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CHAPTER I: INTRODUCTION

The 1980s have been turbulent years in the newspaper
business in Iowa, and in most other industries in the state.
A decade that began with double-digit inflation, and
interest rates to match, suddenly collapsed into an era of
deep recession and debilitating farm crisis reminiscent of
the Great Depression. In 1984, this headline summarized the
state's agricultural economy: "Iowa Farmers Facing Worst
Times Ever."1

A mood of pessimism swept across farm fields and town
squares and became the mindset of rural Iowans.2 The gloom
of the farm crisis years persisted and spread, to become by
1987 what one rural sociologist termed "a sort of collective
depression” infecting entire farm.communities.3 Though
federal farm subsidies had begun to restore farm incomes by
late 1987, the likelihood of continued bailouts were
suspect. Cuts in federal farm subsidies for 1988 had

already been scheduled, concern over the U.S. budget

deficit was fueling interest in slashing such programs, and

1
Des Moines Sunday Register, 29 April 1984, p. 1A.
2
Ibid., 16A.
3
Michael Hoyt, "A Small-town Paper Confronts the Farm
Crisis; How an Iowa Editor, Himself Hard-pressed, Tries to
Strike a Balance between Hope and Despair," Columbia
Journalism Review, 26 No. 3 (September/October, 1987): 38.




the October, 1987 stock market crash had heightened money
tensions in the nation's capital. "'I'm not too optimistic
about a big recovery in agriculture,'" one corn and
soybean farmer told a repor'ter.u

Meanwhile, the sour ag economy had left towns in the
nation's breadbasket "pockmarked by empty s’corefr'onts,"5
and stripped small towns of their largest retail businesses
--the farm implement dealers, bullding materials stores,
grocery stores, etc. What new businesses sprang up in their
place in rural Iowa towns tended to be very small, often
home-based firms, like crafts stores and antique shops, a
type that generally employs few if any people other than the
owners. In terms of their impact upon local newspapers,
these "cottage lndustries" typically advertise little, if at
all; major newspaper advertising accounts that had fallen
victim to the farm crisis would not be recovered from the
fledgling businesses that replaced them. The net effzct of

all of this was "a steadily weakening rural economy."

Other analysts interpreted the effects as "a permanent

T
Scott Kilman and Jean Marie Brown, "Blighted Bounty;
Rich Harvest Masks Long-term Erosion of Farm Economy," Wall
Street Journal, 9 November 1987, p. 1 (W).
5
Ibid.

6

Kenneth E. Stone, Testimony before the U.S. Small
Business Administration Regional Rural Initiatives Field
Hearing, Des Moines, Iowa, 8 December 1987, p. 3.




7
shrinkage of the economic underpinnings of rural areas."

And as if the disappearance of major retail enterprises
in rural Jowa cities wasn't ominous-enough, Towans watched

farm bankruptcies soar--from 3,915 cases in 1984, to 5,624
in 1985, to a peak of 6,366 in 1986. The 1987 total was

5,837--a painful reminder of a farm crisis that seemed to be
8

finally abating. With farm failures came the numbing news

of bank failures. The worst year: 1986, when the regulators

pronounced 11 Iowa institutions insolvent in tiny towns like
10
Williams and Lone Rock , in county seat towns, like

11 12
Pocahontas, and in larger towns like Iowa Falls.,

Nor were urban-based banking concerns exempt from economic
upheaval. In Waterloo, Peoples bancshares filled for

13 :
bankruptcy,. necessitated by reasons not attributed to

7
Kilman and Brown, Wall Street Journal, p. 18 (W).
8
Frank Santiago, "Bankruptcy in Iowa Hits 5-year Low," Des
Moines Register, 5 January 1989, p. 1A.
9
"Williams Bank Newest Victim of Farm Economy," Des Moines
Register, 21 March 1986, p. 7S.
10

"Lone Rock Bank Fails; 6th in '86," Des Moines Register,
30 May 1986, p. 1A.
11
"Pocahontas Bank Closes; Tth This Year," Des Moines
Register, 28 June 1986, p. 1A.
12

"Towa Falls Bank Is 9th '86 Failure," Des Moines Register,
1 August 1986, p. 1A.
13
"Peoples Bancshares Seeks Protection from Lawsuits,"
Des Moines Register, 1 October 1986, p. 1A.




Jowa's economic woes, but a result, in part, of market
reversals in other parts of the country. And an ongoing

news story of 1986 was capsulized in the headline, "Hawkeye
1
Bancorporation ‘'Devastated' by Ag Crisis.®

What took place in the rest of the nation in 1986
provided an unsettling backdrop for Iowa's fragile banking
industry. Nationwide, 138 banks failed that year, more than
in any year since the Great Depression, and an epidemic
compared to the nation's 10 bank failures of five years
earlier.15 Unsettling, too, was announcement1ghat the Farm
Credit System had lost a record $2.69 billion and that
Congress would need to intervene to rescue the ag lending
glant from a mounting sea of debt.17

Just when the farm crisis seemed to be fading into
history, and newspaper headlines were cautiously though not
unanimously predicting better times ("Worst May Be Over for

18
Small Businesses;" "Study Finds Bank Troubles Less

14 .
Des Moines Register, 21 March 1986, p. 7S.
15
Tom Peters, Thriving on Chaos; Handbook for a
Management Revolution (New York: Harper & Row, 1988), 5.
16
"Farm Credit System Sets Record with $2.69 Billion
Loss," Des Moines Register, 19 February 1986, p. 1A.
17
"Farm Credit System Eyes $1.5 Billion Debt," Des
Moines Register, 15 August 1986, p. 5S.
18
Des Moines Register, 25 January 1987, p. 1Y.




Severe;"19231t's Unanimous: All Signs Point toward 21
Recovery;" "Pockets of Prosperity Popping Up in Iowa;"
"Farm Issue Loses Importance in Iowa Caucuses as What Was a
Crisis Becomes Only a Problem;"za) an intense summer sun
threatened to singe the budding farm recovery of 1988. One
report published in The Wall Street Journal that summer
appeared beneath the headline, "Losing Groﬁnd; In Iowa, the
Drought Might Seal the Fate of the Smallest Towns." The
account accurately tied the future of rural Iowa communities
to the fortunes of the parched farmland.23

The decade of the 1980s brought economic uncertalnty at
all levels--local, state and national--and uncertainty
became the ink with which the rules of doing business were
being rescinded and rewritten daily. Accelerating change
characterized the marketplace. An Iowa census report

estimated that 'at least 120,000 more people moved out of

Iowa than moved in" between April 1, 1980 and July 1,

1gDes Moines Register, 5 March 1987, p. 6S.

20Des Moines Register, 29 March 1987, p. 1F.

21Des Moines Register, 3 May 1987, p. 1F.

22Wall Street Journal, 24 February 1986, p. 46(W).
23Wall Street Journal, 30 August 1988, p. 1, 12(W).




24
1985. Iowa recorded a net population loss of 80,000 from

mid-1980 to mid-198725 and thus, for businesses, a loss of
customers.

Trade leakage from once robust small town retailing
centers to regional shopping malls reduced retail sales in
Towa cities of less than 500 population by 30 percent,
siphoned off 37 percent of the sales in towns of.SOO to
1,000 population and claimed an average of 20 percent or
more of the retall sales from towns between 1,001 and 5,000
population from 1976 to 1986.26 Shifting consumer tastes and
buying habits, and proliferation of competitors for
advertising dollars further reshaped the state's business
climate and the world in which Iowa newspapers exist.

University of Iowa researcher David Swenson says that

Iowa's past--traditionally "rural, prosperous and

agriculturally-based"--1is colliding with its future, which

24
Iowa Census: Vital Statisties and Other Population
Components for Iowa Counties 1980-1985, CRD 250, April 1987,
p- 5).
25
"Losing Ground...," Wall Street Journal, 30 August
1988, p. 1 (W).
26
Kenneth E. Stone, "Impact of the Farm Financial
Crisis on the Retail and Service Sectors of Rural
Communities," Paper presented at the AAEA Symposium on Farm

Debt Stress, Kansas City, Missouri, November 1986; Updated
May 1987, p. 2.




is likely to be "more urban, more white-collar and seemingly
more uncertain." Reporter Dennis Farney notes that moderate
growth in Iowa's urban areas are belng accompanied by rural
areas "steadily losing ground." One interpretation of this:
"Iowa 1s imploding."27

Sweeping technological change--a fact of 1life in the
mid-twentieth century in nearly every enterprise--has
ushered newspapers from the cast iron age of letterpress and
Linotype machines in some shops, through three or four
tumultuous generations of photocomposition equipment in
others, and into the computer-based revolution of "desktop
publishing.”

With so much change and uncertainty confronting Iowa
newspaper publishers, it is little wonder that coping and
"survival" began to emerge as themes of conversations among
publishers attending regional and state press meetings.

The greater marvel may indeed be that Iowa's newspaper
industry has withstood these intense pressures. Noting that

15 weekly newspapers have disappeared since 1980, Bill

27
"Losing Ground...," Wall Street Journal, 30 August
1988, p. 1(W).




Monroe, Executive Director of the Iowa Newspaper Association
(INA), told one interviewer, "Main Street 1s all the
newspapers live or die by.... Given the numbers of
foreclosures, bankruptcies, people leaving the state, it's
amazing that we don't have two hundred and fifty-five
newspapers now instead of three hundred and fifty-five.
It's amazing they've hung in there."28

It was in this context that the Iowa Newspaper
Association became interested in identifying the perceptions
and attitudes of their membership about current conditions
and the future of their newspapers. The author learned of
INA's interest when the subject arose in conversation with
Monroe in April, 1988. Monroe indicated that funding for
the research would very likely be provided by the Iowa
Newspaper Foundation, an organization founded by INA to
provide professional and educational opportunities to the
Iowa newspaper Industry. The research presented here was
designed and carried out with funding provided by the Iowa
Newspaper Foundation in an attempt to address these and
related questions.

The researcher, formerly an owner and publisher of four

Jowa community newspapers in the past decade and a half, has

28
Hoyt, 35.



also brought a strong, personal interest to this study. His
apprehension that retailing may be fast becoming an
anachronism in cities of less than 10,000 or perhaps even
20,000 population, and thus his concern for the viability of
small town newspapers in an increasingly adverse

environment contributed, in part, to his decision to step
out of the role of newspaper owner. At the same time, an
abliding fondness for journalism in general, for the
newspaper business in particular, and still more
specifically for the Iowa newspaper industry, were reasons
the researcher has chosen to pursue a journalism master's
degree and to undertake this study in partial fulfillment of
his degree requirements.

The Towa State University Committee on the Use of Human
Subjects in Research reviewed this project and concluded
that the rights and welfare of the human subjects were
adequately protected, that risks were outweighed by the
potential benefits and expected value of the knowledge

sought, that confidentiality of data was assured and that

informed consent was obtained by appropriate procedures.
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CHAPTER II: LITERATURE REVIEW

Little research has been done concerning how newspaper
publishers and managers perceive and cope with their
environment. The trade press offers evidence that newspaper
executives have recognized economic threats to their
businesses and that they have taken steps to respond. 1In
Texa;, where both agriculture and the energy industry
experienced harsh recessions in recent years, Fort Worth
Star-Telegram publisher Richard L. Connor told an
interviewer, "'All businesses in Texas have been hit by a
very severe economic problem. All this 1s showing is that
newspapers are not Immune to it.'"29 Reflecting further,
Connor said, "'The problems that we have...are not the kind
that go away in a hurry.‘"30 Writing about newspapers in
Dallas and in Denver, Colo., another city whose energy-based
economy has been ravaged, interviewer Mark Fitzgerald cites
layoffs as evidence that newspapers are responding to
environmental changes. Cost-cutting has been a "constant"
among the various coping strategies that news executives

31
have implemented, Fitzgerald writes. In another trade

29
Mark Fitzgerald, "Recession and Newspapers; Slumping
Economy in Denver and throughout Texas Leads to Severe Belt-
tightening at Several Daily Newspapers," Editor & Publisher,
120, No. 21 (23 May 1987): 9.
30
Ibid.
3N
Ibid., 22.




1

article, George S. Smith, publisher of the Marshall (Texas)
News Messenger, pointed to three successful responses to an
unfavorable economy: "'The key to maintalning both

readership and advertising has been to keep a positive

attitude, promote the community and develop innovative ad
32

selling technlques and packages,'" Smith said. In a

detailed account of the Iimpact of the farm crisis on the

Adair County Free Press, a weekly newspaper 1n Greenfield,

Iowa, Hoyt reported that publisher Ed Sidey had cut staff
numbers and trimmed hours of remaining employees in response
to a $30,000 (23 percent) drop in gross income from 1980 to
1986. Sidey said he had cut back to 14 pages a week from an
average of 18-2U pagés before the farm crisis began to make
its impact felt. Sidey said he had also been forced to
abandon the "luxury" of investigative Jjournalism. "'You do
what you can afford to do, as best you can,'" Sidey is
quoted as saying.33 The third generation Greenfield

newspaper publisher told Hoyt that while he considered 1t

counterproductive to dwell on the negative economic news, he

32
Debra Gersh, "Surviving in a Soft Economy; After
Seven of Its Top 11 Ad Accounts Folded in a Market with a 14
Percent Unemployment Rate, This Small Texas Daily Still
Managed to Turn a Profit," Editor & Publisher, 120, No. 50
(12 December 1987): 16.
33
Hoyt, 36.
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could neither ignore it entirely nor paint too rosy a
picture of the community, or his newspaper would lose its
credibility. Two excerpts reveal Sidey's cautious
assessment of the environment. Hoyt quotes an editorial by
Sidey that concluded, "'The fact 1s, many folks on the farm
and in the small towns are still walking a financial
tightrope in 1987. Things haven't gotten worse lately, but
they haven't gotten a whole lot better eithex'.'"3u And in
remarks to the interviewer, Sidey said, "'I don't think
Greenfield will become a ghost town, because we're doing
something about it,.... And yet it's very scary.'"35

One formal study that addresses the questions of how
newspaper managers perceive and cope with their environment
was undertaken by Burgoon, Bernstein, Burgoon and Atkin
(1984). Their analysis of more than 1,500 responses from two
surveys of Jjournalism professionals found that despite
concern within the industry about downward circulation
trends among daily newspapers during the 1970s and the

continued losses of subscribers by evening dailies in the

1980s, working journalists remain confident about the

34
Ibid.
35
Ibid., 39.
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36
future. In one of the surveys, U48 percent expressed

optimism about the industry and their newspapers. 1In the
other survey, 38 percent shared that confidence. On the
other hand, the first survey found 27 percent perceived a
"gloomy" future. The proportion of pessimists increased in
the second survey to 34 percent. Moreover, pluralities in
each survey felt that readers would turn to information
sources other than newspapers in the next decade and that
newspapers would lose circulation relative to population in
the next five years.37 The researchers discovered through
factor analysis three types of attitudes toward the future
in the newspaper ihdustry. The first group reflected an
attitude of "pessimism and gloom," generally held by younger
Journalists who have experienced little career mbbility, who
were less likely to expect a promotion and who expressed
less job satisfaction than other respondents. The
pessimists were also less likely than other respondents to
be working at medium-sized newspapers (circulation 50,000-
100,000). The second attitude type, "assuredness and
commitment," was typically that of older journalists on

smaller newspapers (circulation less than 50,000), more

36
Judee K. Burgoon, James M. Bernstein, Michael Burgoon and
Charles K. Atkin, "Journalists' Perceptions of the Future of the
Newspaper Industry," Newspaper Research Journal, 5, No. 3
(Spring 1984): 13.
37
Ibid., 15, 19.
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likely to be female, and more likely to perceive working
conditions and internal communications in their newsrooms to
be good. Finally, an attitude of "trustworthiness and
influence"--a belief that their newspapers were regarded as
trustworthy and wielding strong influence in important
matters--typified youngersmale supervisory job holders in
medium or larger papex's.3

Burgoon et al. place these attitudes within the
context of two vastly different views held by newspaper
industry analysts: one, a conservative view that newspapers
will necessarily become "less 'mass' and more tailored to
individual needs" in order to survive, and the other, a more
extreme view that consumer reliance upon new
telecommunications and computer-based technologies will
bring about the demise of the newspaper 1ndustr'y.39 Their
findings suggest that most working journalists may be more
closely aligned with the more conservative view, but in
either case the survival of newspapers is at stake.

A recent article in a newspaper industry trade journal
suggests that industry leaders are indeed taking these threats

seriously. "Newspapers are a waning presence in American

homes, and even some editors admit their work is irrelevant

38

Ibid., 21-24.
39

Ibid., 13.
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to many people's lives," Editor & Publisher reports.

"Troubled by these and other ominous trends, newspapers have
begun to confront an uncertain future as the Information Age
catches up to their centuries-old medium.™ The article
announces a response to these disquieting pronouncements in
the founding of a "newspaper industry think tank" and
research organization known as New Directions for News
(NDN). The NDN chair, Knight-Ridder Inc. vice president
Bill Baker, says flatly, "The newspaper business needs to be
born again...."uo

That newspapers are in for a struggle to survive is the

premise of one of the most recently published texts on

newspaper management. Jim Willis, author of Surviving in the

Newspaper Business; Newspaper Management ié Turbulent

Times, prefaces his book in part with this assertion:

Newspapers are facing turbulent times as we approach the
last decade of the twentieth century.... In America,
where optimism normally reigns, businesses don't like to
think about the possibility of hard times ahead, yet
failure to plan realistically and to monitor conditions
in the marketplace can lead to quick failure. When that
happens, even crisis management may not be sufficient to
41
save the company.

40
George Garneau, "Rethinking Newspapers; News Execs,

Concerned about Declining Household Penetration, Form a Research
and Development Group Called New Directions for News," Editor &
Publisher, 121, No. 50 (10 December 1988): 16. ' -

41

Jim Willis, Surviving in the Newspaper Business; Newspaper

Management in Turbulent Times (New York: Praeger, 1988), xi.
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While good news may be gleaned from some industry
statistics, Willlis asserts, "the entire media mix is
changing to the point that many newspapers are finding

themselves an endangered species. Some have already become
42
extinet." Willis prescribes management and marketing

changes for newspapers. He writes,

Clearly all is not well in the newspaper publishing
business. An industry that for decades did not see much
need for changing its management or marketing structure
has today been confronted with the demand to change.
Publishers realize that if they don't wake up to the
changing nature of their cities, news consumers, and
advertisers, they may find their products have become
dinosaurs in an electronic world populated by consumers
and clients with needs of immediacy, intimacy,
specialized reporting, deep market penetration, and

u3
target circulation.

Willis most succinctly states the theme of his work in
these words: "Now, more than ever, publishers must be expert
planners, strategists, and market-oriented business
people."uu In the 180-odd pages that follow, Willis sets
out a blueprint for management that requires skillful

financial record-keeping, consumer-oriented product

development, operational planning for all departments, a

12
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43
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well-thought-through competitive strategy and a management
approach that regards employees as human resources to be
highly valued, developed through advanced training and
challenged by belng entrusted with appropriate
responsibilities and authority to match.

Another newspaper management text published in 1988,

Strategic Newspaper Management, by Conrad C. Fink, similarly

points to the need for newspapers to develop and implement
sound strategies and solid management practices in order to
cope with today's rapidly changing environment. Central to
accomplishing this is effective planning, achieved by
establishing realistic time frames and most sultable means
for 1) improving journalistic quality to reach an
incréasingly sophisticated audiepce; 2) upgrading skills of
the paper's workforce; 3) producing more and better
advertising; 4) obtaining higher circulation penetration; 5)
strengthening the paper's competitive posture; 6) upgrading
production facilities to meet future needs; 7) diversifying
in areas consistent with the company's main strategic
thrust; and 8) enhancing profits.us Fink sets forth these

objectives for managers in newspapers of all sizes, noting

45
Conrad C. Fink, Strategic Newspaper Management
(New York: Random House, 1988), 59.
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that the challenges are the same for "newspapers large and
small, daily or weekly." Fink says that only the scale 1s
different.u6

Clearly, these authors define survival options in
terms of planning and management skills. How, then, do
newspaper publishers and managers rate as managers? How
much do they know about managing? Research about management
strengths or weaknesses in the newspaper industry is also
Scarce. Bennett reports the findings of two studies
suggesting that managing editors expressed confidence in
dealing with matters of "practical journalism," but felt a
need for management training. "Management styles were, of
course, individual in nature: each manager, whether
conscious of doing so or not, cobbled together and used what
worked," Bennett r'epor'ted.lw From these findings, Bennett
recommended editors and prospective newspaper managers be
given formal management tr'aining.u8 A study by Ogan

confirms what newspaper managers already know, that

46
Ibid., 2.
47
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Need for Specialized Training," Newspaper Research Journal,
6, No. 4 (Summer, 1985): 33.
48
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newspaper executives--both men and women--are hard workers.
The 400 newspaper managers surveyed reported that the
average work week for male managers is U7 hours; for women,
47.5 hours. Thus, whatever management problems newspapers
may face, lack of effort by top managers 1s generally not
one of them.ug
Small Business Management Problems

While research focusing on newspaper managers and
management practices is in short supply, there i1s an
abundance of literature about management practices,
performance and problems of business in general, and more
specifically about small businesses, a term that
characterizes most newspapers in Iowa, and perhapé a
-majority of newspapers in the U.S. One study of 49 retail
firms in small towns found that 84 percent of the retail
managers who took part in the study indicated they had
problems in the area of marketing, 65 percent had difficulty
with accounting, and 30 percent had trouble obtaining

adequate financing for theilr enterprises. Only 17 percent

49
Christine L. Ogan, "Life at the Top for Men and Women
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Characteristics," Newspaper Research Journal, 5, No. 2
Winter, 1984): 57.




20

50
cited employees as a source of management problems. An

obstacle to overcoming these retallers' problems, though,
was a refusal by some to change thelr ways in order to
overcome the problems. For example, in terms of their
marketing problems, researchers noted that 13 percent had
"inappropriate or confusing names" for theilr businesses.
"Nevertheless, several of the owners showed no inclination
to modify the names of their businesses--even to the extent
of adding a word that would identify their line of
business." Thus the researchers concluded, "This rigidity
may reflect the independent nature of small business
per-sons."51

Chaganti and Chaganti identified similar management
problem areas in a broader study of small, Canadian
manufacturing firms. From the 192 usable responses to a
mail questionnaire, they concluded that "...in 1978, 55
percent of the small business fallures in Canada were
attributed to poor management, i.e., deficient bookkeeping,

52
inadequate inventory control, and lack of market data."
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furthermore, the researchers found that the most successful
companies' most important strength was their ability to
manage cashflow.53 The researchers concluded, "Technical
competence in manufacturing a product is nﬁt enough
administrative skills are also required."5

A comparison of firms that survived and those that
failed iIn Connecticut found that survival essentials for
small firms included paying close attention to product and
service quality, debt levels, capital intensity and
efficient use of marketing dollars. Strategic planning also
played a role in survival. One finding of the study was that
while some small businesses were found to pursue survival
strategies, the more successful firms framed their

55
enterprises within the context of growth strategies.

The Need for Strategy and Planning
A study of survival and fallure among small firms by
Sexton and Van Auken, examining 357 small businesses in

Texas, found that firms with the least evidence of having

developed any type of strategy had the highest percentage of

53
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business failures (20 percent), while firms demonstrating

the highest strategy level experienced the lowest percentage
56
of failures (8 percent). Nonetheless, Sexton and Van

Auken concluded that "strategic planning appears to be a

'scarce, fragile commodity in the small business

57
environment."

Robinson makes strategic planning an imperative for small
businesses. 1In a 1979 journal article, he wrote,

Business managers of two decades past were often
able to run their enterprises based upon their feelings
and intuition about their environment, industry, and
business entity. Many small businesses are still managed
with this mode of decision-making. The lack of
effective planning, or a systematic consideration of
present and future circumstances that surround
decision-making has been singled out as a major cause of

58

the high rate of small business failure.

Robinson concludes that decision-making in small businesses
needs to move beyond 'seat-of-the-pants' crisis management.
Instead, Robinson offers an alternative to enhance the

firm's chance of survival. He calls for "...a rational,

56
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systematic, decision-making process that involves a general
analysis (forecast) of the situation, development of
alternatives, choice and implementation."59

Such a systematic approach is seldom followed by small
business managers, however. Robinson and Littlejohn
concede, "It is generally accepted knowledge that small firm
owner/managers do not engage In systematic planning.”" The
researchers say that's because planning "takes a second
priority to the ubiquitous day-to-day brush fires" that
occupy the attention of small business managers.60 A study
of 156 Iowa small manufacturers by Pelham and Clayson
supports this contentlon that small businesses are too
engagéd by "brush fires" to systematically plan. The Iowa
study findings suggest that small business managers
acknowledge the value of formal planning. "Nevertheless,"

the two University of Northern Iowa researchers write, "it

appears that time pressures prevent most managers from

59
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60
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"Important Contingencies in Small Firm Planning," Journal of
Small Business Management, 19, No. 3 (July, 1981):
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engaging in formal planning...."61
Planning and Performance Relationship

In another Towa study of 97 small businesses
representing manufacturing, retail and service firms, Cramer
found that the majority of small firms in central Iowa (65
of the 97 firms surveyed) have no written long range plan.62
Cramer's study offers an apparent contradiction to the idea
that formal planning--specifically formal long range
planning (covering at least one year63)—-1mproves small
business performance. Two of three performance measures used
by Cramer (number of full time employees, and after tax
profits) did not relate significantly to long range
planning. A negative direction noted in weak correlations
between planning and the third performance measure (sales)
led Cramer to summarize that not only 1s it possible that

planning 1s unrelated to performance, but perhaps firms that

do not plan perform better than those that do. Cramer also

61
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63
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proposes the alternative interpretation that "firms that are
performing poorly are planning mor'e."64 Operational planning
(planning in functional areas, such as marketing, budgeting,
human resources, inventory, sales, etc., usually for a
period of 6 to 12 months)65 was more often positively linked
to performance. Cramer suggests this relationshlp exists
because small business managers are closer to their
operating environment, can therefore predict the short term
more accurately and thus place more stock in operational
planning. She also suggests that because small firms
generally cannot afford sophisticated long range planning
systems or the means to validate long range forecasts, small
business managers may place more confidence in operational
66
plans.

The planning-performance relationship--indeed, whether
such a relationship exists--has been the subject of numerous
studies, which have produced often conflicting and seemingly
contradictory resulté. At one extreme is a study by Karger
and Malik of formal, integrated long range planning effects
on financial performance of 90 U.S. industrial firms. They

found that "planners outperformed non-planners by a wide

64
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margin®™ and that planners were "more aggressive and better
sellers of goods, controlled margins so as to reap greater
profits and earned higher returns on capital."67 So
enthusiastic were they that they issued this edict:

...the top management of any profit seeking organization

i1s delinquent if they do not engage in fully integrated

long range planning.68

At the opposite end of the spectrum is the work of
Kallman and Shapiro who found that in the very highly
regulated trucking industry of 1978, management had
practically no freedom in the area of strategic decision

making. As a result, the researchers found that the best

plans could neither alter nor predict outcomes. They

concluded that for the successful non-plénner they could
69
urge no move toward formalized planning. What's more, the

researchers found no relationship between the carrier's
size, planning commitment and/or economic performance.
Neither did geographic differences, nor type of commodity

70
hauled link performance with planning.
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Between these poles are such studies as Schuman's
survey of 46 New England small businesses, which found that
a majority of managers who engaged in planning felt that
planning activities led to better decisions. That perceived
outcome is less tangible than the increased profitability
reported by 34 percent of the survey r'espondents.71
Schuman's findings suggest that three key variables serve to
mediate the planning-performance link and the structure of
the planning process undertaken by small firms. The
mediating variables were 1) previous planning success; 2)
current operating results; and 3) attitude of top
management toward chénge.72 Schuman points out another
potentially significant mediating factor in the planning-
performance link for small businesses when hé notes that
apparently very few small firms pretest plans before they
implement them.73

Mediatling varilables in the planning-performance

relationship proposed as a result of other studies include

reliance by more successful firms on increased use of "basic

71
Jeffrey C. Schuman, "Corporate Planning in Small
Companies~--A Survey," Long Range Planning, 8, No. 5 (October,
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T4
repetitive planning" (Robinson and Littlejohn, 1981);
managers' being more skilled and thorough in the planning

75
process (Orpen, 1985); analytical rather than formal

76
aspects of planning (Ackelsberg and Arlow, 1985); a
structured approach by managers who demonstrate planning

sophistication (Bracker and Pearson, 1986); senior

managers who are willing and able to make strategie

78
decisions in the first place; an external focus combined
with a long-range perspective, and planning processes more

closely aligned with strategic management theory (Rhyne,

79, 80
1986); and a greater degree of formality in planning
T4
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81
(Pearce, Robbins, and Robinson, 1987). In addition, one

study found that firm size also appeared to be a mediating

variable in this planning-performance linkage, with managers
of larger firms apparently doing more market planning and

anticipating greater profits (Mulford, Shrader, and Hansen,
82
1987). Perhaps Shrader, Taylor and Dalton offer the only

acceptable summary of the confusing and sometimes
contradictory results of these and other studies. They
observed in their review of planning-performance literature:
"There 1s no clear systematic relationship between formal
long-range planning and organizational performance."83
Relevant, too, 1s their observation that, "Those who have
examined this linkage are consistent in their conclusions:
managerial skills are-critical to the performance of the

84
firm."
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Uncertainty
If better management skills are crucial in today's
turbulent business climate, such skills are apt to be in
even greater demand in the future. Ellls asserts that
increasing turbulence is a "given," and that not only is
change occurring evermore rapidly, but as a result,
businesses are increasingly subject to sudden jolts from

85
both their internal and external environment.

Mulford et al. predict, "This entire decade looks 1like it86
will be very volatile economically for small businesses."
They go on to say, "The first and worst problem for managers
1s generalized uncertainty generated by the external
environment."s7 And from a 1980 study of 150 small

businesses in Texas, Hoy and Vaught determined that rural

business owners (a category that would include a large

number of Iowa newspaper managers) may face even greater

difficulties coping with the changing environment than do
88

owners of small businesses in non-rural locations. The
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two researchers found that even though rural entrepreneurs
were in closer contact with their environment, the rural
small business managers faced problems in six critical areas
that they considered difficult to manage or beyond their
control entirely. These key difficulties included: 1)
employee-related problems; 2) financial management; 3)
government regulations; Y4) market factors; 5) administrative
management; and 6) economic and technical matter's.89

Thils environmental uncertainty may result in any of a
number of outcomes for businesses. According to Bourgeoils,
how business managers perceive the uncertainty may influence
outcomes more than the actual or "objective" uncertainty.go
Duncan further articulates this by noting:
| Some individuals may have a very high tolerance for

ambiguity and uncertainty so they may perceive
situations as less uncertain than others with lower

91
tolerances.

Visionary Leadership
Finally, while many researchers have suggested that

environmental turbulence necessitates greater managerial

89
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strength, effort and planning, the uncertainty that
turbulence creates often stymies management's abllity to
respond effectively. Smart and Vertinskyl assert that a
highly complex, turbulent and uncertain environment

prompts retrenchment and short-term "fire fighting," rather
than an appropriate, entrepreneurial response to crises
needed to combat uncertainty.92 A proper response could be
expected, however, from firms guided by "transformational
leaders" who bring vision to an organization, rather than
"transactional leaders" who offer "quick fixes," according
to a recent text. Citing Chrysler chairman Lee Iacocca as
an example, the author says a transformational leader is one
who can "help the organizatlion develop a vision of what it
can be, mobilize it to aécept and work toward the new
vision, and institutionalize the changes that must last over
time."93 Other strategy researchers support the notion that
turbulent times require visionary leaders. Morris contends
that managers develop this vision because they have a

9y
compelling need to "create the future." Characteristic of
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visionary leaders are a complex problem-solving ability, an

"anticipatory" perspective and approach, and a willingness

95
to develop options. Visionary leaders are also intuitive,

creative, integrative, and informal managers who have a

"sense of the whole" in dealing with problems and
96
opportunities. Hurst says visionary leaders focus on

mission, a spontaneous process, and do not rely solely upon

97
planned strategy to give direction to an organization.

Such leaders relate "visions of what could be and a sense of
purpose" to members of the organization. Members, in turn,

refine and move the vision forward by interacting with one
98
another and interjecting thelr values. Hurst writes:

We need to abandon our notions of the lone manager
as hero, who rationally solves the problems of the
world. We must assemble teams to handle the total
process. We need to combine the two great human gifts,
reason and passion, the head and the heart, and we need
to stand at the threshold of the present, looking at

99
both the past and the future.

95
Ibid., 54.
96
Ibid., 55.
97
David K. Hurst, "Why Strategic Management Is

Bankrupt," Organizational Dynamics, 15 (Autumn, 1986): 15,
16.

98
Ibid.

99
Ibid., 27.



34

Ellis lists tralts of leaders best equipped to manage in a
highly uncertain environment, including these:
A willingness to take limited risks, together with a
boldness in attempting the unknown and a readiness to
experiment...A preparedness to change one's mind, an
ability to learn from mistakes, and a receptivity to

100
shifts in circumstances....

Able as a manager with these traits would likely be to
successfully guide a firm through uncertainty, Ellis does
not replace one image of manager as hero with another.
Rather, Ellls concludes from researching field studies of
strategic management that the managers he describes reach
decisions through processes that are "quintessentially
incremental, uncertain, evolutionary, and situation."101

Fufthermore, Ellis says,
Managers met major challenges through a practical,
active, flexible, and sensitive pursuit of a series and
collection of sometimes relatively independent
initiatives. Solutions to problems were often partial,
102
inelegant, obvious, imperfect and nonoptimal.
Hypotheses

Perceptions of Uncertainty

Given the extent to which Iowa's business climate and

perhaps its social fabric have been undergoing rapid change

100
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In recent years, a number of questions arise. First, this
research will focus on how Iowa newspaper managers perceive
uncertainty in their environment.

From extensive coverage In their own newspapers of
economic changes that have been taking place at the loecal,
state and national levels, 1t is almost inconceivable that
newspaper managers would regard their environment as stable
and generally predictable. Furthermore, because trade
publications monitor the industry environment, it seems
probable that they will also perceive the newspaper industry
as one that 1is undergoing change. Obvious though that may
seem, the perception of change and uncertainty by newspaper
publishers may not be a foregone conclusion, particularly in
an Industry that has sometimes regarded itself as a
"recession-proof" business, comforted by the belief that in
a strong economy businesses would always want to advertise,
while in bad economic times, businesses would always have to
advertise. Thus, the remark was offered quite seriously by
a Texas publisher that newspapers were discovering they were
not immune to recession.103 In fact, Garneau wrote in
December, 1988, that newspapers were generally enjoying

"healthy profits,™ and that total newspaper circulation in

103
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found reason for concern in "long-range problems" of
changing demographics, patterns of behavior and business
trends."lou Thus, some of the change that is occurring may
tale place unnoticed. For some publishers, on the other
hand, change and uncertainty have been obvious. Charles
Claybaugh, publisher of twin weekly newspapers in Utah, is
one such publisher., He contends that "...many small

newspapers in this country are in financial trouble" for

reasons like those that besleged the Box Elder News and Box

Elder Journal. Claybaugh was forced to merge the papers

into a single once-a-week publication as a result of

skyrocketing postal distribution costs and intense and

escalating competition from direct mail publieation
105
advertising (a rapidly rising industry that poses a

serious threat to newspaper ad revenues, according to a top
106

executive in a large, U.S. advertising agency. ) A 1984

study of the impact of a recession on small business, by

Churchill and Lewis, offers bad news and good news to small
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business executives. The bad news from the study is that
small businesses are "particularly vulnerable" to hostile,
external forces in bad economic times. For example, the
researchers found that 77 percent of the respondents to
their survey indicated that high interest rates and general
economic conditions had hurt sales; 80 percent indicated
profits had suffered. The good news 1s that small
businesses could be more flexible than larger organizations
in reducing the impact of such conditions. The bottom line,
however, 1s the finding that "companlies perceived virtually
no difference in the degree to which Interest rates or the
economy had affected them, regardless of their size,
economic sector or location in the U.S."107 Similarly, Judd

and Lee reported that the recession of 1980 had hurt small

businesses, as evidenced by a drop in numbers of employees
108

and efforts to generally trim overhead.
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In light of this, the following hypothesis is
presented:

H1: Iowa newspaper publishers and managing editors
percelve change and uncertainty in their
environment.

Because publishing frequency 1s largely a function of
the advertising base within the publication's market area
and the advertising revenues that this market generates, it
stands to reason that, 1n general, newspapers with greater
frequency of publication serve a larger, stronger, more
diverse market than newspapers that publish once a week.
Similarly, circulation generally (but not always) reflects
the size of the newspaper's market area, since community
newspapers tend to serve épecific geographic market
segments. This would suggest that weekly newspapers and
newspapers with the fewest paid subsecribers would perceive
the greatest threat from the negative consequences of a
turbulent, even hostile business environment.

Therefore, the first hypothesis 1s further elaborated
with the following proposalss

Hl-a: Iowa weekly newspaper managers perceive
a higher degree of environmental
uncertainty than do managers of Iowa
newspapers that publish more frequently.

Hl1-b: The smaller the newspaper's circulation,
the greater the degree of perceived
uncertainty.

Mulford et al. proposed the following five possible
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sources of uncertainty: customers, suppliers, competitors,
social-political factors, and new technology. They found
that customers were the source of most uncertainty, while
suppliers and social-political factors caused the least
uncertainty for the Iowa business managers they surveyed.109
Similar to these uncertainty factors is the list of critical
problems identified by rural entrepreneurs in the Hoy and
Vaught research (presented in order from most often cited to
least often cited: problems related to employees, financial
management, governmental regulations, markets (customers),
general management, economic conditions, and technical
matters.11o Though the lists are not identical and neither
was drawn from the newspaper Industry, it appears likely
that many of these same factors could be sources of
uncertalnty for newspapers. Drawing upon the two lists and
from this researcher's publishing experience, eight possible
sources of uncertainty in the newspaper industry were
proposed in the research instrument. The eight possible
Sources are 1) employers; 2) suppliers/jobbers; 3)
customers; 4) competitors; 5) government; 6) local economic

conditions; 7) state, national, or other economic

conditions; and 8) changing technology.

109
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The fact that community newspapers most often serve
geographically defined market segments means that
newspaper managers would likely be most alert to uncertainty
within the newspaper's particular geographic market segment.
Thus, the following hypothesis 1s proposed:

H2: TIowa newspaper publishers and managing editors
regard local economic conditions as the major
source of uncertainty among eight possible sources
listed.

This second hypothesis, too, is elaborated to reflect the
differences of market size, strength and diversity:

H2-a: JIowa weekly newspaper managers perceive a
higher degree of uncertainty in the local
economy than do managers of Iowa newspapers
that publish more frequently.

H2-b: The smaller the newspaper's circulation,
the greater 1s the degree of uncertainty
that will be perceived in local economic
conditions.

Uncertainty is likely to be perceived as emanating from

a number of sources. The degree of uncertainty posed by any
single factor is likely to change as the environment

changes. Suppliers and jobbers, for example, would likely
have been regarded as a major source of uncertainty to
newspapers during the newsprint shortages of the 1970s. Now,
however, relatively stable prices, steady supplies and
upgraded manufacturing facilities by a number of paper mills
have eased this concern. Other supplies and material costs

have also become more settled. Film and phototypesetting

papers, which require silver to produce the photographic



41

emulsions, took rapid, double-digit price increases when
silver prices skyrocketed in the early 1980s. Silver prices
later plummeted and film costs began to moderate.
Concurrently, the introduction of computer publishing and
laser printed output reduced the dependence of the newspaper
industry upon phototypesetting materials. This allowed
newspaper managers to further control costs and at the same
time reduce uncertainty. Postage costs (especially for
newspapers distributed by second class mail and those with
third class advertising publications) and insurance costs
have been the notable exceptions to the trend of more
predictable costs of doing business. Postal services would
probably not be regarded by respondents as something they
obtain from a supplier or jobber (though uncertainty about
postal costs might be attributed to governmental sources).
Insurance might also be ocutside the usual scope of what a
newspaper manager would think of in considering suppliers
and jobbers. Finally, uncertainty from suppliers/jobbers is
apt to be minimized by contractual agreement and perceilved
mutual benefit. Therefore, the following hypothesis is
proposed:

H3: Iowa Newspaper publishers and managing editors

perceive suppliers/Jjobbers as the source of least
uncertainty among eight possible choilces listed.
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Perceptions of Current Economic Conditions

A second general area of inquiry will focus
specifically on attitudes that Iowa publishers and managing
editors hold toward various segments of the economy and the
newspaper industry. The research of Burgoon et al. provides
some basis for prediction. It would suggest that despite
some ominous signs, newspaper professionals would be more
inclined to be optimistic than pessimistic.111 It seems
likely, however, that attitudes would be less optimistic in
a state as hard hit by the farm crisis and deep recession as
Iowa has experienced. A 1984 study of small real estate
firms in Georgia, where competition from large, franchised
brokerages has put intense pressure on smaller,
independent firms, and where this has been happening within
the context of an industry subject to "wide swings in market
conditions," found the larger percentage of respondents (39
percent) were pessimistic (said the future would be "tough,"
"not very good"), as opposed to 36 percent who regarded the
future as "good," or "excellent."112 This gloomier outlook

would likely have characterized survey responses had this

survey been completed in 1985 or 1986, before economic

111
Burgoon, Bernstein, Burgoon, and Atkin, 15-19.
111
Thomas Neil, "Distinctive Competence: A Marketing
Strategy for Survival," Journal of Small Business
Management, 24, No. 1 (January, 1986): 17.
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indicators began to offer some reason to hope for a general
economic upturn in Iowa. However, by the summer of 1988,
some improvement seemed to be emerging, and with it, the
attitudes of many Iowans improved, too. Still, doubt about
the chances for a sustainable recovery lingered and the
summer's severe drought played upon the fears of many
Towans, especially those living in rural areas and small
towns. All of this is to say that attitudes may be a bit
tentative. Whatever their sentiments, Iowa newspaper
managers are apt to be restrained in expressing optimism or

pessimism. Therefore, the following hypothesis is proposed:

HY: Iowa newspaper publishers and managing editors
rate the current Iowa economy "fair."

The finding by Churchill and Lewls that recession seemed %o
have a similar degree of effect upon all small businesses "
would suggest that Iowa newspaper managers would report
having experienced similar difficulties as a result of the
state's troubled economy of recent years. However,
additional forces have worked to exacerbate the situation in

smaller towns, especially the loss of trade to regional

shopping malls that has been extensively reported by

113
Churchill and Lewis, 6.
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114
Stone. A study by Jackson suggests that Americans have
developed such a psychological attachment to a suburban
étyle of living that they are no longer choosing where to
live on the basls of their jobs, but now on the basis of
shopping and convenient transportation.115 While Jackson's
study involved suburban residents, Stone's research and this
researcher's experience of living in small Iowa communities
suggests that rural Iowans have developed a similar
preference for a "suburban" lifestyle and mall shopping.
What's more, in terms of a revenue source for the newspaper
industry, fully half of all retail businesses are located in
shopping malls.116 Since a major portion of all newspaper
revenues consists of retail advertising, it stands to reason
that newspapers in larger communities with shopping malls
have benefited from the consumer's move to mall shopping,

while smaller newspapers, in towns without a shopping mall,

have seen a deterioration of their local advertising base

114
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(and thus local advertising revenues) as shoppers desert
small town main streets for the city shopping malls.
Further, a possible drought would have the most immediate
impact upon smaller, rural towns and would cause most worry
among farmers and people in small towns. The following
further elaboration of the fourth hypothesis is therefore
proposed:

Hi-a: Iowa weekly newspaper managers give the
current Iowa economy a more negative rating
than do managers of newspapers that are
published more frequently.

Bli-b: The smaller the newspaper's circulation,
the more negatively the manager rates the
current Iowa economy.

The same pattern of reésoning would seem likely to

apply to how Iowa newspaper officials regard their current

local economy. Thus:

H5: Towa newspaper publishers and managing editors
believe the economic condition of their local
communities is "fair."

H5-a: Managers of Iowa newspapers published more
frequently than once a week rate their
local economy more positively than do Iowa
weekly newspaper managers.

H5-b: The smaller the newspaper's circulation,
the more negative the rating of local
economic conditions.

H6: Publishers and managing editors of Iowa newspapers
published more frequently than once a week rate
the economic condition of their newspaper as
"good."
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H7: Publishers and managing editors of Iowa weekly
newspapers rate the economic condition of their
newspaper as "fair."

H7-a: The smaller the newspaper's circulation, the
more negatively the manager rates the
newspaper's economic condition.

Flve-Year Outlook

Several indicators of an economic recovery had begun

to emerge in Iowa by the time of the August, 1988, survey
mailing. This would tend to nurture a cautious optimism
among Iowa residents. And though fear of negative economic
impact from the summer's drought was being voiced, it is the
author's assumption that Iowa newspaper managers generally
would regard that as having short-term 111 effects at

most. It would not iikely override the hope for a better
future in coming years. And, too, many Iowa newspapers are
produced by independent, owner-publishers. It seems likely
that to be an entrepreneur--an owner of a small business--
requires at least a degree of underlying optimism. Given
the economic considerations just discussed, this additional
hypothesis will be tested:

H8: Iowa newspaper publishers and managing editors
believe the Iowa economy will improve in the next
five years.

Unlike previous hypotheses dealing with attitude toward

current economic conditlions, the focus of the eighth

hypothesis is upon future conditions. As such, this
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hypothesis calls for an evaluation of outlook, either
optimistic or pessimistic, not simply a positive or negative
assessment of present influences. While it seemed
appropriate to propose that publishing frequency might be
correlated with attitudes toward current conditions, the
author believes that optimism (or pessimism) is equally
likely to be held by managers of weekly newspapers, more
frequently published non-dailies and dally newspapers. It
seems probable, though, that the hostile economy of the
1980s has done the greatest lasting damage to the very
smallest communities. But even from these smallest of
towns, the newspaper often serves a larger market area that
encompasses other, neighboring small towns. Thus, it seems
reasonable to suppose that it is neither frequency of
publication nor size of community, but circulation that may
most directly mediate outlook, concerning local or state
economic conditions or the newspaper's future. Therefore,
Hypothesis 8 is elaborated as follows:

H8-a: The smaller the newspaper's circulation, the

more pessimistic the manager 1is about
Jowa's future economy.

Similarly:

H9: Iowa newspaper publishers and managing editors

believe their local economy will improve in the
next five years.

H9-a: The smaller the newspaper's circulation, the

more pessimistic the manager is about the
local economy.
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H10: Publishers and managing editors of Iowa newspapers
think their newspapers will do better in the next
five years.

H10-a: The smaller the newspaper's circulation,
the more pessimistic the manager is about
the newspaper's future.

Hypotheses Ub, 5b, Ta, 8a, 9a, and 10a all predict that
attitudes will be determlined, in part, by the size of the
paper's paid circulation--an assoclation noted by Burgoon et

17
al. Because their research considered only daily
newspapers and was based on a nationwide sample, however,
the relationships between circulation and attitude
predicted in the research presented here differ from the
findings of Burgoon et al. The Burgoon study would suggest
that two additional relevant variables--the respondent's age
and gender--are significantly assocliated with attitude.
Thus, the following hypotheses are proposed:

H10-b: The younger the respondent, the more
likely he or she is to be pessimistic
about the future of the newspaper.

H10-c: Female respondents are more likely to
be optimistic about the future of the
newspaper than are male respondents.

The tough economic times that prevailed throughout Iowa

and much of rural America during the farm crisis of the

1980s have had a disproportionately large impact on the

17
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smallest communities. The loss of any single business in a
very small town 1s often a greater blow to its economy than
the loss of a similar business in a larger c¢ity. Managers
of Iowa newspapers that have suffered greatest harm from
this are likely to percelve that not all of the newspapers
in the state have been so adversely affected. Thus:

H11: Iowa newspaper publishers and managing editors

who rate the economic condition of their
newspapers as "fair," or worse, believe the Iowa

newspaper Industry in general is dolng better
than their newspaper.
And, although newspaper managers will likely perceive
differences in the impact of economic conditions on
newspapers across the state, they will probably perceive the
differences in terms of circulation. Therefore:
H12: Iowa neﬁspaper publishers and managing editors

belleve newspapers with circulations similar to
theirs are in the same economic condition as theilr

newspaper.
Sales, Circulation and Employment Trends

The turbulent 1980s are predicted to have had some

significant impact on newspaper financial statements. The
following hypotheses are proposed:

H13: Overall sales and advertising sales trends
reported by Iowa newspapers for the 1980s
reflect little or no growth for the period.
H13-a: The smaller the newspaper's circulation,

the more negative are the advertising and
overall sales trends.
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One result of the farm crisis years in Iowa has been a
much publicized loss of state population. This, along with
tighter family budgets, suggest the following hypothesis:

H14: Circulation trends reported by Iowa newspaper
publishers and managing editors are declining.

Hil-a: The smaller the newspaper's circulation
to begin with, the greater the percentage
of circulation loss has been.

Since employment 1s regarded as a good indicator of
an organization's economic health, it 1s reasonable to
assume that employment has been effected by economic
conditions. Thus:

H15: Iowa newspapers had fewer employees in June, 1988,

than in June, 1980.

Because the farm crisis has. been most cruel to the smallest,
rural communities, one could conclude that smaller papers
would provide evidence of the greatest drop in employee
numbers since 1980. Two factors would tend to contradict
that notion, however. First, small newspapers have
generally operated with very limited staff numbers, and thus
if the newspaper has survived it has had very few non-
essential people to eliminate. Second, a comment by
Greenfield, Iowa, publisher Ed Sidey, may typify small
newspaper owners/managers. Sidey told an interviewer, "I'm
not a good businessman, you see. I had people that I felt a

loyalty to, to keep them on and not cut back their hours.
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So I was borrowing mon?¥8to meet payroll and newsprint costs
and things like that." To therefore predict that the
largest papers would reflect the greatest employment
cutbacks might also be an error. Some larger cities in
Iowa--those least directly dependent upon agriculture or ag-
related manufacturing--have fared much better in the 1980s
than have other, similar-sized cities with large ag-related
industries (Waterloo and the Quad Cities with John Deere,
for instance). If the local economy has remained strong,
newspaper revenues would tend to remain strong. Conversely,
a weak local economy, whether in a large city or small town,
is bound to have a negative impact on newspaper
revenues. It seems likely, therefore that employment
cutbacks would be most evident among newspapers in the
cities in between--neither the largest nor the smallest, but
in medium sized communities where agriculture still has a
more direct impact and where better economic times in
previous years may have allowed publishers to expand staff
numbers. Thus, this hypothesis is also presented:

H15-a: Iowa newspapers in "medium-sized”" cities most

reflect decreases in employee numbers during
the 1980s.

118
Hoyt, 36.
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Business and Financial Record-Keeping

If Iowa newspapers have been fighting a financial
battle, or perhaps been engaged in a fight for survival in
some instances, the question arises whether managers of
these newspapers have taken steps to win the battle. An
essential first step is for managers to know the condition
of their business--to receive and be able to interpret
timely business financial records. Hazel and Reid offer a
lengthy 1list of prerequisites for success in business.
Topping the 1list are timely income statements, cashflow
statements, balance sheets, and a series of management
ratios (expenses to sales, current ratio, liquidity ratio,
return on investment), and the imperative to understand and
monitér accounting transactions.119 None-the-less, the
literature abounds with testimony to the fact that small
business managers are notoriously poor record-keepers, that
many do not have the skills needed to understand even basic
financial documents, nor do they care 1in many cases. Hazel

and Reid write, "Half the trouble, of course, is that we

don't want to know bad news," though carefully kept business

119
A.C. Hazel and A.S. Reid, Managing the Survival of

Smaller Companies (London: Business Books Limited, 1977):_8-
15, 57.




53

records can often reveal early symptoms of business
problems. Hazel and Reid urge watchful attention to such
records in order to detect problems while they are
correctable, and in order to correct weaknesses before
competitors recognize and exploit them.120 Perhaps not
wanting to know the "bad news" and the consequent
inattention to record keeping explain the findings of
Siomkos and Shrivastava that, "Organizations in crisis are
characterized by unrealistic perceptions, deficiency of
perceptual capacities and attribution of problems to their
environment." These flaws cause struggling businesses to
overlook methods, ideas and people that could help managers
overcome problems, according to the two r-esear-cher's.121 But
hiding from an unpleasant truth won't make it go away, even
if hiding has managed to postpone the day of reckoning with
the problem. Siomkos and Shrivastava write, "Organizations
in declining environments are not able to escape the basic

122
truth that environmental benevolence 1s not everlasting."

120
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for Declining Businesses-~Survival in the Fur Business,"
Long Range Planning, 20, No. 6 (December, 1987): 85.
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The literature therefore suggests another hypothesis:

H16: A majority of managers of Jowa newspapers do not
receive regular and timely (monthly) financial
records (balance sheet, income statement, cash
flow analysis, formal budget, formal sales
forecast).

Planning and Forecasting

Though the literature does not clearly establish a link
between formal long range planning and financial performance,
planning is still regarded as an essential managerial
function in business. Planning can help answer questions
relating to hiring, pay scale, plant or office expansion,
new technology, growth trends and opportunities, profit
levels, adding or dropping products or services, making
acquisitions or divesting enterprises.123 Steiner adds that
profit stability, sales growth and efficiency, capital
expenditures, inventory, research and development and cost
reductions can all be enhanced directly by planning, and
that ancillary benefits also occur, such as better
communication within the organization, early problem

detection, focus being directed toward principal

determinants of the business, and establishment of a

123
William P. Anthony, Practical Strategic Planning: A
Guide and Manual for Line Managers (Westport: Quorum
Books, 1985) 8,9.
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124
structure to allow values to be Interjected and tested.
Cartwright's research suggests that the benefits of planning
are contingent upon the type of problem planning is asked to
address. Cartwright describes "simple" problems that are
"fully closed," i.e., "fully understood in both thelr scope
and thelr detail," to which planning can provide the "right
answer." For "compound" problems--those with well
understood individual components but where relationships
between various components of the problem cannot be
anticipated-~planning can offer multiple solutions and
answers to parts of problems. With "complex" problems--
often involving conflicting values, all relevant factors can
be identified but all factors cannot be analyzed--
planning can lead to making improvements. And for "meta®
problems--where "neither their full scope nor their detailed
nature 1s understood"--planning provides a continuous
process for making decisions and moving in a desired general

125
direction. Though planning during times of uncertainty

124
George A. Steiner, "Making Long-range Company
Planning Pay Off," California Management Review, 4, No. 2
(Winter, 1962): 39,40.
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126
may at best be "incremental and tentative," as Ellis and
Mintzberg127 describe, planning offers the advantage of
reducing uncertainty and facilitating a thoughtful approach
to problem-solving, setting direction, providing consistency
and defining the organization.128 Fry and Stoner add that
Planning serves to motivate members of an organization and
enables managers to skillfully adapt to a changing

129 130
environment. Planning reduces reactive problem solving.
Kennedy, Loutzenhiser and Chaney identify planning as one of
four key management requirements for small businesses (along
with accounting/financial functions, marketing and resource
management). They describe deficlencies in these skills as
managerial Incompetence, which they say produceg "more small
131

business failures than any other cause.” Therefore,

planning remains a vital part of running a successful small
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business. And small business operators recognize that
planning is a noble intent. Orpen warns, in fact, that
researchers surveying small business managers about planning
habits might expect respondents to exaggerate "both the
amount of time they spend on planning and its impact on the
firm's performance" because planning 1s regarded as a
desirable management activity.132

Yet the literature is unambiguous in stating that most
small businesses do little or no formal planning. Steiner
recites a litany of typical objections to planning by small
business managers (planning is for big companies; nobody can
forecast the future; it's too complicated; there lsn't time;
the plans might fall into the wrong hands; it's best to
do your planning in your head; etc.).133 Golde has found
that small business managers tend to be "present-focused and
uneasy about the future," so they shy away from "grappling
with tremendous uncertainties” that planning would confront.
He adds that planning is also put off because it would take
place "in the inherent fear that the conclusions which may

emerge will be rather dismal." And Golde says small

business operators find that getting started is the most

132
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133
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134
difficult part of the planning process. Unni writes,

"Among the barriers to planning, lack of planning knowledge
135
is the most serious obstacle...." In view of this legion

of obstacles to planning and the weight of evidence to

suggest that small businesses do not plan, the following

hypotheses are offered:

H17: The majority of Iowa newspaper managers do not
have a written long range business plan.

H18: The majority of Iowa newspaper managers do not
have an informal (unwritten) long range plan.

H19: The majority of Iowa newspaper managers rarely
spend time engaged in long range planning.

H20: The majority of Iowa newspaper managers will
report usually or always spending some time doing
short term planning.

H21: The majority of Iowa newspéper managers place
greater value on short term planning than on
long range planning.

Forecasting is an inextricable part of planning. Preparing a
sales forecast is regarded as the first step in the overall
formal planning process by a number of researchers including

136
Wacker and Cromartie. Because of this close relationship
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between forecasting and planning, the following hypothesis

1s presented:

H22: The majority of Iowa newspapers will not prepare
written sales forecasts.

Short term forecasts are relatively easy to prepare and can
often be extremely accurate. A short term forecast is also
very useful in carrying out virtually every aspect of the
management function (from production scheduling to managing
personnel, antleipating profits or losses, monitoring cash
flow, and evaluating outcomes). Thus, forecasting--at least
in its most basic form, i.e., informal, short term
forecasting--is a virtual necessity in any type of business.
Publishers and managing editors must have some means of
determining what lies ahead if they are fo manage at all.
Experience as an owner/publisher prompts this researcher to
suggest that an informal, thirty-day sales forecast would be
the bare minimum that even a "non-planner™ could get by on.
In that light, the following hypothesis 1s offered:

H23: The majority of Iowa newspapers will forecast sales

informally for at least one month ahead.

Because evidence exists on both sides of the question
of whether there i1s a positive relationship between planning
and performance, this possible linkage will be examined.

Based on the inconsistency of findings on this issue, the
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following 1s hypothesized:

H2Y4: Performance of Iowa newspapers that engage in
formal long-range planning will not differ
significantly from the performance of newspapers
that are not planners.
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CHAPTER III: METHODOLOGY
A focus group comprised of three Iowa newspaper
publishers, a former publisher now representing the Iowa

Newspaper Foundation, the director and assistant director of

the Iowa Newspaper Association, and the author met for two
hours in Ames on May 18, 1988, to provide initial directions
for this research.

Four major toplcs of interest emerged from the focus

group discussion:

1) attitudes held by Iowa publishers concerning the
state and local economy and the future of their
newspapers ;

2) enterprises Iowa newspapers were engaged in or
cénsidering as means of increasing revenues and
profits;

3) basic management préctices of Towa newspapers
(especially record-keeping and planning) necessary
to chart a survival course in difficult economic
times; and,

4) key outcomes such as trends in sales, circulation

and employment.

The author and members of the focus group shared the

opinion that while answers to these questions might be

obtained by surveying a random sample of the Iowa Newspaper
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Association membership, it would be preferable to seek input
from all 354 member newspapers. Participants agreed with the
author's suggestion that a mail survey would be the best
means of reaching this number and posing a series of wide-
ranging questions in each of the four topic areas. This goal
was made possible by a grant from the Iowa Newspaper
Foundation. The grant paid all postage costs for both a pre-
test of the survey and the actual survey mailing, provided
material supplies and use of equipment to photocopy the
survey forms, and provided INA staff assistance with
production and mailing of the survey forms. The total value
of this grant is estimated to exceed $1,500.

Using the focus group input, the author began the
process of writing the survey instrument. An initial draft
was discussed with the INA director in mid-July, minor
revisions made to eliminate possible ambiguity or
misinterpretation, and on July 28, 1988, after obtaining
necessary approval from the Iowa State University Human
Subjects Committee, the survey was mailed to the 103
newspapers in the eastern one-third of Nebraska.

The Survey Instrument

Of the four topic areas, questions concerning the

economy and the future were regarded by focus group

participants as those that would generate greatest interest

among Iowa publishers. At the same time, these were
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questions of opinion, so while respondents might be likely
to feel some anxiety about the economy and the future,
respondents would be unlikely to find it threatening to be
asked to offer opinions on these issues. The author
therefore followed Babbie's guidelines for beginning with
the most interesting and non-threatening questions137 and
selected this toplc area to address first in the survey. A
series of questlions was developed using a Likert-like
response format in order to ascertain both the types of
attitudes publishers held concerning the economy and the
future, and the extent to which publishers held these
attitudes.138 Respondents were asked questions that focused
on five areas of the economy: 1) the state's economy; 2) the
economy in the newspaper's local community; 3) the economy
of the newspaper industry in Iowa; 4) the economy of Iowa
newspapers with about the same paid circulation as the
respondent's newspaper; and, 5) the economy of the
respondent 's particular newspaper. The survey asked
respondents to generally rate the current condition of each

area of the economy, using a five point scale from very good

to very poor. Similarly, using response choices ranging from

137
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"much better" to "much worse," respondents were asked to
rate how they thought each area of the current economy was
doing this year compared to a year ago, and to rate how they
thought each area of the economy would do during the next
five years. Respondents were also asked to indicate the
extent to which their newspaper profitabllity was effected by
the condition of the local economy, the state economy, and
the condition of the newspaper industry in Iowa. A five-
point scale ranging from "no effect" to "very strong effect"
was provided for these responses. Attitude response
Selections were pre-coded using a consistent numbering
system. A "1" indicated the most negative response; a "5"
indicated the most positive response. The order of the
response selection was varied, howeveé, in order to avoid
the possible bilasing effect of always indicating either the
most positive or most negative choice first.

Section II of the questionnaire addressed the types of
enterprises in addition to producing a newspaper in which
respondents' firms were engaged. An initial question
(question number 19) listed possible enterprises that might
be typical sidelines of newspaper firms (commercial web
printing, general commercial printing, sale of office
supplies, etc.) and a number of other enterprises that would
reflect either innovative adoption of new technologles

(operating a cable tv channel or low power tv station,
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producing video films, etc.), or diversification into less
traditional but somewhat related enterprises (operating an
advertising agency, offering consulting services, selling
graphic arts supplies or services, etc.). Of course, the
1list of possible enterprises was not exhaustive, but was
develéped from the author's knowledge of the newspaper
business and from enterprises cited by participants in the
focus group. The survey questionnaire's response matrix
permitted respondents to circle a zero for each enterprise
that did not apply (was not part of his/her newspaper
operation), or a response choice from one to five to
indicate the importance of enterprises that did apply.
Response cholces ranged from "nqt at all important" to
"extremely important.™ 1In addition to the enterprises
listed, opportunity was provided for respondents to include
and rate other enterprises. This provided a means of
including any enterprises that might have been overlooked
and also innovative enterprises that neither the author nor
members of the focus group had anticipated.

Question 20 repeated the 1ist of enterprises, but this
time asked respondents to indicate whether they had added or
dropped any enterprise since January 1, 1980. A third
response category was "neither,"” to permit respondents to
indicate which enterprises they had neither added nor dropped.

Question 21 asked respondents to indicate on a five
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point scale how successful each of the enterprises was for
their business. Response choices ranged from "“very
unsuccessful” to "very successful." An alternative response
choice of "can't tell/does not apply" was also provided.

Section II also included questlions about the extent to
which newspaper managers were contemplating adding or
dropping particular enterprises, which ones, their reasons
for considering such a change, and how likely respondents
were to follow through on these thoughts.

Question 30 addressed directly the sources of
environmental uncertainty for Iowa newspaper managers. The
response selections were adapted from those used by Mulford
. et a1.139 and the "eritical problems" confronting rural
entrepreneurs listed by Hoy and Vaught.1u0 These categoriles
have been previously elaborated in the discussion
accompanying Hypothesis 3 in Chapter II of this thesis.

Thirty-three possible strategies for strengthening the
financial performance of respondents' newspapers (Question
31) were drawn from the focus group discussion, from the
author's newspaper management experience, and from the

literature about small businesses. Some possible strategies

represent extreme conservatism., Examples include, "Keep

139
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doing what you're doing now," and "Concentrate on serving
this newspaper's present advertisers and do NOT jeopardize
their loyalty by soliciting ads from other clties." Schuman
has described small business managers as often resistant to
change.1u1 Tinsley and Arnold found that some small town
retailers were too riglidly set in thelr ways to make changes
that would benefit them when possible corrective action was
pointed out to them by consultants.1u2 This reluctance to
accept advice from "outsiders" is consistent with Hoy's
finding that among small business managers who admitted
facing serious problems, only 35 percent would welcome
assistance in solving them.1u3 Ellis reports that hostile,
unstable environments foster an inélination toward
conservatism by many managers.1uu Neil noted that despite
serious environmental threats to their survival, many small,
independent Georgia real estate brokers continued "doing the
things they have been doing for years, operating as if

145
changes had not occurred in the market place.” And in
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research that found many small firms clinging to strategies
produced a poor return, Dess and Davis offered the possible
explanation that scarce resources and the high risk
associated with strategic change were strong obstacles to

146
change. Some strategies proposed in question 31

represent strategic change. Such alternatives as "Add
general commercial printing," or, "Buy or start a specialty
publication," suggest a direction of innovationm and
expansion. Others, like "cut back or eliminate web
printing," and, "trim staff numbers to control costs,"
represent change in the opposite direction. However, to
indicate a change in the direction of discontinuing an
enterprise may not suggest conservatism or retrenchment.
Rather, approval for such a strategy may be an indication
that a respondent believes that some type of dynamiec,
strategic repositioning is needed.

Section III of the questionnaire deals with record-
keeping and planning. Only the most basic record-keeping
tasks were identified (balance sheet, income statement,
cashflow analysis, formal and informal budgeting and sales
forecasting) because it seemed likely from the literature

and from the author's experience in the industry that more
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sophisticated accounting processes would probably be
unfamiliar to most respondents, and to include them would
probably cause many recipients to leave the survey
unfinished.

Questions concerning planning defined short-term
as "one day to one week at a time." Intermediate planning
was defined here as planning for "more than a week, up to
three months." And long-range planning was defined as
"planning for more than three months." This differs from
usually proposed definitions, although hard and fast
criteria for such terms apparently have not been determined.
For instance, Kallman and Shapiro1n7 and Neilm8 have each
defined long term planning as that which covers a period of
more than one year ahead. Kzrger and Malik define long-range
as a minimum of five year's.1 ’ Perhaps Steiner sums up this
problem best with a reference to a remark by Abraham
Lincoln, who, when asked how long a man's legs ought to be,
replied, "Long enough to touch the ground.”" Stelner says
the planning time span should cover the period encompassing

150
important financial commitments and their payoffs. The
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author's decision to define each time span as unusually
brief is based on his observation that a lack of planning
characterizes much of the community newspaper industry.
In the author's judgment, discussing longer planning
horizons would very likely cause survey recipients to
regard the questions as totally irrelevant. This shorter
time frame 1s also consistent with the recommendation of
Robinson and Littlejohn that small business planning needs
to be for relatively shorter time periods and not involve a
lot of paper'wor'k.151

Questions in sections IV and V of the questionnaire
dealt with employment trends and sales trends. There were
two primary reasons for including this series of questions.
First, tracking employment and sales trends through the
turbulent 1980s would seem to have face validity as an
indicator of how newspapers have been faring. Large
increases in employment would be an unexpected indicator
that business was good. Similarly, significant sales
increases would be an unexpected signal that newspapers had
escaped the brunt of Iowa's economic distress in the early
and mid-1980s. Circulation trends are, in part, a sales
trend, but an indicator, too, of the general health of a

newspaper. Significant declines might be an omen of a
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deteriorating market or product quality or both. A sizable
gain would defy Iowa's downward population trends,
indicating the newspaper is either serving an exceptional
growth market or is aggressively expanding 1its news coverage
and readership area. Stable circulation figures would be
positive in the sense that these would indicate a newspaper
was somehow holding its own, despite the downward population
trend.

The second reason for seeking employment and sales
trends is that they have been identified in several studies

as acceptable indicators of performance. Robinson and

Littlejohn chose sales growth, employee numbers and
152
profitability to measure performance. Davig chose

revenue (sales) growth and profit growth to mark
153
performance. Bracker and Pearson measured performance
154
based on revenue growth and entrepreneurlal compensation.

And Pearce, Robbins, and Robinson used return on assets,
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return on sales, sales growth, and a composite indicator
referred to as "overall performance."155 The author of this
study believed that some of the indicatofs used by other
researchers would be very difficult to obtain from Iowa
newspaper managers, and would likely cause the survey
response rate to fall. Support for this assertion can be
found in numerous studies of small businesses. Unni

encountered this problem and wrote that,

Though confidentiality of responses was assured,
the pretesting of the questionnalre revealed an
unwillingness of small businessmen to specify their

156
profit and sales over the last few years.

As a result, Unni was able to determine only the

fespondents' overall satisfaction or dissatisfaction with
157
their firms' performances. Davig also encountered

reluctance among small business managers to report profits,
but found that they would report annual sales, sales growth
158

and a percent growth or decline in pre-tax net. Dess

and Robinson noted that while small firms will not
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consistently provide objective performance data-~that owners
and managers of privately-held firms severely restrict such
information--the officials were willing to provide a
subjective and relative measure of performance. They
further found these subjective measures to be consistent
with actual performance in cases where objective data were
made available to the researehers.159 The author found the
methods used by Cramer,160 and Mulford et al.161 to provide
the most satisfactory means of measuring performance of Iowa
newspapers. In those studies, a base year was established
(1983) and assigned an arbitrary index of 100. Respondents
were to then indicate sales trends by noting gains or losses
in subsequent years as an appropriate point above or below
the 100 base year index. The author adopted this means of
obtaining information on financial performance.

The flnal section of the questionnaire sought
demographic information. This section was placed last, as

162
recommended by Babbie.

159
Gregory G. Dess and Richard B. Robinson, Jr.,
"Measuring Organizational Performance in the Absence of
Objective Measures: the Case of the Privately-held Firm
and Conglomerate Business Unit," Strategic Management
Journal, 5, No. 3 (1984): 266.
160
Cramer, 16-18.
161
Mulford, Shrader and Hansen, 29-30.
162