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The changing news market

® In the past: people were hungry for news
B Newspapers = first mass media
B Much, often, regularly, fast, cheap
B Today: information overflow - people are confused
B Media competition
B Selected presentation of content
B Who provides best selection?

B Who provides best presentation?
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Newspaper versus magazine

B Newspaper requirements

B Fast
B Affordable
B Simplicity

B Efficient

multiple webs, vertical web lead
low-cost paper
no drying, ink penetration only

ready from the folder

B Magazine requirements

B Quality
B Process
B Materials

B Formats

www.ifra.com 3

high, one web horizontal lead
flexible, dryer, folder
multiple paper types, inks

standard sizes
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The newspaper product develops

From spot colour to process colour
Full colour on all pages

Smaller size, tabloid or “Berliner”
Magazine-style design

What is next?

Paradigm shift in newspaper production?

Newspaper = daily magazine?
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El Economista

B Madrid, Spain
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1L FCONOMESTA. SABADO, 19 DE AGOSTO OF 2006

ISRAEL: UNA HERIDA ABIERTA HACE 2 000 ANOS
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Newry, Northern Ireland
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Publishers share printing

B Publishing and printing - different businesses

Separation of Printing from Publishing

iframagazi

May 2008 1A Magasine

Owning a printing plant with another newspaper. possibly even a direct competitor. likely
fills many publishers with dread. Joint ventures in this area may not be the most com-
mon business model, but they can offer major advantages. if handled in the right way.

When competitors are the solution

The trend in our indusiry to separate the
printing from the publishing operations is
ongoing. With the continuing pressure on
publishers' revenue, it s, in many cases,
simply 8o longer viable for a newspaer 1o
own and run its own press, an operation
which involves significant overheads and
which may not always yield sufficient fi-
nancial benefts.

Publishers simply can no longer af-
ford the luxury of their own press and mail-
roam. This trend is also tied 0 the increas-
ing demand from ediorial deparmens for
100 percent colour and semi-commercial
print quality, which often requires new and
expensive press investments. Other chang-
ing product specifications that affect pro-
duction requirements are format changes,
lower page counts and shrinking circula-
tions, all of which leads to more complex
production and higher production cosis.

There are several ways of removing
print and mailroom production costs from
the publishing operation. Outsourcing the

10 2008, two nemspapers
In Nerrers Sweden -

Nor
cemauraten (NSD) and
Pited-Tdringes - set up »
Joint ginting compary
called Tyek i Norooten,
10 gint teie posications.
Erik Ransngen (pictured),
managieg director of Tk
| Nertotten, sivs, By
srinting in a joit facifty,
our omners gain miny
advantages,ieclugiog
Pigherefficiescy and lomer
costs, Very occasoeally, it
maybe o dsadvantage, f
5.3 protiem wises in
producton. In otber words,
e have 10 take the s
the good - f they
srare resources and get
cheap production 363 diys
3 year they may Fave to
cope with diseaptions aes
delays for two days”

printing to a third garty printer is of course
one of them. Another is to create 3 separate
printing company. With printing split off
from publishing, tighter cost control is pos-
sible, and at the same time the press and
mailroom can be run as an independent
business, creating more opportunities for
revenue. This is an increasingly common
route for newspapers o take. as is outsourc-
ing production.

A third option is to join forces with
another publisher to set up a Joint venture
for printing In a joint venture, two or more
publishers together own and operate s joint
production facility. This is a considerably
less frequent solution to the production co-
aundrum, mos: likely becsuse firstly, i in-
volves co-ownership with a possible com-
petitor and secondly, It therefore &s much
more complex 10 set up. Co-ownership be-
tween publishers is far from unheard of -
within newspaper distribution i s quite a
prevalent model in many markets. Where
Jolat distribution companies exist, the siep

t0 joint production Is & - relatively speak-
Ing - easy ane, and this is indeed part of
the background for several press partner-
ships, among them DZO Druck Oetwil am
See AG in Switzerland (see story page 24)
and Trykkompagnict in Denmark, owned by
Berlingske and Politiken.

Finding the right company structure

With several owners, often of varying
sizes and bringing different requirements
and needs to the table, the process of set-
ting up the legal entity of the company it~
self may present a major challenge.

In the north of Sweden, two newspa-
pers, Norrlindska Socialdemokraten (NSD)
and Pired-Tidningen, in 2003 set up 3 Joint
printing company called Tryck | Norrbot-
ten, 10 print their publications. Through the
creation of @ new publishing company,
Norrbattens Media, in 2007, which owns
both NSD and Nombottens-Kuriren, there
are now golng 10 be three papers printed in
4 new printing plant set 10 o into produc-
tion in early 2009, When the joint printing
company was first set up, one of the stum-
bling blocks was identifying a business
model to suit the situation.

Says Lennars Hakansson, publisher of
NSD: “The ‘problem’ was that Pited-Tidnin-
gen only had half the tumnover and circula-
tion of NSD, and yet wanted to enter the
partnership as a 50-percent owner. With
NSD generating twice as much revenue for
the joint printing company as Pited-Tidnin-
gen, it would not be right for the two own-
ers 10 receive equal dividends from it In-
stead, it was decided that profiis were t0
stay within Tryck | Norrbotten, in this way
growing enough capital to allow for the
new press investment.”

Sharing the burden

So what are the objectives of publish-
ers who have decided 1o take the route less
travelled and set up 4 joint printing ven-
ture? There are both techical and manage-
ment benefis 10 be gained.

The over-riding objective is cost sav-
ings, through sharing both capital and op-
erations cost between one ar more publish-

Continued on page 23
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Continues trem page 22

ers. By sharing In the investment, the parties
reduce both costs and financial risks, the
most significant benefit of this business
model. However, shared benefits also means
shared problems, when these arise. Says
Erik Raningen, MD of Tryck | Nonbotien:
“By printing in a Joint facility, our owners
gain many advantages, including higher ef-
ficiency and lower costs. Very occasionally,
it may be  disadvantage, if e.¢. a problem
arises in production. In ather words, they

B

have to take the bad with the good - If they
share resources and get cheap production
361 days a year, they may have to cope
with disruptions and delays for two days.”
A secondary objective for two o more
publishers partaering in printing may be 0
allow them the opportunity to carry out a
major restructuring of existing production
opeations, consolidating resources and ex-
pertise and thereby gaining some of the
technical benefiss mentioned below. While
this type of re-organisation and re-invest-
‘ment may be too costly and risky for a sole

publisher, 35 & group it provides  finan-
cially attracive altemative.

In addition to the financial beaefits of
setting up a joint printing venture, there are
also considerable technical advantages. The
primary one, of course, is that it may allow
partners to lavest in new and more ad-
vanced press technology. which not only
provides higher print quality, but also in-
creases press capacity. As a comsequence,
editorial depanments are free to develop
their products without the restrictions of an
old press, taking advantage of production

My 2008
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innovations such as semi-commercial offset quality and a more
advanced mailroom.

A more advanced and more Nlexible press also provides part-
ness with improved adagtability 1o changes in production require-
ments caused by a changing market. A state-of-the-art printing
and mailroom facillty in some ways future-proofs the production
of the involved parners, while at the same time allowing the prii-
ing company 1o sell the excess press capacity at  premium.

Why not just outsource?

Above mentioned benefits such as reduced financial risks
and higher print quallty can of course mare easily be obiained by
simply buylng print capacity from a third pary. So why choose the
‘more complex route of a jolnt venture? It may be & way of keeping
the costs of the printed producis down, but mare imporiantly, it
seems, it Is @ question of keeping contral of production ousput,
whether or not printing is a par: of the core business. Says NSD's
Lennart Hikansson: *We never discussed outsourcing. For us, It is
imperative to be in full control of the production process.”

Another reasan to set up  dedicated production facility may
be that there Is simply no outside press capacity to buy in the mar-
ket In question. This is cerainly the case in northem Sweden.
Hikansson again: “There just aren't any other printers with enough
capaclty in our region. And even if there was one, it would be un-
wise o move production ouiside the company - it's 1o good being
4 customer if you have only one supplier to choase from.”

From the polnt of view of the joint printing company, there
are implications of having several publishers as owners, as op-
posed to a single one. As a business, it means you have more obli-
gations and less independence 0, e.&. take on conTact work.

For the partners of a joint venture, as well as lnvesting in @
press with sufficient capacity and reliabilizy, it is important 1o have
4 detalled agreement in place for production schedules.

Says Erlk Randngen at Tryck | Narrborten: "We have to treat
all our cusiomers n a good way, whesher they be our owners or
our contract print cusiomers. We have 0 follow our production
agreements and if there are delays printing one product, it will
have a knock-on effect. With a reliable press we avoid such situa-
tlans, and this is & key aspect of our new press invesiment.”

Working with the competition

While co-owning 4 production facilizy should be no more
controversial than for several publishers 10 co-own 3 distribution
company, in reality, it may not be quite so straightforward. When
NSD and Pited-Tidningen set up a printing company and moved
the printing to NSD's existing plant in the larger town of Luled,
this met with a strong reaction from Jocal people in Pited.

“There i a strong sense of Jocal patriotism in Pited. Not only
was one of the town's industries closing down, printing of the lo-
cal paper was moved to Luled, which caused upset. It was & tough
decision 1o take for Pited-Tidningen," says Hikansson.

In today’s media markes, financial realies rather than tradi-
tion, has 10 rule publishers’ investment sirategies. Publishers joln-
ing forces to produce thelr publications is an excellent route to
improve print quality while stll maintaining direct production
control. Join: printing ventures are clearly a business model for
the future. Ceclla Campbel (campbeli@ife.com)
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Who will print the newspaper in the future?

Future newspaper printing = complex business
Flexibility in prepress press and finishing
Marketing and sales

Customisation of services

Development of USPs

B Are newspaper printers prepared?
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Organisational alternatives

B Profit centres
B Joint ventures

B QOutsourced production

B Newspaper printers are

urged to make profit

B Commercial printers

start printing newspapers
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Case studies

B Cost centres B Joint ventures
@ St. Galler Tagblatt (CH) ) Trykkompagniet (DK)
@ Tribune Publishing (US) () DZO (CH)
B Profit centres B QOut-sourced production
@ Bold Printing (S) @ The Globe and Mail (CND)

@ Westcounty Publications (UK) © La Presse (CND)
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Printing activity
In-house strategies Outsourcing strategies

Cost centre Profit centre Joint venture Outsourcing
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Focus on publishing business

Model Cost Centre Profit Centre
Profile — Printing is core — Similar to cost
business centre
- Internal expertise =~ — Benefit potentials
available due to unsatisfied
— Investment and printing market
debt capacity needs
- No available - Secure a return on
external printer to investments
Leitmoti

= icon [

Reduce risks Re-focus on core business

Joint Venture

- Keep expertise and control
- Partners in the same

Outsourcing

- Need of an external expertise
to satisfy customers’

situation wishing to share expectations

risks, investments and costs — Re-focus on core business

(by increasing the capacity - Available expert printers

utilization) - Compatibility of enterprise
- Collaborative experience culture

with partners

- Possibility of breaking wages
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Market potential for
Semi-Commercial

World print market: P o
601 Billion US$

in total

Lables
4%

Finance, Law 3%

Business 2%

Newspapers
8%

Posters 2%

Direct Mail 5%

Directoriesi2%

Supplements 2% Magazines

Inserts 5% 10%
Cataloguesg,oks

5% 6%

Source: Pira 2006

The worldwide market for print
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New print process standard required

B Semi-Commercial not specified yet

B Difficult to manage expectations of print buyers
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Proposed Semi-Commercial standard

B Three types of paper

B Newsprint 40-52 g/m?
B SC 45-60 g/m?2
mLWC 57-70 g/m?

B Screen dot shape elliptical

B Screen angles Y(0°/C15° /M 75° /K 135°

B Screen rulings 50, 54 and 60 lines/cm

B FM screening 30 um newsprint / 25 ym SC & LWC

24



Empowering
the news
publishing industry

Proposed Semi-Commercial standard

B Ink coverage 260% max.

B Max. black (K) at least 85%

B GCR strongly recommended

B [nk sequence CMYK or KCMY

B Colour register 0.3 mm newsprint / 0.2 mm SC & LWC
B Dot gain 22%

B Mid tone spread 6%

B Grey balance C50/M40/Y40
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Densities on newsprint

Status E, polarisation filter

B Cyan 1.00
B Magenta 1.00
® Yellow 1.00
B Black (K) 1.20
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Densities on SC paper

Status E, polarisation filter

B Cyan 1.20
B Magenta 1.20
H Yellow 1.20

B Black (K) 1.40
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Densities on LWC paper

Status E, polarisation filter

B Cyan 1.25
B Magenta 1.25
H Yellow 1.25
B Black (K) 1.55
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gm";:ﬂ‘zen&iv‘j{;"iidum ------ ISO 121647-3, Coldset
Semi-Commercial, Newsprint
Semi-Commercial, SC Paper
m——— Semi-Commercial, LWC Paper
———-1S0 12647-2, Commercial Offset
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Where
W EWS S

The media future research initiative

B Future Newspaper
Production
B [FRA Research

Report

B Coming soon

o iicon I

AR b LR B At T
Matreec *3 == e D4
Cammunne ZT Juow banintt oy i
o e L EIETET U e T 30
oz re _wve o lon
e argmiean e <A 6B

Ast "D Owr AP Musarenstueiroot
o AN R S eeer TSR
= Bye Agzho, T AN Ao




Empowering
the news
publishing industry

Conclusions

The newspaper products differentiate
Newspaper production differentiates
Production process gains complexity
Publishers concentrate on publishing

Print production by specialists

Semi-commercial — new quality level
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Conclusions

B Three reasons for semi-commercial

B Add value to the newspaper product

B Create additional print business

B Combined R&D for heatset and coldset
B Technical standards required

B Economics to be studied in detail
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IFRA

Thank you very much
for your attention!

IFRA Italia 2008
Manfred Werfel

Research Director, Deputy CEO
werfel@ifra.com

www.ifra.com
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