Dear shareholders:

This year Agora and Gazeta Wyborcza celebrate their 15th anniversary. It is a moment to take stock of where we are coming from and where we are heading. Here is an accounting of our accomplishments and challenges.

The company was born on the eve of Polish transformation and from the outset it has been tightly bound to its success. In the early 90-ies the young advertising market grew rapidly, fuelled by expanding economy. During the period we built the leading Polish newspaper and a company with a remarkable profit margin. All profits were plowed back to build the technology base necessary to deliver quality product and services to our readers and clients. 

In the late 90-ies the company was ready to start gingerly expanding into other media segments. In 1999, Agora went public to generate funds necessary to complete the state-of-art printing base and to fund growth.

Since then, several things have happened, some good, others less so. We put behind us the first advertising recession. Polish economy started slowing by 2001, causing the advertising market to keep shrinking for three consecutive years. Gazeta Wyborcza’s revenues were not immune to the decline, yet the newspaper’s profitability remained high.

In the midst of the recession, we made two significant acquisitions, in the magazine and outdoor advertising segments. Both were turn-around cases and, after restructuring, are on track to profitability. They will become positive contributors to the bottom line over the next couple of years. 

We did not make two other significant acquisitions – into terrestrial television and educational publishing. Both were blocked by Polish government which, in effect, stymied Agora’s growth. To prevent our entry into TV, the government redrafted the media law. The redraft, which cast doubt on media freedom in Poland, led to a corruption scandal after we publicized an attempt, by an alleged representative of the ruling coalition, to extort from Agora editorial concessions and a huge bribe in exchange for a less adverse law. This was the first in a long list of corruption cases associated with the current government. It’s approval ratings plummeted, destabilizing the political scene on the eve of EU accession. 

As we battled the impact of recession and the backlash which followed on our whistle blowing, the competitive situation in our core newspaper segment became tougher when a new national tabloid, launched in October of 2003, posed a challenge to Gazeta’s advertising position. 

Advertising recession, new entrants, and political harassment are business as usual for media companies. However, it is rare for all of them to occur at the same time. The accretion of negative events tested our strengths and pointed out how and where we needed to toughen up for the future. We responded immediately by restructuring the company. Still, a lot remains to be done to meet the high expectations of the market. We know what we want to accomplish: to ensure future scale and profitability of our core business and to expand our operations, growing Agora’s value to shareholders. We know how to go about it and we have the will to get there. In the process, we will have built a stronger company, more resilient to EU competition.

The market outlook signals fairer winds ahead for Agora. Polish economy is expanding again. After solid improvement last year, the GDP growth in the first quarter of this year is ahead of expectations and will top 5%, the political mess notwithstanding. The advertising market is showing the first signs of recovery and its growth should accelerate provided the domestic leg of the economy strengthens. Poland will have become a member of EU on May 1. In the medium term, the membership will strengthen the institutions of the state and will provide an additional stimulus to the economy, thus improving the business climate.

