Print Industry

rint industry in India is one of the most well established and oldest media forms in the

country. It is more than a century old and is

one of the only two growing print industries
in the whole world. The Print Industry chiefly
comprises of newspaper and magazine
publishing. Book publishing forms a small but
significant part of the revenue.Even though the
industry has reached the phase of maturity, new
newspapers are being launched every year and
this boom is predicted to continue till 2011 at
least. Print has successfully managed to reach
out to section A and B, its penetration in section
C is lower compared to the other two sections.

Print media is forecasted to increase its revenue with contribution from new segments like
telecom, internet, OOH, etc. Bundling of advertisement space can happen when companies
diversify into different media areas. Print growth dropped in late 90’s due to the expansion of
TV. However, this trend changed and print started picking up in the start of 2000’s.

X
N Q
) .0 e
& S < N X
N & < ¢ & O
Q X S ? X &
é’ 8 O S & @\3 QO
N\ S Q¢ & &
() Q,(\ AQ'
& 2 S
Q o x°
o )
ko
<@




Constituents of the Industry Vertical
The print industry can be classified into newspapers, magazines and books.
Newspapers: Broadly, newspapers can be further divided on basis of

Frequency of printing
Market size of the newspaper

A dally is generally published at least five times a week while weeklies as the name goes are
published on a weekly or fortnightly or on longer basis. Frequency of production is not
independent of the market size of the newspaper. A daily or a weekly can be national, large
metropolitan or own medium or small size of the
market.

Magazines: At a basic level, magazines can be of
two kinds based on their target audience-
Business-to-Business (B2B) or Business to
Consumer (B2C) magazines. Among these there
are several genres like general consumer
magazines, business publication, PR magazines,
newsletters, literary reviews and journals.

Books: Books are of several kinds, based on their
genre they can be classified into several buckets:

1) Trade books - fiction, nonfiction, biographies, cook book, general consumer interest
books

2) Religious books

3) Professional Books

4) Mass market paperbacks - books sold in supermarkets

5) Educational books - for school, college and university purposes, elementary and
secondary text books and encyclopedia

Areas of operation

Primarily the operations of a company are divided into three broad areas - production,
distribution and retailing. Each of this division will entail several functions under them, which is
explained in detail below.

Production

1) Business: It involves managing the successful implementation of operations on a
day-to-day basis and decision making for purchases, marketing and sales functions
for the production house.



2) Manufacturing:

3) News editorial: The main task is gathering all pertaining news for the newspaper or
magazine. The news is gathered from local reporting or from wire press companies.
This department decides how much space is available for news, called news hole
and advertisements, essentially deciding the ad : content ratio.

Distribution

Distribution is one of the most important functions of a media business. Big publications are
known for their strong distribution networks. The distribution setup can follow two ways to reach
the consumer.

1) Paid subscription
a) Retail: The publications are available in retail outlet for sale; the retailer selling the
publication receives close to 25% of revenue as commission.
b) Subscription: Company receives the amount for subscription from the consumers in
advance. This advance is given on the condition that the publisher delivers their
product on specified time to the consumer.

2) Selective Distribution: Special sponsored copies are left in airplanes, hotels etc. This
kind of distribution does not earn any revenue. This distribution step does not involve
many intermediaries and directly reaches form the company to the point of contact with
the consumer.

Customers

The print industry is highly fragmented based on language. Close to 46% of the audience for all
publications are in regional languages, 44% in Hindi and remaining 10% of audience subscribe
to publications in English. The English newspapers are mostly limited to the urban centers while
Hindi newspapers have a good penetration even in rural areas.



Hindi segment is the largest growing segment with the highest number of publications registered
in this language. English is the second largest segment in terms of publications. English
publications earn their revenue from SEC A and B households in the country. Though their
population base is very less compared to Hindi segment, they are highly profitable leaders.
However, the magazines segment is going down slowly.

English publications are doing well because of brand image, marketing ad distribution efforts
and ad: EDIT ratio. English publications get almost 80% of their revenues from advertisements.
Their penetration is restricted to metros and state capitals. However, their readership number
and penetration is stagnating which is cause of worry for the publications.

The main drivers of Hindi publications are newsprint-costs/no. of-pages, readership-to-
circulation and a large Hindi reading market. Hindi market is all set to enlarge with sustained
increasing penetration of its newspapers in tier 2 &3 cities. Hindi papers holds potential because
there is close to 250 million people who can read Hindi but do not read the paper, so the main
objective of the publications would be to grab this Hindi reading population across the country.
Vernacular dailies also enjoy the same advantages as Hindi dailies. Newsprint costs/no. of
pages, readership to circulation and people costs are low. However, the main challenge they
also face is tapping the latent vernacular readers.

The number and penetration of business dailies in the country is very low. The reason for this
could be attributed to low penetration and lesser variety. Most of this readership, around 40%, is
concentrated in Delhi and Mumbai cities only.

Decreasing cover prices of newspapers because of increasing competition, revenues coming
from advertisements will soon lead to a free paper era. Consumers will not have to pay much or
whatever they pay can be recovered by selling the paper as scrap.

Market Potential

There is huge market potential for e-books and e-book devices, it is predicted that in the next 5
years close to 17.5% of revenue of the Print Industry will come from digital delivery of custom
printed books, textbooks and e-books.

The distribution system

The advantages of the web distribution system hold great potential for publishers, which cannot
be ignored. Technology is being developed to print documents directly from mobile using Infra
Red and Bluetooth applications.

Investment and ROI

Advertising Revenue: The several advertisement revenue sources are hational, local,
classified, pre-printed and advertorials. National and local advertisements constitute the junk of
advertisement revenue. Classifieds form another major part of advertisement revenue.
Preprinted advertisements include the inserted leaflets in the paper/ magazine. These are
mostly local advertisements. Advertorials are editorials/ news articles written recommending a



product. Advertorials are increasing off late and are written on recommendation from a
company.

Print is cheaper medium for advertisement compared to all other media. The cost per thousand
audiences is very low when compared to television; hence, it acts as a preferred medium of
advertising. In addition, television has heavy fragmentation of its viewers; however, this is not
the case for print readers.

Ad yield is determined by market share and circulation of the newspaper. Volumes on pages per
copy and ad/edit ratio give the ad-yield ratios. In 2005, dailies and magazines owned 48% of
media industry advertisement revenue.

The triggers of increased advertisement revenue are:

1) Volume growth: Increasing number
2) Value growth: Colour
3) Rate increases: Increasing rate of ads

Close to 50% of any advertising spend in any media happens in print medium. Advertisers have
understood that there is increasing disposable income in the rural and non-metros areas. So
they are increasing their spend to attract more consumers from those catchment areas.

1) Ad volumes increased by 3% in 2007 compared to previous year while there was 45%
increase in number of advertisers from 2004.

2) Tier 1 cities contributed the largest chunk at 34% to the advertising revenues,
nevertheless tier 3 and tier 4 cities were close at 23% each respectively.

3) Radio channel promotion has increased in 2007 compared to TV which is nearing
saturation.

Maximum contribution to advertisement has come ! ! "
from the publications in south of the country.

Apart from advertisements, the revenues also come
from subscription. Earlier days this was the main
source of income, but over a period of time
advertisement has come to dominate the revenue
stream. Circulation has not grown as much as
advertisements have grown in the previous years.
Source of revenues for magazines are subscription,
single copy sales and advertisement.
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Figure 1: Magazine® revenue flow

Figure 2 Revenue flow of newspaper market- 2007

The other smaller sources of revenue are sale of scrap paper and syndication of news to other
sources.

One of the major expenditures for newspaper companies are newsprint. Newsprint forms 80%
of the raw material costs and close to 50% of the operating expenditures. The domestic
newsprint prices are greatly affected by the international newsprint prices that have risen in the
last few years.

Market prices of inputs, selling prices of the business products

The costs involved for a publication include News and editorial, Expenses in selling
advertisements, Newsprint, Production, Equipment, Distribution, Administration, News and
editorial expenses for selling advertisements are varying costs while production, equipment,
distribution and administration are fixed costs, English audiences are valued 9x times more than
a Hindi reader and 11x times more than a regional reader. The average Hindi reader pays 0.6
per copy v/s and English reader who pays the company Rs 2 per copy. This anomaly arises
inspite of the fact that English papers are priced lower compared to Hindi papers because of the
readership multiple for the both the languages. While for English it is around 3-4 per copy, for
Hindi it is around 8-10 per copy.



Advertisement Expenditure 9 paisa

Circulation 31 paisa
Editorial 9 paisa
Manufacturing and Distribution | 40 paisa
Other costs 1 paisa
Administration 10 paisa

Table 1: Distribution of costs for a magazine

Figure 3: Structure of Newspaper publishing company

Organizational System

Newspapers have a very hierarchical organization structure. This is because there are different
elements, which go into publishing a news article. Right from the reporter who writes the article
to the editor who tunes it further to the final editor who gives it sanction. There is separate
production manager managing the publishing activities and a business manager who takes care
of the most important revenue sources - advertisement.
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Figure 4: Structure of a Magazine publishing organization

The magazine house in contrast has a very flat organization structure with more or less
everyone working under the same head and on the same platform of designation.

Issues and Problems

1)

2)

3)

4)

The readership while increasing from the tier 2 and 3 cities is eroding in the English and
urban regional markets. This could be attributed to onslaught of online newspapers. The
internet penetration is high in urban cities and people are fast picking up the habit of
reading newspapers online. There is hope because of increasing literacy of people in the
country.

Piracy of books is one major issue the book publishing industry is combating. The laws
have become stricter on this but still there is rampant piracy of books happening. The
pirated books are not just available as hard copies but also present online for people to
download. It remains a cause of concern for the print industry.

The newsprint rates are fluctuating very drastically. Newsprint is one of the major costs
of a publishing house. Unless it has control over it, the revenues will be directly affected.
This will affect advertisement revenues as their pricing will be dependent on newsprint
costs.

Competition among players is price based and not on content. This kind of competition is
not sustainable in long term and can have very adverse impact on the industry.

Key Industry Trends and Future Perspective

1)

2)

3)

There is increasing competition from TV broadcasters for the advertising pie. But due to
the increased clutter in that space, advertisers are turning to TV. Also there is increase
in localization of business which is an added advantage for print business.

There is threat from internet in the long run not just for newspaper publishers but also
magazine and book publishers. As internet penetration increases, people are relying
more on the internet for instant news. Unless publishing companies intensify their efforts
in that media, they will stand to lose.

An increased fund flowing in from the foreign companies is good news for print industries
in India as it will help in diversification.



4)

5)

6)

7

There is high stickiness quotient of a reader to a newspaper. This is proving to be
difficult for newspaper companies to enter new geographical territories. The solution
would be by merging or acquiring other companies to make new territorial forays.

Consolidation like what is happening in the US maybe witnessed in India. As certain
newspapers grow the market share and have hold over the volume share pie, smaller
companies might merge to avoid losses.

New modes of delivering news like on mobile, internet are emerging as new sources for
distribution for print media.

Print media has not implemented any drastic changes in the last few years or added any
value to the sector, which has enamored the audience. Unless it works on creating a
new value proposition for its customer, there is a threat of losing them to other new
emerging media.
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