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To pay or 
not to pay

ple pay for digital content? And if so, for 
what? While these questions remain largely 
unanswered, there are various examples of 
consumers opting into paid digital services.

Kantar Media’s FuturePROOF study, 
which was conducted last year among a 
panel of 2,000 British adults, considered 
willingness to pay across a variety of media. 
Television emerged as the medium most  
respondents are willing to pay for (23% 
agreed they would pay), although things 
looked less profitable for online newspapers.

Just 3% of the survey panel agreed they 
were “willing to pay for newspaper content 
online” and the results of the 2011 edition 
of the study, one year on from the launch 
of the Times’ paywall, are unlikely to show a 
significant uplift at the headline level.  
However, we expect to find that increasing 
buy-in to paid content will come from the  

growing tablet audience, which has been 
boosted recently with the launch of iPad 2, 
Kindle and Samsung Galaxy among others.

Although smartphones are now in the 
pockets of around 30% of the UK popula-
tion, it’s the buzz around Apple’s iPad and 
other mobile devices that is really capturing 
the imagination of publishers. Murdoch has 
even gone as far as declaring the iPad a “game 
changer”. With mobile devices implicitly 
linked to credit cards either via iTunes or 
mobile phone bills, it would seem that mobile 
certainly has some potential to deliver  
revenues, but, as yet, the potential remains  
unrealised by mainstream consumer  
audiences (Kantar Media’s futurePROOF 
study saw only 2% willing to pay for news 
content via their mobile phone). 

Despite not hitting the mainstream as yet, 
all the right signals are there for a profitable 
future from mobile. There are unquestionably 
mobile success stories, notably The Guard-
ian, whose iPhone app became so popular as 
a single paid download that it relaunched it 
with a subscription in February. 

In terms of realising mobile’s potential, 
Times and Guardian users show similar levels 
of willingness to pay to receive newspaper 
content on their mobiles (8% and 10%  
respectively) and both show a two-fold 
increase since 2009. Telegraph users seem less 
inclined (5% would consider paying). 

Eleven percent of the GB population liked 
the idea of reading a newspaper on an  
electronic device (7% in 2009). Interest  
doubled in 2010 among Times and Guardian 
users (21% and 22% respectively) and is also 
higher than average among Telegraph users 
(15%).

The one area of real promise lies with 
the under-45 age group: despite their general 
reluctance to pay for digital content – which 
they generally perceive as being free – they 
show potential to do so as their adoption  
of portable devices (such as tablets and 
smartphones) grows and they further  
embrace app-culture.   

While the newspaper industry is facing up 
to its challenges, it is not alone in its quest  
to the paid content mindset. The music, film 
and television industries are all facing up to 
similar pressures. Are there any learnings 

Content owners should be prepared to 
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constructing paywalls for their sites
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B
arely a week will pass without 
some furious media speculation  
in the realm of paid-for  
digital content. Rupert Murdoch’s 
crusade to cultivate a culture of 

paid content seems to be gathering steam.  
Convincing people to pay for content is not 
unique to newspapers: TV, music and movie 
streaming services such as Hulu, Netflix and 
Spotify are all facing similar issues. 

So why is paid content such a hot topic? 
Put simply, because Murdoch has made it 
his business to generate significant revenues 
from his online empire; even if this is to the 
detriment of audience size. Indeed, so  
widespread has been the coverage of this 
topic that ‘paywall’ became an official  
word and was added to the Oxford English 
Dictionary last year, signifying its acceptance 
as part of the common parlance. 

It’s useful to take a look at what’s  
happening in newspaper publishing. There 
are three digital strategies that are being 
deployed:

1 An all-encompassing paywall. 
Users pay upfront to gain access 
for core content online. This is the 

metaphorical entry fee to a subscriber-only 
club.  This option has been most successfully 
employed by both The Wall Street Journal and 
the Financial Times. The latter’s editor, Lionel 
Barber, claims that 50% of FT readers take 
both online and print content. However, 
given their relatively niche business markets, 
doubts still remain whether the absolute 
paywall model is transferable to more  
mainstream news providers. 

The absolute paywall adopted by The 
Times has resulted in vast drops in website 
traffic figures (down 90 percent) and their 
digital subscriber base stood at 79,000 at the 
end of Q1 2011. So what is the benefit of 
persevering with this route? Aside from  
generating a regular stream of digital  
revenues, paid subscribers are potentially 
more attractive to advertisers. News  
International’s own research has  
demonstrated that subscribers are not only 
more engaged with the content they  
consume, but, crucially, with the advertising 
that they are exposed to, making them an 
audience that is actively engaging with  
advertising messages.

2 The Metered Solution. This is the 
strategy The New York Times is fronting. 
It acts more as a velvet rope than an 
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outright admission charge. NYT subscribers 
gain VIP access to ‘exclusive’ digital content, 
whereas regular users are restricted to 
browsing a limited number of articles before 
having to pay.  

Despite some teething issues, the meter 
has been widely regarded as a success and 
has had a minimal knock-on impact on  
overall web traffic data. Hitwise, data  
suggested that there had been between a 
5 to 15% decline in usage, though this was 
based on only a 12-day period, and the 
long-term impact is yet to be fully realised. 
Despite this, signs are positive that the 
payment meter is being met with a positive 
reaction, with more than 100,000 digital 
subscribers signing up within the first three 
weeks of the launch.

This will be of interest to bosses at The 
Daily Telegraph, who are reportedly currently 

developing their own paid content plans with 
input from New York Times executives. Project 
Plane is scheduled to bring this strategy to 
the UK in September 2011.

3 Free and Easy. The final strategy being 
deployed by newspapers is the free-and-
easy approach where the aim is to get 

as many users on the site as possible. Aiming 
for large-scale audiences will allow publishers 
to then charge premium rates for ads.  
The Daily Mail and The Guardian remain 
committed to their free web-based offer-
ing and the strategy seems to be paying 
dividends with Daily Mail & General Trust’s 
www.mailonline.co.uk recently becoming the 
world’s second-largest newspaper website, 
overtaking The Huffington Post with  
39.6 million monthly users.

So the big questions remain, will peo-
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that newspaper publishers can take from 
elsewhere?

The music industry has had a struggle 
comparable to that of newspapers, with 
dwindling physical sales not being replaced 
by digital revenues. One of the reasons for 
this (taking piracy out of the equation) is the 
emergence of online music streaming rather 
than purchasing it outright.

One of the protagonists in this area  
is Swedish start-up Spotify whose ‘freemium’ 
offer enables users unlimited music  
streaming, although the service is peppered 
with advertising messages. Alternatively, there 
is the option to pay a subscription for an 
advertising-free experience. Needless to say, 
the bulk of Spotify users fell into the free end 
of the spectrum. However, with one eye on  
a US launch and the potential burden of  
unfeasibly large royalty payments, Spotify  
announced recently that it would scale back 
the access permitted to free users in a bid  
to raise its paid subscriber numbers.   
Not surprisingly, perhaps, it has been met  
with a mixed reaction from free users. This  
is somewhat akin to switching away from  
the free and easy approach of The 
Guardian/Mailonline to the adoption of The 
New York Times’ metered system. 

In the movie business, companies such 
as Netflix and LoveFilm charge a monthly 
subscription fee (akin to that of The Times), 
enabling people to watch movies over the 
internet. This is an area of real growth where 
attaining paid subscribers seems in the 
ascendency. Amazon has recently purchased 
LoveFilm with the intention of developing this 
business further; YouTube has just announced 
its first foray into the market and Netflix  
now has more subscribers in the US than  
the largest Cable TV operator. 

Also in the realm of video-on-demand, we 
have the example of Hulu with its ‘freemium’ 
service. What started out as a free, ad-funded 
venture has seen the company diversify  

recently with the launch of the  
subscription service, 

Hulu Plus. 
Rather 

than simply 
asking peo-

ple to pay for 

what they once got for free (like Spotify, or 
The Times), Hulu Plus offers an added-value 
service. Paying subscribers gain access to ex-
clusive content above and beyond what free 
users have available. This content includes  
previous seasons of popular TV shows as well 
as current shows not available to free users. 
The take-up has been encouraging and CEO 
Jason Kilar expects to have one million paying 
subscribers by the end of this year.

Analysis of Kantar Media Compete data 
on Hulu users between October 2010 and 
March 2011 shows that heavy users (those 
spending five hours or more on hulu.com per 
month) are those more likely to sign up and 
pay for the premium content. They are also 
four times more likely to pay for Hulu Plus 
than Light users (those using for less than 
one hour per month). 

The Hulu model offers the best of  
both worlds too, in addition to gaining  
subscription revenues from these subscribers; 
Hulu still has the mass audience appeal to sell 
their display advertising on the back of.

What Hulu has managed to achieve with 
Hulu Plus is the creation of a premium  
service that doesn’t disillusion and turn off 
their core audience – Compete’s site  
analytics data shows that since September 
2010 (two months before Hulu Plus’ launch) 
web traffic to the site has actually increased 
by 12%, so the new scheme has not been 
to the detriment of the web traffic, which is 
where Spotify and The Times are struggling. 

What’s more, Hulu Plus users are an  
attractive target audience for advertis-
ers. They are young and affluent – 68% of 
them are under 40 and 24% earn more 
than $100,000 per year. They are also highly 
engaged with the site. They are, of course, 
spending a good deal of time on the site 
(more than free users) and are using it more 
frequently too. 
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Newspaper publishers can learn much 
from the music and movie businesses. 

Keep the faith. People are willing to pay 
for content so long as it’s the right content 
for them. Publishers need to ensure that their 
content remains as relevant to the audience 
and as distinctive as possible.

Keep options open and keep trying 
new things. It has been seen that 
subscription-based payment models and 
meter-based solutions can be made to work. 

Keep innovating. While the hype around 
mobile may still be overstated, it would  
appear to be an area of real potential revenue 
growth. Make payment infrastructures easy. 
Whether this means letting Apple have its 
30% or getting onside with Google’s OnePass, 
it’s vital that paying for content is made as 
easy as possible for consumers. 

There needs to be a reason to pay 
for the content. What Hulu has done well 
with Hulu Plus is to augment its core offer 
for subscribers. Consider exclusive content 
offers (breaking stories via the paid option 
first), offering unique content or high traffic 
content as exclusive to paying subscribers. In 
this way, publishers can get the best of both 
worlds and attain some subscription revenue 
without having to sacrifice the web traffic and 
display advertising revenues.

Before content providers embark on  
strategies to monetise their content online,  
it becomes clear that there is a need for  
all-encompassing audience insight, which takes 
into account the behaviour and attitudes 
of users. When publishers understand their 
audience, they can tailor packages to meet the 
different needs of their priority segments and 
avoid alienating loyal users.

“ �While the hype around mobile may 
be overstated, it would appear to be 
an area of potential revenue growth”


