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FOREWORD

This report was presented to the Working Party on the Information Economy (WPIE) in
December 2009 and was declassified subject to minor revisions by the Committee for Information,
Computer and Communications Policy in March 2010.

The report was prepared by Sacha Wunsch-Vincent in conjunction with Graham Vickery of the
OECD’s Directorate for Science, Technology and btdu Cristina Serra Vallejo (OECD) and Soo Youn
Oh (Seoul National University, Korea) have contributed to the research of this study. The report has
benefitted from multiple inputs provided by delegations and external experts as referenced in the
‘Background’ section. This work is part of the WPIRIsrk on digital broadband content under the overall
direction of Graham Vickery. Other studies in the series include scientific publishing, music, online
computer games, mobile content, user-created content, film and video, public sector information and
content, and work on virtual worlds. It is published on the responsibility of the Secretary-General of the
OECD.
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SUMMARY

This study provides an in-depth treatment of the global newspaper publishing market and its
evolution, with a particular view on the despient of online news and related challenges.

It assesses online news consumption patterns amémé@e news value networks, compared with the
traditional newspaper value chain. It shows that the economics of news production and distribution has
been radically altered, in particular in the context of the economic crisis which has accelerated structural
changes. After very profitable years, newspaper publishers in most OECD countries face declining
advertising revenues and signficant reductions in titles and circulation. The economic crisis has amplified
this downward development. However, the data aaedatge country-by-country differences, for instance,
currently do not lend themselves to make the case for “the death of the newspaper”, in particular if non-
OECD countries and potential positive effects of the economic recovery are taken into account.

Importantly, the study shows that many promising forms of news creation and distribution are being
experimented with, some of which are empoweredhbseasing technological sophistication and resulting
decentralised forms of content creation and broad-based participation. The rise of the Internet and other
technologies radically changes how news is produced and diffused. It enables the entry of new
intermediaries that create and distribute news, including online news aggregators, online news publishers,
mobile news actors, citizen journalism and many more. Information providers with very different
trajectories (TV, newspapers and Internet companies) are now competing head-on in a global online news
environment. More recently newspaper websites have seen strong growth in their own pages, with large
newspapers reporting several million unique visitors to their pages per month, increasingly including
readers from abroad, a radical shift from national patterns of established newspapers.

Paradoxically, while the print newspaper sector might be struggling, individuals are nonetheless
confronted with an ever-increasing availability of diverse news. In terms of time spent, Internet users
report a large increase in reading online newspapers, but most online readershipad haayérregular
and sporadic than print newspaper readership used to be. The way news is consumed is also radically
different on line. Online news readers get a variety of news from different sources, allowing them to mix
and compile their own personalised information. However, it is unclear whether online readers obtain the
same depth and breadth of news as traditional readers. Furthermore, a significant proportion of young
people are not reading conventional news at all, or irregularly. The study also finds that currently no
business and/or revenue sharing models have been found to finance in-depth independent news production.
This raises questions as to the supply of high-quality journalism in the longer term.

Finally, the study raises a number of opportunities and issues before concluding with an analysis of
business and policy issues. In the short term, som@BOd&duntries have put emergency measures in place
to financially help the newspaper industry. The question is being debated what potential roles government
support might take in supporting a diverse and local press without putting its independence at stake. Given
that almost all OECD countries are currently reffegton how to approach these issues, this study is
designed to provide a platform for further exchaogemmediate and longer-term policy development.
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MAIN POINTS

Part 1: The evolving newspaper publishing industry

X

News creation and distribution were affected by new technologies such as radio and TV and by
changing readership habits long before the Internet emerged. However in recent years access to a
wide number of online news sources, the decline of newspaper readership and advertising and
classified revenues have considerably affected the newspaper industry in most OECD countries.

After very profitable years, newspaper publishers in most OECD countries face increased
competition (free dailies, Internet, multiple TV and radio sources) and often declining advertising
revenues, titles and circulation as well as declining readership (see Part 1 of this study and related
figures). The economic crisis has amplified this downward development.

About 20 out of 31 OECD countries face decliniegdership, with significant decreases in some of
them (Table 2). Newspaper readership is usually lower among younger people who tend to attribute
less importance to print media.

Thanks to the strong development of newspaper titles in non-OECD countries the world aggregate of
newspaper titles has however increased in the last decade — almost doubling since 2000. However,
except for a few OECD countries (for example, Ireland, Turkey and Portugal) the number of titles is
on the decline in the OECD region (Figure 6). The same applies to newspaper circulation which is
also declining in most OECD countries (Figures 6-8).

The growth of the global newspaper market slowerjressively from 2004 to almost zero in 2007

and negative growth since 2008. General and regional and local press are particularly affected and
2009 was expected to be the worst year for OECD newspapers, with the largest declines in the
United States, the United Kingdom, Greece, Italy, Canada, and Spain (but much smaller impact on
countries such as Austria, Australia, and others, see Figure 2).

The economic crisis and the fall in offline and online advertising spending in general have created
additional problems for most newspapers leadinglarge falls in their advertising revenues
(including for free dailies many of which have ceased operation), loss of circulation (see Figure 2),
the closure of newspapers and shedding of rews staff in many OECD countries. Structural
factors are compounded by cyclical factors.

Employment declines in the newspaper industry have been ongoing since 1997 for many OECD
countries. But they have intensified since 2008 particularly in countries such as the United States, the
United Kingdom, the Netherlands and Spain.

However, large country-by-country and title-by-title differences and the data currently do not lend
themselves to making the case for “the death of the newspaper”, in particular if non-OECD countries
and potential positive effects of the economic recovery are taken into account. While it is clear that
newspapers and other more formalised news outlets are experiencing threats and challenges to their
more traditional business models from the Internet, it is also true that we are experiencing a period of
great opportunity that must be seized by industry to ensure the success of news outlets with the
corresponding benefits to society and democracy that they offer.
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Part 2: The value chain and economics of the traditional newspaper industry

X

The traditional role of newspaper publishers is to intermediate between content producers
(journalists and other providers), information users, and advertisers and others seeking the attention
of readers.

Part 2 presents a stylised newspaper value chain where the main stages are content creation,
manufacturing and distribution and this is used to analyse the economics of established newspapers.

Newspapers have generated revenue by selling newspaper copies to readers on the one hand and
advertisement space to advertisers on the othess-@ubsidising the production of news with the

sale of advertising and/or other commercial activities if the newspaper is part of a larger media
conglomerate. Newspapers traditionally had high profit margins.

On the revenue side, the global newspaper publishing market derives about 57% of its revenues from
advertising and about 43% from newspaper sales. The reliance on advertising is very high in the
United States, Luxembourg and Canada but less so in countries such as Japan, Denmark and the
Netherlands.

Advertising as a share of newspaper revenues had been growing before the onset of the economic
crisis, and for more than half of OECD countries newspaper advertising revenues increased
significantly between 2004 and 2007 (or 2008).

Nevertheless, the share of advertising going tot prewspapers has been declining for the last
decade in most OECD countries, and the newspaper advertising market has more recently
experienced large falls in offline and online advertising growth. This turnaround in newspaper
advertising revenues started to impact some countries much earlier (as early as 2000 for Denmark,
France, the United States, Japan, the Netherlands, and the United Kingdom) than others (from 2007
in Canada, Finland, Italy and Spain).

On average, online advertising only accounted for around 4% of total newspaper revenues in 2009.
Nevertheless the outlook for online advertising revenues for newspaper organisations is very
positive, also given the ongoing economic recovery.

On the cost side, costs unrelated to editorial work such as production (and the costly purchase of raw
material such as paper and ink), maintenance, administration, promotion and advertising, and
distribution dominate newspaper costs. These large fixed costs make newspaper organisations more
vulnerable to the downturns and less agile in reacting to the online news environment.

Part 3: Online news: Developments, value chains, business models and actors

X

The drivers of online news include technologyamting media use, new business models and new
Internet intermediaries, and social factors such as increased mobility and participation in the creation
of online content.

In the area of technology for news production, digital content management systems allow editors to
produce content directly in various formats and to adapt to increasingly integrated newsrooms.

Rapid advances in mobile technologies, wireless networks and new reader interfaces have enabled
mobile news delivery and the introduction of smartphones and e-readers. This and other similar
multimedia devices and business models will enable the reader to access constantly updated,
interactive news in real time, and within a global, Internet-enabled context. This will empower a
targeted news experience.
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The Internet as an important but complementary source of news

X

"Reading news on line" is an increasingly impotténternet activity. In some OECD countries,
more than half of the population read newspapers on line (up to 77% in Korea) but at the minimum
20% of the population read newspapers on line. The willingness to pay for online news is low but
increasing.

In many OECD countries, TV and newspapers aretlsélimost important sources of news but this is
shifting with newspapers losing ground more quickly to the Internet than TV. In countries such as
Korea the Internet has already overtaken other forms of news.

For the most part reading news on line complements other forms of news reading. Most surveys
show that active offline newspaper readers tend to read more news on line. Countries such as Korea
where offline newspaper reading is less popular than online newspaper reading are the exception.

While younger age groups are much more active online news readers, it is usually slightly older
groups — the 25-34 year olds — who arestaztive in most OECD countries.

Despite these findings, the share of people who @&y online news is likely to grow rapidly with
new generations who start using the Internet earlifenThe Internet is already the main source of
news for the 16-24 year age bracket, even if the 25-34 year group reads more online news.

The real concern however is that a significant proportion of young people are not reading
conventional news at all, or irregularly. Researntertaken in the United Kingdom also shows that,
although young people demonstrate an apparent ease and familiarity with computers, they rely
heavily on search engines, view rather than read and sometimes do not possess the critical skills to
assess the information they find on the web.

In terms of time spent, Internet users report a large increase in reading online newspapers, but most
online readership is moral hog irregular and sporadic than print newspaper readership used to be.
The way news is consumed is also radically different on line. Online news readers get a variety of
news from different sources, allowing them to mix and compile their own personalised information.

The question is how the different actors in the eco-system contribute to citizen engagement and to
democracy generally, as each plays an important role in this regard. While there may not be many
empirical studies of the impact of the Internet on the analytical skills of younger generations,
including the consumption of news, this could be an interesting area for future research.

Internet traffic to online news sites

X

In all OECD countries, Internet traffic to onlimews sites has grown rapidly. About 5% of all
Internet visits are related to reading news on line, which is a conservative estimate. In fact, the
combined print and online audience of news organisations may be growing.

In many Western OECD countries the Internet webpages of broadcasters and online newspaper sites
play a large role in attracting news-related visits. More recently newspaper websites have seen strong
growth in their own pages, with large newspapers reporting several million unique visitors to their
pages per month, including increasingly readers from abroad, a radical shift from newspapers.

While in many markets search engines and their news services do not gather a large share of the
news-related traffic, they are very important in terms of referring Internet traffic to other online news
sources such as the Internet pages of newspapers or broadcasters, although there may be
disagreement as to the importance of this referral both in terms of traffic and whether the volume of
traffic or unique users is an important metric for publishers.
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X

News aggregators such as Digg and NetVibes (online only news providers) constantly increase their
market shares, and social networking sites such as Twitter are also increasingly important sources of
news and platforms for exchange.

Online news distribution: Value chains, business models and actors

X

The rise of the Internet and other technologiescedlgi changes how news is produced and diffused.
It enables the entry of new intermediaries that create and distribute news, including online news
aggregators, online news publishers, mobile nestsrs, citizen journalism and many others.

A consequence of these changes is that information providers with very different histories (TV,
newspapers and Internet companies) find themselves competing head-on in a new global online news
environment.

Part 3 presents a stylised online news value chain which depicts an increased role of users as
contributors to news, and a large nhumber of online news actors and intermediaries. It also illustrates
the strategies and business models of different actors.

In the online context the production and dissemination of news is much more interactive and multi-
directional, rather than linear. News is damsly updated, with journalists and other news
contributors monitoring, distilling and repackaging information.

New actors aré) news organisations which only providews online (so-called pure-playeri),
search engines which are often also a form of news aggreggitjomternet portals with news
servicesjv) social networks or communication services such as Twifte@ther news aggregators,
vi) providers focused on mobile news alowg) new online advertising groupsiji) hardware and
services providers.

Many of these actors will not necessarily be interested in generating money by selling news content.
They also do not have the large fixed cost base of traditional news organisations to provide in-depth
and varied reporting and to operate physical manufacturing, distribution and administration of news.

News wires, freelance journalists, photographers or camera-teams which — as suppliers — usually fed
linearly and directly into newspapers and other news organisations in the past, might opt to “cut out
the middleman” and supply content directly to Internet actors or users willing to pay.

Device or network service providers which did not play any role in the past also control access to
end consumers and have a large degree of bamgapguwer with content providers. Similarly to

other digital content industries, new types of intermediaries and standards are emerging. Users may
also increasingly become diffusers, commentators and creators of news.

Direct revenues generated on line from news consumers are still rather small. Most if not all
revenues are generated via online advertising or online classified advertising and content licensing.

Newspapers and in particular news wires have also licensed their content to third-parties and started
collecting revenues from it. Newspapers and other news organisations have experimented in trying
to sell access to news on a pay per-item basis or via subscriptions but — for the most part — revenues
are negligible, although there are a few positive examples such a¥athestreet Journaland
Financial Times Towards the end of 2009, newspapers were gearing up for a second trial to charge
for online content, hoping that the Internet gsarere more willing to pay. A new trend for
newspapers is also to own other Internet-related businesses and to sell other services to their
customer base.

In 2008 and 2009 there were also an increasing number of online-only news sites which started
operating with donations and trustees (offline).

10



DSTI/ICCP/IE(2009)14/FINAL

Part 4: The future of news creation and distribution: Opportunities and challenges

X

X

X

The impacts of the changing media landscape on news are pulling in to opposite directions.

One extreme is that online and other new forms of more decentralised news will liberate readers
from partisan news monopolies which have tended to become more concentrated and to dominate
the production and access to news.

The other extreme is that the demise of the traditional news media is with us (partially caused by the
rise of the Internet), and with it an importéotindation for democratic societies is at risk.

Part 4 summarises some of the arguments of the debate.

Part 5: Business and policy issues

X

Given the central role of news for democratic societies, the evolutions of news creation and
distribution are a matter of public interest.

In terms of policies, the distribution of news on line is, for the most part, not considered as an
entirely separate policy issue from news policy in general. In general th@ra isody of Press
policies and framework conditions, aijistate support measures which are being reviewed in light
of the current news context. And more recently these are being complemeiitga Isgt of specific
challenges or policy areas linked to online news or the Internet.

In the short term, some OECD countries have put emergency measures in place to financially help
the struggling newspaper industry. What potential roles government support might take in preserving
a diverse and local press without putting its independence at stake is being debated. The question is
also whether and how the production of high-quadid pluralistic news content can be left to
market forces alone.

In OECD countries support measuisd topics being debated includg:discussions on how to
maintain a high quality independent news in a changed coiida@rtprovement or intensification of
existing state support policies (direct or indirect subsidies, funds to support local journalism, etc.)
and an extension to online news provideiig; rules and funds enabling the modernisation of
newspaper organisations — including multimedia skills and new technolpgiyranging the finance

of the some of the press industeyg.to a non-profit or charity status) relaxation of regulations
which may improve the financial health of the newspaper industries (tax reductions, relaxed
competition and media diversity laws)i) the role of public broadcasters and their impact on
commercial news providers; and) Internet-specific considerations about the status, role and code
of conduct of online news providers and online policy challenges.

Selected policy issues which are treated inclupéostering newspaper readershiy); freedom of
information, the press and expressiain journalism skills and working condition$;) quality,
reliability and governance of online news;the role of public sector broadcasting in a digital news
environment;vi) media diversity and competitionii) advertising and direct marketing rules; and
viii) intellectual property rights and technical standards.

11
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INTRODUCTION

Independent journalism and news distribution play an indispensable role in informing citizens. They
are a pillar of public life and pluralistic, democratic societies. At their best, they are a source of reliable,
quality information that people trust and understand.

The newsgathering and distribution process is undergoing deep changes. In many OECD countries
both the number of physical newspaper titles, their circulation and newspaper readership are in decline.
After a period of healthy growth for the newspaper industry, newspaper circulation and readership numbers
and advertising revenues are mostly falling. In additio competition from traditional sources such as
television, radio, cable and others, today younger readers are mostly attracted to the Internet as a source of
news and information. While the newspaper industry is experimenting with new distribution models, the
economic crisis and related fall in advertising rexes have accentuated the downward spiral of many
forms of printed news. The economic foundations of journalism have to be rethought. In particular, in
certain OECD countries newspaper bankruptcies and layoffs have increased and currently a significant
number of newspapers are losing money.

At the same time, it has never been easier, quicker and cheaper to access news. The Internet and
related online media sources are offering users instant access to news, often associated with "rich" media
such as video. And often this news can be accessed for free. The traffic on the websites of traditional
newspapers, wire agencies and traditional public broadcasters such as the BBC is growing rapidly, while
all these entities are reinventing their value chains and business models. Innovative news services and
content distribution models are emerging which roffnute-by-minute updates, personalisation, improved
functionalities and the delivery of customised information to various technology platforms (e.g
Smartphonesg-readers). And it is not only the distribution of news which is changing. Readers can now
more actively participate in the news creation, editimg) dissemination process, either by acting as citizen
journalists, having their own blog, writing comments or forwarding their preferred article via e-mail.
Arguably the diversity of voices and news sources has increased with a more participative web.

While it is clear that news gathering and distribution are changing fundamentally, it is less obvious
what online business models, partnerships andnesgions will best support cost-intensive, public
service-oriented news in the future. With decreasing editorial staff and resources at traditional newspapers,
resulting from the challenges that the industry is facing, questions arise whether news on line is as diverse
and a trusted source of high-quality information as it might seem (in particular to cover local and costly
international news, e.g. war zones). Currently few of the online news distribution models are generating
significant revenues and those which do are often not directly linked to the newspaper industeygtself (
Internet portals, search engines). Falling subscriber bases means more reliance on advertising revenues —
which can sometime be a threat to the independence of a paper. The further decrease in online and offline
advertising spending engendered by the economic crisis will increase the search for a functioning business
model. New technologies, new actors, new revenuergharactices, and changing user demographics and
styles will further amplify change and the need to find a new model for news creation and distribution.

These developments are at the center of public interest and have thus recently been at the heart of
public discussions, government attention and new policies.
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Background

The Working Party on the Information Economy has been tasked to undertake a study on online news
distribution as part of its Programme of Wakd Budget 2009-2010 (Digital Economy Item 2.1) and its
ongoing work on Digital Broadband Content. In this context, nevdefined as the reporting of current
events usually by local, regional or mass media in the form of newspapers, television and radio
programmes, or distributed on line, via PCs or mobile devices. The main characteristics of quality news are
timeliness, revelation, seriousness, authenticity and impartiBlityyclopedia Britannica

The OECD has carried out a number of studies assessing sectors being restructured through the rise of
digital content €.g.music or film). But due to the role it plays in democracies, news is different from other
media content. There is a general agreement that a democratic political system cannot function without
diverse, free, and independent sources of news, making press freedom and the watchdog role of the press a
pillar of contemporary societies and well-informed citizeAs.its best, one of the functions of news and
journalism is to keep up the accountability of governments, businesses and individuals.

Put this way, news is often considereguasipublic good, which markets alone might tend to under
produce, especially if citizens do not see or are not willing to pay for these positive externalities. News has
also been characterised as a merit good, that is a commodity, which it is judged that an individual or
society should have independently of his or her ability and willingness to pay (for example, edfication).

Newspapers play a critical role in the provision of news. They contribute heavily to the gathering and
diffusion of local, regional or international news (aliare then often re-used on radio or TV). They have
set the news agenda for a very long time and have a better track record of covering public affairs than other
media’ The printed press is also the main emplafgpurnalists in most OECD countriés.

The available economic literature also shows the critical importance of daily newspapers to help keep
a check on corruption (in particular in government) and to spur civil engagement in politics. In fact, there
is a significant positive correlation between more press freedom and less corruption in a large cross-section
of countries, based on available studi&$n the past, even small newspapers have been shown to make a
difference in terms of impacts on political competition and transparency (more so than TV, radio and
blogs, for instance).

That said, today information and news are much more accessible than in the past. Hiding cases of
corruption, other scandals or any type of information from the public has become very difficult in
contemporary, networked societies. The Internet anerdechnologies have proven to be a powerful tool
to quickly uncover and diffuse information. With this, the role of journalism and news organisations is
changing. Future research in this area will be ede re-evaluate the impact of this shift in news
distribution on both the consumer and the industry.

Objective and structure of this study

The objective of this study is to provide an analysis of news creation and distribution with a focus on
the Internet.

The main questions addressed ajeWhat is the state of the newspaper industry and newspaper
readership?ij) How is online news distribution developing and in which way does it change how users
access newst) What are new value chains, business models and ways the creation and delivery of news
are organised online? And what are the impacts gifisition and digital delivery on the news value
chain? iv) What are the opportunities and challenges?, @ndVhat are the business and policy
considerations which emerge?
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The study is composed of five parts:

Part 1: The evolving newspaper publishing industry
X A short history and evolution of news distribution
x  An overview of the news distribution industry in OECD countries.
Part 2: The value chain and economics of the traditional newspaper industry

X An explanation and analysis of the traditional newspaper value chain and its evolving underlying
economics.

Part 3: Online news: Developments, value chains, business models and actors
X Assessing online news drivers
x Providing a recent stock-take of online news developments, and

X An analysis of online news actors, new value chains and business models against the backdrop of the
traditional newspaper business and its cost structures.

Part 4: The future of news creation and distribution: Opportunities and challenges
x Raising related opportunities and challenges

Part 5: Business and policy issues

x Exploring business and policy issues related to the challenges and barriers in the development of
traditional and online news provision.

Annex 1 of this study elaborates on the measurement challenges and intricacies of offline and online
news revenues and audiences.

The World Association of Newspapers (WAN) has predithvaluable assistance with respect to data
relating to the newspaper industry. The European Newspaper Publishers’ Association (ENPA) was a very
good source concerning the relevant policy issues. National experts nominated by member countries and
other notable scholars (in particular: Dr. Davidvy.e Director, Reuters Institute for the Study of
Journalism from the UK; Terry Flew, Professor of Media and Communication in the Creative Industries
Faculty, Queensland University of Technology from Australia; Anténio Granado, Professor, Universidade
Nova de Lisboa and the editor in chief of “Publico.pt” from Portugal; Vibeke G. Petersen, Special Adviser,
Ministry of Culture from Denmark) have contributedth very helpful comrants. Soo Youn Oh (Seoul
National University, Republic of Korea) has contributed to the research of this study.

The study builds on existing WPIE studies, and in particular the OECD studies on the participative
web, on digital content (including Chapter 5tioé OECD Information Technology Outlook 20@8d the
study on online advertising), and Chapter 7 of @eCD Information Technology Outlook 2086aling
with blogs, RSS feeds and citizen journalism. Irtipalar Part 5 of this study builds on the OECD Policy
Guidance on Digital Content (Annex 2) and has soelevant links to the ICCP project on Internet
intermediaries.
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PART 1: THE EVOLVING NEWSPAPER PUBLISHING INDUSTRY

After an introduction to the evolution of news provision, Part 1 provides available metrics and

analysis on the state of the newspaper industry, first comparing its overall size and comparing various
OECD markets and second by analysing recent newspaper market developments. A few countries are
analysed in more depth to give regional examples. The effects of the economic crisis are assessed.

Historic evolution of news provision

News creation and distribution were affected by mechnologies such as radio and TV and changing

readership habits long before the Internet emetged.

X

The first regularly published newspaper in the world was published between 1605 andwigs@9 (
Relation.’

Rising literacy and philosophical traditions, formation of nation states, a developing postal system
created new market elements in th& &8ntury and helped newspapers to emerge.

Sweden passed the first law protecting press freedom in 1766. Progressively since then, the roles of
the press and media freedom are considered essential in democratic societies and are protected by
constitutions or laws guaranteeing free press. However, throughout much of'tbent@ry, in the

United States for instance, newspapers were often public relations tools funded by politicians, and
newspaper independence was a rarity.

In the United States, the period between 1890 and 1920 is often referred to as the “Golden Age” of
print media when press barons such as Joseph Pulitzer built publishing empires.

By 1920,newspaper industries began to face major challenges from broadcast radio. For the first
time, newspaper publishers were forced to re-evailihetir role as primary information providers. In
1935-36, television was introduced as a news medium and took off in the 1950s.

Since the 1970s the introduction of progressively more channels and information media has led to a
fragmentation of audiences into smaller segments. Until recently this media development was
accompanied by a steady increase in print-related advertising revenues.

Since the 1970s and 1980s some OECD counh@® seen significant ownership changes of
newspaperg,e. large entities or media conglomerates incorporating newspapers and the consequent
move away from single newspaper ownership. Ini@ddar in the United States entities owning
newspapers were increasingly listed on the stock exchange, fundamentally altering financial
expectations, priorities and newspaper management due to a greater focus on profitability.

Those writing about the developments of the press emphasise that despite the length of the

newspaper history, it is relatively recent that non-partisan, independent press coupled with
investigative journalism are the order of the Hay.
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X In the 1980s newspapers undertook efforts to publicise news via videotext/teletext, without much
commercial success however. In the 1990s, newspapers introduced services such as CD-ROM,
digital assistants, fax and bulletin-boards. In November ITBI98,Yomiuri Shimbu@apan) released
the first CD-ROM which provided searchable archives of news articles and images from a specific
period that have been digitalized from microfilm.

X Broadcasters started to operate 24-hour neasratis, starting with CBS and CNN in the 1980s.

X Metro Internationalstarted with one free daily newspaper in 1995 in Stockholm. The trend to free
dailies effectively started challenging paid newspapers in 2000.

X The first online newspaper was published in January 1992ahy Alto Weekly CaliforniaUnited
States. In 1994 the first commercial browser with @ntitassified advertising sites such as Craigslist
(1996) emerged as serious competitors.

X The worldwide online newspapers and other online news media grew significantly during the last
half of the 1990sLe Monde(France) set up its website in 1995 andNesv York TimegNYT) in
1996.

X In 1994 the first blogs emerged but their take up was slow among the general population. Today,
they are an integral part of Internet use and the news system.

X In 1998USA Todaystarted charging for its online archiv&sd.Paisstarted introducing paid access to
articles in 2002. However, paid access to newspaper articles was quickly abandoned due to the
unwillingness of users to pay.

x Following the rise of Netscape, Lycos and others, Internet portals played an increasing role as news
outlets and news aggregators. In 2006, Googletest its Google News services while Yahoo!
started its Newspaper Consortium.

X The South Korean online newspap@hMyNews(www.ohmynews.com) with the motto "Every
Citizen is a Reporter" was founded in 2000. Citizen journalism and blogs took on a very noticeable
form in the 2004 Tsunami, and the 2005 London City bombings, and have been growing ever since.

X An increasing number of online news sites (pure player sites) came on the scene. For instance,
Rue89 (France) started its operations in 2007.

X  Since 2007 the iPhone and other smartphones are a major driver of mobile access to news.

X In 2008, ProPublica an independent, non-profit online news organisation started its operations to
become one of a number of prominent philanthropic or non-profit online only news organisations.

X In May 2009 Amazon unveiled its Kindle 2, an electronic book reader (e-reader) which gives access
to online newspapers thanks to partnerships with major US newspapers.

X In many OECD countries, the economic crisis has strongly impacted the newspaper industry — in
part leading to the closure of newspapers or city/foreign bureaus.

X In the last quarter of 2009, some newspapers started charging again for some of their articles or
restricting them to paid subscribers, withyas unclear impacts on their revenues or readership.
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Size of the global newspaper publishing market and industry

The next sections provide available market, revenue, employment and audience figures for the
newspaper industry. Annex 1 explains related measurement challenges and intricacies in greater detail.

Market and turnover

The global newspaper publishing market (defined as online and offline circulation and advertising
revenues of traditional newspaper publishers) is estimated at USD 164 billion in 2009 (PwC, 2009a).
Despite the fact that 2009 is a year of decline, its revenues considerably exceed those of recorded music
(USD 27 billion), video games (USD 55 billion), films/movies (USD 85 billion) and also consumer/
educational book publishing (USD 112 billion).

The United States, Japan, Germany and the United Kingdom had the largest newspaper publishing
markets in 2008 (Figure 1).Most OECD countries have seen a growth of their newspaper market
between 2004 and 2008, led by Turkey (+50%) and Greece (+35%). Only five OECD countries for which
data is available have experienced a decline, with the United States being particularly affected (-20%),
followed by Japan (-9%), the United Kingdom (-7%), Canada (-2%) and The Netherlands (-1%).

Figure 1. Newspaper publishing market by OECD country (in USD millions)
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Sources: OECD calculations based on data of PricewaterhouseCoopers LLP, Wilkofsky Gruen Associates, published in PwC (2009a).

The growth of the global newspaper market slowesbressively from 2004 (3.6% growth over the
previous year) down to only about zero growth2007 and negative growth since 2008 (-5%) (PwC,
2009a). In 2009 the global newspaper publishing market is expected to significantly shrink by about 10%
(PwC, 2009a). The growtslowdown started and is most heavily pronounced in North America (since
2006 negative growth -14% in 2008, -18% in 2009). The Asia Pacific region has resisted the most with
growth holding up until 2008 and an estimated decline of -6% in 2009. Turkey, Greece, Austria, Mexico
and Australia were experiencing double-digiowth between 2004 and 2009. In 2009 however, the
newspaper markets of all OECD countries were declining (see Figure 2 for estimated percent declines
between 2007 and 2009). About half of OECD countries experienced drops below the 2004 levels, with the
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United States (-34% from 2004 level), the Unitéidgdom (-22% from 2004 level), Japan (-18% from
2004 level) affected most. Germany, Italy, the Nd#amels and the New Zealand have also noteworthy, but
mostly one-digit, declines.

Figure 2. Estimated newspaper publishing market decline in OECD countries, 2007-2009 (in per cent)
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Sources: OECD calculations based on data of PricewaterhouseCoopers LLP, published in PwC (2009a).

Not all national statistical offices from OECD countries offer official turnover, value-added and
employment data concerning the newspaper publishing industry. In particular, the available data from
Australia, Korea and Japan concerns the much brazadegory of “Publishing of newspapers, journals,
periodicals” which includes scientific journals anthgazines and cannot be compared directly to other
OECD countries. Where available other data sources are used for Korea and Japan.

Taken together the EU27 has the largest newspaper publishing industry by tiffoll@red by the
United States (Figure 3). Within the EU, Germany, the United Kingdom and France have the largest
newspaper publishing industries by turnover. For the years until 2007, the only market with a decline was
the United States. As a share of total market economy turnover, however, the newspaper publishing
industry is most significant in the Nordic EU cttes (Norway, Finland, Sweden and then Denmark),
Germany and the United Kingdom. In most OECD countries that share of the total economy was shrinking
very fast in the period between 1997 and 2007, in particular in the aforementioned countries.
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Figure 3. Newspaper publishing turnover, 1997 and 2007
in USD millions
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Note: The surveyed period after 2002FY is the fiscal year and that before 2002 is the calendar year. Annual survey by The Japan
Newspaper Publishers & Editors Association (NSK)'s Managerial Analysis Section.

Source: New Cronos, Eurostat, the US Census, and the Annual survey by The Japan Newspaper Publishers & Editors Association
(NSK)'s Managerial Analysis Section.

Circulation

In 2005 Japan overtook Norway’s long term posi@snthe country with the highest density of paid
newspaper readership in the OECD. The Nordic countries also have a high readership density (defined in
terms of papers circulated per 1 000 population).

X In Japan 526 paid daily papers are circulated on an average day per 1 000 population, more than
Norway with 458 issues, Finland with 400 issug@seden with 362 issues and Switzerland with 292
issues. Interestingly these OECD countries also have a very high broadband penetration. In the
United States this is true for only 160 per 1 000 population, and circulation per population is also
much lower in Canada (129 per 1 000 pop.), France (122), Australia (116), Spain and Italy (both 90).
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Figure 4. Paid-for-dailies: Total average circulation (in millions), 2008

Source: OECD based on data from the World Association of Newspapers (WAN). Note: Many Japanese dailies publish morning
and evening editions on the same day under the same title. A “set paper” subscription to both editions is counted as one copy in
determining circulation figures.

X Within the OECD, Japan (51 million per day), the United States (49 million per day), Germany
(20 million per day), the United Kingdom (15 million per day) and Korea (13 million per day) lead
in terms of the total average daily circulation of newspapers in 2008 (see Figure 4). However, non-
OECD countries now play an extensive roletotal world newspaper circulation with India and
China leading paid circulation given their large populations.

x Japan provides five of the world's top 10 paid for dailies ranked by total average circulation. The
Japanes&omiuri Shimburhas a total average daily circulation of about 10 million copies. When
excluding Japanese newspapers, the following OECD newspapers score BatesEermany)
with 3.1 million circulated paperd;he Sun(UK) with 3 million, The Chosun lIbdKorea) with
2.3 million, USA TodayUSA) with 2.3 million, and JoongAng llbo (Korea) with 2.2 million.

X However, again, in terms of numbers of newspapers which make it into the top 100 the list is
dominated by China (25 out of 100) and India (20aiit00), followed by Japan (16 out of 100), the
United Kingdom and the USA (both 7 out of 100).

Employment

The number of people employed in the newspapusiny grew strongly in OECD countries in the
second half of the 20st century, and until the end of the 1990s. In France, for instance, the number of
journalist almost tripled in two generations (CNR809). However, recent years have seen a decline.

The United States has the largest number of persons employed in the newspaper publishing industry
(Table 1), followed by Germany, the United Kingdom and FrahBetween 1997 and 2007 most OECD
countries for which data is available have however experienced a rapid or certain decline in newspaper
employment: Norway (-53%), the Netherlands (-4186) Germany (-25%). Some OECD countries such
as Spain (63% growth between 1997 and 2006) and Poland (30%) have seen the employment by
newspapers increase.
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The United States has most journalists emgibyfollowed by Japan, Germany and the United
Kingdom (Figure 5). In terms of growth, the available data up until 2006 or 2007 does not show a rapid
decline of journalists which is broadly shared acroeQECD, but rather a slight increase or stagnation of
the number of employed journalists. The exceptiaresthe Netherlands and the United Kingdom which
has already experienced a rapid decline of journalists before the economic crisis. Most other OECD
countries have felt negative impacts on the number of journalists starting in 2008 and intensifying in 2009.

Table 1. Newspaper publishing employment
in number of persons, ranked by size and per cent change, 1997-2007

per cent change between 1997 and

1997 2000 2005 2006 2007 2007 (or first and last available year)
United States 403355 412627 380144 372048 356943 -12%
Germany 105427 80517 79691 77101 -25%
United Kingdom 51756 46279 53905 52047 1%
Japan 61846 59117 52683 52262 50911 -
France 30446 31555 30779 30734 1%
Spain 14155 17731 20507 23062 63%
Sweden 17210 15736 14308 15375 15320 -11%
Korea 21200 14662 13313 12679 14897 -30%
Poland 9853 13090 12898 12829 30%
Netherlands 21474 21468 12888 12779 12712 -41%
Italy 12321 12750 12116 12625 12472 1%
Denmark 11386 20089 11040 11133 10644 -7%
Norway 21376 18175 10263 10040 -53%
Finland 9367 10051 8518 8116 -13%
Greece 7063 7250 n.a.
Czech Republic 3897 4271 n.a.
Portugal 3838 3725 4304 4247 4071 6%
Austria 4060 3265 3736 3786 3743 -8%
Belgium 3550 3995 3498 3251 3606 2%
Hungary 3456 2144 2758 -24%
Ireland 2321 2820 1743 2714 17%
Slovak Republic 1065 1048 1105 4%

Source: New Cronos, Eurostat for Europe, Japan Newspaper Publishers & Editors Association, Census for US, StatCan for Canada,
WAN and national newspaper associations.
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Figure 5. Number of journalists
2008 or latest available year

Source: OECD based on data from the World Association of Newspapers (WAN).

Recent newspaper market developments

After very profitable years, OECD newspaper publishers face increased competition (free dailies,
Internet) and often declining advertising revenues, titles and circulation and declining readership. The
economic crisis has compounded this downward development. However, there are large country-by-
country and title-by-title differences and only a few generalisations can be made about the state of the news
industry. Certainly the data does not currently lend itself to making the case for “the death of the
newspaper” as suggested by some (Fogel ansid?&2D05; Poulet, 2009), in particular if non-OECD
countries and a potential positive effect of the economic recovery are taken into account.

Number of titles

x The decline of newspaper titles has been ongoing for a number of years or even decades in some
OECD countries. In France, for instance, betw®845 and 2004 regional titles went down from 153
to 56 and national titles from 26 to 10 (Le Floch and Sonnac, 2005).

X In 2008, roughly 4000 newspaper titles existed in the OECD. For a majority of OECD countries, the
paid-for dailiesnumber of titleglecreased (in 14 OECD countries out of 30) or held roughly steady
(defined as less than 3% variation — 6 OE@Dntries out of 30) among OECD countries between
2000 and 2008 (Figure 6). In some countries the decrease was very noticeable from 2000/2002 to
2008: the Slovak Republic (-69%), Belgium (-25%), Netherlands (-17%), Switzerland (-16%), New
Zealand (-15%), and Norway (-10%). The United States has lost 5% in terms of number of titles. Yet
other OECD countries have witnessed a growth in the number of their paid-for-dailies' numbers:
most noticeably Korea (125%, not in graph as per the Note), Turkey (76%), and Ireland (50%).
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Figure 6. Change in per cent in titles versus per cent change in paid circulation, OECD, 2000-2008
(in per cent)

Note: Korea (-4% in circ., +125% in titles) and Iceland (-140% in circ., 0% in titles) are not in graph for improved readability.

Source: OECD calculations based on data from the World Association of Newspapers (WAN).

X  Thanks to the strong development of newspaper titles in non-OECD countries the world aggregate of
newspaper titles has increased strongly in the last decade — almost doubling since 2000. However,
these figures have to be used with care due to measurement problems (Annex 1).

X The OECD Enhanced Engagement countries namtcmore titles than OECD countries (4 414)

with a 40% growth in the last decade. OECD accession countries (excluding Russia) total about 600
titles with less dynamic 5% growth over the same 2000/2002-2008 period.
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Paid newspaper circulation

X The share of the OECD in total world daily paiewspaper circulation has declined from 49% in
2002 to 42% in 2008. Overall paid-for dailies total average circulation numbers are decreasing for
OECD countries, in particular after 1999/2000 (Figure 7). Paid-for slddtal average circulation
2000-2008 showed a 2.7% decrease among OECD countries in this period.

Figure 7. Paid for dailies average total daily circulation
2000-2008 (in millions). Worldwide, OECD, BIICS (Brazil, India, Indonesia, China and South Africa)

Note: Here the OECD Enhanced Engagement Countries (EE5) are called the BIICS (Brazil, India, Indonesia, China and South
Africa). The 2008 value for the OECD EE5 is an OECD estimate.

Source: OECD based on data from the World Association of Newspapers (WAN).

X As measured between 2000 and 2008, paid-foulation numbers are decreasing among all OECD
countries except Ireland (+30%), Poland (+24%), Turkey (+20%) and Portugal (+10%) (Figure 6).
Iceland shows the largest negative change with 140% decrease of daily total average circulation
since 2001, followed by Denmark (-27%), Austrdlisghe United Kingdom, Hungary (all -24%), the
Netherlands (-22%), Switzerland (-21%), Canada (-20%) and Germany (-19%). In 2008, circulation
decreased -3.7% in North America, -2.5%imstralia and Oceania, and -1.8% in Europe.

Outside the OECD area the average daily paid newspaper circulation has been growing for a number
of years, compensating for the drop in OECD pardutation and leading to the overall growth in the
number of world newspapers — by 14% from 2002-2008u¢E 7, based on the (imperfect) available data
— see Annex®) and by 2.6% in 2007 and 1.3% on a world-wide in 2508.

x Growth in the BIICS countries by about 35% from 2000 to 2008 very much contributed to this
growth, most notably India with a 45% increaseirculation between 2000 and 2008, South Africa
(34%) and China (an estimated 29%). Gains are not only occurring there but also in other countries
and continents, including Africa and South America.

X OECD accession countries (excluding Russia for which no complete data is available) have a lesser
positive development in circulation but are more similar to OECD countries — with Israel having the
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largest circulation figure but Chile being responsible for the greatest growth in newspaper circulation
(and with falls in Estonia and Slovenia). The OECD accession countries for which data is available
(Chile, Estonia, Israel, and Slovenia) experienaedlight fall in newspaper average circulation
between 2004 and 2008.

More fine-grained assessment

The printed press is not uniform and its individual components, such as the title in question and its
nature, matter (specialized vs. generalist, local versus regional) when assessing impacts.

A look at the top newspaper publications by paid circulation reveals the extent of the circulation
decline (Figure 8 shows the top two newspapdsjween 2007 and 2008, the majority of OECD top
publications have experienced either a decline or stagnation of circulation. The situation is particularly
acute when looking at the period between 2001 and 2008. The majority of OECD top publications
experience declines going from anywhere between a circulation reduction by aboutTadadifankook
Ilbo (Korea), The National Posf{Canada)l.e Progres(France), a third or a quarter as in the caséhef
Mirror (UK), Parisien (France),La Stampa(ltaly), The Bild (Germany),llta-Sanomat(Finland), NZZ
(Switzerland) ABC andMarca (Spain),The Long Angeles Tim¢gSA), theWAZ (Germany),The Maeil
Business Newspap¢Korea), or a circulation reduction by a fifth from prior levels as in the case of the
Reforma(Mexico), Toronto Sun(Canada),The Daily Telegrapi{UK), The Washington PogtUSA) and
De TelegraafThe Netherlands).

But there are also papers in the OECD which have significantly increased circulatiestKrance,
USA TodayThe Wall Street JournaBusan Ilbg New York Postetc.). In the grand scheme of things, one
cannot say that tabloids are holding up any better than quality newspapers.

Specialized versus generalA stylized trend is that newspapers containing news of general
information show higher circulation losses than lamses and also higher circulation losses than those
with specialised content such as business neasWall Street Journal(see Figure 8). The specialized
press performs better than general newspapers.

Regional versus localfhe fall in circulation and titles is not spread evenly among daily newspapers
and is very country-specific. Generalisations as to the fact that local/regional newspapers are hurt
significantly more than national ones (or the other way around) do apply to the majority of OECD
countries. Also, there are likely to be considerable differences between regional and local newspapers
which are hard to dissect. In sum, the available definitions and data do not lend themselves to a rigorous
statistical analysis assessing the state of the local newspapers across countries.
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Figure 8. Top two newspapers, selected OECD countries (in per cent)
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Source: OECD based on data from the World Association of Newspapers (WAN).
Note: Many Japanese dailies publish morning and evening editions on the same day under the same title. What is called a “set
paper” subscription in Japan is counted as one copy in determining circulation figures in these graphs.

Nonetheless, based on the incomplete figureth®OECD region, estimates show that between 2004
and 2008 regional and local newspapers have declined significantly more (-8.3% over the whole period)
than national newspaper circulation (-2.8%) (Note: based on estimates - country sample for which data is
available differs between national and regional and local categories — in particular with respect to the non-
availability of Canadian data and in general no figures for the United States). The figures also show
however, that the year-on-year decline of regional newspapers has been very intensive since 2008 (-4.1%),
largely outpacing the year-on-year decline of national OECD newspaper.
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Box 1. French newspaper market: regional press holding up better

Due to structural factors such as a lack of capital, high distribution costs and low advertising revenues, the
French newspaper sector has started to experience a decline in terms of newspaper sales since the 1960s, much
earlier than in other OECD countries (Poulet, 2009). The share of newspapers in the annual media consumption
budget has fallen steadily as households spend more on telephony and the Internet.'” Also, in 2008, more than 42.5%
of French readers were aged 50 years or older.

The most recent figures show an acceleration of this trend with a strong decline in newspaper titles and
newspaper sales, in particular in 2006 and 2007. In 2008, total revenues of the newspaper market fell by -2.3% (in
current EUR terms) from the previous year — a 16% decline from 2000 in constant EUR terms. The national daily press
has declined by -4% in 2008 — reaching a low point in national daily revenues since 1990 (with classifieds making up
only 6% of total revenues in 2008 whereas in 1990 this was 26%). Papers such as Le Monde are facing significant
monthly losses and making newsroom employment cuts. Other papers face strikes over questions of editorial control
by new owners who are mostly prominent industrialists.

Contrary to other OECD countries, however, the local/regional press is doing relatively better than the national
daily French press (Figure 9). In 2008, the local/regional press only declined by 1.2% (as compared to -4% for the
national press). Since 1990 all components of local newspaper revenues are on the rise in current EUR terms — a total
revenue increase of 33% in the period until 2008, mainly driven by an increase in newspaper subscriptions. The share
of local newspaper revenue in total press revenues has thus increased from 26% to 29% between 1990 and 2008.

Figure 9. Press revenues in France, selected categories, 2000-2008 (constant 2000 EUR, in per cent)
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Source:" La presse écrite en 2008". Direction du Développement des Médias. Departement des statistiques, des études et de la
documentation sur les médias. www.ddm.gouv.fr/IMG/pdf/infomedias12-190706-2.pdf and French Senat (2007).

On a case-by-case basis, this picture is confirmed. The majority of OECD countries are experiencing
faster regional/local newspaper circulation declines between 2004 and 2008 than national newspapers. The
countries experiencing the strongest regional and local circulation decline in that period are the Slovak

Republic, the Czech Republic, Slovenia, The Netherlands, Denmark, Turkey and P olduild, the
figures are not available for countries such as the United States.

x In the United Kingdom, the circulation of paid-for daily local and regional newspapers has fallen by
over 20% over the past four yerand the number of local newspaper closures has risen r&pidly.

This has been the source of recent government concern (Part 5).
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X In Australia, national data show that the toeddership of regional dailies dropped by 4% between
2006 and 2008, with strong variations between different regional titles and partly due to
demographic factors such as population movements.

X In the United States, the unique web/print nationd¥T{, Washington Post, Wall Street Joujraak
doing much better than the metro dailies that experience strong circulation losses.

x In Germany, the number of local & regional dailies sold through subscription has decreased (from
420 titles in 1950 to 335 in 2008). Also, while the circulation of national dailies has steadily
increased up until 2000 and then stayed at the same level until 2009, the circulation of local and
regional dailies peaked in 1997 but has decreased significantly’Since.

x In Korea, regional dailies show a significant decline (-10% in sales) as compared to national dailies
(+6.2%) over the period 1999 to 2007. National dailies added a title between 1999 and 2007
increasing the total number of national dailies from 10 to 11, while regional dailies lost 2 titles (from
16 to 14 titles) during the same perfdd.

In some countries it is the opposite however, with regional and local papers holding up better than
national ones (France — see Box 1, Slovenia, Norwaypghhly, and to a much lesser extent Italy and
Japan), often also owing to definitional issues and the respective hewspaper market structure.

Mostly declining reach and readership

In recent years, readership figures have gradually gained prominence over circulation figures (see
Annex 1). As far as these statistics can be compared, among OECD countries Iceland has the largest
newspaper readership, followed by Japan, Portugaéd&mw and Norway (Table 2). At the bottom are
Greece, Turkey, and the United Kingdom. For non-OECD countries, readership is generally lower but
mostly increasing.

In the OECD, newspapers face an aging and often decreasing readership (defined as the number of
people who read a newspaper). About 20 out ofOBCD countries face declining readership, with
significant decreases in Australia, Canada, the United States and Korea (Table 2).

Newspaper readership is usually lower among younger people who tend to attribute less importance
to print media. Available data show that this agoighe newspaper readers is particularly striking in
countries such as the United States (see Box 2). In some OECD countries, however, the figures look much
better. In Germany in the 14-19 age bracket about 47% read the newspaper and 58% for the 20-29 age
bracket (BDVZ). In Austria,61.1% of 14-19 year olds and 66.8% of 20-29 year olds read the
newspaper (WAN)This topic merits more detailed study as available indicators are scarce and often not
comparable across countries.

In terms of the daily newspaper consumption, readers mostly spend anywhere between 20 and 30
minutes per day reading the newspaper, with onlgirSpeing below that with 18 minutes and Austria,
Finland, Belgium, exceeding somewhat this average and Italy and Turkey exceeding it by much more (by
51 minutes and 64 minutes respectively). Available data points to a significant decrease in minutes read in
Korea, Finland, Germany, the Netherlands (-22 to -30%between 2004 and 2008).
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Table 2.  Daily newspaper reach
in per cent all adults claiming to have read a newspaper recently/the day before

Previous years 2008
Iceland 93 (2002) 96
Japan 94 (2002) 92
Portugal 73 (2003) 85
Sweden 87 (2005) 83
Norway 86 (2003) 82
Switzerland 74 (2002) 80
Finland 82 (2005) 79 (over 12)
Denmark 81 (2005) 76
Canada 82 (2002) 73
Austria 74 (2005) 73
Germany 76 (2005) 71 (2009)
Netherlands, The 71 (2004) 70
Luxembourg 64 (2002) 63 (75% if free

dailies included)

Israel 60 (2005) 60
Slovak Republic 60
Ireland 55 (2002) 58
Poland 32 (2004) 58
Australia 72 (2004) 54
Belgium 50 (2005) 54
Czech Republic 50
New Zealand 54 (2004) 49
Slovenia 45 (2003) 49
Hungary 46
USA 55 (2001) 45/ 48
Italy 40 (2002) 45
France 45 (2005) 44
Spain 41 (2005) 42
Chile 79 (2004) 42
India 17 (2003) 37
Korea, Republic of 45 (2005) 37
Mexico 36 (2003) 34
United Kingdom 33 (2005) 33
Turkey 34 (2002) 31
Greece 55 (2004) 12
Russia 7 (2004) 11

Source: OECD based on WAN and national sources.

Note: The methodologies for the different survey figures differ between countries which complicates direct comparisons. Sometimes
surveys aimed at “all adults” refer to persons over 12 years, sometimes to persons over 14 years and sometimes to persons over
18 years old. Measurement methodologies also often vary from year to year and between countries, complicating the construction of
comparable time series or cross-country comparisons.?
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Box 2. Newspaper readership decline in the United States

In the United States, the number of daily newspaper readers is in steady decline across all demographic groups
(Meyer, 2004, Pew Surveys). In 1964, 81% of American adults read a daily newspaper. In 2008, the proportion of
American who say they read a newspaper the previous day in print alone (or both print and online) dropped to 30%
(down from 38% in 2006, PEW). According to the United States Census, time spent reading physical newspapers is in
steady decline in the United States (from 202 hours per person per year in 2000 to a projected 165 hours in 2009). The
decline in readership has been sharpest among young adults (Figure 10). Just 31%t of 18-24-year-olds reported
reading a daily newspaper in 2008, down from 73% in 1970. A growing population helped the absolute circulation
numbers continue to increase until the 1970s, where it remained stable until the 1990s, where absolute circulation
numbers began declining.

Figure 10. Daily Newspaper Readership by Age Group
in per cent of those who read any daily newspaper the previous day, 1999-2008

Sources: Scarborough Research, PEW State of the News Media 2004-2009, US Editor & Publisher Yearbook data and Meyer (2004).

Free dailies

Since 2000 the paid-for dailies market is challenged by free dailies, further eroding paid circulation
and undermining the advertising base of traditional newspaper publishers. Free dailies are much cheaper to
produce and distribute than traditional ones and they rely purely on advertising revenues. The reasons are
much smaller fixed costs which are a result of their relatively younger and smaller structures, a lesser
reliance on journalistic work (in particular no regional or foreign bureaus to maintain) and sometimes also
a lesser reliance on often strongly unionised print-shops. A humber of OECD newspaper publishers have
launched free newspapers on their own to support their advertising revenues.

The rise of free dailies is still mostly limited to certain OECD countries but these are not yet very
prevalent in non-OECD countries. In 2008, the totedutation of free dailies in the OECD was about
30 million, nearly a doubling from 2004. The ratio of free dailies to paid dailies has risen from about 6% in
2004 to more than the double (13%) in 2008. When one includes the free OECD dailies into total
newspaper circulation, the rise of free dailies makes up for the fall in paid newspaper circulation between
2004 and 2008.

30



DSTI/ICCP/IE(2009)14/FINAL

The trend to free newspapers is particularly developed for Europe where 23% of daily newspapers
were free in 2008. This is also reflected in the ranking of the top 10 free dailies (Table 3). The German
newspaper market is an exception where free dailies have had lesser success, partially also explained by
the greater resistance of German newspaper publishers. Otherwise free dailies are also an important
component of the market in Canada, accounting for a third of total circulation. Free papers have played a
more limited role in Australia, the United States, Korea or Japan.

Table 3. List of top 10 free dailies by circulation in OECD, 2008

Title Countr y Language Circulation

(000)
1 Metro United Kingdom English 1,362
2 Leggo Italy Italian 1,050
3 20 Minutos Spain Spanish 948
4 Quel! Spain Spanish 920
5 ADN Spain Spanish 868
6 Metro Italy Italian 850
7 City Italy Italian 840
8 Metro Canada English/French 840
9 Metro Directo Spain Spanish 782
10 Metro France French 733

Source: World Press Trends, various editions (WAN) - excludes Russia.

However, the recent economic downturn and theiegsdrop in advertising revenues have heavily
impacted the viability of free dailies in 2008 and 2009. Free newspapers only hold up in a few OECD
countries such as Switzerland. In fact by the end of 2009 a number of free dailies in the OECD region had
closed (Aalborg in Denmar24 Minuti in Italy, Metro in Spainrad job cuts at the Spanish newspaper
Que). It is expected that the economic downturn waldl to more cuts in thint run and advertising
losses, until the economy recovers fully.

The impacts of the recent economic crisis

The economic crisis and the strong fall in offline and online advertisement spending have created
additional problems for newspapers leading to a loss of circulation, the closure of newspapers and
shedding of newsroom staff. Structuratfors are compounded by cyclical factors.

But again, the impacts are not uniform across the OECD. For some OECD countries the crisis has
further accelerated the revenue and circulation declines of the newspaper industry (mostly a selection of
English-speaking OECD countries such as the Urfitiades and the United Kingdom but also some EU
countries such as the Netherlands) whereas for others 2008 marked the start of a significant downturn. All
OECD countries have in common, however, that 2009 will have been the worst year for newspaper
publishers in most countries.

English-speaking OECD countries

United Statesln terms of declines precipitated by the economic crisis and related employment losses,
the United States is at the centre of attention. US newspaper publisher revenues based on circulation and
advertising have experienced a steep drop in 2009 and the forecasts for the coming years are also rather
pessimistic (14.6% decrease in 2008 and a 18% drop in 2009 according to data from PwC, 2009a). US
newspaper ad revenues have fallen 23% in thetwastyears. And in the worst quarter for American
newspapers, advertising sales fell by an unprecedented 28.3% in the first three months of 2009 (NAA).
Some papers are in bankruptcy (including some large newspaper companies such as The Tribune
Company), and others have lost three-quarters of their stock market value. The industry remains profitable,
but operating margins are dropping fast.
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United Kingdom:UK newspapers faced a strong decline, in particular regional dailies with a large
number of local papers closing — which has lasted for a number of years but is now being accelerated. All
in all, paid newspaper unit circulation declined duting past five years and paid circulation volume will
fall by about by 2.2% in 2009. In particular the projected falls in print advertising revenues for 2009 are a
substantial — 26% - the steepest in Europe (PwC, 2009a).

Australia and CanadaThe Australian and Canadian newspaper industry has fared somewhat better
through 2008 and 2009. In Australia, for instance, among the top 12 daily metropolitan/national weekly
newspapers, three publicatiori$hé AustralianThe Age and theCourier-Mail) have managed to increase
their circulation up to the year 2008. According to the local newspaper association, Australian newspaper
sales have been relatively resilient as the media has fragmented over the last ten years (see also The
Newspaper Works, 2008).But, on average, circulation also declined significantly over the last decade
(Figure 6). In Canada, paid circulation, for instance, only fell by 1.6%t in 2008 and revenues were down by
4.7% (PwC, 2009a). However, strong overallsate expected for 2009 (an expected -13%).

Continental Europe

While some European newspaper markets are more resilient than others, the newspaper publishing
market is also expected to decline in terms of maes by 8.8% in 2009 (PwC, 2009a), mainly also due to
a decline in circulation print advertising revenues. Germany seems to be outperforming many other EU
markets, inpite of declines in 2008 and 2009.

Germany: Publishing groups such as Axel Springer which owns the best selling dailieBildhe
ZeitungandDie Welthave been posting profits in 2008 (also also fueled by the sale of Pro 7). In Germany
advertising fell by 4.25% in 2008, and in the first semester of 2009 this fall was particularly strong with
local and regional papers that faced -14% declines. However, this fall is rather modest as compared to
other OECD countries. Circulation is also dort not to the same extent as elsewhere.

Netherlands The total circulation of daily newspapers in the Netherlands dropped for three years but
most severely in the second quarter of 2008, mostly affecting center-left newspapersBrittolkskrant
(the latter having had to shed close to 10% of its editorial workforce since). Other newspaper groups such
as the Telegraaf Media Groep have also announced substantial employment cuts.

Spain: Spain is experiencing a strong fall in cil&tion (-2% from 2007 to 2008, Livre blanc de la
Presse) but is mostly suffering from a strong decline in advertising (-13% in 2008 and -33% in the first
semester of 2009 alone) and other revenues. Dailies suehPads have faced about a 20% advertising
drop in 2008 whereas free dailies suchvistro have discontinued operations. Between June 2008 and
April 2009 about 2 400 Spanish journalists lost their jobs according to the Associations de journalistes
espagnols (Fape). Estimates of the I'Association de la Presse Madrilene (APM) fear that by 2010, about
5 000 posts and thus 20% of total newspaper employment could be lost.

Asia

The Asian newspaper publishing industry has also been hurt and is expected to decline. In Japan, both
newspaper revenues and circulation have fallen since 2007, with increased falls since 2008. Some of the
five major Japanese national newspapers experienced financial difficulty and are posting net losses. The
aging of the Japanese population and the emergence of younger readers who subscribe less to newspapers
are accentuating the problem. Up until 2007, Korea had still a relative increase in revenues. However,
more recently circulation and print advertising have fallen, but to a lesser extent than in other ¢duntries.
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PART 2: THE VALUE CHAIN AND ECONOMICS OF THE
TRADITIONAL NEWSPAPER INDUSTRY

Part 2 sheds light on the value chain of the traditional newspaper industry and its underlying
economics. This facilitates the understanding of cost structures relating to news gathering, printing and
diffusion and provide a basis for the discussion of online news value chains discussed in Part 3.

Traditional newspaper value chain

The traditional role of newspaper publishers is to intermediate between content producers
(journalists), information users, and advertisers and other attention-seekers. Publishers select, check,
integrate and package information, on the one hand, and they aggregate demand for information into
audiences on the other. They distribute information and sell ‘access to audiences’ to advertisers acting as
intermediaries in a two-sided market. Finally yet importantly, they spread the costs of information
production and distribution over a large number of users and advertisers, and consequently make
information not only physically but also economically accessible to users.

Figure 11 presents a stylised traditional value chain where the main stages are content creation,
manufacturing (essentially printing) and distribution. The figure is simplified and hence does not take into
account other ancillary activities of newspaperg(weather, crosswords, events and online activities).

Figure 11. Traditional newspaper value chain
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Content creation and manufacturinGontent creation in the journalistic field is an elaborate process
based on background research, investigation (desk, on-site) and other activities. It draws on news agencies,
journalists and photographers that supply gathealyae and report the news. Newspaper organisations
often rely on news agencies such as the Associated Press, Reuters or Agence France Preskamsupply
news stories which can either go in direct or serve as background to feature news articles.

After drafts of the stories have been created, a diligent work flow which includes dtpgsed
editing, re-arranging and graphical work (arranging articles, pictures, design) and finally the creation of a
fully digital version ready for the printing press tls. Until today the print process entailed significant
resources both in terms of employment and costs. Both the content creation and the printing process are
ever more reliant on modern computer, communication and digitisation technologies which created new
markets for the suppliers of software, standards, graphic/object tools, and digital print processes.

Distribution: Newspapers traditionally relied on extensive distribution and circulation systems based
on wholesalers and retailers with newspapers either being sold at individual sales points or via
subscription. Newspaper distributors have far-reachimd) complex functions such as distribution center
and transportation management, delivery service management and customer service. They are also
responsible for backhauling expired, unsold editions from the distribution sites.

The role of readersWhile in the past readers had more passive roles than potentially in the online
news ecosystem, feedback in the form of letters to the editor has always existed. Journalists have also
always relied on comments and the expertise of readers as a source of information.

Advertising: While advertisers do not have a very visible role in the editorial or manufacturing
process, given their contribution to revenues, they are an essential element in the value chain of
newspapers and often an important precondition for the financial sustainability of the operation. An
elaborate system is in place to sell advertisinghan newspaper and in other formats, with prices and
advertising specifications varying greatly depending on the size, the section and the newspaper edition.
This process is either conducted in-house in collaboration with large advertising agencies or outsourced.
Over the last years there have been a number of innovations in terms of the design and the position of
advertising in the papers, increasingly also tise of mixing editorial content and advertising
(advertorials) or positioning of ads around pertinent articles.

The economics and revenue structure of established newspapers

Newspapers generate revenue by selling newspaper copies to readers on the one hand, and
advertisement space to advertisers on the other (Picard & Brody,* 2883s-subsidising the production
of news with the sale of ads or other commercial activities present in media conglomerates.

The global newspaper publishing market derives about 57% of its revenues from advertising (print
and online) and about 43% from sales of actual newspapers (circulation) (PwC, 2009a). As we will see
later this breakdown varies greatly between OECD countries. Online advertising still only accounts for
roughly 4% of total revenues in 2009 (around 6% of total advertising revenues). However, it grew very
rapidly before the onset of the economic crisis, in particular as compared to the slowly growing print
advertising which also started to decline as of 2007. As will be explained later, the growth in digital
advertising dropped to just below zero in 2009. On the global level circulation has remained fairly steady
over the last years (slow growth) with only a marginal decline in 2009; showing that it is less volatile than
the more cyclical advertising revenues.

Often the production of news is part of larger media conglomerates (in particular broadcast news but
also newspapers). In this case, advertising and other commercial activities have often cross-subsidised the
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activities related to news. Finally, newspapers increasingly generate money by producing and selling other
information services, by selling books, and by organising conferences and events. In Australia, for

instance, approximately 70% of total newspaper revenue is derived from non-classified sources (including
book publishing, magazines, cable network programming, TV and direct broadcasting — satellite and on
line).

Advertising

Advertising and classifieds are an important revenue source for newspapers in OECD countries
(Figure 12). In many countries this makes newspapers the second largest advertising medium after
television or even the firéf.

Figure 12. Contribution of advertising and copy sales to paid-for daily newspaper revenues
in per cent, 2008 or latest year available
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Source: OECD calculations based on data from The World Association of Newspapers (WAN).

The reliance on advertising has been growing over the years for most OECD countries, increasing the
vulnerability to the business cycle as advertising sales usually contract even more than circulation in times
of downturn. The reliance on advertising is very higthe United States, Luxembourg and Canada but
less so in countries such as Japan, Denmark and The Netherlands. Some countries such as Japan have beer
relatively shielded as newspapers depend mostly and increasingly on sales révenkeance some
newspapers live from the sales of their publication (Le Floch and Sonnac, 2005 cites the example of
Canard Enchaing yet this is the exception in OECD countries and over the last years one can observe a
progressive dependence on advertising in France as well.

Available data also points to the fact that advertising prices of newspapers had been going up for the
last decades, potentially also a sign for the strong market power of local newspapers. From 1975 to 1990,
for instance, US publishers increased advertising prices by 253%, although the print costs went up by
161% (Meyer, 2004).
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The level of print newspaper advertising has not been declining consistently and for a long time
throughout the OECD (Figures 13 and 14; andilabi® data from WAN and PwC). The advertising
market has actually been growing strongly over the last decades, more recently also spurred somewhat by
online advertising. For more than half of OECD countries newspaper advertising revenues have actually
increased significantly between 2004 and 2007 (or even 2008) (Figure 14).

Figure 13. US Newspaper ad revenue
in billions, 1950-2009
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Source: OECD based on data from the Newspaper Association of America.*

To benefit from these advertising revenues, in recent years many newspapers have aimed at increasing
their readership base to be more attractive to adeesta simply to increase their advertising space (more
pages, etc.). In particular, they have increasedniiimber of supplements or other products which are
offered or sold to readers at discounted prices (books, CDs, stylos, DVDs). For individual publications
such ad.e Mondeor Le Figarothis represents sizeable additional annual revenues (between EUR 20 — 30
million), with very high profit margins (above 10%) (Le Floch and Sonnac, 2005).

Despite these initially positive signals, it needbeécemphasised however that the share of advertising
going to print newspapers has been declining for the last decade. Moreover, the newspaper advertising
market is facing a turnaround from advertising growtiich has started to impact some countries much
earlier (as early as 2000 for Denmark, France, United States, Japan, Netherlands, and the United Kingdom)
than others (from 2007 to 2008 in, for examplena@ha, Finland, Italy and Spain) (Figure 14).

The main reasons for this decline are the move of classified advertisements to other media
(specialised print classifieds or online sites) in particular, but also a faltering newspaper audience,
increasing diversification of news outlets and the rise of the Internet (growing popularity of online
advertising supported by search engines and specialised, classified advertising websites such as Totaljobs
and Autotrader in the United Kingdom, for instano&jlvertising-only platforms such as Craigslist.com
challenge traditional advertising in printed newspapsush as classified advertising, particularly in the
recruitment, property and automotive areas.

The shift from printed to online advertising expenditures is likely to be durable. In 2008, the Internet
accounted already for close to 20% of total advertising expenditures in countries such as the United
Kingdom, Sweden, Denmark, Norway, and around 10-15% in Australia, Canada, France, Germany, Japan,
Korea, Poland and the United States. Between 2004 and 2008 in countries with an important share of the
Internet in total advertising, usually its rise comes at the expense of print newspapers, magazines. The
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share of TV in total advertising sometimes decreases and sometimes increases, depending on the country in
guestion. Most forecasts project a further rapid decline of the share of the newspaper over the next two
years (Zenith Optimedia in WAN).

Figure 14. Advertising revenues for Paid for dailies
per cent change from 2004 to 2008 (or to 2007 when marked by *)

Source: OECD calculations based on data from The World Association of Newspapers (WAN).

For newspaper-related advertising, the interactiveiraaof the Internet means that the nature of
intermediation has changed. Classified advertising orintieenet is actionable in a way that it is not in
print — for example, a job advertisement on line can edigtely lead to the submission of an application
via e-mail. Most of this activity will still take placvia an intermediary, but it is not given that this
intermediary will be a news publisher — it might be a recruitment agency or a chain of real estate agents.

However, display advertising (primarily ad-supported) will also be a key revenue stream for online
newspapers. It consists of adverts that are shown alongside the text and other features of the site in formats
such as banners, pop-ups, skyscrapers, buttons and leader boards.

All in all, for the most part, the rise of onlinevadltising in total newspaper advertising revenues is
still rather small and it only partially compensates for the decline in print advertising revenues (see Figure
15 for the United States). Importantly, online advertigggtill not as profitable as print advertising in
most cases. Like in other digital content sectors, hoping to run a full business model on online advertising
alone and without monetising the content in other fonas mostly been a failure so far (OECD, 2008a).

As time evolves, however, it is expected that enhanced techniques in user-targeted advertising will

give advertisers new possibilities of reaching their consumers more effectively, and hence potentially
increased revenues and profitability out of ads.
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Figure 15. US newspaper ad revenue, print versus online
in billions (per centages indicate online ad revenue as share of total ad revenue), 2002-2008

Source: OECD based on data published by the Newspaper Association of America (NAA).*

According to forecasts, global print advertising in newspapers will decline during the next years and
will average a 7.9% compound annual decrease to USD 24.3 billion in 2013 (from USD 36.7 billion in
2008) (PwC, 2009a). However, these forecast were made at the start of 2009 and more recent positive
news concerning the global economic recovery is likely to affect these figures; most likely upwards. While
online advertising on newspaper web sites is also expected to decline during 2008-2010, the overall
outlook is very positive. Online advertising spending for newspaper websites is scheduled to grow to USD
3.7 billion in 2013 (from a low of USD 3.2 billion in 2008).

Circulation revenues

Sales revenues are mostly generated from sales at the stand or via subscriptions (home delivery or
mail delivery). In countries such as Japan, Korea, Iceland about 9 out of 10 newspapers are home
delivered. In the United States these sales are also relatively high with 7 out of 10, similar to Nordic EU
countries (such as Sweden). Sales through home delivery are low in countries such as in France (2 out of
10 newspapers). And in all OECD countries sales at the newsstand are in decline.

Newspaper subscriptions, in turn, are sold at discounted price but are a reliable source of revenue and
important to increase readership figures to advertisers. Currently there is a real question concerning the
role of subscriptions in the crisise. if they really act as dampener of negative revenue effects or the
contrary. Countries with better resilience to the crisis such as Japan, the Nordic countries and Germany
seem to have a high share of subscriptions. But this relationship would warrant more empirical studies.

Newspapers also sell to airlines, hotels, etc. at much lower subscription prices as the exposure gives
boost to advertising revenues. This makes up for signifimcome in cases like France where it accounts
for 16-22% of revenues (Poulet, 2009).

There is a relationship between paying readadsiertising revenues generated and the price of

newspapers which would merit more empirical studgur@ries with more reliance on advertising have
lower newsstand prices, for instance.
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The economics and cost structure of established newspapers

The cost structure of newspaper publishers depends heavily on costs unrelated to editorial work such
as production (and the costly purchase of raw material such as paper and ink), maintenance, administration,
promotion and advertising, and distribution.

Comparative data is not available across allCOEcountries and would vary from newspaper to
newspaper. But averaged data for Germany for inetashows that content creation and editorial work
make up 24% of costs whereas production, sales,qirem advertising and administration account for the
rest (Figure 16). For a given US newspaper, editorial work accounts for 14% of costs, while production
20%, distribution 13%, raw material such as papek, etc. 18%, ads, sales promotion 12% and
administrative and other activities account for 9% of costs (Vogel, 2004). In the United Kingdom, printing
and distribution costs contribute, on average, over 20% to the newspaper costlbase. looks at
employment, at an Austrian average newspaper aboutofaloemployees would be involved in editorial
work, 10% for promotion and advertising, 45% for production and maintenance, 15% for business and
administration, and 15% of employees for circulaffon.

Figure 16. Cost structure of a German newspaper, in per cent, 2008

Source: OECD based on data from the German Bundesverband Deutscher Zeitungsverleger e.V.

Printing is an important part of the costs bdsading some to call the newspaper industry a
manufacturing industry. Again there is large variationong OECD countries with the United Kingdom,
Turkey, New Zealand, Australia and Korea on the hegid of newsprint costs (average per ton) and
Belgium, the United States, Poland and Canada rather on the lower end (WAN). Some trends to reduce that
cost — such as digital print on demand exist — bgtiire significant upfront investments. Most OECD
newspapers have undergone a redesign which entails new formats and often colour which is more costly to
print. Printing is one of the most often outsourced parts of the production process.

The price of serving additional readers is not nedkgéither. Aggregate data is not available for all
OECD countries and it varies greatly from country to country. Home deliveries, postal deliveries or single
copy sales, can make up for anywhere from 13% (single copy sales in Turkey) to 70% (home delivery in
Mexico) of the cover price: on average, around 3@fding large variations in OECD countries). In
general, home deliveries and postal deliveries are more costly. This high share of distribution in total costs
is of course radically altered in the online context.

39



DSTI/ICCP/IE(2009)14/FINAL

The fixed cost of producing the news content is also not negligible, of course. No matter how many
readers are to be served, if one wants to maintain a certain breadth, depth and quality of coverage one
would think that this cost item is in theory harcctmpress. Nonetheless, in the recent years this source of
costs seems to have been very much affected by the toughened economic environment and related cost
cuttings; more so at least than other sources of cost.

Recent years have seen the rise of content sharing agreements and syndication deals between
newspaperse(g. the Financial Timeshaving content sharing arrangements with publications based in
Turkey, France, and South Korea). Some newspapers have also aimed at cutting down the fees payable to
news wires or cutting their subscriptions altogether (at least for a trial period).

Consolidation of titles in general (especially at the regional level with one newspaper organisation
buying the other present newspaper) have been an important trend over the last years to cut the costs base
and use economies of scale, sometimes though with impacts on the competitive environment.

Profitability

Profits and revenues of newspaper industries have shown an increase since World War 1. If today
profitability is declining, it is a fall from rather high levels in many cases (similar to other content sectors
such as the music industry).

Newspaper publishers traditionally had significant to very high profit margins (in particular in the
United States, with above-average profit margins at about 10-13% as compared to other industrial sectors
according to Vogel, 2004; Le Floch and Sonnac, 2005 and Boczkowski, 2005), sometimes as a result of
being the only paper at the local level. In paracukegional newspapers could achieve profit margins in
excess of 20 to 30% (Picard, 2005; Le Floch and Sonnac);2¥n in particular in the United States but
even more pronounced in Germany, the United Kingdom and Ireland. In countries like Germany,
publishers who own newspapers are still posting high profits. The situation is different in France, where
low profit margins are at the order of the day.

Figure 17 and Table 4 show figures for operating margins which largely confirm the above trends. But

these are averages hiding the large variation among newspaper titles and in particular the high returns to
some prominent publications.

Figure 17. NACE 22.12 Newspaper Publishing Gross op  erating surplus/turnover (gross operating rate)
2007 or latest available year, in per cent

Source: New Cronos, Eurostat (for countries marked by * 2006 is shown).

40



DSTI/ICCP/IE(2009)14/FINAL

Table 4. NACE 22.12 Newspaper Publishing Gross operating surplus/turnover (gross operating rate)

in per cent
1995 1997 1999 2001 2003 2005 2006 2007
Ireland 16.5 28 18.3 31.2 20.4 24.8
Poland 28.5 52.5 21.9 28.5 20.7 22.7
Spain 12.2 16.2 18.4 14.4 18.4 22.1 20.6 18.3
Finland 13.9 15.9 15.8 13.9 14 37.5 14.6
United Kingdom 22.2 26.1 18.5 18.6 18.7 14.5
Germany 15 9.5 8.6 11.3 11.7 11.9
Austria 2.8 51 10.1 12.8 11.8 11 8.8
Netherlands 14.6 18.1 17.7 12 9.9 8.8 10.9 4.1
Italy 5 51 11.8 7 13.2 10.8 10.2 6.2
Norway 14.6 11.6 10.4 10.4 9.2 9.1
Portugal 22.8 10.9 6.4 9.9 7.3 7.1 5.6
Denmark 6.4 6 0.8 3.1 0.7 5.6 4.7 1.1
Sweden 6.4 7.6 3 3.3 1.2 3.7 2.2
Belgium 7.1 7.5 7 14 4.4 4 3.6 7.2
France 5.1 7.3 2.1 0.8 2.6 1.9

Source: New Cronos, Eurostat.
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PART 3: ONLINE NEWS:
DEVELOPMENTS, VALUE CHAINS, BUSINESS MODELS AND ACTORS

This part will elaborate on the main online news sources. Where available, quantitative information
on online news outlets and their usage will be presented — number of sites, revenues generated.

Online news distribution: Developments
Drivers of online news

The drivers of online news include new technologies, novel online offerings and business models of
Internet intermediaries, changing media use and social factors such as increased mobility and a desire to
participate in the creation of online content.

TechnologyTechnology has acted as a strong driver of online news and the gathering of information
on line to make meaningful decisions affecting private and publi®life. terms of platforms and
networks, the increased broadband availability at cheaper prices has boosted online activities such as
online news consumption. In terms of Internet technologies, news distribution over the Internet
increasingly relies on new information distribution technologies such as news aggregation and syndication
technologies (RSS technologies), blogs but alsdcEnsuch as Google News (OECD, 2006). Innovative
web tools such as NetVibes, delicious.com, Permalink and Digg.com allow users to find content in new
and different ways and to organise the information on the Internet. The way users bghakin stories,
shift to other pages, return or not, etc. has profound implications on which types of information get wide
readership and how news is consumed and digest#dding having important implications for how news
is produced to attract the readers’ attention. These different uses are shaped by the means by which the
news is accessed. These factors have importantcatipins for how news is produced and the financial
incentives to produce it. The arrival of online video has added a new aspect which is developing rapidly
and being adopted by various news distributors.

On the side of technology for news production, digital content management systems allow editors to
produce content directly in various formaesg( HTML, XML, WML) and to adapt to ever-integrated
newsrooms. Looking a bit more into the future, many new technological innovations will be relevant for
newsgathering, delivery and consumption. Increasingly online news sites rely on sophisticated database
and visual technologies to narrate a story and to make data and facts accessible on line in a manner which
was unheard of until recently and which points twoiative online journalism. Some of theseltmedia
sites use graphical depictions or video to elaborate on important facts or to educate about an important
topic such as the environment. Some innovations are open-source platforms, application programming
interfaces and developments towards a semantic web (web 3.0). Instead of being pure Internet pages that
display information in typical offline newspapers, they will be interactive, multimedia databases which can
pool and mix different archives search and interact with the document database. Later parts of this section
will present some related initiatives.

Examples of impressive multimedia reporting sites fatte;//waterlife.nfb.ca/from the National Film
Board of Canada, on environmental impacts on the great lakes and water in general or the BBC's
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http://news.bbc.co.uk/2/hi/science/nature/portal/climate change/default@m climate change; or
http://reportage-video.geo.fr/en/ on inner-city renewal of Johannesburg; or
http://www.washingtonpost.com/wp-srv/metro/interactives/dcschools/scorecard.atrd/ashington Post
investigation about the state of schools, or, finally, sites providing specific local information
(http://www.everyblock.con)/

Rapid advancements in mobile technologies, wireless networks and user interfaces have enabled
mobile news delivery. In particular the introduction of smartphones to the mass market in 2007 and the
release of e-readers (Amazon's Kindle 2, Sony's the eReader, Orange's e-reader in France, NUUT2 in
Korea, Fujitsu’'s FLEPia in Japan, and more recethity Apple iPad) have started to change how people
access information "on the go" and related business models. And such e-readers which imitate paper-like
reading are just the start, as soon foldable serbased on e-ink technology with low energy consumption
will be on the market! E-readers, such as the recently launched iPad, are also expected to provide a new
model for pay-per-view news.

Online offerings and business models of Internet intermedialinéstnet intermediaries and other
online actors in search of content are also an important driver of online news readership and dissemination.
These are described in later sections.

Social factors:Finally, social phenomena such as increased use of the Internet and its participative
nature have increased the potential for new forms of online news. Social drivers of on line news are the
desire for constant updates "on-the-go" matching the greater mobility of users, the desire for personalised
information and to be able to access multiple pageghe@same topic or from different geographic origins,
and to participate in the creation of online content and “witness” and share news. The rise of citizen
journalism where citizens play an active role in the process of collecting, reporting, analysing and
distributing news and information is an important catalyst for more decentralised news (OECD, 2006).

The Internet as an important but complementary source of news

The Internet is now a critical source of information and news. "Reading news on line" is a favourite
and increasingly important Internet activity (Figure 18). In terms of frequency of Internet activity it scores
just below the most popular Internet activities: e-mailing and searching information about goods and
services. In some OECD countries, more than bélthe population is using the Internet to read
newspapers on line (up to 77% in Korea) but at the minimum 20% of the population.

Between 2002 and 2008 this figure grew sigaifitty among OECD countries. When considering
only Internet users the figures are much higherg-in the case of the United States 72% of Internet users
say they only ever get news on line as comparedl7#h of the total population (Pew Surveys). In all
OECD countries the availability of broadband increases the propensity to read news on line, in some
countries considerably (for instance, an extra 20% of the populat@ras in Iceland, Denmark or
Portugal).Ad hocuser surveys confirm that convenience, a wider range of viewpoints and sometimes more
in-depth information are motivations for reading on fihe.

Reliable data on the relative importance of online news versus other more traditional forms of news
are not widely available. In many countries, TV aravspapers are still the most important sources of
news but this is shifting with newspapers losing ground more quickly to the Internet, then TV. But some
surveys seem to confirm that the Internet has already overtaken other forms of news. In countries with
advanced mobile broadband solutions such as Korea, offline newspaper reading is already less popular
today (51.5% of the population) than online newspaper reading (77.3%) according to surveys. In the
United States, the Internet has become a preferred source (40% of all Americans went on line in 2008 to
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gather news) for news, just before reading print newspapers (35%) but behind television (70%) (Pew,
2008)%

Figure 18. Proportion of individuals reading/downlo ading online newspapers/news magazines over the
Internet for private purposes
in per cent of individuals aged 16-74

% E2002 2003 @2007 ®2008

o 77
80 73
75 A 69

37

34 33 33
30
27
22
192 2L 21 20 49 39 4, o

> Y . (3 2> Q o ) & Q W 2 O 2 A A > < Q> Q (e N
& E S PSS g@b R 'b‘\b & bo@ » & &L ng S £ SR 069
© & X W (¢ S DN RS S S MDY GOSN O T O e O

& ’b(\\ Ny D & & \\@ [ &z\ & Qg,Q X Qg,Q © 3 (\b\ (oé F QL G R N Q*\
& S X
& S &S {@b & & »° /\o&

Source: OECD ICT database, Korea, Japan and New Cronos, Eurostat.

Note: No data for Australia. Latest official data from the US broadband survey is from 2003. The 2008 value is taken from Pew
Internet. Figures in the graph are rounded.

Finally, most surveys which test for the willingness to pay for online news find that it is very low but
increasing. Today still, surveys tend to confirm the majari people would seek a free alternative if their
favourite news site started charging for content. There are exceptions sucWaal tBereet Journathat
has very effectively been able to charge folimennews. More recently surveys show an increasing
customer acceptance of paid conférim, particular for online newspapers. However, this would be from a
very low base and it remains to be seen if the intestiaf surveyed persons translate into actual payments.

In the past, the payment of online news has been slowed by the difficulty of making efficient online micro-
payments without burdensome online registrationd the payment structure of per-article payments
which tended to make the access to one article much more costly than to the entire physical newspaper (up
to several EUR for one single article) — next of course to the presence of free news content. Also, some
surveys argue that that paid online news will not fundamentally shift newspaper industry economics as the
consumers’ willingness to pay is around USD 5 pentin on average, with heamnews consumers willing

to pay more (BCG, 2009).

The demographics of online news consumption

A critical finding of this study is that for the most part reading news on line complements other forms
of news rather than replacing it.

In general, younger age groups are much more active online news readers (Figure 19). However,
according to official statistics it is not the youngest age brackets (16-24 years) which are most active but
slightly older groups — usually 25-34 year-olds forsm@ECD countries, but in some countries with a
strong record on broadband such as Norway the 3%-48-54 year age brackets score high as they have
relied on the Internet for the past decade. Avid online news readers are likely to be professionals and also
readers of printed news. Relatively speaking, the consumption of online news is also becoming more
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prevalent in older age groups. In some OECD countries, Internet users aged 65-74, or older, are quite
actively reading news on line.

Furthermore, most surveys show that active offline newspaper readers often tend to read more news
on line®® Increasingly fewer and fewer persons rely on printed news alone. Surveys in France, Germany
and other countries show that offline readers actually are increasingly complementing their readership
through online news. This is also confirmed by data from certain newspaper webpagblewl Nerk
Times for instance, confirms that about 70% of its 1.1 million registered online users are subscribers to its
print edition®

Still only very few people rely exclusively on online news. Countries with advanced mobile
broadband solutions such as Korea, where offline newspaper reading is less popular than online newspaper
reading, are the exception. In that sense the current data does not quite confirm the hypothesis of the very
young online readers who will progressively supplant older paper readers who prefer not to read news
online. Rather it tends to show that well-informed news readers will tend to supplement their news
consumption on line.

Similar to the readership of printed news and other online activities, better education and social
standing positively influence the propensity to reads on line (OECD, 2008a). In Canada, for example,
data shows that education matters a lot, with pereamsg a university degree almost twice as likely to
read online news as those without a high school diploma (Statistics Canada, 2005 Internet Survey).

Figure 19. Individuals who used the Internet in the last three month for reading/downloading online
newspaper/news magazines by age
in per cent of the total population, 2008

Source: OECD ICT database and NewCronos, Eurostat.

Despite these findings, the share of people who read online news only is likely to grow rapidly with
new generations who start using the Internet early in life. This age group may then still read printed news
from time to time. Yet, available data show that alyetadiay the Internet is the main source for news in
the 15-24 year age bracket. In Korea offline news readership is much lower than online news readership in
younger age bracketse. teenagers below 19 years old, or those in their 20s.

The real concern however is the fact that a significant portion of young people are not reading news

at all or irregularly. Persons in the young age brackets are increasingly likely to not read news at all or not
in any frequent, regular way. In France, only 10% of 18-24 year-olds read a daily newspaper, about half of
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the figure a decade ago. In the United States the share of 18-24-year-olds who got no news at all the
previous day has risen from 25%t to 34% in the pasyd¢ans (Pew Internet Survey). This finding is most
alarming and would need more longitudinal studies to assess whether eventually these younger age groups
pick up news readership in some form later on. Alata for some OECD countries indicates that heavy
Internet use does not translate into heavy use of online news for younger age Btackisis.case of
Australia, for instance, accessing news, sports or weather updates is among the top 10 online activities for
all age groups except for the 18-24 and 25-34 year olds who are the most active Internet users.

Research undertaken in the UK challenges also the common assumption that the 'Google
Generation' — youngsters born or brought up in the Internet age - is the most web-literate. A longitudinal
study carried claims that, although young people demonstrate an apparent ease and familiarity with
computers, they rely heavily on search engines, view rather than read and do not possess the critical and
analytical skills to assess the information that tfieg on the web (UCL, 2008). The study indicates that
the information literacy of young people has not improved with the widening access to technology, in fact
their apparent facility with computers disguises some worrying problems. Looking into scholarly research
practice their research shows that the speed of young people’s web searching means that little time is spent
in evaluating information, either for relevance, accuracy or authority.

Frequency

One general problem with readership surveys is that one rarely finds out about the frequency,
intensity and depth of news readership - offline versus online in particular (minutes spent reading offline
news vs. minutes spent reading online news, thoroughness and breadth of readership online vs. offline).

Surveys of print newspapers show that on avwe@BCD readers spend about 20-30 minutes reading
a daily newspaper (WAN). If one assumes that evenulgited paid newspaper in OECD countries (226
million copies daily, excluding the increasing number of free dailies and ignoring that many newspapers
get read several times in public places or in households) is read about 20-30 minutes, the time spent
reading print newspapers in OECD countries is still enormous and unlikely to be challenged by current
online news readership. Crude estimates based on this imperfect comparison which applies only to offline
versus online newspaper readership show that about 92% of newspaper reading is done in print and 8%
takes place onlin&. However, these values apply to a declinprint readership, they might vary a lot
between users and they are hard to compare directly to Internet news readership which mostly relies on
metrics such as counting online page views (page impressions for unique visitor) for online newspaper
sites, while largely ignoring all other forms of online news consumption such news aggregators, online
only news providers or mobile news.

All documentation in OECD countries confirms thaternet users report a large increase in time
spent reading online newspapeis.(newspaper sitedj.For most persons, online readership is more ad
hoc, irregular and sporadic than print newspaper readership used to be, for example 30 minutes in the
morning before going to work (compare to Statcan, 2606).

Yet, the way news is consumed is radically déf@ron line. Online news readers get a variety of
news from different sourcese. just in time news alerts over their mobile phone, over various online news
sources at work, and while surfing the Internet in thenigg. Their Internet access to news is increasingly
daily and for those working in offices or owning a Smartphone the access to news can be continual
throughout the day, rather than just in the morning. Online news readers come at the news via search
engines, via e-mail newsletters or mail forwards, or aggregation tools and sometimes they spend only a few
seconds or minutes on a particular article (or headlideovor picture) before leaving that particular news
site to find similar articles elsewhere. Some sites have a very large audience retention and loyalty (Spiegel
online in Germany, NYT in the United States, Liberation in France, BBC in the United Kingdom, etc.). But
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overall the retention of readers to one single news source is likely to be low as compared to offline
newspapers. In terms of capturing the whole news spectrum rather than focussing on individual stories,
some online readers might never get an overview of all news through the home page of a particular news
site in this way. Others however will use news aggtors, newspaper home pages or the mail or mobile
phone service of online news sites to get such overviews (and even several from sources and even
countries and languages). In any case, this more fragmented way of reading the news allows them to mix
different sources and compile their own personalised information.

It is very difficult to assess the relative quality of online versus offline news readership. Critics point
out that online news consumers only skim/surf thesnaithout reading to the full extent and without
gaining a complete overview of the spectrum of important news. This criticism ignores however that those
online news readers might have access to a greater diversity of news on the same topic and might actually
have access to more overviews than offline readers. It also supposes that newspaper readers diligently read
every article of a newspaper which is rarely the case.

There is a need for more detailed demographic user studies to understand the different usage
typologies. A study in Australia, for instance, finds that there are three broad reader categories:

x 30% were loyal users who had a preference for established news brands (News Limited and Fairfax
papers, as well as the ABC Online), seeing these as more credible than other online sources, and
were the group most likely to also read a newspaper.

X 60% were convenience users, who access nems & range of sources (including TV comedy
programmes) and have little connection to mainstream news. One-third of this group, or 20% of total
respondents, primarily got their news from the Microsoft Internet portal ninemsn.com.au.

x 10% were customisers, who have a highly interactive relationship to news sources and are more akin
to what Bruns (2008) has termed “produsers” (predai@s well as consumers/users of media). This
group is less connected to mainstream media because its members are highly critical of its
limitations (Flewet al, 2009).

Internet traffic to online news sites

In all OECD countries, the Internet traffic to online news sites has grown over recent years. Available
Experian Hitwise data for the United Kingdom, the United States, Canada and Australia show that about
5% of all Internet visits are related to visiting sites dedicated exclusively to online news. This includes
visits to sites such as newspaper Internet sites but also other news sources such as news aggregators,
Internet sites of news broadcasters, new services of search engines, etc. (see Annex 1 for measurement
issues). It however excludes the main home page of Internet portals or other Internet intermediaries which
often have some news on their site but which on this particular page are not predominantly focused on
news (and thus are not classified as online news site in these Internet usage statistics). It also excludes the
use of news via e-mail, SMS or on mobile phonesjatmetworking tools ath many blogs which are
increasingly popular for the diffusion of news online. So in total a much higher share of Internet visits is
dedicated or can be associated with some news consumption.

Combined print and online newspaper audience actually growing?
The industry still struggles to find a metric for total print and online readership that will be
meaningful to advertisers. The online standard — unique monthly visitors — does not compare in frequency

or intensity of attention to average daily print circulation. Despite falling newspaper readership as
illustrated in Part 1, surveys show that the combined print and online audience of news organisations might
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actually be growing and is faring much better than other legacy media. While print circulation is falling,
the number of unique visitors to newspapebsves grew very strongly in recent yeaksstudy by the
circulation bureau with Scarborough Researahtlie six-month period ending on September 2009, for
instance, shows that the combined print and omiespaper audience grew by 8%. In France, studies
(such asl'Etude de la presse d'information quotidienrePIQ) confirm that this type of combined
readership has increased significafitlymproved and more reliable metrics will be needed to confirm
such type of combined readership measures.

Composition of online news sites

In terms of the preferred type of online news sources there are variations between OECD countries. In
many Western OECD countries the Internet webpages of broadcasters and also increasingly online
newspaper sites play a large role in attracting news-related visits.

More recently newspaper websites have seen strong growth in their own pages, with several million
of unique users per month in most OECD countfRpular sites in the United States such as/thé
Street Journal Onlinesite generate 33.4 million average monthly visitors. In Spain, for example,
Elmundo.esvas the most popular newspaper site, attrgciimout 3.5 million average monthly visitors.
Again the main driver of this trend is a strong increase in referrals by Google, search engines and
increasingly also social networks. Other related reasons are better search engine optimisation and the more
effective use of paid searches. It is also important to note that the Internet sites of newspapers are
increasingly also receiving direct hits as users hasm ths their homepage or type in their HTML address.

In some markets for which we have data the access to foreign news sites is an important component of
the online news landscape. In particular, English speaking sites draw significant traffic from abroad. On
the contrary, in the print world, newspaper readership was almost exclusively national. While online UK
newspapers, for example, draw substantial domestic audiences, most attract even larger international
audiences. Specifically, the Mail Online derived 78Ptts worldwide audience from outside of the United
Kingdom, followed by FT.com (67%), and Metro.co.uk (61%).

It also seems clear that tools such as Googléabpo! News do not capture a large share of the news-
related traffic. News aggregators make up for less than 10% of total news-related traffic in the United
States and more like 5% in the United Kingdom and Australia. Still, news aggregators such as Digg,
StumbleUpon, NetVibes which started as rather small tools constantly increase their market shares.
Moreover, online only news providers (pure players) are growing rapidly in importance with about 25% of
all news-related visits in the United States and Australia.

In the United Kingdom the BBC online News (and hence the website of a public broadcaster)
dominates website traffic to online news sites ahead of much smaller shares going to other broadcaster’s
websites: Sky News and then Yahoo (Figures 20 and 21). Online newspaper Internet sites also receive a
fair share of individual trafficaily Mail, The Telegraphetc.) which is lower than to the BBC site. Sites
such as MSN or other news aggregators do not reeeore traffic than well-known newspaper sites and
are also overtaken by online only news sites (Fig)e Among news aggregators in the United Kingdom,
Google News, News now, and Digg capture a majority of the traffic.

In the United States, it is the webpages of print organisations which capture most traffic, followed by
broadcasters (MSNBC, CNN), and followed by onlineygmoviders, and then news aggregators such as
Yahoo News (Figure 21). English-speaking Canadiarst nften consult MSN, Yahoo/daily press (a news
compiler), and the CBC (broadcaster). In Korea and most likely also in Japan, Internet portals dominate
online news visits. While search engines and others may play a lesser role in actually disseminating news,
they are crucial for spurring traffic to online news sites, followed by webmail mail and social networks
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(Figure 22). Figures for the UK show that 25-35% of traffic to news websites comes from one single
prominent search engine alone. Increasingly searches on services such as Google directly propose links to
newspaper and other online news articles. These are counted as referrals, from a search engine to news but
not as online news traffic going to Google (sinagythre not hosted on Google News). Sending news over
e-mail is increasingly popular — even though the data below does not capture this unmeasured activity.
Blogs are also important as a referral to online news items but their contribution to referral to online
newspaper sites is hard to quantify and not taken into account below.

Figure 20. Online news traffic by main sites, United Kingdom
in per cent of the total Internet visits to the online news category, August 2009

Source: Experian Hitwise for the OECD.

Figure 21. Visits by type of news and media provider
in per cent of the total Internet visits to the online news category, August 2009

60.0%
50.0% +— OUK BUSA OAustralia
40.4%
40.0% 1
30.0% T 28.9% 26-49
20.0% +—
11.8%
4| P
10.0% 0% —
0.0% , i i H i i . ,—i—\ .
< < > ] P <
S 5 c @ 5 < B
o} @ 6 o 5 02 S
1S € = 'g S g o £
%) E = O [%)] > [ ]
Il = c 5 i o> 5]
S o o 3 > S
s 9]
= >
@ 8

Source: Experian Hitwise for the OECD.

49



DSTI/ICCP/IE(2009)14/FINAL

Figure 22. Sources of online news traffic
in per cent of total upstream traffic sent to news categories, August 2009

Source: Experian Hitwise for the OECD.

Online news distribution: Value chains, business models and actors

Due to technological, demographic and othemgea, a new online news ecosystem is emerging
which changes the business models and value chains of traditional newspaper production and distribution.
For a start, the rise of the Internet and other technologies radically changes how news is produced and
diffused. Newspapers feel the impacts on their work flow, value chains and their business models.
Furthermore, the possibilities of online news distribution enable the entry of new intermediaries that create
and distribute news, for instance, online news aggregators, online news publishers, intermediaries
specialised on mobile news, platforms for citizen journalism and many more. Competition but also
partnerships between these new and more established news providers are emerging to redefine value
chains, the access to the consumer and how revenues are allocated.

This section discusses the new value chains ai®mnlews distribution, the news business models and
actors — all against the backdrop of the traditionalspaper value chain and economics. Similarly to other
WPIE digital content studies a stylised 'online news value chain' is elaborated (Box 3). Questions, for
example, are: How do alternative sources of information change traditional news production and
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