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

“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.”
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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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PE Ownership Associated with Costs to Local News, but Improved
Survival + Digital Circulation

I Research Question: How does PE ownership impact newspaper operations,
local news coverage, and community outcomes?

I Comprehensive daily newspaper data: textual content, circulation, ownership
(including PE deals), employment, political outcomes 2001–2019

I Empirical Strategy: Diff-in-diff around PE ownership (5%! 23% over sample)

I Findings:

I Digital circulation " 43%
I Newspaper survival "
I Employment # 6.9%, especially reporters and editors
I Local news content # 10.8%, while national news increases
I Local political awareness and turnout #

Nuanced impacts of PE—cost-cutting hurts local news production with consequences for
stakeholders, but improve digital reach and newspaper viability
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1. Data
Assemble Novel Comprehensive Newspaper Data
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We Digitize Editor & Publisher Census Books through 2001
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We Generate Novel Comprehensive Data on Newspaper Content,
Ownership, and Political Outcomes Summary Statistics

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 Scraping LinkedIn

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
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WeMeasure 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
Difference-in-Difference Estimation of PE Ownership Changes
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Di�-in-Di� Speci�cation
DiD:

yit = � t + � i + � PEit + " it

Event Study:

yit =
19X

s= � 19

� s1[(t � T i ) = s] + � t + � i + " it

I yit = Circulation, local news content, employment, survival in year t for
newspaper i

I � t = year �xed e�ect
I � i = newspaper �xed e�ect
I T i = deal year, after which PEit = 1
I � s = Impact of year relative to deal on outcome
I Timing of deal assumed conditionally exogenous: Selection

E(" it jxit ; � t ; � i ) = 0
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