Local Journalism under Private Equity Ownership

Michael Ewens (Caltech, NBER)
Arpit Gupta (NYU Stern)
Sabrina Howell (NYU Stern, NBER)

UNSW

May 2022



Another PE Paper? Newspapers are Different

De Tocqueville (1835) wrote that the United States

“makes use of an unlimited freedom of political association... Newspapers make asso-
ciations, and associations make newspapers... Thus, of all countries on earth, it is in
America that one finds both the most associations and the most newspapers.”

I local, daily newspapers key source of local gov't news and investigative
journalism

Media and news environment is changing in our sample period (2000-2019)
I Craigslist cannibalizing classified ads (revenue sources / competition)

I Internet for information acquisition (news delivery)

I “news” from social networks (competition)



Does Private Equity Ownership Spell Death for Local News, or A
Second Chance?

Saving the Free Press’

Navigating the digital transition is'a hiige challenge for newspapers. Absentée ownership by private equity predators makes it

all but impossible.
BY ROBERT KUTTNER & HILDY ZENGER DECEMBER 27, 2017

The Desperate Last Days of Local
News

From billionaire dilettantes to pension funds, profit-seeking just isn't compatible with the
media's core democratic functions.



Does Private Equity Ownership Spell Death for Local News, or A
Second Chance?

Civitas (DA

“Michael Bush led the creation of Civitas Media through the consolidation of Heart-
land Publications, Ohio Community Media, Impressions Media and certain newspa-
pers from Freedom Central. Under his leadership, the company achieved significant
cost synergies by successfully streamlining operations. It also launched new on-line
and mobile platforms and introduced a number of creative revenue initiatives.”



PE’s Operational Changes and Financial Engineering

Such changes’ impacts likely different for local newspapers:
I family ownership and non-pecuniary benefits common

I industry undergoing several disruptions
How PE could theoretically add value:
I extract value and then shut down newspapers, leading to higher closure rates

I use their plentiful capital to invest in rejuvenating newspapers (e.g., PE in
manuf.)

I Operational changes to incorporate new business models (e.g., internet)

I make newspapers more viable economically by shifting news production...with
implications for democracy.
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Nuanced impacts of PE—cost-cutting hurts local news production with consequences for
stakeholders, but improve digital reach and newspaper viability






U.S. Daily Newspapers

We Digitize Editor & Publisher Census Books through 2001

Alabama 1-3

Wire Ed. Melissa Cosper
Women's Ed. Catherine Downing
PRODN./OPNS.

Prodn. Mgr. Jerry Thornton
Prodn. Mgr., Distr. Tom LaPlant
Prodn. Foreman, Pressroom Jimmy Box

Market Information: TMC; Split run; Electronic
edition.

Mechanical available: Offset; Black and 3 ROP
c?lors. insert accepted - preprinted; page cut-
offs -

Mechanical specifications: Type page 11 5/8" x
21 1/4% E - 6 cols, 2 1/16°, 1/8" between; A -
& cols, 2 1/16°, 1/8" between; C - 9 cols, 1
3/8%, 1/16" between.

Commodity consumption: Newsprint 2,255 short
tons; widths 12 1/2%, 25% black ink 50,242
pounds; color ink 5,645 pounds; single pages
printed 10,221; average pages per issue 30(d),
62(S); single plates used 25,288.

Equipment: EDITORIAL: Front-end software —
Microsoft/Windows, Microsoft/Word
CLASSIFIED: Front-end software —
Baseview/Classified. DISPLAY: Layout software
— MEI; Ad make-up applications —
Microsoft/Word, APP/Mac Appleshare.
PRODUCTION: Pagination software — QPS 4.1,
Aldus/PageMaker 6.5; Optical character recog-
nition software — Caere/OmniPage; Typesetters
— HP/AMV Printer, AG/Avantra 25 XTS,
Taipan/RIP; Photomechanical plate exposure
units — 1-Nu/Flip Top FTA0APRNS, 1-Nu/Flip
Top FT40VEUPNS; Plate processors —
1-Nat/A-340; Electronic picture desk — Lf/AP
Leaf System; Scanners — HP/Scanlet IV, Copy
Dot Scanner.

PRESSROOM: Line 1 — 6-G; Folders — 1-G;
Reels and Stands — 6-Cline. MAILROOM: Coun-
ter stackers — 2-RKWI257, G; Inserters and
stuffers — 2-Mueller/227; Bundle tying ma-
chines — 3-Strapack; Other equipment —
MM/Minuteman. WIRE SERVICES: News — AP;

printed 4,784; average pages per issue 24(d),
48(S); single plates used 9,000.

Equipment: EDITORIAL: Front-end software —
QPS/QuarkXPress 4.0, Adobe/Photoshop 5.0.
CLASSIFIED: Front-end software — Baseview.
DISPLAY: Ad make-up applications —
Multi-Ad/Creator 4.0, Adobe/Photeshop 5.0.
PRODUCTION: Optical character recognition
software — Caere/OmniPage 6.0. WIRE
SERVICES: News — AP,

Mgmt. Info Servs. Dir. Dayne Romaine

Data Processing Mgr. David Ferrell
PRODN./OPNS.

Prodn. Dir., Dpns. Thomas P. Grillo

Mimi M. Allen

Pam Yarley

atch
Prodn. Mgr., Mailroom/Post Press
Prodn. Mgr., Maintenance
Prodn. Mgr., Pressroom/Newsprint

Shane Weeks
Jackie Nivens
Alan Pidcock

Market Information: TMC; Split run; Zoned edi-
tions; Operate database; Operate audiotex.

AUBURN Mechanical available: Offset; Black and 3 ROP
colors; insert accepted - preprinted; page cut-
See OPELIKA offs - 22 3/4"
Type page 12 1/2° x
21 3/4%; E - 6 cols, 2 1/16", 1/8" between; A -

BIRMINGHAM

Jefferson County
‘00 U.S. Census- 242,820; E&P ‘09 Est.
235,090
ABC-CZ(00): 723,248 (HH 286,938)
ABC-RTZ(00): 669,519 (HH 263,891}

The Birmingham News
(m-mon to fri; m-sat; S)

The Birmingham News, 2201 4th Ave. N.,
35203; PO Box 2553, Birmingham, AL
35202; gen tel (205) 325-2222; adv tel
(205) 325-2261; ed tel (205) 325-2444; gen
fax (205) 325-2283; adv fax (205)
325-3217; web site
hitp:/fwww.bhamnews.com.

Group: Advance Publications, Inc.

Circulation: 131,133(m); 134,410(m-sat);
163,825(S); ABC Sept. 30, 2008.

Price: $0.35(d); $0.35(sat); $1.50(S);
$135.20/yr (M&S).

Advertising: Open inch rate $176.75(m);
$183.60(m-fri); $183.60(m-sat);
$198.60(S).

6 cols, 2 1/16", 1/8" between; C - 10 cols, 1
3/8°, 1/16" between.

Commadity consumption: Newsprint 33,500 short
tons; widths 25°, 31 1/4%, 43 3/4", 50"; black
ink 742,000 pounds; color ink 189,000
pounds; single pages printed 39,000; average
pages per issue 58(d), 140(S); single plates
used 183,219,

Equipment: EDITORIAL: Front-end software —
Hl/Informix Database. CLASSIFIED: Front-end
software — PPI/Classified 3.0. DISPLAY: Layout
software — 4-HI/8S00 Display Ad Sys,
6-HI/Workstation, 2-HI2100; Ad make-up ap-
plications — GEAC/Advertising 8.01.
PRODUCTION: Pagination software — HI; Type-
setters — 2-AU/3850, 1-AU/APS 6;
Photomechanical plate exposure units —
2Z-WL/III, 1-BKY; Plate processors — 2-W/38D;
Electronic picture desk — Li/AP Leaf Picture
Desk; Scanners — 2-ECR/Autoken 1000,
1-LE/480, KWRSF 2035+; Automatic film pre-
cessors — 2-LE/LD24, 1-LE/LD24A,
1-LE/LD24AC, 2-LE/24L, Micro/3; Film
transporters — 2-C.

PRESSROOM: Line 1 — 21-G/Metroliner w/12

half Aarbe. Drace Mrivae . Fin. Erldsre

Mechanical specifications: Type page 11 5/8" x
1 1/2"; E - 6 cols, 1 5/6", 1/8" between; A - 6

cols, 1 5/6", 1/8" between; C - 10 cols, 1
1/16", 7/64" between.
Equipment:

PRESSROOM: Line 1 — G/Community.

CULLMAN

Cullman County
‘00 U.S. Census- 13,995; E&P ‘09 Est. 14,179
ABC-C2(00): 13,995 (HH 6,059)
ABC-RTZ(00): 70,998 (HH 27,702)

The Cullman Times
(m-tues to fi

The Cullman Times; 300 4th Ave. SE, Cullman,
AL 35055-3611; gen tel (256) 734-2131;
gen fax (256) 737-1020; adv fax (256)
737-1006; gen email cullman@
cullmantimes.com; adv email ads@
cullmantimes.com; ed email news@
cullmantimes.com; web site
http:/fwww.cullmantimes.com.

Group: Community Newspaper Holdings, Inc.

Circulation: 11,086(m); 9,963(m-sat);
10,584(8); ABC Mar. 31, 2007.

Price: $0.35(d); $0.50(sat); $1.25(S);
$9.00/me; $118.004r,

Advertising: Open inch rate $14.33(m);
$14.33(m-sat); $16.70(S).

News Services: AP.

Politics: Independent. Established: 1901 1961
(daily).

Special Editions: Better Business Bureau,
Cullman On Sale, Prime Times (Jan); Bridal
Guide, Sweetheart Tab (Feb); Profile, Relay
For Life, Spring Fashion (Mar); Better Busi-
ness Bureau, Consumer How To Guide, Home,
Lawn & Garden, Prime Times (Apr); Classic
Cullman, Graduation (May); Home Owned
Business. Reader's Choice Awards (Jun):




We Generate Novel Comprehensive Data on Newspaper Content,
Ownership, and Political Outcomes

I Editor & Publisher:

I 1,610 daily newspapers, comprehensive nationwide sample

I Circulation (supplemented by Alliance for Audited Media data)

I Ownership and parent group information (hand classified into type)
I PE deal information validated by hand checking deals, PitchBook

I NewsLibrary:

I Full newspaper text classified into local, national content for 45% of newspapers
by circulation

I LinkedIn:
I Employment outcomes for newspapers at employee-level

I Political Data:

I Cooperative Congressional Election Study (CCES) from 2006—2019
I Local political election (sheriff, county council, mayor) race information



We Measure Firm Categorization for Entire Newspaper Industry

2001-2019
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Private Equity Has Seen Growing Ownership in Context of Declining
Industry
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2. Empirical Strategy

Di [erknce-in-Di [erknce Estlmatlon of PE Ownershlp Changes




Di -in-Di Speci cation

DiD:

Yii = t+ i+ PE+

Event Study:

W9
it = St Ti)=s]+ o+ i+
s= 19

yir = Circulation, local news content, employment, survival in yeart for
newspaper i
+ =year xed e ect
i = newspaper xed e ect
T; = deal year, after which PE; = 1
s = Impact of year relative to deal on outcome
Timing of deal assumed conditionally exogenous:

ECijxit; ¢ )=0
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