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Papers’ Web Hopes Dim a Bit

Ad Growth Online
Slows as Sources
For News Burgeon

ven with all the grim news

the newspaper industry has
faced in recent years, publishers
have consoled themselves that
they have a lifeline. If they could
switch content away from print
and onto the Internet—bringing
advertisers with them—they
could save their businesses.

Last week, that lifeline be-
gan looking frayed. New York
Times Co, warned Thursday
that online advertising growth
this yvear won't be as strong as
the 30% it had projected. On the
same day, Tribune Co. reported
that the growth rate for fivst-
quarter interactive revenue
was sharply lower than a vear
earlier. Gannett Co. likewise
said online revenue growth
slowed in the first guarter from
a year earlier.

Several other major U.S.
newspaper companies have yet
to repart for the first quarter, in-
cluding MeClatchy Co. and
Washington Post Co., although
on Friday the chief executive of
Washington Post's online arm,
Caroline Little, said growth was
“slowing slightly across the
board bur is still very healthy.”

Dow Jones & Co., publisher
of The Wall Street Journal, re-
ported 30% growth in online ad
revenue in the first quarter, up
from 26% a year earlier. Dow
Jones's business model is differ-
ent from that of other publish-
ers, however, because much of
the Journal's Web site is sub-
scription-only, which reduces
the amount of traffic but allows
the Journal to charge higher ad-
vertising rates, because paying
customers are thought to be
more committed,

Analysts agree that the re-
sults at the Times and Tribune
reflect a broader trend. “We ab-
solutely see slower growth com-
ing," says Kip Cassino, vice pres-
ident of research at Borrell Asso-
ciates, a media-research firm.
“Generally, newspapers tend to
believe things that have been
good are going to get better,
And that's not always the case.”
Rorrell says the growth rate in
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online ad spending in newspa-
pers will likely fall to a percent-
age in the low 20s this year from
28% last year.

To be sure, that may reflect a
broader deceleration in the
growth of Web advertising.
EMarketer, a market-research
firm, predicts the overall growth
of U.S, online-ad revenue will
slow to 18.9% this year from
30.8% last year. It predicts news-
papers will do slightly better.

But last week's news came as
the number of online news out-
lets proliferates. Rival media
such as TV stations and maga-
zines have beefed up their pres-
ence, adding to threats posed by
Web giants such as Google and
Yahoo and popular sites such as
CNN.com, Even the social-net-
working site MySpace has
added a news feature and is
boosting its ad-sales efforts.

Media buyers also indicate
marketers are beginning to look
bevond traditional journalism
sites, realizing many news junk-
ies go elsewhere, too. "Advertis-
ers are getting less scared of
blogs and newsgroups and now
are beginning to take money
away from the traditional news-
papers’ sites,” says Greg Smith,
chief operating officer of
Neo@Ogilvy, an interactive ad
agency owned by WPP Group's
Ogilvy & Mather, New York.

One major issue for many
newspapers online: Roughly
70% to 80% of their online reve-
nue is tied to a classified ad sold
in the print edition—known as
an "upsell,” says Paul Ginoc-
chio, a newspaper analyst at

Deutsche Bank. And as newspa-
pers see a sharp erosion in clas-
sified advertising for real estate
and jobs, their Web sites are be-
ing hit as well,

Analysts say papers need to
find new categories of advertis-
ers, “Newspapers need to move
beyond the traditional classi-
fied sources they've relied
upon." says Borrell's Mr. Cas-
SIN0.

Underlining this pressure is
a shift under way within Inter-
net advertising. The ad formats
that have so far proved stron-
gest for newspapers—banner
ads, pop-ups and listings—are
losing ground to formats such
as search marketing, Ad buyers
say automotive, entertainment,
finanecial-services and travel
companies—all major newspa-
per advertisers in print and on-
line—are aggressively shifting
dollars into search marketing.

“Thereis a dramatic shift go-
ng on,” says Eric Bader, senior
vice president, director of digi-
tal connections at Publicis
Groupe's MediaVest. Marketers
like search advertising because
it leads customers to exactly
what they are looking for, and is
easy to measure, he says.

The problem for newspapers
is that the benefits of search fall
disproportionately to the Goo-
gles and Yahoos of the world.
Newspaper companies are in-
creasingly looking for deals
with such portals, and 13 pub-
lishers, including MeClatchy,
MediaNews Group and Hearst,
recently signed a comprehen-
sive deal with Yahoo that will re-
fuire the newspapers to use Ya-
hoo search on their Web sites.

Yahoo and the newspapers
would sell ads on each other's
sites, and the revenue would be
shared. Content from the papers
would be featured on Yahoo's
channels. But some newspaper
executives worry that the deal
takes too much power away
from the newspapers.

Still, the biggest opportu-
nity may simply be for newspa-
pers and other Web properties
to persuade more advertisersto
put more money onto the Inter-
net. A survey of 273 U.S, adver-
tisers last vear found that 67%
of the companies with annual
revenue of 8500 million or more
will dedicate less than $1 mil-
lion to online ads, according to
JupiterResearch.



