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SUMMARY

This study provides an 4depth treatment of the global newsper publishing market and its
evolution, with a particular view on the development of online news and related challenges.

It assassesnline news consumption patterns and nelinemews value networks, compared wvittle
traditional newspaper value chaih showsthat 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 desinfiice declining
advertising revenues and signficant redudimontitles and circulation. The economic crisis has amplified
this downward developmertiowever,the dataand the large countrpy-country differences, for instance,
currenty donotlend#tnms el ves to make the case for fnAthe deat
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 ardudish are being
experimentedvith, some of which are empowered ingreasingechnological sophistication and resulting
decentralised forms ofoatent creation and brodmhsedparticipation.The rise of the Internet and other
technologies radically chges 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 mdndormation providers with ery different
trajectorieg TV, newspapers and Internet compane® nowcompeting heawn in a global online news
environmentMore recently newspaper websites have seen strong growth in their own pages, with large
newspapers reporting several milliomigue visitors to their pages per month, increasingttuding
readers from abroad, a radical shift froational patterns of establisheewspapers

Paradoxically, wile the print newspaper sector might be struggling, individuals ramaetheless
confroned with an evefincreasing availability of diverse newk terms of time spentinternet users
report a large increase reading online newspapetsut most online readership is mae hog irregular
and sporadic than print newspaper readership uség.tdhe way newss consumed isalso radically
different online. Online news readers get a variety of news from different squaltesing them to mix
and compile their own personalised informatiblowever,it is unclearwhether online readers obtaireth
same depth anfireadthof news as traditional readerfSurthermore,a significantproportion of young
people are not reading conventional news ataallirregularly. The studyalso finds that currently no
business and/or revenue sharing models havefbeadto finance indepth independemews production.
Thisraises questions astlee supply of higkguality journalism in the longeerm.

Finally, the studyraisesa number of opportunities anssues before concluding with an analysis
business angddlicy issuesin the shorterm, some OECD countries have put emergency measures in place
to financially help the newspaper industry. The question is being debated what potential roles government
support might take isupportinga diverse and local pressthout putting its independence at stake. Given
that almost all OECD countries are currently reflecting on how to approach these isisustidihis
designed to provide @latform for further exchange ammediate and longdaerm policy development
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MAIN POINTS

Part 1: The evolving newspaperpublishing industry

1 News creation andistribution were affected bynew technologiessuwch as radio and T\and by
changing readership habits long before the Internet emerged. However in recent years access to a
wide number of online news sources, the declinen@fspaper readership amdvertising and
classified revenues have considerablgetid the newspaper industnymost OECD countries

1 After very profitable years, newspaper publishéms most OECD countries face increased
competition (free dailies, Internetnultiple TV and radio sourcgsind often declining advertising
revenues, title and circulatioras well asdeclining readershifsee Part 1 of this study and related
figures) The economic crisis hasnplifiedthis downward development.

T About 20 out of 3 OECD countries face declining readershigth significant decreases gomeof
them(Table 2) Newspaper readership usuallylower amongyounger peoplevho tend to attribute
less importance to print media

1 Thanks to the strong development of newspaper titles ifOE@D countries the world aggregate of
newspaper titles hasowe\er increagd in the last decadealmostdoubling since 200GHowever,
exceptfor a few OECD countrieffor example Ireland, Turkeyand Portugalthe number of titles is
on the decline in the OECD region (Figwie The same applies to newspaper circolativhich is
alsodeclinng in most OECD countries (Figuressj.

1 The growth of the global newspaper marketwad progressively from 200 almostzero in 2007
and negative growth sincé@8. General and regionahdlocal press are particularly affectadd
2009 was expected to be the worst year for OECD newspapers, withatbestdeclines in the
United States, the United Kingdom, Greece, Italy, CanadaSpain (but muctsmallerimpact on
countries such a&ustria,Austraia, and others, see Figurg 2

i The economic crisis and the fall in offline and online adviedispendingin generalhave created
additional problems formost newspapers leading ttarge falls in their advertising revenues
(including for free dailiesnanyof which haveceasedperdion), loss of circulatior(see Figure 2)
the closure of newspapers and shedding of newsroomistaffiny OECD countriesStructural
factors are compounded by cyclical factors.

1 Employment declingin the newspaper industiyave been ongoing sinc&997 for many OECD
countries. Butheyhave intensified since 200Barticularlyin countries such as the United States, the
United Kingdom, the Netherlands aSgain.

1 However, large countipy-country and titleby-title differences and the data currently dot lend
themselveso makingt he case for Athe deat h o®ECD boantriese ws p a
and potential positive effecbf the economic recovery are taken into accoWftile it is clear that
newspapers and other more forreadi news outlis 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

)l

The traditional role of newspaper publishers is to intermediate between content producers
(journalistsand other proiderg, information users, and advertisers and atlsgreking the attention
of readers

Part 2 presentsa stylisednewspapervalue chain whre the main stages are conteereation,
manufacturing and distributicandthis is used t@nalyse the economic$ established newspapers.

Newspaperdave generatd revenue by selling newspaper copies to readers on théamband
advertisement space to advertisers on the othesssubsidsing the production of news with the
sale of agertisingandbr other commeeial activitiesif the newspaper is part of a largeredia
conglomerateNewspapersraditionally had high profit margins

On the revenue sidehe global newspaper publishing marketives about 5% of its revenues from
advertisingand about 4% from newspapersales The reliance on advertising is very high in the
United StatesLuxembourg and Canadaut lesssoin countries such as Japddenmark andhe
Netherlands.

Advertisingas a share afiewspaper revenudsgd beergrowing before the onset of theconomic
crisis and br more than half of OECD countries newspaper advertising revenues increased
significantly between 2004 and 2007 (or 2008).

Neverthelessthe share of advertising going to print newspapers has been declining for the last
decadein mog OECD countries and the newspaper advertising markieas more recently
experiencd large falls in offline and onlineadvertisinggrowth. This turnaround in newspaper
advertising revenuestarted to impact some countries much earlier (as early as 200@fionark,
Francethe United StatesJapanthe Netherlands, and the United Kingdom) than others (from 2007

in Canada, Finland, Italy ar8pain).

On average, mine advertising only accouatl for around4% of total newspaperevenues in 2009
Neverthelessthe outlook for online advertising revenues for newspaper organisations is very
positive,also given th@ngoing economic recovery.

On the cost sidesosts unrelated to editorial work such as production (and the costly purchase of raw
material such as pap and ink), maintenance, administration, promotion and advertising, and
distributiondominate newspaper cosihese 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 anttas

1

The divers of online news includechnology,changing media useew business modeland new
Internet intermediariegndsocial factors such as increased mobility padicipdion in the creation
of online content.

In the areaof technologyfor news production, digital content management systems allow editors to
produce content dictly in various formatand to adapt tmcreasinglyintegrated newsrooms.

Rapid advancein mabile technologies, wireless networks amelv readeinterfaces have enabled
mobile news deliveryand the introduction of smartphonesd e-reades. This and other similar
multimedia devices and business models will enable the reader to access constatty, up
interactive news in real time, and within a glodalternetenabled context. This will empower a
targeted news experience.



DSTI/ICCP/IE(200914/FINAL

The Internet asan important but complementargource of new

)l

"Readingnews online" is an increasingly important Internetctvity. In some OECD countries,

more than half of the population read newspaperéne (up to 7P6 in Korea) but at the minimum

20% of the populatiorread newspapers dime. The willingness to pay for online news is low but
increasing.

In manyOECDcourtries, TV and newspapers are still the most important sources of news lsit this
shifting with newspapers losing groundra quickly to the Internet thaTV. In countries such as
Koreathe Internet has already overtaken other forms of news.

For the mostpart reading news oline complements other forms of newsading Most surveys
show that etive offline newspaper readers tend to read more newsenCountries such as Korea
where offline newspaper reading is less popular than online newspaper arading exception.

While younger age groups are much more&ctinline news readerg, is usuallyslightly older
groupsi the 2534 yearoldsi who are most active imost OECD countries

Despite these findings, the sharepebplewho only read onlinenews is likely to grow rapidly with
new generations who start using the Internet early inTife. Internet islreadythe main sourcef
newsfor the 1624 year age bracketven if the 284 year group reads more online news

The real concern howevds that a significant proportion of young peopleare not reading
conventionahews at allor irregularly Research undertaken in tbiaited Kingdom alsshowsthat,
although young people demonstrate an apparent ease and familiarity with computers|ythey re
heavily on search emges, view rather than read and sometimesiat possess the critical skills to
assess the information they find on the web.

In terms oftime spentinternet users report a large increaseeading online newspapeisut most
online readership is momed hog irregular and sporadic than print newspaper eestdp used to be
The way newss consumed islsoradically different orline. Online news readers get a variety of
news from different sourceallowing them to mixand compilgheir own personalised information.

The questions how the different actors in the esgstem contribute to citizen engagement and to
democracy generallyas each plays an important role in this regard. While there may not be many
empirical studies ofhe 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

)l

In all OECD countries, Internet traffic to onlinewe sites has grownapidly. About 3% of all
Internet visits are related t@adingnews online, which is a conservative estimate. In fact, the
combined print and online audienaenews organisationsay be growing

In many Western OECD countries the hmigt webpages of broadcasters and online newspaper sites
play a large role in attracting nemaslated visitsMore recently newspaper websites have seen strong
growth in their own pages, witlarge newspapers reportisgveral nilion unique visitors to thir
pages per montlincluding increasingly readers from abrpadadical shift frormewsgpapes.

While in many marketsearch engines and their news services do not gatlaege slare of the
newsrelated traffic, they are very important in terms oerahg Internet traffic to other online news
sources such ashe Internet pages of newspapers or broadcastelthough there may be
disagreement as to the importance of this referral both in terms of traffic and whether the volume of
traffic or unique uses is an important metric fgublishers
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1 News aggregators such as Digg &etVibes(online only news provideysonstanty increase their
market sharesand sociahetworking sites such as Twittare also increasingly important sourcés
newsand platorms for exchange

Online news distribution: Value chains, business models and actors

1 Therise of the Internet and other technologies radically changes how news is produced and diffused.
It enables the entry of new intermediaries that create and distnitmws,including online news
aggregators, online news publishers, mobile reasters citizen journalism and marothers

1 A consequence of these changes is that information providers with very different histories (TV,
newspaperandinternet compang find themselvesampeting heaenin a new globabnline news
environment.

i Part 3presents a sty@ed online news value chain whiaepictsan increased role of users as
contributors to news,na alarge number of online news actors and intermediatiedso illustrates
the strategies and business modelditbérentactors.

1 In the onlinecontext the production and dissemination of news is much more interactive and multi
directional, rather than lineaNews is constantlyjupdaed with journalists and o#r news
contributors monitoring, distilling and repakng information.

1 New actors aré) news organisations which only provide news onligecalled pureplayers) ii)
search engines whichare often ako a form of news aggregatioiii,) Internet portad with news
servicesjv) social networks or communication services suchiaister, v) other news aggregators,
vi) providers focused on mobile news alowi&) new online advertisingroups viii) hardware and
services providers.

1 Many of these actors wihot necessarily be interested in generating money by selling news content.
They alsodo nothavethe large fixed cost basd traditional newsorgangationsto provide indepth
and varied reportingndto operate physical manufacturing, distribution adchinistratiorof news

T News wires, freelance journalists, photographers or catearas whichi as supplier$ usually fed
linearly and directly into newspapers and other nesganistions inthepast mi ght opt t o
t he mi ddl| e ma ntént directty tolstermeipattors ocusans willing to pay

1 Device or network service providers which did not play any role ip#stalso control access to
end consumarand have a large degree of bargaining power with content providers. Similarly to
othe digital content industries, new types of intermediaries and standards are emdsgirsgnay
also increasingly become diffusers, commentators and creators of news.

1 Direct revenues generated ¢ine from news consumers are still rather small. Most if alb
revenues are generated via online advertising or online classifiediamhgand content licensing.

1 Newspapers and in particular news wires have also licensed their content-frathizd and started
collecting revenuefrom it. Newspapers andtleer news organisations haegperimented in trying
to sell access to news on a pay-ipem basis or via subscriptions kufor the most part revenues
are negligible although there are a few positive examples such asVaide Street Journalnd
Finandal Times Towards the end of 2009, newspap&esegearing up for a second trial to charge
for online content, hoping that the Internet useexe more willing to payA new trend for
newspapers is also to own other Intenedated businesses artd sell other servicedo their
customer base.

T In 2008 and 2009 there were also an increasing nuwibenlineonly news sites which started
operating with donations and trustees (offline)

10



DSTI/ICCP/IE(200914/FINAL

Part 4: The future of newscreation and distribution: Opportunities and challenges

1
1

)l

The impacts of the changing media landscape on news are pullingppdsitedirections.

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

The other extreme is that the demise of the traditional news medalithigs (partially caused by the
rise of the Internetand with it an important foundation for democratic sociesex risk.

Part 4summarise some of the arguments of the debate.

Part 5: Business and policy issues

)l

Given the central role ohews for democratic societies, the evolution$ news creation and
distributionare a matter of public interest

In terms ofpolicies, the distribution of news dme is, for the most part, not considered as an
entirely separat@olicy issuefrom news policy in generaln general there i§) a body of Press
policies and framework conditionandii) state support measures whiare being reviewed in light
of the current news contex@nd more recently these are being complementeiii by set of specific
challenges or policy areas linked to online news or the Internet.

In the shorterm, some OECD countries have put emergenegsures in place to financially help
thestruggling newspaper industiyhat potential roles government support might take in preserving
a diverse and local press without puttitgindependence at stakebeing debatedlhe question is
also whether ah how the production of highuality and pluralistic news content can be left to
marketforcesalone.

In OECD countries support measures and topics being delmadede i) discussions on how to
maintain a high qualitindependent newis a changed comtg ii) improvement or intensification of
existing state support policies (direct or indirect subsidies, funds to support local journalism, etc.)
and an extension to online news provigdii9 rules and funds enabling the modernisation of
newspaper orgasationsi including multimedia skills andewtechnology;v) changing the finance

of the some of thepress industrye.g.to a nonrprofit or charitystatus v) relaxation of regulations
which may improvethe financial health of the newspaper industrieax (reductions, relaxed
competitionand media diversity laws)vi) the role of public broadcasters and their impact on
commercial news providerandvii) Internetspecificconsiderationsbout the status, role and code

of conduct of online news providersdaonline policy challenges.

Selected policy issues which are treated inclugéosteringnewspaper readership) freedom of
information, the press anexpressioniii) journalisn skills and working conditions iv) quality,
reliability and governancef online newsv) the role of public sector broadcasting in a digital news
environment vi) media diversity and ampetition vii) advertising and direct marketing rujesnd
viii) intellectual property rights and technical standards

11
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INTRODUCTION

Independent journalisrand news distributioplay an indispensable role in informing citizeffiey
area pillar of public life and pluralistic, democratic societies.tii¢ir best, they ara source of reliable,
quality information that people trust and understand.

The newsgathering and distribution process is undergoing deep chiangemy OECD countries
both the number of physical newspaper titles, their circulation and newspaper readership are in decline.
After a periodof healthy growtifor the newspaper industngewspapecirculationandreadershigjmumbers
and advertising revenues arstly falling. In addition to competition from traditional sources such as
television, radio, cable and others, togayinger readerare mostly attracted tahe Internetis a source of
news and informatiariWhile the newspaper industry is experimenting with new distribution modhels, t
economic crisis and related fall in advertising revenues have accentb@townward spiral of many
forms of printed newsThe economic foundations of journalidmave to be rethoughtn particular, in
certain OECD countries ewspaper bankruptcies and layoffs have increased and currently a significant
number of newspapers are losing money.

At the sameime, it has never been easier, quicker and cheaper to accessThewsternet and
related mline media sourceare offeringusers instant access to newlen associatedith "rich" media
such as video. And often this news can be accessed forThedraffic on the websites of traditional
newspapers, wire agencies and traditional public broadcasters such as the BBC is igqodiygvhile
all these entities are reinventing their value chains and business modelgative news services and
content dstribution models are emergimghich offer minuteby-minute updategersonalisationmproved
functionalities and thedelivery of custonged information to vaous technology platforms (e.g
Smartphong e-reader. And it is not only the distribution afews which is changing.€Rders can now
more actively participate ithe news creation, editing and disseminapioocess, either by acting as citizen
journalists, having their own blog, writing comments or forwarding their preferred article-mizil.e
Arguably the diversity of voices and news sources has incredited more participative web

While it is clear that news gathering and distribution @ranging fundamentallyit is lessobvious
what online business modelspartnerships and organisatiomsll best support codintensive, public
serviceoriented news in the futuriVith decreasing editorial staff and resources at traditional newspapers,
resulting from the challenges that the industry is fadjjgstions arise whether newsloe is as dierse
and a trusted source of higjuality information as it might seefin particular to cover local and costly
international news, e.g. war zone€urrently few of the online news distribution models are generating
significant revenues and those whiah ate often not directly linked to the newspaper industry itedf. (
Internet portals, search engines). Falling subscriber bases means more reliance on advertising revenues
which can sometime be a threatthe independence of a paper. The further dase in online and offline
advertising spending engendered by the economic crisis will increase the search for a functioning business
model. New technologiesgw actors, newevenuesharing practices, and changing user demographid
styles will furtheramplify change and the need to find a new model for news creation and distribution.

Thesedevelopmentsare at the center gdublic interestand have thus recently been at the heart of
public discussionggovernment attention amgew policies
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Background

The Working Party on the Information Econohms been tasked tmdetakea studyononline news
distributionas part of itProgramme of Work and Budget 202010 Qigital Economyltem 2.1) and its
ongoingwork on Digital Broadband Conterih this conext, rewsis defined as theeporting of current
events usually by local, regional or mass media in the form of newspapers, television and radi
progranmes, or distributed oline, via PCs or mobile deviceBhe main characteristics ghiality news are
timeliness, revelation, seriousness, authenticity and impgr{ Encyclopedia 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 itg}s in democraciesews 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 othe press
pillar of contemporary societies and wigiformed citizens.At its best, one of the functions of news and
journalismis to keep up the accountability gbvernmerg, businesses and individuals.

Put this way, newss often considered quasipublic gad, whichmarketsalone might tend tander
produce especiallyif citizens do not see or are not willing to pay for these positive externahtéxgs ha
also been charactesgd asa merit good that isa commodity which it is judged that an individuadr
society should haviedependently of his or haility and willingness to pagfor example, educatior)

Newspapers plag critical role inthe provision of newslheycontribute heavily to the gathering and
diffusion oflocal, regional or internati@al news (which are thesftenre-used orradio or TV) Theyhave
setthe news agendar a very long timeindhavea better track record of covering public affainen other
media® The printed press is also the main employer of journafistgost OECDcountries’

The available economic literatuaésoshows thecritical importance of daily newspapers to help keep
a check on corruptio(in particular ingovernmentand to spur civil engagement in politids.fact, here
is a significantpositive correhtionbetween more press freedom and less corruptiondrga trossection
of countries based on available studig%In the past, ¥en small newspapelrsve been shown toake a
difference in terms of impacts on polalccompetition and transparenéyore so tharrV, radio and
blogs for instancey

That saidtoday information and news are mugtore accessible than in the pastiding cases of
corruption, other scandals or any type of information from the public has beeemedifficult in
contemprary, networked societies. The Internet and other technologies have proven to be a powerful tool
to quickly uncover and diffuse informatiowith this, the role of journalism and newsganisatios is
changing Future research in this area will be neededeevaluate the impact of this shift in news
distribution on both the consumer and the industry.

Objective and structure of this study

The objective ofhis study is to provide an analysis of news creation and distribufithna focus on
thelnternet

The main questions addressed ajeWhat is the state of the newspaper industng newspaper
readershif, ii) How is online news distribution developing and in which way does it change how users
access newsi#t) What are new value chains, business e®adnd ways the creation and delivery of news
are organised online? Andhat are the impacts of digitisation and digitalidery on the news value
chair? iv) What ae the opportunities and challenggsandv) What are thebusiness andoolicy
consideratiaswhichemerg®
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The studyis composed of five parts

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

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

Part 3: Online news: Developments, alue chains,business nodels andactors
1 Assessing online news deks
1 Providing a recent stoetake of online news developments, and

1 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 creaton and distribution: Opportunities and challenges
1 Raisingrelatedopportunities and challenges

Part 5: Business and policy issues

1 Exploring business and policy issues related to the challenges and barriers in the development of
traditional and online nesvprovision.

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 provided invaluable assistance with resiag¢&t to
relating to he newspaper industry. The European NewspBpblisterd Association (ENPA) was a very
good source concerning the relevant policy issMagional experts nominated by member countries and
other notable scholarén particular Dr. David Levy, Director, Ruters Institute for the Study of
Journalismfrom the UK Terry Flew, Professoof Media and Communication ithe Creative Industries
Faculty, Queensland University of Technolofipm Australig Anténio GranadpProfessorlUniversidade
Nova de Lisboandthe @ i t or i n c hi feofin Pastdigal Viildeke I651Pétersen, $pecial Adviser,
Ministry of Culture from Denmarkave contributed with very helpful commen8no Youn Oh (Seoul
National University, Republic of Kore&as contributed to the reseautdtthis study.

The study builds on existing WPIE studiesd in particular the OECD studies the participative
web, on digital content (including Chapter 5Stiodé OECD Information Technology Outlook 20@8d the
study on online advertising), and Chap¥ of theOECD Information Technology Outlook 2066aling
with blogs, RSS feeds and citizen journalismparticular Part 5 of this studyuilds on the OECD Policy
Guidance on Digital Content (Annex 2) ahds some relevant links to the ICCP pubjonInternet
intermediaries
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PART 1: THE EVOLVING NEWSPAPER PUBLISHING INDUSTRY

After an introduction to the evolution of news provision, Pampravides available metrics and

analysis on the state of the newspaper industry, first comparing its overafinsizeomparing various
OECD markets and second by analysing recent newspaper market developments. A few @wantries
analysed in more depth to givegional example§he effects of theconomiccrisisareassessed

Historic evolution of newsprovision

News creation andlistributionwereaffected bynewtechnologiesuch agadio andTV and changing

readership habits lortgefore the Internegmerged

)l

The first regularly publishedewspapein the worldwas published between 1605 and 16A9isa
Relation).’

Rising literacy and philosophical traditions, formation of nation states, a developing postal system
created new market elements in th& &é8ntury and helped newspapers to emerge.

Sweden passed the first law protecting press freedom in 1766. Progisessicethen the roles of

the press and media freedom are considered essential in democratic societies and are protected by
constitutions or laws guaranteeing frgess.However,throughout much of th&9" century in the

United Statedor instancenewspapers were often public relations tools funded by politicians, and
newspaper independence was a rarity.

In the United Stateshé period between 1890 and 1920 is ofeferredtoash e A Gol den Age
print mediawhen press lrans such adoseph Puizer built publishing empires.

By 1920,newspaper industries began to face major challenges broadcast radiokor the first
time, rewspaper publishers were fertto reevaluate their role as primary information proviiém
193536, klevision was itroduced as a news mediwand took off in the 1950s

Since the 1970de introduction of progressively more channels and information medied&s a
fragmentationof audiences into smaller segments. Umétently this media developmenwas
accompanietby a steady increase fmint-relatedadvertising revenues.

Since the 1970s anii980s some OECD countries have seen significant ownership changes of
newspaperg,e. large entities or media conglomerates incorporating newspapers and the consequent
move avay from single newspaper ownership. In particular in the United States entities owning
newspapers were increasingly listed on the stock exchangdamentally altering financial
expectations, priorities and newspaper managecthento a greater focus qnofitability.

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

newspaper history, it is relatively recent that Jpamtisan, independent press coupled with
investigative journalism are thedar of the day®
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1 In the 1980s newspapewndertookefforts to publicise news via videotext/teletext, without much
commercial success however. In the 1990s, newspapiosiuced servicesuch as CEROM,
digital assistants, fax and bullefimard. In November 1999The YomiuriShimbunJapanyeleased
the first CD-ROM which provided searchable archives of news articles and images fspecific
period that haved®en digitalized from microfilm

1 Broadcasters started to operatel®lur news channels, starting with CBS and CNkha1980s.

1 Metro Internationalstarted with one free daily newspaperl995 in StockholmThe trend to free
dailies effectively started challenging paid newspapers in 2000.

1 The first online newspaper was published in January 19%ahy Alto Weekly Cdiornia, United
States In 1994 the first commercial browser with online classified advertising sites such as Craigslist
(1996 emerged as serious competitors.

1 The worldwide online newspapers and other online news media grew significaritly the last
half of the 1990sLe Monde(France set up its webgitin 1995 and th&lew York TimegNYT) in
1996.

T In 1994the first blogsemerged butheir take up was slowmongthe generalpopulation.Today,
they are an integral part of Internet use and the sgamm

1 In 1998USA Todaystarted charging for its online archiv&sd.Paisstarted introducing paidccesso
articles in 2002. Howevempaid access to newspaper articles was quickly abanddmedo the
unwillingness of users to pay.

1 Following the rise of Niscape, Lycos and others, Internet portals played an increasing role as news
outles and news aggregators. In 2006, Google started its Google News services while Yahoo!
started itdNewspaper Consortium.

1 The South Korean online newspapg@hMyNews(www.ohmynews.com) with the motto "Every
Citizen is a Reporter" was founded in 20@izen journalism and blogs toal a very noticeable
form in the 2004 Tsunami, and the 2005 London City bombings, and have been growing ever since.

1 An increasing number ofnline news site (pure player sitey came on the scenéor instance,
Rue89 (Francedtarted its operatioris 2007,

1 Since 2007 the iPhone and otlkarartphongare a major driver of mobile access to news.

1 In 2008, ProPublica an independent, rprofit online news organisation started its operatiotts
become one of a numbermfominent philanthropic or negprofit online onlynews organisations

1 In May 2009 Amazon unveiled its Kindle 2, an electronic book reg@derader)which givesaccess
to online newspaers thanks tpartnerships with major US newspapers.

T In many OECD countries, thee@omic crisishasstrongly impacted the newspaper indusinin
part leading to the closure of newspapers or city/forbigreas.

1 In the last quarter of 200%omenewspapers started charging agdor some of their articles or
restricting them to paid subscribers, wéikyet unclear impacts on their revenueseadership.
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Size of the global newspaper publishing markednd industry

The next sections provide available riket, 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 markdefined asonline and offlinecirculation and advertising
revenues of traditionahewspaper publishers) is estimated at USD 164 billion in 2009 (PwCga?2009
Despite the fact that 2009 is a year of decline, its revenues considerabgd#hose of recorded music
(USD 27 hillion), video gamegUSD 55 billion), films/movies (USD 85 billion) and also consumer/
educational book publishing (USD 112 billion).

The United States, Japan, Germany #rel United Kingdomhad the largest newspaper publishing
markes in 2008 (Figure 1)'* Most OECD countrie have seen a growth of their newspaper market
between 2004 and 2008, led by Turkey @H@&nd Greece (+36). Only five OECD countries for which
data is available have experienced a dechvith the United States being particllaaffected (20%),
followed byJapan {9%), the United Kingdon{-7%), Canada{%) and The Netherlandsl{s).

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 gowth of the globalnewspapemarketslowed progressively from 2004 (8@growth over the
previous year) down to only about zero growth in 2007 and negative growth since-2Z)§RwC,
200%). In 2009 the global newspaper publishing market is expected to significantly shrink by atxout 10
(PwC, 2009). The growth slowdown started and is most heavily pronounced in North America (since
2006 negative growthl4% in 2008 -18% in 2009). The Asia Pacific region has resisted the most with
growth holding up until 2008 and an estimated declines¥f in 2009.Turkey, Greece, Austria, Mexico
and Australiawere experiencing doubldigit growth between 2004 and 200@. 2009 however, the
newsp@er markets of all OECD countriegere declining (see Figur@ for estimated peentdeclines
between 2007 and 2009). Abowtihof OECD countries experientdrops below the 2004 levels, with the
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United Stateg-34% from 2004 level)the United Kingdom(-22% from 2004 level), Japan18% from
2004 level) affected most. Germany, Italye Netherlandaindthe New Zealand have also noteworthy, but
mostly onedigit, 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, vatlded and
employment data concerning the newspaper publishing industry. In particular, the available data from
Australi a, Korea and Japan concerns the much bro
peri odi c mdlusesscientific jounnals and ngazines 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 tiffoliered by the
United StategFigure 3) Within the EU, Germanythe United Kingdomand France have the largest
newspaper publishing industries by turnover. For the yearsa@iii the only market witla declinewas
the United StatesAs a share of total market economy turnover, however, évespaper publishing
industry is most significant in the Nordic EU countries (Norwnland, Sweden and then Denmark),
Germany andhe United KingdomIn most OECD countries that share of the total econwasyshrinking
very fast in the period between 108nd 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

I n 2005 Japan overtook Norwayds |l ong tepaith posi
newspaper readership in tECD. The Nordic countries also have a high readership defdsfined in
terms of paprs circulated per Q00 population)

1 In Japan 526 paid daily papers arecglated on an average day pe®QD population, more than
Norway with 458 issues, Finland with 400 issues, Sweden with 362 issues and Switzerland with 292
issues.Interestinglythese OECD countries also hagevery high broadband penetratidn. the
United Stateghis is true foronly 160 per D00 population, andirculation per populatioiis also
much lower in Canada (13#2r 1000 pop), France (122), Australia (116), Spaindltaly (both 90).
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Figure 4. Paid-for-dailies: Total average circulation (in millions), 2008
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Source: OECD based on data from the World Assaciation of Newspapers (WAN). Note: Many Japanese dailies publish morning
and evening editions on the same day under the sametite. A fiset paper o subscription to both editi
determining circulation figures.

1 Within the OECD, Japarb{ million per day), the United Statgd9 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 200&igee 4. However, non
OECD countriemnow play an extensive role in total world ngveper circulation with India and
China leading paid circulation givendth large populations

1 Japan provides five of the wolddop 10 paid for dailies ranked by ébtaverage circulationThe
Japanes&omiuri Shimburhas a total averagdaily circulation of about 10 million copies. When
excluding Japanese newspapers, the following OECD newspapers score hijltegGermany)
with 3.1 million circulated papersThe Sun(UK) with 3 million, The Chosun IlbdKoreg with
2.3 million, USA TodayUSA) with 23 million, andJoongAng llbo (Korea) with 2.2 million.

1 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 (20 out of 100), followed by Japan (16 out ¢h&00),
UnitedKingdomand the USA (both 7 out of 100).

Employment

The numberof peopleemployed in the newspaper indusgnew strongly in OECD countriem the
second half of the 20st centurgnduntil the end of the 1Ms In France, for instance, the number of
journalist almost tripled in two generations (CNRS, 2009). 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 Germanthe United Kingdonand Frace!® Between 1997 and 2007 most OECD
countries for which data is available have however experienced a rapid or dedhi® in newspaper
employmentNorway (53%), the Néherlands {41%), and Germany {25%). Some OECD countries such
as Spain (6% growth between 1997 and 2006) and Poland%Bthave seen the employmehy
newspapesincrease
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The United States has most journalists emplpyelfiowed by Japan, Germany and the United
Kingdom (Figure 5). In terms of growth, the available data up until 20@®@r does not show a rapid
decline of journalists which is broadly shagemtoss the OECyut rathera slight increaseor stagnation of
the number of employed journalistBhe exceptions are the Netherlands #re United Kingdonmwhich
has already experenced a rapid decline of journalists before the economic chkist 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 -71%
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
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Source: OECD based on data from the World Association of Newspapers (WAN).

Recentnewspaper market developments

After very prdfitable years OECD newspapempublishersface increased competition (free dailies,

Internet) and dten declining advertising revenugesitles and circulation and declining readershipThe
economic crisis hasompoundedthis downward developmentiowever, there r@ large countryby-

countryand titleby-title differences ananly afew generalisationsan be madabout the state of the news

industry. Certainly thedata does wt currently lend itself to making he case

newspapar as suggested by sonfEogel and Patino, 200%0oulet, 2009) in particular if norROECD

countriesand a patntial positive effect of the economic recovarg taken into account

Number of titles

1 The cecline of newspaper titles has beengoing fora number of year®r even decadeis some
OECD countriesln France, for instancéetween 1945 and 2004 regiotides wentdown from153

to 56 and nationdiltlesfrom 26 to 10(Le Hochand Sonnac2005.

1 In 2008, roughly 4000 newspaper titles existed in the OF@Da majority of OECD countriehe
paid-for dailiesnumber of titleslecreasedin 14 OECD countiesout of 30)or heldroughly steady
(defined as less thar¥@variationi 6 OECD countrieout of 30)among OECD countriglsetween
2000 and 2008Figure 6). In some countries the decseawas very noticeable from 2000/20@2
2008: he Slovak Republic69%), Belgium ¢25%), Netherlandg-17%), Switzerland {16%), New
Zealand(-15%), andNorway (10%). TheUnited Statedas lost % in terms of number of titleX et
other OECD countries have witnessed a growth in the number of theifopaldilies numbes:

for

most noticeably Kore@l23%, not in graph as per the Npt&urkey (768%), and Ireland50%).
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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)
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Source: OECD calculations based on data from the World Association of Newspapers (WAN).

1 Thanks to the strong development of newspaper titles irOE@D countries the world aggregate of
newspaper titles has increased strongly in the last décabheost doubling since 2006iowever,
thesefigures have to be used with care dwemeasurement problems (Annex 1)

1 The OECD Enhanced Engagement countries now cané titles than OECD countries 444)

with a 406 growth in the last decad®ECD accession countries (excluding Russia) total about 600
titles with less dynamic% growth over the sam2000/20022008 period
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Paid newspapericculation

1 The share of the OECD in total world daily paid newspaper circulation has declined f#6nm 49
2002 to 426 in 2008.0Overall paidfor dailies total average circulation numbers are decrgdesin
OECD courtries, in particular after 1999/20@Bigure 7). Paidfor dailies total average circulatio
20002008 showda 2.6 decrease among OECD countrieshis 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 EES5 is an OECD estimate.

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

1 As measured between 2000 and 2008, faictirculation numbers are decreasing among all OECD
countries except Ireland (45%), Pata(31%), Turkey (25%) and Portugal (12%) (Figure 6). Iceland
shows the largest negative change with 58% decrease of daily total average circulation since 2001,
followed by Denmark-@21%), Australid”, the United Kingdom, Hungary (all9%), the Netherlands
(18%), Switzerland and Canada{%) and Germany16%).

Outside the OECD area the average daily paid newspaper circulation hagrdeing for a number
of years compensatindor the drop in OECD paid circulatioand leading to the overall growth ineth
number of worldhewspaper$ by 186 from 20022008 (Figure 7 based on th@mperfec) available data
i seeAnnex 1) andby 2.6% in 2007and1.3% on aworld-wide in 2008"°

1 Growth in the BIICS countries by abo88% from 2000 to 2008/ery muchcontribued to this
growth, most notably India with a 4bincrease in circulation between 2000 and 2@&8ith Africa
(34%) and China (an estimated®) Gains are not only occurrintperebut also in other countries
and continentsncluding Africa and South Amexa.

1 OECD accession countries (excluding Rugsiawhich no complete data is availapleve a lesser

positive development in circulation but are memailar to OECDcountriesi with Israelhaving the
largest circulation figure but Chile being responsiblethe greatest gmth in newspaper circulation
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