>> Female speaker: Okay, we are going to start witmext presentation. We have three
presentations and then a panel. And | want to make lsatreve get you out of here by 6:00. If not
before. Our first presenter is Mike Bloxham, he's tivedor of the Insight and Research Center
for Media Design at Ball State University. He's e in media research and consulting for 20
years, advising multi-national corporations, media owa®d government agencies on strategic

marketing and communications issues. Mike?

>> Mike Bloxham: Thank you very much. Good afternoons ihdeed getting on in the day.
What could be worse than somebody who comes at you antioms words like research and data.
I'm sure a thrill of anticipation runs up your spine as peak. Which is why, incidentally,
researchers these days prefer to talk about deliverirghissivaluable insights. So, without
further ado, to valuable insights. My presentation igledtmapping the modern media
ecosystem. You can't have too many "M's" in a pregentttle, especially as the day wears on.
The reason I'm going to take you through snippets of datadreeny large study or a couple of
studies actually in my 15 minutes of glory is that no desdussion of business models, consumer-
facing business models, particularly with regard to mexdia,really meaningfully take place
without a deep understanding of those consumers. SométhargaHuffington was eluding to
this morning. Not least because those consumers, asnaieand emotional and sometimes
fearful as they are -- potentially resistant to gereven irritating as they may be, have the
ultimate power when it comes to these business motdlsey choose to disengage, they can
undermine even the best and most apparently robust of lsisnoekels. There's obviously been
reference to consumers here today, but we've beenwargyfocused on the nuts and bolts of the
business. And | think that it's only right that | remexeerybody here, should it even be necessary,
that the very fact we are in this room means thatre@th-- and | include myself in this, and by
the way | mean this in the nicest possible way. Veéealirfreaks of nature. We don't matter. Our
opinions in many, many ways don't really matter. We doemtesent the views, the behaviors, the
fears and aspirations of our public, of the consumensgwt consumers, out of consumers of
anything for that matter. The data I'm going to shark you is based on surveys -- research,
rather, observational research among sample whitloiie representative of the general
population. The intention is to give you a sneak viewoo¥ different media play in relation to
each other in people's daily lives. This is extremmlyartant because of course, news is how, as



many people have already alluded to this today, such amiblyreross platform, business indeed
there's no such thing as a TV company anymore or a newdpageess anymore. Everybody is
into at least two or three different platforms whéreythave significant capital investments and
aspire to significant capital returns. One point bywhg. The data that I'm going to show you,
rather than trying to make too many notes, I'm going to @web address at the end of this web
presentation where there is probably more data thacguld ever wish to see based on some of
this research. One other point I'll make. There wasaalrer reference to the "guttenberg bible."
And Chairman Leibowitz mentioned that he wasn't surat\Wwhppened to the monks who had
previously written and illustrated those tomes. Themnétheory that says that most of the them
were wiped out in the various plagues that afflicted peyevhich depending on the estimates you
go by either took care of 30% or two-thirds of European populatitemy of which obviously turn
out to be literate monks. As literacy was in slsotply at that point, there was a somewhat crisis
driven need for innovation, which the theory goes, leaniong many other things, perhaps the
Guttenberg press. Now of course, this can't be prover,Wwatgo with it, then perhaps we can
say that the crisis that the news industry is arguialdy the moment or heading towards in some
dimension, may actually yield some as yet barelyqiicle innovations that are going to show us
what the future of journalism really is. | don't adty believe we are in such a huge crisis. |
actually just think this is a really good time to be thinkinguad this space and working in this
space, because of that very spurt of innovation. Oksajidl"without further adieu” earlier on,
didn't I? That was an awfully long introduction for 'Hadieu.” A lot of stuff we talk about is
based on siloed research, it's what we understand ope&bpte tell us about what they do, how
they consume media. We know that people can't tellhadly accurately what they do. Were
simply not cognitively capable of it as beings. Paréidylwhen you start to talk about a range of
different media or what we call concurrent media expe using pore than one medium at once
and so forth. We're simply not capable of it nornageeeven capable of being consistently wrong.
We've analyzed this sort of thing through various reseagbqts and analysis of different data
taken from different sources from the same peoplharsame time and the same place. And we
find that really you can't rely on people being 22% ouhéirtreporting, either too much or too
little time spent with different media. They aretjusldly wrong and it is not basis for decision
making which is key when you're talking about the issuale¢iising in media, whether news
media or any other. Because advertisers, obviously, teego through this issue, it's a rather



annoying issue of budget allocation, where do | put my monehe basis of at least semi-well
informed estimation to get good value in terms of returmvestment. The other factor we have
to deal with is, of course, conventional wisdom. Ndaeaf our community is free entirely of
conventional wisdom. And a lot of that comes outhings that we're all very familiar with.

People saying that nobody reads newspapers anymore. iy isagy to say, it's also rubbish. Itis
all about online. Well, sure. There's a whole loastoff going on online and we're going to be
talking about that very shortly, but it is not all abonline. And actually, what is more prevalent
online than other things? And amongst which, parts opdipeilation. Mobile is where it's
heading. Certainly a lot of activity in mobile. Itgeing there but where are we right now? And at
what rate are we heading there? And again what typehaioors are being manifested with
mobile? And of course, young people don't care about néveshear this all the time. | for one
refute that spending most of my working life in a univgriiiese days, I'm surrounded by people
who irritatingly are considerably younger than mevould say, yes, there are definitely some who
don't care about news. That's the apathy of youtlereTére many other reasons why some of
them may not care about news which perhaps more totbdhei presentation of news than the
nature of its content. But an awful lot of themecpassionately about news, as much as you here.
They are committed news junkies. There's no sucly tsrsilos in consumers, yet our industry
very often things in terms of silos because the waye been trained, to work in particular silos.
Research that informs our thinking is very siloed. Tleeimresearch industry which is supposed
to be informed, heavily siloed and is now grappling with eganences of that. Working very hard
on cross-platform research agendas. But it bringseigubkstion of the relevance of content over
channels, something which I think has been talked about taMfaill talk about brands, no doubt,
in the panel later. Also the relevance of news to raidees and for that matter, relevance to
advertisers to news. So here's one of the sorts plitsuthat you can get from the type of research
I'm going to talk about in a moment. We need to understangs like this. This was a study we
publish in 2005. It is not current data. But it is thedaanalyst of the type of data we have. The
percentage of a sample who accessed one news carmgifayiplor another in a given hour of the
day, from 6:00 a.m. in the morning to 11:00 p.m. at night. tWhae percentage of this particular
population that were actually using news. Televisidhrstnains the 800-pound gorilla in the
room. The lower chart is the duration, how long in gegn hour were they using it. This is
aggregated across an entire week. You could break it @kiends, day of the week, weekdays.



This sort of data is extremely hard to come by if yookiuf it from a single source. I.E., one
group of people, considers data collected in the same ptabe same time. A lot of data we have
to rely onto form or business strategies is all g&ith@ndependently, among different groups, with
different units of measurement. I'm going to talk aboutstndy now, video consumer mapping
study. If ever there a study named by a committee, thigdibe it. The intention is that it was
meant to help give us a better understanding of mediaiogm®n in context. Briefly bit of
background who was behind it. Funding came from Nielsenyoball know. That's about all
that came from Nielsen. They put money into a grollpatghe council for research excellence.
What they've done over the last their R & D monew this group. The council is made up of 35
to 40 heads of media research from their clients. @aisput from people from academia as well.
Really it is a group made up of people who for 99% of tine &are fiercely competitive, competing
for money and ratings and all the rest of it. Theg'ddend to collaborate very much. In this
group the agenda, which is to understand better how meakénig used in order to better inform
how it could be measured going forward is a shared agendaxpéyience working for two years
on this project, it is like working with an extreme anangtimes awkward United Nations of
research. They're very obsessed with methodologicaypurhere was a subcommittee put
together to work on this project and partners who we wattk very closely who have a long
background in media research. This study was about thenteonsumption with a huge amount
of other data included and how it is changing over timgutde video, media, and audience
measurement. There's the who, what, where, whenahd how many. Basically we observed
350 people twice in six different cities around the UXBice in the spring, once in the fall 2008,
and we captured data in 10-second increments. Basicalbbiervational research. This is pretty
much the only way you can get a reliable take on wh@ettire range of media fit into people's
day. Because you simply can't ask them. We train obsety shadow participants throughout
their waking day. We could get with you as early as ewddcarrange to after you've woke up in
the morning and with two shifts of observers we'd be watlh as close to your bedroom as we
possibly can. During that time they're using that devargely touch-screen driven, to regard your
exposure and use of different data and how you use it, Erafifflife activities, and we're
recording every location that you're in. We capturéhadl data in ten-second increments. It is
incredible amount of data with very, very fine granujaritWhat it does give you is incredible
detail about how the procession of media through an thadis day pans out, the sequence of



media as well as concurrency code we pick up. Eveneophine there is nine different ways of
using your phone. We have to try to capture those. Wb&n you look at the media ecosystem,
this is some of the things you start to pull out hererniddly at this point | go wandering around
away from the microphone, wave my arms about a gredtodé that won't obviously work for the
web stream. I'll probably wave my arms anyway. Whanwatch television anymore, you do see
that live TV is still the 800-pound gorilla in the room. @lsok at where computing, Internet, web
e-mail and all of rest of it are in this group in theldte here. Some of these things are trending
from previous studies, going up. Some are staying stilimeSdeclining slightly. This is general
population and it includes non-users. You do get an ida&ifd of map of the average day in a
general population sample for use of different mediais & about time spent with the media so
the vertical access is about the percentage of peofile sample who used any of these media
during the day they were observed. The horizontal adgse¢bhe average minutes per user of those
same people who use it during the day. You get an ide&atitline phone is quite high. Someone
spends about 40 minutes an average would be on the phoifa, owe call but several. Now that
line around there really gives you what could be thought aef ased footprint, that's really the area
of opportunity when you look cross platform in an avenageson's average day. All of those
media carry one way or the other some form of newasent. Now we're not saying that the people
in this study access news on the day of observatioacin ef these, but what it does do is draw out
the footprint, if you will, with that other little ardée there, like out of home media, which is a
reference on this morning's panel for time that caspleat with news content in any of those
media. That's really the territory that journalias to play for in different forms. Of course
they're very, different media. What one is actualbyking at is refocusing content to different
areas. I'll just show you news programming within televiseative to sports an other forms of
programming similar sort of concept. That websitewgeasite, council for research excellence.
There is an awful amount of data there which can mfgour deliberations as you think about just

where your consumers might be throughout the day. Ki'yxaum very much indeed.

>> Female Speaker: Thank you, mike. Next we'll hear féusan Athey, who is a professor of
economic at Harvard University. She advises businesskgovernments on the design of auction
based market places, and she currently serves aswdtaoh$o Microsoft in the role of chief

economist focusing on online advertising markets. Susan.



>> Sue Athey: Thanks very much. | am very grateful ®RMNC for including me in the program
today. Today I'm reporting on economic theory modelsithave studied in my academic work,
as such my comments don't reflect the views of anytunisin. What 1'd like to do today is to

spend my time laying out some economic concepts thattsoeseget confused in contemporary
discussions of the media in the hopes of making theypdiscussions more precise and I'll be
trying to react to a number of the themes that came upgdiine day today. The first set of
economic forces that | think are important to clarifiglainderstand are sort of really basic econ101
courses in the news media businesses, basic supply andddef@ay're actually quite confusing

in this marketplace because there are many constitardtghe effects can be quite subtle. On the
supply side in particular, there's often confusion abdwmnhumber of websites or the available
space versus user attention. User attention in tthésdandamentally limited and we can have the
number of websites grown without bounds but consumerg gr@ng to spend 30 hours in a day
viewing advertising. That's a really fundamental camstithat | think gets less attention than it
should. Commentators also mention that new site$ deed more internet traffic but they may
not be exactly precise. Advertising dollars and primeg@hould follow the users if the users can
be identified, understood and duplicated. Of course in praetita sorry, and duplicated
advertising can be avoided. Advertising dollars in praetieemoving more slowly but there is a
lot of reasons to think that as the industry matures angeaget better and understanding and
measuring the effectiveness of online advertising tltetbllars can follow the users. The second
set of economic forces are sort of more modern eo@sy the economics of platform markets.
Where platform markets bring together other groups likesiesad advertisers. In such markets the
economics suggest that you reduce the prices for thesewsitive side of the market and the side
that has the most important impact on drawing in therodide, in this case that would be the
consumers and the basic economics leads to phenomednas lady's night in the bar, free
yellow pages, free Google, free bing, all sorts of frm@ent. There's really fundamental economic
forces pushing towards the price of free for the user. eChaomics will say that in the media free
is often going to be more profitable than paid. But,'sH@cause consumers are price sensitive.
Especially if you have non-differentiated content chrayg small price is going to be a massive
decrease in your traffic. And also because losing coesilmses advertisers. So then of course
the concern that has come up over and over again veeaharnoblem, because free isn't enough to



cover our fixed cost. But if free is more profitabban paid and free is not enough to cover your
fixed costs and have you a problem and have you two opti@as$ your fixed costs or grow.

Cutting costs, trying to replace free content | thinkaAna talked about that quite eloquently. But
growing requires better quality, is quite expensive. Tlgalisg to create strong pressure for
consolidation and for concentration. That impliest regulations from entities like the FTC will
play a central role in how the industry develops. tBatpressure is going to be there. In response
to Rupert Murdoch's comments this morning | thought it was é&dnateresting how he framed

why people should pay for content. Google and bing are blelughey're expensive to the tune of
tune of a couple of billion dollars but the business madiiay should be free even in Europe
where Google has 95 or 98% market share depending on theycolgy don't charge for search
services. ltis just like the classic yellow pagesheWthe bell had a monopoly they didn't charge
for the yellow pages. It was better to get the yeliages in front of consumers and monetize with
advertising. You don't charge for the yellow pages &x#us so much more valuable to get that
book in front of the consumers, the advertisersaallang to pay for it. For some content if you're
differentiated enough and if charging doesn't decrease gosumer base enough, and if reducing
your consumer base won't cause your advertiser bageaway, then perhaps it makes sense to
charge. The "Wall Street Journal," of all publicasiofits those conditions the best. But
unfortunately, not a lot of other content has all esthcharacteristics, so it doesn't strike me as the
solution that's going to help the great mass of the nexdsam So here's a slide that sort of
represents a picture of the old world. Publishers argggoideliver a well-understood, stable,
tailored audience to advertisers. The advertisers knoat they're getting, they understand it, they
learn it, they can measure its effectiveness. Yauthink of the old newspapers having a
monopoly over their consumers, they had high margidsage had regulatory oversight to try to
prevent them from getting even more concentrated. here's the first picture of a new world.

I'm going to bring in different features of the new wlazhe at a time to try to isolate their impact.
So the first page | want to focus on is the change frolmebrowsing. We call it multi-homing in
economic theory. You are visiting multiple places. atMoes that do. First thing to remember
again is the consumers still have limited time. €lsestill a constraint on the amount of ad space
that's available, the effective ad space, the consisnogily going to be reading news a certain
amount of time a day. It is just they are dividing tirate among a larger set of outlets. What does
that do. It is going to, in principle, reduce the affecsupply because if consumer move around



the websites they can see the same ad twice andpaessions are less effective. In addition the
publishers no longer know their users. When you think alvbytthe web surfing traffic is not
monetizing as well, a lot of it has to do with thetfd@at you don't understand your audience and
advertisers don't understand the audience and it is mudérta do the matching. On the
advertiser side, they learn their audience and in aucogsmulti-home, any all advertisers
compete for all consumers. That's going to reduce thamtkim a sense for advertising. On the
publisher competition side we've got increases in competitn both sides. On the consumer side
you have to compete for your consumers. That's goipgtentially require greater investments.
What we're going to see is people trying to spend moreatorgarket share away from each other.
At the same time that's going to hold economies to scalecreate pressure for competition. Now
we have multiple outlets on the advertiser side.ebsbf "The Washington Post" having a
monopoly on Washington consumers, there are lots oépl reach those Washington consumers
now. That puts down war pressure on price. What thegsll add up to? Lower ad prices, less
efficient advertising and lower distribution of eyebadithose who create traffic content which
creates greater concentration at the high end. Thst'shuli homing among existing media. One
of the biggest perceived problems is the advent of albtiisr new content which is going to
compete for eyeballs. | agree that this is a big probléryou lose eyeballs you're going to lose
customer attention and that's going to be very bacef@nue. On the other hand, we have to think
about what's the nature of that competition comingnfrdf things like blogs and Youtube and
Facebook take people's time but doesn't provide effectierigging space, in a sense it is reducing
the effect of supply of advertising. People are substguway from places where they used to
see effective ads and now they spend time and conteng atieertising is not as effective. In fact
that's going to be good for prices for the remainingiane®f course, several other things are
highlighted. The other ways users are multi-homing aigstist, monster, sports, city hall
coverage, if all of those things go to blogs and thatdw&sg your advertising revenue then are
you in trouble. In some sense it is that unbundling ey be more of the problem than just the
direct competition from the blogs. So now the thing ggen more complicated. My site is
intentionally cluttered to illustrate how complicatedsito think about all this and keep it in your
head. In this slide the ad platforms have come inte 8 day. They solve a lot of the problems
created by the consumer multi-homing. They help publigedrsaudience in an environment

where they now know their users less well. Theirsiaee coming in from many sources but the



ad platforms know the users. They can provide informatimd allow to you sell targeted and
effective advertising. They can offer tools for kiag consumers, avoiding the duplication of
impressions problems. They can also increase demanavesing fixed costs for advertisers to
reach small publishers but they also create a lotaiferiges for traditional publishers because
they increase the supply's effective ad space. Now bloggdr¥outube and Facebook are
potentially more effective vehicles for advertising se shpply space In addition, they make it
potentially easier for the advertisers to shop for affépublishers. They in some sense facilitate
competition among publishers for the same advertisingrdab make it easier to buy the same
user in different places. That can be problematiptdniishers. Finally while targeting is going to
increase the efficiency of advertising there are somislion the ability of targeting to indefinitely
increase revenue from advertising. The more finely heg@ ap the targeting bucket, the thinner is
the advertiser competition. You see that empiricafigl it is a very important constraining factor
on how much targeting is going to help monetization inrntdastry. It is going to be an interesting
thing to see how it plays out empirically as to whatltits are in terms of how finely we can
divide up our users into different buckets markets for thersiding dollars. The ad platforms also
shift the balance of power and the locust of the vadldeed but they own a lot of the consumer
information, not the publishers. They also are goindetermine how much profit to keep and
how much to share with the publishers. That's competitioong the ad platforms that's really
crucial from the perspective from the publishers. Ifglagform is making the match and creating
the value, they know you're a consumer and not you, thespahl What's going to guarantee that
you receive the value? Finally, our best friend in tham, Google news, hits the scene and comes
between the consumer and the publisher. What's thefrtie aggregator? The aggregator model
attempts to serve a large number of sources and rettaffict to publisher sites. In terms of
ranking, one thing that | know very well from working wgearch engines is how data intensive
and how it is to provide good rankings to use user feztddad find exactly the right content to put
at the top of the screen. It's natural for a compieyGoogle to be in that business. Search
engines are pros at that. Another thing that an aggredags is it has a limited number of links to
show. That's going to make publishers vie to get thoseaxbliaks and to get that traffic which of
course is not so great for publisher bargaining power if laeg any designs on sharing and
revenue streams and so on. So competing aggregators catigfigtgive publishers more
bargaining power, at least very large publishers, sincaggesgators would risk losing traffic to



competitors. If you had two aggregators have providedyrsatiilar quality content, then if one of
them had content that the other didn't, that would be $omgetvorth paying attention to from the
aggregator's perspective and you could potentially, as a pubkstiexct some value from that.

But that really requires balanced competition amon@gjggegators, and it is a much harder
proposition when there's one dominant aggregator. Nawe sinf that's the case, we can also
imagine publishers being tempted to fill this vacuum themsel@<ourse that's going to raise
regulatory concerns and, as well, the business is adifficult one to enter. There is a lot of
economies to scale in terms of just learning to usdaketo predict clicks on different types of
links and that's a very sensitive thing to do well in a laxgde. A big problem for traditional
publishers with this model is it greatly increases mudthing. As a result they no longer
understand their users very well at all, nor can thewyle content. That's why we see things like
the 1.7 million readers of the Milwaukee article thaytteeunable to monetize. That's where the
ad platforms come in again. The ad platforms will orip¢lp save you from the problem created
by the aggregators. But we have to hope that the ad phetf@t saves you in fact is going to share
the rents with you in a competitive way. Just to sunsapje of the economic forces -- again I've
tried to make it in a very stylized way to sort throudloathese different arguments. Econ 101
and the Internet, the consumer time in the end lanifEBhere's not just an infinite amount of supply
out there. Technology is going to change efficiencig going to change competition, it is going
to make publishers face competition on all angles. Taayd competition for consumers,
competition for advertising dollars, they've got aggregatonspeting with them to own the
consumer and they have ad platforms competing to owmmafion about the consumer. They
have multi-facetted competition everywhere they lodke ad platforms will create amazing
efficiency, but they will change the effective supphgldhe effective demand. Competition will be
cheap. The aggregators potentially will own the eyedradl the information. There's going to be
strong economies of scale which is going to make itcdilifito enter and compete with them.
They're going to encourage the use of ad platforms.g&a,acompetition is going to be very
important and publisher scale is going to help publishers baiaiant which will again create
regulatory issues. | think it's very salient that th€FRd trying to bring all these issues together in
this conference because it looks to me like they're goimgve a lot of work to do in the coming

years. Thanks.



>> Female Speaker: Thank you very much, Susan. I'm newgether we should be happy or
alarmed by your predictions. Next we're going to heanfDavid Evans, who is an economist
who holds academic positions at the university of Chidagoschool where he's a lecturer and at
university college London where he is executive directdh® institute for competition law and
economics and a visiting professor. He's also a mandgigior for an economic consulting firm

and he's authored or edited seven books. David.

>> Dave Evans: Thank you very much, Susan. Thankista ibe FTC, chairman Liebowitz and
you for having me here today. I'm in a tough spot here.r Afggt hours I think almost anything
you could possibly say Susan took away all my two-sidedehatuff. Jarvis took away my punch
line. Virtually everything that you're going to hear | guéearyou probably heard somewhere
during the course of the day today. Think of me moress like a summary speaker. Let me give
you my bottom line. I'm going to pick the topic of newspagerd journalism. My view of the
newspaper business, as we think of it as a supplier afgbsim, traditional journalism and as an
advertiser, intermediary, that business | really théngroing to continue to shrivel. That's a theme
we've heard echoed throughout the day. The big unknowhether the newspaper industry turns
out to be the typewriter or whether it turns out édike the bicycle that | will's get back to in a
little bit. Let me give you a quick overview of howdre to this. Again you've heard all this but
the growth of the web has increased the supply of acsg#s diverted viewers and advertisers
from newspapers. As we've heard it's reduced advertisirgsprit gets worse. | have to disagree
with Susan just a little bit. We're going to get moebwapps. There are already more web apps
out there. Mobile phones. There is a limited ama@itime in the day. We only have 24 hours
but my guess is some of the people in the room, youngereeoiie room probably check their
Facebook pages or did something like that on their mobile évicthink there is at least some
increased supply of advertising space. Traditional journdhsinis going to decline because
advertisers have other options available to attrastetis. If we try to increase prices demand is
elastic, you start from zero, you raise prices, thellde less demand for journalism so journalism
is going to go down. Newspapers as an advertising inteanyea@ls a business that kind of matches
viewers and advertisers, businesses out there to banoneeefficient. New models are going to
emerge. One point | do want to emphasize that Sussadgltouched on is the supply aspect of
this. The supply of advertising is really coming from tiwings. The supply of advertising



inventory is coming from two things. Coming from thedability of space on the web and the
margin of cost is essentially zero. Really, realgap to supply the space that you put advertising
into. Then the other thing you want if you want to béhaadvertising business, you want viewers
filling that space. That's a very important concegte @d-supported media which is very simple.
Viewers are attracted by the content. The contesitriply the bait. The bait is the thing that is
basically reeling in the viewers. Those viewers ag@ 8old to the advertisers and that's basically
what the business is. The newspaper or ad-supported busiessentially a match-making
service, it is in the business of trying to figuring out svety match content and advertisers. Itis in
the matchmaking business, whether it is very efficiénhat is a question. There is the journalism
side and there is the ad side. We've already heard ciotme speakers point out that they're not alll
that well integrated, and maybe that's one reason wiyyyeh®ot a terribly efficient intermediary.
The traditional journalism business -- and by that, Imiead of what we do today in print
newspapers -- it is mainly input into producing the viewergte advertisers.

And it's not something that generates a lot of revenuetljireThe quantity demanded of the
reflects prices that are essentially between freld@m. So, that's kind of where we are. So, with
that, kind of as the background, that's happened to the aparsimdustry. Well now, I'm going to
show you, maybe in a different form, some of the tlsayou've already heard today. So, first of
all, there's been a massive increase in advertising spathe web. So, we have an increase in the
space. Again, marginal cost of that is essenti@ipz And we have a massive increase in the
people that are looking at that space. One point thanht to make is you'll notice that very weird
line on page views. Well, if you imagine advertising inventar the web, page views, the number
on eyeballs looking at space, that sounds like the gaadune, echoing one of the points that was
made earlier today, it turns out there are no goodicsetdf this on the web. So, it turns out that in
around 2006 or so, lots of people switched to Ajax, and esudt of that, all the measures of page
views turned out to be, well, unreliable, at least if galdiagrams like this. So, if you take the
early line and think about extrapolating that up, page viearstagoing up quite as rapidly as are
unique visitors. A lot of that inventory that we're sgeam the web is very substitutable for what
newspapers are doing. And we'll come to this in just askecBut, if you think about classifieds
and so forth, what you see online, very substitutablevf@at you see in the newspapers. So,
advertising inventory, the supply side, that's vastly expanddre's also lower demand for

offline content. So, here's one statistic | camessr As with all statistics, I'm not sure it is right.



But, it is consistent with what we've heard today antsistent with the media ecosystems
diagrams, very interesting, what we just saw. The spent by readers of newspapers, down 17%
between 2004-2009. Meanwhile time spent on internet maredbuble over that time period.
Almost equal to the time that people are spending on s&ewivhich is really, really quite
amazing. There's been a massive reduction in viewenseffhs someone pointed out earlier
today, there's been a secular decline in newspapetlatiory that's absolutely true. But starting in
around 2004, you're going to see this with all the datatirgfan around 2004, you have an
inflection point and the decline in the circulatiomnefvspaper at that point in time really starts
accelerating. Getting back to the intermediary pointeiased competition for web-based
intermediaries for matching people with advertisersnetstick to the classified portion of this.

We heard earlier today, and this is right, that classis a very, very, had been a very, very
significant portion of newspaper revenue, 40% as of 2000, to®8% today. Massive decline in
classifieds, one reason for that, is think about ttermmediaries that have arisen on the web to do
that. You have Career Builder, you have the Laddersye all seen the advertisements for that.
You have eBay, Craigslist and so forth. Very, vdficient intermediaries that have sucked vast
amounts of classified advertising away from the newsgapghen on the display side, you have
Google web with AdSense, you have the Ad Network, Ad &mrgks and so on and so forth. What
are the economic consequences of this? This is notfoewh of you that have sat through here
today but maybe a little bit different take on the d&a, the advertising revenue has declined.
Why? Well, lower realized prices, advertising pricesdanen. Fewer viewers, so there's less
inventory. Advertisers are substituting going online. Sufsen revenue has declined, because
there is a hell of a lot of free stuff online and Whé&ading to a downward spiral. One thing you've
heard repeatedly during the day today, is newspapers argddtk on staff. So, think about
what that means. So, revenue has gone done and ormecofiidequences of that is newspapers
have cut back on journalists, they've cut back on cantdgt'New York Times" is smaller, my
"Wall Street Journal” is smaller, I'm not happy abbuil he result of that is you get fewer viewers,
less advertising, that leads to less journalism,desgent, that leads to fewer viewers, and you get
this spiral downward, which on pessimistic days we cd#éah spiral and on optimistic days,
maybe we don't, but it's a spiral downward that a loheseé newspapers are facing. Online,
online, obviously, can't make up for that. You've heard evergay that today. Prices revenue
online is too small to make up for that. Take a look athaet just quickly. I've indexed



everything to 100 for 1989. What you see again is 2004. Rmgpirop in newspaper
advertising revenue, which is again the main thing supportimg. thend what's remarkable is the
decline in the classified advertising revenue, which igetddine on the graph there. So, the big
guestion for newspapers, at least in my mind, is againewspapers like typewriters? That
industry doesn't really exist anymore. Or are they likedigsywhich is a smaller industry than it
might have been if the automobile hadn't invented but hetess, it is a really nice, vibrant
industry. So, that's a question. What are the conseggsidmctraditional journalism? Well, if the
downward spiral continues then traditional journalissadpect kind of wanes. If the demand for
traditional journalism is reasonably elastic startingrfia price of zero, you raise the price, then
maybe Rupert Murdoch will get people to pay money for whtite "New York Post" and things
like that. Maybe he'll get people to pay money for th&it my guess is the demand is going to be
smaller once you start raising the price. Either wag,very difficult to see how traditional
journalism isn't going to shrink considerably. If we haatertime we could actually talk about
what | mean by traditional journalism versus a lot efititeresting stuff that you heard from the
previous panel. When | say traditional journalism, | méee very labor intensive practices of
newspapers today. So, it's going to get worse. laiy/rgoing to get worse. And the reason |
believe that is the vast expansion of, there is almg@rast expansion of advertising inventory.
Mobile. How many people have a blackberry, smart plamaeApple iPhone? How many people?
How many people, keep your. How many people of thosejugtoaised your hands, checked
those during the course of today? Yeah, how about tG&&y. So the number of those, if | ask
that question five years from now, everybody's goingaieeht, everyone's going to be looking at it
throughout the course of the day, everyone's going toakéng at their Facebook pages and so
forth. So, massive increase in that, in additionyvtbb has really only just started. Just think
about what's happened since 2004. On the top there you sgapheof social networking sites?
Massive expansion of social networking sites, massive expaobvideo sharing sites. One thing
that I've been working on recently is advertising neksdor online financial services sites, like
online banking and so forth. That's another source ofigupficrosoft, I'm not sure if they're
actually going to do this in a big way but Microsoft hdked about putting ads on Windows, ads
on the operating system, another place where peaplgoang to watch. So, it is true there is
ultimately a limit on the amount of time that people going to be able to spend during the day.
But nonetheless, my guess is there is going to beradod opportunity to put ads in front of



people over time and that's going to lead to a further depreof advertising prices. So, new
space will suck even more advertisers and viewers fraditional media. That's going to further
depress advertising revenues in newspapers and other, ineaspect, and that's going to further
reduce the demand, | suspect, for traditional journaliSm.what is the future of traditional
journalism and media? Just very quickly, | think tradhéil journalism shrinks a lot. So, if we're
talking about investigative reporters and this model whewe an editor and | have a bunch of
reporters and photographers and so forth, that kind of labensive model, it is really hard to see
how that isn't going to shrink. And it is also verycht&r see when you look at what's happening to
the online world and the innovations that are occurriegetithat that model is going to get
transported over. Print newspapers, they shrink, kdpguess is we'll end up with some scale-
driven property. Some really big newspapers. We'll end tipseime niche properties and then a
lot of the stuff probably just moves online. So, | jwsint to quickly finish with public policy
observations. And | don't actually completely agreesmihwrote this slide, | guess | agreed with
it, but over the course of the day I've learned somgshiiso, | don't agree with it quite as much as
| did. On the left-hand side | really do think policy makéngre's been a massive change. If the
FTC is looking at market definitions, looking at lotstleihgs you just have to take into account
that the world today is just different than it wasdvef That's going to have implications not just
for antitrust. There are probably reasons for thinlabgut copyright and there are certainly
reasons for thinking about how we approach media regulafitnat's probably the big thing we
ought to be rethinking. Now, | said here, hard to searkehfailure in the production of
traditional journalism. And Chairman Liebowitz, you haet convinced me as a result of your
eloquent use of economics this morning that there is kaintailure. Nonetheless, | think it's
something that's worth thinking about. The role of ingasive journalism and so forth no society
is very important. And there may actually be markdrfas that are coming from things that the
government has produced as a result of maybe laws abauabpidesigned, regulations that
ought to be changed and so forth. So, we really oughtléast think about the market failure
guestion. The one thing | do worry about is mixing up mafdikire with nostalgia. So, you
know, personally, | would just love it, John, if you coglde me my six-pound "New York Times"
for $2 on Sunday morning. If you could give that back to naguld be very happy. Whether
that's a market failure, I'm not so sure about. And ths is the punch line that professor Jarvis
took away from me. | think the one thing that a lot oflasagree on, is that, by and large, by and



large, we ought to rely on the market to sort all this dutere are lots of entrepreneurs out there
doing lots of exciting things. There are going to be lbiateresting ways to meet consumer
demand. And by and large the default position ought ttheewe ought to try to let the market,
kind of, sort this out over the coming years. ButRR€, I'm sure still has a little bit of work to do.

Thank you very much.

>> Female Speaker: Thank you very much, David. I'll askéx¢ panelist to come up. That was
a terrific summary to set us up for the last panel efddly. Online advertising and consumer
demand trends. Sorry. We're going to go back to our thinegte, four minute, and start with
Barbara Bacci Mirque, who is Executive Vice Presidéi@@mmunications and Best Practices for

the Association of National Advertisers.

>> Barbara Bacci Mirque: Thank you, Susan. | just wanéell you all who the A&A is, because |
seem to be one of the outliers in this room, | guesspmeone who does advertising and
marketing for a living, being in this room with a bunch @fulators and lawyers and economists is
kind of interesting, to say the least. But the A&#e're the leading marketing industry trade
association. We provide our members best practices, gtagyrinsight, opportunities to
collaborate with each other and we advocate on impioiridustry issues, many of them here in
Washington, D.C., such as providing marketers a self-reguat&iness environment and working
on behalf of free commercial speech. We could hameeatiscussions on that later. |think | have
a different perspective on what | think about the newsness. I'm going to give you, | think, the
advertisers' perspective and the consumers' perspettiege are a couple of things | think haven't
been talked about. | think we've been kind of unidimensiorthe room, but | haven't heard
anybody talk about the power of the brand. As markditex and die by brand equity. | think

until Mike, nobody talked about the consumer. | jushtwa give you a little bit of information
about that. The digital age is throwing all of the cmercial speech models and that support
content, be it news or entertainment -- and by comaidespeech | mean advertising -- into
disarray. As journalism evolves to the web or asena'a multi-platform world, it's not different
than the aches and pains that content -- if it is remmgent or entertainment is facing in television
with DVRs, and I'll even go back further, to the remdtee all remember that. And | want to talk

about what Lauren said, because | think she made a dpeaation and that is that probably news



journalists have to be better marketers. And | deetbelthat journalism is going to live but it is
going to be a survival of the fittest. By "fit," | methe most robust brands. What is a brand? It is
the essence or promise that a product or service delilttersn entity that a consumer trusts and
has a relationship with. And so, I'll tell you a litdbout myself, from a branding perspective. |
read "The New York Times," and | read it the old fasadway. And | pay for it. | read it on the
train when | go to work. And my husband reads it onlie, | guess as somebody said earlier,
he's reading the more evolved version and I'm readingrghé¢hat you pay for. We may not agree
on everything that | read in the "New York Times" bdefine myself -- people define themselves
often by brands. So, if you're wearing a Rolex, or Gueadrive a Mercedes, it says something
about the person. |think it says something about md tead "The New York Times" and | also
read the "Wall Street Journal" every day. What's i@ to me is that | believe in the power of
those brands. If | go to a dinner party and | talk abowmiesioing with some great analysis | read in
one of those papers, and people go, "wow, you sound st simarcome?” Oh, | read it in the
"New York Times," or | read it in the "Wall Streetutoal,” or | learned that tidbit in XYZ. That
says something about me and that's important to me. Aadel to be honest, a lot of my friends
don't know what Gawker is, and | don't think they know what"The Huffington Post" is,
although it is a great brand. 1 live in a little bitaodlifferent world than some of my friends. But |
think, if you go back to what Lauren said, that, | thinkribe/spapers -- and | don't think we
should say newspapers -- | think the news sites or asvasproduct or brand needs to differentiate
itself. And they need to be better marketers. Netig talk about the consumer. The consumer, |
think, does expect free content -- sorry, what -- st0p. Okay. | guess | have to stop, sorry. |
was just going to say | think some of the researchske is that consumers do expect free
content. But if the brand -- if you build the brandl dnild these wonderful brands and you add
value to it, the consumer will respond to that and wedibers are looking for that. So, we'll
advertise if it's print or if it's online. We are livinga world of integrated marketing. So, I think
somebody talked about Politico, it started as a websitiealso has a print piece now, and it's
actually making more money, that's a great integratelatiag example. That's important to
advertisers. So, as those evolve, as these modédi® elthink there is a lot of models out there,

advertising will support it.



>> female speaker: Thank you, Barbara, and I'm sure welliag to your other points. Next is
Joe Lazslo, who is the Director of Research foriteractive Advertising Bureau.

>> Joe Laszlo: Great. Thank you very much. Thank yoalfdreing here. Thanks to the FTC for
inviting me and Interactive Advertising Bureau to particigatiay. I'll say a quick word about the
laB. We're a trade association representing selfesalme advertising. That includes everyone
from publishers to ad networks to technology companies.m@ur mission in life is to set
standards that help reduce the cost of ad supported busiferdseth the buyers of advertising and
sellers of advertising. We try to help educate and growetket by showing online advertising
works and how companies can leverage it effectivetyuelss | had, you know, three main, three
main concepts that | want to get across in my openingnlentoday, you know. First is we've
heard a lot today about the importance of the Inteémeéws as a business. And | wanted to flip
that around and talk for a second about the importaneeves to the Internet. You know the
internet started out as a communications medium. iEwaa the first application of the Internet.

It was a way for people to keep in touch. But I thinkséheays if you look at the most frequently
done online activity, the most frequently performed onlirtesities, the media piece, content piece
is at least as important as the communication pidé® news is a key kind of content that
consumers turn to the Internet for. If there wasews online I think there'd be a lot less demand
and a lot less usage of the Internet. You can lookatdisity of Southern California. The
Annenberg School does a study every year. And in tinetiheir '09 study they found consumers
spend 53 minutes per week reading newspapers online. So vedl #aevstats about how offline
readership of news papers is declining but that's the highvettAnnenberg study has ever found.
It's up from 41 minutes per week in 2008. A company called Alghexists to help facilitate the
delivery of internet content. It makes the internefqren better and they track traffic to online
news sites. And they've found some of the very biggesictpdaks they've ever tracked have been
related to specific news events. Since 2005 when thegdtaacking traffic to news sites the
biggest traffic spike they've ever seen came in Novemhi20@8, the night of the election, about
8.6 million visitors per minute were hitting online newssité&nd so the infrastructure of the
Internet these days has to be design with the newsnith because it's really the thing that's kind of
stretching the capabilities of the medium. Second thuagnt to talk about was the importance of
advertising to the Internet economy. The laB puts atiidy twice a year looks at online



advertising revenues. And for 2008, about $24 billion in reverasegenerated by online
advertising. If you look a little more broadly at primand secondary impacts of the ad-supported
Internet as a whole, not just the news piece, yotiogah impact of $300 billion per year. About
3.1 million jobs, either directly or indirectly reéat to the Internet. And then finally | want to pick
up on a think one of the key things the Internet is doingrad news and content is really greatly
increasing the supply, greatly increasing the diversityo@fes that can, not only deliver a message
that they want to online, but actually make a living dairas well. You look at razor fish which
does a study of digitally salve, let's say, online conssnaad asks them where do you get your
news online. Not surprising 80% of the consumers say théy garaditional news site. But 30%
say they go to Facebook and 20% say they go to twited so, you know, just as it's always been
the case, you found about breaking news when somedsg/@aland says, "hey, something's
happening.” And then you maybe go to a traditional media seafolow up. The Internet is
having the same impact as well, where, you know, peoplfnaiiag out, communicating in new
ways, reaching out to new sources of information asasgailirning to traditional sources, too. So,

| think the diversity is a key benefit that the Inttris delivering in terms of the way consumers

access news.

>> female speaker: Next we'll hear from Pam Horan, wlwesident of the online publishers
association, a position she's held since June 2006, prevgheslyas vice president of marketing

and membership for that organization for two years prior.

>> Pam Horan: Thank you, Susan. The online publishersiatiea is also a trade association and
our members are companies that are investing in thaarexdtoriginal content. Newspaper
companies like the Wall Street journal, "New York Tim@sagazine companies like "Time,"
"Forbes," cable outlets like ESPN, CNN, broadcastieesABC, CBS and also Edmonds.com and
"The Huffington Post.” The thing | wanted to share & this group of members combined reaches
about almost 110 million U.S. online visitors every moatfich is about two-thirds of the U.S.
online population. Last year these companies investedaavwalf-billion dollars in the production
and creation of original content. The dominant fuet thaded this was advertising as we talk
about today. Today we talk a lot about how the Intenasttransformed the way consumers get
news, information, entertainment. There are two thingarit to just touch on as we think about



the future. And that is really the role of contestweell as the role of environment. It's clear that
consumers are spending a lot of time online. We've s¢etay. The OPA has conducted a study
since 2003 that tracks where consumers are spending time.oliVe today look at five key
categories: content, commerce, communications, contynamd search. And the majority of
consumers' time is spent with content at 42%. Foltblyecommunication 24. Communities at
20. Commerce is at 10. It had been on average ovesthex years at about 16% but the
macroeconomic challenges have forced that down. Aew Hearch has hovered at around 3% or
4%. So, we know the majority of time is being spent withtent. That brings us to the question
that we often hear from Barbara's community, whidhesadvertisers, is really "Is all content
created equal and are all environments created equal?anster to that question is actually, no.
To better understand this, we've done quite a bit of rdseaderstanding the impact of
environment. And we have looked at and leveraged syndicasearch to do this. We've actually
found that a brand halo actually exists. To Barbaral# ploére is a value that an advertiser gets by
having their message in certain environments. And whatawe is that OPA sites which we use
as a proxy for the content environment actually has @agrempact of driving the key brand
metrics that Barbara's community is interested inthdrat be at the top of the funnel in terms of
brand awareness or down to the bottom of the funnelenyiierchase intent exists. So | think that it
is important that we take a look at what's going ohénfuture we are cognizant of the fact that
environment does matter and we need to think about whanhteats for the advertiser.

>> Susan Athey: Thank you, Pam. Next, we'll hear fdeffi Chester. Jeff is Executive Director of
the Center for Digital Democracy, a Washington D.Ggrofit group that aims to foster
democratic expressions, civic engagement, and consumertotaedhe digital media era. His
book, "Digital Destiny, New Media, and the Future ohi@eracy,” examines the threats to the
public interest from both old and new media consolidatma he is currently writing a book about
global interactive marketing and its impact on society.

>> Jeff Chester: Thanks very much, Susan. | watitaok the FTC. | want to apologize if my
back is facing some of you. And | want to say that wllg Support the FTC and the FCC and the
Congress and the administration engaging in policy dpusdat to ensure that journalism,
regardless of platform, survives and thrives in thetaligige. There is market failure. There was a



market failure when Edward R. Murrow gave that famous RTBNéech. There was a market
failure when wrote network, that was diagnostic, thas not predictable. And anyone who has
witnessed the cutbacks as a result of media consolidatid deregulation and all the lobbying that
went on at the FCC during the '80s and the '90s and lookled etitbacks in newsrooms, the
closing of the overseas bureaus, the cutbacks intigaése reporting. Investigative reporting in
this country is on the endangered species list. Itis thet way for two decades. Otherwise, we
wouldn't have had to send it out to non-profits, like@eater for Public Integrity and the Center
for Investigative Reporting. | have two concerns todaye is that the news media industry online
has embraced a business model that threatens the poifvasgrs everywhere. 1 think, ultimately,
threatens the news media's future as a trusted brargitwdnthe potential concern that | think is
possible, that interactive advertising will play a vergjor role in shaping news content. We
already know the distinctions are gone, they're etdied. But as advertisers demand more
editorial control, it's going to affect. The newslwied to look at this now. Now, in terms of
online targeting, | think the news business-- | know it'Badilt, because there is this global, digital
data collection arms race. We've only heard a paheo$tiory about the online marketing system.
That's going to be discussed next Monday here. It'starsy somebody mentioned, of
engagement of deeply involving the consumer, of havindatiareship with that consumer,
regardless of where they are, online, cross-platfaratti-application, and to have a very deep
connection to that consumer. That's the basic bssimedel, and data collection's at the core of it.
But when the news media industry embraces this behatéwgating business model, in an
essence, is stealthily monitoring, as newspapers dahathbehavioral targeting product that
Yahoo! And others do, what people read, where they goeonaWwspaper, you know, what they
like and what they don't like, and that information msrtlamplified and shared, and now sold in
real time. When a business model develops that, indadermines consumer protection,
consumer integrity and privacy, something is wrong. Thesnedustry should be in the forefront
of calling for rules that protect the privacy of indivilcansumers. Otherwise, | suggest to you,
that you will be the target -- the United States andEtle- from the privacy and consumer
community, who will go after you for the kind of adsttigau're running, that in fact collect
financial data from consumers. Will go after youtfwe kind of health advertising, we're already
seeing online that the FDA is now investigating. And shaally just a part of it. The news media
industry should, in fact, embrace fair information pyhes. Now, it's great that the association of



-- wait a second, the American newspaper Associagiréversed its position from last year,
privacy is no longer a violation of their First Amendrheights. Now they support in their latest
filing to the FTC, notice and choice, but they oppose reigulathey oppose opt-in, they oppose
consumer control. The news media is going to bderasing end of the branding proposition,
this incredibly competitive online world that is the -atlas been created that -- will only get more
intense unless they can really convince and convey todhadual that we have your interest at
heart. Make a distinction. We're protecting your privadyd | suggest to you, consumers will
then be willing to share more information about theweseWwith you. And look, as the FTC, as it's
now doing, we've asked the FTC, look at ad mill, looleat time targeting, look at optimization,
look at everything you're doing, and they are looking abw.nAs the FTC begins to fully
comprehend the digital data collection apparatus thatiye now a part of, there are going to be
consequences. So, it is time now to get on the rigataf that equation. | see stop. Finally, | just
want to conclude by saying that interactive advertisirgvery, very powerful force. Advertisers
have greater control online than ever before. Thegeiigy -- there is a potential for advertisers to
further dictate editorial content that we need to beeored about. Thank you.

>> Female Speaker: Thank you, Jeff. Next, we'll heam flohn Meyer, he's the director of digital
media for WTOP and Federal News Radio, where hesporesible for all of the station's digital

initiatives.

>> John Meyer: Thank you. For those of you that datwv, WTOP is the local, all-news radio
station here in town. And | wanted to thank the FTroluding radio in this conversation.
We've been doomed since television began. So, it's ni@éortewspaper join our pending
Armageddon. | have two quick points that | want to maked Both are kind of focused on the
selling of local advertising, both online and tradition&ldma. The first is, everyone is now your
competitor. And this has kind of been an ongoing theme, bleroughout the day. But, if | had to
ask, who are WTOP's top five competitors, just whethag online or on-air advertising, maybe
one radio station would be in that group. The silomedia differentiation, | think, are completely
gone. Clients aren't interested, necessarily, orbjughg a radio commercial, or buying-- they
want to buy Internet advertising. They want to sellfstiihey don't necessarily care what
platform it is. | think our advantage as traditional raed the fact that we have traditional media



on top of new media. We can put together campaigns afedeshif vehicles, whether it be mobile,
online, radio commercials, TV commercials, Newspaper@sbined, to sell more of our clients'
stuff at the end of the day. | think a big component dfithhaving the right sales structure, the
right sales staff, that can sell multi-platformthink there's too many, "oh, we have to sell
internet,” or "you have to sell radio," or you haveséi something else. You want people to sell
advertising at the end of the day. Whatever's going te-y@at're a company and whatever you
sell, if you're a media company, it's still, the dddlar dollar and it's going to go to your bottom
line. So, I think it's very important to have the rigltriing and sales structure. The other point
that | would like to make is that no one really knowsthey're doing in this space. | mean,
particularly on the local level. The Internet isyweaew, still. Last year, if we had this thing,
Twitter wasn't as prominent as it was today. And fadl sudden, everybody has Twitter plans.
None of them are monetizing it, but they still havengl [ think, what's important, is to realize that
things-- what we're trying to figure out, there needsetexperimentation. Podcasting was going to
change the world a couple years ago. Then it stélis-riever really gone anywhere. Somebody-- a
bunch of people in a room thought pop-up ads would be anievddaly effective way to advertise

a product. But the market rejected that. And | think iathat needs to be to happen. There is a
lot of success we need to have as an industry, aneldlzelot of failures. Companies need to
succeed, some companies need to fail. | think what jestsrt® happen is, the market needs to
grow up. The market needs to experiment and try and grdwvark out all of its kinks. Because,
as soon as we do that and we know what we have goimgtking is going to change and come.
And then, we don't know what we're doing all over agdihat's all | have.

>> Female Speaker: Thank you very much, John. I'd ligetack to you, Barbara, and have you
talk a little bit more about-- I'm sorry, I'm ignoringy, Mike, because you've already had a lot of
time to speak and we'll get to more of a discussion.| Bunk it is very important that we get your
perspective. You know, how are advertisers thinking aboaiidbile of online versus not online,
or combinations, as John was just talking about?

>> Barbara Bacci Mirque: Well, as | alluded to, | think edigers want to surround the consumer.
So, consumers are online, they're reading newspaperseth&gning to the radio, as you saw
from Mike's research. We want to follow them around dag. And we also want to serve to



them, and | have to address what Jeff said, we wantwie tethem relevant advertising. That is, |
think, incredibly important. And | do not think it invades py. I'm always amazed in these
conversations that you go to the grocery store, and yoyaug little card to save 5 cents on a can
of peas. And they know amazing things about you, and tegay, "hello, Jeff." And you've got
adult diapers in your cart. Online, there's some anonyrhitipn't know the technicalities. Pam
and Joe can talk about it, but they are addressing a cooldeyeb address, and they don't know
my address unless I've given them that information. &af'svimportant to advertisers is being
able to serve relevant advertising, because that'soimag tp be ignored. And it's the beauty of the
web, as opposed to some other types of media. Thienk| as | said before, to kind of follow the
consumer throughout the day and give them a totallyey'rédnusing multi-media, and we want to
give them the appropriate advertising where it mattecs.oine's important. Content is
important. The brands are important. And, as Pam s&iele we present our advertising is
important. So, in those top-notch sites, is importa@tdvertisers, as well.

>> Female Speaker: Thank you. Well, | just have to mantiwent to a presentation by Bob
Garfield a couple of weeks ago, who is the author o&€"CThaos Scenario,” in which he basically
says that the advertising business model has been edpadias well as the news organization
model. And one of the examples he mentioned was debatvioral targeting was the one you just
mentioned, Barbara, in terms of supermarkets. And wg\althis information to supermarkets,
so that we can get discounts. Basically, as he pointedhe supermarket knows all the ointments
you've ever used. So now, Jeff, | know you want to spgaka

>> Jeff: Well, | mean, it's a shame, in a way, th& panel is not also taking advantage of the
tremendous amount of information collection that thedfal Trade Commission has already done.
The Bureau of Consumer Protection, Chairman Lieboantk other commissioners appointed a
terrific new director of consumer protection, David d8ak. Under the new chairmanship, for the
first time in many years, the FTC is getting to thedootof interactive advertising and data
collection. Congress is also getting to the bottorne European Union, as you know, has issued
new rules. I'm afraid that if you look at the systémey know you, they know your interests. They
don't need to know your name to know who you are and whalik@anymore. Online, they're
able to import outside databases, they're able to, intéde some of those records outside and



bring them in. So, a very -- anybody who knows online dtvweg understands it's an elaborate
system of profiling for targeting and retargeting online masrged. And that it is a considerable
privacy threat. And the -- my first comment was thiand this is something that the FTC is now
looking into through Vladeck's office. Look, the advengsindustry, globally, is working, as you
all know, because you're a part of it, is working veagdho recreate itself. And all you have to do
IS go to the advertising research foundation and lo@kyabf the seminars or to go to the --
Microsoft's ad lab or what Google's doing, to understanglithee put it together. There is a very
sophisticated advertising system that has emerged. ‘@anivating, yes it's growing, but it's not
an unknown. And it frankly affects consumers, whgtvhy the FTC is now looking into how
online advertising promotes obesity in children, among askees, as well as the subprime crisis,
and it affects privacy.

>> Female Speaker: Thank you. And we will have an in-déistiussion of that on Monday.
Elizabeth, what would you like to add or ask questions ab&lirabeth is on my staff and has

been key to the preparation of all of this today.

>> Female Speaker: Hi. Barbara, you mentioned thatuwoers expect free content. How can

news entities maximize their ad revenue in light of2ha

>> Barbara Bacci Mirque: Well, | think there's beenteof discussion about that today. And | did
see a survey from IBSA, where, and | like to look ataiye half full, where 50% of the
respondents said they expect free content, but that rb@&hsaid they're willing to pay for paid
content, if it is relevant to them, if it's somethimgwhich they have an interest. So, I think there's,
you know, Arianna talked about it. Lots of people talked alboutthink, from an advertising
perspective, what the model is, is probably a littledssIrelevant to us -- if it's paid or not. You
know, we're interested in reaching the right consunteéhearight place, at the right time. If you're
a mass market advertiser, you really do want the aggpaggbu want many eyeballs. If you're a
specialized advertiser, because all of us -- our braaas all different objectives, you know, |
want specialized content. So, | think, if it's paid or it probably a little bit less relevant to the
advertiser itself. Is it relevant to me, is it goashient, does it give me positive influence on my
brand and not deter from my brand equity?



>> Female Speaker: Could you speak to one of the othespbattBob Garfield discusses in his
book. And I've also heard some other people speakttte isxtent to which brands are now
creating their own websites to market directly tostomers. And could you give us some
understanding of what's happening in that area?

>> Barbara Bacci Mirque: Absolutely. | mean, conterking, and the consumer's in control.
We've heard all these mantras. The consumer's loakingfébrmation. So, again, it depends on
the brand. It's not going to work for every brand. tBete's some wonderful examples of
babycenter.com, which is J&J, and provides great infoamatlou might not even know if you
went on that site, it's owned by J&J. Procter & Glenfilas some great sites, as well, that are also
kind of information-based sites. That's important eodtvertisers. But | have to say, the
advertisers are also getting into -- P&G just annoure@bt launched a print vehicle. So, you
know, print's not dead in any way, shape or form. Agaé&¥enooking at the integrated spectrum,
and we're looking across all types of media. Saalitisnportant to us. But, yeah, from a website
perspective, we can get in. And if it is right, | thidhsumers are smart. Mike and | were talking
about this at lunch. They see through it. It hamase sense, it has to be relevant to the brand. It
has to have the right -- kind of the right applicatéonl the right approach, and be the right content
for the brand. If it's not related or relative to twand and the consumer, they're not going to pay
any attention to it.

>> Female Speaker: Thank you. Mike, let me invite youtimtoconversation.

>> Mike Bloxham: Yeah, | was going to say, | think theiessf targeted advertising and relevance
and so forth, is obviously a key one. And it's one efttiings that the Internet has brought into our
lives, probably more forcefully than anything else. Tleeealways attempts at targeting
advertising, but things digital make it a lot easier to Bor good or ill, depending on your point of
view. And it's also created a demand in other media, @sitélevision, for the kind of
accountability and an aspiration for similar kinds o§é&ting, which, ultimately, will probably be
much more common place when people work out what tbalw,to approach certain data. At the
moment, as I'm sure Jeff is well aware, the privacyeors around that are considerable. And not



least, the cable companies, themselves, are terrifiggbwing into that space, because they haven't
got their heads around those sorts of implications, and djogte rightly, are very concerned about
the court of public opinion, about concern of any reaklagon. But I think, the point about
consumer perception here is very interesting. I've @dogof research over the years with
consumers, around different aspects of media, includimggted advertising, or however one wants
to phrase it in these research sessions. One oftdresting things is, people -- they know it's
possible, because it's digital. So, it must be possibhey can envision it, therefore, it must be
doable. Once they get their heads around it, they'wayl, okay, that means | would get more
relevant advertising.” There is usually a couple of questibat come up in this scenario. Who
defines relevance? Is it relevant because I'm reldgaht advertiser? Or is it relevant because
it's relevant to my lifestyle as | live it, and thiere, perhaps of more interest to me. And, of
course, the advertiser wants to serve up advertising whladth. So, | think people are fairly
familiar, and feel fairly confident in their own abylito understand it. They're less confident in
their ability to annunciate exactly how it happens, vstd@dably. They're not propeller heads,
they're not geeks who understand the technology. Andpertieey're less confident in their
understanding of what recourse there might be if swapability were to be abused. Now, | come
from a country, obviously, which has more regulationd Athink there's probably less of an issue
there, because people have faith in some of the instituand the notions of regulation, to perhaps
a greater extent than here. It's just more a pdheofvay of life. But, at the end of the day, my
experience is that consumers, rightly or wronglynealown with the view that, at the end of the
day, if their relationship with that medium, which isedationship of choice on their part, not

yours, is in some way abused, or they perceive thathtised, they'll walk. And this comes back
to the issue of the brand. Brands have to protectagirintegrity. And | believe that that's even
more so the case when it talks about news and infawmbtands. You have this dichotomy of a
business model, alongside the notion of being a forceegublic good, et cetera, et cetera.
Which, in the abstract news, clearly is. The readifyf course, that in many news outputs, that's
somewhat questionable. That's another issue to getnrterms of public perception. But | think
the issue of protecting the brand integrity is increditlgortant. And | would just raise the
prospect of something which | was hearing about the otlyer Tae concept of out-greening, a
competitive angle, companies, these days, are actimlipeting against each other, on the basis of
their green credentials. Relatively new. And a wage, we probably would have scoffed at the



idea. But it's actually happening. Maybe there's a progpéue ifuture, as this notion of data
mining, privacy, etc., becomes more familiar, and enrtfarketplace is talked about more, perhaps
people will market their brands on the basis of thapect for the relationship with the consumer.
Not seeking to avoid the subject all together or levertagearhaps they'll say, "no, we do actually
respect the relationship that we have with you." Tre be idealistic, and there will be people
that don't want to go down that path, but it's sometho bear in mind.

>> Male Speaker: Susan, can | add one point?

>> Female Speaker: One point.

>> Male Speaker: | think the most serious study, beingtiheconsumer advocate on the day, |
have to fill in in a number of areas. The most sergiudy that looked at U.S. attitudes towards
online advertising came out at the end of September sitiv@. Berkeley, University of
Pennsylvania, you may know Joe Terrell. And in that stwthgn -- it found, the overwhelming
majority of Americans don't understand how advertising worksd once it was described, they're
opposed to it. The majority. Even young users. Ang thiesupport regulation, to protect
privacy in congress, which is one reason why the FTows looking at redoing its own
guidelines.

>> Female Speaker: Thank you. And | also want to mennaierms of the greening, that the FTC
is working on revising its green guidelines for preciselyrd@son you mention, which is people
are competing on how green their products are. Pam, ybsdmae points you wanted to add.

>> Pam Horan: | think to Mike's point, it's a really gamoe. And the thing that | took away from
what Mike was talking about is that it's really impattalso, that we're careful to not simply put
everyone in the same bucket. Because the realifyl isok at the members of the OPA, they have
a first-party direct relationship with their communitfnd they understand the responsibility that
goes with that, and the foundation of trust, which isréical. And as Mike mentioned, there's a
lot of places people can go for content. So, theyevtiat, their success of maintaining that is
paramount. So, | think that it's really important, &stlink about the way that we're connecting



with consumers, we're cognizant of the fact thatetlaee different relationships, just like in the
physical world, there are different types of relationships

>> Male Speaker: Yeah, | mean, | think | would add thatlser thing that the Internet has really
done, is it's greatly accelerated the time it takes forand to become an established, trusted brand.
You look at "The Huffington Post,” maybe you look at a wehske engadget, that provides
advice on consumer electronics. And it didn't existalmefour years ago, and now it's one of the
go-to places, when somebody wants to know about newifd/ene of the go-to places that they
go. I'd say, the flip side of that is also true, it®ahuch faster for a brand to lose that consumer
trust online, as well, because there are so many watchdbdfsere keeping an eye on what's going
on. And so, | do think that it greatly behooves medmapganies of all sorts to be very careful how
they perceive. They obviously have to make a profit agtioeof the day, or we turn to, you know,
news is a public good, provided by nonprofits. But again, | ttheknature of the Internet means --
it's fast to gain consumers' trust, but it's alsqy Vast to lose that trust, if you mess up.

>> Female Speaker: Thank you. Okay, John, we're goimg you have the concluding
observation today. And then we're going to wrap thipap.

>> John: I'll keep it short. | think there are consisteemes, kind of, across the day, for the most
part. 1 don't think any media is doomed. | don't think janynalism is doomed. | think it's just an
evolution. If you figure it out, you'll survive. If you do, you probably shouldn't. On the
commercial side, it's a business. Part of the busisgsutting out a good, solid product. As long
as you do that, you kind of run your business smartly, ysuckkeed. If you don't, you shouldn't.

>> Female Speaker: Thank you, for the voice of theepréneur. Thank you all for coming.
Please join me in thanking this panel for an excelpeesentation. [Applause ] Please keep your

badges, if you have badges.



