>> Female Speaker: We have a lot of ground to cover tadexe$l begin again. Our first
presentation will be given by Ken Doctor. Ken is a semdustry analyst for outsell and he covers
the transition of the news media from print and brosidicadigital through his blog "Content
Bridges". His book "Newsanomics: 12 new trends thatshkipe the news you get" will be
published in February 2010. Ken.

>> Ken Doctor: Good afternoon, surprised there wereotm guestions. Len and | went through a
rigorous check. Then she looked for my name on thellistasn't there. She said, just go in.

This is a great country. So what | want to do this nmay s, in our time, go and take a quick look
at the landscape of news transition. We face, asnoe, lots of challenge and conundrums. |
want to first look at what I call the big bang of mechenge. Fairly amazing development, even in
the last six months, in what | call the new locéle're seeing incredible developments, although at
a small scale in local. Then just a couple of slidethe gaps that we face as a society. So we've
never seen change like this. | think all of you knowTihere are really two big revolutions that
have gone on and a lot of us who come out of the newisl fiocus a lot more on the reading
revolution. But I think it is really the advertising réwiion that has taken the breath out of the
news industry. Of course they compound each other, isuinifportant to look at both of them. So
there are a lot of numbers. We all deal with a latwhbers. | want to talk about a few numbers
that | think really matter. People will say -- andytlke said, I'm sure, to many people in this room
-- can you imagine a city without a daily newspaper®tlomly get this question from friends who
have nothing to do with the "Mercury News," because saeythe paper getting thinner and thinner
and thinner. The truth is there are about 90 dailieseittls. that are daily newspapers that are no
longer daily. So I think we need a new word for thermvireidon't have it yet. They're not
publishing on a Monday or a Tuesday or a Saturday, droppingsatdelay of the week. They are
publishing a lot less news. So in some sense, this idéa without a daily newspaper is already
here, even though many of us in the room who are long-tewspaper readers wouldn't
acknowledge it. We talk to our children and you can sedhbgtdo very well in getting news but
without a daily newspaper. If you ask people involved in camties though, they'll tell you that
they don't see reporters at community meetings, atgheups, at government meetings of all
kinds. And this is an evolving problem. If you look at thiese numbers here, 10,000, this is a
low number. At least 10,000 jobs lost in news rooms. 'Jhadre than 20% in the last 2, 2 1/2



years. 20 million, an interesting number. The slidegwspaper sales -- print, daily newspaper
sales -- has been going on for a long time. Theriatdras exacerbated it, but it's been going on a
long time. 20 million copies fewer on a daily basistheere printed 25 years ago. And then two
very important numbers about revenue. 85%. So ewdmnalithat newspaper companies have
done on the digital side of the business, still thégish 2009 with about 85% of their revenues
coming from the legacy side of their business. Last, yeadid this number, rolled it up -- it was
11%. This number crosses the globe of the news indulstwould be fairly characteristic of the
United States. This year probably go up 15% digital not beaafugigital growth -- digital is

down as well -- but because of the great slide in pen¢mue. 10%. This number we often don't
focus on. We know there is a big growing ad pie online, raptidleo, that kind of revenue. In the
pre-digital world, newspapers got dependably about 20% of the .adtiere they got 20 cents on
the dollar in the old world they're getting a dime. éfean interesting number in terms of
comparison and clout. You look to the third quarter of 2009 g@etsoprofits were 1.65 billion
dollars. The second largest news company in the wovidamal first in the U.S. reported total
revenue of $1.3 billion. So less revenue than Google'sgrafitl profits of only $73 million
dollars. This is a very good proxy for the change of pomeesee in the world and the receding of
the news world. This is a number from a research girthat a colleague of mine, Chuck Richard,
does at Alltel. When | saw it, | called him up and shlthve a hard time understanding this
number. This number is $60 billion, this is in a sciengfirvey, 3% plus or minus, of major U.S.
marketing spent. And the question here is how much mareyou spending on your own
website? So these are things like site design, redesigriuilding, search engine optimization,
testing, research, and of course all the staff thad gath it. The latest number was $66.6 billion.
And of course, we all use these sites from best bey ®© Honda or Chevy or a lot smaller sites
than that. If you want to directly market to customgos, build, maintain your own website. This
of course is further money that's coming out of advertispgnding because it is direct to the
consumer. | think we've given it short shrift. In &g, some $24 billion will be spent this year
on online advertising, more traditional advertising. 8wt add this up, this is where a lot of
money is coming -- is going to, and moving out of print anédcast. So what about the readers
and where are the readers? In general we'd say-a ihard number to get at, but we'd say people
are reading the news about as much now as they dig¢&es §go. Roughly about an hour a day.
But of course, that's one thing the Internet hasn't selvee only have so much time in our lives.



They're spending more time on the Internet and lessiiti print, less time with broadcast. So
numbers here. 4 out of 5 of the top news sites omthenet, only one is a newspaper company --
"The New York Times." The rest are search aggregatpsut a third of people now start their
day, as they tell research -- with digital news. irStead of going down to the bottom of the
driveway or turning the TV on when busy people are imtadtking in the morning, now one-third
are going digital, either on their phones or on tbesktops or laptops. This changed from 25%
two years ago to 33% within -- by 2009,early 2009. A majoraty for the first time tell us that
they go online for immediate news. They could turn @r#dio, they could turnon a TV. We're
seeing the struggles of CAIB TV in the last ratings repBut a majority now say they go to either
search aggregators, online newspaper sites or nichecsfted but what they want to know at that
moment. 1 in 4 say local news is a top priority. Sairiteresting, the -- as we know the daily
newspaper was that bundle. It was a great bundle & lpeerything. The Internet blew apart that
bundle and so we want to get at this question of how rdagjou really use news for local, how
much for national? Of course the answer is we use ioth. But if you push people to one
answer, 3 out of 4 will tell you national, and only 1 oti¢ will tell you local. That's very telling
about the new role and place in society of local neswae go forward. About 50% say that they
go to Google and they scan Google headlines and little stiesd the stories without going to a
news site. Very interesting number. First time sied that question. And when we asked -- we
asked it a couple different ways -- would they considemggafpr news in one form or another.

We even asked about itunes for news. 10%, roughly, ssydatbuld consider paying. So ad
revenue dropped about $20 billion. You look at ad droppedil&ifon drop over time from the
height of about nine years ago of the industry. And wlenlook at those 10,000 newsroom
positions that have been lost and you do some conseretirapolations of how many of those
are actual reporters who wrote stories, and if they duish themselves too much, two stories a
week, three stories a week, you end up with about 800,000sdtisaitewill not have been written in
2009 that would have been written in 2006. What are thoses2o0We don't know. And that's
the whole problem | think, is we don't know what we dentw. Downsize the word to describe
the industry, 40% news print, 20% down in staff, litdgital and diminished community clout,
something that we often ignore but is very importanpimnalism. Ask publishers about next year,
they'll say slash to 5%. Which basically means we navielea, visibility. The split we're seeing.
There is a group | call the digital dozen. Basicallyd25 companies -- BBC, "New York Times,"



"the journal,” Reuters, et cetera, up there, these coiegphave a global reach. They have a big
opportunity although they're struggling with costs just ékerybody else, but the new local is a
free-for-all. There is a dominance of monopolies Wate experienced for decades. We thought
it was permanent but the flanks are now open and a jmayfle are putting their hands in the new
local. 1997 when I left the pioneer press as managingradiSt. Paul, this was kind of how we
looked at the world -- nice, uncluttered world. Couple Tatishs, one troublesome newspaper in
Minneapolis and life was good. | couldn't fit all the braadshe slides for readers and
competitors for advertising. Many, many competitorsvefg kind, social, national, local. So
lastly | wanted to look at just what are these compamibe are these companies. And | have
categorized these companies. First one, ankle-biersvatchdogs. | had a VP of a major news
company say when | asked him about a new start-up, dhé¢hegire just ankle-biters, we aren't
worried about them. Companies like mint post, voice of Si@go, Pegasus in Dallas. That 6, 12,
18 people taking on news operations don't seem to be a big titmmimethe newspapers. The next
generation though, | am calling knee-choppers. They'sengap. And in this city we have
politico has made the announcement that they arengtar operation talking about hiring dozens
of people. We'll find out how many of those are in thesteom. Same thing in the Bay area.
Same thing in Texas. Just incredible flowering agé¢hbession ends. Professional salaries and a
lot of local broadcast partnerships. Local broadcasersselves are getting in on the act. They
were slow behind newspapers, but they are now gettinghatadt. And one number on local
broadcasters interesting, is that in the top 50 markdtef those are now led by -- in terms of local
news -- broadcasters. Pro-Am aggregators. About.conthedgst one out there but now we have
demand Media, examiner.com, helium, their model's r@akyesting. You get a lot of writers.
Some of whom used to work for newspapers or magazindst oAothers who are aspiring. You
have an ad revenue focus, figure out what the adverisars You mix and match and you
produce tens of thousands of news stories. Our questianit journalism? So having worked in a
newsroom and many of you have out there as well, wi often think about it but journalism is
manufacturing with as much or as little value as yootw@add. What I'm hearing from a lot of
Pro-Am people is they're adding value but they're addmife value. Then we have public
stations moving up and becoming actual news sites. Thénsagmes moving to get local dollars
which is estimated at about $15 billion next year. IP&@@n AOL site. Many attempts by search
engines to get locals. National head bangers herengtiand "times" going at it head-to-head in



New York across the country and now locally. Newspapeg retooling. Morning news. It is one
of the few newspapers adding staff. | call newspapersanStarbucks buy. Itis a buy, it is a
convenience buy, it's a habit buy. Lastly, the gap% olth model of the newspaper is,
unfortunately, | believe, unsustainable and noncompettizkat a disadvantage. We talk about
competitive advantages and how you can sustain thentiowe The problem now is that the
printing presses, the circulation systems, the big imgi&] are an anchor around the necks of
newspapers. Instead of a battleship which won the old, W speedboats are winning. The
gaps, coverage gap, 800,000 stories a year, news ad gap, veedsvgap, Pro-Am journalists are
getting $10 a story and we have a credibility gap. Peopleyang to figure out what to trust.
We're all figuring it out but it's an ongoing process. l&8tly, we know that there is a -- there is a
market for news. People still want to read, but isnlagket up to providing us the market system,
the commercial system, up to providing us with the locatsrtat we need and, if not, who or
what is? | think Mr. Downie has some good solutions ®idsue and | thank you for your time.

>> Female speaker: Thank you very much. Now we \&#irfrom Leen Downie, who is known to
many of you. You served as executive editor of the Nvagon Post" from 1991 to 2008, during
which time the "Post" news staff won 25 Pulitzer prizelg is now a vice president at large at the
Washington Post company and professor of journalism avdieer Cronkite center for journalism
at Arizona state university. He will report on a stheydid for the Columbia university school of

journalism.

>> | eonard Downie: Ken did a great job of running the nus)kees they say in public radio, and
also analyzing them well and pointing out the problemstl@djaps. Earlier this year at the very
beginning of the year a professor of journalism at CblartUniversity and | were commissioned
by Nick Lemon, the dean of the Columbia university s¢ldg@urnalism to do a journalism. One
thing we wanted to do was provide facts. Ken gave you thefsmacro facts very, very well. If
you read our report which is available at reconstrucorrican journalism, just Google it, you'l
find the report. It is also on the Columbia journalieview website along with a lot of
commentary. We wanted to get down to the micro fadfs.went all around the country,
interviewed lots of experts about journalism, went tless conferences and visited lots of
newsrooms. So | believe that we have a fact basethat | think is useful in a lot of these



discussions. You've already heard, and will hear, duriegethwo days a certain amount of
hyperbole about what's going on but we try to providesfd@at maybe you can make use of in
trying to decide how to proceed in the future. What the tejoms is detail what Ken just told you,
which is this is a transformational moment in Amemigaurnalism in which the domination of
newspaper and television news is rapidly giving way teva @ra in which the gathering and
distribution of news is much more wildly dispersedove that slide of Minneapolis. We
concluded after all this time that newspapers and televisavs are not going to vanish in the
foreseeable future despite a lot of predictions that wikyut they're going to be very, very
different from the way they were in the past. Maews organizations are restructuring their news
operations and are restructuring their business modelaya in which they will survive but they
will survive in much smaller form. San Jose "MercuryMséis struggling to survive with a
newsroom of 125 down from 400 just a few years ago. Thetaldifficult problem for them and
for the community in that part of California. Theylivee much smaller but they're being joined in
communities around the country by a great variety ofkieds of news organizations. What Ken
called the new local in business terms | think is algoad term for the new local in journalism. It
is creating a more diversified ecosystem of news thalmenseen for a very long time. Really
going back to the days when New York had 20 or 30 newspaQetite a long time ago in the
previous century. They're rapidly increasing numbersnalllscity, state, local and neighborhood
websites. In Seattle, for instance, every singlghtmrhood has a news website started by a
professional journalist enlisting the help of citizen jalists that they train every day in the city.
Some are even banding together as groups of news sieasy dfithem hope to make a profit.
They believe that at their scale there is a waya&ara profit. The Seattle "Times" with a grant is
now working with these news organizations to link back anih fpotentially to join with them in
advertising sales and maybe even in news reporting. Theesv state level sites, a number of
states, the capitals where state newspapers throudieostiate cannot cover state government the
way they did in the past. New news organizations afagpg up to do that. Most of those are
non-profits being started either by rich business peopletas case of "the Texas Tribune," or
being started at universities or by philanthropists. Tlmnhave community news organizations,
the voice of San Diego, St. Louis beacon, varietyefrt springing up around the country. Almost
every week there is a new one. Most of those argnofits. Some are tried to start as for-profits
like in Chicago and realize they just couldn't make it Wy so they're increasingly non-profit.



Most are still very small and very fragile and we paovide a lot of examples of these in our
report. You can get inside them, see how they openatarmalyze their potential. There has also
been some growth, although slower than we believecsssary, in the number of public radio
stations that are gradually expanding their local newsrege specifically to fill the gap left by the
shrinking newspapers in their communities. There isastlinall number and the country. The
corporation for public broadcasting is trying to help this steg at a time kind of gradually, but it
is starting to happen. Unfortunately, public televisiatighs, by an large, do not engage in local
news coverage. You see national news obviously on pelizision but you're not seeing local
news reporting. We think that needs to change. Them@sgioneering university journalism
schools that are actually engaged in professional jismm&overage in their communities. In
many cases a lot of the journalists that have l@st jhbs in newspapers have gone to universities.
They're on their faculties now and they're practigmgnalism there by teaching students how to
engage in journalism so that you have something like tbekile news service that airs on the
state university where I'll be going in the Winter tbavters the state of Arizona. It has 30 clients.
All the state's newspapers and some radio and tele\ssaions regularly buy coverage from the
Cronkite news service to augment their reduced coveradpe state. In New York City,

Columbia journalism school now has three differexghborhood websites. In boroughs in New
York where "The New York Times" no longer covers ghbsroughs and student journalists being
mentored by professionals are covering those boroughsaastithg them through new websites. In
some cases universities, faculty is working with citizensain them to be reporters in their
communities, particularly communities that are undeeskby the major Media. Then finally you
have the non-profit investigative reporting projects.edatly new ones start every single semester
across the country. What's happening is that increasingyyatte working with the newspapers.
For instance, the largest one of these which is m@uaiversity now is California watch started by
the center for investigative reporting, a rather oldgmiojn California, non-profit, foundation
supported and philanthropy supported, that is now establishegleahad a large reporting project
in California about what's going on in that state ttn@ of great crisis there. Dozens and dozens
of news organizations have taken its first two storiesveitl make a big difference in California
journalism. Many bloggers are becoming reliable sourcesws reporting in their expertise,
something I'd certainly not paid enough attention to duringverg able to document in the report.
People are expert in politics, government, business ambetcs, legal affairs, healthcare policy,



local crime, local housing, parenting, sports, almostyesubject you can think of. People that
have backgrounds in those things, who are academicsse #neas and do their own reporting and
in some cases, like Josh Marshall who you'll see hegettaday, | believe, bloggers have actually
hired their own new staffs and have become significaumtces of reporting on their own. A

former member of our staff at "The Washington Post'teasomething called Baltimore brew
where she's enlisted the help of many "Baltimore Sun'rtefgowho so far are working for free or
not very much to provide local coverage of Baltimowd th no longer being done by the
"Baltimore Sun." Then of course, you have the aggregatonews content from other media.
Most of the content is being republished from elsewherewritten from elsewhere, not
contributing that much yet to original news reporting whgcthe focus of our endeavor. There's
obviously created new competition which is a good thing. Mhweas running a newspaper | liked
not having much competition. Because we thought we knewttale this, why did everybody
bother us. I've now come to realize in fact, asdt heen before, four or five decades of dominant
monopoly newspapers, competition's good for news. | welchmd@&rady's local new reporting
project here in Washington. It will do different thingsm we're doing, it will keep us up on our
toes. We'll both be better as a result of having i&.h@he competition you saw in Minneapolis, as
is the case in Seattle or San Francisco, lotsamisl around the country, San Diego, amongst a
number of smaller news organizations, including a smialéa newspaper, is very healthy. At the
same time, they're collaborating more than everrbefd hat's healthy too. I'd never have dreamed
as executive editor of the "Post" of taking work awayrf someone, but now we need that help.
We we've joined with others and have a number of investgptojects. Then you get to local
newspapers around the country whose staffs are so dilb&tte desperate for this kind of help.
The eight largest newspapers in Ohio share every duitghé their news reporting on a unified
website. Then they take that and put it on their owput-what they want on their own website and
in their own newspapers. As a result even though shafifs have been cut in half or worse in
many of these cities, they have more reporting witlraes available to them by grouping together
than they would have had before. Our reports makesm®endations in ways to keep this
ecosystem going outside the commercial area. Weaneecommending an antitrust exemption
for newspapers to take collection action to chargedarsron the Internet. By and large that's
unconstitutional. This administration's not interestedding it and we just think it is a bad idea.

Plus the fact that the nature of the Internet makiegpiossible to enforce it at any rate. Interms of



payment for news on the Internet which | know willeblarge topic of discussion here in going
forward, we think there are good experiments going on eutthnd good ideas going on out there.
Some of the experimenters are here in the room tod&rgpeeneurs who are offering news
organizations ways to pay for news either through payiaileverything for individual content or
ways in which to increase targeted advertising on the we

These experiments will go forward. We think they agead idea and the marketplace will decide
what works. So, the six recommendations we make auséal on public support for local news
reporting at a time when, as you've seen from Ken's préisentdne private model is broken. First
we think the IRS or Congress should explicitly authoaimg independent news organization
devoted to reporting and public affairs to be created wverted into a 501C3 non-profit or a low
profit limited liability corporation. Most of the stamnps -- little, small startups -- are already
501C3s. But they each have to get individual permission fhe IRS to be a 501C3. They never
know in advance whether it is going to work or not. And thleg don't know as they go along and
raise advertising money and do other things that look Kimdmmercial whether they'll be able to
keep their non-profit status. And then, the bigger quesiamether you can take a newspaper,
like say, the "Baltimore Sun" where local business peaplgld like to buy the paper, turn it into a
non-profit 501C3, is that even legally possible at allie TRS is silent about this. Continental law
is silent about this. We think it ought to be clear tlzat gan do that. And some states have started
these so-called L3Cs, low-profit limited liability corptions for various kinds of public works,

and we think that ought to be available to newspaper®osetstates as well. Secondly,
philanthropists' foundations and community foundations lsh&ubstantially increase their support
for non-profit news organizations and public affairs repgrto the levels of their support for other
vital public service, educational and cultural institutiom$is has already begun to happen,
obviously. That's where a lot of these news organzattome from, but it is difficult for
foundations to see their way to constant operatindifignof news organizations as opposed to the
start-up funds they provided or individual reporting projedtkirdly, public radio and television
should be substantially reoriented to provide signifid@cdl news reporting in every community
served by public stations and their websites. This requiggemnt action by the -- by and reform of
the corporation for public broadcasting, which has be@nadipng slowly in this area and is still
primarily focused not on news but other functions. dase congressional funding and support for
news coverage by public media and changes in the mias@feadership of many public stations



across the country that have simply abandoned thg@omsgility to provide local news coverage.
Fourth, universities, both public and private, should becomgeing sources of local, state and
investigative reporting as part of their educational missiin the ways | talked about earlier, the
examples of Columbia and Arizona State. They shouldapgéneir own news organizations
utilizing journalism faculty and students and be laboratdoedigital innovation and sharing of
news information. Five, a national fund for local neshisuld be created with money the FCC
already collects from or could impose on telecom useleyision or radio broadcast licensees, or
Internet service providers, which would be administeregpenaompetition through independent
state, local news fund councils. That's the obviotl#ymost controversial recommendation.
You've probably seen a lot of debate about that ointeenet. I'd be glad to talk about it
separately, later if you want. Six, more should be dgngovernments, non-profit organizations
and journalists to increase the accessibility and lreefa of public information collected by
federal, state and local governments and to faciliteteyathering and dissemination of public
information by citizens. The Obama administratiopsrogovernment projects are an encouraging
step in this direction. States need to do that andeed to have more of the non-profit news
organizations finding ways to serve as conduits betweegavernment provision of information
and its use by these organizations. Thanks.

>> Female Speaker: Thank you very much, Len. Both yoianchave given us plenty to think
about. Now, we're going to shift gears somewhat, atedntetve to the online advertising issues
that are so intertwined with the future of news. Qnst peaker on this topic will be Lem Lloyd.

In his position for channel sales for North Americaniis responsible for managing Yahoo's sales
relationships with some of the nation's largest publishingneestincluding Yahoo's network of
advertising resellers. He also manages the Yahoo Newspamsortium, the company's

pioneering partnership with more than 800 local newspajhens.

>> Lem Lloyd: Hi, everyone. Well thanks. Thanks lfi@ving us here and glad to talk with you
today. Yahoo, for the past 2 1/2 years myself -- ohdewrét want to get rid of Len Downing, but
we want to go to me -- for the past 2 1/2 years myswifmy team at Yahoo have had the
privilege to work with hundreds of newspapers across theetU&tates. I'm going to talk about
this, but we've actually visited hundreds of newspapers arkedavith thousands of sales and



content executives from all across the nationedtly has given us a unique window on the world
of what's happening. | would say in local newspapers, agbenthe national, like "The
Washington Post" and "New York Times." And this is whabpe to share with you today. So,
first things first, Yahoo. I'm going to show you thessstbecause | think they're relevant to what
our discussion is about the newspapers today. So, Yhigoplace, 581 million unique users per
month, reaching 3 out of 4 in the U.S. You should kneay this is uniform across most DMAs, so
whether we're talking about Cleveland, St. Pete, or Byfta San Francisco Bay Area, it's usually
3 out of 4 across the United States. The other integei$ting, look at this stat. The average user
spends 4 1/2 hours on Yahoo each month. Now, contrasvithanost newspaper website
engagement. Now, one thing this will allow us to do,dlk @bout, which is, we know a lot about
usage and we're able to extrapolate what folks are doitigeosite in terms of what their interests
are, and what kind of audiences they are. And obvio¥sllgpo, we're trying to make things
easier. | don't know if you've seen our new home pgageye're opening up Yahoo not just in a
walled garden, but kind of opening it up to lots of differepesyof apps to find to get to let people
find things more quickly. But today what I'd like to talk abe, what | think and what has been
called the most ambitious partnership between America/spapers and an Internet company to
date. At its essence, the partnership is about retoalithgedraining the sales forces of America's
newspapers. Now | would say that, like a muscle, Ara&ricewspapers' sales forces have been
left to atrophy. | was down at the Pointer Institwigh Ken and Rick just a few weeks ago, and
when you think about that institute and the instituteswahave in the American press institute
where we train journalists in content and reporting theite are very few such institutions that are
working with American sales forces. And | would sagttthe newspaper consortium that we work
with, there are 7,500 local sales reps across the Usitdds for those newspapers. But | think that
we believe that if given the proper tools and trainingefioa's newspapers can compete and
prosper in the Internet age. Let me walk you througttle@ bbit about the history of the newspaper
consortium. It began in November 2006, with these sevmpanies representing 176 newspapers.
One of these newspapers, E.W. Scripps, | see Mark €asfrwho addressed the group earlier
today, and their idea was to work with an Internet coypa a true partnership, very long-term. It
started out on the recruitment side where those ng&spased Hot Jobs. Hot Jobs is the
recruitment engine for Yahoo, Similar to Careerbuilaied Monster. And you can see in April,
within six months there was a new set of pieced@fideal, which I'll describe to you, and more



newspapers came on-board, including McClatchey, Morrigiid@&eneral. And today, we have 45
companies representing 821 newspapers that are part oftb@twom. In looking at all these
logos, we'd have to say that they're all very differeXll these papers and these groups, as you all
know, are different by their structures, whether thegemratrally coordinated, whether they're more
laissez-faire, and they let individual newspapers makisidas, some of them are in much better
financial shape than others. So, in total, it's 52% of Bufday circulation. One would have
thought | could have gotten a better metric to shovsite of the newspaper consortium. But
basically, half of all paid subscribers in the Unitedt& are part of this newspaper consortium. It
was built on a very simple value proposition, the nEapers. So, from Yahoo's perspective, why
did Yahoo want to do this deal? | will tell you thatsthieal, this partnership, has taken a
tremendous amount of resources for Yahoo, a tremendousaimiocommitment and has required
us to focus on things with the newspapers that we maye tvanted to focus on other things, but
we think it has been very well worth it. Obviously, newsg& very high-quality content, great
brand, | would point to the last one, the local salesefo | would say that if you're an Internet start-
up company, one of the which -- several that have kaked about today -- the toughest thing for
you to replicate in this day and age is a local salegfa paid local sales force in a metro area.
Much easier to replicate content, but the local dale is a different matter. On the Yahoo side,
Yahoo said it would bring technology. We serve morelayspds than any Internet company
today. And our reach in audience, as | showed youailynenparalleled. And training -- I'll talk
about training. So, together these seemed like good asseis, tomplementary assets. And here
was the goal -- the goal was to go after a share shiltamatic repositioning of ad spend dollars,
that is happening right now. So, we're here talkingiebhewspapers, in terms of the ad revenue
that they will lose, | will tell you working very cle$y with directory companies, with broadcast
companies, with lots of traditional companies, with direail companies, all -- they're also trying
to feel the same pain of how to stay relevant in teis day and age. Let me take you through, for
those of you who don't know, very quickly, about thexponents, because | think it shows the
scope of it. So, as | said, it started with Hot Jodsd the newspapers take the Yahoo Recruitment
ad platform, it's on their site. Obviously, any padtor online ad that they sell is upsold onto a
national distribution across Yahoo and the netwdngdfore getting more EOIs -- expressions of
interest for your advertiser. There is a search copio All of these sites use Yahoo Search on
their search sites as well as we monetize it vekh link ads on their pages. There is also content.



If you'll notice the changes in the Yahoo Front page;llyootice that you no longer have to click
on the local button on the Yahoo Homepage to have lezallines from newspapers segregated by
Zip code, based on your zip code, a user zip code, showithge @ite. And each month we send
over 50 million referrals from this page alone diretdlyhe newspaper partners. So, this is a
headline, and you click on the headline and go to a stotli@newspaper side. There is also ad
sales, and I'm going to focus on this. This is the idatthe newspaper sales force, those 7,500
folks, can resell Yahoo Inventory in their markets, i&agine if you had 100 million page views
on your website, and you're trying to monetize thoseif pou had an extra $500 million, or a
billion to sell by selling Yahoo. And then, Ad PlatforiAs part of the deal, Yahoo created a next-
generation ad platform. We were making it anyway foselres. We have been in business 13,
14 years. And, it was time to create a new generatda.worked with the newspapers to go over
their preferences to create an ad platform that theydusse. So, as a part of this deal, those
companies that | showed you, whether they had double-dli€idS, they'd migrate off those
servers and go on to the Yahoo Ad platform. To daéeetare about 250 papers on that platform.
Now, there are a lot of reasons why you would wamlotohat. | will tell you that those newspaper
companies had the foresight to agree on taxonomy,awoadmy based On Section page, which
allows you to sell ads by section across all those hdedreEnewspapers across the United States.
So, no longer do those local newspapers have to be theé ghme when it comes to national
advertising, they can actually create their own netwolkbought it might be good to show you
what the chief executives of some newspapers have saud s partnership on recent sales calls.
You can see, CEO Gary Pruitt -- | thought, Scripps' Bialmey -- let me read this to you. "We
continue to be enthusiastic about the consortiumepitasents probably for the first time in the
industry's history, a meaningful coalition of newspaperatpes to get things done at both a cost
and revenue side and the long-term." This last one, Robert Decker from A.H. Belo, he says,
"they continue to expand as we work with our advertisesell the benefits of behavioral targeting
capabilities," and that's what | really want to focasaath you today, is behavioral targeting. First
of all, let me just kind of share with you some nursbddnfortunately, | can't share all the
numbers with you, the revenue side numbers, but | wiltegou that to date this year the
newspapers in this deal have sold 18,000 campaigns on to Yapoesenting over 6 billion ad
impressions. That is being fueled by behavioral targeflitgat means instead of selling sections,
instead of saying we'll put your ad in the Sports sectioneoivitbsite, or a few dozen page views |



might have on travel or finance, | will actually sgu an audience. So, if your audience is folks
looking for cars or SUVs, | will sell you that. Anthe rates -- this is the good news -- the rates on
behavioral targeting are very good. So quickly, just to kindadk you through what BT is. We
analyze predictive patterns for purchase cycles in mamyuct categories. You'll see that if you're
looking for flowers, that might be two days. If yaeulooking at a car, it is a longer period of time,
maybe 30 days. And a house is even longer still. |Ih eaiegory, we build models to describe
behavior most likely to convert to an ad response.sie each Yahoo User for his or her fit with
the category daily, and then the idea is that you colidedehe right type of ads to the right kind

of person at the right kind of time. That's really gloal. And as | shared with you some of the
campaigns, that seems to be resonating across thetaamsoLet me just quickly show you this.
This looks at just some of the interest categorigbink we have 400 or 500. One of the neat
things | think, is that, newspapers nowadays, can actcragte their own audience segment. So,
you can imagine hybrid SUVs, and then you can overlagpufre a San Francisco Giants fan, so
the "San Francisco Chronicle," a Hearst paper, colllds@d to San Francisco Giants fans who in
the last month, were looking for SUV hybrids. Now,thé right tools in the world are not going to
kind of change the ball game. One thing we found istthating is a big key. So, I'm showing

you a description of some of the sites that we wedhtteaned with the local sales force in the last
quarter. | will say that, training probably has beemtist neglected across America's newspapers
of the sales force. And when we do training, it is gteaee it in their eyes. It's great to see a
sales force that's kind of embattled, you know, beatemgdand for them to get it. Let me tell you
about this story. It is a story of, in a southern rEaper, a woman who had been on the sales staff
for 45 years. They went out and they do a two-weels $dilz of Yahoo BT. Selling BT, for the
first time she learns it. And within two weeks shessgll million of this. It doesn't have to be
Yahoo Products but this woman who had been there foeds grasped this concept and went out
and used her relationships and effectively sold a new \Bay.instead of selling sections, she sold
audience. Instead of just giving an order form, she wa$ mace consultative. | was going to
show you a video, but | think that timewise, we mightl&ing a little late. The video | was

going to show you was of a Dallas car dealer that uskdwvoral targeting for the first time and
within seven days sold six Cadillac CTSs. It was bgld newspaper, the "Dallas Morning News,"
who had never gotten any advertising from this car dealesdlling a new product was to achieve
great results for the advertiser. | will say thattalking with local businesses and advertisers,



they're confused. It's really confusing for them to Sedugh all the options and Internet
advertising to kind of come up with the best buy. And Ikhivat audience-based selling allows
them that that ROI they're looking for, and it's sdnmgt they can understand. The benefits for
consumers, when we talk about selling by audience --dingming to go into all of them, but I'll
maybe focus on the last one. | think in newspapers agberarge Internet company, free
services, obviously the dialogue about, you know, if adbred can't carry the day, how long will
these services remain free? | will tell you Yahoo tdk the step a few months ago of taking out
what we called certain ads, teeth whitening ads, cestp@stof other ads that you might see on
sites that really, their claims were probably frauduléfe took a big hit for that, but that's part of
an uncluttered ad environment, and | hope other sites dzathe. Just briefly on privacy, because
| know audience selling and privacy go hand in hand. Thetliagalve have with the newspapers
and partnership has contractual obligations to fulfill rdopy privacy. So, we actually work with
the newspapers to have them put specific language arsitiesi and a link to Yahoo to opt out of
any ads on the behavioral targeting side. Let me shovwwat this looks like. Here is an
example of the San Francisco Gate, SF Gate. Isgoil down, first, you'll actually see that all
the ads we serve would be labeled. These are textdsmkBut if you click on "Privacy Policy" or
"About our Ads," you go to a page which allows you to clgkto a Yahoo Privacy page and
immediately opt out. In fact, it actually tells ydwou're opted in or opted out. In this case you're
not opted out. So, if you want to not have an adjréinesale ad follow you, and say hey, | know
you were looking for a vacation in Barbados, heregeeat deal, you can also do that. There are
also ads that -- there are also sites -- | shouldirslesyon the site, that allow you through other
advertising networks, in this case, the network advertisinigtive, to opt out across a wide
breadth of sites across the Internet. So, the ideslltkink as newspapers sell more and more
behavioral targeting, that you need to make these limkspreminent and | think we're doing that.
Let me just say that I think that, you know, we are pastt 1,000 days in this partnership, and |
look to Mark Contreras in the audience here. And I titiskvery much a marriage -- we've
learned a lot. | think Yahoo has learned a lot workiitt) wewspapers. And | think that
newspapers have learned a lot, too. | think the trick fas tescontinue retooling and retraining
the sales force to take it to the next level. | thivdt they can certainly compete and they can
certainly beat a lot of the Internet start-ups outdloar the sales side, but without training it will be
tough to do. So thanks so much.



>> Susan Athey: Thank you very much, Lem. Now we'regytorhear from Josh Cohen, who is
Senior Business Product Manager for Google News. He'snabpefor global product strategy,
marketing and publisher outreach. And prior to joining Godgthen was Vice President of
Business Development for Reuters Media, the wowrdtgelt news agency. Josh?

>> Josh Cohen: | think I'll just talk the whole timelwihe Yahoo logo behind me.

So, thanks. Thanks so much for inviting me down here. pandof the reason that we're here is,
obviously, we feel that high-quality journalism is impaitéo our users but beyond that, we feel it
is important to society. And so, | wanted to talk @elibit today about we see Google's place in
this larger ecosystem. Some of the things we are ttgigg in this space, specifically around
building new audiences and finding new readers for publis@kosit helping them create more
engaging websites for the users keeping people on thét@gelosmiger and making more money
and the different ways we can do that. So, firsahtito sort of go back over some of the
information that Ken talked about, because | think iigortant when you sort of, talk about -- |
think there's a lot of talk about the depth of news. Asdeally important to separate the issues
over the very real challenge that the newspaper indisstacing as opposed to the real interest in
news today, and Ken talked a lot about this. | meamcgm just look at numbers here, this is just
from the national association of newspapers, far thembership sites, just in September, 75
million unigue users and almost 3.5 billion page views. hBcets clearly a tremendous interest in
getting that news and information. The Internet hag Idecome one of the top sources for where
people get their news online -- or, where people get theis.n&o, more and more people are
going online, getting the news information again. | think i€evered this in a lot of detail, so |
won't spend too much time on this. So, | think the intereséws not only has not gone down, |
think it's only grown, but there are significant changefenconsumption, and what this means for
how people get that information. So, traditionally,atiyget a newspaper, you pick it up, and top
stories of the day, you flip through a couple different pageu see what's on the front page, and
that really sort of guided your experience as a used téday online, maybe 50% of your users on
a typical newspaper website are going to come in the foor. They're going to come to the front
page, they're going to see what the editors are say@ng ane the top stories of the day, here's what
you should be reading. But at least half, if not marenfost other websites are coming in through



the side door. So, it's really changed the consumptiderpat So, increasingly every single page
on a publisher's website is a front page. And they're comimghether it's from a search engine,
or from aggregators, from blogs, from social networl@anfemails, any number of different
sources are driving traffic specifically to individual gaof a published website. Now, the upside
to that is that you can get your content in front ofenoeople more ways. And, | think that's part
of the reason that the interest in news has groecguse it's so easy to get access to it, and it's so
easy for publishers to get their content in front oferemnd more people. But obviously, there are
some challenges to that. So, I think that's a pafie@place we come in and is specifically around
Google News. So, in this new world we really see & partnership. This is Google but this is
sort of anybody who is in the space about helping peagiever content. | mean, Yahoo's
certainly in that. Any number of the different blogsttiige there, any number of the different
social networks. Publishers are creating that coatahthey're distributing it on the Internet. The
next key step for them is, how do you get that corftamd by the people you're trying to reach?
And so, that's where we see a big part of our role spaityfin Google News, is about helping
people find information publishers are creating and driving tredfibieir web site. And so, in a
given month, Google sends billions of visits to publisiaosind the world. And so, that's -- if you
look at this, Google News is now in over 30 languageshonia50 different domains or editions.
We have mobile editions in most of these marketswaide also been working with publishers for
archival content, going back in some cases, 200 yeardptaigéize that content and bring it
online. So, our model is basically one of trying to sle@wnany different perspectives as possible.
Again, you've got all this content out there -- how do yakersense of it? How do you organize
it? How do you show different perspectives, whether at different political perspective, a
different geographic perspective, how do you understandntioamation and get it together from a
number of different sources? If you look at -- we@gainly an aggregator, just as a portal is an
aggregator. But our business model is a little bit differeso, up at the top, you can see that's sort
of the traditional portal model, where typically lises small subset of content in a given market.
For the most part, the experience is out of the poltas the portal's look and feel, it is their
editorial voice, it is their business model. This isme&ant as a value judgment. It is just an
important distinction between how we operate versus wiotlee standard portal. With Google,
since we're trying to show as many different perspectiggmssible, getting just a small subset of
sources and licensing them doesn't really work, because yimly going to have that limited



perspective. So, what we try and do, is we try and indeéReadifferent sources that are out there
and then amplify that traffic back out to the publistsstes. For the publisher, it is their look and
feel, it is their editorial voice, and it's their imesss model. And certainly, I'll talk a little about the
ways we work with publishers on the business side afitell to help sell advertising and
monetize that traffic but these are separate proceSseshe way that it works is you've got what's
known as the Googlebot, or our web crawler. We wilagd we'll take a look specifically within
Google News to all the different sites in a given mavkefare trying to index. And when we go
there, we are basically looking for one of two thingguess, the easiest way to sort of think of it is
obviously it ties to the spectrum. On one hand we ar@rlg for what's called a site map. And
what that is, is basically just a way that a publisiz@r make sure we are crawling all the
information they want from their site. It can b&tlmng more than a list of URLS, of each of the
individual articles on their site saying make sure you ttialw when you come to check my
website, | want to make sure that you index this. Andther thing we'll look for is something
called, it's broadly named the Robots Exclusion Protodod this is on the opposite end of the
spectrum, saying either, full stop, don't crawl, don't inthés<information on my website or giving
specific instructions about that. And so, when we clieake two things to see what a publisher
wants to make sure that we index and those thingshiénaidion't want us to index, then we'll be
able to take that individual article. And, there isteolbtalk back and forth the last few days and
weeks or so about the issue of controls. | just waspend a little bit of time going through the
details of it. So, when we come to a site it isyyeery simple for a publisher to say, "don't index
this site at all." And you can specify that specific woGle, you can do it for any of the different
major search engines. Robots Exclusion Protocosis$a de facto standard on the web that any
reputable search engine is going to honor. And so, youdygancan see at a very basic level,
something called "robots.txt." You can come in and youped that on your code, identify for
specific crawlers and say, don't index this websitad pou can leave it right there. But it is not an
all or nothing proposition. You can also do it on aleitel. So, you can come and say, | don't
want you to index a specific section or specific fieeven types of pages, let's say certain
Powerpoint or certain spread sheets you might haveydliatlon't want indexed. Again, you can
do it on a site wide level, to give those instructiondgrag&ou can do them specifically for Google
or for a different crawler that's out there, as lasg/ou identify different user agents there. And
beyond that, you can even do it on a page level as Bellthere's a number of specific



instructions you can give in the header of that pageydlsngs like, again, don't crawl this, don't
index a specific page or index this page, but | don't wamtgshow any snippets, or | don't want
you to show images, or after a certain period of timecantent is going into a private archive so
expire it from your index. These are all differéayters of controls that publishers have today, not
just for Google News, not just for Google but really, doy broad crawler that's out there. The
reality is though, that the vast majority of publisheest to be discovered. They're creating that
content because they recognize the opportunity thahtemet offers for distribution. So, | think
you probably have heard some of the challenges facingdhbstry and I'm sure you probably will
over the course of the next day and a half. Thene single factor that's causing the challenges for
newspapers. Declining circulation. The aging demographittsose readers. You can talk about
migration of classified advertising. You can talk aboutsodidation of major brand advertisers.
Unfortunately, there's any number of different things youpszint to that are challenges that are
being faced by the newspaper industry. So, | think it'smtsieably foolish to think for a single
solution that just magically fixes it all. It just do&sexist. | think the way that we see our role is
one of the partners that can work with publishers asghérk should be looking to any number of
different partners. And Lem was talking a lot aboutwek they're doing with Yahoo. There are
any number of different people here, who, I'm sure, har&ed with publishers, and that's a good
thing. You should never sort of look to close yours#lbo have just a single partner. Probably
doesn't make sense for any business but especially onbh&tveee there are so many different
forces, and so many different potential partnerstoretto work with. And so, if we think about
what we're trying to do on this basis, how can we watk publishers to get them more readers, to
help them build more engaged websites and to make moreyritoneit. And that's really -- the
reason why we think about how we work with publishers iséhdifferent areas is because we try
and sort of think about how a publisher thinks about it. @naeblisher puts content out on the
web, there are -- | mean, to simplify things somewttere are basically three different levers you
have to grow your online business. You can get more retalgosir website. You can keep them
there longer, have more page views with each visit &eemaoney from them, either through
advertisements or subscriptions. It is somewhat @ivansimplification, but that's kind of what
publishers are thinking about every single day, is "how doigny business by moving one of
those three levers?" And it's certainly not mutualigiesive and publishers probably should, and
are, thinking about, "how do | boost all of these thing®'ug/hen we think about what we're



doing today, we look at it in those different categori8s, on the traffic side of it, that's Google,
that's Google News, that's the discovery part of whaewsying to do. We are a search engine.
Again, at its core that's what Google News is as wels about how people discover content and
send the traffic directly off to the publisher site. GledNews alone sends about a billion clicks
every single month to publishers worldwide. And obviouslypu add in Google, and iGoogle,
and all the different types of properties that aretloette you get billions more. That's just Google.
And there are -- Google represents a certain chunlafittthat's driven to publishers. There are
tons of other platforms out there for distribution oa web that have absolutely nothing to do with
Google that I think publishers should, if they aren't alyetiging to take advantage of to get their
content out and again to get your content in front afemusers. On the revenue side of it, that's
traditionally been our AdSense program, which is theeodngl advertisements, either in response
to a user's search or to the content on the page.ydéastwe returned over $5 billion in revenue to
our partners through our AdSense program. And obviously welke getting into a display space
as well with our double-click platform. T'll talk a lgtbit about some of the things we're doing
there, ways to enhance both the efficiency of buytregad and the target of those ads as well. And
the last bucket is around engagement. We don't createntor®bviously, we can't help with
publishers create compelling websites with content, buaree technology company. And we
have a host of different tools publishers can take ddgarof to -- so they can focus on creating
content and leverage technology, things like Google Map®atube. We launched a program
recently called "Youtube Direct" that allows publishergreate citizen journalists directly on their
own website leveraging the Youtube platform. Thesédyges of things that we think about how
to work with publishers to help them leverage our technoldyt obviously, there is more to be
done and this is sort of some of the areas that Weeing of. Again, increasing that ad revenue -
- what else can we do around user engagement and whhe aliéferent models out there beyond
advertising that we can do? So, advertising, we think tkexrdot of room for growth in online
advertising not just in the search part, that Google iskmewn for, but also in display space. Ads
can be smarter and more targeted. | think a numbaeffedfat people talk about the room for
growth there. And also, just needs to be much moraegftic It needs to be easier to buy ads on
the web. Itis not today. And if you compare time $marine by users with the marketing dollars
there, there is a huge disconnect, and we think pareattison is because ads haven't innovated as
much as they need to. On the engagement side ofigt, h¢ed to point out one example of



something we launched a couple months ago called "Fast Which we launched in Google Labs
in partnership with about 40 or so top publishers in the tu®)ing from people like "The
Washington Post" and "New York Times" down to non-prdifis ProPublica, who are in the
investigative journalism space. We've gotten a great respan®nly from publishers, but most
importantly, from users who are spending a lot more tméhis site with that content than they do
just on a standard website. So, how can we find wayskethose types of lessons and whether it's
in products like this or taking the technology and giving puiblishers so they can leverage it on
their own sites to create a more engaging experienoenthat the online experience is today? The
last part is a little bit more open-ended, but | thinkrdlseoftentimes talk that | can either make my
content -- | can put it behind a pay wall or make it fied | have to sort of make the decision
between the two. The reality of it is, that we haveumber of publishers today who have
subscription content and are still discoverable on thle. Wi here are a number of different
programs that we have, and there are a number efeliff approaches publishers can take to put
their content if they decide to charge for it and b#l discovered. | think if anything, it is more
important if you're targeting smaller base to make theeontent is discoverable. We are thinking
already about different types of ways to create digialketplaces for other types of online
content. Google Books is probably the best examplet pudic example right now. We're
building these types of platforms. So, there have beare discussions over the past summer and
ongoing ones which is, is there a possibility we caarigge this, sort of, powered-by approach to
create a platform that publishers can use? Againgisdime way that you can use Google Maps,
and not recreate mapping technology if you're a newssiteeido you want to be recreating an E-
commerce system, and is there a way Google technogielp publishers? Again these are just
a handful of efforts of things we've got about -- younbve gotten the "Stop, Time's Up" card. |
think that the point here is that there really isn& gingle area or one single solution to it. And
there needs to be innovation across all these ditféweskets from a number of different partners.

| think we feel it is important to do that, that's sofrtn the DNA of our company about trying to
innovate and try things and fail and fail quickly, and thgare out how to iterate and move it
forward. That's the way that we've worked with publish@nd we look forward to doing more.
Thank you.

>> Female speaker: Thank you very much, Josh. Nowndeask the next panel to come up. And
Gus, could you turn the table?



>> Female speaker: We're going to start this pandledifferently because Steve Brill has to
leave. So, we're going to let Steve start off withgresentation. And then think of questions for
him, panelists. | have some, but he'll take a coupipiestions. Then we'll bid him adieu and get

further along with the rest of the discussion.

>> Steve Brill: Thank you. | understand that | donttehto spend as much time as | might have
describing what journalism online is up to because Ariannardiéin did that this morning while

| was on the train so | want to thank her for thadome here actually with just a very few basic
ideas and principles I'd like to lay out. And the fisstdecause we're in a building that says it is a
government building, is that | don't think the governméoiugl really be involved much in this,
except, possibly to make sure that all the privacy daieotlr friend from Yahoo Described a little
while ago is actually given over to people voluntarily &ndwingly. Just the whole idea of the
government getting into this stuff leaves me a littleubitomfortable, with the exception of the
kinds of Internal Revenue Service reforms that Len Dewlescribed. My second notion is that --
oh, and by the way, and speaking of Yahoo, if all tha#t,shat behavior targeting is working so
well, why are we here anyway? There's just so muck\ahue out there being mined from that.
My second proposition is that this wouldn't have beenmadi@ problem but for the fact that the
people who ran the nation's great newspapers and magazimesdecgo to the public markets to
take their companies public or even if they kept them @it@asell them way back when 5 or 10 or
15 or 20 years ago at ridiculously high multiples whicdied them up with debt which is the
reason that most of the newspapers that we've beamgtalkout are in the trouble that they're in.
Now, that doesn't mean that all the numbers thatXactor presented aren't true. The business of
journalism as we know it, certainly print journalismg@ing down fast. And | think, contrary to
what some of my panelists will say, that there isedtpisimple reason for that. That is that 10 or
15 years ago, all of the publishers in the world decidedritexabsuicide by giving their stuff away
for free. That was the beginning of what otherwisexeept for the brains of people in this room --
might be the end. So, how did | get involved in this? Welhile back my wife and | decided to
help establish a journalism program at Yale aimed atgyré@ople into the profession and training
them and getting them off into what we consider to keadly important role in any democratic
society. And about two years ago | was sitting in rffig® when a woman called me and, as |
picked up the phone, demanded to know what | was doing to bghtéa. After | recovered, |



found out that what she meant was that her daughtgus$ialdeen accepted into this program and
she had interned at a consulting firm the summer bedoenow why was I luring her into a dead-
end profession where she wasn't going to be able to p#yeaffstudent loans. Well, | had been
thinking about that question. | didn't have a very good/en$or her at the time. I've been
thinking about that and thinking about that for a while aadfg¢lwhat caused me to start journalism
online with Gordon Crovis, who's the brains of the ousft many of you know, he was the
publisher of the "Wall Street Journal' when the "Wate8t Journal” successfully decided that its
content was actually worth something and therefore, pexglat to pay for it when they go online.
This is stuff that Gordon and | really care aboutfali, like many people in this room, I've made
my way in the world as a journalist. In fact, by cadence, a lot of it happened across the street
from this building, dare | say at the teamsters headepsanthich was the site of a book | wrote a
lot of years ago. | care about this. | don't thikkdw all the answers. | know that Gordon and |
haven't presented a business or a proposal that perfeths all the answers but | do think we
have made some real progress now with over 1,300 a&flizdiving signed letters of intent to join
us, that we've made some real progress in enabling publaim®egazines, newspapers, online-
only sites, blogs, non-profits to derive some value ftbar content from people who access it
online or through E-phones or E-readers but do somethingtbdreaccess it via print. We
support all of those models. We also know, by the weat,the search engines are our friends.
They're not our enemies. As Mr. Cohen pointed out, wbernuse a search engine the right way, it
brings people to your content, and there you can asktihv@ayy for it. So we don't start by
knowing all the answers, by thinking that micropaymentdr@eanswer or annual subscriptions are
the answer, or showing people ten articles before twticharging them is the answer, or 15.
What we do know is -- what we think we know, is thatiaamty of engaged readers at any
website will pay something for content if that contkas distinctive value. And having distinctive
value, by the way, is the work of any editor at any pabibn on the planet. That's what you're
supposed to do. If you're paying people to do something that'tlhage distinctive value, you
need to rethink that. We've also found in our discussiocal newspapers right now seem to have
more of that distinctive content, and equally importldal publishers seem to know they have
more of that distinctive content and seem to be reager, at least at this stage, to be engaging
with this. Now, | have a theory about that, and ih#hat if you are the local proprietor of a small
newspaper, you may have more of a sense of what yalerseeonsider to be valuable and you



may be more in touch with your product than someonesmitding back at the home office at
some giant newspaper chain. But that's just a theédg.also think that the alternative business
models are not terribly logical. I'll give you one exden This class that | teach at Yale, there are
15 kids in the class. | ask them this every year --adorgad "The New York Times?" All of the
hands go up. Do you read "The New York Times" in priNg? hands go up. They all read online.
"The New York Times" online, as with many newspapera,far superior product. It's updated
constantly. It's got terrific blogs. It's got vided's ot all the back-up documents. Itis a
wonderful product of journalism every day. So, the "Tihkes one product that is an A triple-
plus product, and one product that's an "A" product thatdkegeneration of readers, the
demographic that the "Times" wants, doesn't prefer as amit¢iprefers the AAA product. So,
what does the "Times" do? It charges for the infggroduct and gives the better product away for
free. Now, no matter how you cut that, that isteotibly logical. | think we know that. | also
think we know a little bit about history, which is thattlwe history of journalism, it is really hard

to find any sustainable, large news organization, any laigy@fisant news organization that has
ever been able to sustain itself just with advergisgvenue. The closest thing might be the
broadcast networks way back when, but they were typinah-profit loss leaders for the network
and they got to split 95% of the country's eyeballs inteetipieces of the pie. The Internet doesn't
guite allow you to do that when you're giving stuff awaryffee. So, our basic proposition is very
simple. The journalism needs to be professional, amekitls to be paid for, not that you need to
have a pay wall where everything goes down, but you canesggsome of your content or allow
your most engaged readers to offer to buy it, or if yaumen-profit, you can ask people to
contribute to it. But the basic idea, what we'réntyyto do, is re-establish an old business model,
not create a new one, and that old business modeitise@iders of content that they value paid for
some of the cost of delivering that content. Now oOudth add that | was on a panel like this a
couple weeks ago with some guy from a collective hirlk in San Francisco -- called the Shared
Media something or other. I'm sure Jeff Jarvis will knowovie is because he probably goes to a
panel a week with this guy. He was talking about howtgréato share and that the wisdom of
crowds and the wisdom of crowds | think is great if yoa'reporter looking for sources. | think
sharing is great. But when | think about that woman ediled me about her daughter who was
going into our journalism program, | don't think that tthatighter is going to have a grocery store
that wants to share the food. | don't think that daargghgoing to have a landlord that wants to



share his space. Professional people doing something thet isiportant in our democracy have
to be given the recognition and wherewithal to do thiat jThank you.

>> Female speaker: Steve, | do want to respond to oymuotearly points about privacy and the
importance of people knowing what kinds of behavioral tarxgehey may see that may be made
available to them or not. The FTC is doing survey, stuglineof its privacy, approach to privacy.
And, | can invite you all back to a workshop in this vergmoon Monday, December 7th, which is
going to talk about behavioral advertising and privacy vellbbe of the main topics then. So, we'll
be welcoming you then. 1 also want to ask you though, Xa&stor mentioned a number -- 10% of
people in his survey said that they would be willing tosider paying for news. And interestingly,
public broadcasting finds that about 10% of the people whohvtkeir shows are willing to
contribute as members. Does that sound to you likesamahle approximation of what you're
expecting the population would be that would pay for news?

>> Well, the other studies have much higher numbers, thirik that Ken Doctor, as in most
things, is smarter than those other studies, and | thislclbse to 10% -- it's closer to 10%. Some
of the initial market research we're now starting towtygssts it might be a little more. But our
business, and more important, the businesses of ouatafilihit a home run with 10%, because the
idea is that you have -- this is one of those are@&seminey say that in print, a print dollar becomes
a penny digitally or something like that. That's everyt®thvorite formation. Here the profit
margins on the dollar goes in exactly the opposite dinedtecause, if | pay you $5 a month for a
subscription to the XYZ newspaper, that is about $4.95 vadnpinofit. So 10% contributes
significantly to the bottom lines of all of the affites we are talking to. It doesn't end all their
problems forever. Nothing would. It is going to take apkithings, especially -- but once you're in
that mode of saying it's 10%, then you're hiring reporteraimd) editors and you're telling them,
don't just produce all this stuff that runs around the &teduce stuff that makes it 12%, that

makes it 14%. That's why we all got into journalism i fibst place.

>> Female speaker: Let me ask you, there are beenlzenafestimates that I've read over the
past months about when journalism online is actually gmrgjart operation. Are you willing to

give an estimate?



>> Steve Brill: Right now we're about a week awaynirshipping our initial beta software to the
affiliates. They'll be kicking the tires over the nexdnth or so. Some time right after the first of
the year there should be real people somewhere buying#toffwhat the platform is that we are
producing. I'm trying to be vague because I'm thinking thisiisggo be one of the great headline
events of all time so why should | give it away tayere?

>> Female speaker: Because you've got a lot of peopldistereng and they're paying attention.
Is there any one else from the panel who would likeyoasiything before we release Steve? |
know, Jeff. | know.

>> Jeff Jarvis: Oh, no, no, no, no no. Steve and ¢ Isand it all.

>> Steve Brill: Jeff's my bud. Thank you for having me.

>> Female speaker: Thank you. Okay, next we're goihgdo from Lauren Rich Fine who is
going to give us a brief outline of a few of the emerdinginess models. She's the research
director for Content Next Media and also a practéioin residence at Kent State University's

College of Communication and Information.

>> Lauren Rich Fine: Actually, quick correction -- | baxt been with Content Next for about six

months.

>> Female speaker: Oh. I'm sorry.

>> Lauren Rich Fine: That's okay. You know, one efrtisconceptions is that this is an industry
that was always supported by just advertising and circualadiod that's not really the case,
although I think an earlier speaker did note that the ruofgfassified over the last 20, 30 years
did allow the industry to get a little bit sloppy and faxtus on those other efforts. But | think it is
important to know why advertising model was working and semse it is because whether it was
newspaper, TV, radio, they were aggregating audienceslef schether locally or nationally and
providing that access for advertisers was considerel¢ regdortant of value. And on the



circulation side, | think one of the real problems asstegt to approach getting consumers to pay
today, is that they were never trained in the pasaloe newspapers. Newspapers never really
sold them on the proposition of paying very much. Any toineulation rates were raised there
would be a decline in circulation. And I'm glad that tidusstry, a little bit late, is catching on that
they can raise the rates today because, in fact,|dlyalists will pay pretty much any price at this
point and that's why | do think journalism online has a chande successful because there will be
those loyalists who will pay online as well. Onelwd things that | want to get to though, is also on
the cost structure side. That's an area where | thenkndustry has been entirely negligent and |
guess the headline there is with the run-up of revenueipdst the industry tried to provide
everything to everybody and now some very difficult deas need to be made. You can no
longer provide everything to everyone with your own origimedtent, which is something | think
Jeff will talk about. You do have the ability to aggmée what's going on in your community as a
local newspaper. You can play editor, which is tile you should be playing. So, | will get to
that, but ultimately, as we all know, the real chadle today and why we are talking about this is
the loss of classifieds. It was a commodity. Newspawere very good at housing it. They never
stood a shot a trafficking it online because it was destméeé free. It is better online. | don't
think newspapers committed suicide. | don't think they bad a chance with the amount of
infinite supply that exists. It is pure economics. Miitfinite supply it is very hard to charge for
things. So ultimately, what's everybody to do? | thimkad model will still work. 1 think we

need to broaden the definition of it. It is no longer@y display ads or search, but it is going to
be getting back to the scale model and providing somethingwd.va#i lot of newspaper websites
don't have a scale even locally to still do that, bitey put a nice bear hug around all the local
content in their community, and represent some ofktlhimsygers, they could, in fact, use that and
become the dominant local ad network in their commuriltiyere is still an opportunity. There are
not strong local ad networks as of yet. And so, thergtbint is also creating scale like a "New
York Times," an MSNBC, a Huffington Posts have done, @se direct ad sales force, because
they are still able to charge a premium. Newspapers hatvdone enough with sponsorships.
There's still opportunities to take traditional adverssand allow them to be ongoing sponsorships
and help -- basically giving them access to the audietliogying them that engagement
opportunity, the opportunity for sponsors to create sontleeo€ontent, which | know historically,
has been an issue. But if it is well documentedthsrean advertorial or sponsor content, it has



been highly successful. When people are looking formmdion online that advertiser knows a lot
about their product and that information is valuable. himking, not because Mark Contreras is
sitting right there, but E.W. Scripps years ago triedebinto the yellow pages business. They
tried, they failed, they got out of it, but that opportymibes exist online to create really
comprehensive local directories. Most small businestiiédon't have a website. Most of them
don't need it, by the way. But the newspaper has the opggrtorsiell to them the opportunity of
some type of a brochure, where something to gives thalacta holder there that would allow them
to participate in new ways that our consumers arerfqdusinesses. They can host these
websites, they can create them for them. | recogaimt) feel the need to say this, newspapers
have historically had the worst ad sales forces knewnankind. | can say this, | am the daughter
of an ad sales person. But, | can tell you that tisea@ opportunity, Lem was talking about it
earlier, with training. You really can improve the sghkeoposition. You can do these online
directories and websites and it will give the opporturatintrease the ad base there as well, by
opening it up to the local community. Newspapers histoyita#d to get into direct marketing.
Very few of them have done it online today. "The NewkvBimes" does a great job with their
email business. Newsmax, a conservative news orgmmzaas a great business with their email
marketing. Again, it gets back to access. They've agg@@at audience that thinks a certain way,
they provide that audience using an email product, and | thenbeign highly successful. And it's
one that can be done much better. On the subsceiegy Iifm not really someone who believes that
there's going to be a lot of subscriptions paid for gdneterest news. | think the American Press
Institute just put together a great compendium of what af individual news sites are doing, and
looking through that, I tried to do the calculations. Math skills are actually reasonably good, it
wasn't 10% of the audience that seems willing to pag fpeneral news product, though | do
believe they'll pay for specialized products, things kfaity is doing in Milwaukee with the
Packers site. There are things that people will ingag for. | think other specialized sites --
obviously the "Wall Street Journal” will always be atdedo well with subscriptions because there
is a real return on investment for the user of thatesdarwhen they do a trade at certain lower basis
point, they've saved money, they've paid for that subsmniptihe same for Bloomberg, Reuters,
the FT. But certain media sites could do that thatyntd us are familiar with. My prior employer,
Content Next, with paid content, probably could chargeesmoney for their comprehensive
coverage. They do have a lot of competition. Thiarranging from geography to topics is a



difficult one for newspapers to understand but that's wieabpportunity probably lies, not getting
you to pay for their geographic concentration of newstmybe paying for things that are
specialized. We have a group in Cleveland called "MedKistys" that's trying to do a syndicated
model of news on the medical industry but doing a deeplabadly into communities where it
matters, like Cleveland, like Minneapolis, like Bostamy gaking that content away from the local
paper but syndicating back to them. I'm intrigued by the garafanemberships. Pittsburgh Post
Gazette is trying to do this. Newspapers used to dohey Tised to give you reward cards, you got
discounts at restaurants. The same thing can be done.oftlicreates that engagement. | think
that it fits nicely with Jeff's model in terms of theabéug in your community. Philadelphia has
experimented with discounts on books on their commaetiee sthink there are some commerce
opportunities as well. The idea of matching advertigétts content like Demand Media and AOL,

| think it is actually very smart. It goes back toevehat Murdoch was saying of trying to get
people the news they want. | think the flaw in the magjedhat this whole workshop is getting at,
is if you're trying to preserve democracy, giving peoplatwhey want probably won't end up with
the kind of coverage that most of you in this room yealint to provide, and therein lies the real
challenge. And that was the beauty of newspapers, wiashhe spinach was on the front page,
Britney was on the back page. And that is going to coetio be a challenge. But again, it comes
back to good marketing. On the commerce side, | don't elquat newspapers to set up their own
commerce sites, but there are different types of cercenthat exist. My prior employer was in the
conference business very successfully. Marty mentieaddr the event business. There are
opportunities. The "Wall Street Journal" has donerg geod job, as have others in the conference
business. Unsuccessfully, my prior employer triegdbinto the research business but in fact at
some point when the economy's better, specializesl witebe able to do syndicated research.
Books. Releveraging content. "The New York Times" hasyd done that, they releveraged
content for TV. Licensing, going back to whether it ifmGoogle or others, or Daily Me and
others that are trying to aggregate, there will be aweystream there, but it won't be a very big
one, and I'm surprised with all the time spent talkinguaio | would mention the hybrid model.
Print isn't dead. Newspapers still sell a lot of adsegi.  And, if we can improve the sales force
they can do a good job. A lot of the news sites Weak created that were meant to be online only
are finding that by printing they still make most of thebney. A great example is Politico. Most
of their money is being made in their print edition tqdgat it is a very robust national website. |



can think in my hometown of Cleveland, the "Lakewood @& and all the Observer editions
they created originally was originally dreamt up as a 24ef@site supported by advertising. They
make all their money by printing every two weeks, but they have a very robust website being
supported by the print edition. | mentioned the cost siléat of what's going on today that |

think is exciting is important. It does get to things likebal Post which is trying to create a
consortium of really strong overseas reporters,tg geProPublica, citizen journalism, sharing of
costs, but it requires the news industry to really siklzand figure out what they have to cover and
what their town really needs to be resourced towards.ekxample, investigative journalism. Take
all your reporters and put it toward investigative jousmland find other sources for movie
coverage. Crowdsourcing citizen journalism restauramewes, Yelp. Others are doing a really
great job of this and the newspaper doesn't need to spentrtigedoing it, but they could
reallocate their dwindling resources toward this, butaftimprove that ad sales force, they could
really have the resources to support their community. linggo stop there and -- oh actually, I'm
sorry. Two more quick points. Mobile is an area thatrk newspapers will be able to charge.
You are now providing something that's easy for someoaedess, you're giving them the
opportunity to access it where they want it with samgency. I'd be surprised if many of you
really would give that away over time if you had the opyaty to charge even a very small
amount. | was surprised that | was getting my "Wall&tdeurnal” for free on my mobile phone
and | was very proud of them that they finally starteargimg me. And of course | will pay for it.
And | think the e-readers are going to be important, aldtey create that same mobility. It is a
formatting opportunity. In a perfect world, newspapers waalkkr print another hard copy, they'd
get rid of that cost. They'd force you into the e-ed#i It's not happening successfully today, and
the ones that exist on Kindle don't include advertising santwouldn't be very economic, but
over time | think the competition of the e-readers,itledusion of advertising, the opportunity to
edit again, get people to eat their spinach along withything else, stands a chance at being
successful. So, ultimately I'm optimistic but I stillrtkithere is going to be some pain ahead.

>> Susan Athey: Thank you very much, Lauren. Now weyaneg to add the prospective of one
of the world's most successful newspapers, one thdtdeasmentioned many times today, quite
favorably, with Robert Thomson, who is the editocimef of Dow Jones and Company and the
managing editor of the "Wall Street Journal.”



>> Robert Thomson: Thank you very much, Susan. And thankhauren. | know we focused on
declined, but I'm in the embarrassing position of editingvespaper whose circulation is still
rising. | think the apotheosis of the journalist came wRehert Redford was cast as Bob
Woodward in "All the Presidents Men." I've met bob Waard in passing. And while he's
certainly better looking than | am, and no doubt, intelligha's a rather ponderous, even
lugubrious sort, who's really got the manner of a Hatlgd villain. He is no Robert Redford. But
inevitably, after deification comes decline, and so i&eator or actress were asked to play a
contemporary print journalist, who would it be? Soméeleled, disillusioned individual.
Perhaps Mickey Rourke, prophetically hanging around newsrdwmws)g drinks, looking beaten
and bedraggled. So here we all are, questioning the funddsnehtaepistemology. It's certainly
fair to say that far too many journalists have failedespond with flare and creativity to the
extraordinary opportunities provided by the digital age. Oneecaluthat failing is the inability to
understand how fundamentally the life of the readecchaaged. Instead journalists -- thankfully
not at Dow Jones, have been seduced by status and bpasomers of prized consciousness.
Journalists should not be prize hounds. They must béyuand feisty not lap dogs with laptops,
or meek members of a political movement or an arm eégonent. Some journalists even think
they deserve to be funded by the government, much like exhibihe Natural History Museum,
stuffed and lifeless, and on permanent display in a newsraar you. What we would be creating
is a new class of content concubines, kept men and wasmenvould depend on handouts for
their existence. It is clear in the digital worléthhere are two types, the creators and the
reverberators. The latter group is mostly an edit@chlb chamber. The noise is sometimes
alluring, but there are neither composers nor musici&os.a period it was hip to accept that all
content should be free all the time, but there wanddmental flaw in that argument. It benefited
those who distributed content, but not those who crehtgctontent. As a result, the content
landscape had to be changed, and editorial-only had tdOemdntent at the start of the year was to
prompt and provoke a debate about the value of conterthandegin a second phase of debate
about the -- about how the value can be best realideglthird phase is to act on the most
intelligent ideas for emerging models -- a phase thacasitinue the exponential evolution of the
web. The character of content is again changing, amtl ot all be free. What will the
aggregators aggregate, and in the end, what will the vei®dbgle" actually mean? There will be



much haggling over the coming months, but that's as itidt@u News sites which are now free
must re-examine the worth of their assets. Their plists, as Lauren said, their audience, their
archive, their role as platforms, and think creativelyulwhat is a premium experience so that
there is a real distinction in the mind of the read&ke need to examine endlessly how people use
their web or their phone or a reading tablet and t#ilerpremium content to suit that platform. We
need to tier content and price accordingly. Instealehobrizontal web as defined by certain
aggregators, there will be more valuable verticalss dtib but true to say that there will be an
ever-increasing role for bloggers and citizen journalistsfanthe world of wiki, but the Internet
age cannot just be the triumph of amateur hour. Yol dead a sophisticated algorithm to prove
that there is a clear digital deficit between the enircost and the value social and commercial of

content. Thankfully the era of content "can't"li®@st over. Thank you.

>> Sue Athey: Thank you very much, Robert. [ ApplaudexXt we'll hear from Chris Ahearn who
has been president of Reuters media at Thomson Reirtees2002. In that position, he oversees
the publishing and distribution of news and information ses/to media and business

professionals. Chris?

>> Chris Ahearn: Thanks. It's always daunting to ga &@ert. | only have a couple minutes, so
I'll make this quick. First of all, journalism is notngynymous with newspapers. | think we're
obsessing a bit too much on newspapers here, for whabith. Second, journalism will

definitely more than survive the Internet age. It i;xgdo thrive. It will thrive as creators and
publishers embrace a collaborative power of the nelantdogies, when we retool our production
and distribution strategies, and frankly stop trying tederything ourselves all the time. And |
agree with Mr. Murdoch and with Robert that the bold survive, and the timid will fail. And

they should. Now that said, the newfangled aggregatarsrators and the dominant search
engines are certainly not the enemy of journalism, butare they the salvation. They do not
always refrain from doing evil, though they say theyidaheir pursuit of profit and audience, and
they do fail to do unto others at times. Some do steatright. And they completely copy what
we do. And they take that and then they monetize it adgthetworks like Adsense. That happens.
But they are also constructive and competitive mentettse ecosystem. | welcome them. And |
welcome the link economy. I'm sure we'll continue toulscthat around this roundtable. At



Thomson Reuters, I'm lucky enough to oversee both thiel'eonost indispensable news agency as
well as our innovative publishing arm, Reuters.com. So laggpéak out of both sides of my
mouth. I'm both a supplier to many of you sitting hered, iarsome ways, with what we do with
Reuters.com, you are a competitor. As a result of éhiat of people here wish they could roll
back the clock. | don't. We're leaning forward intowleds of change. We see major
opportunities there on the horizon. Like others, vappgle with the issues of content, scarcity
versus abundance, as well as the issue of contequaemess versus utility, but we try to find a way
to make money out of each of those different parte@iertical. To maximize a value, we focus
on the power of verticals in issues, a lot like abaoibdrt was saying, and the importance of
subscription models. As a firm, we make 90%-plus of ooney out of subscriptions. We focus
obsessively on the needs of professionals. We dontttede all things to all people. We want to
create journalism that has unique value to our clientsyanpartner with others where it's
warranted. And probably most importantly, I've heard afloalk today about content. We focus
on services. We focus on things that add value. 'Caug&lIpeople pay for a service. As the
world's most indispensable news agency, we're verys@mton long-term health of our clients,
those of you sitting here the industry, and particuldmyneeds of news professionals. To foster
cost-efficient growth, however, we see an opportumitygfeater collaboration and partnership
amongst content creators. We see a world that opemswgrooms and news gathering processes
to allow for the highest quality and valuable conterfiaw better from content creators to the
publishers. We see this as a new network of syndicatimhijt's predicated on the needs of
publishers and their audiences, not just on what we twgmbduce. It's inherently multi-source,
something that doesn't exist today, with rights thatefemed and with multiple revenue streams,
be it a subscription, a la carte, bulk purchases, link @tkharing, et cetera. This is a B2B
content network that the world needs now, and somethatgntd are building. We see this
platform as an open network, that applies consistetdadata in an open way to create intelligent
information that's designed to help publishers and broastsasttter manage their own and third
party content. This is not about locking people down.s ©not about blocking search engines.
This is about allowing creators to make more money fiwem tontent and allowing them to
choose the model that they want to monetize overaugecwe believe in the value of the creator.
We believe that the creator must and always and shoyddibend it is an open platform that
allows publishers to save money by specializing and focusinghahthey do uniquely. And to



paraphrase my friend Jeff ,who | don't always agrek, wititsource the rest. It will allow
publishers to right-size their efforts. Because lat'fidinest, most news rooms are still not right-
sized. And stop wasting on resources on things thatraadsdone by others who frankly do it
better. We're optimistic about this. We think thatt ttoupled with responsible behaviors by all
participants in a weak economy, and | stress all. Welseevolution after new golden age of

journalism and much, much more.

>> Susan Athey: Thank you very much, Chris. We're going to hear from one of the bold, Josh
Marshall, who is editor and publisher of talkingpointsraezam, what "Time" magazine calls
prototype of what the successful web-based news organizaiikely to be in the future. Josh?

>> Josh Marshall: Well, I've been asked to talk briafhput aggregation and the rules that we
follow in doing aggregating. The truth is we don't do thathmaggregating. It's not the -- it's far
from the dominant thing that we do on our website. Chwlgvorganization is based around
original reporting. The percentage of our staff thatisorial versus business and publishing,
about 80% of our staff of almost 20 now is reportersra sort or another. What we do do, the
stuff that's similar to aggregation -- and | think what wenith sort of our sweet spot and what we
do best is what | think of as a hybrid of original reporting aggregation, that I think in many
ways is more natural to the digital news environmenhat¥ mean by that is, for instance, one of
the stories that our organization got a lot of atterfoorwas the U.S. attorney firing story back in
2007, and we broke a lot of that story ourselves, but we megrne only -- we were definitely not,
even at the beginning, the only organization on thay.stdfhat we were focused on doing was
both doing our own original reporting, but also narrathegentire story and recognizing that we
were not the only ones covering the story. | thimtin many ways, traditional news
organizations, certainly newspapers but even the nevaldigtarnations of these, still in many
ways work organizationally in terms of their -- inrtex of their presentation with the fiction that
they are a sole source of information. The kind aflyaveird concept is that you have one source
of information, and it's them, and there is blindersootihé fact that you obviously have many
sources of information. It's even more the casedigital environment where we're not constrained
geographically, like we were -- certainly in the overlap@nga when you were pre-Internet, but
post one or two-paper cities in most major metropobii@as. So when it comes to aggregating,



that's what we do. We don't do nearly as much esa bther organizations do. That's their
business. It's not really our concern. The one thinguld say in terms of rules that we follow --
obviously we follow the rules that our general counsedgus, which is always a good place to
start, | think the basic ones are common senseoulfe ever -- | think it's natural to do brief
excerpts in the course of your own original reporting. réfrt X, Y and Z and also this other
organization reported F. | think the key is there'serdlobviously are the still-evolving but
relatively straightforward Fair Use Law, but it's muob expansive. As you can see from what a
lot of other organizations get away with, and there ishmigthter definition that we try to follow,
which is a common sense one. Are we excerpting so nathhtere's really no good reason why
the reader would need to read the whole thing? And | thidawbu use that standard, it's very
common sensical. It is far more straightforward tthen39-pronged legal analysis that our lawyers
are always trying to get me to understand. So | stickthd@h So that's what | would say. We
don't do that much aggregating. What we do | think is a thyddroriginal reporting and
aggregation. And when it comes to the margins, thastharguidelines we follow.

>> Susan Athey: Thank you very much, Josh. Now we'll ntov@ri Kasi, who is vice president,
general counsel and secretary of the Associated Press.responsible for the AP's legal affairs
globally, overseeing several strategic initiativenigilving media law, intellectual property rights,
not surprisingly, and the corporate governance of aatligpoperative of AP members. Sri?

>> Sri Kasi: Thank you for the opportunity to appear bejane today. I'm going to skip a number
of comments that | had written, given the number oékpes have already previously addressed,
and hopefully what I've got left will add some unique imiprithe impact on the web, we believe
on the news industry has been especially and unigaeérs for reasons that spring forward from
three simple truths. the first is that the busiredsgews, information about our product is our
product. If you have described the details of a news,syotyhave told the news story. You just
heard an example of excerpting as a means of destroyimgltieof a news story. You heard Ken
Doctor talk about the fact that over 50% of the audiglacet click through to read the full story
and are content with reading the excerpt. The secahdtisnost news content has a limited shelf
life. Those who invest in gathering news have a lbviaflow to attract audience while the news
has immediacy. Third is that the commercial valuadividual works of news is only realized



within the context of aggregations of many works of ne®s.if you've grasped these three truths,
you've understood the challenges, the digital challerigesd by news publishers who invest in
gathering and distributing original news. Once a publishassts to put news content on the web,
all or portions of the content is republished or distribitgdthers, ad infinitum, at virtually no
cost. A consumer who browses such republished informd&omes much of the value of the
original news information conveying the economic valuthefcontent to the republisher, the
engines who bring the audience to the content, anaddvertising networks who facilitate the
modernization of that content offsite. While the ovad news gatherer and publisher of the works
are left with the cost of creating those works, but @nfgist shrinking opportunity to realize
commercial value from their own publication. For thkesaf so much that this society holds dear,
that cannot be allowed to happen. Preventing it is priynidne obligation of news publishers who
must find new ways to connect with their audience andsimdrage the unauthorized exploitation
of their content. The AP is committed to helping thé&md how are we doing that? We were
originally formed as a news gathering membership of a catye of newspapers to tap into the
efficiencies and opportunities promised by the telegraph, itterian internet, as some people
have labeled it. The AP has adapted through the yebesctone a source of news for radio,
broadcast, television, cable television, wired Internetraobile web platforms. Along the way, the
AP corporate governance is replete with example®oflicts about how the new distribution
platforms might affect old distribution paradigms.oAd the way, we have come to appreciate that
the -- what economists have characterized as econofmsesle and economies of scope, the
importance of that, the importance of that to distribudad how distribution is important to fund
your news gathering. While no one can say with cest&iow serious professional journalism can
be made to thrive in the digital economy, it appeansstthat the path to survival and success must
begin with three steps. First, news publishers nedédvelop new and more effective ways to
monetize their news assets on their sites and et&sewtb have a legitimate chance of earning a
return on their news gathering investments, and a smadlow when the news has value. Second
while consumer choice in the search-drive marketplagg e at this aggregated story level, the
story and the publisher need to be part of a larger aggdegeteork of content and audience to
have a real chance of attracting and retaining audierttgrawing digital revenue. Third, the
creator and publisher of virtual news networks must bgeosated for the exploitation of their
works by others in new services that leverage this cofdgetheir own profit. Those who want to



benefit of the news content must help with coveringcth&. The AP has developed a strategy to
pursue these steps for the mutual benefit of those ertént creators and publishers which should
allow third parties of all types to exploit and benefinfrthe news content from this collective
activity while allowing the cooperative and its memberauapsrt professional journalism. Thank
you again for your interest in these matters. We eve&your perspective and ideas for the digital

news business.

>> Susan Athey: Thank you very much, Sri. Now we're ggoanmove to the technologists on the
panel. And I'm gonna switch order a little and ask Mark Badgo next. Mark is the project
director of the automated content access protocol pré€xAP, and a director of Rightscom, the

specialist London-based media consultancy.

>> Mark Bide: Thank you very much. Our brief here isaie about business models, but I'm
actually going to talk primarily about copyright as theld@aof media business models. Media
business models almost without exception are as depeodenpyright today as they always have
been. Copyright provides the incentive to create andtthdistribute as widely as possible an
incredibly diverse world of content. Making a returniovestment in content, whether we're
talking about news or education or entertainment, depamtiaving the mechanism to choose,
how that content is distributed, used and paid for. 3kdtat copyright was invented for 300 years
ago, and that's what copyright remains good for todayor¢ownould seriously deny that the
Internet has catalyzed the need for fundamental chartpe media. The democratization, the
mechanisms for the creation and rather more criyictde distribution of content provide
unprecedented opportunities for new entrants. And we'vel loggte a lot about that today. But
some things including high-quality in-depth news are verymsige to make. The need for
printing presses and trucks may be reducing, but people witeamd shape the news still expect
to be paid. The investment in the technology infrastineds also far from trivial. An internet
without this ever-growing richness and diversity of contbkat we've come to expect would be a
very drab place. But if we want the content, we nedthtl online business models for the media
that provide an adequate return. Yes, we'll still havéerrcreated by people who earn their
living in another way. Yes, as in the UK we may hase/s content paid for by the government.
We may indeed have news content paid for by wealthy indilgduBut in the absence of



functional business models, those who need to makei i@ investment will ultimately have no
choice but to take their content or more probably tineestment somewhere else. The argument
is often made that the Internet has made copyrigleirant and outdated, but I'd argue completely
the opposite. Rather it's highlighted the importanceopiright in creating a vibrant and plural
media sector. It is certainly true that up until nowhaeen't made copyright work very well on the
internet. Rather, it's tended to be ignored as an yo@nce or sidestepped. The time has come
now for this to change. For us to make the effort to nealpgright work with the grain of
technology rather than against it. We need to harhessuge potential that technology has to
make copyright functional online by creating the technwalktto make copyright work at
machines and machine level rather than at person to gexsn ACAP, the automated content
access protocol, which | manage, seeks to provide a mo@sseiftial part of that infrastructure
which is the language which machines can speak to one an@he focus is on creating an
infrastructure that's universal, not owned by individualresses, not combined to specific media,
not telling anyone what their business model should baropen standard available for anyone to
use. | will contend that it's through the restoration r@sgect for and the effective operation of
copyright on the network that journalism and countlelsrdibrms of creativity and investment

will find new ways of working, new audiences, and a neagdeof life for the future, and that's

what ACAP is about. Thank you.

>> Susan Athey: Thank you very much, Mark. Now we'll Hein Danny Sullivan who is editor
in chief of Search Engine Land. He's been helping wettens, marketers and every day web
users understand how search engines work for over a decatlee is widely considered a leading

search engine guru.

>> Danny Sullivan: Thank you very much. | wasn't certaintwiatart off with, so | thought |
would kind of give you a personal tale of online emergingnalsrand models. My journalism
career started effectively when | became a strifgethe "Los Angeles Times" in the '90s when
you heard that there were 2,000 people out there. A bigobulk, about 50 of us, worked in the
Orange County edition. We weren't paid a lot of mobeythat's how they did their local
coverage back there. Sorry. | used to be a stringehdoitA Times." | didn't get paid a lot of

money in the '90s. But they sure got a lot of local cayerout of us when they were in the middle



of a newspaper war. The war was good for us, it widnini, one of the last ones | was fortunate to
witness. | moved over to the rival "the orange cpuagister" and became a regular reporter and
eventually left because | saw the paper muddling aroundatrichawing what to do online. They
couldn't decide if they wanted to go with AOL Prodigy onpaiServe. | had seen the web, it was
1994, and | knew which way it was going to go. So, | leftlestdrted doing web development and
| stumbled into covering search and how search engindsasamy beat. | started doing some
freelancing for some magazines that decided that seasIlswch an important topic that it was
worth covering once per year. And | thought it could beeoed more than that, so | started doing
it on my own, been doing that for about 14 years nowd Bhave had paid content on a website
since 1997. | have a website now where | employ twetiful editors, four part-time editors. |
have a staff of 50 columnists. Not paid but eventuallyl getlthere with them on that. We
produce a good healthy chunk of original content, realig swlginal journalism on our topic area.
We're profitable, we pay for ourselves. We've done thisyadrowing up on the web. And doing
all these things, multiple revenue streams, evenss,lead generation, membership fees, all that
sort of stuff. And | love newspapers and, well I'll atiyupush back some of the things | hear
about what goes on with search engines. It is nmrthé balance side of things. And so some of
the things I'll point out is that | know intimately wheomeone takes a story that I've actually
broken and it goes out into the mainstream publicatiaut. uBlike what happens with a lot of
bloggers, the mainstream publication probably won't cite evtiezy got all their research from. Or
if they do cite it, goodness knows | probably won't gatlafrom them. And | probably spend two
or three days, pure days a month on the telephonevaritbus reporters. And | get some free
traffic, | suppose. | primarily do it because | like théustry. | like to help people understand
what's going on and | think it is worth the time to invMeghat, but I'm not paid as a source.
Journalism would be a lot different to do the quality j@lism you actually started paying a lot of
the experts out there that you get their expertis&derby calling them up on the phone. Because
they'll talk to you because you have a big audience whialggb delivered in part from some of
the same people you're upset about sending you that aeidi€ondree can work in a lot of ways.
Another example where free works in a lot of waysh&n we hear complaints that, well the
aggregators or the search engines are taking content guigt bmefiting themselves off of it.

The same newspapers, every reporter | ever talked tdaasrge to research a story. And those
sites that are out there that are not newspaper s$igsstill have good information. They would



like to get paid, too. They're struggling along with ads amdy#ving else. They're figuring out a
way but newspapers aren't having to paid for it. So, | guedd)\& got 30 seconds, | would just
really say that, | have concerns about fair use als Wwebn't like it when someone steals whole
scale my entire content. | try to exercise care wimemgoing to summarize somebody's other
article in the same way, not summarize too much thas gath it. | don't think showing
somebody's headline is a violation. I'm open to heasausision on it that's reasonable and to see
where it goes. But when we also talk about the idetthiis headline is somehow theft, | would
probably characterize it in another metaphor”-- telexiss largely free. And | don't hear anybody
complain about television guys that list television chésaed what's on and what's going to be in
those shows. Plenty of people will read some of thioisgs and decide | want to watch this show,
no, I've got enough, | don't need to watch that showbolyp complains to TV Guide, you better
drop our news”-- you know, our television shows ouhef tistings, out of that guide. So I find it
difficult sometimes when | see offline metaphors bdiaegmnline and get kind of twisted around.
Anyway, I'll leave off by saying | love journalism and Ict@ally like to see us get to more
productive ways rather than a lot of the rhetoric wel tt® get.

>> Susan Athey: Thank you very much. I'm having a varg kime resisting the impulse to dive
in to the many issues that have been raised. But deffsJs going to give us some examples now
of business models that you have been experimenting \fi is an associate professor and
director of the interactive journalism program at thg gniversity of New”York's new graduate

school of journalism. And also he is the author ohdMWould Google Do."

>> Jeff Jarvis: If this were Congress I'd want to yieldtime to either Danny or Robert, because
they're going to do a better job than | do, but it is m@Zess so I'll grab it. | just want to mention
quickly, I think that its important to look at the fundamtal changes in the business realities of
media, and they're not going back, we've talked aboutdtlay. And the Guttenberg age which
lasts for 570 years, you could sell the stuff in a cenay, God Bless it, it worked. We are in a
new reality today. In the link economy versus contenhemy, all you need is one copy of
something and it's the links to it that bring it value.efEhare two content creations here”-- two
value creations. The creation of content and thatiore of the public for it. And they both bring

value and in a sense | could argue that we should be grdtafuboogle doesn't charge for the



links but it doesn't because it wants to maintain ita ovedibility in this world. And so we have to
rethink the link economy which brings a whole bunch bkoimperatives, like staying open,
finding efficiency by being specialized in a way that Darsand it is up to the recipient of the
links to monetize those links. And if you can't, thats@oogle's failure, it's yours. That's one
point. The other point, the only reason I'm really hete talk about the new business models for
news. That we thought that there was too much moangijngy mourning, and mulling about
the business and too little specifics. We wanted to relséa come up with specific business
models for a metro area and what it looks like. Andunwew it was pretty obvious”-- this by the
way was funded, we're grateful to say, by the knight foumadan the first phase of this research.
It's obvious to us that a dull old newspaper is not goirgeteeplaced by a smart new newspaper.
That what's going to come and what its building right moan ecosystem of many players who
operate under many different motives and means and bsisnotels. And so we wanted to
investigate those, we look at it from four perspectivdamber one, the hyper local blog. Again
this is a metro area, and we've found, this is the mgeiriant number I'll give you, we found
hyper local bloggers covering a town of 50,000 people who argibgi in $200,000 ad revenue
and they're bad businesspeople. They don't know howltohssfre selling good old time ads,
they could be much better. But the point is thatsastainable building block right there. We see
this building all over. | have all kinds of unemployed jmalists who are now trying to start these
things and we want to try to help them do that so theyheae a sustainable model. The second
perspective we looked at™-- let me”-- so the problem thighhyper local model we think is first
there needs to be a better product mix for what yoelli@g the advertisers. They like newspapers
don't do a great job of it. But second, very impdiyanhere must be the creation of networks that
bring together value that if a paper were going to th&ebawhole foods is not going to go around
and find the bloggers themselves. Someone has to crevalire whether its by a whole metro
wide area, whether its by a few towns or whether inapprtantly, its by an interest level in a
market or elsewhere to aggregate these audiences andrigistdor business we think is
important. So hyper locals is number one, number tweibelieve there still is anew news
organization. It is much, much smaller. It operatey déferently. 1'm going to foil you because
they told me | should go on for just a little longer, btalk really, really fast. The new news
organization. We hope that this is still an organizati@t does metro wide beat reporting, does
investigative reporting which we think still get news orgamue attention but it now operates in



new ways. Because of the link economy it can opecati&shoratively with this network, this
ecosystem of other players. You could journalism in waws, you can do journalism together in
ways we never could afford to do before, and therenargy examples of that that I'll spare you
right now. We also looked”-- so that’s the secorttiésnew news organization, the third is the
framework, the framework that enables these networiama Now when we look at all this we
did not include in this”®-- we may mention of publicly suppdrhot for profit journalism. We
basically said if the market doesn't take care ohalljdurnalists, and it won't, where should this
money go best, but we don't know. Second the valuelohteerism. Wikipedia calculated when
we presented our models at the Aspen Institute, theuleétd they told us, Sue Gardner, the value
of just edits in Wikipedia, the edits alone, theyrémsxl a low per-hour labor cost to that and it
added up to hundreds of millions of dollars of effort and valyear. If we work on our
memberships, a true membership is "give me my money agd/éllyou a tote bag." The true
notion of membership is collaboration, is doing things tiogre So the value of volunteerism, the
of value of ethnic media, the value of government prarency, which is vital we've got to fight for
this now because that has an impact on the ecosysdadidn't include that in our modeling. At
the end of the day we saw that”-- we did the models aegharvith business analysts that did
them, we found that we ended up with 277 full-time equivgtamnalists in a market that probably
has today about 300. We found that the revenue we proj@asedbout 15% of what a company
like New England media, "The Boston Globe," is bringm¢pday. Which is about what
newspaper companies are bringing in online, 10% to 15%. Smihiewas we saw a sustainable
journalistic model that enables a community to have aivalgmt amount of journalistic effort that
was actually closer to the community, more targeteddadommunity, more answerable to the
community for a lot less money. It is much, much smalléhe mogul who says I'm this big, isn't
going to be that big anymore. All right, there are gadmge a lot of people that add up to an
ecosystem that we think is even bigger in journalism agltcevoptimistic. So finally, why are we
here? I'm not sure, because | am optimistic to a #udtit the future of news and journalism. The
barrier to entry into the media has never been lanvdre history of mankind. We have more
voices, more diversity of voices in this country rigbtv than we've had at least in a half a century.
But what we do need is a level playing field, a leveldavind my caution to you, my begging of
you, stay off the lawn. There are tender sproutsagsgyyou are trying to grow. And if you as the
FTC talk about nasty aggregators and how we're going tonitbathem, or nasty bloggers and try



to bring in government regulation to that | fear that goeigoing to, as the very name of this days
says, journalism surviving, surviving? Hell, no. Journalsiprospering and growing and doing
great things. If you are talking about surviving you arenglkibout the perspective of the old
legacy players who have had a decade and a half to get¢heogether and they didn't. The
future of journalism is not institutional, we now know.islentrepreneurial. So all | would ask is
stay off the lawn. By the way, one more thing. fEhane thing apparently today, we could have
Rupert®Murdoch, Arianna®Huffington and Steve”Brill and mesagrg on. You can't imagine a

more diverse group.

>> Susan Athey: No, | really can't. So, what I'd li&e&ld now is turn to Josh"Marshall. We have
obviously a whole discussion to go through in terms @BHo-B model that Chris was talking
about and that | suspect Sri is thinking about as welbbmntrast to business to consumer
subscription. But I'd like to start out with someone \abtually has been running a successful new
business now, and ask you, Josh, how did you”-- when yaigagéng through this process of
creating what has become talking points memo in thintiteration, what do you find"*-- what

did you find were keys to success? What would you advisegaopto do?

>> Josh Cohen: Well*-- it's been around for almestyears now, but its only been a business in a
real sense where we have more than one person runaing all the rest goes with the corporation
being in business for about five years. A few things ctimmaind. One is the relationship with our
readers is obviously incredibly fundamental. When Itkay| always have this feeling that I'm
going to say but we really mean it, because | feelfbkea lot of organizations its sort of a
throwaway line. But its critical for us. Early in thistory of the organization we raised money for
new projects for directly from our readers. Basicatiluntary subscriptions, which were key in
allowing us to start new sites. | think the main thimat tkeeps coming to mind to me hearing this
whole conversation is how much a lot of what's happemimgeidia today reminds me of the not

the technological transition but the corporate tramsibietween trains and planes. Railroads used
to be where all the value is. They were like thecothpanies today. Tremendous sitting on tons of
money, huge profits. Logically speaking, since air fliglas another means of transportation, you
would think that the railroads would have been the orsspibneered air transportation. But it
didn't happen, ever. And it wasn't just because of gpfmwple didn't make the right investments or



diversify or something like that. | think what you seéhist running on one kind of technology
suffuses an organization in ways that are not alwaysnhately clear looking at the surface. And
| think that's why, again, what happened with railroadsaantlight happened. And when | listen
to these discussions of*-- at one level, yes, ewaylknows that the Internet is totally different
and information is distributed different ways and blah lblaih blah blah. But, when | really look
at the way a lot of legacy news organizations”™-- and &lyltbnly mean one that existed pre-
Internet and they're now existing in some fashion ortematow on Internet”-- when | look at
those, | look at the ways that the organizations tkéras are structured, how reporters operate,
how they interact with their editors, work flow,wahey see the clock. In a lot of cases, certainly
very different now than it was two or three years dgbink one of the reasons we've been
successful to the extent that we have is because wels native. We don't have any legacy in a
pre-web existence. When | see a lot of the big pagerd)i news organizations that are in many
ways doing incredible things on the web, | see the orgammedtimprint of print still defining the
organizations. And I think”-- | talk about this a lotlwviny reporters, that there's a lot that we
think of still as journalists”-- put my journalism hat mow rather than my publishers hat”-- this is
what journalismis. You write it this way, it's thang, you got your lead and you're not grabbing
stuff like that. And a lot of that is still how jourisam is when you exist in a printed once a day,
and then cannot revise it model. That suffuses mastttiak still most journalists, in a lot of ways
even most journalism schools' idea what have joumals | don't mean about verifying
information, | don't mean about having quality sourceshink that all of the standards and
integrity get taken over wholesale but there's a lotabork process and just how you function
that, again, it's very difficult for legacy news orgaations to have, and | see it even in some web
native organizations when they bring over too much etctimceptual lock, stock and barrel to the

web.

>> Susan Athey: Any things for people not to do?

>> Josh Cohen: Things not to do. You don't want to gestaréed.

>> Susan Athey: Based on grim experiences?



>> Josh Cohen: Well, | think the reason we're luskat at a lot of critical junctures we didn't
have an old way of doing it that we had to set asidgaw out of. At every critical juncture we
had several things. We had a pretty good understanding whbthaeews operates on the web. At
every point until quite recently and still largely these, very little money to implement with. And
we were sort of like, what's the best way to conthiat | know that doesn't address your question
exactly. | think the best | would say is for publisherd purnalists to have a lot of conversations
where you take”-- you know maybe it’s the”-- and | meak,| | love the 5,000-word magazine
article. That's sort of what | got into journalismrmipi It is a great thing. It would be terrible if it
went out of existence. But to take the 5,000-word magaxziide, the 500-word, 700-word a-1
newspaper piece and break it down, almost like witbwa hart, and say, okay, what parts of this
do we have because it came out of print? A lot abtedadh A lot about how self-contained an
article has to be comes with the fact that its growingof newspapers. And | think again we do
that because most of*-- a lot of our staff came jomtionalism not in web journalism. And that's
something | do with reporters a lot, kind of breaking it dowve don't really need this because
that's an artifact of again, if you can't go back tordasler three hours later with new information,
S0 you have to make it more self-contained. You haveve fewer tiny references. A million
things like that. So I think, the one thing | would satpisealize that the Internet doesn't just
change the nature of the news cycle, it doesn't hastge the nature of how you monetize content,
it really goes into the nitty-gritty of journalistic wogtocess and organizational structure. And
that's something that, in a lot of cases when | seegplhat are having a hard time, it's at that
hasn't sunk in. And even when it has sunk in, its veny ttachange.

>> Susan Athey: Thank you. That's sort after mod& ks efficiency. Robert, | would like to

ask you for your reactions to all of these conversatioday.

>> Robert Thomson: My conversation with Arianna befocame in?

>> Susan Athey: Anything you want to share.

>> Robert Thomson: Anything | want to share? Weltlihk obviously Google is an interesting

issue. | hope”-- Josh's presentation was excelut.| remember listening to EricASchmidt a few



weeks ago when he suggested that many media executivememrpetent. Now | think that's
probably a fair description of me, but it's also fais&y that you might say that Eric put the dis into
disintermediation. But Google, the word search engioa't quite capture what Google does,
because conceptually, its role is a directory is whffieto its role as a host of content. And we talk
about Google, it's always one thing. And it is a quantéatather than a qualitative measure. It
has some qualitative elements, but essentially its hi®deantitative. So it creates a horizontal
playing field, a horizontal line, thank God most lineslawazontal. But the difficulty is for media
companies to distinguish themselves vertically in azootial world. And that is true of content
and it's true of advertising. Because Google has devaluedtisthg in the way it approaches it
horizontally. And you are getting quantitative measuresehqualitative audiences. And until
that contradiction is resolved there will be a probfermews organizations. And one way of

distinguishing yourself qualitatively is to charge.

>> Susan Athey: Let me ask you about the business-todsssmodel that Chris was raising and
implicitly raised with ACAP, and Danny”Sullivan is hecetalk about robot dot text as well. We
heard this morning from Mr.*"Murdoch doesn't believe that sdusg will fully support journalism
in the future. Obviously you all believe that chargingscribers is the right way to go and you've
been successful with that. Where are you on this bassiteebusiness issue and more specifically
dealing with the aggregators? This may get to your convensaith Arianna.

>> Robert Thomson: Jeff will recall when Dow Jonesswwurchased by news corporation there
was a great debate over whether or not the Wall Siceghal should go free. To be honest, | can't
be precise, if we had gone free, it would have been 280, 2@0 jeurnalists now at the Walll
Street Journal, | would guess, given their revenue sttieamvould have been destroyed. Each
news organization has to think. 1 think it is right ttfeg legacy business is something that holds
many news organizations back, in no doubt my own, butydagtiause the legacy business is too
profitable. But each news organization has to think ims$esf what is the value of content but also
the different means of delivering content. And so them# & simple B-2-B outcome. But | think
that we've been saying is clearly whatever the outcditieere isn't more value and distinction
ascribed to content, whatever you do, there will be greaess stories like Danny, but whatever
you do its going to be very difficult and that the costdoiety of not being able to afford specialist



journalism is going to be profound. It is great to hagea@phony of voices. There's no doubt the
crowd has found its voice, but what will the crowd scdssing?

>> Male Speaker: Sorry, just chiming in here for a sdcdrtend to agree with Robert on most
things and this is a case I'm firmly in agreement with hirhere is still way too much discussion
of it's "or." It's not "or," it's "and." It's alwa been "and." The notion that for some specialized
areas you'll have subscription and advertising | thinkaigsly evident for all. And | think one of
the challenges for publishers is to continue to find thadeesifor what they offer, be it coverage
of Green Bay Packers, or coverage of the financiavaeves market and find ways to monetize
that audience with dual revenue streams in the saméhatigable has dual revenue streams and
why cable is a far better investment right now tharatcast.

>> Susan Athey: Sri? or Danny go ahead.

>> Danny Sullivan: | just wanted to add, | agree with"the" and one of the confusing things |
think lately has been in all of this is the idea thatll, if we go paid, then we can't also have this
search traffic coming to us and that's entirely notctee with Google. You can go paid and they
will continue to send the people and they show up on yobsiteg you can say, hi, you want to

raid the article, you got to pay for it. And | just comte to see comments and suggestions that, oh,
if we take our content down, that's going to get us bGiamgle. There are so many options that
you have if you want to get that traffic and play arouitt W more and | just wish more people
would actually understand they have these kinds of optitins.not a light switch, on or off.

>> Robert Thomson: Historically Google has an indepad content in the same way as its

indexed free content.

>> Jeff Jarvis: They've said they will and they whie foroblem is you'll get fewer links than
clicks, thus you get less Google juice, thus your stoffi'twise. Because what makes the page
rank work is us. And if we can't get to it, you'll get lagention.



>> Robert Thomson: Yeah that's the quantitative ratian the”-- not that you aren't a man of

quality, but that's the quantitative rather than quaheati

>> Jeff Jarvis: It's still at the end of day whereyda land on search results. A company in
Germany did a survey of German companies that if 180 puldisiter all signed the Hamburg
declaration all dropped out of Google tomorrow what impamild it have. Those publishers
appeared on the first page of search results the onlly vetuable spot only 5% of the time, on the

first results 4% of the time. Who appeared three timexe? Wikipedia.

>> Robert Thomson: You can be incredibly smart, wtitbo. You can take your very in-depth
article that's got to be paid that you know will get into @edut perhaps won't rank as well
because part of what Google's looking at is what peoitleliek on. Then you take your own

blog and do to your own content what you're upset that stoggers may do and you summarize
the stuff using your own judgment about what you want to sumegull in some people and

then continue to then say, hey, there's even maofktisat's out here and bring them in even further
if you want to. | mean there's just more experimeondinat can be done. I'm anxious to see you
try it. 1 don't mean that mean. | don't have abjm with paid content being out there. Like |

said, I've run it before, | think it is a great solutinnrmany ways.

>> Susan Athey: So far what we've heard today | thinkaisgpecialized professional news
certainly and that's the kind of news that gives you 90Y6uar revenues, Chris, people will pay
for. And as Lauren pointed out, people will pay for théall Street Journal” because it makes a
big difference to them to have the information that'there in terms of their financial status. Now
the question is, it seems to me, how can you chargefdet that is more general by its nature,
and that leads me to ask you three what you're thinkingt @lbdhe A.P.

>> Sri Kasi: Well we've got a particular problem iattive're not a retailer, we're a wholesaler that
has a retail base that is all over the map. Sorg 8tat's free on one place has basically eliminated
the possibility of paid elsewhere. So I'm actually’agiee with Robert and Chris that its an "and"
that's a conclusion, | think its one of the lack ofte- were not imaginative | think in the '90s we
thought of content of one homogonous product when irtli@ce were a variety of things we could



have done to value-add and do different things when puttingptitent out. The confusion for us
is, so that's one difficulty that we have to navigateugh. The second is that we talk in terms of
link economy, we talked headlines are okay, excerptsairsonokay. What do we mean by these
things? If someone rewrote a story in their own wordkthen linked to the story and the traffic
doesn't come, what do you do? Real challenges here. Tdh@tbblem we're contending is
searches described almost as independent”™-- | mean mbkgypes in the sense of a neutral, non-
biased activity. But I'm with Robert in that when youigeestigate systematically run some
searches, what you'll find is on pretty much all of thgirees their own news aggregation results
will be the top results. And so what you have is fadiky of the power of aggregation trumping
your own independent published content. And so how do you déaihat in the once published
sphere of activity. So don't pretend to have all the arswSo our view is that these are problems
that the cooperative has seen before. We've come hpnoilels to deal with these issues. And so
we want to be part of the link economy, Jeff, not stilinding commentary to the contrary. The
guestion is how do you make that work so that we can suppbjust our journalistic endeavors
but also allow our publishers who pay for our content tdrgéfc.

>> Susan Athey: And”-- let"-- go ahead Jeff. Two misute

>> Male Speaker: With all respect though the associatst gloes cut those links because its
history was to rewrite and commodity news which wastwhaas a value for a long time. In the
link economy the ethical, moral thing to do is to link tarjmalism at its source and indeed not to
rewrite it, not to turn it into commodity. When Kealikted about 800,000 stories not done, how
many of those were just rewrites of A.P. stories amggreleases to get your byline on them,
right? The Internet link economy demands, that indeedh&hgou're going to charge or whether
you're going to see Google's use, you have to create atrtbate unique value. And so the A.P.
recently did a survey that a memo got out somewheresiioated that a great amount of your
content isn't used by your own members, because thesg'aghlosh said, there's this old
presumption about how we do things that we're carrying iot@ the new world, which is not
about putting 17 inch product stories, its about a procgssiofalism. It is about using things like
Google Wave to re-invent journalism. It's rethinking @kdemodels. That's the problem. So |



think we're trying to”-- | sympathize with the assodapeess, believe it or not | do greatly because
you are stuck, unable to have a brand and monetize that.

>> Sri Kasi: | just want to correct one notion trdga that we simply rewrite is simply not true.
The Associated Press has a governing structure whereethbars actually contribute content, and
that actually goes to start up the news narrativeufwill. We then follow up with our own
journalism. So the idea is it is a construct thatsdmeck to essentially saying, "how can you break
news faster?" Well if you have a pool to which peoplesstibe, you can start up the breaking
news cycle faster. That said, the memo that yoafegring to is about the fact that we may
continue to tell stories in second and third hours in sostamnces when the news cycle is faded.
So a lot of our effort is also aimed at understandingye$h¢he audience, how are we serving that
audience? In a way we're trying to actually do allthivegs we're talking about but | can tell you
that it is not about cutting out the links.

>> Male Speaker: Well | wish you'd link to original sourossre though.

>> Sri Kasi: Well | can tell you its partly also texhogy limitation. You'll start to see a lot of that
beginning to happen. If you follow our A.P. mobile produdtich is off of one of the newer
platforms, you'll see a very different product offerihgrt on the web.

>> Male Speaker: Just in fairness to A.P. on this, a iechnical, you've come at me on that one,
too, Jeff. Itis a technical issue by the history of have houses were architected to get
everything out quickly in a flat format as opposed to la market format. So you will be seeing

changes from all players.

>> Male Speaker: Can | add one quick point here? Timk bn a lot of these discussions | find
myself in some ways more on the side of the tradificontent producers. But on this question of
A.P. all being original work, that's just not true. THatsn't mean it is not valuable. It's hugely
valuable. But believe me, I like every other publishenkiats of examples of stories that we
broke and that ended up being A.P. stories frequently withguingntion. Maybe because the
reporter didn't*-- saw it as sort of the third generatiosoonething like that. But | do think that



there is more of an ethic online of linking to the stoiyt, which is necessarily the aggregate story,
though sometimes that's the case, it's a story ttdhg reporter on the track and then added some
original reporting or added some commentary or somethingHée And it is certainly the case
that stories that exist”-- and this isn't picking on thie. At is across the board and everybody does
this, so | don't think there's anything wrong with thi$here are very few stories that are birthed
virgin out of people's head. You find you get leads inrgpkeces. So | do think some of the
appearance of aggregation is inflated on the web. Nowyttheee aren't a lot of real problems and
even a lot of abusive practices but is inflated becaudee more traditional formats you just don't
see where it came from. And you think the byline persoreagmwith it on their own which is

often not the case, not that it's not very valuablet Bry few things are truly to know though.

>> Susan Athey: | want to thank Mark Bide very much. hide to catch a flight so we're going to
release him, but thank you very much, Mark, we appreciatdgmg here. We have a question
from the audience that is really more of a sociolgggstion but I'm going to give it to you,
Lauren. Here's the analogy. Society teaches mstranerican consumers to voluntarily pay
waiters and waitresses $40 billion a year, 15% or 20%Sipwhy can't the media or some other
force in society teach or train more than 10% of nesvssumers to feel obligated to voluntarily
pay for quality journalism?

>> Lauren Rich Fine: That's easy. They're terriblmatketing. No, seriously I'm a long time,
anybody who knows me from my former days, I'm obsess#dnews, | get up early, | love news,
and willfully pay for it and believe that everybodyosild. But newspapers have done a really
terrible job. And in part it gets down to the divide be#w the advertising and business side which
| think is responsible for most of the demise of the ingusday, this huge wall that was created
that didn't allow the two to work together to be succés$efs created most of the problems. A
willingness to stoop so low as to actually market thein product is one of the reasons that
consumers don't value it, don't pay for it. And sasnething that | think Mark and others know
that talked to them about for years that I've alwagnl@mazed at this. It might be too late at this
point | think to really train people because again these isiuch information that's available. The
average consumer does not fully distinguish between gyalitnalism and everything else that's
out there and that's available. And because it i®mba conversation now and they can



participate, they also don't see the value in paying wienknow they've also helped contribute.
And | actually have to do the same thing and leave also.

>> Susan Athey: Thank you very much, Lauren.

>> Lauren Rich Fine: Thank you.

>> Male Speaker: Susan just a thought, it strikes mestlaisking the wrong question again. It is
like 10% of what? Its like there's some general méssing for everybody that everybody's going
to opt into. And I think that's the failure of the imaafion. Talking points' memo is pretty
specific. What Danny does is pretty specific. What Wall Street Journal” does is pretty
specific. Of the total universe of people, Robert you goysh, | assume its more than 10% who
become subscribers over time. And | think that's theréof the imagination to take a big lump
and say”-- back to the examples Lauren was givingiteen”Bay Packers, following the
New”York Yankees. Following this, following that. Thaae the opportunities. You'll get far

more than 10%.

>> Susan Athey: Let me just ask if there are otherladimgy comments that anyone would like to

make?

>> Jeff Jarvis: Of course. | think we've talk too mucbwlyevenue lines, trying to replicate old
revenue lines in the new world. We've got to talk abouettiee P and L. Got to talk a lot about
cost. There is incredible waste replication to madtion in this business and there's a lot of pain
that goes with that, and | don't say this with anyhay| do see journalists who leaving their
commoditized jobs and creating specialized jobs and thegyptartunity there to serve a
community, better more communities. We also needkd#iter about the advertising. One
reason | think that Google has succeeded in advertisisgsreewspapers, talk about it earlier,
Lauren did, about a lack of innovation, but also Googlaterea new model in which it shared the
risk with the advertisers. We're still selling scrcwve're still selling the old days of media, just
like we created an old medium in the new medium, weemaold advertise in the new medium.

We've got to have a lot more experimentation with thiseaqpetriment with a lot more models.



>> Susan Athey: Thank you, Jeff. With that we'rengdd wrap up. I'm sorry Robert, | apologize.

>> Robert Thomson: No doubt Jeff is one of the wenidost brilliant bloggers. You'd agree with
me on that, Jeff.

>> Jeff Jarvis: No, | wouldn't. You however were ohéhe most prolific editor.

>> Robert Thomson: How much do you earn each yeahiartéising on your website?

>> Jeff Jarvis: Advertising | don't even try. $13,300. k.bow transparent | am. I'll spare you
my prostate stories, but I'll tell you how much | earnkdst year | think | made $17,000, but | got
a big book contract about certain big company. | get peaking gigs, | get to come here.

>> Robert Thomson: | know you're very successful, titisidifficult for you to earn more than
$13,000M--.

>> Jeff Jarvis: | don't even try. | think last yeaasaabout $4,000.

>> Male Speaker: But Jeffery, | mean, you're not trymghaiximize this as revenue streams. I'm

sure it's a’--.

>> Jeff Jarvis: If | did, I'd write something different. hd/would pay for me”-- my media’-- you
are here for free, you didn't pay anything. | suspecthat it is worth but it has worth to me, so |
do it.

>> Male Speaker: He's not trying, he could make a lot mBré the problem you do have for the
people who are using Google, | think that someone saidndmylevalued advertising. They
actually did the opposite when they brought out AdceBtfore you had Adcents, your option if
you were an independent person who couldn't have an ad peragency behind you, it was to
carry Amazon affiliate links, which let me tell you, gai lot less than Adcents. So Adcents was



like a revolution for a lot of people. But the big probleithviGoogle is you have no idea how

much money you're making. They don't tell you. They otmhell you. Its bullshit.

>> Male Speaker: There's no transparency at all.

>> There's not, and they should be help to the fired that’s the thing that really ticks me off,
when you guys spoke at Google, you poke at them at stupid tiithgee people could poke back
at you and say what are you talking about? They hawdefemse they're saying, we've a black box
and when we put an ad on a website, we're not goindl imtehow much the advertisers giving us
and how much we keeping back. What kind of ad system is thall’at them about that and write

a few editorials.

>> Susan Athey: Please join me in thanking our panéliright, we're going to take a 15-minute

break and move to online advertising.



