Corp. (BLC) said on Thursday that its Dallas Morning News had overstated weekday circulation figures by 5% in late 2003 and early 2004 — making it the third newspaper publisher this year to cop to phantom readers.

Tribune Co. (TRB) admitted in June that it had inflated figures at its Newsday and Spanish-language Hoy newspapers. Also that month, Hollinger International (HLR) said its Chicago Sun-Times has inflated circulation for years.
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(largest reported as of Friday)

Newspaper
Publication city
Circulation
USA TODAY

Washington

2,635,412

The Wall Street Journal
New York

2,101,017

New York Times
New York

1,677,003

Los Angeles Times
Los Angeles

1,392,672

The Washington Post
Washington

1,025,579

Chicago Tribune
Chicago

1,002,398

New York Daily News
New York

802,103

Denver Post/Rocky Mountain News 
Denver

783,274

Philadelphia Inquirer
Philadelphia

769,257

The Dallas Morning News
Dallas

755,912

Houston Chronicle
Houston

740,002

The Detroit News and Free Press
Detroit

705,148

Boston Globe
Boston

686,575

New York Post
New York

678,012

Minneapolis Star Tribune

Minneapolis

671,275

Long Island Newsday
Long Island, N.Y.

662,317

Atlanta Journal Constitution Cox Newspapers

Atlanta

629,505

The Newark Star-Ledger
Newark

610,542

The Arizona Republic 
Phoenix

587,159

San Francisco Chronicle
San Francisco

553,983

Source: Audit Bureau of Circulations
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The revelations have already begun to cast a pall over the $55 billion newspaper industry as it starts to recover from a three-year ad slump.

Investment bankers Veronis Suhler Stevenson predict that sales in 2004 should just match the total in 2000.

"Clearly, this revelation along with the others has been a blow to the newspaper industry's image," says analyst John Morton, president of Morton Research. "I imagine every newspaper of size is looking at its circulation department to make sure there's not somebody down there sandbagging them."

Credit Suisse First Boston analyst William Drewry said that the revelations could be "a negative catalyst of major magnitude with investors."

The good news is that leaders at all three companies are following "textbook crisis management" by attacking the problem and reassuring advertisers and readers, says Leland Westerfield, a newspaper analyst at Harris Nesbitt.

"None of them are sweeping the problem under the rug," he says. "They have all addressed the crisis openly, swiftly, judiciously and thoroughly."

Robert Decherd, CEO of Dallas-based Belo, ordered hundreds of sales representatives to personally call 2,200 advertisers on Thursday and Friday to try to salvage the company's most important asset: credibility.

"We flunked on that," he admitted. "We will have to build it back with every ounce of effort we have."

(Gannett, publisher of USA TODAY, uses multiple auditing methods to verify figures, says Tara Connell, vice president of corporate communications: "We're pretty confident the system of checks we have in place are strong. Nevertheless, it makes sense to be extra vigilant.")

Newspapers base much of their advertising rates on circulation. But publishers could feel the effects several different ways:

•Stock prices. Three analysts downgraded Belo on Friday, sending its shares down 7% to close at $21.55.

•Lower ad revenue. Publishers exaggerating numbers have to compensate advertisers who paid to reach a larger audience than the newspapers delivered.

Decherd says advertisers will get "fair compensation" from Belo. Tribune set aside $35 million to compensate advertisers.

While struggling with a criminal investigation and a lawsuit over the bogus numbers, Newsday says it will cut ad rates for 16 months: from September 2004 through 2005.

•Increased competition. Newspaper rivals in the local TV and radio industries are already trying to steal marketers such as car dealers and retailers that advertise frequently in newspapers, Westerfield says.

Meanwhile, heads are rolling at circulation departments across the country. Belo and Tribune have either fired or accepted the resignations of circulation chiefs at the affected newspapers.
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	Find this article at: 
http://www.usatoday.com/money/media/2004-08-08-belo_x.htm 

	 


