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Preface

Media crisis are as old as media themselves. Tiwauigtheir history media have
been subject to disruptive changes as well as hstant evolution imposed onto
them by technological and cultural changes. Undmdlipt printed media are
undergoing massive changes in all of Europe. Thesate anxieties and give room
to widespread fears on what degree of quality jalism can be funded in the
future. Should there be visible long-term changlesse will most certainly not be
limited to media as an industry but would rathefeef society as a whole.
Democracy is unthinkable without strong independeagazines and newspapers.

Publishers and there governing industry bodiesearly all EU member states paid
given much attention to structural changes in theld over recent years. They have
come up with a range of proposals to secure thepieiidence of journalism. These
proposals were relayed to national and Europeamékers and governments as
well as to third party companies such as Google Apple. These proposals are
different from state to state but have in commatesv that the issues at hand must
be taken seriously now and dealt with in a compmusive fashion to prevent the

downward spiraling of the likes that other printrkeds such as in the United States
have seen.

This paper attempts to give an overview over regacdnomic and political
developments in individual countries that are ctiamstic for different avenues to
tackling the problem. Even though the outlook milgitk a bit gloomy one must
remember that publishing has seen many such chyabeover the centuries.

The crisis is as old as the newspaper itself. Qawiiic example illustrates this:
When Johann Carolus published the first newspaper @00 years ago in
Strasbourg, it took only 12 days before he appedrefbre the mayor and
complained about copyists who shamelessly exploitesl work and sold
reproductions for a fraction of the original pridahannes Gutenberg, the inventor
of the book, went broke and died before his shakdreven. So insurmountable
was the complex economic task he had set out tdetadround the year 1900 a
large media crisis centered on the fear of trization. Some 50 years later the
existence of the newspaper was called into queshgntelevision. Creative
publishers and journalists survived all of thessrufitive events. While this is no
indication that the bell will never toll for primbedia it does suggest that grimming
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facts should be taken seriously and acted uponsbatld not lead to panic or
premature death claims.

Indeed, numbers from the print business look sageiin the period from 1964 to
2009 the number of newspapers in Germany for exarfefll by around 40 percent.
While there were 573 independent papers in 19642009 only 351 could be
counted. Circulation decreases slow but steadily2000 about 30 million copies
were sold in Germany on an average weekday. Tddayust over 25 million, and
until 2014, according to the "Global Entertainmearid Media Outlook" by
PricewaterhouseCoopers will decrease to about 2BomiPrint advertising will
decrease accordingly with 2011 probably being 32 below the 2006 level.

In 2010 for the first time in history revenue frooopy sales of German
newspapers surpassed sales from advertising amidopom meaning that the ever-
shrinking copy revenues are now even more stalde #d sales. The old rule of
thumb that two thirds of the revenue will come fraaavertising and one-third
from no longer holds true. Relations have reverseday the reader pays two thirds
and the advertisers on third with overall saleslidieg). This trend increases
budgetary pressure on newsrooms.

Nevertheless, the reach of newspapers in Eurajpessat a high level. German
newspapers for example reach 69.6 percent of thalation on a daily basis. This
means that just over 49 million Germans over 14rsyed age read a newspaper
every day. In the agegroup of 40 to 69 years tepaetive figure is 71 percent.
People between 14 and 19 vyears reach 53. Seven aiuien
Germans over 14 subscribe to or buy a regular nepesp These numbers show that
the industry slightly loses business but stillti®sg. Magazines and newspapers in
Germany account for 12 billion Euros sales per.year

Regulatory framewor k and political agenda of European publishers

In defense of their industry European newspaper magazine publishers are
jointly promoting a political agenda that centenstbe following statements. Listed
with bullet points are the issues formally adopbgd national associations and
aggregated by the European bodies. They represdmbad consensus that is
augmented by national initiatives at a nationaklelComment by the author is
provided in italic below the individual points.

» Respect for freedom of expression and freedomeptiess on all platforms
including digital media. Freedom of expression udahg freedom of the
press is recognized as a fundamental right botinéyCouncil of Europe and
by the European Union. Any restrictions on the daga of expression that
may be necessary for reasons of public interesildhme strictly limited by
strong legal and democratic safeguards.

Comment: There have been numerous attempts toffeedom of expression in
various member states. In Hungary a highly crieciznew media law passed in
December 2010 that makes state licenses mandatoryrfline media and
permits an executive media council to foray intotael offices to claim
material on editorial stories and sources. In m&sstern European states
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oligarchs have acquired leading news media to séme@ business interest. In
Turkey (not an EU member) the government has sexvadlti-billion Euro tax
claim to the country’s leading media publisher imave that was widely seen
as revenge for critical reporting. In Italy the pre minister owns the largest
media empire. In Spain and France the leading ssmapers have been sold
from traditional publishers to widely invested aptreneurs whose stance on
independence still has to be proven. In Denmarkadoonist and an entire
newspaper are under a fatwa after having publisaezhrtoon depicting Allah.
In Germany tapping of editorial phones have beeatered by courts as well as
searches of newsroom. While press freedom on &tdacale still is strong in
most European countries with the western statedimgathat tradition, the
respect for freedom of the press remains a valudedought for. Without
constant defense the degree of freedom would lessen

Respect for copyright and remuneration of contevwrieys. Strong copyright and
database protection is a vital pre-condition forsweimg that newspaper
publishers can continue to invest in content prtdacand develop financially
sustainable business models. It is essential teepre newspapers from third
party using editorial content without prior autlzation and remuneration.

Comment: Copyright is a key issue in transformingtpnto online business.
While printed products were always well protected @asy to protect digital
content is prone to copy and paste. High finangiakntives are to be won by
exploiting someone else’s intellectual property.

In a landmark resolution signed on June'2& Hamburg a wide number of
European publishers have signed a paper calling farre respect vis-a-vis
intellectual property. The paper which has comebw® know as “Hamburg
Declaration” has gained enormous attention and t&nseen as a turning point
in public debate on creative content on the interiitne declaration has since
been signed by hundreds of publishers and publishssociations around the
world.

The paper reads as follows:

Hamburg Declaration regarding intellectual properights

“The Internet offers immense opportunities to pssfenal journalism — but only
if the basis for profitability remains secure thghout the digital channels of
distribution. This is currently not the case.

Numerous providers are using the work of authouhlighers and broadcasters
without paying for it. Over the long term, this eéatens the production of high-
quality content and the existence of independemhgdism.

For this reason, we advocate strongly urgent improents in the protection of
intellectual property on the Internet.



Universal access to websites does not necessaapnmaccess at no cost.
We disagree with those who maintain that freedormf@irmation is only
established when everything is available at no.cost

Universal access to our services should be avalabut going forward we
no longer wish to be forced to give away our préypewnithout having
granted permission.

We therefore welcome the growing resolve of fedamdl state governments
all over the world to continue to support the paten of the rights of
authors, publishers and broadcasters on the Interne

There should be no parts of the Internet where lades not apply.
Legislators and governments at the national andrimational level should
protect more effectively the intellectual creati@i value by authors,
publishers and broadcasters. Unauthorized use teflectual property must
remain prohibited whatever the means of distributio

Ultimately, the fundamental principle that no demamy can thrive without
independent journalism must also apply to the Wa@vlde Web.”

(End of quote)

Through this initiative publisher clearly signall¢idat in the longer term the
division of labour will not work that is in placeday: On the one hand there
are people who create exclusive, quality conterl \great effort and high

investment, and then there are people who take ttreecontent and market
it without paying for it. At some point there whié no more investment in
content and, at the very end of the chain, seamfines will not have

anything attractive left to search for or market.

Better legal protection of publisher rights. Undentinental European law press
publishers do not have an own right on their woticl entitles them to follow
illegal copies as well as to give out licensesegal users. This discriminates
them against publishers in music, film, performanaatabases and numerous
other creative industries. While this lack of legadotection can only be
explained historically with no material academicstification whatsoever,
publishers in the Anglo-Saxon countries includihg United Kingdom enjoy
the benefits of a very different legal constructitwegally, publishers in the
Anglo-Saxon are authors of the work. They possés®si exactly the same
legal protection that authors do on the contin&etrman publishers have started
a widely noticed initiative to overcome this costiag approach and settle in
the middle. They propose to introduce a new scedatieighboring right for
publishers which

a) enables them to follow up on copyright infringarhon their on right
b) does not harm or limit the authors right.

Such a legal instrument does not have to be indertealready exists on the
form of neighboring rights in all other creativadustries. German government
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has promised to introduce such a publishers Figho the countries copyright
law and is performing the necessary lawmaking pdocgys right not.
Publishers on the continent argue that their gawents should follow this
model once it is in place. The European Commisssofollowing the project
closely and mulls a European directive to thisaff@Vhile this is promising for
publishers it remains to be seen whether lawmaketsally live up to their
promise.

Comment: This important project needs to be dedaite more specific terms
due to the complexity of the legal issues at hardtithe potentially far reaching
implications of the proposed change in law.

Historic background

Discussions about specific legal protection for |@Hers are not just a
matter of recent time. In Germany, this issue hesnbdiscussed since the
mid 1960s however without such a publisher righinfpeimplemented
through legislation. In other states, especiallyGneat Britain publishers
have long been in possession of a specific copypigitection.

A legal comparison of various EU member shows tiferdnces in
copyright laws:

1. Germany

The German Copyright Act ("Copyright Act”) was s 1965. Then as
now, it granted two categories of rights:

» Copyright: First, it gives the creators of workge the authors,
journalists, composers, film directors, etc.) a yoght for their work

* Neighboring rights: Second, it accords some pe@glditional rights to
their performances or collection of others’ workger though they are
not authors of the works themselves.

The following list shows all currently existing gleboring rights including
the date of their introduction:

' The legal terms ,publishers’ right* and ,neighboring rights* are used as synonyms in this
paper. They describe a legal concept attributing copyright protection not only to the author of a
work but also to his publisher because without his investment, brand and organization the work
would have not appeared on the market. An example from music illustrates the idea: A singer
performing a song he or she did not compose would not be getting any royalties from radio play
if it were not for his “neighboring right”. Since he is not the author of the work he cannot claim
copyright fees for any distribution, copying or public display of the work. To be even more
concrete: Madonna performing “American Pie” would not receive royalties as covering artist if it
were not for the neighboring right. When the song is played by a radio station Don McLean
receives royalties as composer of text and music while Madonna collects money as “publisher”.
Without her contribution there would not be airplay of this cover version. Authors’ rights and
publishers’ rights are designed in such a way that they do not interfere with each other. This is a
classic example of a “positive sum play”. Most creative industries have been granted
equivalents. The only major creative branch in Continental Europe without a publishers’ right is
the press.



*« Performers 1965

* Event promoters 1965
* Film producers 1965

* Record producers 1965
» Broadcasting organizations 1965
» Scientific publications 1965
» Editor posthumous 1965
e Database publishers 1997

The introduction of the various performance rigitas justified in many
cases by technical innovations. This is particyldrue for the protection of
record producers. With the invention of the gramaphrecord in 1877 and
the subsequent success of this medium in the 2atly century the new
field of audio piracy flourished since it was teally easy to press new
bootleg copies and sell them without paying rogaltiGerman courts to
which the record companies complained in 1910 racaagl this. It argued
on the grounds of a purely derivative right borralMey the author. This
approach quickly proved to be rather ineffectiviisTied to the creation of
the Copyright Act in 1965 in which the record comipa’ own performance
right is granted. Such a right is even the mordifiesl today where the
production of digital copies has become indefigitelore easy.

For much the same reasons at became evident ibebmning of the 20
century that the performing artist needed equivaf@otection because his
work was by no ways protected by existing rules.pg¢irformance is clearly
not identical to the work of the author he perforrAsneighboring right for
performing artists was introduced as has been atglever since.

The same applies to the database publisher. Wighaitivent of digital
technology collecting and providing of diverse dajained enormous
economic importance. As digitalization brings witithe danger to make
effortless reproductions the one who invests timd aoney into the
collection and presentation of data is particulanylnerable. For this
reason, in 1997 the legislature created a correspog right for the
database publisher.

While press publishers fulfill most of the critedfall other beneficiaries of
neighboring rights are among they are also at masgisk seeing the
unauthorized duplication of their products througtird parties made
possible through new technologies. Neverthelesgisl&ure had until
recently failed to act in this pressing issue.

The debate around introducing a neighboring rigit publishers had long
been limited to book publishers. For their part kqaublishers rejected the



idea of a specific neighboring right since they arery well protected
through a specific Publishing Act that puts theto ia strong legal position
and has made possible a thriving and highly divések market.

It was only recently that German publishers unanistp called for a
publishers right and won the support of the rulihigeral-conservative
government. A provision is expected to be introduc® the law during the
current legislative period ending 2013.

To illustrate what a neighboring right for pressipishers could look like,
quoted below is the central clause of the recorddpcer right which in
many respects has legal parallels to the pressiglubdls’ case. The clause
reads:

“The producer of a record has the exclusive rightcopy the record, to
distribute it and to make it available to the peblHas the record been
produced by a company then this company is coreidproducer of the
record. This right is not instituted through megyging of the record.”

These three short sentences make clear that ndonée publisher may
commercially exploit the record and that the shéard possibly illegal)
copying of an existing record does not make the/isb@ publisher in the
legal sentence. Over the decades this paragrapkthénlaw has proven
strong and effective. It has set the frame for ptiom and growth of a
thriving music industry which has only recentlytlds step mainly due to
the lack of control of illegal copies on the intetn

2. United Kingdom

Since 1956 in the United Kingdom a so-called puieli's right exists under
which typographic design and layout of publishedi@ds are protected,
Section 1 (1) of the UK Copyright, Designs and Rtsté\ct states:

Copyright and copyright works

(1) Copyright is a property right which subsistsancordance with
this Part in the following descriptions of work

(a) original literary, dramatic, musical or artistiworks,
(b) sound recordings, filmg$-flor broadcasts], and

(c) the typographical arrangement of publishedieds.

A reason for the introduction of this right was tlag@id expansion of illegal
copies of original works the f'%century. Protected by the Publisher's Right
are the reproduction and dissemination of worksti@rmore, protection is
granted against certain acts of contributory infygment. The publisher's
right expires after 25 years and is subject to @ertoarriers. An important
example is the fair use of copies for the purpasfesesearch or private
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study or critical judgment or short reporting inwe. Certain forms of use
in libraries and public government are also prigés.

Unsolved in the United Kingdom is the neighboringht for digital
editions. Since the neighboring right anchors opotyraphic design its
application to the web has proven difficult becadssign there is a matter
of frequent and easy change through aggregatorsraaders. Ways have
to be found and are being discussed on how to $bisdegal and practical
problem. A European directive as an umbrella apptodowards the
fragmented legal situation throughout Europe migata solution.

3. Other countries

French President Nicloas Sarkozy has recently remended in a Green
Paper comprehensive measures to strengthen prdsssipers in France.
This involves the creation of a separate statuteofdine press publishers.
The purpose of this statute is the create equaliiyh traditional print

publishers, in particular with regard to state sithes and tax reliefs. In
addition, the copyrights of the press publishers tar be strengthened.

In Finland, for a long time it has been debated thbe to launch a legal
protection for publishers. This was on the tabletle 1980s and has
resurfaced again now on demand of the press pudbshParliament is in
the process of drafting a neighboring right.

Greece and Portugal already have neighboring riglais press publishers
even through its expansion to online media areudegh There is a press
levy that is being with collected with the eleatyidills.

The influence of British law has also prompted drel, Australia,
Bangladesh, India, New Zealand, Pakistan and Siagapo grant strong
copyright protection to publishers.

Fair competition in the advertising market. Givéie fact that newspapers
depend on advertising for a significant proport@intheir revenues, fair
rules and a level playing field are indispensalale dnabling newspapers’
financial sustainability. Publishers are especialbncerned about unfair
competition from online search engines.

Comment: A number of European publisher associatiorcluding the
German newspaper and magazine publishers havedilieimal complaint
with the European Union against Google for abuseaagharket dominant
position in regards to “fair search”. This move lketts deep concerns about
Google’s consistent business practice of favorimgrtown products from
other markets such as maps, movie listings, priceparison or travel
information by giving them undue and unjustifiedghhranking in search
result. Google's Search Engine does not only dotaittee search market. It
is an essential facility for participation in onBnmarkets. It cannot be
duplicated. Google operates this bottleneck faciand at the same time
offers services that depend on the bottleneck ¢atia markets). This
vertical expansion creates an economic incentive@oogle to rank its
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products higher than competitor offers. Publishéesnand that Google must
in particular offer its indexing service to all wate operators at the same
terms as for its own services. Google may not disggs own content in a
better position than those of equivalent conterwvpters. Furthermore
Google should ensure a search that is objectivendparent and free of
arbitrariness in every respecthe preferential treatment of Google's web
pages constitutes unequal treatment of other comesviders. Examples:
Icons and OneBoxes, Universals, news agency reptorts

The arguments of the publishers’ complaint in naetail:

1. Google earns over five times more than all miiig houses combined
with online advertising. With AdWords advertiserseplaced next to
organic searches alone, Google generates revemu&germany in excess of
EUR 1 billion annually. These revenues are fiveeirhigher than the EUR
200 million generated by all German press publisheombined from any
form of advertising on their online news portals.

2. Google's income is derived from content produoedhird parties. The
basis for Google's business model and the proéiteegated under this model
is the showing of content that has been producedthgr companies —
including press publishers — and placed on therirge for Internet users
with the aim of acquiring advertising customers ttoeir own web page and
strengthening their own brand. Google hinders pqagslishers in achieving
these objectives because Google appropriates Whaik and places it in the
service of Google's own financial objectives. Byl@ting third-party work,
Google has succeeded in acquiring the most adusgtiscustomers
worldwide and establishing the world’s strongestrm. Google did not ask
the press publishers for permission to adopt theterat produced by them.
Nor does Google offer them any share in the adsiagirevenues generated
from using their content.

3. Google's search service was initially acceptatde content providers,
since Google limited itself to acting as a completagy and neutral traffic
intermediary. The monetization of content provideerk by Google was
acceptable for them as long as Google limitedfitteb complementary role
as a neutral intermediary between content providerd Internet users and
did not offer any own content. Navigation of Intfrnsers — controlled by a
neutral algorithm — to the content sought by themtmout substituting such
content also benefited the content providers. Thgeeted "intermediary
services" for traffic for a long time prevented mpatontent providers from
resisting the monetization of their content by shangines. One reason for
this was also the premise that search engines daompete with content
providers since the former operate on the markets&arch-based online
advertising and the latter operate on the separagrket for non-search-
based online advertising.

4. The complementary nature of search engines iatioea to content

providers was the basis for the copyright approvfikearch engines in the
Paperboy judgment by the German Federal Court atide (BGH). When
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one publishing house actually did bring proceediagainst the adoption of
its data by a minor news aggregator called "Papgirbohe German Federal
Court of Justice (BGH) refused copyright protectiand fair trading
protection in 2003 in a judgment of the same namke BGH emphasized
the complementary relationship between news aggoegand content web
pages. Its judgment was based on the explicit mernthat: "Use of the
database [by content providers] is not substitubgd/the aggregator], but,
at most, stimulated."

5. Today, Google no longer complements the wodonfent providers, but
instead substitutes it with its own content andteonportals, which Google
even ranks higher. Today, Google therefore hak litt common with the
role of a neutral intermediary that is only compkartary and operates
between Internet users and content providers. Tdschmodel underlying
the Paperboy judgment of a search engine in gersrdla news aggregator
specifically has nothing whatsoever to do with thanner in which the
Google platform operates today and the financiahfipursued by Google
with this model. Google moved on from the basicehodder the Paperboy
judgment a long time ago and has begun to contipuakpand its
proprietary content portals in order to integrateself vertically into the
content markets and to substitute content providéing development of the
Google platform from a (complementary) content rimediary into a
(substitutable) provider of content and contenttalsrreveals an aspect that
is of great importance when assessing this mattdeuantitrust law. By the
preferential treatment of its own content and plsrtdarough Web Search,
the entrepreneurial development of competing cdanpeaviders is being
hindered. At the same time, Google consistentlytimoes to monetize
content produced by third parties.

6. Due to Google's market power, content provideday can in actual fact
no longer avoid hindrance and exploitation by G@dboogle's expansion
into content markets largely using content produedhird parties is suited
to deprive content providers and content producessonly of the financial

basis for their own Internet presence, but alsodtmage any financial
potential to produce content. This conclusion by mmans applies
exclusively to press publishers, but also to thé@rercontent-producing

media industry. Despite this situation, most conggmmlo not believe they
are able to avoid the damage by the Google systaterutheir own steam.
As a consequence of the extreme importance of €dbfglb Search as a
standard gatekeeper on the Internet, they are amstdependent on the
inclusion and fair reproduction of their web addses in the Google index
and therefore dependent on Google.

7. Google refuses to adjust its conduct in linéhwiite framework conditions
that it changed itself. The financial framework ditions — which were
largely changed by Google itself (also and in partar in antitrust law

terms) — require a reevaluation of the relationshggtween content
providers and Google. The interests of the conpoviders must be re-
weighted and the adverse effects caused by Googi¢ Ibe reduced. This
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reevaluation is not only in the interests of indival press publishers or
media companies. Rather, it has a fundamental dsiroan The Basic Law
(Grundgesetz) guarantees freedom and diversitywfian based on orderly
economic competition amongst media companies. @@oglirrent business
model, which has changed radically compared toitigal one, adversely
affects undistorted competition and will in the med term have adverse
consequences for diversity of opinion, whose Comitarket law basis is
functioning economic competition between separatdighing houses and
media enterprises.

Fair access to digital distribution platforms. Dédimarketplaces providing
sales opportunities for publishers should be operall participants, ask for
a reasonable profit share and should not try toapolize costumer data in
order to break up the direct relationship betweemlishers and their
audience. Publishers are especially concerned aqaple Inc.’s changes in
their AppStore rules that are to come into effad summer.

Comment: Due to Apple’s recent announcement tofsnté contract terms
while introducing a new subscription service fopappublishers throughout
Europe have discussed and reviewed their relatipnglith Apple. Various
associations and individual publishers have suladitvish lists to Apple on
how further business relations should be shapedy Have also sent copies
of these lists to their national legislature andttee European Union. The
following list compromises most of the points thave been made to keep
this critical infrastructure fair and open to evenye.

1) Payment

The one-click-buying via iTunes payment represemithout doubt an
attractive way to buy apps and in-app-content. Reigg customer
satisfaction, publishers prefer giving their custnthe choice, which way
he wants to choose for paying — and would encourggae to search for a
possibility for a payment decision that clearlyslien the side of the
customer. A possible model could be a way thatrsfégtions both in
publishers’ 10S-Apps and corresponding publishexgbsites: iTunes or
payment via the publisher (direct debit, creditaiarvoucher...etc.). Thus,
the customer would have on both ways a clear choidach payment
system meets his expectations.

2) Data

Publishers welcome plans to invite App Store custento opt for data
sharing with publishers. Under most European datatgxrtion laws the
check mark cannot be set as default but has to dbeedy clicked and
represents a barrier which will be activated by yal small percentage of
the customers. But publishers know from other lassies that consumers
are willing to share even more data than name anibé address once they
have decided to do this in the first place. Puldishtherefore suggest to let
consumers calibrate their data opt-in. In ordeinarease the attractiveness
of activated opt-ins, it should be possible to amtrfunctionalities of the
App (comments to articles, for example) to the dsagreement. A second
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important aspect for customers lies on servicegarding questions and
problems raising through our apps — especially thetivation of

subscriptions — publishers are not able to underdtavhich products they
have bought without asking them extensively byraktienes. Removing
this obstacle would enhance the app-experiencAp@Store-Costumers.

3) Pricing

Publishers have deep knowledge of customers atichbthey are willing to
pay for each product and subscription scheme. Tayld like to share this
knowledge with the iOS world. In order to do s@ytishould be allowed as
publishers to have the full flexibility in pricinghe limitation by pricing
points (“Apple Pricing Matrix”) is cumbersome foruplishers. If for
strategic or technical reasons Apple does not vpartlishers to differ from
the matrix, they suggest to introduce additionaln® Moreover, under
European law it is not mandatory to terminate suipsions automatically
in case of a rise in prices. Customers are usegkteive information about
the increase, which they can disagree by a missmgsent. This legal
opportunity should be used to increase the lifetihgubscriptions.

4) Promotion

Publishers understand that Apple has an interegtppStore prices that are
similar with those on websites. This scheme, wisidomparable with fixed
retail price for books, newspapers and magazines well known by
publishers and generally speaking, they supporteidentity on different
marketplaces representing an important elementustamers’ satisfaction
and confidence. But flexible pricing is important §rowing subscription
business. The pricing matrix does not accommodgiteer special rates for
timely and geographically defined offers nor disu®ad bundles for new
customers, special rates for students, existing@ufitions, employees etc.
Apple could also benefit from allowing more flekipiin pricing; it is
possible for publishers to offer promotions onlythe App Store, but not on
their websites. With the existing pricing scheris, would not be feasible.

5) Revenue Share

Publishers are generally open for cooperation thapen their
apps/publications to the customer base and hon@sehactivities of
partners. Therefore, there is no doubt that Apple,the operator of the
marketplace iTunes/App Store, should generate @mactve revenue share
as mediator and partner who creates reach to ouypsapnd brings new
customers to us. But from a publisher’s perspectivere is a need to differ
between new and existing customers. The first msehof an app,
respectively an in-app-subscription, should be gaida 30% revenue share
to Apple. Every following payment within a subsiioip does not present
the same intensive acquisition efforts by Apple paoable with new
customers. In existing print models publishers dbpay any revenue share
to any marketer or platform when a costumer probohts subscription. But
as publishers honor the iOS-world’s achievement amd are willing to
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support further investments, they see a fair stiaraeturning business at
10% for Apple.

6) B2B-business

The newspaper and magazine business consistsigaificent part of B2B-
businesses. A number of business costumers suclrla®s or hotels
approached publishers asking for large quantitiésops. These customers
are differing from B2C-customers by two importargpects: (i) they
purchase large quantities and therefore rightly dewh a discount and (ii)
they want to do this fast and easy. At this morpahbtishers cannot satisfy
this demand via the iTunes store since they camwfifer bulk pricing.
Moreover, the clients have to buy a subscriptioneeery single iPad by
iTunes. This is very cumbersome when done for lqugatities. Publishers
are looking forward for a solution, for example, lyying one code, which
can be activated for x devices for a limited time.

7) Bundles

Publishers would like to bundle apps with otherdurcts of our brands, but
as well with the iPad for attractive offers for ocmstomers. An example for
such a bundle would be an offer that combines iaatkts, subscriptions of
our print titles and apps. Such bundles can eveoite interesting ways of

distribution for publishers and for Apple. Publiskeunderstand the new
rules for in-app-subscriptions in this way that psbers can offer the same
conditions via their traditional distribution chaats, if they offer the same
conditions in the app via iTunes. However, refagrito such a bundle

mentioned above, the highest amount falls upormtbethly rates for the

iPad’s hardware costs. If publishers have alsodg 0% revenue share on
these bundling rates to iTunes, these offeringddcaaver be refinanced.
And should such bundles be only possible, if thesewalso offered in the

App Store, the 30% revenue share should only applige app part of the

bundle.

8) Approval of apps

The amazing customer satisfaction of the App Slareés relies on the fact
that all content is checked by Apple regardingté@shnical compatibility
(‘app review’). At the same time professional apgblshers need to
frequently release updates for purposes of debygggind amelioration. The
review process sometimes proves to be a bottlefadidishers therefore
suggest a faster, more transparent and documentttiad available key
account customers. This could translate into aefdst no review of
updates of ‘trusted developers’.

Freedom of commercial communication. Any bans @ndéstrictions on
advertising can have serious and negative impactsesvspapers’ financial
sustainability, as they push potential advertigais finding alternative ways
to market their products. EU decision makers mhstefore prevent any
advertising restrictions or bans in the interedtsnaintaining a free and
pluralistic press.
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Comment: An upcoming review of the Car LabelingeBlive, which is

foreseen for 2011/2012, poses again the threattti@existing information
requirements in advertisements will be further exqeal. It is quite sure that
in the review energy efficiency classes and lafoglsars will be introduced.
One can be equally sure that these labels will avee displayed to all car
buyers before the purchase decision (in the shomromanufacturers
brochures etc.) The question at stake is whetheh dabels will as well

become obligatory in media advertising.

Publishers argue that European lawmakers should osppany future
attempts to impose further restrictions on medigeatising. Their support is
crucial for safeguarding the conditions necessayy & free and vibrant
press. In the course of the digitization the pressconfronted with
challenges of so far unknown extent. Even though aeline business
models are very successful when it comes to aitiaceaders it is still
unclear how the technology-neutrally disseminategbg in print and online
can be sustainably financed. Advertisement resgtrist threaten the
financing of the free press and are counterprodigctfor a successful
climate policy.

Furthermore, the free press is an indispensablenetg of fighting climate
change in Europe. Magazines and newspapers in Eureport every day
about all aspects of climate change, energy effogyre and other
environmental topics. They raise consumer awarenggh regard to
protecting the environment and are a major engioe dehavior change.
Advertising is indispensable for financing the fia®d independent press.
Revenues from advertising constitute about 50%efricome of the printed
press and even up to 100% of the income of the@pliess. With regard to
the technological developments and the increaseaglership of the online
press advertising revenues are getting even mogritant. Advertising
restrictions are a severe threat to the financinf the press. If the
advertising message has to be linked with negaftif@mation about the
product — like a negative energy efficiency labmlybe even an eye-
catching one — the advertising message will be dgdar lost. Advertisers
will not place adverts that have to highlight negataspects of the product.
Negative advertising is a contradiction in itself.

Advertisement restrictions are counterproductive & successful climate
policy. The decrease of revenues from advertistagls in the end to a loss
of editorial content, also about climate change asttier environmental
issues. As a result a vital element of a success$iuite policy would be
lost. An informed purchase decision can be guaethteithout damaging
media advertising. This is possible through mandaiaformation in the
showroom. Furthermore there are already variousroleds through which
consumers are informed about the energy efficietikg for example
manufacturer’s brochures, test reports etc. Comgarethese channels the
task of advertisement is limited. Advertisementsinoa provide all
information necessary for a purchase decision. IBhbrs therefore hope
for your support against an expansion of the exgstiinformation
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requirements in car advertisements but also regaydither proposals that
foresee mandatory information in media advertising.

Balanced approach to data protection. Newspapefispebs take very
seriously the need to protect the data and reshecprivacy of their users
and customers. ENPA recommends that the EU institsit rather than
seeking to change the relevant EU legislation, khaostead focus on
ensuring that existing rules are respected eqbgligll actors. Selfregulation
can also be an effective means to address usersénts.

Comment: In light of various data theft scandalsiorzal regulators as well

as the European Union have passed legislation ddimgnstrong opt-ins

from consumers before being solicited by mail aorgh Publishers criticize

that these issues are completely unrelated: Da#dt thvhich has for long

been illegal does warrant stronger rules for optAor do more opt-ins help
to solve data security problems. Under politicaégsure to act lawmakers
did nevertheless pass opt-in regulation with Germi@ading the movement.
Publishers now have to ask even their own subswribefore they can send
them additional offers i.e. for prolongation of sghptions, books or any
other commercial activity they conduct under tlmim brand.

This has — contrary to what regulators had hoped-fded to an increase
rather than a decrease of marketing activity beeapsblishing companies
still have to reach their business targets even eundhore difficult
circumstances. Costumers obviously to forget tor@pp further marketing
approaches even if they are willing to receive th&y rule of thumb it
might be said that every layer of mandatory optreduces potential
costumer feedback by 80-90 percent. This has direserjuences on the
economies of newspapers who are already fightingowa structural
problems. National quality newspaper such as DIELW (Berlin) now
spend the cost equivalent of 10 editorial staffigpmss per year just to
maintain their number of incoming subscriptions toake up for
cancellations. Publishers have ever since argued tlata protection laws
should a) be closely targeted at the problems Hreytrying to solve, b) be
handled by self-regulation wherever possible andakp into account the
economic difficulties print media encounters alrpadeU and national
governments have signaled sympathy and claim wgrtbnsupport free
press for the sake of a functioning democracy lawemot yet walked their
talk. Consumer protection and anything that lookse lit enjoys more
political support.

Zero VAT rate for newspapers on all platforms. ldgeanewspapers should

be under a zero VAT rate, whether in their printedl digital versions.

Newspapers foster the democratic debate and presdoim, contribute to

education and media literacy, promote pluralism dindrsity. In order to be

able to fulfil this mission, all citizens should béle to buy newspapers at
the lowest price. This is only possible if the VAdte is maintained to the
lowest level, ideally zero.
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Ensure application of competition rules as regdh#sdigital activities of
public broadcasters. It is the task of the EU tostins to ensure that the
revised Communication on State Aid to Public SexvBroadcasters is
properly implemented and respected by public serimadcasters in all
Member States. However, publishers call for incedaawareness at EU
level as the situation in certain EU countries haischanged: public service
broadcasters keep on extending their activitiepe@ally in the digital
environment, at the detriment of the private medector, including
newspaper publishers. The role of public serviceaticasters should be
clearly defined and limited.

Comment: Public television in Germany is fundedbyandatory levy paid
by every household of around 18 Euros per montte fiblic broadcast
system employs 24.000 people and has a yearly bofigame 8.5 billion
euros. For this money ARD and ZDF as the main pulmMoadcasters send
around half a million minutes of annual TV progrémthe transmitter only
on their main channels. An additional 4 million mmies is provided by
regional services. Each 24-hour day of the yearssedeed of 456 hours
public programming. It would take 19 parallel livéas see all of this
simultaneously. Public radio airs over 32 millioninutes a year. This
accounts to 60 parallel lives needed to consumefathis.

The United Kingdom is among the first European toes to rigorously try
to trim public radio and television. Much less mpi® spent on the system.
Only 1,8 billion Pounds flow to TV programming. Aaler number of
stations allows to concentrate on quality and k&tiens. BBC operates
only BBC One, BBC Two, BBC Three, BBC Four, angeékisal interest
channels. German ARD and ZDF operate more than atiomal TV
channels plus 22 regional services. BBC radio @aril6é channels, ARD
alone six times as much. The BBC has elected “Isessore” as its new
motto. Publishers throughout continental Europe ivilar to convince
regulators to put similar constraints on their pighbroadcasters in order to
fight squeeze-out effect on private press. Thisllisthe more pressing
because public broadcasters have long since dedidetygressively enter
the online market and fight private websites fordiances. Public
broadcasters today are powerful competitors onranlnarkets even though
they do not have to refinance their efforts throaglertising but rather levy
all costs on the general public if they like thegmram or not.

Publishers the following propositions to regulataie help find a new
balance between the private and the public sector:

1. Fees should exclusively finance public radio atedevision All
advertising and sponsorship should be banned.

2. Mobile services such as apps should be offeved fprice, not for free.
New markets like mobile should not be develope pitblic money for
public companies. Public broadcasters should beva#id to enter the
mobile arena but should charge for their content.
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3. On the open web public broadcasters should devglaid content
models. They cannot ask the general public to pawlf online expansion
with a forced levy.

4. Public broadcasters should decrease their nunatbehannels.
5. Public broadcasters’ budgets should not risevabgeneral inflation rate.

6. Strict corporate governance should be imposegunlic broadcasters.
Members of governments, administrations and pu#iwice should not be
part of the governing bodies to avoid political dagencies.

« Balanced approach to responsibility for user-gdaedraontent. Newspaper
publishers are legally responsible for the editosiad professional content
available on paper and digital versions. Howevahlighers also rely on the
balanced approach of the E-commerce Directive, céalhe when user
generated content is posted on their website. Hve BU Digital Agenda
should not question or increase publishers’ ligbifor content posted by
users on which they have no control.

« Promoting media literacy in the digital environmemNewspapers are
essential actors of the knowledge economy becausdispers actively
participate to young people education through métheacy programs and
provide a platform for public debate to the yoummeration, whether in the
paper or in the digital environment. The EU 202@tsgy which focuses
particularly on education and knowledge as factorgrowth should reflect
the newspapers’ role in this area

Implications of technology on the development of European media

David Gelernter, Professor of Computer Sciencesas University, reminded the
media and technology industries that revolutions far from over when their
contemporaries think they are. He illustrated thith an example from history: In
1791 most people were convinced that the IndustRelolution was over.
According to general understanding, it was alrepdst of history. People at the
time believed that the world had already changed riadical way. Machine-driven
spinning-wheels and weaving looms, coal-fired fergend James Watt's steam
engines were revolutionising production. In 1791l Hutton wrote: “The
changes are so impressive that a truth-loving autho scarcely believe them”.
Arthur Young marvelled at “the progress that Brithas made in the past 20 years”
— progress above all in freedom. And Adam Smith ddeebhdy recognised what was
happening fifteen years earlier, when he raved tatimi“general prosperity” that
industrialisation had brought with it. But in trutthe real revolution was still to
happen. When people thought it was all over, thvesee still no trains running,
Manchester was still an insignificant little towand mass production and the
industrial division of labour had still not beenvamted. Most people were
economically tied to their hometowns and the numdfeproducts they could
choose from was severely limited. “At that time thdustrial Revolution was only
just building up steam”, wrote Gelernter. “The lhgng came later. 1991 is like
1791".
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Changes are that technological developments wiiecanore quickly and be more

radical than we expect today. The changes in coaigmh habits, on the other hand,
will be slower and less radical than many peopésligt. Machines change quickly,

people slowly. It is clear that technology is beaaypfaster and cheaper. In 1990 a
3.5-inch hard drive could store around 100 megabgtedata. By the turn of the

21% century it could hold around 50 gigabytes. In 2@0&as 500 gigabytes and

today the same size of device can store 2 terabdtdke beginning of the 1990s a
device with a 1-gigabyte capacity still cost ovdr,GD0. In 1995 it cost around

£100, below £10 in the year 2000 and nowadayssitsdoetween 1 and 2 pence.

Experts assume that in five years’ time it will tleeaper to manufacture electronic
paper than to produce a single copy of a newsp@peomputer chip for such a
reading device only costs 2 cents now. Will thevensbe disposable electronic
paper? Will we be able to roll up this electronappr and place it a jacket pocket,
like a ballpoint pen? Will there be giant screesgtan as transparencies that we
can use like wallpaper, to cover the walls of otudis, living rooms and
bedrooms? Will we write emails, watch televisiomitevtexts and read newspapers
on these giant, almost omnipresent screens? \Witetlkever be glasses that let us
see and process things in 3D all the time, everyaviaee go? Will there be a time
when implanted chips take charge of everythingunhlwrains and on the surface of
our eyes? These are questions that have to be askeat least partly answered by
media.

Devices are becoming much flatter and can perhams Be flexible to fold or roll
up like a traditional newspaper. According to aerdgcforecast by hardware
manufacturers, in five years electronic paper Ww#él cheaper than producing a
single newspaper edition today.

Particularly rapidly the development of mobile mmet is taken place. Mobile
telephony is the fastest growing technology in thstory of communication.
Twenty years ago the world had only 16 million nelphones, today there are
over 4 billion, more than 60 percent of the worlapulation. In three years time a
third of all mobile phones will be smartphones wi#tst Internet access. Mobile
internet leaves his sister — the landline — faritekhToday are as much data each
month going through mobile phones and laptops &6 20 an entire year. The
global market for mobile data services increasethfB6 billion dollars in 2008 to
94 billion in 2014 — now it makes up almost as mashhe gross national product
of New Zealand. Mobile web on its way to the masskat.

These innovations and trends open a new chapjeuiinalism:

1. In the nineteenth century, the journalist was siopeto the reader. He
decided what was important. He told the reader toownderstand the world.
Journalism had a deeply pedagogic, top-down impdike way in which
content was presented only strengthened this @gtiflihe layout was spartan
and the reader had to fight his way through a tasésmall-print. Headlines
seldom revealed what the article was actually abloubrder to reach the
truth, the reader had to ‘work his way through’ ti@wvspaper. The editor
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showed his readers the way. The intellectual hibsarwas like the
relationship between a worker and a boss.

2. In the twentieth century, journalists and readeesevequals. Editors realised
that there was no more benefit to be gained frodogtrination or from
making the reading of newspapers a spiritual egercrhey began to adapt
the reader’s interests. The news was emotionaléetl personalised, in
short: it was tabloidised, even in the so-calledligy press. Layout became
increasingly important. Visual effects, photos, icaures, drawings and
step-by-step diagrams were used to aid the readenderstanding.
Headlines had to be as engaging as possible, anktisoes even
sensational. The goal was to grab the reader’staite In the second half of
the century more and more importance was given user-value’: to
information that had a practical use for the reamteeven created so-called
‘added-value’. The editor gave up his positionhe preacher’s pulpit or at
the front of the classroom and became the reaégusl. Everyone was on
the same footing, to a certain extent.

3. In the twenty-first century, online journalism seddy made the reader the
editor's superior. The reader now tells the editdrat he is interested in.
Real-time market research is possible by constanégsuring clickthrough
rates. The editor can find out immediately what duslience want more of
and what they want less of. The reader can intevdhtthe editor and voice
his opinions. In fact, it is not unusual for thatedal staff to tell the reader
what he wants to hear. The editor and the repbgeome service-providers.
At the click of a mouse, the reader can determhe direction of the
journalist’'s gaze. In the digital world the old faechy has been turned on its
head. The reader is now the chief and the editoisisubordinate.

The new digital media and channels have multiptresl number of people that
are reached with press products every day. Prdyiotsaders were reached
exactly once a day: at the breakfast table. Eveaytdhe print edition is read

mainly in the morning at home and on the way to kwddnline usage is

different. After a brief peak in the early mornirige numbers rise sharply in the
first office hours. During lunch break they reableit absolute peak. With the
advent of tablet computers a new peak was madebpmsBeople check PDF
version of tomorrow’s papers on their iPads befyimg to bed. All of this was

unthinkable in the print age and has led to a wegansion of reach and
readership.

New devices, growing digital reach and creativeiress models have built the
bases for fresh content that comes in other formasfeequencies than in print-
only times. High-quality and entertaining journaiiscontent is key to success
on Internet and mobile today.

How should publishers adapt to this new environmenén key learnings
derived from various European press media are:

* Reorganize newsrooms and let one team cater taetla. Overlapping

usership and fast evolving technology leaves no mrodor
compartmentalizing within news organizations.
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Do not define media products by technology buteathy the situation
the reader will read in.

Emphasize traditional values like quality, researeladability, balanced
view and trustworthiness. Readers feel much lesacatd by flashy
superficial websites than it seems at first glance.

Accept that technology blends industries. The dwisline between
press, television and radio is blurring. Offerrakdia in order to protect
the brand core.

Add many-to-many communications to the traditiosahder-receiver
model without giving it up. The authority of a coatent sender is still
valued and accepted.

Integrate search engines and social referrerstiveaeditorial processes
but do not rent out content production to unknowdividuals. The key
value propositions of quality media work even heittethe future than in
the past.

Think of media as navigators through the sea ajrin&tion. They are
curators of the vast information masses at the emegis fingertips.
Without curators the internet cannot work.

See blogosphere, Internet, social networks andikbe not as enemies
but rather as integral parts of your value chaibhs@b their ideas and
accept their help with marketing.

Try to monetize content. Do not give all of it awfay free.
Do not except to transfer existing sales into thterhet with producing
content websites alone. Invest in marketing platrand online ad

markets. Publishers have always been strong in etings display ads
and classifieds.
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