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It is a pleasure to talk with you about two topics.  I study one of these every day -- the business health of the American media and the resources it devotes to news.  The second topic and main focus of your conference is how our media affect American political life. That may be even more important, and I appreciate the opportunity to explore it with you.

In my work with the Poynter Institute and the State of the Media project, I am covering a story of intense business challenges, especially for newspapers.  Circulation numbers are down. Advertising revenues stalled several years ago, and, for the last two years, have fallen in the print newspapers.  Profit margins, once high, are falling rapidly.  Most metropolitan newspapers have made significant reductions in their newsroom staff – and with that have reduced the size of the newspaper and the ambition of its coverage.  This in turn raises questions about how well the press can discharge its critical role in American democracy.

Let’s talk about those business issues first.

A deteriorating situation in 2005 got worse in 2006. So far 2007 has been worse still, and there is little prospect for a turnaround in 2008.  As a result stock prices for newspaper companies that are publicly traded have plummeted.  Knight Ridder disappeared as a corporation last year; Dow Jones and its flagship Wall Street Journal has been sold to Rupert Murdoch’s News. Corp: Tribune newspapers are being bought by a real estate tycoon.  The New York Times is among several remaining public companies whose stock has lost more than 50% of its value in recent years.

The tendency is to blame most of these problems on competition from the Internet.   Like most simple explanations, this one is only half true. Take circulation declines – running over 2 percent per year for the last five years.

Certainly many newspaper readers or potential readers, especially among the young, now go online to get their news.  But that is just one among several reasons that newspaper circulation has declined.  Briefly, here are some others:

       *Evening newspapers lost audience over a period of 40 years and most have gone out of business.

       *Many who used to be seven-day-a-week subscribers, now read the paper just a few days a week.

       *More people now read a paper – at work, in a coffee shop – but don’t buy their own copy.

      *Phone solicitations, the main way of selling newspaper subscriptions, have been restricted by federal law.  That makes selling each new orders twice as expensive.

     *Suburban papers and free-distributions dailies (not so numerous in the United States as in Europe) also cut into circulation at metros.

      *Newspapers have trimmed circulation to distant areas and those paid for by third parties.

In addition, if we are mainly talking about an audience shift to online, newspapers are doing reasonably well in capturing their share and more.  The New York Times and Washington Post have developed outstanding sites that draw a national and international audience.  Regional newspapers typically have the leading news web site in their communities.

So, if the newspapers are following audience to the Internet, why does this not readily produce a new model for business success?

For the answer, we need to look at advertising, where Internet competition truly is at the heart of business problems.  For one thing, we are learning that the majority of visitors to news sites do not enter through the front door of the home page (where much of the newspaper’s online advertising appears).  Rather they come through the “side door” of search, allowing Google, Yahoo and others to get much of the associated advertising dollars. 

But an even more important part of the new competition is from web-based advertising that has no news content associated with it.  You may have heard of Craigslist, a free site for all kinds of online advertising now located in more than 200 American cities, or Monster, which in a decade grew from nothing to the leading employment web site.

There are similar competitors for specialized automotive or real estate advertising.  Some analysts say that the typical online shopper is a “man on a mission.”  He or she does not much care whether the ad appears in a news environment – that may even be a distraction.  

Employment, auto, real estate and general goods and services are the components of the newspaper’s classified advertising base. For most, this has traditionally been one of the biggest and by far the most profitable types of advertising.  And this is the leading edge of the big advertising losses so far this decade (local retail and national advertising are both holding up better). Furthermore, there seems almost zero chance that classified will come back to newspapers in a big way.

With this sketch of the American newspapers business dilemma, let me turn to two crucial related questions.  How do they hope to survive and thrive as businesses?   What has been the effect on their ability to cover the news?

The outline of a consensus business strategy has started to appear.  Newspapers hope to aggressively develop their websites both in content and revenue. This means attracting readers with strong breaking news reports and encouraging them to spend time on site with high quality multimedia features, reader discussion opportunities and other special features. Maximizing traffic from search is another objective.

Also most American newspapers have entered and quickly expanded niche publishing  -- papers and magazines distinct from the newspaper with specialized audiences and advertising bases.

There are a pair of challenges to bringing this strategy off successfully.  Even after several years work, online and niche typically generate only 5 to 10 percent of a newspaper organization’s advertising revenue; so the old print edition is carrying the burden of generating enough money to support the core news operation and make a profit. 

So it will be a number of years before the online revenues equal those of the print newspapers.  I did one of the first projections several years ago and estimated that those two lines would cross in roughly 2017 – a decade from now.

For a number of years online revenue at newspapers was growing by 33 percent a year. In 2007 that has slowed to just over 20 percent – and for the first time growth at newspapers is trailing the overall growth of Internet advertising.

Pricing is a second challenge.  While it may be old and familiar, print advertising is widely accepted by readers and used in making buying decisions.  Hence it commands premium pricing.  Display advertising on web sites may be viewed instead as an intrusive interruption – more like television advertising.  So despite capturing information on user response -- how often an ad is clicked -- online does not command anything like comparable rates.  It is not clear to some analysts (and I am one of these) that the pricing gap will close.

So for the time being, newspapers must do all they can to keep the print edition vital while also working hard and working patiently for a period of years to develop online, niche and other business opportunities.  One influential study, titled Newspaper Next, argues that a number of smaller, unconventional initiatives will be needed, and that newspapers must behave much more innovatively than they have in the past.  One specific example – being tried in a number of American cities – is a web site targeted to moms with listings and chats among readers as content and specialized advertising as the business base.

If the print edition is stalled as a business and likely to shrink some more, costs also become an issue.  Most American newspapers have responded by shrinking the physical size of the newspaper, reducing the space allocate for news and reducing editorial staff – anywhere from a few positions up to 40 percent at some hard hit newsrooms like those in Dallas, San Francisco and Philadelphia.

That leaves me and my colleagues at Poynter and Project for Excellence in Journalism with a concern: if too much is taken out of the newspaper will it lose appeal and relevance to remaining loyal print readers?  That can (and perhaps has already) produced circulation losses.  Those, in turn, affect advertising revenues.  An American academic, Phil Meyer, called this dynamic “the death spiral.” A better way might be to accept lower profit margins so as to keep money available for both a strong core news report and experimentation and development of new platforms and new offerings.

I’ll close this discussion with my answer to a question you hear with increasing frequency: Will the print newspaper disappear anytime soon.  As my earlier comments suggest, I don’t think so.

Even with all these negative trends, it is well to remember the American industry’s strengths. Fifty million people buy a newspaper daily.  More than 120 million read one.  Roughly 57,000 full-time professional journalists work for newspapers.  The industry generates $49 billion a year in revenues.  Profit margins used to run nearly 30 percent.  Even after all these problems, they remain in the high teens.  Hardly the profile of a dying industry, is it?

But let me mention one scenario in which my prediction could be wrong.  If online revenue gets a new growth spurt and if print advertising declines even more sharply, a different calculation comes into play. The fixed costs of the newspaper – printing presses, circulation sales, a fleet of delivery trucks – are formidable.  A big appeal of online as a business is that all of that cost is eliminated.  Once an online operation becomes profitable, it can grow profits and margins quickly because of those lower costs.

So a newspaper publisher might suspend or drastically reconfigure the print product and ask print readers and advertisers to switch to online – even if that is not their first preference. Still that makes sense only if the savings are greater than the loss of print advertising revenues.  Newspaper executives I have spoken with, including the chairman of the Washington Post Co., do not think that day is close at hand.

My work and these comments have been focused on newspapers, but let me talk more briefly about the state of some of the other main segments of American media:

*Network television still attracts 25 million viewers a night to its three main broadcasts.  However that is only about half as many as watched in the peak years of the 1960s and 1970s.  Also the audience, even more than that of newspapers, is old -- average age is 60-plus.  The three networks offer a well-crafted summary of day’s events n 22-minutes (the rest of the half hour is devoted to commercials) and do some investigative stories.  However a good deal of their content is derived from the New York Times and other newspapers.

*Cable news has grown remarkably over three decades.  Ted Turner’s basic idea of “news when you want it” was on target.  Cable does have a weakness for extended coverage of audience-pleasing but unimportant stories – missing women, celebrities and trials are favorites. Also over the years, opinionated talk has begun to supplant news in taking up large blocks of broadcast time.

*Local television news remains strong financially compared to newspapers.  Very few stations, however, do an aggressive job digging and breaking stories.  Their staff is relatively small so much coverage is of pre-scheduled events or live reports from the scene of a crime, fire or accident.

*The American magazine industry is large and especially strong at covering a range of special interests – celebrities, hobbies, life-style issues and the like.  The biggest and most serious news magazines have experienced some of the same business reverses and staff reductions as newspapers.

Finally, there is the question of the Internet as the new force in news. Can new Internet-based ventures make up for some of the content falling away at other news outlets? Obviously, the Internet is potent as a medium for searching out what you want. In effect it allows you to become your own editor of a mix of news content and news sources.

As a medium for original reporting and analysis, the Internet has plenty of potential but not a high volume of performance as yet, in my view.  There are a handful of influential and money-making blogs but millions more that are merely expressions of opinion with a tiny audience and no business model at all.  The Internet gets credit for breaking some important stories – most recently the Bush administration’s dismissal of regional U.S. attorneys for political reasons.  But that is still a very small proportion of the important news work that gets done. And that important work is the subject of the second half of this presentation.

*              *             *

The relationship between American media and American political culture is a vast topic.  But let’s start at the start.  The two are mutually dependent.  At a basic level, government – be it federal, state or local -- needs the media simply to inform citizens of issues and its actions.  When government takes on that role itself -- be it in a dictatorship or in the democracy of a city-state like Singapore – mistrust seeps in.  Media “credibility” has been a topic of research and debate in the United States in recent years -- but that is in a context of wide agreement that the media should be an intermediary – and a skeptical one – in informing citizens.

When I say start at the start, I am thinking also of the historical dimension of government and the press.  The Founding Fathers in the late 1700’s thought to include freedom of the press among five basic first amendment rights that could not be abridged by action of Congress.  However those same founding fathers -- John Adams and Thomas Jefferson among them – complained frequently that the press, in practice, was often scurrilous, highly partisan and just plain inaccurate.

So there was recognition early on of a second press function – to keep politics and politicians honest – or to try to.  That is what I would suggest is a great tradition.  It persists, despite occasional failings in performance by the press, as a strong and effective relationship.  A day does not go by without some complaints from official quarters of bias, unfairness or inaccuracy.  But like Jefferson and Adams, our leaders—including President Bush who has received more than his fair share of negative media coverage—are proud of the system as it is.

A characteristic of American government enters the picture here.  The nation is big and spread out – and so is governmental authority.  Important as federal actions and the upcoming presidential election are, what happens in 50 state capitals and locally may have equal or greater impact on the typical citizen.  Local media – especially newspapers – have a critical role.  We look to them to generate both straightforward news and more critical, investigative coverage of these smaller units of government.

That is why the majority of the working journalists who come to Poynter for week-long seminars are from regional rather than national media organizations.  That is why the Project for Excellence in Journalism’s State of the Media report has so much interest in the economic health and news capacity of regional newspapers.

I said that the first amendment is the start of understanding media impact on government in the United States.  Let me explain.  There are very few laws – especially federal laws – regulating media practice.  Concentration of media ownership does fall under our anti-trust laws.  Broadcast licenses are controlled by the Federal Communications Commission.  But that leaves the media broadly free to operate as it sees fit and print or air what it deems newsworthy.

What limits there are mainly come through the courts.  Of course, media are not free to report what they know to be false be it damaging to the reputation of an individual or a business.  But the test for proving libel is a very strict one.  The media is allowed to make a mistake in what it reports, especially if the mistake is subsequently corrected.  “Public figures,” especially holders of political offices, are more or less fair game for all kinds of criticism.  For instance, a media outlet might say “Joe Blow is a crook” – potentially libelous if Joe Blow is a private citizen probably but not a problem if he is a mayor.

There are a few laws concerning information, some helpful, some restrictive.  In many states – and Florida is a particularly good example – there are strong open records and open meetings law.  In Florida, all public records of state and local government agencies are open for inspection – by the media or anyone else.  Also groups of public officials are not allowed to meet in private to discuss official business.  At least a few violators have been criminally punished.

At the federal level, especially in the context of the Iraq War, there is a running controversy between the press and the Bush administration over what may be kept secret as a matter of national security.  Sometimes such matters end up in court; sometimes confidential sources disregard the executive branch and leak “classified” material

to the press, which is then free to publish.

I dwell on these broad freedoms, the near absence of codified law on media practice, because it is my impression that our system is quite different from that of Spain and other European countries (though I am expecting to learn more about that here).  And please note that I am saying different rather than better.  It is certainly possible to have a set of laws that grant broad press freedom.

I would like to turn now to two examples of the American system at its best and most effective and one more showing how it can be problematic.

Earlier this year the Washington Post published a long investigative article on deplorable physical conditions and substandard care at Walter Reed Army Medical Center.  Two matters of context made this article and its sequels especially potent.  

The hospital, within the borders of the nation’s capital, is a primary center for treating soldiers seriously wounded in the Iraq conflict.  As you know, improved emergency medical care has meant that fewer soldiers, proportionately, die than in previous wars, but many suffer serious injuries, especially brain injuries.  And for all the policy controversy about the merits of the United States having gotten involved as it did in Iraq, any American would assume that our injured soldiers were entitled to top quality care.

Furthermore, Walter Reed is a hospital with a history and a proud one.  It was where President Eisenhower recuperated after the two heart attacks he suffered in office.  It remains a place where congressmen and other important federal officials go for a special level of care.

So the report that Iraq veterans were being warehoused rather than rehabilitated in a shabby building with peeling paint, failing plumbing and air conditioning and unsanitary conditions was shocking. It made readers angry.  It made many within government angry too and embarrassed that lack of oversight had allowed this level of neglect.

How the Washington Post put the story together is of interest.  It was the work of two women -- Dana Priest and Anne Hull.  Priest is a veteran investigative reporter who specializes in military and intelligence matters.  Hull, a member of our board of trustees at Poynter, is a particularly skilled writer and story teller who had done previous work on the young men and women who enlist as soldiers.  Each spent roughly four months on the story.  And their method was to walk into Walter Reed unannounced and observe conditions and talk to the wounded to hear their stories.

Technically this was unauthorized access, but they were never challenged. And after the fact, no one chose to make an issue how the reporting was done.  In fact, this was a rare instance in which government made no effort to deny or explain away what had been reported.

Apologies were issued, congressional hearings were promptly held, those up the chain of command lost their jobs, and deficiencies in facilities and care were promptly corrected.

A story this big naturally was picked up by newspapers across the nation and by the television news networks.  That produced a multiplier effect.   Similar stories of substandard conditions and neglect poured in from patients and their families at other veterans’ hospitals.  The Washington Post’s excellent web site was able to collect many of these accounts in one place. The result has been very positive – a wave of momentum to improve treatment for wounded soldiers throughout the network of veterans’ care facilities.

The Post has by no means been alone in aggressive reporting on collateral damage from the war.  ABC News co-anchor Bob Woodruff was himself severely injured in Iraq.  Once recovered, he has spent most of his time reporting on soldiers trying to recover from brain injuries.  The Hartford Courant, a regional newspaper, exposed the practice of sending soldiers with known psychological disabilities back into combat.  A number committed suicide.  To get the story, reporters from the Courant had to sort through hundreds of thousands of records.

My second example of the American system at its best is the Boston Globe’s investigation roughly five years ago of sexual abuse by Roman Catholic priests.  There are similarities to the Walter Reed story.  Ultimately the expose, which began in the metropolitan Boston area, spread to dioceses all across the nation.  There were huge financial settlements with groups of victims.  A number of ranking bishops resigned – several were among the abusers.

But I offer this second story also to highlight some differences:

       *In this instance, the Globe was taking on not a governmental entity but a rich and powerful independent entity – the Catholic Church.

      *Where the Walter Reed story was assembled over a period of months and essentially sprung in a single story, the Globe’s reporting was incremental, story by story, prying loose information that had been held secret for decades.

      *Also bits and pieces of the story had been reported earlier in the Globe itself over a period of years and in other American cities like New Orleans.  What was new was exposure of the scale of abuse and how far-reaching were the church’s attempts to keep such scandals secret.

      *The Globe is a paper with a team of reporters dedicated to investigative projects.  It took their concerted effort and an aggressive new editor with special expertise in mining court records to break open the scandal.

The story included these elements:

      *The Globe found that the Boston Diocese had settled 70 complaints with large payments in exchange for confidentiality agreements.

       *Some of the most vicious repeat offenders were moved from church to church, essentially allowing them to continuing preying on new groups of young boys.

       *The archbishop of the Boston diocese, Cardinal Bernard Law, resigned after being himself accused of sexual abuse.

After the Globe’s first reports, victims (understandably both psychologically traumatized and embarrassed by what had happened) began to come forward voluntarily.  Ultimately more than 300 U.S. priests resigned.  Most dioceses admitted to similar problems and cover-ups and reached settlement with victims.  Tolerance for such abuses has been shattered.

It required skilled reporting, toughness in the face of relentless denials by the Church and the broad freedom of the press granted by the First Amendment for the story to be done successfully. (Parenthetically, it seems highly unlikely to me that the loosely networked reporting of the Internet could do work of this scope).

Good as it is, the American system is not without flaws.  An illustration is the so-called Valerie Plame case.  Simplifying slightly, Ms. Plame was a spy.  In an effort to embarrass her husband, one or several Bush administration officials exposed her identity to the Washington media.  Identifying a so-called “covert agent,” like Ms. Plame, is a crime.  That set off an investigation into who had leaked the information.

But what followed was basically a mess.  An exception to the American pattern of openness is the work of a Grand Jury -- a sort of preliminary court proceeding to judge whether there is reason to charge someone and bring them to trial.  Various reporters were called before a Grand Jury to testify

Ultimately no one was convicted of leaking Ms. Plame’s identity as a spy.  An aide to Vice President Cheney was convicted of lying to the Grand Jury.  A reporter for the New York Times, who had asked questions about her but never wrote about the matter, was jailed for several months for refusing to testify.

Some concluded that there ought to be a law to avoid putting reporters in this jeopardy.  Indeed a federal law that would shield reporters from being forced to identify their sources is being considered now by Congress.

It seems to show that well as a system of broad freedom and little regulatory media law works most of the time, at least occasionally more law would be better. 

I have highlighted some dramatic cases of investigative work because I think they show the American system at its most distinctive.  It is a great tradition that includes such landmark events as publication of the Pentagon Papers, the government’s own secret assessment of the failure of the Vietnam War, and Watergate, the investigation of a burglary and its cover-up that forced President Nixon to resign.

More routinely the media are the forum for vigorous – if perhaps not always reasoned and informed – exchanges of opinion on policy, politics and candidates.  Their factual reporting is the bedrock for informed citizen participation.

In summary, let me make a brief connection between the first and second parts of this presentation.  If harsh business challenges cut away at the capacity of the press to do its best work that will be damaging to American democracy.  Frankly it is hard to assess how much damage has been done and is being done.  Some of my colleagues and I analyzing the health of the media like to say that newspapers are not dead, but they are ailing.  The prospects and shape of a full cure are not obvious.

At the same time, we are cautiously optimistic that the media itself can regroup, make a transition to new business models and maintain at least the great part of its current role.  And we see signs that wealthy individuals and non-profit foundations will come forward to shore up the system if profitability alone cannot.  That represents a faith, I suppose, that our traditions of press freedom and unrestricted pursuit of the truth have worked too well for too long simply to fade out.

