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Yahoo!'s Dangerous Newspaper Deal?
Evan Hessel, 06.22.09, 04:30 PM EDT

Desperate for digital revenue, newspapers are
sharing their advertisers with Yahoo!.

As newspapers around the country struggle to develop
strategies for growing revenues online, more and more of them
are turning to an unlikely ally for salvation: Yahoo!.

Last week, five struggling newspapers including the San Diego
Union-Tribune and the Orange County Register joined the
Yahoo! Newspaper Consortium, an online advertising
partnership between the Web publisher and the print
publishers. The group, launched in 2006, now counts 814
papers as members, or 51% of the entire U.S. newspaper
market as measured by Sunday circulation.

At first glance, linking up with
Yahoo! ( YHOO - news - people )
seems a no-brainer. By joining the
consortium, the papers will be able
to supplement the advertising they
sell to local clients--mostly display
ads in the papers and on their
Web sites--with expensive ads
targeted by geography and user
behavior on Yahoo!'s collection of
heavily-trafficked Web sites.

In exchange for access to Yahoo!'s ad inventory, papers turn
over half of the revenue from ads they sell on the portal. Since
joining the consortium, the Atlanta Journal-Constitution
expanded its local reach, the proportion of the regional
population who hit its Web site in a month, from 15% to 85%,
Yahoo! says. The Evansville Courier Press, an Indiana daily
with a circulation of 60,000, sold $1.1 million in Yahoo! ads in a
week-long "sales blitz." Yahoo! won't discuss the specifics of
the revenue-sharing agreement, but newspaper partners
confirmed the 50-50 arrangement.

But the partnership could have an even bigger cost for
newspapers. In the offline world, newspapers have traditionally
dominated advertising sales to local businesses like retailers,
car dealerships and supermarkets. By introducing their local
advertisers to Yahoo!, newspapers run the risk of turning over
their best customers to a digital powerhouse as they try to
rebuild their own businesses online.
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Stephen Weis, vice president of digital sales for Hearst
Newspapers, which owns 15 daily papers including the Albany
Times Union and the Houston Chronicle, said that his ad
salesmen have found themselves pitching the same
advertisers as Yahoo!'s sales team. Hearst had provisions
written into its six-year contract with Yahoo! to protect certain
advertiser relationships, Weis said. (Yahoo! declines to discuss
the particulars of consortium contracts.)
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Yahoo! insists they have no
aspirations of building a
locally focused advertising
sales force or targeting the
historical bond between
local advertisers and
newspaper publishers.
"Yahoo! didn't enter this
partnership to usurp that
relationship,'' says Lem
Lloyd, the former
Philadelphia Inquirer
journalist who runs
Yahoo!'s newspaper
consortium.

While Yahoo! may not seek
to employ human
salespeople pitching mom
and pop stores, the
company certainly hopes to win a bigger share of local ad
revenues through its automated ad sales systems. Monday,
Yahoo! unveiled My Display Ads, an application that allows
"small and medium-sized businesses" to quickly buy ads on
Yahoo! and affiliated sites without dealing with a salesperson.

In the press release announcing the new ad sales platform,
Yahoo! describes a successful automated ad campaign
purchased by Klaussnerhome, a furniture store in Greensboro,
N.C. Local furniture stores have historically been big
advertisers in newspapers.

Yahoo! argues that although the advertisers might use both
platforms, the automated system does not compete directly
with newspaper publishers selling ads through the consortium.
My Display Ads are built out of a finite number of templates
and can only by targeted by demographics and city-wide
locations, says Yahoo! spokeswoman Brigida Bergkamp.

Ads sold through the newspaper
consortium can be customized
by advertising agencies, targeted
down to the ZIP code and
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delivered to users based on their
past online behavior. "The local
newspaper salesforce offers
much greater sophistication in
targeting," says Bergkamp.

Defending the notion that Yahoo!
and newspapers can have a
symbiotic relationship, Yahoo's

Lloyd also points out that Yahoo! makes its behavioral
targeting technology available to newspapers to increase the
value of the advertising papers sell on their own sites. The
system, called Apt, compiles data on the types of pages users
have visited in order to surmise their interests and match
relevant ads.

If a reader clicks on BMW reviews in Yahoo! Autos, for
instance, the Apt system may direct a newspaper's site to
deliver a luxury auto dealership's ad to the same user. Some
160 papers, about one-fifth of the consortium's members,
already use Apt. Under such arrangements, Yahoo! keeps a
slice of the ad revenue. (Lloyd declines to say how much.)

Apt may boost some newspaper Web site ad prices, but it's
unlikely such gains would save papers from competition from
Yahoo's in-house ad inventory. Because Yahoo! takes half of
the revenue from newspapers' ad sales on the portal, it could
easily use its own salespeople or automated sales systems to
undercut the prices the papers currently charge advertisers for
Yahoo! inventory and still rake in a sizable profit.

Why would newspapers willfully open themselves up to such
potentially destructive competition? Newspaper revenues are
projected to fall 20% to $30 billion, and digital sales aren't
growing nearly fast enough to make up for print's decline.

"If you didn't do this, what would you do?" Hearst's Weis asks.
"At this point, I don't want to turn down a single dollar of
revenue."
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