

[image: Cover]



Native Advertising

Native Advertising examines the emerging practices and norms around native advertising in US and European news organizations. Over the past five years native advertising has rapidly become a significant revenue stream for both digital news “upstarts” and legacy newspapers and magazines.

This book helps scholars and students of journalism and advertising to understand the news industry’s investment in native advertising, and consider the effects this investment might have on how news is produced, consumed, and understood. It is argued that although they have deep roots in earlier forms of advertising, native ads with a political or advocacy bent have the potential to shift the relationship between news outlets and audiences in new ways, particularly in an era when trust in the media has reached a historic low point. Beyond this, such advertisements have the potential to shift how media systems function in relation to state power, by changing the relationship between commercial and non-commercial speech.

Drawing on real-world examples of native ads and including an in-depth case study contributed by Ava Sirrah, Native Advertising provides an important assessment of the potential consequences of native advertising becoming an even more prominent fixture in the 21st-century news feed.
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1
Native advertising saves the newsroom?

How news outlets came to embrace native advertising and how audiences and regulators grapple with its rise

A series in The Atlantic about the revival of Newark, New Jersey. Short web documentaries and long-form articles in The Guardian featuring stories from refugee camps around the world. A round-up piece on emerging threats, including cyber war, chemical and biological weapons, and drones, on the Washington Post website. A gripping multimedia package about fighting an Ebola outbreak in Sierra Leone in Politico. A collection of short pieces on Chinese business and civic life in The Wall Street Journal.1

These five articles – four from legacy media publications and one from a well-established digital news site (Politico) – are well-written, meticulously reported, and timely, and their subject matter is characteristic of public service journalism or international reporting. In terms of tone, prose style, and content, they mesh seamlessly with the other reporting to be found in their respective publications: still, they are … different. Each is set apart from “ordinary” editorial content by distinguishing fonts, layouts, or labeling: for example, the Atlantic piece uses a distinctive sans-serif font and has a banner across the top describing their series as a “Re:Think original,” while the Guardian series is distinguished by the logo of “Guardian Labs.” These labels identify these articles as native advertisements, content created by news organizations that is meant to appear almost, but not exactly, like the news you are reading. No matter how audiences consume news these days, ads like these are everywhere, and it is more likely than not that you have come across a number of them and not realized they were ads at all.

Native advertising is a growth industry, with global returns expected to reach close to 20 billion by 2018 (BI Intelligence 2015; Beer 2017).2 Over the past five years it has quickly become the dominant or entire source of revenue for many of the digital “upstarts” in the news industry, and it is rapidly becoming a substantial portion of the revenue streams for legacy news organizations as well. In order to grow and sustain value from native advertising, news outlets are investing in in-house “brand studios” even as they shrink their editorial divisions; they are also partnering more aggressively with brands and candidates to craft advertisements that resemble, and compete with, their own editorial product. But though the consensus (for the moment, at least) is that over the next few years native advertising will become a more prominent fixture in the 21st century news feed, the consequences of this shift have only begun to be assessed by media scholars.

Building on the work of these scholars – as well as my own research into the history, growth, output, and future plans of media content studios – this book is an overview of the emerging practices and norms around native advertising, with a particular focus on advertisements which attempt to sway the reader’s feelings about social or political issues. My argument here is that, though they have deep roots in earlier forms of advertising, native ads with a political or advocacy bent have the potential to shift the relationship between news outlets and audiences in new ways, particularly in an era when trust in the media has reached a historic low point. Beyond this, such advertisements have the potential to shift how media systems function in relation to state power, by changing the relationship between commercial and non-commercial speech.

This book is divided into five chapters. An introductory chapter provides an overview of the current debates about native advertising and current regulatory efforts around native content. In Chapter 2, I explore how legacy newspapers, legacy news magazines, and online news ventures are developing native advertising programs, describing how many are working directly with companies to develop, author, and distribute content. Chapter 3 looks more closely at a series of native advertisements focused on social issues and political campaigns and considers how these advertisements might speak to audiences and what ethical conflicts might arise as a result. In Chapter 4, Ava Sirrah a former employee of T Brand Studio at The New York Times – a content studio whose work I cite often in this book – provides a Case Study of the industry-side view of the native advertising process. Finally, in Chapter 5, I speculate about the future of native advertising, weighing the implications of either a news industry increasingly penetrated by native advertising or, alternatively, of an advertising industry that no longer relies on the news industry to distribute content.

The goal of this book is to help scholars and students of both journalism and advertising to understand the news industry’s investment in native advertising, and consider the effects this investment might have on how news is produced, consumed, and understood. My principle critical lens is the field of journalism studies, but I use this lens as a means of making an intervention in a conversation that is as much about the form and shape that advertising might take in the future as it is about the future of journalism. In our digitally mediated future, the struggle to find a viable business model for the news industry is inextricable from a robust, pragmatic, and ethically-minded conversation about the effects of new kinds of advertising.

A note on the limitations of this study: I focus here mainly on the emergence of native advertising in North America and Europe, with the lion’s share of my content examples and scholarly context coming from the US. Partly, this is because a good deal of the growth of native in the news industry has been driven by the global expansion of US online and legacy media outlets. As my survey of many of the major players in native advertising attests, US print and legacy outlets in the United States have been setting up content studios at a rapid clip since 2013, and their practices and examples have had a disproportionate influence on the industry.

This does not mean, of course, that there is not strong interest in, and expansion of, native advertising elsewhere. Arguably, the Canadian news publisher The Globe and Mail was the first “national” newspaper to embrace native advertising. The British-based Guardian and the BBC, among many others in the UK, both have large and ambitious content studios. And native studios are also emerging in Spain, Russia, Finland, Ireland, Norway, Latvia, India, and other places, with many shaped by regional media cultures and regulatory regimes. I document the emergence of some of these native studios in Chapter 2, but the complexity of some of those media cultures and regulatory regimes makes the task of a truly global study of native advertising too formidable for any single book. It is also important to state that just as the rise of native advertising is unevenly distributed, its effects are regionally variant in ways that extend beyond my discussion. Despite the forces of globalization, there remains a great deal of variation not only in the amount of news available in different places around the world, but also in the ways in which news functions in relation to the structuring of a democratic society (Aalberg and Curran 2012). What I describe here are potential challenges to a normative model of the media-democracy relationship, not to a given country or situation.

Like many journalism scholars, I was slow to develop an interest in advertising. Though I have always focused on the effect of new technologies on information delivery, I considered the study of the particulars of advertising, beyond the broader concerns of political economy, to be peripheral to the study of the civic function of news media. My feelings began to shift in early 2013, when the Atlantic magazine stirred up controversy by publishing a pro-Scientology “article” that was actually a poorly-labeled native advertisement. The piece, “David Miscavige Leads Scientology to Milestone Year” lauded Miscavige’s work in opening new churches around the world and was timed to coincide with the release of a highly critical book on Scientology by investigative journalist Lawrence Wright (Voorhees 2013). The tone and content of the piece quickly alarmed Atlantic readers, who were doubly flummoxed when they attempted to comment on the article and found their comments would not post: Maria Einstein notes in Black Ops Marketing that the comments were being moderated by the marketing team, who were deleting critical feedback (Einstein 2016). As Matt Carlson has documented in his accounting of the resulting fallout, publishers, advertisers, and media critics alike criticized the Atlantic for their initial attempt at creating a native ad: even the Atlantic quickly criticized itself, pulling the ad and issuing a public apology (Carlson 2015). But though some prominent critics of the Scientology ad insisted that the very idea of native advertising was an assault on news values (Wasserman 2013; Starkman 2013), others were more equivocal. Instead of criticizing the Atlantic for launching a native advertising campaign, they pointed to specific missteps, such as allowing the business side of the publication to moderate the article’s comments section. Their attempt at constructive criticism – which Carlson describes as norm-making – was rooted in economic pragmatism. Even as the Atlantic set about assuring readers that it would reconsider how it handled native advertising campaigns, news publishers around the US and Europe were having discussions about whether their own declining revenues might be offset by starting a native advertising program.

Three years later, as I visited a series of US advertising agencies and news publishers in 2016 and 2017 and began to actively follow brand and content studios, I saw how quickly native advertising had taken over North American newsrooms and changed the conversation at advertising agencies. For agencies, the rise of in-house content studios at newspapers and magazines represented yet another lost source of revenue in an industry already in crisis; unsurprisingly, they were highly critical of what they saw as publishers’ novice efforts to reinvent advertising. At news outlets, native advertising was discussed differently by employees on each side of the business/editorial divide. Those in charge of making the news outlet financially sustainable spoke enthusiastically about creating native campaigns that appealed to a publication’s specific audience and matched the publication’s tone and style. Those in charge of reporting and editing news on the editorial side, however, usually spoke of native advertising as something they knew was happening “over there,” but not something to which they gave a great deal of thought or attention.

This twinned sense of opportunity and threat that characterizes the reception of native advertising in newsrooms reflects its status as a “disruptor” in the news industry, or a technologically driven shift in business practices that displaces conventional market relationships (Christensen 2015). As journalism scholars (e.g., Lewis 2012; Anderson, Bell, and Shirky 2012) have pointed out, the dire financial situation of the news industry has made it ripe for the ideology of disruptive innovation – prompting, for example, the Knight Foundation to embark on a program of funding innovative digital products that rethink how news is produced and delivered (Lewis 2012). However, as Lewis notes, such projects have rarely been aimed at preserving the institutional structures of the legacy press; instead they have sought to challenge or broaden what counts as news media, with the aim of radically changing the news industry in order to save journalism’s core functions.3 Arguably, native advertising does exactly the opposite – native campaigns are usually (though not always) sold to advertisers as a means to capitalize on a publication’s history and prominence, providing advertisements for clients that channel the tone and style of a respected publication in return for a revenue stream that will hopefully help to sustain it. Native advertising is about conservation as much as it is about revolution, about keeping alive a news industry that has run out of other solutions.

So is native advertising disruptive? Yes. It changes the relationship between advertisers and publishers, helping to accelerate the permeability of the wall between advertising and editorial at news outlets. And over time, native advertising has the potential to substantially change the kinds of news that readers see and how they assess what they see, with potentially significant consequences for the democratic function of the press. Thus, although native advertising serves as a temporary (and partial) solution to the crisis in the news industry, it might also – paradoxically – disrupt the core functions of journalism in order to ensure the news industry’s survival. As legendary New York Times media critic David Carr succinctly warned, “publishers looking to save the village commons of journalism through innovation should be careful they don’t set it on fire in the process” (Carr 2013).


Why native advertising?

If native advertising can be seen as the response to a series of crises besetting the news industry, then understanding native advertising begins by mapping the contours of these crises. As Rasmus Kleis Nielsen has noted (2016), the digital transition has engendered both economic and strategic crises in the news industry. Changes in the media ecosystem have decimated the market for print and digital display advertising, resulting in the downsizing or shuttering of news agencies worldwide and desperate attempts to find alternative revenue streams. These changes include, first, the shift from print to digital in legacy newsrooms; second, the rise of the “duopoly” of Facebook and Google and their capture of the digital advertising market; third, the emergence of programmatic advertising; fourth, the rise of brand self-promotion through social media and “influencer” culture; fifth, the rise of ad-blockers and other strategies of advertising avoidance; and sixth, the rise of mobile as a platform for news consumption.


Moving online, losing revenue

The economic crisis brought about by the news outlets’ online transition is a well-covered topic in journalism studies (e.g., Brock 2013; Siles and Boczkowski 2012; McChesney and Pickard 2011), so here I will summarize only briefly. Over the past two decades, as news consumption has shifted online, legacy news outlets have seen print advertising revenue decline quickly and sharply – in the US, for example, over 50 percent between 2003–2013 and 8 percent from 2014–2015 alone (Mitchell 2014). Over time, digital advertising revenue has grown, but the gains have not made up for print revenue losses; at the same time, many news outlets have been slow to establish paywalls and news audiences in many regions have become accustomed to reading the news for free. As media organizations have struggled to recoup their financial losses and develop online business models, they have shed staff while continually changing formats and workflows (Domingo and Paterson 2011; Anderson 2013; Usher 2014). In the US, the news workforce has declined by almost 60 percent since the late 1990s (Pew Research Center 2016); media outlets in other countries have seen a greater or lesser loss in workforce, but most have been affected.4 Given these circumstances, some media scholars have become deeply pessimistic about the future of the industry, particularly in the US (Ryfe 2016). One report by the Tow Center declared “there is no such thing as a news industry anymore” (Anderson, Bell, and Shirky 2012, 1).5




The rise of the duopoly

So where did the advertising revenue go? As news audiences would attest, advertisements in newspapers have actually multiplied as news has moved online; they have also become more obtrusive, with pop-ups and auto-playing ads continually hijacking the news reading experience. But the proliferation of advertising is a symptom of the problem. The price of advertising has plummeted online as other sites and platforms have emerged to compete with news sites for advertising dollars, many of which were quicker to determine how to track audiences and measure the success of ad campaigns (Greenslade 2016). Over time, as the media ecosystem has evolved, advertisers have largely shifted advertising spending to the two companies best at this task of tracking and measuring: namely, Google and Facebook. The catastrophic effects of Google and Facebook on media industry revenue became clear at the end of 2016, when analysts released data showing that the two companies had already absorbed half of the advertising market and were expected to earn 83 percent of each new ad dollar going forward (Kafka and Molla 2017). Looking at the numbers, Poynter columnist Rick Edmonds estimated that Facebook had diverted over $1 billion of advertising revenue from US newspapers in 2016 alone (Edmonds 2016).

The relationship between the news industry and the duopoly is highly complex, at once symbiotic and parasitic. For example, even as they compete with them for advertising, many news outlets – including The New York Times – are now dependent on both Facebook and Google for content distribution, as news consumers have become increasingly accustomed to getting their news from platforms and not individual news sites. This shift began in 2002 with the introduction of Google News, a free, global news aggregator that pulled headlines from thousands of news sites. While Google argued that their aggregator drove traffic to news sites, publishers saw a sharp decrease in home page traffic.6 Over the past decade, as many news consumers have shifted away from aggregators and towards social media platforms, newspapers have struggled with using Facebook as a content distribution platform. Those who have opted for a strong Facebook presence eventually found it to be a Faustian pact: the use of Facebook increased their unique visitors dramatically, but also drove down the costs advertisers were willing to pay for each user, forcing them to stay on Facebook in order to remain financially stable (Madrigal 2017). Though both Facebook and Google have periodically launched efforts to help the news industry, news publishers argue that the duopoly has “failed to come to grips with the major collateral damage they have done” and the “media bloodbath” that has resulted. (Doctor 2017; Funke 2017)




Programmatic advertising

The New York Times’ reliance on DoubleClick as a means of delivering advertising is an example of the ubiquity of programmatic advertising, or the use of advertising technology to algorithmically match advertisements with audiences. The automation of advertising sales over the past decade has made it easier and less expensive for advertisers to reach audiences, and ad-tech companies (including DoubleClick) currently process the sale of almost 70 percent of all digital ads (Urbanski 2016). But programmatic advertising is also often a “race to the bottom,” with advertisers trying to negotiate for the cheapest possible advertising space; it has also trained advertisers to buy advertising targeted at an audience rather than tied to a particular publication, resulting in advertising that often appears out of sync with the editorial content surrounding it (Battelle 2014). Recently, programmatic advertising has also created reputational challenges for both news publishers and advertisers. Advertisers using some of the larger programmatic exchanges began to realize that these algorithms gave them little control over the websites that displayed their advertising or the content displayed alongside them, resulting in possibly damaging juxtapositions (Manjoo 2017). At the same time, news publishers have also become concerned that poor-quality advertising might distract readers or damage the reputation of their sites. There have been attempts within the industry to address this issue: in 2015, for example, a group of news producers including The Guardian, Reuters, CNN and others banded together to form their own programmatic network, and some programmatic ad agencies have formed “whitelists” that attempt to weed out more questionable publications. But many publishers and advertisers remain skeptical about whether programmatic advertising is the best solution for publications and brands careful about their reputations.




Brand communication

As audiences began to spend more and more time on social platforms, advertisers such as Lexus, John Lewis, and JetBlue have also begun to complement display advertising with direct communication to their intended audiences via social media. Brand communication on social media platforms, like native advertising, is a relatively new advertising form with an evolving set of ethical and regulatory norms. But as any advertising agency will attest, it is has become an essential form of corporate promotion, and companies now divert money away from traditional advertising buys into social media campaigns that combine both “earned” publicity, such as viral campaigns, and “paid” publicity, such as mentions by celebrities and other paid influencers. As former Forbes writer and Los Angeles Times editor Lewis Dvorkin explains (2012), companies see this as a way of “brands disintermediating news professionals by writing and distributing thought leadership content,” engaging directly with the public instead of through the filter of the press. This also means, however, that the press is sidelined in the process of communication, reducing both its share of advertising revenue and its perceived importance as conduit of communication to the public.




Ad blocking

One of the reasons that direct brand communication has become so popular is that online display advertising, regardless of the platform, has become increasingly unpopular with younger consumers. Though concern about advertising clutter and the resulting tendency for media audience to disengage with advertising has been around since the 1970s, internet advertising has provoked a significant uptick in advertising avoidance (Rejón-Guardia and Martínez-López 2014), with digital ad clickthrough rates hovering around 0.05 percent (Chaffey 2017). Now, according to data from the Reuters Digital News Report (Reuters Institute 2017), presently 24 percent of all desktop users and 7 percent of mobile users deploy ad blockers that allow users to access content without also seeing banner advertising. In response, some news outlets have retaliated by refusing access unless ad blocking is disabled (Cookson 2016), but the trend has nonetheless made banner advertising less attractive as a means of getting consumer attention.




Mobile news consumption

One of the most recent shifts in news consumption has been to forgo desktop browsing entirely. News consumers have increasingly switched to using mobile internet and news apps as a way of consuming news – in some countries, mobile use has even outpaced desktop use (Reuters Institute 2017). Given the drastically reduced real estate on smartphones, publishers and advertisers have had to rethink the display ad, and native advertising has been promoted as good alternative. As Ponkivar (20154) explains, “Simply put, advertisers are quickly shifting their focus from traditional online advertisements, such as banner and pop-up, to native advertisements because sponsored or in-feed content plays better on mobile devices than display advertising” (1191).






Native advertising to the rescue?

This brief summary of the news industry’s formidable challenges should help explain why publishers have been searching for alternatives to digital display advertising. Due to the way it is targeted, sold, and formatted digital display advertising has become a broken revenue model, or, as the New York Times publisher said in 2017, a “nightmarish joke” (Morrissey 2017). To its proponents, native advertising promises a fix for much of what is broken: it is sold directly by media outlets to advertisers, allows brands to communicate in novel ways, evades ad blocking (Hajszan 2016), and displays well on the mobile web. Moreover, it is marketed as a premium product, and the prices commanded by good native campaigns suggest that advertising – whether print or digital – might once again be a viable source of revenue for news outlets.

But what exactly is native advertising? Ponkivar’s equation of native advertising with “sponsored or in-feed content” aligns with the broad definition of the term embraced by the Internet Advertising Bureau, an international organization that coordinates the self-regulatory efforts of digital advertisers. The IAB describes native advertisements as “paid ads that are so cohesive with the page content, assimilated into the design, and consistent with the platform that the viewer simply feels that they belong.” According to the IAB, this can include advertisements placed within the news feed, paid search results, and “promoted content” widgets serving content from programmatic servers.7 In other words, as long as an ad is not a banner ad or popup, it is “native,” even if it is unrelated content placed automatically on the page by recommendation engines like Taboola or Outbrain – and even if it contains little or no content at all, but merely “fits” the look and feel of a web page.

As Conill (2016) explains, the IAB’s inclusion of programmatic content in the definition of native advertising stems from the origins of the term: the concept of native advertising has been developed not by news publishers themselves, but by the marketing and advertising agencies that they have begun to compete with. According to Conill:



Native advertising is not a term with an established definition … most of its interpretations come from consultant and advertising agencies that aim to demarcate it as a monetizing strategy, a marketable product, or as revenue model for the publishing business. The agency Sharethrough defines native advertising as “a form of paid media where the ad experience follows the natural form and function of the user experience in which it is placed” (Sharethrough, n.d.). Outbrain, another online advertiser, defines native advertising in a native ad placed in the Guardian as a “sub-set of the catch-all content marketing, meaning the practice of using content to build trust and engagement with would-be customers”

(Hallet n.d., in Conill 2016, 905)




These definitional variations reflect, in part, a larger definitional crisis in advertising itself. In recent years, rapid technological shifts have redefined relationships between advertisers, clients, and publishers so quickly that some have suggested that the idea of advertising itself needed to be rethought (Dahlen and Rosengren 2016). The slippery definitions also reflect the competing aims and turf claims of the various stakeholders in the industry: advertising agencies who want to retain a share of the native advertising business; publishing companies who increasingly act like advertising agencies; and advertisers who see continuity between content placed in editorial outlets and content placed on social media or proprietary sites. The end result has been confusion even within the industry itself, and repeated calls for clarified language.

However, though some parts of the advertising industry may benefit from blurry definitions around native advertising, content studios at news outlets largely market native advertising as an alternative to – and the antithesis of – programmatic content: rather than platform-agnostic advertising units created to serve multiple publications, native ads are created to seem like editorial output from one publication in particular, using that publication’s tone and style to convince the audience that the sponsor’s message is credible. Indeed, native advertising’s recent success can be attributed, in part, to the reputational challenges faced in the programmatic advertising industry and advertiser’s current wariness about placing ads in open networks (Gallagher 2017). Given this, it is not surprising that publishers and media scholars gravitate towards a narrower definition of the term, one that focuses more closely on the relationship between publisher and advertiser or the nature of the content.8 For example, Sweetser (2016) states that: “native advertising describes a relationship between an advertiser and publisher wherein the advertiser (or third-party agency) borrows from the credibility of a publisher by paying to distribute content on the publisher’s platform that resembles the publisher’s own content in format and substance.” Bell (2014) suggests that native advertising allows “brands a little closer to [a news outlet’s] cool core.” And Benton explains that:



Native advertising … is seen as a place where publishers can still have something to offer. For Dell, attaching its name and content to The New York Times is something that’s hard for a social network to match. For GE, sponsored content on sites like Quartz and The Economist attaches a vague innovation-friendly feeling to its brand. For the National Retail Federation, which has bought space for what sort of looks like an op-ed on Politico, native gives direct entrée to an audience of Hill staffers and political movers.

(2014)



 Still, if news outlets – for the most part – share a common desire to exclude programmatic advertising from their definition of native advertising, they are hardly united in how they label native advertisements, often coming up with their own typologies to distinguish between different forms of content that might be “branded,” “sponsored,” “promoted,” “paid,” or “underwritten.
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