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By Stewart Huntington, CEO
iNK Barrel Video Networks

The newspaper industry faces daunting challengdseiinternet
age. A steady two-decade slip in circulation casdade2009
when newspaper sales dropped 10.6 perdem 2008 levels to
the lowest levels since the 40s when the U.S. @tijoul was less
than half of what it is today. Total newspaper advertising plunged
16 percent in 2008 and almost 30 percent in 2008.need Oa
new business model,O said Mark Adkins, presidethefSan
Francisco Chronicle O

Traditional online advertising has yet to prove substantial enough
to replace the revenue needed to keep newspapsitaiple and
many have turned to video as a possible piecenohaing strat-

egy. Web video is growing explosively and video adsey is
growing with it. Cisco Systems projects that 5@ceet of all
online traffic will be video by 2012 and video ad spending
jected to reach $2 billion in the U.S. in 2010 &&billion by
2014

Some 87 percent of newspapers offer video on thelr sitesas
they try to forge a winning strategy. The primargude has been
on news and feature video-on-demand clips thatrgépenirror
the fare long served up in print. Papers have Haaldtime ade-
guately monetizing these efforts and some havenelred.

But retreat is not the answer.The newspaper industry needs a
fresh look at its video focus.

The online video landscape is changing rapidly.d-torm tele-
vision, sports and movie programming are incredgidglivered
over the Internet, bypassing traditional over-threaad cable dis-
tribution systems. Televisions are now web compatdnd the
distinctions between computers, televisions andilmalevices is
rapidly blurring.

'Source: Audit Bureau of Circulation

2Source: National Newspaper Association

3New York Times OU.S. Newspaper Circulation Falls 10%0 October 22009
“Nate Elliott, principal analyst at Forrester Research

5Source: National Newspaper Association
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Furthermore, consumer habits are changing in thid énviron-
ment, both reacting to and driving this transforiorat Large
media and retail companies are jockeying for ach@gmtas they
try to discern or create a profitable way forward:

Google is reportedly testing a
search service with Dish Network that theall
Street Journatalled Othe latest development
in a fast-moving race to combine Internet con-
tent with conventional TV.O

Microsoft, Amazon, Netflix
and Blockbuster all offer online movie stores
for Internet-connected HDTVs and other
devices.

FOX, Disney and NBC Universal are
investors in Hulu, the web's leading free-video
site.

In a high profile endorsement
of the future of Internet video delivery, Wal-
Mart announced in February that it would
acquire Vudu, a Silicon Valley startup whose
online movie service is being built into an
increasing number of televisions and Blu-ray
players.

Opportunity for newspapers

But it's not only large companies that can takeaathge of this
dynamic moment. The historically low cost of entrio both the
video production and distribution businesses ogieasioor for
local broadcasters B what we call microbroadca&ets grab
market share.

SWall Street Journal OGoogle Testing TV-Search Service,O March 9, 2010
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And the entities most powerfully positioned to seilze initiative
in this new space b and with it the lion's porbbman emerging
local broadcasting businesN@wspapers

Bent but not bowed

Widely derided as lumbering dinosaurs, newspapéregerate
the most heavily trafficked local web sites in tbeuntry.
Newspaper sites have had more than 72 million @nigsitors a
month this year, compared with 60 million in 200ihey have
unrivaled community goodwill and marketing reachey also
command the largest aggregate sales force in thedJgtates. If
they can identify and produce a compelling enougharid large
enough N lineup of local programming to twin witheise assets,
newspapers will cast a formidable shadow over amgender for
microbroadcasting dominance.

We are not suggesting that newspapers re-invenigéles as
professional moviemakers but, rather, explore a#iBves to
their short-form and news-centric video efforts.wdpapers
should look to live web broadcasting as a new sofcontent.

A case study

Any event b public meetings, parades, politicabtleH can be
broadcast inexpensively over the Internet todaypiactice,
though, there are not enough such broadcast oppibesiupon
which to build a consistent viewership and therefartbusiness.
Furthermore, such broadcasts often fail to atsafftcient adver-
tising or subscription revenue to offset the rea apportunity
costs associated with producing them.

But there is a wealth of potential broadcast canéenailable in
every market that has shown revenue-producing m@ntiigh
school sports. Some newspapers have been puti@gémes
online for a few years and are making money oretihesadcasts.
In Mitchell, S.D., a town of only 15,000 peopleetBaily
Republichas been broadcasting local high school baskedhbdll

’Source: Nielsen Online for the Newspaper Association of America
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football games for three years. It also broadogaises from the
local college.

The paper sells season-long sponsorships and ragkes $600
per game. Expenses? The paper pays a staffentdaié games
and it incurs hosting and transfer fees for thewoidata flow. The
broadcasts are a clear winner for the small comtymewspaper.
This success can be replicated in markets all achescountry B
and indeed has been. Other regional papers addftetell's

blueprint and are profitably broadcasting prep football and basket-

ball games. The model is strong and ripe for widigpéion across
the country.

But the opportunity is perishable.

Defend long-held territory

In the U.S., startup companies are talking to tsghools about
live broadcasting and moving in on traditional npayser turf.
One company in the southeast already broadcastsahds of
high school and college games a year from arouacttiuntry.
High schools themselves P such as St. Ignatiuseve@and and
St. Mark's School in Southborough, Mass. B arenbéetg to put
live games on their own sites.

We have not seen a lot of local sports web brodishgasmomen-
tum from television and radio stations but we exgecsee it
soon. Television stations are caught in a bind betwdefending
their faltering legacy business model and embraaingw com-
peting medium. At some point the balance will tigldhe stations
will bring their skills and assets to bear onlifadio stations
have a clear opportunity to move into sports miopadcasting.
They already cover the games and have the markedsaurces
to promote new initiatives. They also struggleitmlfcontent for

their web sites. We recognize the latent power of radio stations as

microbroadcasters.

There is also a threat from above. Espn360.comfasraidable
site that specializes in live sports broadcastikigeady swim-
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ming in top-of-market content like NBA and NCAA gamése
sports leader is expanding. It is only a mattetiroké before the
sports broadcasting giant eyes high school andlsmzdllege
games as growth opportunities. Regional cable igt@v sports
networks are expanding online, also. Wazoo Spartsentucky
sports production company, announced in Q4 2008\a24#-hour
cable network that will put live high school ganwstelevision
and on its web site.

Local sports coverage is arguably the bread antebof the
newspaper industry. Newspapers can't allow startigpobroad-
casters or other traditional media companies toncfaimacy in
the space.

No time for timidity

To keep these competitors, large and small, at tewspapers
need to act swiftly to sew up the rights and peigéds for games
in their markets and build consumer and advertisdits around
broadcasts on newspaper sites. Concurrently, thest move to
defend against well-capitalized poachers thatindVitably try to
lure games, viewers and advertisers away.

The newspaper industry must deliver the largesiesuae it can
for the games it produces and it must be as ecaadiynstable as
possible so that any potential competitor wouldefaastainable
opposition.

For this, newspapers must understand and embrazedlue of
a network.

The power of networks

A look at the history of previous disruptive electio media B
radio, broadcast television, cable television Bvshibat success-
ful businesses in each new medium grew out of nédsvd@ here

isn't a freestanding over-the-air television statiio the country

and there hasn't been one since the industry\s @ayk. The radio
waves are dominated by a handful of powerful netw@nd even
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the smallest local stations rely in part on synigideb network
programs. No cable operator offers its viewerggyriin-house
produced fare, and never has.

We view online video as a new medium unto itseibban exten-
sion of the traditional web paradigm. As soon adake this view
b that web video is actually its own disruptive keaforce b we
see parallels with the business development @iéstronic fore-
bears. There is logic, there is strength and tlaeeeeconomic
advantages to being part of a network.

The aforementioneMitchell Daily Republic'sexperience illus-
trates this empirically.

The paper capitalized on the promise of live sp@tg the limit-

ed number of games available for broadcast in &sket put a cap

on how big the business could grow. It needed ncorgent to
expand.

In late 2009 the paper transformed its sportscast-
ing effort from a viable sideline to a real prof-
it center when it joined a live sports network
formed by newspapers in the state.

The Mitchell paper contributed its
games to the network, feeding each
broadcast to a central database that was

accessible on the web sites of the
other network papers. In return tBaily
Republicreceived access to the live game feeds
produced by the other network affiliates. The
Republi¢s schedule of live girls' and boys' basket-
ball games jumped from about 40 in 2009 to mora th30 in
2010. (That number is scheduled to spike much higkgt sea-
son as the advantages of getting into live broaohgaand being
part of the statewide network prompted a wave béopapers to
join in Q1 2010.)
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Benefits of the network

Local sports draw viewers to a newspaper's sitedEadvertisers
to its product. By joining a network of other papatso shooting
games, the paper can offer enough programmingep kie vis-
itors staying longer and coming back B the impofiestt steps
toward creating new consumer habits. A network brings:

MORE CONTENT. Newspaper site visitors
can watch multiple games on a given night
from around the state, region or country.

AWAY GAMES. Hometown fans can watch
their team's away games when the games are
played in another network affiliate's city.
Affiliate executives report that the away games
routinely drew the largest audiences to their
sites.

MORE AD SALES. The papers sell local ads
against the network content. This is particular-
ly attractive to affiliates as they incur no
expenses on games produced by other network
members.

MARKETPLACE MUSCLE. Some schools,
leagues and conferences are moving to control
access to games. With the heft of a network
newspapers are better prepared to combat rul-
ings or practices that thwart industry interests.

The combined footprint and aggregate audi-
ence better positions the papers to compete for
rights to championship games that are already
held by television stations in many states.
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Time is of the essence

Publishers and group executives must commit to ngpsiviftly
and decisively to control the new microbroadcastmgdium
before the landscape becomes competitive and ngespénd
themselves playing catch upapers must be first movers in their
home markets in order to give second thoughts teepdial local
competitors.

Publishers must also work to protect their intesesgainst
encroachment from national or regional competitdosdo that,
thenewspapers must be part of a national network tieahtrols
a substantial piece of the sports broadcasting nmetrk

Acting aggressively in this arena is imperativee finospect of a
band of startups creating a viable network mighiobe but tele-

vision stations, radio stations or a regional aramal force like

Wazoo or ESPN would have additional resourcesawam and

could become a fly in the ointment.

How to get started

DONOT REINVENT THE WHEEL Gain
access to publishers who have been broadcast-
ing games for advice and information.

TALK TO THE SCHOOLS. Nobody has
deeper, more trusting relationships with
schools than newspapers. They are best posi-
tioned to initiate conversations about micro-
broadcasting .

Every school and school district is different.
Some are enthusiastic, some hesitant. Talk to
experienced publishers and arm yourself with
answers to common queries.
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IS THE VENUE WIRED? Many sports ven-
ues are already wired with high-speed Internet
lines or WiFi. Can you use the school's con-
nection? Do you have to wire the venue your-
self?

CHOOSE EQUIPMENT. At minimum you
will need a camera, a laptop, and a tripod.
Depending on what you choose to do with the
audio, you may need microphones as well.

CHOOSE A VIDEO PLAYER. It has to
handle the live stream and, preferably, also
manage the VOD.

CHOOSE A PROPER AD CMS. Papers
need maximum ad formats and delivery flexi-
bility to give the sales force the best chances
for success.

DONOT GO IT ALONE. Secure access to the
largest sports network.

A turnkey solution

INK Barrel Video Networks has developed a ready-enaports
broadcasting solution for newspaper publishers. ddrapany's
customizable white label video player embeds omapeps site
and connects it with the iNK Barrel Sports NetwofFke custom
content, ad and database management functions theadetailed
traffic analytics B give the paper all the tools gdwexcept its
own camera, tripod, computer and high-speed cororecthe
company's core technology is open source so papinsthe
resources can add further custom features. iNKeB@sr growing
list of affiliate publishers are a great resource for answering ques-
tions and relaying best practices.
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The company was formed in 2007 by newspaper puksand
the INK Barrel system is built with publishers' deein mind.
Affiliates control ad inventory for use strictly in their markets and
share in network-wide advertising revenue.

Importantly, iINK Barrel operates no destination site. Thg oy
viewers can get into the network content is throagtewspaper
site. The network only succeeds if the affiliatedvspapers suc-
ceed.

The iNK Barrel Sports Network is an online videndwa -
tion developedy newspaper publishef®r newspaper
publishers.

For more information on iNK Barrel Video
Networks and how it can help you grow your
business and compete in the fluid online
video environment, please contact:

Ross Ulrich
Vice President, Sales
iINK Barrel Video Networks
+1 605.645.1852
rulrich@inkbarrelvideo.com

Or visit us online at:
inkbarrelvideo.com
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