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Internet Marketing the News:.
L everaging brand equity

from Market Place to Market Space

Abgract

Can established newspapers leverage their offline brand equity to the online edition in order to create
visits and page views? This question is key for publishers, as they are now facing a change only comparable to the
advent of the printing press in the fifteenth century. In the present study, both a cross-sectional and a time-series
analysis are applied to 12 Spanish newspapers. Our findings indicate that brand equity in the market place can be
efficiently leveraged into the market space. On-line reader ship depends both on off-line popularity as on the profile
fit between the typical Internet user and the typical off-linereader of the newspaper. The digital market dynamics
are uncovered by persistence modeling of visits, page views and brand choice for each newspaper. First, the total
number of visits initially evolves, but later stabilizes. In contrast, page views continue to evolve as usage depth
increases over time. Finally, brand choiceis stable and proportional to the brand equity borrowed fromthe printed

newspaper. Our analysis yields specific recommendations for the three leading newspapers.

Keywords: brand equity transfer, online news, evolution, panel model



1. Introduction

Digitd news recently emerged as an important Internet phenomenon, both from the demand
as from the supply sde. As for the former, pand daa from the Wharton Virtud Test Market!
show that 84% of Internet users have accessed news ortline in 1998, up from 24% in 1997. As
for the latter, the number of newspepers avalable on the Internet has been Steedily growing:
from 2,700 in March 1998 to 4,280 in October 2000°. In most developed countries, the mgjor
newspapers ether have an online presence or are currently in the process of implementing
projects for doing so. One important resson for this phenomenon is the exponentid growth of
Internet availability to consumers. Editors are afrad that if they do not go online as soon as
possble, they will lose their reeders and advertisers to the competition. Advertisng revenues for
the total Intemet medium reeched $4.62 hillion in 1999° and are projected to reach $11.5 hillion
in 2003, supasing spending in tradiiond media®. Second, most newspapers can afford the
initid invesment required to set up a digitd edition, Snce mogt of the cost has adready been
inveted to create the printed verson. Findly, the Internet offers a vaiety of revenue
opportunities such as pay-per-use and advertisng-per-exposure. However, the Internet aso poses
a mgor chdlenge, as the needs and expectations of digitd news consumers may differ from the
typicd readership in the physcd world. Because of consumers reuctance to pay subscription or
transaction fees, most newspapers depend on banner ads to generate revenue for their digita
versorr. In this advertisng-based business modeP, invesments in fast content updates and
interactive services are judified if they increase the number of vists and/or the number of page
views'. As Coffin® points out, the higher the vaue of a web ste to the vistor, the higher the
vaue will be to the advertisars. At this moment, advertisers and publishers usudly employ brand

popularity and resders profile as a bads for pricing’. But how do these dements of brand equity



transfer to the online environment? Both editors and advertisers have a keen interest in this

question, which isthe focus of our paper.

2. Conceptual background

Recent marketing literature consders the Internet both as a mgor opportunity and as a mgor
chdlenge for newspapers. A theoretic rationde is provided by Peterson et d.'°, who deveop a
classfication of products and sarvices in the context of the Internet. News is a low outlay,
frequently purchased good, with a vaue propogtion of intangible or informaiond nature, and a
high differentigtion potentid. These atributes make news ided for online ddivery. The
chdlenge for newspgpers is twofold: generating traffic for ther digitd verson and turning this
traffic into revenue sreams®. For the advertising driven busness modd tha mogt digitd
newspapers follow®, these two chalenges condst of first generating and increesing traffic, and
then usng these results to convince advertisers to place banner ads. Banner ads indeed represent
the mgor pat of invesments in online advetisng placements®. Moreover, advertisers are
intereted in maximizing exposure to ther banner ads, which directly depends on the number of
pages read. Therefore, they are willing to pay more for ads on Stes with a larger number of page
views’. Findly, increases in page views may be perssient, dlowing the brand to grow to market
dominance a the expense of its competitors Communicating such a podtion to advertisers could
again increase advertisng revenues.

In this paper, we andyze the Sze and dynamics of digitd readership. Fird, we rdae the
popularity of the digitd newspaper to the trander of the offline brand equity, which combines
the audience of the printed newspaper and its fit with the readership profile on the Net. Second,

we decompose reedership for the three leading brands in category incidence, brand choice and



usge depth. We agoply perdgence modding to examine paterns of growth and evolution in
these three components. These issues have profound implications for the competitive advantage

of and challenges faced by these brands.

3. Hypotheses

3.1 Digitd market dynamics

In contrast to the mature and stable market for printed news, digital news is conddered as an
emaging market in Span®!!. This characterization implies paticular paterns for the over-time
behavior of peformance vaiables for the totad maket (totad number of vigts and page views)
and for the newspaper brand (brand vigts, page views and usage depth). In mature markets,
virtudly dl peformance variables are mean-reverting, i.e they return to ther meen or
equilibrium level soon after a “shock” to the time series®. In emerging markets, evolution in the
peformance vaiables is likdy during an initid period; before the maket dructure is
esablished™®. Evolving variables do not retum to their historicd meen, and shocks to these
vaidbles may have pemanent effects on the time saries of these variables From a consumer
behaviord perspective, learning is a necessary condition for evolution in peformance varidbles
new consumers vidt the digitd newspgper and exising consumers learn more about its products
and sarvices'®. After some time, sauration in consumer peneration and habit formation of
existing consumers will leed to stationarity in performance variables'®.

For the digitd news maket, we expect both pages and vidts to evolve initidly.
Moreover, we podulate that these series co-evolve i.e they ae in long-term equilibrium. After
dl, atracting users is a necessary condition for incressing the number of page views’. In a later

dage however, the number of vidts will gabilize In contrast, page views will continue to evolve



because the exiding vidtors get more used to reading news onine and learn more about the
services of the digita newspaper'®. We therefore postul ate:

H1: Thetotal number of digital visitsinitially evolves, and then stabilizes.

H2: The total number of page views evolves.

H3: Thetotal number of digital visits and page views initially co-evolve.

3.2 Brand equity transfer

A common view on Internet marketing dams that the reduction of consumer search cogts will
leed to dwinding product differentiation and vanishing brand loyaty'’. Brynjolfsson and Smith'®
find drong evidence agang this assetion, and conclude tha heterogeneaty in consumer
awareness and trus ae a least as important in the digitd as in the physcd world. Retalers
bieve tha besdes “having a wel-desgned, essy to use Ste’, the mogt important Success
factors are “a srong company brand” and “sdling well-known branded products’®®. This
popularity aspect of brand equity is captured by the newspgper's audience i.e the edimaed
number of people actudly reading the newspaper (in contrast to the number of people buying it).

H4. The larger the audience of the printed newspaper, the more readers are attracted to its

Internet edition.

Although popularity in the red world may edablish a basdine for awareness on the N,
newspapers know that Internet access is not universa yet. In fact, the demographic profile of the
typicd Internet user could be vadly different from the typicad print cusomer. Congdent with the

marketing concept, we expect newspgpers with a closer profile to that of the Internet to get a

higher number of readersin its Internet edition.



H5: The higher the degree of similarity in demographic profile between newspaper's readers

and Internet users, the more readers are attracted to its Internet edition.

Both the audience for the printed verdon and its profile match with Internet users are dable
factors in established news markets like Span®. Moreover, the printed newspaper is the vehicle
for virtudly dl promaotion for the digitd verdon in this market. Because of this dependence on
the stable market structure for printed news, we postulate:

H6: The share of digital visitsis stationary for all newspapers.

4. Data and variable oper ationalization

The present study andyzes data from 12 Spanish Internet newspapers audited by the OJD.
Table 1 describes our data in more detal. The examined newspgpers include five naiond, four
regiond and three provincid papers. Ten of these newspagpers have a generd scope, wheress two
specidizein respectively economic and sport news.

Our peformance variables incdlude the number of daly vidts and page views for each digitd
newspaper. Basad on this information, we create the variables ‘totd vidts (vidgts to dl digitd
newspapers), ‘totd page views (page views for dl newspapers), vidts share, page view share
and usage depth (page views divided by vidts for each brand). Additiondly, the newspaper's
offine brand equity and identity is captured by dirculation (copies sold), audience’ (actud

reedership), and by demographic profile®. This last varigble is measured dong four dimensions

3 Oficina de Justificacion de la Difusion; the Spanish equivalent of the Audit Bureau of Circulations. The data
collection by OJD typically starts at least six months after the introduction of the online newspaper, as the period of
these first online stepsis plagued by tests and missing observations. As aresult, our data period does not capture the
very beginning of the online version.

4 Data from AIMC (Asociacién para la Investigacion en Medios de Comunicacion), which uses survey methods to
estimate newspaper audience and mediatrends.

® Global proximities of demographic profiles are calculated using a Euclidean dissmilarity coefficient matrix.



age, gender, socioeconomic datus (SES) and level of education, and is avalable both for the

printed newspapers as for the generd Internet audience.

5. Methodology

The firg dsep in our andyss condsts of unit root tests for al peformance varidbles This
procedure dlows a direct assessment of hypotheses 1, 2 and 6. The Augmented Dickey-Fuller
tes of equatiion 1 is peformed for each series in severd different verdons, dlowing for multiple
lags (p) and for a deterministic time trend t%°. In each case, Schwartz's Bayesian Information
Criterion (BIC) gquides our choice for the gppropriate verson of the tes. This criterion

condgently edimates the lag dructure by minimizing the sum of sguared errors and modd

complexity®*.
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Regection of the null hypothess of a unit root ¢ = 1 implies ¢ -1) = 0) provides evidence for
Sationarity, whereas fallure to do 0 a the 5% leve provides evidence for evolution.

Snce drong seasondity effects (in our case, intraweek patterns) can obscure the longterm
behavior of the time series??, we peform the unit root test for both the raw data and the
dessesondized data (usng multiplicative seesond indices for each day-of-week). Our findings
ae identicd for each peformance saries. Findly, we condruct rolling-windows of 182 daly
observations (6 months) and perform the unit root test for each of these data windows™. This
procedure provides another check on the dability of our test results and dlows us to investigae
whether the tota number of vigts has the tendency to become daionary after an initid period of

evolution (Hypothess 1).



Hypothess 3 on the coevolution of vidts and page views is examined by means of the
Johansen FIML cointegration test™®. This test does not only assess whether cointegration exists,
but aso estimates the cointegration relation between the variables.

Our andyss of readership patterns (Hypotheses 4 and 5) uses a pand data modd to exploit

both the cross-sectiond and the dynamic variation for weekly data of the 12 newspapers.

Log (Visy)=a +b;Log(Aud )+ b,Dem; +bsVac,+g;Gr,+r Log(Visii)+ei| (2

The dependent vaidble is the number of vigts (Visy) of each newspaper. Independent
vaiables are the log of the printed newspapers audience (Aud;), digance in demographic profile
(Dem), a linear trend for growth (Gri;), a dummy variable for vacaion periods (Vag) and the
auto-regressve  coefficient (Vis.1). Except for Growth, coefficients are redricted to be common
across units. The intercept is common (a) snce the audience vaiable controls for dze
differences. Edimation by Seemingly Unrdaied Regresson (SUR) is preferred due to the
presence of both heteroskedadticity (strong dze differences among newspepers)  and

contemporaneous correaion (common shocksto dl series).

6. Results

Table 2 presents the results of the unit root test for the raw and the deseasondized data. Firgt,
we andyze the totd market for digitd news. Totd vidts ae datiionary, wheress totd page views
and usage depth are evolving. The ADFted, in the verson sdected for the full data period, is
dso edimaed for each of the two cdendar years 1998 and 1999. Far vidts evidence of

evolution is present for 1998, but not for 1999. This finding supports Hypothess 1. the totd



number of vidts initidly evolves, but later gabilizes In contradt, the tests for page views and
usage depth show strong evidence for evolution throughout the full data period. These reaults
support Hypothess 2. Second, dationarity in dl peformance sries is the rule for mogt
newspapers in our data set. Evidence on evolution is found for El Mundo (pages, usage depth,
vigts share and @ges share), La Vanguardia (pages, vidts share and pages share) and Diaio de
Navarra (vidts shae and pages share). Results for the deseasondized data mirror those for the
raw data. We conclude that, in support of Hypothesis 6, visits shares tend to be Sationary.

The co-evolution between vidts and page views is examined for 1998, the period in which
both ae evolving. For both the rav and the descasondized data, the Johansen LR test finds
evidence of cointegraion (Likdihood Ratio = 26.03). The cointegrating equation teaches us that
7 pages per vigt conditute the long-term equilibrium. Hypothess 3 is supported.

The reaults for the pand modd ae presented in table 3. SUR-estimation of the firs modd,
usng the log of vists as the dependent variable yidds an R? of 0.97. Significant effects are
obsarved for audience, amilarity in demographic profile, and vecation periods The dadicity of
the vigts with respect to audience is .75. However, the introduction of profile digance yieds a
ggnificantly higher modd fit. Newspapers with demographic profiles dose to that of the Internet
condgently get a higher number of vigts than expected in view of ther audience (distance

coefficient = -.07). Hypotheses 4 and 5 are supported.

7. Discussion and implications
Oveadl, the results support our proposed hypotheses as summarized in table 4. Fird, the
emeging digitd news market does experience evolution over time Totd page views and usage

depth experience evolution over the full observation period, wheress the totd number of vigts
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evolves in 1998, but gabilizes in 1999. Out of 12 newspapars 3 experience evolution in vist and
page shaes, and only 2 in usage depth. Findly, cointegration between vigts and page views is
found for the fird year of observation, but not for the second. Together, these results confirm the
intuition thet digitd news represents both growth opportunities and chdlenges to editors On the
one hand, on-line presence endbles editors to leverage offline brand equity and tgp into new
audiences and advertisng revenues. On the other hand, competition in this market is intendfied
because of the consolidetion in terms of totd vidgts and the fact tha only a few newspapers
succeed in increesing usage depth. Our andyss yidds different implications for newspapers with
a wek versus a drong maich between the demographic profile of ther offline readership and
that of the Internet user. We briefly discuss these implications for the specidized newspapers and
for the threenationd, genera papers.

The mogt dgriking results are obtained for the economic and the sports newspaper. The
economic newspaper srongly benefits from its fit with the Internet public in al four messures
gender, SES, age and education levd. The sports newspaper represents the other extreme its
printed verson hes the largest audience in Spain, wheress its digitd verson gets four times less
vigts than El Pais Digitd. We obsarve a dmila scenaio for newspgpears specddizing in
provincdid news, their ontline reedership does not live up to ther off-line populaity. In
ummay, advetisers should carefully condder profile fit, and not only offline audience in ther
dlocation decisons to digitd newspapers Specidized newspapers have an advantage to the
extent that the Internet audience has a drong interest in their content. In the extreme case, the
newspgper can dat charging for online subscription (as the Wdl Srrest Journd did) and thus
become less dependent on advertisng revenues. In shap contras, the sport newspaper and the

provincid newspgpers suffer from a large gap between the demographic profile of its offline
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readership and that of the current Internet user. On the one hand, a consumer segmentation and
targeting gpproach suggests that they should offer a different product to therr digitd versus ther
print reedership. On the other hand, the costs of maintaining separate versons (and daff) and the
potentid dilution of thar exiding brand pogtioning, imply tha they <should adopt a more
consvative draegy by mantaning a modest on-line presence for their exiging audience. After
dl, as the Internet innovation diffuses in Spain, the typicd ontline reader may soon resemble the
typica off-line reader. In the United States, the Internet populdion is dreedy dating to look like
the generd population’.

The competitive dynamics can be examined in more detal for the three nationd, generd
newvspapes El Pais ABC and EI Mundo. The smilaity in content and scope of these
newspgpers makes such a compeitive andyss meaningful. Moreover, these newspapers are
likdy to compete for the busness of the same nationd advertisers. For this andyss, we define
the totad market for nationd, generd news as the sum of the data for these three newspapers.
Fgures 1-3 in gppendix show ther market shares for respectively vidts page views and usage
depth. As confirmed in the unit root tests in table 2, vidts shares look like the prototypica
examples of daionary series shocks to the series disgppear dmogt ingantly. In contrast, page
views are evolving for El Mundo: this newspgper dructurdly increeses its share of pages reed.
The reason for this evolution is evident in the andyss of usage depth (figure 3): only El Mundo
succeeds in gructurdly incressng the number of pages read per vidt. Future research is needed
to edablish why El Mundo obtains this advantage. Both its high profile fit and the excdlent
interective qudity of its online verson could be regponsble Our dynamic perspective on

competitive advantage yields specific recommendations for the three newspapers.



Firs, maket leader El Pais leverages its exiding brand equity in the digitd world in terms of
vigts but is logng its leadership to El Mundo in usage depth, and therefore page views
Therefore, we recommend El Pais to better dlign its online verson with the needs and
expectations of the typicd Internet user. Compardive andyss between the content and style of
the 12 web dtes suggests that faster content updates and better communication services should
hdp. In fact, Bl Pais did introduce a free headline-emall service right after the observation
period. A next dep could be to cusomize these emals and to include direct links to webste
atides which is a lot cheper thean customizing the site itsdf’. Very recently, in June 2000, El
Pais shacked the whole press panorama by hiring, in a surprise operation, fifteen people from the
online edition of El Mundo, in fact the mgority of its staff.

Chdlenger EI Mundo hes fewer offline readers than El Pais but offers a better fit and
understanding of the needs of the typicd Internet user. However, the totd number of vists and
vigts shae show no evolution. Traditiond marketing wisdom dictaies more atention to online
and offline advetisng in order to builld awaeness and dtract new users. Crosssling
techniques appear especidly effident for a large newspaper like EIl Mundo. Recently, Spanish
newspapers have begun to offer passwords for specidized digitd sections in the printed
newvspapers.  Fndly, follower ABC obtans evolution in nether vists nor usage depth.
Invetments in content and dyle of its web Ste would be needed to bring the digitd newspaper
up to competition. Moreover, advetisng can help increase trid by new users. However, ABC
has to badance the cods of these invesments with the expected returns the demographic profile
of its exiding readership is different from that of the typicd current Internet user. Simply

kegping online presence may be more conggent with the brand’'s postioning. This dSrategy is
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contingent on the current Stuation however, and should be reconddered if Internet usage

increases up to a point that the typical ABC reaeder is online.

8. Conclusion and suggestionsfor future research

The present dudy offers new evidence and indght into the digitad news market. Fird, the
market for digitd news shows evolution over time, but severd newspapers do not share in the
growth of vidts and/or usage depth. Moreover, the totd number of vists dabilizes indicating
usage depth as the more likely source for future growth in page views Second, the popularity of
the digitd newspaper is influenced both by the audience of its printed edition, and by its profile
fit with that of the typica Internet user. Findly, the usage depth of the digitd newspaper evolves
over time the typicd reader vidts more pages This phenomenon however depends on the
profile fit between marketplace and marketspace readership. Mogt likdly, digitd newspapers are
origindly visted in a god-oriented mode”®, wheress the hedonic playing mode”® develops as
usys learn the bendfits of the digitd newspgper. Given that most newspgpers get funding from
advertising®, editors of these newspapers should focus advertisers on the number of pages read
(and thus opportunity to see the spedific ad) ingead of Imple subscriber numbers. Our findings
dso have drong rdevance for advertisers. Fire, they need to know the size and profile of the
audience that vidts the specific newspapers. Second, the growth differences for vistors and
pages per vigt provide indghtsinto the future devel opments of their newspaper of choice.

Our dudy is limited to market level data for one country, and future research should tgp into
individua consumer behavior in different regions of the world. As the daa collection period
dats a least Sx months after the introduction of each newspaper, we were not able to andyze

the very fird geps of online readership. Moreover, we did not obtain sufficient marketing action
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data to dudy the causd rdationship between digitd readership and changes in the digitd news
product, changes in the offered services and advertisng for the digita verson. Future research
should explore these reldions in order to investigate the return of investment for these marketing
actions. Findly, daly daa on printed crculation would enable an invedigation of the important
cannibdization and complementarity issues between the printed and the digitd verson of the
newspaper. As in other aress of E-commerce, where “dick and morta” dud didribution is
replacing the “dick” versus “brick and mortar” dichotomy, editors need to bdance on-line ad

off-line invesments.
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Table 1: Descriptive data of the newspapersin the sample

Name Code Ambit Type Audience* | Profile Visits** Pages* * Data period Launch
El Pais EPA National General 1,572 55.7 42,109 300,320 Jan 98-Aug 99 May 96
El Mundo EMU | National General 926 53.33 20,360 128,498 Sep 97-Aug 99 Feb 96
ABC ABC [ National General 952 62.1 8,951 38,200 Dec 97-Aug 99 Sep 95
La Vanguardia LVA Regional General 640 61.68 3,799 22,632 May 97-Aug 99 June 95
El Periodico de Catalunya [ EPC | Regional | General 912 76.81 4,089 56,575 Mar 98-Aug 99 Oct 96
Levante LEV Regional General 349 76.05 878 13,851 Jul 98-Aug 99 May 98
Avui AVU Regional General 138 63.84 1,752 24,825 Nov 98-Aug 99 Dec 97
Canarias 7 CA7 | Provincial | General 166 90.36 582 2,214 Jun 97-Aug 99 Jan 97
El Diario Vasco DVA | Provincial [ General 344 84.5 967 6,983 Jul 97-Aug 99 Dec 96
Diario de Navarra NAV | Provincial | General 228 89.33 715 4,403 Dec 98-Aug 99 Nov 97
Expansion XPA National | Economic 133 53.58 7,116 36,277 Jun 98-Aug 99 Mar 97
Marca MAR | National Soorts 2,440 81.77 11,428 87,274 Jun 98-Aug 99 Jan 96

*  Data from AIMC, audience data in thousands; profile data transformed: distance between demographic profile audience and Internet user

** Data from OJD: average number of electronic visits, average number of electronic pages read

Table 2: Unit Root test results (absolute t-values for the Augmented Dickey-Fuller test)

Series Visits Pages Usage Vigits Pages Deseasonalized Deseasonalized
depth share share visits pages
Total Market 5.63 1.55* 1.08* NA NA 452 1.24*
Total 1998 2.96* 1.85* 1.03* NA NA 2.62* 1.61*
Total 1999 3.97 2.08* 1.26* NA NA 384 1.97*
EPA 6.51 5.01 383 3.87 464 5.27 362
EMU 5.62 2.99* 0.62* 2.41* 2.23* 4.97 0.63*
ABC 4.49 432 6.50 3.73 522 4.60 6.73
LVA 752 408 1.58* 1.81* 1.70* 9.02 431
BEPC 551 4.76 7.30 5.35 6.22 5.98 539
LEV 5.50 525 18.89 552 543 5.45 513
AVU 353 492 10.95 11.39 11.18 3.64 12.78
CA7 6.21 7.69 6.82 3.16 374 8.61 9.01
DVA 6.09 6.69 504 3.26 300 6.89 7.39
NAV 3.88 39% 5.00 2.37* 0.09* 3.92 3.86
XPA 5.85 344 421 5.35 307 752 404
MAR 434 379 449 311 Vil 5.02 461

* Failureto reject the null hypothesis of a unit root at 5% significance level
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Table 3: Results of the panel model (weekly data) "

Variable Cosfficient t-Statistic Probability
Constant 1030 17.68 0.0000

Log (Audience) 0.75 10.45 0.0000
Demographic profile -007 -18.47 0.0000

V acation periods -0.30 -8.63 0.0000

Log (Vist.1) 0.72 28.05 0.0000

R 097

Adjusted R? 09%

S. E. of regression 026

Durbin-Watson 219

* Theindividual newspapers growth coefficients have been omitted.

Table 4: Summary of hypotheses and findings

No. Hypothesis Finding Supported?
H1 | Total visitsinitially evolve, then stabilize Evolution in 1998, stationarity in 1999 Yes
H2 | Total page views evolve Evolution over full data period Yes
H3 | Visitsand page viewsinitially co-evolve Co-evolution for 1998 Yes
H4 | Off-line audienceincreases digital visits UR-estimation yields significant coefficient Yes
H5 | Profilematch increases digital visits for audience and profile Yes
H6 Visits shareis stationary Stationarity for all brands Yes
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Figure 1: Visit sharesfor the three national, general newspapers
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Figure 2: Page view share for the three national, general newspapers
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Figure 3: Usage depth for the three national, general newspapers
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