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he crisis of newspapers has generated

a broad debate in the world of journal-

ism (1) and academics (2) that revolves

around the following questions: will
newspapers survive? If so, in what form? If not,
what will the consequences be for the sector and
for democratic systems? (3)

To respond to these questions it is necessary to go
back to the middle of the 1990s, when daily newspa-
pers decided to diversify and to add digital content
alongside traditional print copies. (4) There were three
ways for newspapers to approach internet: deciding to
resist against the web and remain off-line, and thus not
publish their contents digitally; or deciding to embrace
the new technology and publish their content on-line
for free, or publish it for payment. In all three cases
they also could have put pressure on public author-
ities to regulate the spread of informational content
through the internet. (5)

THE “ORIGINAL SIN” OF PUBLISHERS

he first movers and market leaders (for example

The New York Times in the United States and /la
Repubblica in Italy) immediately decided to embrace
the new technology, and with this embrace they im-
itated the business model of commercial television,
that is, to diversify by publishing their content for
free, basing digital revenues only on advertising sales.
They also failed to exercise pressure in favor of the
regulation of internet in some manner. This move
contributed to making free access the standard in the
sector, establishing constraints for other newspapers
and followers (only a few newspapers deviated from
this strategy, such as The Wall Street Journal). The de-
cision was made in order to finally challenge television
on the same ground, that of the immediacy of infor-
mation and advertising sales. (6) At this point, news-
papers could have bet on the differentiation of their
product, with respect to both television and what is
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offered by all the other actors who began to emerge
and spread on internet, and define themselves as pure
digital publishers. The goal of traditional newspapers
was to use internet to expand their potential market,
adding the readers/consumers of the digital addition
to the readers/buyers of the print version, and adding
advertising investors in the digital edition to those of
the print version. The digital product was thus intend-
ed as complementary to the print edition. However, in
essence they did not only imitate the business model of
commercial television, but also the content and form,
reducing the differentiation of their products with re-
spect to those of television and the other actors pres-
ent on internet.

THE CRISIS BEFORE INTERNET
his strategy of imitation, though, did not depend
only on the diversification required by internet,
but on a process that had begun beforehand, and de-
veloped simultaneously. This situation was observed
in our country in particular.

In Italy, unlike in other countries, newspapers nev-
er reached mass penetration, and a clear distinction
was never reached between “quality newspapers” and
“popular newspapers.” (7) Moreover, after the peak of
copies sold was reached in 1990, (8) there was a grad-
ual decline (that then turned into a rapid collapse). (9)
To respond to this situation, the newspapers decided
to position themselves more towards the “popular” di-
mension, an approach that influenced both content and
graphic style. (10) As regards content, the newspapers
decided to expand variety, increasingly mixing “high”
issues with “low” ones, hard and soft news, serious and
frivolous subjects. We also saw an increase of inserts
and supplements, among which we should cite those
aimed at female readers (for example, Io Donna by Cor-
riere della Sera and D - la Repubblica delle Donne, both
launched in 1996). (11) The graphic design saw the
gradual introduction of colors and a more extensive
use of images. In addition, decisions were made to prop
up revenues and limit costs. As regards the former, the
newspapers increased their price (varying it based on
the presence of inserts and supplements), and added
accessory products to the print copies (first VHS tapes,
then DVDs, books, etc.). On the costs front, they aimed
to increase the efficiency of publishing and production
processes with the adoption of new technologies and
the reduction of personnel. The decision to combine
newspapers with the sale of accessory products made
the newspaper no longer the end result of a choice, but
a means to purchase something else at a low cost, or in
the case of audiovisual products, to access another me-
dium. Therefore, when internet began to spread, the
newspapers were already passing through a situation
of crisis, and they saw the web as a tool to face the dif-
ficulties they had and address the disadvantages with
respect to television. (12)

€2M n. 2/2020

THE CRISIS AFTER INTERNET

he gradual development of network and web in-

frastructure, the proliferation of devices used to
access internet (computers, smartphones, tablets), the
birth and growth of new actors and products (algo-
rithmic platforms, instant messaging platforms, etc.),
definitively broke down the borders between sectors
and businesses: all media (journalistic publications,
television, radio, social networks) simultaneously com-
pete with each other, 24 hours a day, 7 days a week, to
satisfy people’s information and entertainment needs
(readers, listeners, viewers). This situation merely ac-
centuated the crisis for newspapers.

Focusing attention on the supply side, we can ex-
plain the reasons for the crisis by citing the now classic
model of exploitation-exploration. (18) The publishers
of newspapers, beyond their official statements, decid-
ed that the print versions were headed towards certain
death, (14) and thus decided to exploit them as simple
cash cows, limiting to a minimum the resources and
competences for their maintenance and development.
An example is the fact that there have been no signif-
icant innovations in terms of the physical distribution
of the product and in the network of newsstands. At
the same time, publishers explored internet to develop
new products, new services, and new markets. As al-
ready noted, this was however done by imitating other
media and other actors. Actually, following the evolu-
tion of technology, the strategy of imitation was taken
to the extreme: the written text was supplemented not
only with images, but also with audio products (pod-
casts), videos and web TV, thus increasing the overlap
with radio and television; the popularization of con-
tent was accentuated and went side-by-side with a sen-
sationalist tone, and in particular relating to the con-
tent published on the website and distributed through
social media (think of videos dedicated to pets, strange
happenings in the world, etc.). In this way, a blend was
created between the product distributed on paper and
the one distributed via the web (the audience is differ-
ent, but the publication is the same), with consequent
confusion between the publishing/journalistic content
and content generated by users. Lastly, in addition to
the classic form of information, a strong communica-
tions apparatus was added, with the development of
services such as native advertising, native content,
branded content, marketing content, and so on, in this
case generating a mix (and confusion) between jour-
nalistic content and advertising content.

Between print and digital, between readers and ad-
vertising

‘What we have described to this point took place in a
context of gradual reduction of the resources deriving
from both the sale of publishing products and that of
advertising space. (15) It is important to focus atten-
tion on the resources available to newspapers and the
sources of those resources. We can distinguish them
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by the type of media (print or digital) and the type of
client (readers or advertising investors). Let us com-
pare the following publishers/newspapers: RCS Media
Group, GEDI (la Repubblica), The New York Times
Company and The Guardian Media Group (1The Guard-
zan) and position them in a space limited horizontally
by the medium (print or digital) and vertically by the
customer (reader/other or advertising investors). (16)
Figure 1 shows the positioning of these four publish-
ers/newspapers in 2019: (17) 83 percent of the reve-
nues of RCS Media Group come from print, 65 percent
from readers or other forms of proceeds; GEDI (la Re-
pubblica) receives 85 percent from print, 57 percent of
which from readers/others; The New York Times gets
53 percent of revenues from print, 71 percent of which
from readers/other; for The Guardian, 43 percent of
revenues come from print, with 59 percent from read-
ers/other. Let us focus out attention on 7The New York
Times, for which we have reliable longitudinal data.
The paper’s business model has changed considerably
in the last 20 years (Figure 2): in 2001, print made up
97 percent of revenues and readers generated 38 per-
cent of revenues. The incidence of print fell and that
of readers increased. All of this has taken place in the
last 5 years in particular. What does this data tell us?
The data says that print is still the most important me-
dium: it is very important for RCS Media Group and
for GEDI, where over 80 percent of revenues come
from this medium. Print is still important for The New
York Times because it is still the predominant medium.
Print is less important for The Guardian, although it is
still considerable, representing 43 percent of revenues.

Furthermore, revenues from readers are prevalent
for all publishers/newspapers taken into consideration:

The point of view of

this goes from a minimum of 57 percent for GEDI (la
Repubblica) to a maximum of 71 percent for The New
York Times. So apart from the medium considered, the
business model has changed and is changing, as the
readers’ propensity to pay is becoming increasingly
important. For print, this is not new, because the so-
called “free press” has always been present, but played
only a minority role. A study conducted on the United
States market (18) has shown that despite a large in-
crease of the price of single copies and subscriptions
(the price of single copies tripled from 2008 to 2016,
and that of subscriptions increased by an average of
293 dollars), two-thirds of readers remained loyal to
their newspaper, thus confirming the relative inelas-
ticity of demand to price increases. For digital, the sit-
uation is different. In the 1990s and early 2000s, the
decision taken at the global level by the majority of
publishers and newspapers to adopt the business mod-
el of commercial television made information a com-
modity, and thus negatively affected readers’ propensi-
ty to pay. Is it conceivable for newspapers to develop a
business model based on digital and paid content? It's
hard to say.

IN SEARCH OF A NEW BUSINESS MODEL

n 2019, in a sample of 7 countries (Finland, United

Kingdom, France, Germany, Italy, Poland, and the
United States), the percentage of newspapers that ad-
opted a paid content model was 69 percent (for only
digital dailies this percentage goes down to 6 percent).
(20) The average price of a monthly subscription is 14
euros. The percentage of only digital subscribers to a
newspaper was 15 percent in Norway, 14 percent in
Sweden, 8 percent in the United States, 6 percent in

Economia & Management readers

e present here the results of a survey conducted among a small sample of Economia & Management readers,

(19) 92 percent of whom read newspapers, 69 percent on paper and digital, 26 percent only digital, and 4
percent only paper. For 43 percent, the two media are equivalent, while 21 percent prefer paper and 36 digital.
Focusing attention on digital, 52 percent read newspapers accessing the web site, 26 use the app, 12 percent
read through social media, and 8 percent through newsletters. In addition, reading takes place 37 percent on the
computer, 32 percent on a tablet, and 31 percent using a smartphone. The two newspapers read most by Economia
& Management readers are Il Sole 24 Ore (read by 68 percent) and Corriere della Sera (read by 51 percent). They are
followed by la Repubblica (36 percent) and La Gazzetta dello Sport (15 percent). 45 percent also reads foreign papers.
The main ones are: Financial Times (29 percent), The New York Times (20 percent), The Guardian (17 percent), and
The Wall Street Journal (12 percent). For 57 percent of those surveyed, the reading of the papers occupies between
half an hour and one hour a day (every day), for 31 percent less than half an hour, for 7 percent more than an hour a
day, and 6 percent do not read every day. 52 percent believe that newspapers are the most reliable means to obtain
information, followed by radio (21 percent), television (11 percent), and social media (9 percent). The Economia &
Management sample is thus a group of “omnivorous” readers: they read on paper and digital, on multiple media,
they read multiple newspapers (Italian and foreign) and find newspapers more reliable than other media. In
response to the question of how they see the future of newspapers, 63 percent of the sample think they will survive

as niche products.
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Figure 1 - The positioning of some publishers/newspapers
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Finland and Denmark, 4 percent in the United King-
dom, and 3 percent in Spain and Italy. (21) The decision
to purchase a subscription to satisfy one’s information
needs using a digital medium generally regards only
one newspaper. This figure must be compared with the
propensity to purchase a subscription to satisfy oth-
er needs - such as entertainment - using other media
(for example videos and music). On this point, when
presented with the choice of only one subscription,
people under 45 year old responded as follows: 87 per-
cent would choose a subscription to a video streaming
service, 15 percent a music streaming service, and 7
percent an online information service. The percentage
for an online information service rises to 15 percent
for people over 45.(22) This data thus tells us that the
propensity to pay for digital media is relatively low,
and heterogeneous among different countries.

THE EFFECTS OF A PAYWALL

Another aspect to consider regards the variability of

this propensity as a function of the type of news-
paper considered. For example, in a study conducted to
understand the impact of paywalls, (28) it was demon-
strated that their introduction reduces the number of
pages visited per day, and that this reduction is lower
for newspapers that publish content (a) of a political,
economic-financial, and sports nature, (b) that is unique
(i.e. not published by other newspapers), and (c) that
has a liberal orientation. These results are consistent
with those of another study which showed that a pay-
wall has a negative effect on occasional readers inter-
ested in popular content, and less on assiduous readers
interested in niche content. (24) The data from these
studies tells us that a paywall is more sustainable for
quality and/or specialized newspapers. Moreover, the
reference to the liberal orientation is consistent with
another result: (25) citizens with a populist orientation
consume more television that non-populist citizens,
who consume more radio and print media. Moreover,
focusing attention on digital media, the former use so-
cial media more as the principal entry point to informa-
tion, compared to the latter, and share and comment on
information content through social media more.

AGE DIFFERENCES

here is also a significant difference in the use of

sources of information based on age and genera-
tions. This use is differentiated as a function of the me-
dium/device used and the preferred type of medium.
For a relative majority of citizens less than 85 years old
(45 percent), the first contact with information in the
morning takes place through their smartphone, while
for a relative majority of citizens 35 or older (30 per-
cent), the first contact takes place through television.
Moreover, among those who use their smartphones for
information purposes, people under 85 do so through
social media or messaging services, while citizens
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85 or older directly access the site or application of
a newspaper or other information product. Lastly, the
percentage of those who prefer the text format to ac-
cess the news is 48 percent for citizens between 18 and
24 years of age, 64 percent for those between 25 and
34, and 70 percent for those 85 and older. (26)

A DIFFICULT CO-EXISTENCE

We now return to newspapers and the choic-

es they have made. The relationship between
exploitation of paper media and exploration of digital
media has been managed with difficulty. Newspapers
have intervened repeatedly on the number of staft (re-
ducing the number of print workers and journalists,
and increasingly relying on freelancers and external
collaborators), on the organization of work (first sepa-
rating then integrating those who work on print prod-
ucts and digital products), and on the development of
digital skills to add to strictly publishing abilities. On
this front, newspapers have begun to work on the data
relating to the usage and consumption preferences and
habits of their readers, modifying their articles as a
function of the readers’ reactions. This goes in the di-
rection of an increasing personalization of the product,
reflecting the fragmentation of the public. However,
basing publishing activity on readers’ preferences also
risks weakening the role of newspapers in defining the
agenda, and thus their degree of social influence and
the unique nature of their content. Lastly, to limit costs
and/or have the economic-financial resources indis-
pensable to develop digital products, publishers have
shifted their attention towards economies of scale, ex-
ecuting outsourcing and/or merger and acquisition
operations.

For some newspapers, these changes have been
simple. For example, some have benefitted from their
broad base of readers: think of The New York Times
and The Guardian, that speak to a national and inter-
national liberal elite in English (14« percent of The
Guardian’s and 16 percent of The New York Times’ rev-
enues are earned abroad), or Le Monde, that is aimed
at French-speaking readers. They have all invested
significantly in digital, but with differences in terms
of products developed and economic offerings. In ad-
dition to having adopted a quantitative paywall and
deciding to be a quality product, (27) The New York
Times has also developed popular products such as
crossword puzzles and applications dedicated to cook-
ing. The Guardian has decided not to adopt a paywall,
but to develop a funding model based on membership
(28) and subscription to the site and the app in order
to have content without advertising. (29) Le Monde,
that has 57 percent of its paid circulation in digital and
43 percent in print, which in turn is divided between
29.1 percent print subscriptions and 138.9 percent sin-
gle copies sold, (30) decided to reduce the number of
articles published and increase the number of journal-

DOSSIER

© Egea SpA - ALL RIGHTS RESERVED



© Egea SpA - ALL RIGHTS RESERVED

ists in order to guarantee higher quality. (31) We must
also add the two global economic-financial dailies to
this category, i.e. Financial Times and The Wall Street
Journal.

SOME POSSIBLE SCENARIOS FOR THE FUTURE
From what we have written, it emerges that the
crisis of newspapers does not depend only on the
external environment, but also on choices made by
publishers, who in a certain sense dug their own grave.
They diversified, imitated, and positioned their prod-
ucts at a low level, thus not only failing to expand their
reader base, but pushing away some of their custom-
ers. So what should newspapers do to attempt to man-
age this situation? Some solutions could be as follows:
* revive the print version, given that in most cases,
it represents the medium which generates most of
the revenues and is characterized by a perception of
higher value. This does not mean maintaining the
status quo, but innovating the medium, changing the
distribution and sales network, reviewing choices
regarding frequency, working more on integration/
complementarity with digital. Moreover, paper
could be revalued as has happened for vinyl in the
music sector;

 abandon the position of subjection towards other
media (television and social media), developing a
unique and different product with respect to others;

* position products in the higher segment, abandoning
the popularization launched during the 1990s;

* understand that the reader is the main funder of
the product, and thus develop a commercial logic
that takes into account the rebalancing between the
market of readers and the advertising market.

These choices would obviously make newspapers

no longer a mass product, but a niche product. Will

newspapers be destined to an elite of readers will-
ing to pay to be part of this restricted group, guar-
anteeing the possibility to have quality information
that others cannot have? If the answer is yes, then
there will be repercussions: on the one hand, on the
functioning of democratic systems, because part of
the population will be excluded from high-quality
information; on the other, on the publishing sector,
because not everyone will be able to survive. A sec-
ond scenario emerges here, that in which newspapers
would no longer be considered market goods, and
thus publishers would be transformed into non-profit
entities based on private philanthropy or public fund-
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« In the 1990s and the beginning of the 2000s, the majority of publishers and daily newspapers adopted
the same business model as commercial television: published content became available to everyone
for free and it was decided that digital revenues would only come from advertising sales. This way,
information was transformed into a commodity, with a negative affect on the propensity of newspaper
readers to pay.

 Except for some international leaders (The New York Times, Le Monde, The Guardian, Financial Times,
The Wall Street Journal), the relationship between the exploitation of print copies and the exploration of
digital was managed with difficulty by all publishers.

» Among the possible future developments in the sector, there is the possibility to reposition newspaper
products in a higher segment, abandoning the “popularization” launched during the 1990s, and
developing a commercial logic that takes into account the rebalancing between the market of readers
and the advertising market.
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