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We are all well aware that the Internet continues to bring unprecedented changes that are reshaping journalism in almost every possible way.  I want to look today at how some important ethical standards and practices are evolving in the digital era.


The first part of my talk will explore the debate over whether the journalistic principle of independence has become outdated in the digital era -- and should be superseded by the concept of transparency.


The second part will delve into the surge in so-called “sponsored content” -- advertisements camouflaged as stories that flout the ethical standard of separation of news and advertising.


And there will be time for questions at the end.


….[First half of talk deleted.]

Now, I want to turn to the endangered ethical standard that requires the separation of news and advertising.  A new form of advertising so blurs the line -- and so risks confusing readers about the integrity of news content -- that it clearly seems like an ethical shift that merits exploration.


Known as “sponsored content,” the new form of advertising is camouflaged to look as much like news stories as possible -- typically with minimal labeling -- and inter-mingled with regular news.  Eager to exploit the credibility of the news pages to fool readers, advertisers are paying a premium for the disguised ads on most online sites.


Sponsored content -- also referred to as “native advertising” or “native content” -- has spread rapidly since coming on the scene three or four years ago.  The Federal Trade Commission found late last year that 73% of online publishers were offering the ads -- and another 17% were considering them.  Forbes was a pioneer among legacy media sites in embracing the new concept.  Now the list of legacy sites accepting some version of sponsored content includes the New York Times, Wall Street Journal, Washington Post, New Yorker, Atlantic, Time and Fortune.


Advertiser interest clearly is growing.  Advertisers spent $2.4 billion on sponsored content last year, a 71% jump over 2012, according to eMarketer.  The marketing firm has predicted that this year’s spending would rise 29%, to $3.1 billion -- and hit $5 billion by 2017.


Advertisers want to spend these dollars to disguise their ads as news -- and also to couch any required labels in euphemisms designed to lull readers into not thinking about them.  Media sites then have to decide how much labeling and clarity are needed to give busy readers a chance to grasp easily what’s news and what’s advertising. 


The answer varies, as you might expect, depending on the ethical standards and culture of individual sites.  Some legacy media such as the Times and Wall Street Journal tend to allow less inter-mingling with news and use more meaningful labels and formats than many sites.  But the labeling on many of the sites offering sponsored content tends to be minimal.


Here are some recent screen shots from several news web sites that show sponsored content in action:
1.  This is a Huffington Post home page, where most of its regular users would look to choose articles they want to read.  This sponsored content, inter-mingled with regular stories, is labeled, “Presented by Bank of America.”


[Headline: “3 Steps to Help Our Children Earn an “A” in Personal Finance.”]

2.  This is Mashable’s home screen.  I find the “Presented by British Airways” too small and dim to be fair to the reader.


[“British Bytes.”]

3.   This is a BuzzFeed home screen.  The labels, in yellow, say, “Promoted By,” and the advertiser’s name is below in a typeface and color common to the page.  This approach is a retreat from the sponsored content format BuzzFeed started with.  Before June, the entire summaries would have been shaded in the yellow color.  The color of the labels makes them better than some, but I think the reader deserves more.


[Headlines: “13 Ways Lunch is Like the Middle Child” and “10 Signs You And Your Best Friend Were Made For Each Other.”]

4.  This is a Quartz news summary page, where users would be choosing stories to read.  This screen shows the attention devoted to making the typefaces and fonts as similar as possible to the regular news entries.  The label says, “Sponsor Content” in orange typeface, followed with “By Intel”.

5.  This is a Forbes news summary.   Oracle ad.  The word “Voice” -- even in red --  doesn’t tell the reader enough.


[“12 Ways In-Memory Tech Is Faster, Better, and More Flexible.”]

6.  This is the home page for the Wall Street Journal’s “CIO Journal” vertical site.  The “Content from our sponsor” label, the box for the ad, and the typefaces and fonts different from the news items on the page help the reader a bit and may reflect some of the legacy media ethical attitude I mentioned earlier.  Deloitte has a contract to use this space on a regular basis.

7.  When the reader gets to Forbes sponsored content, here’s how the labeling looks.  This labeling can be important to readers who come directly to the story via a search engine or a social media link.  The “ForbesBrandVoice” label is vague and small and the need to allow readers to ask “What’s this?” indicates it’s not as clear as it should be.  Forbes first used  “AdVoice,” but apparently decided even that was too much of a reference to advertising and switched to “BrandVoice.”


[“12 Ways In-Memory Tech Is Faster, Better, and More Flexible.”]

8.  A disguised BuzzFeed ad is next.  The “Holiday Inn Express, Brand Publisher” label is vague.


[“12 Backpacking Hacks That Are Vital For Business Trips.”]

9.  This Business Insider sponsored content comes with a box describing a series of articles, before mentioning that the stories are “sponsored by Verizon.”  The writer is a Business Insider strategy reporter, fostering the idea that the story is real journalism.


[“How One CEO Successfully Ran His Business While Sailing Around The World for 3 Years.”]

10. The label on this New York Times interactive graphic is “Paid Post.”  It’s tiny, but more candid than most labels.  But the cautious Times does little beyond the label to alert readers that this is an ad.  The blue band across the top is a standard feature of Times sponsored content.  But it’s a retreat from the start of the program at the paper when the blue band surrounded the ads.  This screen captures only the top of the Chevron graphic.  


[“How Our Energy Needs Are Changing, In A Series Of Interactive Charts.”]

11.  This is a Google search entry for the Forbes Oracle ad shown earlier.  It shows how any labels on the ads often don’t survive in the search process.  So this search entry depicts Forbes -- not the Oracle executive -- raving about the Oracle technology.  And there is nothing at all to alert the person searching that clicking will take him to an Oracle ad.

12.  This is a Google search entry for a BuzzFeed listacle ad for Applebees that reflects the same challenges for someone doing a search.


Despite all this obvious effort to make camouflaged news stories convincing, recent research by two firms has found significant percentages of readers concerned about “deception” and lack of trust.  Contently, a company that helps advertisers create sponsored content, asked 542 Internet users in a June online survey about their views of the concept.  Chartbeat, a data analytics concern, analyzed two billion page views during one recent month to tabulate the actions they reflected.


Two-thirds of the readers surveyed by Contently said they “felt deceived upon realizing that an article or video was sponsored by a brand.”  The Chartbeat study found that 71% of the readers who went to a sponsored-content article didn’t scroll down at all.  Once they saw the page, they retreated -- many of them, perhaps, feeling deceived.  By comparison, only 29% of those who went to a real article didn’t scroll down.


More educated readers appear more sensitive to deception.  Contently said 77% of its respondents with a graduate degree reported having felt “deceived” upon realizing that an article was sponsored content.  That compared with only 46% for those with a high school diploma.  I would think findings like this would be of particular interest to news organizations with demographics such as those of the Times and Journal.


On the broader issue of credibility, 54% of the Internet users surveyed by Contently reported they “generally don’t trust” sponsored content.  Readers with graduate degrees were more than twice as likely as those with a high-school diploma to not trust sponsored content, according to Contently.


Reviewing the research on the new form of advertising in a Time magazine essay, Chartbeat CEO Tony Haile observed:  “The truth is, that while the emperor that is native advertising might not be naked, he’s almost certainly only wearing a thong.”  But Haile expressed “hope that native advertising can reach a level of quality that doesn’t require tricks or dissimulation.”   And he concluded: “In fact, to survive, it will have to.”


This brings us to a vital question: Does a news site lose credibility when it carries sponsored content?  When Contently asked the Internet users, “Do you think that a news site loses credibility if it runs articles sponsored by a brand?” 59% said yes.  So almost six out of 10 readers will trust a site less if it allows sponsored content, the survey shows.


This credibility question was thoughtfully addressed by Gerry Baker, editor in chief of the Wall Street Journal, in talk at the New York University’s journalism school last fall.  He lamented the “Faustian pact” between advertisers and publishers, Capital New York reported, describing it this way:


"An advertiser wants to advertise in The Wall Street Journal to be seen and to be associated with a brand like The Wall Street Journal, or The Financial Times or Bloomberg, because those news organizations are respected. If [advertisers] manipulate the digital or print operations of those news organizations, it makes the reader confused as to what is news and what is advertising, and the reader's trust, the very reason that those advertisers want to advertise in those news organizations, goes away."


One of most striking new critics of sponsored content is the outspoken Jeff Jarvis, director of the Tow-Knight Center for Entrepreneurial Journalism at the City University of New York.  He’s a digital guru, entrepreneur, and journalist who generally advocates maximum flexibility about everything on the web.  He was an early fan of Forbes” intensified push online and its embrace of sponsored content over the past four years.


Thus, Jarvis’ July blog post acknowledging that sponsored content had contributed to a decline in the Forbes brand caught me by surprise.  “This was a pioneering entry into the so-called native advertising that is now overtaking media everywhere,” he wrote.  “Just as it was supposed to be the salvation of Forbes, it is now supposed to save legacy media.” But he added: “Beware the silver bullet.  It can backfire.”


Specifically citing his frustration with “the paid and wordy shilling” of sponsored-content advertisers and the poor quality of many of the site’s 1,500 outside contributors, Jarvis wrote: “I hesitate three beats before clicking on a Forbes link. That is the definition of a devalued brand.”


He then concluded:


“And that is precisely what other media companies should fear as they more and more try to fool their readers into thinking that what we used to call advertising is something else that can comfortably live under brands, enigmatically labeled.”


How do publishers defend or rationalize the embrace of sponsored content when it can blur -- even with the best of labeling practices -- the ethical standard of separation of news and advertising?  The two most basic responses are the crucial need for revenue in the current financial crunch and extremely robust labeling that will somehow create sufficient separation of news and advertising.


As news organizations continue to grope for new business models, most of them are clearly financially strapped and desperate for the revenue.  For legacy media -- often with larger staffs to support and the need to replace lost traditional advertising revenue -- the challenge can be even greater.  Online, numerous news sites born there jumped into sponsored content early on and remain heavily dependent on it.


New York Times publisher Arthur Sulzberger Jr. acknowledged in a January staff memo that sponsored content is “relatively new and can be controversial.”  But he called it essential to help “restore digital advertising revenue to growth,” according to the paper’s account of the memo.


Most publishers maintain that labeling and other transparency moves can create adequate separation between news and sponsored content.  But the fundamental appeal of typical sponsored content to advertisers is clearly its being embedded in the real news content.


Acceptance of that fundamental deception leaves labels little more to do than warn readers, “Be careful, there’s a camel in that tent.”  Sites that seem to be doing the most for readers under the circumstances are legacy media such as the Wall Street Journal and Times, which generally keep sponsored content from being embedded and inter-mingled in the news columns.  But I noticed Friday that the Times had pulled a Farmers Insurance ad inside the normal news space on its front page.


Sponsored content is just part of the natural evolution of advertising, many legacy publishers insist, pointing to the “advertorials” of the print era.  Filling a page, or sometimes several pages, content from advertisers was displayed with headlines and subheds to look like news stories.  But at publications like the Journal, the advertorial type was never allowed to mimic news stories as sponsored content does with notable precision.


Importantly, the word “advertisement” or something like “advertising supplement” had to appear at the top of each page.  Sponsored content disguised as real stories and snuggling inside the news columns constitutes a whole new branch on the evolutionary tree of advertising, in my opinion.


Many publishers also like to rationalize sponsored content as providing informative and interesting content to their readers.  That case can be made for some articles, but many are blatant pitches for the advertiser.  Assuming you couldn’t read the text of Oracle’s Forbes ad that we saw earlier, here’s the hard sell at the top of the story: 


“To understand how in-memory technology translates into faster business processes, listen to Larry Ellison.


“When Oracle’s CEO introduced the new Oracle Database In-Memory option on June 10, he gave example after example of how this new technology accelerates the performance of everyday business applications: A cost management application performed 257 times faster.  A financial analyzer app crunched numbers 1,300 times faster.  A sales order analysis app was 1,700 times faster.”


But these pitches also present one of the most troubling aspects of sponsored content.  They could prove confusing to readers if they were to contradict a recent actual news story.  Hypothetically, let’s say Politico had published a fact-based article in early September -- with a broad array of academic, think tank, and financial industry sources -- that concluded it was wise for insurance companies to be regulated like banks.  Then a few days later, this actual September sponsored content from Met Life appeared on in the same news pages of Politico:


“Life insurance companies are not banks and should not be regulated like banks.  They should be regulated using capital rules carefully designed for their unique risk profile.  It is imperative for Congress to pass the ‘Insurance Capital Standards Clarification Act of 2014’ as quickly as possible.”


I wouldn’t want to be the editor trying to explain that contradiction to confused readers.


Finally, for me, a common-sense view of sponsored content boils down to this:  Journalism is supposed to inform and serve readers first and foremost.  But with sponsored content, news sites are actively helping to fool them -- to pull in the extra money advertisers are willing to pay to exploit the credibility built into the news pages by generations of ethical journalists.


To close, I would just note that Missouri farmers like by granddad had a name for this.  They called it, “selling the seed corn.”
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