Fairtax’s objections to Rinehart are self-contradictory

Peter
Costello

would like to see Australia have
more newspapers, not fewer. It
would be a great pity if Sydneyor
Melbourne become a one-paper
town like Brisbane, Adelaide or Perth.
Itis good to havediversity of opinion.
But Iam notso dedicated to the idea
of press diversity as to plough mylife
savings into media stocks. Anyone
looking at media stocks will know by
now that they have been inlong term
decline. When Rural Press merged into
Fairfaxin 2007, the price was over $5.
Yesterday the share price was about 60
cents. Think ofthat. You can nearly buy
three shares for the price of one paper.
Sointhe current climate of
retrenchments and plant closures,
what does a newspaper company
need more thanever? It needs owners

who have deep enough pocketsto
stickwithan investment that is not
necessarily going to give thema
short-termreturn. Ifthe loyal reader-
shipwas prepared to buyup the stock
to keep the papers unchanged then
the problem would be solved. But
theyaren't. Sowhen someone comes
alongwho is prepared to putabit of
money on theline they deserve to be
treated with respect.

Theobjection to Gina Rinehart is
that she is the wrong type of person
becausesheis, afterall, aminer. Well,
sowas David Syme who came to
Australia to dig for gold and made
enough to buyinto the insolvent
Melbourne Age and run it for the next
50 years. Mining has been one of Aus-
tralia’s great internationally competit-
iveindustries and has funded awhole
lot of other enterprises.

Inany other company a shareholder
who had near 20 per cent would be
entitled to board representation— not
control, but certainly substantial rep-
resentation. [ carefullyread the
board's statement of June 29, which
explained its objections to Rinehart
joining the board -there were two, but
theywere not consistent.

The firstis that she is seeking con-
trol without paying a premium. The
second is that she has not signed the
Charterof Editorial Independence.

Letus suppose Rinehart makes a
bid that contains a control premium.
Will the directors recommend it? Ifit
is high enough, of course they will.
They are notgoing to die inaditch for
acharter of no legal effect. The board
doesnot pretend that the only people
who can buyFairfax shares are those
who havesigned a charter. Hedge
funds and speculators are trading
these shares every day.

The board puts its charterargu-
mentanother way. Itsays thatifthe
charter goes, the readership will go. It
isaninteresting hypothesis. A pro-
spective owner would dowell to think
aboutit. Butiftheydonotsign the
charterand the readership walks, who
is going to suffer the loss? Why, the
new ownerwill, of course. They might
thank the board for drawing the risk to
theirattention and decide to take
theirchances.

Alongside owners with deep pock-
ets, anewspaper needs readers.
People willbuy it if the quality of the
product is good. This does not turnon

If the readership was
prepared to buy stock
to keep the papers
unchanged, the problem
would be solved.

charters but the quality of the writers.
In my view the broader the stable of
writers, the broader the audience. This
is the strongestdiscipline on anew
owner. If they narrow the readership
theywill kill off their owninvestment.

What the Fairfax board is really say-
ingis it wants a better price. It would
like the charterifthat came along for
no significant cost. Butat a suitable
price these directors will sell; charter
orno charter.

Dearjournalists and readers, do not
get too misty-eyed about these direct-
ors. Theywere notappointed for their
political views. They do not come
from a long background in the news-
paperindustry. They do not represent
a particular editorial line. They are

professional directors, Theyare
appointed to maximise shareholder
value. And their biggest risk, if current
interest wanes, is that the share price
could go lower.

Idid not sign the recent letter of
“eminent people” who wrote in sup-
portofthe Fairfax Charter of Editorial
Independence. Inoticed that the
owner of The Monthly, Morry
Schwartz, did. He makes no effort to
publish a diversity of views in public-
ations that he owns. When his editor
preposed to publish an article by me
inresponse to one by Kevin Rudd, she
was not allowed to do so. Itisnotmy
idea ofeditorial independence.

But The Monthlywill never be a mass
circulation paper. Ifits owner wants to
fund a particular point of view he is free
to doso. Fairfax's metropolitan dailies
aspire to mass circulation. A wide
diversity of views will bring a wide
diversity of readers. That applies to any
new owneras much as itapplies to the
current publication.
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