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National advertising has traditionally been an elusive 
revenue source for newspapers. Ad agencies and 
national brands alike find it cost inefficient to strike 
deals with a fragmented base of  local newspapers, 

or even a series of  disparate national publishers with different rates, 
availability and standards of  selling advertising space. In doing so 
advertisers or agencies must manage multiple contacts, ad units, site 
placements and launch dates, which is both difficult and detrimental 
to the formation of  a cohesive and synchronous ad campaign.

“Most agencies aren’t staffed up to handle local buying,” Mario 
Diez, regional director of  online media distributor Centro, recently 
told ClickZ News. Newspaper ad sales have suffered as a result, 
both in print and online. National ads constitute 16 percent of  
print newspaper advertising and only 5 percent of  online revenues, 
according to Borrell Associates. Online, many advertisers have 
opted for the relatively easy process of  buying display ads from 
portals and search giants such as Yahoo!, Google and MSN. 
National advertisers currently account for about 75 percent of  all 
Internet advertising, according to PricewaterhouseCoopers.

Many national advertisers have also abandoned or avoided 
newspaper advertising because of  price. Local advertisers such 
as car dealerships have relatively few options to reach local 

audiences — particularly in the many one-paper cities of  the 
U.S. — giving newspapers monopoly-like leverage to raise prices. 
National brands, conversely, are less confined by locality and can 
instead buy national TV spots or magazine ads at prices that are 
comparable to a patchwork of  local newspaper ads. And once 
again, these options are easier and more resource friendly than 
piecing together disparate newspaper ad buys. 

To counter this, the consortium of  Gannett, The McClatchy Co. 
and Tribune Co. (a longstanding industry troika that has recently 
come to be known as GMT) has formed an online advertising 
network code-named “Open Network.” The publishers’ goal is 
to alleviate the traditional logistical difficulties in signing national 
advertisers and also to reclaim many of  the traditional newspaper 
advertisers that have left for greener, and more automated, 
pastures for their online ad buys. These include AT&T, Best Buy, 
Ford Motor Co., General Motors Corp., Target and Verizon. 

Newspapers 2.0

The shifting online ad buying landscape has opened up many 
opportunities for advertisers and advertising networks. Google 
AdWords and Yahoo! Search Marketing are the biggest examples 
of  services that have taken advantage of  the shift. The GMT 

SUMMARY: The newspaper publisher consortium of  Gannett, The McClatchy Co. and Tribune 
Co. (GMT) recently formed an online network for national advertisers to have a single place 
to purchase local Internet ads from each publisher. The goal of  the network, which covers 
more than 100 papers, is to attract display advertising from national brands — a source of  
income that has traditionally been difficult for newspapers to tap, either in print or online. The 
consortium hopes the ease of  one-stop shopping will cause national advertisers to replace or 
augment portal advertising buys with online newspaper display ads. While the deal positions 
the publishers to increase online advertising, they should be wary of  the pitfalls that have 
plagued past attempts to form national newspaper ad buying networks. 
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network formation can be seen 
as an attempt to adapt to this 
dynamic medium — utilizing 
its networking abilities and cost 
saving potential to centralize 
disparate ad buys under one roof. 
In this way it has the potential to 
appeal to a wider swath of  national 
advertisers, but it also faces many 
challenges and inherits a legacy of  
failure (explored further below).  

The deal itself  is set up so that each 
publisher in the GMT consortium 
will devote about 10 percent of  its 
online inventory, according to The 
Wall Street Journal. This will form 
a one-stop shop for locally placed 
banner ad inventory across 100-
plus newspapers. The goal is to 
bring in more national advertisers 
— automakers, retailers, consumer 
products and phone companies, to 
name a few — that wish to reach a 
national audience without having to negotiate multiple deals. 

This could partly build upon McClatchy’s Real Cities, an existing 
network for national advertisers. There is also the Tribune-owned 
National Newspaper Network, which is a consultative sales 
network that focuses on 16 categories generally not covered by 
others (it stays away from travel, financial services and automotive, 
for the most part). NNN outsources its online placements to ad 
distribution firm Centro, which facilitates and manages local media 
buys for national companies. 

“The industry desperately needs faster placement,” NNN 
President Jason Klein recently told The Kelsey Group, “so from 
that vantage point, the troika network is a good thing.” Klein 
added that the NNN won’t likely be affected by Open Network, 
given its position as an overlay to ad distribution networks.

Open Network is meant to augment each of  the above and to 
create an ad network with more gravity and salability than those 
attempted in the past. It can also be seen as being in response to 
— or driven by the same market factors as — Yahoo!’s recent 
landmark formation of  a newspaper consortium and ad network. 

Yahoo! Joins the Party

In late November, Yahoo! 
announced a consortium of  seven 
newspaper publishers that will 
integrate its search and mapping 
technologies throughout their Web 
sites, and whose content Yahoo! 
will conversely distribute across its 
online network. The publishers in 
the consortium — loosely known 
as the “seven amigos” — include 
Belo Corp., Cox Newspapers, 
The E.W. Scripps Co., Hearst 
Newspapers, Journal Register Co., 
Lee Enterprises and MediaNews 
Group. The group has since 
grown to include Media General 
and Morris Communications Co.; 
it now represents 228 papers in 
40 states and encourages other 
publishers to join.  

Yahoo! will integrate its online ad 
platform, search engine technology and local products such as Local 
Listings, Maps and Event listings into these newspapers’ Web sites. This 
will bring a greater degree of  functionality and searchability (traditionally 
defining factors in online newspapers’ deficiency) to the sites. Though 
newspapers possess core strengths in local and national news, their 
Web sites’ lack of  utility in allowing users to search for news across 
many sources has caused most Internet users to opt for the breadth of  
content and functionality of  Yahoo! News and Google News.

The deal also calls upon Yahoo! to distribute newspaper content in 
search results, Yahoo! News and other appropriate vertical products. 
This will start with distribution of  local employment classifieds on 
Yahoo!-owned HotJobs. Local recruitment advertisers will be able 
to reach a larger and more diverse pool of  applicants and benefit 
from HotJobs’ RSS syndication tool and Jobs recommendation 
engine. HotJobs, in turn, will boost its value as an online destination 
through the resulting increase in job postings. The combination of  
HotJobs and newspaper listings will exceed the collective share of  
Monster.com and CareerBuilder in 20 of  25 markets.

This content and advertising distribution helps newspapers 
offer advertisers nationwide reach and better search engine 

Rest of 
Industry, 
$2.88 

Google,  
$4.31 

Yahoo!,  
$2.25 

MSN,  $1.38 

AOL, $1.13 

Local, $0.56 

Search Giants Net Lion’s Share  
of  U.S. Online Advertising 
Combined Share of AOL, Google, MSN 

and Yahoo! Is 73% (US$ in Billions)

Source: The Kelsey Group (2007)
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optimization. There is also the possibility 
of  incremental revenues if  Yahoo! 
can leverage this additional content 
by finding and exploiting demand for 
premium content packages.

For Yahoo! the deal also provides news 
and classified content it can use to attract 
more ad spending — an area where it has 
fallen behind competitor Google, causing 
its stock price to drop 35 percent last 
year. The size of  Yahoo!’s network and 
its strength in display and text advertising 
are positive signs that this reach can be 
accomplished. Its new Panama platform will also enhance its search 
engine marketing capabilities and its ability to more effectively 
monetize this newly acquired source of  valued content. 

More important, this deal will likely carry over into other categories 
of  both classified and display advertising. Recruitment will only be 
the tip of  the iceberg. The publishers in the Yahoo! consortium 
also recently signed a letter of  intent to expand the relationship 
to include a national ad sales network similar to the one recently 
formed by GMT. Advertisers will be able to list across the 
consortium’s print products and will be offered more variety for 
national online exposure through Yahoo!’s network.

Newspapers’ openness to allowing their content to be distributed 
across the Yahoo! network will increase their overall reach and 
ability to gain a greater share of  online advertising revenues, which 
The Kelsey Group forecasts will increase from US$12.66 billion in 
2005 to US$27.34 billion in 2010. This is a sign that newspapers’ 
traditional “walled garden” protection of  core content assets is 
breaking down to evolve into the distribution paradigm of  the 
Internet that involves widespread distribution of  content to be 
monetized primarily through search and display advertising. 

Google’s Master Plan

Yahoo!’s deal followed closely behind Google’s November 
announcement that it will sell advertisements in 50 U.S. newspapers 
through its AdWords SEM platform. 

Advertisers will be able to bid for placement in newspapers as they 
do for text ads in Google search results, with the newspapers then 
accepting the bids they want. Google will have the ability to place 

ads in contextually relevant sections of  
the newspaper, mostly including remnant 
inventory and ads that are smaller than a 
quarter of  page.

Newspaper sales representatives spend 
most of  their time calling on larger local 
businesses such as car dealerships because 
the economies that drive their sales 
channels don’t allow them to focus on small 
businesses with spending levels below a 
certain threshold. This segment, however, 
represents the majority of  small businesses 
— and of  available SME local ad spending 

— and is currently “owned” by Yellow Pages publishers. 

The partnership with Google could help newspapers enter this 
traditionally hard to reach segment of  the local SME market. It 
could also be an effective way to unload remnant inventory that is 
traditionally hard to sell because of  its size and positioning, which 
often forces newspapers to fill it with house ads. Under the terms 
of  the deal, newspapers will be able to retain total control over 
which ad inventory to sell through Google, so they can optimize 
premium inventory and effectively unload varying levels of  
remnant material in a dynamic way. 

Google first tested the system over a three-month period 
(free of  commission) in Gannett, Tribune and Hearst 
newspapers, among others. About a hundred advertisers — 
mostly nontraditional newspaper advertisers — committed to 
participating in the test. In late December, before the trial’s 
completion, The Washington Post reported that it had been 
deemed a considerable success and would receive additional 
support, funding and expansion by Google.

It hasn’t been disclosed how much Google will receive in 
commission, but it could be within the range of  the 20 percent 
it takes for the Internet ads it places throughout its AdSense 
publisher network. This will be a key ingredient in Google’s overall 
plan to be a one-stop shop for advertising across many media. 
Bundling newspaper ad sales (along with radio, video and search) 
in AdWords will also help the company expand its addressable 
market to include businesses with traditional interest in these ad 
media. Its low-overhead self-service ad model will allow it to place 
ads in these media in a much more cost-effective way than the 
industries themselves have traditionally been able to do.

U.S. Internet  
Advertising Market

Year Online Ad Revenues  
(US$ IN MILLIONS)

2006 $12,656
2007 $15,819
2008 $18,983
2009 $22,780
2010 $27,336

CAGR 21.2%

Source: The Kelsey Group’s 2005-2010 Forecast
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The Google and Yahoo! newspaper deals are different in nature. 
Google offers SMEs the chance to “buy up” to traditionally cost-
prohibitive newspaper advertising, while Yahoo! makes it easier 
for newspaper advertisers to obtain more optimized placement 
and reach online. But together the deals signal an increased interest 
among U.S. newspapers in embracing the online technologies and 
companies they have long considered threats.

GMT’s Open Network is a similarly responsive move to a shifting 
industry and realization of  the potential of  the Internet to 

create online networks of  advertising and content distribution. 
Collectively, all this business activity shows how the proliferation of  
online news, broadband penetration and the ability to centralize ad 
buys are affecting the entire newspaper media buying landscape.

Avoiding a Legacy of Failure

News of  Open Network immediately met with some sighs of  
skepticism from the analyst community and sporadic whispers 
about “New Century,” a similar national network for placing local 
ads in print that included such publishers as Cox, Gannett, Hearst, 
Knight Ridder (now part of  McClatchy), The New York Times Co., 
Tribune and The Washington Post Co. The network’s failure nearly a 
decade ago has become a defining moment for common sentiment 
that newspapers can’t work together to sell national ads. 

This has been partly due to some publishers’ stubbornness 
and characteristic “not invented here” attitude. Creating such a 
network first requires common denominators to be reached among 
papers for standards in all facets of  selling ads (sizes, frequencies, 
rates, etc.). Newspapers’ resistance to bending on these issues is 
made worse by the simple reality that their advertising includes 
a complicated range of  formatting options. Compare this with 

television where there is, for the most part, one pervasive standard: 
the 30-second spot.

Add to formatting difficulties the need for newspapers to cede 
control of  relationships with advertisers by sharing them. Gannett 
Digital President Jack Williams acknowledged some of  these 
factors in a recent conversation with The Wall Street Journal.

“Traditionally print newspaper companies have not worked well 
together to sell national ads in print,” he said. “We intend to sell 

Internet advertising differently.” 

Whether this is true will soon be seen, 
but admitting there’s a problem is the 
first step to recovery. Still, Williams 
indicated a tinge of  the traditional 
uncompromising attitude that has 
prevented newspapers from being 
able to find common ground, to the 
detriment of  ad network attempts.

“If  other people are interested in 
participating, they can join, but only if  

they are willing to live with the rules,” he said. The rules to which he 
was referring are likely those set by precedent at Real Cities, which, if  
true, means there isn’t room for compromise for others. This carries 
the same defeatist attitude that has sunk previous ships.

The question remains as to whether there is anything different 
about online (formats, ad buying process, etc.) that will make 
it easier for newspapers in Open Network to reach common 
ground. Also, is the desire to play in the online sandbox and reap 
its potential rewards (amid falling revenues, share prices, layoffs, 
etc.) enough for newspapers to put aside conservative tendencies 
that have prevented them from succeeding in the past? 

Some of  the ad placement and buying dynamics may be different 
online from those in print and can thus increase GMT’s chance 
of  succeeding with Open Network. However, the GMT partners 
certainly aren’t as powerful as their former incarnations, which 
were among the companies that created the New Century ad 
network. Audience and ad shares have deflated significantly since 
New Century; McClatchy has liquidated most of  its larger market 
papers; and question marks surround Tribune’s future as restless 
shareholders are close to demanding an asset sale, similar to what 
happened to Knight Ridder before it sold to McClatchy.

 U.S. Newspaper Advertising Market
US$ in Millions 2006 2007 2008 2009 2010
Display $32,330 $32,901 $33,480 $34,067 $34,662
Classifieds $16,655 $16,574 $16,490 $16,403 $16,312
Total $48,985 $49,475 $49,970 $50,469 $50,974
Total CAGR 1.0%

    Source: The Kelsey Group (2007)
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Add to these woes sinking overall metrics across the industry. 
As online readership grows and the media world increasingly 
fragments with expanding digital multimedia options, circulation at 
major U.S. papers continues to decline. Newspaper online ads are 
growing but not enough to make up for declines in print revenues. 
Online newspaper ad revenues increased 23 percent year over year 
in the third quarter of  2005, but print ad revenues declined 2.6 
percent, resulting in an overall 1.5 percent decline, according to 
the Newspaper Association of  America.  

This fallen position could indeed affect the success of  Open 
Network, but as mentioned above it could do so in a positive way 
by acting as a motivating factor to act more progressively. We’ll 
have to wait and see if  necessity is the mother of  invention. 

Final Thoughts: Only a First Step 

Though this deal is a step forward for newspaper publishers, 
and they deserve points for doing something to enhance their 
ability to sell online ads, it doesn’t go far enough. Some of  the 
traditional shortsightedness of  newspaper companies (a product 
of  the organizational inertia characteristic of  the industry) leaves 
us wanting more out of  this ad network.

For example, network membership is restricted to newspapers. 
Barring other online publishers from the network seems to 
indicate a fear of  giving away the “secret sauce” to Internet 
competitors. The Wall Street Journal article mentioned above 
hinted at this: “GMT is leery of  the [Yahoo!] agreement to use 
Yahoo!’s technology to deliver advertising on the newspapers’ 
Web sites, according to a person close to the situation. Yahoo! will 
then gain sensitive information such as which newspaper sites are 
doing well and which pages are most popular.”

This attitude fabricates battle lines between the GMT and Yahoo! 
networks and around any potential online publisher partners. This 
sadly could lead to a fragmentation of  the newspaper audience 
share at a time when newspapers should be coming together to 
aggregate that shrinking audience. Limiting network membership 
to newspapers also decreases the amount and variety of  available 
inventory. Expanding these options is the whole point of  the 

network, which advertises itself  as “open.” It falls short of  
executing on this promise. 

Similarly the deal only distributes online ads. Offering a range of  
ad distribution options in both print and online would appeal to 
advertisers interested in many media forms. It could also help 
newspapers cut costs by augmenting traditionally separate sales 
channels with a one-stop sales force whose knowledge and cross 
training in different ad media could strengthen overall sales efforts. 
Not doing these things will cause newspapers to lose advertisers 
to the likes of  Google, which continues to innovate in cross-
platform ad selling.  

To take this strategy to its logical conclusion would also require 
newspapers to do something they will very likely not do — namely, 
to enable some of  the ad media that have long stood as competition. 
To be a true one-stop shop for ad media buys, newspapers will 
have to follow Google’s lead in forming partnerships with (or in 
some cases acquiring) offline media in radio, video (television) and 
magazines. 

In the case of  television, Gannett has TV assets, but it appears 
unlikely this network will involve them at all. In terms of  radio and 
magazines, these are traditionally competitive sources of  ad media 
that newspapers — given their typically low propensity for taking 
risks — will likely not support in any way. 

GMT is in fact talking to Centro about running the engine that 
places some of  the ads across the network, according to The 
Wall Street Journal. This would be a step toward more of  a cross-
media channel distribution strategy, as Centro places ads in many 
forms. To this end, Centro could even be considered a potential 
acquisition target for GMT. This would bring additional capability 
to execute a cross-media strategy and squeeze more value out of  
this network than is apparent. 

Perhaps we are speaking too soon in pointing out GMT’s apparent 
deficiencies, as it’s possible the consortium has more up its sleeve. 
We hope this is the case and will continue to examine the network, 
its possible directions and its potential impact on the overall local 
ad buying picture. ILM


