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Digital transformation drastically changes company’s structure and contributes to its organization

development. Digital transformation of a company starts with the assessment of its digital maturity. To define
the criteria of media companies’ digital maturity the definition of digital transformation of media companies
was given, which considers media industry features. Classification of media companies was offered, and
current methods of digital maturity assessment were analyzed.

1 INTRODUCTION

Global GDP structure has been changing as new
economy sectors have been growing intensively.
The growth of the old sectors is slowing down, and
they lose their positions in GDP structure.
Manufacturing is taking smaller share now, while
Education, ICT and other spheres have become the
main drivers of economy. All these factors make an
impact on global trends of digital transformation.

Media industry, as any other industry, is a
complex system, which includes multitude of
interconnected subjects and objects. Media industry
has different segments that influence the whole
industry. Digital transformation of mass media
happens due to digital technologies, which have
cardinally changed companies on multiple levels
and increased their efficiency.

Digital transformation of media industry in
Russia and in the world is an inevitable process. One
of the signs of this process is the impetuous growth
of digital segments of media content. Audio
streaming market structure and the growth of
segments is presented in Figure 1.
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Figure 1: Audio streaming market size in Russia from 2019
to 2025., bin doll.

Radio, as traditional audio segment, — holds the
biggest market share; however, podcasts, audiobooks
and music streaming are growing much faster, and
their share can become bigger than radio segment in
the next few years.

Despite the efficiency of digital transformation in
media companies there are specific limitations for
company growth and media industry, as well:

. Antimonopoly regulation of the advertising
market in media industry in Russia. For example, VK
Group, Yandex, and Google (Russia) hold about 90%
share of the advertisement market in Russia. The
situation makes it harder for new companies to enter
one of the most attractive markets.

. Lack of financial transparency in big Russian
media companies. Top 5 radio holdings and publishing



houses do not have consolidated reports. National
media group, Google, and VGTRK also have the
same problem.

. Government influence on media holdings,
which can lead to non-profit deals. In Russia the
government holds the biggest share in all federal
media holdings. The Government holds more than
50% share in Gazprom, including Gazprom-media,
and 100% share of VGTRK. National media group
belongs to Bank of Russia (Russian Central Bank)
on 54,96%. Therefore, the government can use
media companies financially ineffective and pursue
other goals.

Besides limitations presented above, there are
other actual problems of media industry, which
motivate companies for digital transformation. For
example, federal media companies were trying to
compensate their losses on traditional segments of
advertisement market in 2022 by performing digital
transformation to create new business models. Radio
segment, press and digital segment of advertisement
market have dropped the most due to the following
reasons:

. Foreign companies left Russian market.
Huge companies left Russian market in 2022 and
this fact negatively affected TV, radio, and press
incomes. However Russian mass-media could adapt
and minimize negative effects by using other sources
of generating money and finding other companies to
buy advertising

. Foreign digital platforms were closed
(Instagram, Facebook) and advertising in the
Russian segment of YouTube and TikTok was
limited. This situation has led to decreasing internet-
activity of mass media despite the fact, that there are
a lot of local analogues (Yappy, Rutube)

. Foreign media platforms and biggest
rightsholders (Sony, Warner, Universal) left the
market. Audio and video streaming platforms, like
Spotify, Deezer, and Netflix, left the Russian
market. As a result, the amount of local platforms
and their share on the market have increased.
However, content quality and diversity can decrease
because the competitiveness of media industry has
also decreased.

Digital transformation in media companies can
help them to cope with new challenges in 2022 and
overcome limitations in development. The first stage
of digital transformation is digital maturity
assessment of media companies. Although there are
multiple methods to estimate digital maturity of
companies in banking, trade, Fast Moving
Consumer Goods (FMCG), Telecommunication,
Automobile manufacturing, Metals & Mining,

Pharma, Electricity based on industrial features and
other factors, there are no methods to estimate digital
maturity of media companies and media industry as
well.

The research aims to find criteria of digital
maturity assessment in media companies.

There are multiple tasks to achieve the main goal
of the work:

. Define the term of digital transformation in
media companies based on comparative analysis of the
existing definitions of media companies in business
and media industry specifics

. Classify media companies using different
approaches

. Analyze the existing methods of digital
maturity assessment

. Develop criteria of digital maturity in media
companies

2 MATERIALS AND METHODS

Data from open sources was used in this research.
Comparative analysis of definitions was performed to
define the term of digital transformation in media
companies. Criteria of digital maturity assessment
consider actual data and current studies in this topic

3 RESULTS AND DISCUSSION

Digitalization and computerization of the economy
continues a couple decades and have an influence on
whole industries. This process relates to the global
trend of digital transformation, which makes an impact
on changes inside company: business processes,
business models, organizational structure.

In media industry digital transformation start from
the customer behavior changes. And customer
influence on media industry is growing. Media
companies must collect more and more information
about their listeners/users to predict their desires and
retain them. Currently, users especially youth transfer
their time and attention to digital channels of content
distribution. Media companies should always change
themselves and make different experiments with their
business to retain users. Music and audio streaming
development replace traditional channels of content
distribution through TV, radio, press and press
companies to use and develop information
technologies. Despite radical changes in industry,
there are no existing definition of digital



transformation in media companies, that makes hard
to proceed the process and evaluate the effect.

This complex and radical process as companies’
digital transformation require exact definition for the
following reasons:

1.  There are multiple terms, which are similar
to digital transformation but have significant
difference. Besides digital transformation similar
terms exist, which are related to companies’ changes
(digitalization,  digital  development, digital
economy), that obstruct to understand the meaning
of the transformation process

2. Industry specifics. Companies from other
industries significantly differ from companies in
media because they have different business-
processes, business-models and approaches to
optimize them. Therefore, the definition of digital
transformation in media companies should be
specific to industry

3. The definition can help to create the
strategy of digital transformation. The definition is
necessary for those business directions, which
company must work to change the processes in. The
definition specifics will help to determine areas to
change.

4. It’s impossible to discuss criteria of digital
maturity, which is a part of digital transformation
without understanding the definition of digital
transformation in media companies.

During the analysis 14 definitions of digital
transformation in business were founded. Local and
foreign sources were used to find them. Definitions
were compared by four criteria: company efficiency
increasing, digital technologies usage, multilevel
changes, studying the personnel.

Based on the analysis, the most appropriate
definition was given by High School of Economics
«Qualitative changes in business processes and
methods of performing economic activity, which
lead to significant social-economic effects. To give
the definition of digital transformation in media
companies, features of media industry must be
considered. Besides, necessary parameters for the
definition must be defined.

Audience for media companies is a key driver of
radical changes. Digital transformation process
always considers customer specifics, because
financial and operational results must be improved,
and customers play key role in this process. Number
of customers and their characteristics are main
parameters to achieve strategic goals.

Digital media companies use two main business-
models, which were taken from traditional media:
advertisement model and subscription model. There

is an intermediate model — mixed model, which
combine advertisement and subscription model.
Digital technologies and innovative methods of
product and organization management help to improve
current business-models and develop new (merch
sales, offline-events, etc.) Therefore the definition of
digital transformation in media companies must
include specifics of companies business model.

Based on the industry specifics we can conclude
that digital transformation in media companies is a
process driven by consumer behavior of qualitative
changes in business-processes related to content
management, and/or advertisement or subscription
model improvement, and/or new business-model
creation based on digital products implementation and
lead to significant social-economic results and include
personnel studying.

After the definition was created, we need to
classify media companies, because it helps us to define
criteria of media companies’ digital maturity.

As a rule, in scientific sphere the topic of
concentration/consolidation processes in mass-media
is more popular, than media companies’ classification.
However, each country has political, economic, social,
and cultural specifics and mass-media concentration
reflects media companies’ strategic direction and
changes in asset structure. Global and national media
industries contain different approaches to media
companies’ classification. Main reasons of mass-
media concentration on the modern stage are:

e Continuing development of advertisement market
in Russia and in the world

e  World economy globalization trend, where media
holds key area

e |ICT development, which stimulate other industries
to quick growth

There is huge amount of research dedicated to
media industry concentration analysis. Concentration
can be on spatial direction or strategic direction.
Spatial direction includes methods how to increase the
number of assets under the media company. This
direction also includes subsegments depending on the
type of assets. There are research of V. Mosco and D.
Doyl, who explored this problem.

There are other theoretical concepts of
concentration - horizontal, vertical, and diagonal types
of spatial concentration. These concepts were also
used by Russian researchers.

Horizontal concentration is a group or union of
companies, which produce similar media content and
use one content distribution form.  Horizontal
concentration can be mono monomedia and polymedia
(radio + TV + press).



Vertical concentration is a group or union of
companies, which include more than one stage of
content production and distribution (film producer +
video streaming platform).

Diagonal/cross concentration is a group or union
of companies in media sphere, which produce
different types of content and use different types of
content distribution (radio, TV, press, video
streaming, internet-provider). This form of
concentration is the most common in the biggest
global media holdings, because it helps seamlessly
to distribute resources from profitable assets to
unprofitable and attract more advertisers from
different industries and reach as many as possible
segments of media industry. The biggest Russian
media holdings use the same type of concentration
(VGTRK, NMG, etc.) Specific type of diagonal
concentration is  cross industry  diagonal
concentration, in which media companies group
with companies from other industries. One of the
examples of this type of concentration is Gazprom-
media, because this company belongs to
Gazprombank and this bank belongs to Gazprom (oil
and gas company). Therefore, Gazprom has assets in
oil&gas industry, banking, media and many other
spheres.

Diagonal concentration also includes vertical
integration, the essence of which is the creation of
diverse large media holdings. At the same time, the
main idea of the approach is that the joint work of
diverse media companies will bring a greater effect
than their separate work.

The strategic direction is based on the
development of acquired assets. Thus, there are two
types of strategic concentration: active and passive.
An active approach involves increasing the number
of media assets to expand the marketing potential of
a media company. The passive approach is to use
media assets as a technical base.

This classification of the concentration of the
media industry affects important characteristics of
the media industry and companies in this industry,
however, in addition, there are differences between
media companies in terms of their type of capital,
type of ownership, state intervention in the business
of the media industry, etc.

Thus, it is possible to divide media companies
according to the type of capital involved: in one case
it is non-diversified, in the second case it is
diversified. Examples of the diversified capital of
media companies are Gazprom-media, Bloomberg,
MediaSet, since their main business is not media.
There is also reverse diversification, where media

companies buy companies from other industries to
grow the business.

To understand the type of media company and their
classification, it is necessary to define such similar
concepts as: concern, holding, conglomerate,
syndicate and cartel.

Concern is a group or association of enterprises
connected by common interests. Companies within the
concern retain economic independence and retain legal
entities. At the same time, among concerns is very
popular to have high centralization of management and
subordination.

Holding is a company that manages or controls the
activities of other enterprises. This type of company
means that one company has a controlling stake in
other companies included in the holding, which allows
it to control their activities and make decisions on the
development of these companies. The holding
company may not be engaged in the production of
content, but only own other assets.

Conglomerate is a partnership of diversified
companies that are present in different market sectors.
The conglomerate allows its member companies to
remain independent, which makes this type of media
association more flexible, as companies can interact
with enterprises from other industries.

A media syndicate is a group or association of
enterprises engaged in the production of a similar
product for sale through a single distribution network.
The syndicate establishes a general trading partnership
that enters into a sales agreement with each of the
members of the syndicate, which helps companies
within the syndicate compete with competitors outside
the syndicate.

Cartel is an association or group of producers or
consumers, by agreement on the volume of production
and sales, prices, markets. The goal of cartels is to
counter external competitors by combining the efforts
of companies within the cartel.

Two approaches can be used to segment media
companies: by the size of companies, by the variety of
content distribution channels. There are three
categories of media companies by size: federal media
companies, inter-regional media companies, and
regional media companies.

In addition to the type of enterprise, there are other
differences between the companies of media industry.
The most obvious is the form of ownership by the
capital of the company. In the media industry, there are
four forms of capital ownership - state, public,
commercial and hybrid. The state form implies that the
sole owner is the state. (Deutsche Welle, VGTRK,
etc.) The public form implies that the main source of
funding is taxes of the population, and the company is



managed by special departments formed from
different sectors of society (BBC, ARD, ZDF). The
hybrid model means that the media company is both
state-owned and privately owned. One such example
is Gazprom-media.

Thus, three approaches to classifying media
companies can be used: the essence of companies,
the essence of content in media companies, and the
development of media companies. The first
approach includes several segmentations: by the
prevalence of media companies (federal, regional,
and interregional media companies), by type of
organization (commercial and non-commercial
organization) and by the form of business companies
(Limited Liability Company, Joint Stock Company).
Additional segments of sub-segments can be the
structure of the company (concern, holding,
conglomerate, syndicate, cartel), state intervention
(receive subsidies from the state; do not receive
subsidies from the state) and positioning of the
media company (work with federal and regional
brands, work only with regional ones)

The approach related to the essence of content in
media companies can be divided into monomedia
segments (a media company works with one type of
content) and polymedia (working with many
different forms of content). The sub-segments of
such segments are possible types of content: radio,
press, TV and digital segment (video and audio
streaming, digital press, etc.)

The third approach, related to the development

of media companies, includes two main areas:
spatial development and strategic development.
Spatial development can be divided into horizontal,
vertical and  diagonal  (intrasectoral and
intersectoral). Strategic development can be divided
into active and passive.
Such approaches to the classification of companies,
as well as the definition of their digital
transformation, will help determine the specifics of
Russian media companies, as well as specific areas
of companies that need to be improved during digital
transformation. The classification of media
companies will help with further steps of the
dissertation, namely: analysis of the domestic media
industry and media companies, development of a
digital transformation model.

Table 1: Classification of media companies by entity.

Classification presented above reflects all possible
differences between media companies. Since companies
can vary greatly from each other, both in size and in
features of content and development, these factors must be

taken into account when compiling criteria of the digital
maturity of media companies.

After compiling a classification of media companies, it is
necessary to take a closer look at the current methods for
assessing digital maturity to identify common patterns and
compile an assessment of the digital maturity of media

Segmentation Media companies Media
approach segments companies
subsegments

The essence of media |Federal / Regional [Companies
companies in Russia  mediacompanies  [structure:

concern,
holding,
conglomerate,
syndicate,
cartel
Organization State
fype intervention
Commercial/non |(receive
rcommercial Subsidies
prganization from the
State/ do not
receive
subsidies
from the
State)
By the form of  [Positioning:
pusiness (work with
(Limited federal and
Liability reginal

Company/Joint  prands of
Stock Company)  |mass-media,

work only
Wwith regional
mass media
Media companies’ Polymedia Content
content essence VGTRK) types: TV,
Monomedia radio, Press,
Vedomosti) Digital
[Media companies’ Spatial Spatial
development essence development development
(Horizontal,
Vertical,
Diagonal)
Strategic Strategic
development development
. (Active,
Passive)

companies. Table 2 shows current methods for assessing
digital maturity.



Table 2: List of methods of digital maturity assessment.

Approach | The essence of the Comments
name aproach
National 7 factors influencing the | The
Index of development of digital indicator is
Digital technologies focused on
Economy | 5 factors influencing the | assessing
Developm | usage of digital the digital
ent technologies maturity of
(Rosatom) | 3 factors affecting the the  state,
impact of economic and | not the
social effects company.
The
approach is
based only
on the
developmen
t of digital
technologie
s
Typology | 7 archetypes: The
of digital Innovation Hubs, approach is
economy | Efficient Producing nationally
archetypes | Consumers, Leading oriented
(Huawei + | Service Providers, Focusing on
Arthur D Global Production the ICT
Little) Systems, Business market,
Hubs, ICT Patrons and which does
ICT Newbies not take into
account
other
industries
Methodol | 7 factors: The
ogy of non-digital foundations, | approach
Digital digital foundations, assesses the
Economy | digital sector, digital readiness of
Country power, digital business, | the state for
Assessme | digital citizens, total the digital
nt impact economy
Assessme | 11 groups of indicators: | The
nt of state policy and approach
digitalizati | regulation, human considers
on of capital, R&D, business only
Russian environment, industry
economic | cybersecurity, digital specifics
sectors sector, digital and does
(Rosatom) | infrastructure, digital not take into
government, healthcare, | account the
digital business, digital specifics of
citizens the
developmen
t of the
country and
companies
Methodol | Index consisting of sub- | Designed
ogy for indices of provision with | only for
assessing hardware, software, certain
the personnel industries.
readiness Only three

of indicators
industries included
for the
digital
economy
Forrester 4 sections (culture, The method
Digital technology, is based on
Maturity organization, insiders) a survey of
Model 4.0 | with 7 questions each company
employees
and
depends
only on
their
opinion
Company | Analysis of the Considers
Digital following areas: digital | only  the
Maturity culture and internal
Assessme | competencies; the level | state of the
nt of digitalization of company
(KMDA) business processes; and  does
data-driven not consider
management; digital external
infrastructure; customer | factors
experience and
marketing management;
value management of
products and services;
R&D and innovation.
KPMG Areas for evaluating The
Digital digital maturity: performanc
Aptitude vision of business e of the
Model* prospects; company is
digital trends; evaluated
level of implemented with
technologies industry
average
indicators
MIT 3 areas of There are
Digital transformation: difficulties
Business customer experience, in
Center operational processes transformin
and and business models. g all areas,
Capgemin as different
i companies
Consultin have
g different
levels of the
initial stage
of
digitalizatio
n.
Deloitte 5 dimensions: The model
Digital customers, strategy, proposes to
Maturity technology, production, | identify the
Model organizations and level of
organizational culture. digitized
Dimensions are divided | transactions
into 28 dimensions, in the total

volume of




which are divided into transactions
179 indicators in five key
areas
Digital 7 main categories (7 The model
Piano by musical notes): business | allows you
Global model, organizational to
Digital structure, people, determine
Business processes, IT the gap
Transform | capabilities, offerings, between the
ation interaction model target and
Center the existing
state for
each of the
categories
lonology Assessment in 5 areas: The main
company strategy and culture, goal is to
processes and develop a
innovation, people and strategic
customers, technology, strategy for
data and analytics the
organizatio
n
Industry 4 areas: resources, The index
Maturity information systems, focuses
Index 4.0 | culture, and only on the
Acatech organizational structure. | internal
by the performanc
German e of the
National company
Academy
of
Sciences
and
Technolog
y
Methodol 6 blocks: digital culture, | Orientation
ogy of personnel, processes, to the
CPSD and | and digital products, analysis of
RANEPA | models, data, internal
infrastructure and tools | indicators
of the
company
Maturity Survey list and a Targeting
model of a | calculator have been the most
digital developed to diagnose developed
manufactu | and identify the level of | enterprises
ring digital maturity. in the
company | Evaluation is carried out | industry
(Skolkovo | on a five-point scale
)

Thus, it is possible to ungroup the identified
methods into three groups: macro-level (national
level), meso-level (industry analysis) and micro-
level (enterprise analysis). Among the approaches
identified, there are some that use results at multiple
levels. (Rosatom, Deloitte). However, there is no
approach that takes into account all three levels.

Taking into account the identified features of the
media industry and media companies and

considering the current methods for assessing digital
maturity, it is necessary to develop our own method for
calculating this indicator. The following is a diagram
that reflects the position of the subjects that need to be
analyzed to determine the indicator of digital maturity
of a media company.

MACROLEVEL National National
Economy Economy
MESOLEVEL _Media
/j industry \
S i N\

Federal media
companies

Regional media

MICROLEVEL companies

Figure 2: Distribution of subjects for determining the
indicator of digital maturity by scale levels.

Thus, in order to determine the indicator of digital
maturity, it is necessary to consider indicators at all
three levels.

The macro level can be divided into two groups:
the national level and the regional economy. At the
same time, the factors that determine the indicator of
digital maturity may be the same for both groups.
These include:

e Economic and social effects affecting
competitiveness, new business models and service
quality

o Factors influencing the use of digital technologies

e Factors influencing the development and use of
digital technologies

At the meso level, the following factors can be
distinguished:

e Provision of the media industry with ICT
equipment

e Provision of the media industry with software

e Personnel potential of the industry

At the micro level, it is necessary to assess the state of

the media company in terms of digital maturity. To do

this, it is necessary to consider the factors combined
into several groups - "company factors”, "company
content factors" and "company development factors™.

The first group includes the following indicators:

« Digital culture and competencies;

» Level of digitalization of business processes;

» Data driven management;

+ Digital infrastructure;

« Management of client experience and marketing;

* Innovation.

The second group (content factors) includes:



» The share of the number of digital content types
created by the company in the total number of
content types

« Share of views/listenings/readings of digital
content from the total number of views

The third group (factor of company development)

includes:

» The share of digital measures (projects) in the
overall development strategy of the company
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