LETTER TO SHAREHOLDERS

Dear Shareholders,

I would like to start this year’s letter with expressions of admiration and congratulations addressed to the editorial and publishing staff of Gazeta Wyborcza , as well as to the entire Agora team which provided Gazeta with a gallant support. Together you prevailed over the competitive challenge on every front, from editorial all the way to production and distribution. The readers chose Gazeta - its well recognized qualities, its entrenchment in the national and local public debate, unceasingly augmented by creative support of the talented team proved to be unbeatable! Bravo! We have reasons to be proud and to look to the future with confidence. Competition will not go away, in fact it may grow. Having once again demonstrated that we are capable of handling it valiantly, we will take on new challenges fearlessly. 

I headlined Gazeta first because it faced the most difficult job last year. But it was not our sole success, by a long shot. Metro became one of the three most read Polish newspapers, while its key competitor bowed out of the Polish market. Our outdoor advertising and magazine businesses grew profits, internet operation dynamically expanded its services and market position, radio kept improving performance quarter after quarter, and collections expanded its offer for the readers.

These results did not come free of charge. Effectiveness in market battle called for a number of strategic decisions with adverse financial consequences: revenue declined (cover price of Gazeta!) and costs increased; in sum, financial performance suffered. That is why in the second half of last year we implemented a restructuring program designed to lower cost base, primarily of fixed costs.


Now, with the beachheads secured and costs managed down, our most urgent job is to grow scale and rebuild profitability of the Group. We intend to accomplish this task by, on the one hand, perfecting our current businesses and, on the other hand, developing new business activities. Although rebuilding profitability will take longer than one year, in 2007 we want to take a significant step in this direction and to build a solid foundation for a dynamic future growth.


The market is on our side. Polish economy is expanding rapidly and advertising market grows with it. We estimate that this year advertising spending will again increase by about 10%.


What is more important in the long run, the nature of transformation in the media industry is gradually becoming clearer. What is already visible? Plus ca change, plus c’est la meme chose. There is a revolutionary change in media technology, but the business fundaments endure. The needs of our audiences do not alter, though they can be met in an increasingly variegated manner. The business model in the majority of new media is the same as in traditional media: content (paid for or free) attracts the public which media then “sell” to advertisers. Internet is a new tool which traditional media use in an increasingly effective manner, and not necessarily an alternative to them. As in the past, new media do not kill their predecessors, they complement them; despite Cassandra-like prophesies, the newspaper market is growing – globally and in Europe.

A couple of lessons follow. Lesson one: nothing happens by itself. To adapt, we need to change. Changes require innovation, risk-taking, new competencies and questioning of the traditional frames of reference. Today, print media need to know at least as much about digital technology, as they knew about print technology in the past. They must recognize and assess completely new categories of competitors, such as IT or telecom companies.  They must systematically look for ways of adding value to their offers to avoid their commoditization. They must respect the importance of marketing – recognize the value of their brands, learn how to strengthen and leverage them in the new environment, and look for effective ways of reaching their audiences in the growing hubbub of offers. I trust we already demonstrated we are capable of acting in such a manner – and we aim at improving it.

Lesson two: our strategy must rest on two legs. We need to protect the company’s future; hence our intensive efforts to develop our internet business and exploration of new business activities, on- and off-line. At the same time, we are investing in our current businesses – Gazeta, Metro, AMS, etc. Woe betide the media company which turns its eyes exclusively to the future and drops the ball on its traditional activities! Not only because they are today profitable and still growing, but also because the assets built within them – brands, content, knowledge and competencies, editorial and sales teams – are essential to success in the digital age.

This year Agora turns 18. We have a cause for celebrating this birthday – last year the Agora team successfully passed the market maturity test. Now this team is entering a new, exciting stage of life in which it will be measured on how well it succeeds while the world and the company continue changing. I for one am entirely confident that it will continue triumphing over future challenges. 

I would like to thank all shareholders for your continuing interest and support.

Wanda Rapaczynski,

President of the Management Board Agora SA

