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Sales Efforts Increase,
But ‘Smaller Dollars’
Prove Hard to Chase

BY EMILY STEEL
AND SHIRA OVIDE

Inan effort tomake up for their plung-
ing print-ad revenues, newspaper com-
panies have been scrambling to train
theirsalesteamsinthe intricacies of sell-
ing online ads to local marketers.

But in many cases they aren’t selling
alot of ads and at least some of the new
ads they are managing to sell are canni-
balizing their print-ad revenues, indus-
try analysts say.

Over the past two years, the number
of local salespeople peddling online ads
for newspapers has ballooned to 15,500
from 5,900, according to estimates from
media-research firm Borrell Associates.
Traditional media companies have be-
lieved strongly that they have an edge
over Internet companies because they
are based in the communities they serve.

But whatever edge may have existed
appears to have evaporated. Newspa-
pers now control only 27.4% of the local
online ad market, down from a 35.9%
share in 2006, according to Borrell.

There are several reasons why news-
papers so far have failed to crack this
market. Because online ads are far less
expensive than print ads and thus offer
lower commissions, it’s difficult to get
salespeople to focus on selling the digi-
tal products.

Also, the types of ads that newspaper
companies are selling—typically banner
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ads—don’t correspond with the needs of
alocal merchant. And much of the poten-
tial local online ad revenue growth
comes from small and medium-size local
businesses, amarket segment that news-
paper companies have typically ignored.
It’s not that spending on local ads
isn’t growing—that market expanded at
a57.2% clip last year. The big winners so
far are Internet companies like Google
and Local.com, which collectively con-
trol 53.3% of the local online ad market,
up from 25% in 2006. And they’ve done
that with only 1,400 ad-sales reps. They
specialize in selling ads that target con-
sumers searching the Web for a particu-
lar product or service, whether it’s a
plumber or a neighborhood pizzeria.
Some publishers say rising competi-
tion from everyone from Google to local
bloggers has made it tough to offset
newspapers’ sliding share of local online

ad revenue. “At the moment we’re just
trying to retard it as much as we can,”
says DanShorter, president of digital me-
dia for the Minneapolis Star Tribune.

The cannibalization of print ad reve-
nues is also a problem. One common sce-
nario is that a trusty local print adver-
tiser—a car dealership, say—that used
to spend $20,000 a year on advertising
might now spend a quarter of that with
the newspaper online and nothing in the
print product. Thus, the newspaper com-
pany is now selling more digital ads, but
the new sale is taking away from its bot-
tom line.

Companies like E.W. Scripps, A.H.
Belo and Lee Enterprises generally
have threebroad streams ofad revenue—
local, classified and national. Classifieds
typically represent 60% to 70% of pa-
pers’ online revenue, but Craigslist,
among others, is fast gobbling up that
business. The pool of national ads, mean-
while, has been a promising area for
newspapers, but even there, growth is
slowing. That’s why papers are focusing
relentlessly on local online ads. A lot of
newspaper companies have teamed up
with Internet players like Yahoo on a va-
riety of cross-selling and ad-technology
initiatives to get more local ads.

Small- to medium-size businesses
are a prime target for newspapers be-
cause their limited ad budgets price
them out of the daily print paper. News-
papers aren’t the only traditional media
businesses trying to reach this crowd:
Yellow pages-style directories, which for
years have sold listings to small busi-
nesses, are also eyeing this opportunity.

But as newspaper companies have
discovered, smaller and less sophisti-
cated advertisers require more hand-

holding—and bring in fewer ad dollars—
thanatraditionallocal advertiser. The in-
dependently held Bakersfield Califor-
nianrecently started offering free semi-
nars to teach local small companies how
to set up free business listings on Google
and Yahoo, and on an online directory
hosted on the paper’s Web site. These
smaller businesses for the most part
have annual advertising budgets of
$10,000 or less a year, which would be
eatenup by buying just two full-page ads
in the paper.

“It’s a very long sales process for
smaller dollars,” says Mary Lou Fulton,
vice president of audience development
forthe Bakersfield Californian, whichnow
has a handful of digital-only ad-sales reps.

Most newspaper companies don’t
break out local from nonlocal ad reve-
nue. But in the last week, Scripps, Belo
and Lee reported declines in online ad
revenue for the second quarter. Those
figuresincludesboth ads sold separately
and as part of a bundle with a print ad.

Some papers, like the Scripps chain,
are trying to give sales people more moti-
vation to sell online ads. At Scripps’s Cor-
pus Christi Caller-Times paper in Texas,
for example, the online audience is about
40% of the size of the print circulation.
Asaresult,40% of the salespeople’s com-
missions are tied to their sales of online
ads. Figure goals go up sharply each year,
forcing the sales teams to sell more digi-
tal ads to continue to maintain their
monthly commissions.

“Unless you take practices that have
been in place for 50 years and shake the
dust off the rugs, you’re not going to
move the needle,” says Mark Contreras,
senior vice president of Scripps newspa-
per division.



