
 

 

                                                                                
 

 

ICRA Rating Feature 

Rating Methodology for Entities in the Print Media Industry  
 
This rating methodology explains ICRA’s approach to assessing the business and financial risk profiles of 

entities in the print media industry
1
, specifically the newspaper and magazine publishers. The print 

publication market can be segmented in terms of language (Hindi, English and Vernacular), genre (e.g. 

general news, business); format (e.g. broadsheet, books.) and reach (say regional, national or 

international).  

 

The methodology aims to help issuers, investors and other interested market participants understand 

ICRA’s approach to analysing risks that are likely to affect rating outcomes in this sector. This document 

does not include an exhaustive discussion of all the rating factors that our analysis considers, but provides 

an overall perspective of the considerations that are usually the most important. For analytical 

convenience, the key rating factors are grouped under the following broad heads—Business Risk 

Assessment, Financial Risk Assessment and Management Quality & Corporate Governance Assessment. 

 

 Business Risk Assessment 

 Scale and Market Position 

 Brand Strength and Competitive Position 

 Diversification: Revenue Mix, Businesses and Geographies 

 Business Model 

 Competition from Alternate Media 

 

 Financial Risk Assessment 

• Revenue growth  

• Profitability 

• Leverage and Liquidity 

• Cash flows and Coverage indicators 

• Tenure mismatches, and Risks relating to Interest Rates and Refinancing 

• Foreign Currency Risks 

• Debt Servicing track record 

• Accounting Quality 

• Contingent Liabilities and Off-Balance Sheet Exposures 

• Consolidated Financial Analysis and Group Support 

• Adequacy of future cash flows 

 

 Event Risk 

 Management Quality & Corporate Governance Assessment 

 

 

  

                                                           
1
 This rating methodology updates and supersedes ICRA's earlier methodology note on the sector, published in 

December 2014. While this revised version incorporates a few modifications, ICRA's overall approach to rating 
entities in the sector remains materially similar. 
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Business Risk Assessment 

Scale and Market Position 

Scale, as measured by revenues, indicates an entity’s ability to command pricing advantage with the 

subscribers (reflects in breadth of service/product offerings that drives user fees) as well as advertisers, 

benefit from operating leverage on raw material sourcing, news gathering, printing technology investments 

and is also a driver of operating efficiency. Nevertheless, a low absolute scale is not automatically treated 

as a credit negative by ICRA as the entity concerned can still strongly influence opinions and business 

trends in its addressable market, such as select Hindi/ regional/ vernacular newspapers in select 

geographic areas, and remain a preferred publication for its customers. However, by virtue of being present 

in a niche or a limited-sized market, the entity may remain exposed to risks arising out of a possible lack of 

diversification. 

The market position, i.e. the ranking of the publications in terms of circulation and readership in its key 

operating markets forms an important rating criterion from the business sustainability point of view. Not only 

does it indicate the success of the publication in attracting and retaining readers, it also reflects the ability 

of the company to negotiate risks from alternate media and new technology, withstand competitive intensity 

and change in industry dynamics.  

To understand the market share, degree of competition and overall position of a publication, ICRA analyses 

the trends in circulation and readership volumes and compares the same with other publications in similar 

segments. ICRA refers to the periodic readership and circulation data published by accredited industry 

bodies for making such comparisons, with due consideration to the fact that these are not definitive 

indicators to quantify market shares because of differences and limitations in measurement criteria. ICRA, 

thus, focuses on the overall revenue share and relative revenue growth among peers to understand the 

underlying market position trends.  

In the highly competitive print media segment, healthy circulation and readership volumes enable an entity 

to negotiate favourable ad rates with the advertisers, influences its pricing power and extent of promotional 

offers/ expenditure needed (thereby impacting the operating margins) and also helps it acquire the best 

talent to sustain its leadership position. Moreover, entities with a stronger market position and an 

established reader base can create entry barriers for new entrants by maintaining low cover prices and 

matching the same could prove unviable for new players. Not only are the above factors a credit positive 

from a business risk standpoint, a healthy market position also reflects in the form of stable operating profit 

margins, leadership position enjoyed by the various newspapers in portfolio, digital presence, any online 

classified business operations, etc.  

 
Brand Strength and Competitive Position 

Market position of a publishing entity is greatly influenced by editorial content of the publication, proprietary 

content, consistent innovation in offerings (bringing in colour pages, increasing localised news etc in case 

of newspapers) and brand strength, which cumulatively create a loyal readership. The same gets reflected 

in readership and the circulation volumes of the publication. An entity in the publication industry derives 

competitive advantage from its brand strength and scale, which in turn are offshoots of quality content, 

widespread geographic reach, presence across alternative media platforms and ability to adapt its content 

to changing consumer preferences as well as keep pace with technological changes. Given the changing 

paradigm of the industry, ICRA analyses the management approach and track record of an entity to invest 

in its brand development via quality content development and technology, while making rating decisions. 

 
Diversification 

The main sources of revenue for a print media entity are advertisement (space selling) and circulation with 

few other revenue streams from organising events - conclave, award functions etc. While analysing the 

revenue profile of publishers, ICRA analyses the sustainability as well as diversity in these revenue 

streams. Diversity enables an entity to mitigate the cash flow volatility risks associated with business 

segment and region specific seasonality in ad revenues. 
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a) Revenue mix: Circulation Vs Advertisement revenues 

While circulation revenues provide a stable source of income and are not susceptible to economic 

downturns, the advertisement revenues are vulnerable to economic conditions. Advertisements are broadly 

segmented into display advertisements and tender/ classified segment. While the volumes and 

advertisement rates in the display advertisements segment are directly linked to the circulation and the 

readership the publication enjoys, the size of the ad and its placement in the publication; the advertisement 

rate for the tenders/classified market are similar across all publications and ad volumes become the key 

differentiating factor in this segment. Advertisement revenues are also susceptible to change in advertiser 

preferences that can be impacted by a decline in readership or circulation, availability of alternate media or  

any  other  reason which  may  adversely  affect  the business  profile and  financial performance of the 

entity.  

Although growth in advertisement revenues by nature is closely linked with economic cycles, diversity 

across various categories such as institutional/ Government, corporate, etc can help mitigate volatility on 

account of cycles. Albeit vulnerability risks increase with high concentration of revenues from the display ad 

segment, a fairly diversified clientele across industries is better positioned to mitigate the same. Moreover, 

with BFSI, auto, real estate and consumer durables among the large advertisers in print media, the 

advertisement revenue performance also gets influenced by interest rate cycles. Thus, the company’s 

ability to translate its market position and service offerings into revenue and thus, withstand the cyclical 

downturns as well as secular trends/ events has a bearing on operating performance.  

Circulation revenues, although they constitute relatively lesser proportion of revenues, come from the 

‘cover price’ of a publication which is paid by the readers. As the number of copies circulated and 

readership indicate the publication’s popularity with the readers and are an important decision-making 

criteria for the advertisers (space selling for print media), an analysis of the trend in circulation revenues is 

critical in rating such companies. Additionally, ICRA tries to understand the reader profiling—cover price 

copy readers, subscription copy readers and complimentary copy readers, to assess sustainability of the 

circulation revenues of the publications. The key drivers of circulation revenues would include increasing 

penetration of the publication in the focus areas (cities) with rising per capita income, rising literacy rates or 

launch of new editions in identified geographic areas. 

b) Business Mix 

Business diversity is reflected in the number of publications offered by a company and its presence in 

alternate media platforms like broadcasting, radio, digital, etc. The publications that have presence across 

languages, interest group and reach thereby attracting audience across age/ interest groups are better 

equipped to mitigate risks associated with changing advertiser preferences. In the recent years, the print 

media in Tier 1 cities, largely English dailies, has witnessed high competition with the advertisers allocating 

budgets to Hindi and vernacular segment. With the rising literacy level, increasing population and rising 

demand for region-specific content, the print media players are adapting to the need to deliver localised 

content for readers by launching sub editions; this also allows them to tap local advertisements. 

ICRA favourably considers entities that have a more comprehensive range of offerings among peers and 

thereby derive revenues and profits from a broader set of offerings than the industry average. However, not 

much comfort is derived by ICRA overall if only the array of products is wider with all or most of the 

products exhibiting a weak competitive position.  

c) Geographical mix: Regional, Local, National or International 

The geographic diversity of a publication is reflected in the number of markets/regions it caters to. While 

greater concentration within a specific market creates incremental vulnerability to the regional market’s 

socio-economic and political conditions; circulation revenues in such a scenario also become vulnerable to 

any increase in competitive intensity with entry of new players. An adequate degree of geographical 

diversification reduces an entity’s vulnerability to (i) variability in demand in a single region, and (ii) demand 

disruptions caused by force majeure events in a single geography. Thus, financial performance of a 

publication with national presence (through multiple editions/ sub editions) may be less vulnerable to any 

regional/ local socio economic as well as force majeure events that can adversely impact the advertisement 

spend of corporate/ institutions. However, it should be noted that geographical diversification entails higher 

costs in terms of infrastructure investments (local printing infrastructure, content souring teams, distribution 
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network, etc) and region-focussed marketing and editorial teams. Thus, the ability of the company to 

absorb such incremental costs and maintain healthy operating margins is assessed. 

 
Business Model  

In recent times, cost optimisation has become the focus of print media entities to mitigate a decline in 

revenues caused on account of structural changes taking place in the industry. The major cost for a 

publisher is in the form of newsprint, creation and production costs. Given the technological strides being 

made in printing and high fixed capital intensity of printing operations, the industry has witnessed the 

emergence of different business models -- in-house printing, outsourced or some combination of the two.  

On the one hand, by “outsourcing” the print, newspaper publishers can focus on their core business 

(content creation and distribution) while enjoying the benefits of technological advancement, without having 

to bear the burden of investing in capital intensive printing presses and associated labour costs. 

Alternatively, printing presses could be retained in-house for greater control, especially in larger target 

centres, or where the benefits of synergies with other publications of the same publishing group are 

available to justify the capital investment.    

While “outsourcing” print function is frequent for small publishers, larger entities in the industry can take 

advantage of the same to enter into or test new geographies and genres, without having to bear the risk of 

a long-term investment. However, other factors like- equipment capability, capacities, quality of print and 

other expectations regarding timely deliveries, - may deter a publisher from outsourcing to independent 

printers. In the case of any publishing entity that outsources a major part of its printing operations to a 

group company/ related party to stay asset light, adjustments to financial statements are made to evaluate 

such transactions. Overall, ICRA analyses the business model adopted by individual entities vis-à-vis its 

financial position and long-term business strategy.   

 
Competition from Alternate Media 

In the recent years, the print media industry has witnessed significant competition from internet and 

alternate media platforms, which has not only resulted in a decline in traditional subscribers, but has also 

encouraged advertisers to allocate higher budget shares towards digital media. This has resulted in muted 

revenue growth of a majority of publishing entities.  

A well diversified presence across platforms -- print, internet, mobile applications, radio and TV channels, is 

a positive factor as it provides access to a larger target readership and opportunity to maximise 

monetisation of quality content. Moreover, presence across various media platforms increases the 

bargaining power of the entity as it can offer bundled media offerings to cater to the advertisers’ needs 

more effectively and is viewed favourably by ICRA. For instance, a large number of print media companies 

have forayed into digital media by creating their online presence in line with changing customer 

preferences brought about by increased penetration of smart phones and fast speed internet connections. 

While the growth in advertisement revenues of the traditional media may have been limited in recent years, 

the digital platforms have been able to attract spends of the advertisers, and have thus, supported the 

revenue growth of such print networks. Thus, a publisher’s ability to capitalise on its network to create 

differentiated digital/ mobile content as well as offer hyper localised news across genres is critical to scale 

up revenues from digital properties. While the data on segment-wise performance may be available for 

select entities from the financial statements, ICRA attempts to gather estimates from the entity on 

geographic and publication/ offering wise revenues and profitability during management discussions. 

 

Financial Risk Assessment  

The financial risk analysis is concerned with assessing the ability of an entity to generate sufficient cash 

flows to meet its debt-servicing obligations and is influenced by the degree of financial leverage. As a 

starting point, ICRA takes into account an entity’s reported financials to get a glimpse of its financial risks. 

However, financial risk analysis undertaken is not solely based on a given year’s performance matrices, as 

it may result in a point-in-time analysis bias on account of reasons such as recent capital expenditure, 

recent equity infusion, fund-raising for expansion or the stage in business cycle of the entity. ICRA 

analyses past performance trends and makes estimates of future financial performances to assess the 

financial risk exposure of an entity. Moreover, ICRA recognises the potential pitfalls of relying solely on 

accounting numbers for financial risk analysis, as these may not adequately reflect the intrinsic or market 
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value of a business. Nonetheless, accounting ratios do offer a useful reference to evaluate the trends in 

performance of an entity over a given time frame and conduct peer comparisons based on financial 

performance metrics. 

While assessing the financial risk profile of a an entity in print media industry, ICRA evaluates its 

profitability and cash generating ability, balance sheet strength and the sources of financial flexibility, all in 

relation to various committed and contingent obligations. ICRA reviews the Accounting Policies followed by 

the company and factors in any deviations from standard accounting practices so as to make its 

comparison against other players in the industry more meaningful. This document provides a brief 

summary of why ICRA considers these ratios to be important. For a more detailed description, readers may 

refer to the note titled, “Approach for Financial Ratio Analysis” published on ICRA’s website. 

Revenue Growth  

Revenue growth and sustainable operating performance throughout the cycle are important financial 

parameters while assigning a credit rating as they reflect the operating leverage a company enjoys with 

respect to its industry peers. These indicators reflect the market position of the company in key 

geographies and its ability to capitalise the same to generate healthy circulation and advertising sales 

growth and withstand pressures relating to economic cycles.  

As discussed earlier, the revenue growth of print media players is highly vulnerable to cyclicality in view of 

an ad-revenue driven business model for a majority of them. While a favourable socio-political and 

economic environment encourages media spending, a company’s ability to sustain revenues during weak 

economic period remains crucial. It is also essential to factor in the inherent seasonality in the Indian print 

industry, which witnesses subdued performance in the first two quarters and subsequent pickup in demand 

over the second half of the fiscal on account of the festive season and pick-up in allocated budget spends 

by Government and corporate departments. 

Profitability 

Newsprint and ink cost are the key cost components for the print media industry. While the domestic 

newsprint industry continues to be a supplier-dominated industry with demand far exceeding the production 

capacities available; print media companies have traditionally been dependent on imported newsprint for 

meeting their consumption requirements. Moreover, the quality and standard weight of the imported 

newsprint compared to the domestic newsprint is better, which provides a better look to the publication and 

hence is preferred by certain print media players. ICRA looks at the newsprint consumption pattern 

(volumes and prices) of a company in terms of domestic newsprint vs. imported newsprint to assess the 

exposure of the company to movements in international newsprint prices, foreign exchange movements 

and the impact of the same on the operating margins of the company. Another important cost centre for the 

print media industry is employee costs, given the employee intensive nature of operations. With increasing 

competitive intensity, the ability of a company to retain talent and the associated costs form key rating 

sensitivities.  

The cover price of a newspaper or magazine is typically much lower than its cost of production and 

effectively higher circulation leads to higher loss based on circulation revenue alone. However, this loss is 

offset by the higher advertisement revenue that the publication gets with higher circulation and readership. 

Given the high competitive intensity and increasing penetration of digital content in metro and tier 1 cities, 

most leading news publications have been compelled to offer promotional offers (subscription copies), that 

has impacted their cost structures.    

With substantial scale of operations, a company is better positioned to make incremental investments in 

attractive content, talent and latest technology including investments required in the digital channel. 

Moreover, a large revenue base also leads to economies of scale in terms of cost efficiencies in the 

purchasing, production, distribution and administrative functions thereby supporting operating margins. 

Leverage and Liquidity 

ICRA assesses the financial policies followed by the company – past as well as future – to determine the 

risk appetite of the management and the impact of the same on the financial performance of the company. 

The financial risk profile of the issuer is evaluated based on its cash flow generating capacity, which the 

company would further use in meeting its debt service obligations and for investing in the business.  
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The financial policy followed by the company determines to a large extent its leverage and financial 

flexibility, especially in times of cyclical downturn. A company that follows an aggressive financial policy 

and relies heavily on debt financing would be more vulnerable to a cyclical downturn as compared to a 

company with lower financial leverage, which would have greater ability to raise funds. The extent of 

leveraging by the issuer, and hence, its financial flexibility, is reflected in leverage ratios like Total 

Debt/Tangible Net Worth, Total Outside Liabilities/Tangible Net Worth, NCA
2
/ Total Debt and Total 

Debt/OPBDIT. Low leverage ratios reflect low reliance on debt funding, and better ability to raise funds 

from alternative sources in times of need. 

ICRA also evaluates the liquidity profile of the company to assess its ability to meet short term financing 

requirements. The existence of adequate buffers of liquid assets and bank lines are viewed as a credit 

positive, and the same is evaluated alongside the drawing power available with the company, to assess its 

ability to meet temporary shortfalls in funding requirements. While evaluating the liquidity profile of a 

company, ICRA takes into consideration the monthly working capital utilisation (with unutilised sanctioned 

limits imparting greater protection during periods of liquidity strain), the unencumbered cash balances and 

liquid investments available to the company and its internal cash generation capability. ICRA evaluates the 

free cash flows of the company and its variability to determine the company’s ability to meet cash 

obligations like debt repayments and investments from its internal cash flows itself. Additionally, any 

fluctuations in working capital cycle, especially during peak season (for instance, festive season when 

advertisement spends tend to be high) and the availability of backup lines to finance seasonal requirements 

are also monitored. ICRA also takes into consideration the adequacy of long-term funds in meeting long-

term funding requirements, measured by the current ratio, with a higher ratio signifying lower mismatch 

between tenure of assets and borrowings. ICRA’s liquidity analysis also takes into account the financial 

flexibility of the entity, reflective in its ability to raise fresh capital or refinance existing borrowings. These 

factors are jointly considered to evaluate the liquidity position of the company.       

Cash Flows and Debt Coverage Indicators 

A publication company requires investments in continuously upgrading its infrastructure for offering 

innovative product offering, invest in new technologies, expanding geographic presence of its printing as 

well as diversifying business mix. In this respect, it is imperative that the issuer generates healthy cash 

flows from operations to undertake these critical investments without straining its balance sheet. The 

retained cash flows of the company serve as a good indicator of its ability to fund capital expenditure and 

service debt without straining its liquidity profile. Strong free cash flows indicate the company’s ability to 

fund investments, meet organic and inorganic growth opportunities and service debt obligations through 

cash flows generated from its operations alone. 

The debt coverage indicators like interest coverage, and DSCR
3
 are a reflection of the company’s ability to 

service its external borrowings. ICRA evaluates the coverage indicators of the company to determine how 

comfortably the company can service its debt obligations through accruals from its business.  

Tenure Mismatches, and Risks Relating to Interest Rates and Refinancing 

Tenure mismatches, like funding of long-term investments through short term borrowings, expose a 

company to refinancing risks. Such risks are especially significant in periods of tight liquidity. The ratings 

factor in the existence of adequate buffers of liquid assets/bank lines to meet short-term obligations. While 

evaluating the adequacy of future cash flows, ICRA also takes into account the impact of movement in 

interest rates on the cash flows of the company, and the extent to which the debt servicing ability of the 

issuer would be impacted by the same. 

Foreign Currency Risks 

The foreign currency risks for the print media space primarily arise on account of newsprint imports 

(imports may be undertaken against letter of credit) and foreign currency-denominated liabilities (for 

instance foreign currency denominated debt). While taking into consideration the hedging policy of the 

company towards mitigating such foreign currency risks; ICRA also focuses on the impact of adverse 

movement in foreign exchange rates on the cost structures, profits and cash outflows for such companies.  

 

                                                           
2
 Net Cash Accruals 

3
 Debt Service Coverage Ratio 
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Debt Servicing Track Record 

The debt servicing track record of the company is taken into consideration while assigning a rating to any 

issuer. Any history of past defaults or delays in meeting interest and principal repayment obligations 

reduces the comfort level with respect to the issuer’s future debt servicing capability. A track record of wilful 

default, either by the issuer or related entities, also raises concerns with respect to the issuer’s debt 

servicing willingness. ICRA also takes into consideration the company’s demonstrated ability to service 

debt during periods of cyclical stress.  

Accounting Quality 

Given the reliance on audited financial statements for analysing the company’s financial performance 

during the rating process, ICRA places due importance on the quality of accounting practises followed by 

the company. ICRA reviews the Accounting Policies, Note to Accounts and Auditor’s Comments that are 

part of the Annual Report of the issuer. Any deviation from the Generally Accepted Accounting Practises is 

noted, and the financial statements of the issuer are adjusted to reflect the impact of such deviations, and 

make it comparable with industry peers. ICRA also interacts with the statutory auditors to assess the quality 

of accounting practises followed by the company.  

Contingent Liabilities and Off-Balance Sheet Exposures 

ICRA reviews the contingent liabilities and off-balance sheet exposures as disclosed by the issuer in its 

Annual Report, and evaluates the likelihood of their devolvement and the financial implications of the same. 

Consolidated Financial Analysis and Group Support 

The print media industry in India comprises several large players with presence across diverse business 

segments and geographies through various subsidiaries and associate companies. While evaluating the 

financial risk profiles of such companies, ICRA assesses consolidated/group level financial indicators in 

terms of capital structure, debt coverage indicators and future funding requirements. 

While assessing an entity that is part of a larger group, ICRA also takes into consideration strengths and 

weaknesses arising from the group association. The probability of cash outflows from the issuer to support 

group entities is evaluated in case of the issuer being among the stronger entities of the group. On the 

other hand, if the entity is among the weaker ones in the group, the ability and willingness of the 

group/promoters to lend support to the issuer in the event of required capital infusion are also assessed. 

Adequacy of Future Cash Flows 

With the rating exercise primarily focused on assessing the future debt servicing capability of a company, it 

is imperative that projections are drawn up during the rating exercise to evaluate the likely financial position 

of the company going forward. The projections are drawn factoring in the expected movement in revenues 

and operating margins, working capital changes, the upcoming debt obligations, as well as the capex and 

investment requirements of the company. These financial projections reflect the expected movement in 

cash flows, leverage and debt coverage indicators of the company under various scenarios. ICRA also 

evaluates the funding requirements of the company, and the funding options available to it.  

 

Event Risk 

ICRA recognises the possibility of events, such as unrelated diversification, mergers and acquisitions, 

business restructuring, asset sales and spin-offs, capital restructuring; and litigations, which could have a 

material impact on the credit profile of an entity in any given industry.   

 

Management Quality & Corporate Governance Assessment 

In addition to the industry, business and financial risk analysis, all credit ratings incorporate an assessment 

of the quality of the rated entity’s management, the financial policies and the governance practices. 

Quality of the Management and Financial Policies 

As part of its process, ICRA undertakes discussions with the rated entity’s management to understand its 

views on past performance as well as its future plans & strategies and the outlook on the industry. Some of 

the points assessed are:  
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» Experience of the promoter/ management in the industry 

» Commitment of the promoter/ management to the rated entity 

» Risk appetite of the promoter/ management and risk mitigation plans 

» Policies on leveraging, managing interest rate risks and currency risks 

» Management’s past success in introducing new projects and managing changes in the external 

environment 

» Management’s plans on new projects, acquisitions and expansions  

» Track record of balancing the interests of shareholders, creditors and other stakeholders 

Periodic interactions with the management help in ascertaining their tendency to deviate from stated 

philosophies and policies during times of stress.  

Governance Practises  

Corporate governance remains a complex and an evolving subject and from a risk perspective tends to 

hold as high an importance as an entity’s business strategy. A sound corporate governance structure 

attempts to make clear the distinction of power and responsibilities between the Board of Directors and the 

management. The constitution of an entity’s Board and the Board of Directors’ participation in strategy 

formulation, besides the entity’s adherence to legal and statutory compliance requirements are factored in 

during credit assessments. ICRA seeks to gain a qualitative understanding of an entity’s commitment to 

following transparent and credible practises by the way its financial statements are reported, their level of 

disclosures, consistency in communication and the openness with regard to sharing information during the 

credit rating exercise. Also assessed are an entity’s related party transactions, instances of supporting 

group entities at the expense of debt holders and executive compensation packages 

 

Summing Up 

ICRA‘s credit ratings are a symbolic representation of its opinion on the relative credit risk associated with 

the instrument being rated. This opinion is arrived at following a detailed evaluation of the issuer‘s business 

and financial risks, its competitive strengths, its likely cash flows over the life of the instrument being rated 

and the adequacy of such cash flows vis-à-vis its debt servicing obligations and other funding 

requirements. ICRA’s approach to rating print media entities also incorporates the evaluation of various 

business risk parameters such as the concern scale and market position, operating performance, business 

and geographic diversification and its management’s overall approach towards investment and growth. 
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