CLOSE-UP ON INDUSTRY

Outrunning the Boulder

There’s a crisis in the newspaper industry, one that veteran journalists describe as trying to outrun a boulder going downhill.  One veteran says he sums up the issue by asking his colleagues, “Do you think we can outrun this thing?"
  “The thing” is the tendency for both readers and advertisers to migrate to the Internet, where news is largely free and classified advertising can be purchased more cheaply than in the local paper.   This migration represents profound changes in both the newspaper industry and society, and those changes are creating something of an identity crisis in the world of newspapers.
Newspaper circulation has been declining for years, and the decline is accelerating.  Even established readers are becoming less willing to go to the trouble of actually obtaining a newspaper.  As one longtime reader noted, “Once, I would drive across town if necessary.  Today, I open the front door and if the paper isn't within about 10 feet I retreat to my computer and read it online. Only six months ago, that figure was 20 feet.  Extrapolating, they will have to bring it to me in bed by the end of 

the year and read it to me out loud.”
 
The loss of circulation has led to a loss of revenue caused by a decline in local advertising by such traditional clients as auto dealers, travel advertisers, and hotels.  The Ford Motor Company, for example, says that 80 percent of its customers now shop online, doing everything from their initial research to setting up test drives and getting quotes from dealers.


At the same time that advertising revenue is down, the costs of producing the newspaper are up.  P. Anthony Ridder, chairman and chief executive of the Knight Ridder newspaper chain, explained it this way:  "Newsprint costs are up significantly. Wages and health benefits are up. So you have the cost pressure on the one hand and the lack of revenue growth on the other.”

Ridder knew what he was talking about.  Shareholder pressure forced him to sell all 32 papers in the Knight-Ridder chain in 2006.  The buyer, McClatchy newspapers, turned around and sold 12 of the 32 papers.  All of these new owners will try to increase profits by cutting back on expenses.  They will join the owners of the majority of metropolitan papers who have announced job cuts in the last two years, often in the hundreds.  And often the employees don’t have to be laid off.  When a buyout was offered at the Washington Post, there was a rush for the doors.

Examining these cost-cutting measures, the editors of the Columbia Journalism Review observed,  “This can work for a while, but at some point it has to erode the quality of the product, which further erodes readership, because who needs a paper when the reporters producing it are too rushed to get beneath the surface?  When editors are too fearful and squeezed to be creative?”
 

Another editor, trying to be optimistic, said it this way:  “That doesn't mean newspapers are toast. After all, they've got the brand names. You gotta trust something called the "Post-Intelligencer" more than something called ‘Yahoo!’ or ‘Google,’ don't you?  No, seriously, don't you?  OK, how old did you say you are?”

And throughout the industry, the boulder gathers speed.
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