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Online News: To Charge or Not to Charge?

“The old business model based on advertising Then the dot.com boom hit. And, when

only is dead ... that's not going to change newspapers joined the stampede to online, they
even in a boom. Critics say people won't pay brought their print-based business model with
(for content), but | say they will. But only if them. Content wasn't going to make them any

you give them something good.” money - why try to charge for it? Advertising

- Rupert Murdoch at a workshop on the future was where the revenues were going t.o be
of newspapers by the Federal Trade made. And so newspapers began the practice of

Commission, Dec. 1, 2009 giving their content away, charging nothing for
access and expecting eyeballs-on-ads to
Newspapers and news magazines have produce their profits.
traditionally generated revenues in two ways:
circulation (selling your product to subscribers
and single-copy buyers) and advertising (charging  |n the early 1990s, newspapers still were
advertisers to use your product to deliver their enjoying boom times. Total daily circulation of
ads to readers). U.S. newspapers in 1990 was at an all-time high
- 62,635,000 newspapers were sold a day. With
such strong circulation, newspapers enjoyed a
big advantage over other media in charging
advertisers premium rates (and in recording
record profits).

Decline of Print Revenues

In the pre-Internet, “dead tree"” days, circulation
revenue was always a break-even proposition: the
revenue generated through subscriptions and
single-copy sales basically paid for content
production, printing, distribution and the other
material and labor costs involved in producing @ Byt the multiplicity of news and information
periodical. outlets on the Internet, and the rise of 24-hour
television channels for news, has had a
profound effect on the news business. By 1999
U.S. daily circulation had slid to just under 60
million; by 2005, to just over 55 million.
Recently, the Audit Bureau of Circulation (ABC)
reported that this trend continues to
accelerate. The results for the last three six-
month reporting periods:

Traditionally, newspapers and magazines made
80% of their revenues from advertising. From a
business perspective, the editorial content that
gave the product its primary appeal to readers
was seen simply as the vehicle through which
papers sold ads. Content didn't make newspaper
money; advertising did.
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A Oct. 1, 2007-Mar. 31, 2008: down 3.5% on
weekdays, down 4.5% on Sundays

A Apr. 1, 2008-Sept. 30, 2008: down 4.6% on
weekdays, down 4.9% on Sundays

A Oct. 1, 2008-Mar. 31, 2009: down 7.1% on
weekdays, down 5.3% on Sundays

In each case, the decline was the worst ever
reported by ABC. Accompanying this sharp drop
in circulation are the steepest declines in
newspaper advertising ever reported by the
Newspaper Association of America (NAA): in the
first three quarters of 2009, quarter-overquarter
declines in national advertising were 25.87%,
29.61% and 29.84%, respectively. However, even
those figures look good compared with losses in
classified advertising over the same three
periods: 42.34%, -40.42% and 37.90%

A recent post on niemanlab.org, the website of
the Nieman Journalism Lab at Harvard
University, debated whether it was more
appropriate to refer to such losses as a "“bus
plunge” or a “cliff drop.”

Added to the print-related woes is the fact that
online advertising on newspaper sites has yet to
approach the levels foreseen when papers first
went onto the Web. In November 2009 the NAA
reported declines in online advertising --
attributed to the recession -- falling 16.92% in
the third quarter to $623.1 million. But that's still
less than 10% of newspaper print ads revenues.

Clearly, even after a decade of growth, online
advertising will never approach what print
advertising was at its peak, and newspapers are
going out of business at alarming rates (the
Seattle Post-Intellegencer), going bankrupt (the
Tribune Company, The Philadelphia Inquirer, the
Minneapolis Star Tribune), cutting back on
publication days (The Detroit News/Free Press),

Charging for Content Online?

charge for content access. In May of 2009
Rupert Murdoch, head of News Corp., announced
his decision to put up pay walls around all of his
newspaper properties, from The New York Post
to The Times of London. (The Wall Street
Journal, acquired by Murdoch in 2008, has long
charged for online content access.)

Murdoch's announcement triggered a new round
of discussion around how newspapers can
charge for a product that they have given away
for more than ten years.

What can newspapers offer their customers that
is perceived as so valuable that they are willing
to pay for it? And what is the appropriate
business model and payment method for selling
news online -- is it the
subscription model that

The brand that The Wall

drove the print-centric

newspaper business
throughout the 20th
century? Are

"micropayments” --
charging users a small
amount for accessing
each article, sometimes

Street Journal built for
years through its print
product, that of a
comprehensive source
of detailed information
on business, translated
directly to the Internet.

referred to as the

"“iTunes model” -- the way to go? Will a
“freemium"” model -- where some content is free
but other articles are walled away for premium
subscribers

Subscriptions

In the past five years several publications have
erected "pay walls” around all of their content
through online subscriptions. The results, with
several notable  exceptions, have been
disappointing.

In September 2005 The New York Times
established TimesSelect, which cost $49.95 a year
(or $7.95 a month), and put its commentators and
archive content behind a pay wall; exactly two
years later it was dismantled. Why? The Times
decided that, even though TimesSelect had
227,000 paying customers, revenues from paid
content access could be surpassed by the
advertising revenues generated by selling ads on
commentator pages and allowing non-paying
customers to view them. In other words, the Times
believed that traffic increases from search-engine
optimization (SEO), and opening millions of pages
to search engines, will generate ad revenue.



