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1. Introduction

1.1 Good morning Mr Chairman, honourable members, ladies and gentlemen. My name is Paul Jenkins. I am the non-executive chairperson of Caxton and CTP Publishers and Printers Limited. 
1.2 Owing to the uncertainty regarding this date, I only expected to be back here next year. This would have given more time for a more flashy and impressive presentation. Today, however, this is a no-frills presentation- it is actually more of an address than a presentation, and of course, there is an opportunity for questions. I hand out Caxton’s Integrated Report for 2011, which is also available on our website, www.caxton.co.za. I will make the notes of my address available to the committee by way of email, as well.
1.3 The anticipated outcomes of the September Indaba on media diversity and transformation were expressed as “a strategic review on developments in this regard since 1994, assessing success stories, evaluating challenges inhibiting change in the public interest, develop ideas to enhance transformation and media diversity”. The presentations were wide-ranging and thought provoking. They certainly covered many aspects of the industry.
1.4 Each presentation was given the same terms of reference, namely “changes since 1994, ownership structure, control structure, management structure, language of the media, readership/ listenership figures, capacity building strategies and programmes/ skills development, employment equity, approach to gender challenges in the media, identifying barriers to entry and proposals for enhancing media diversity (ownership, control, content etc), proposals for enhancing media transformation, views on the ICT Charter and the proposed discussion on the Media Charter (for print media) versus general compliance with the BBBEE Code of Good Practices”. 
1.5 The PMSA addressed some of the above issues on behalf of its members in a presentation entitled “Diversity and Transformation of the Print Media”. It was then suggested that further presentations will be required from the so-called big four in the print media, namely Naspers/Media24, Avusa, Independent Newspapers and Caxton. Talking of the big four, the honourable member Mr van den Bergh said we should leave out the rhino because it has its own problems. That leaves the elephant, the lion, the leopard and the buffalo. If we progress with our analogy of the big four, then it is clear that each of these groups is very diverse from the other. Caxton with its herd of some 160 local or community newspapers is probably most like a buffalo. I am open to other suggestions.

1.6 We are here today to individually augment that presentation by reflecting on the “state of transformation and ownership by Media Houses.” I will touch on the issues I have just mentioned again today, from a narrower Caxton perspective. In order to do justice to the terms of reference, and to reflect on what has happened since 1994, it is necessary to go back a little further, for some context.
1.7 In the mid 1980’s, newspapers were under attack by the apartheid government, by way of emergency regulations when we saw newspapers banned and seized, journalists imprisoned. Lawyers literally re-wrote newspapers on a daily basis with the senior editors and journalists to circumvent the draconian laws of the day. In those days, we had the English press, the Afrikaans press and the emerging struggle press. 

1.8 In August 1986, the English press launched its most comprehensive attack on the state of emergency regulations. According to these regulations, it was illegal to publish or even possess a subversive statement that was intended or likely to have one of about a dozen listed effects. An officer of the police could seize any edition of a newspaper for publishing a subversive statement and that did indeed happen, for example, when the Star ran an advertisement for the Release the Children campaign. The New Nation was always in trouble, as was the Vrye Weekblad. We have indeed come a long way. 
1.9 We are 27 years on from those dark days of the first state of emergency incorporating draconian press curbs, we have a new constitution and our society is open, if not entirely free. Our new democracy is 17 years old. It is absolutely not possible to draw parallels between today and the past. Yet, Mr Chairman, here we are, still debating media curbs like the Protection of Information Bill and the Media Appeals Tribunal. 
1.10 It is unavoidable that there will be a tension between those that govern, and those that report on those that govern. A cornerstone of democracy is the right of the people to freely express themselves, and the right of others to fully disagree. We should all however agree that the right to speak our minds is sacrosanct. Inevitably, this is a very nuanced debate. As a media owner, we oppose any efforts by government to curtail what we report, whilst we accept that our freedom to report brings with it the responsibility and duty to report accurately and fairly.
1.11 The presentations at the Indaba held in September 2011, and today are not ostensibly concerned with the curtailment of freedom of expression, but rather with the issues of diversity, ownership and transformation of the printed media. Unfortunately, however, the spectre of the media freedom debate is never far away. It is a brooding presence in this room, and it infects our current debate with suspicions of ulterior motives, on all sides. 
1.12 The media freedom issue cannot simply be ignored, if we are to have a meaningful debate about diversity of ownership and voice. It would be much more helpful if the current debate on media freedom had been finally resolved and concluded in favour of civil society’s right to know. We could then focus on finding solutions to the diversity and ownership issues, without looking over our shoulders, and without the concern of regressing to the old type media restrictions from which we have only too recently escaped.
2. The Context and Background of the Debate on Diversity and Ownership
2.1 Caxton accepts that an adjunct to media freedom, and a vibrant and healthy democracy, is a host of different voices, all expressing differing views. Unfortunately, this is an extremely complex matter, all on its own, and doubly so in our society with its own unique history and transformational issues. What is clear is that upholding and reflecting the diversity of our society, by giving all homogenous groupings their own voice is not the responsibility of the printed media alone. This lies with the whole of society. Just as it is unhelpful to put the responsibility for fixing education on the shoulders of the teachers or for fixing healthcare on the shoulders of the doctors, it is equally unhelpful to hold the printed media responsible for the fact that people don’t have more newspapers to choose from. Nor could we expect the major retail chains to fund the establishment of mom and pop corner cafes to trade as their competition, just so people can have differing choices of the goods they buy. 
2.2 If we are to reach meaningful outcomes, then we will firstly have to reconcile idealism and rhetoric with commercial reality. Secondly, we need to appreciate how the technological transformation of our society has changed the markets of yesteryear that were well served by the print media only.  Then we will have to factor in that we operate in a developmental state, suffering from a crisis in education, low literacy rates, one of the highest levels of inequality of wealth distribution in the world –measured by the Gini co-efficient- and high unemployment.
2.3 Lastly, some weight must be accorded to the fact that we operate in the context of a global economy, which is in significant crisis. The recent analysis of competition in the general publishing industry suggests that competitive pressure is building as publishing companies around the world battle for market share. It is said that competition is so fierce that more than 30% of the top 400 companies will struggle to survive the next 12 months.  
2.4 It is a matter of enlightened self-interest that the commercial press media houses engage with you in the media diversity and ownership debate, in the search of answers, or at least in looking for tangible steps we can take. However, the debate also has to be informed by the state of the entire media landscape, and a focus on diversity in print media alone is unhelpful. TV, radio, and the internet are other major parts of the mix. 
2.5 Simply put, one of the most dominant voices in this country is the SABC. It represents a mandate and position that extends far beyond the realm of public broadcasting. This is a separate topic. However, it is inarguable that the privately owned media all compete with the SABC for audience and advertising. It is also inarguable that the SABC provides a voice to many smaller groupings that would be commercially unsustainable. 
2.6 The balance of the television landscape is highly concentrated, with Multichoice dominating the pay-tv space. The press must compete against Multichoice as well.  Radio has shown phenomenal growth and its ownership diversity is well advanced. In the competition for audiences and advertisers, these media sectors show year on year growth, against general declines in press audiences and advertising. 
2.7 On the issue of ownership and control of the electronic media, I note that ICASA is only now getting around to promulgating changes to the law that will allow it to effectively deal with diversity of ownership and control. Again, the printed media has to compete with all these voices, where there is a high concentration of ownership and control, and where regulation has been anything but satisfactory in the past. The regulator has been weak and the electronic media playing fields are anything but level. Driving diversity of ownership in the press and leaving television alone is like leaving the schoolyard bully alone, whilst discriminating against his victim for being weak. In the near future, we will welcome Digital Terrestrial Television. This will presumably open up the markets, but it will further fragment the media market, and provide yet more competition to the printed media sector.  
2.8 When measured against each other in the print media space, each of the big four is highly competitive, as are the numerous smaller players in the market. Each of the players is in the business of publishing printed media content, which is distributed to readers through a variety of channels. The readers either pay for the publications or they receive them for free. This, in competition law terms, is the downstream market for readers. 
2.9 There is an equally important upstream market, namely the market for advertisers, who want to expose their products for sale, to readers of publications. In the most simplistic form, what the printed media is seeking to do is to attract readers with interesting content, and to expose those readers to the products of advertisers. In other words, the printed media is trying to supply eyeballs to advertisers. Unless this commercial imperative is understood and appreciated, our debate will not take us very far. 
2.10 We are all competing in the media market for advertisers and for audiences. Furthermore, we are not just competing amongst ourselves. As I have already said, we are also competing with all other forms of media, be it television, radio, outdoor, and the internet. Advertisers’ resources are limited and they want to reach the biggest possible target market most efficiently. Audiences’ time is limited, and mostly, they want to filter out advertising to focus on the content that interests them.
2.11 Another fundamental concept that needs to be appreciated is that hard news, as a form of content, is one of the most ephemeral products in the totality of all markets. News does not have a good shelf life. It does not last. There is no market for yesterday’s news. If your paper is late, then it will not be read. After a few hours, you can generally use it for cat litter. 
2.12 The internet has introduced us to the concept of being instantly in touch, and ever increasingly, when you get your newspaper, the news is already out of date. The internet is not limited geographically, it is inherently incapable of regulation, it puts the power in the consumers hands, it dis-intermediates the intermediaries, and it is generally for free. It is an issue that all commercial entities are struggling to get to grips with and have thus far met with limited success. However, the internet gives every citizen a voice, it gives every grouping a voice, and it is virtually free. If we seek diversity of voice, then the simple solution is to accelerate the roll-out of broadband. 
2.13 Taking all of the above into account, the printed media is a very small part of the overall picture of transformation of the media, and a very insignificant part of the total voice of our society. It is possibly the most vulnerable, as it is constrained by a physical format and by the economics of production and distribution. It is a complex sector because it relies on audiences who exercise free choice in consuming it and advertisers who exercise free choice in supporting it. It moreover requires no scarce resources such as spectrum, to operate. Every newspapers and every magazine is in some way, the exercise of the right of freedom of expression.  

2.14 I seems that when seen in a global context, the free market is the best regulator of the printed media sector, with obvious restrictions and limitations on concentration of power, anti-competitive practices, and the limitations of freedom of speech in the public interest. To the extent that diversity is an outcome imposed by state intervention, this is fraught with difficulties, both commercially and constitutionally. 
3. Caxton

3.1 Caxton is not a large media player. It owns one national daily, The Citizen. It owns or represents or has interests in around 150 local or regional community newspapers in South Africa, which are either sold or delivered free. It owns a stable of 13 magazines. It employs 5 500 people countrywide. The majority of its business is involved in printing, packaging and stationery. It had an annual turnover in 2010/2011 of just under R5 billion. Less than half this amount was attributable to newspaper and magazine publishing of its own titles.
3.2 Caxton is listed on the JSE. It is still a relative newcomer in the room. Some of my colleagues here today represent newspapers that have been around for nearly 100 years. Caxton has operated its current business since the early 1980’s. Caxton has a market capitalisation of around R7 billion. It is controlled by the Moolman Coburn partnership. Mr Moolman remains its CEO and has held this position for more than 30 years. 

3.3 Caxton has been a responsible corporate citizen for many years. It was admitted the JSE’s Socially Responsible Investment Index last year, after 2 years of rigorous assessment and improvement. It was the first media company to achieve this milestone. Earlier this year, Caxton’s shares fell off the ALSI 100 as there was insufficient free float, for the reasons I will elaborate on shortly. This technicality resulted in it being unable to continue on the SRI. Nevertheless, corporate governance, sustainability reporting, and adherence to the triple bottom line in measuring our success have become important in our organisational culture.

3.4 We are an organisation that is committed to improving our BEE status and ranking. We are currently certified as a level 5 contributor with a score of 62.23%. This is up from 56% in 2009 and 60% in 2010. We are recognised as a value-added vendor and have a 100% procurement recognition status. We regard all elements of the DTI BBBEE scorecard as being of fundamental importance and are paying significant attention to all elements 1) management and control- 8.75%; 2) employment equity- 6.66%; 3) skills development- 9.92%; 4) preferential procurement- 16.9%; 5) enterprise development- 15%; and 6) socio-economic development- 5%. This is clearly a journey and process and we will strive to achieve a higher level in the coming year. In the last year we spent R49 m on training and skills development, 70% on black employees. 
3.5 Our 2011 Integrated Annual Report was only posted to shareholders last week. This has been distributed to the Committee. Our sustainability report sets out in more detail, the matters I have referred to above.

4. Ownership of the media

4.1 One aspect requires special mention in relation to Caxton’s BEE scorecard, namely ownership. This brings us to the heart of the debate today. Caxton’s rating as a level 5 contributor is achieved after scoring zero for ownership. This has a long and involved historical background, which I will try to condense. If recognition were to be given for prior black ownership of Caxton, then Caxton would easily achieve a level 4 contributor status.
4.2 The Argus group, the original owner of the Argus newspaper stable, became a major investor in Caxton in the early 1980’s. It held a non-controlling direct and indirect interest in Caxton of around 35%. 
4.3 In the mid 1980’s, the major newspaper groups experienced a curtailment of advertising revenues, due to the growth of SABC television. In about 1985, the then government was persuaded by Naspers, Perskor, Argus, Times Media, Daily Dispatch and Natal Witness to give them a pay television licence, to compensate them for declining revenues. This was acceded to and M-Net, and thereafter Multichoice was born. Currently, Naspers controls both entities, having bought the other press groups out over time. 
4.4 In so doing, Naspers has grown into a multinational media player operating in multiple foreign jurisdictions. Its shares are listed in London and South Africa and it has a market capitalisation of around R160 billion. As can be expected of a global player of this size, the majority of its shares, from an economic perspective, are foreign owned, although its high voting “A” shares confer voting control on a handful of its senior executives and board. This is an example of a diverse ownership and control structure within one entity- as may be expected of a global media player. 
4.5 In around 1994 Anglo American decided to dispose of its Argus Newspapers division. It was the specific request of the new ANC government and Thabo Mbeki, that this stable of newspapers be sold to a foreign owner, namely Independent News & Media plc of Ireland. This deal was consummated despite the availability of willing buyers in South Africa. Presumably, the strategy was to ensure that a sector of our print media was placed in hands that would not be susceptible to the influences that South African resident owners would be subjected to. Thus foreign ownership represents another leg of the diverse media ownership stool.  
4.6 In 1996, the Argus Group which by then had become known as Omni Media was the subject of the largest and most historic BEE deal in SA, when the NEC, comprising equal black business and labour components, and led by Cyril Ramaphosa, acquired a controlling stake of Johnnic and Omni/Johncom from Anglo American. Caxton embraced this change of shareholding, and invited representatives of the NEC/ Johnnic management onto its board. Thus a major portion of Caxton, and what is today Avusa, became black owned. 
4.7 If we were to have had this ownership debate ten years ago, then we would likely all have reflected on the great strides being made in BEE ownership of the media. Regrettably, this position was not sustained, due largely to uncontrollable market forces. However, it has to be recognised that the media ownership picture is not simply a snapshot taken today. It must be evaluated over a period of time. It is sad that the decline of global markets have seen a regression of BEE media ownership and control, but the commitment to transformation of our society by media owners cannot be doubted.
4.8 In 2003, the NEC investment was broken up, and Argus/Omni/Johncom and its underlying businesses and associates came under control of the fund managers, notably Allen Gray and Coronation. At that time Johncom was a dynamic growing integrated media, entertainment company. It held a 38% stake in M-Net, its 35% shareholding in Caxton and of course, its own assets. At the insistence of the asset managers, this media and entertainment powerhouse was broken up into three, with the M-Net stake being sold back to Naspers, and with a new listed company, Avusa, being spun off to hold the direct operating assets of the old group. 
4.9 Caxton’s 35% shareholding was left behind in Johncom, which then changed its name to ElementOne. This shareholding has been sterilised in this position for the last 4 years, whilst the asset managers who control ElementOne try to break up the current control structure of Caxton to extract more value. Litigation in this regard has been on-going for three years.
4.10 Caxton expects the litigation to be resolved in its and Mr Moolman’s favour in due course. Thereafter, there is every likelihood that a new buyer for this important stake in Caxton will be found, that will more appropriately represent the diverse media ownership that we would all wish to see.
4.11 Avusa, which was created and separately listed in 2008, was owned mainly by fund managers Allen Gray and Coronation. Allen Gray managed to exit its shareholding to Mvelaphanda, which paid a large premium price, before the markets corrected. In recent times, Mvelaphanda and other management shareholders have exerted greater influence over Avusa. This has seen the replacement of the chairman and CEO, along with a number of other directors.
4.12 The current ownership of the so-called big four have very different historical reasons and justifications. However the diversity of ownership was arguably much higher in the early 2000’s than it is now. The debate about diverse media ownership has been ongoing for a long time. It is rather like the tide that comes in and goes out. It is obviously a process and commercial realities are the overall determinant of the position at any given time. 
4.13 However, there appears to be little justification for large scale intervention. This will simply be seen as an intrusion into the freedom of expression and ownership. The market forces are doing their work, and what we can be sure of is that the face of media ownership is constantly changing and transforming. It is a dynamic, not static environment.
5. Conclusion
5.1 Wherever our debate takes us, we cannot ignore the market.  We have to take account of the commercial realities of our print media industry. 

5.2 Without readers, we have no audiences to sell to advertisers. 

5.3 Without advertisers, we have no revenue to sustain ourselves. 

5.4 Attempts to create and maintain products where there is no sustainable match between readers and advertisers are doomed to be expensive long-term subsidies. The logistics of printing and distribution are the least of the issues in determining the success of a new product. 

5.5 It is a misrepresentation to blame these issues for the failure of any new launch. Capital is a constraining factor and if you want to start a new paper, then you need deep pockets to fund you as you build an audience and gain the confidence of advertisers.
5.6 The internet is for free and we have no control over it. It has changed our markets forever, and whatever new print products are launched have to factor this in.

5.7 More competition from television is on the cards, whilst total advertising revenues for the market are static.

5.8 The existing media players have to answer to their shareholders and try to just survive, let alone improve profitability- so they are not going to just give up their markets. 

5.9 There are no regulatory barriers to entry. Anybody can start up a magazine or newspaper. However the commercial barriers to entry are high.
5.10 Concentration of ownership is rather high- but these are quite capable of being dealt with before the Competition authorities. There is a public interest aspect to the Competition Act. There are a number of issues which are currently being ventilated before these authorities- and members of the public have a chance to make representations to these fora.  

5.11 It is Caxton’s belief that the print media is actually doing quite well in the circumstances. The MDDA needs to be more consistently supported by the fiscus. It is no solution to seek more funding from the already strained print media sector. The DTI scorecard is a generic standard and there appears to be no good reason to enter into the choppy waters of a specific print media sector charter. Our transformation as a sector is ongoing and our commercial imperative to reflect the markets we serve provides the most cogent motivation for change. 
Thank you

