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Stop looking backwards and start innovating.
Stop scapegoating and start exploiting.
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A giant maze

n our regular presentations on

media trends, we describe the

business of content distribution
and monetisation as a maze
where every turn is blocked by
just two companies. The truth is
that, for most publishers, Google
and Facebook are probably the
two businesses that can have the
largest impact on their revenue,
controlling the largest number of
both eyeballs and ad dollars.

Their control of search, sharing and
digital advertising is unparalleled,
and our industry has adopted a
wide range of strategies in facing
up to the challenge of dealing with

technology companies that are as
big as any that has ever existed.

This paper is our comprehensive
survey of these strategies, drawn
from interviews with a wide range

of industry players on all sides of
the debate, including the platforms
themselves. In this paper, we are

not falling down on one side or the
other — although we’ll be making our
views known in an opinion piece to
accompany it.

Instead we're providing the broadest
possible view of the different
approaches that publishers,
platforms and legislators are taking
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to the relationship between Big Tech
and the media. As publishers have
taken different courses of action in
this debate, so will each of you draw
your own conclusions about the
best way forward for you.

My thanks go to author John Wilpers
and to all those who contributed to
this paper. It's encouraging to see
such healthy and passionate debate
about such an important issue. |
hope you find this paper useful and,
as ever, we would love to hear your
thoughts.

President & CEO, FIPP



EXECUTIVE SUMMARY

Can we transi
combatants to

hen power shifts,
things get ugly.
When power
shifts because
of a seismic disruption in
an industry business model,
that's a double whammy.

In double whammies, a lot of
companies and people get hurt.

The media industry’s double
whammy started with the arrival
of Big Tech (it didn't seem so
big at the time) followed by the

collapse of print
advertising-based

There's no need to reh
bloody body count; we
through it and lost mone
jobs, publications, and frien

The ironic thing about this partic
double whammy, however, was the
unlikely partnership that came
out of it: Media and Big Tech, the
“enemy” whose arrival triggered
the shifts. Both learned that they
needed each other.

(traffic, ex
we also get abus

generates revenue taken



Zachary Block
Condé Nast

compensation, mysterious
algorithms, data secrecy, privacy
abuses, ad stack monopoly, etc).

Like frogs in a slowly heating pot,
many in media initially felt the
warmth ... but not the danger.

Tenuous partners

turned antagonists

Advertising revenue has been
monopolised, consumer access
tightly and secretly controlled, data
collected but not shared, and our
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- Four schools of thought

AFTER INTERVIEWING almost two
dozen media executives, we have
identified four schools of thought
regarding the Big Tech-media
relationship. All publishers seem to
hold at least one of these four views:

1. BigTech are abusive
anti-trust monopolies

2. BigTech are brazen
copyright violators

3. BigTech are systems we should
reform while continuing to work
with them to our advantage

4. Big Tech isn't the primary problem;

it's us. Stop whining and innovate

your way to the future like they did

Those schools of thought directly

&

influence the actions publishers and
media associations are taking in the
face of the assault on our business
models and products.

In this paper, we will examine each
school of thought. Each of them is
influenced by the inescapable truth:
“These companies [Big Tech] are the
most important gatekeepers for the
vast majority of audiences. But it is
content that drives the demand for
the service.

“To have a business at all, Big Tech
needs good content. So it's important
for us to have good relationships with
them ... but we must be compensated
fairly for it,” said Zachary Block,
Condé Nast SVP for Global Business
Development and Partnerships.



expensive high-quality content
taken to drive Big Tech's revenue
with little or no return to us.

At the same time, there are those
in media who say, “shame on us”
for missing the tectonic shift in
the information industry and now,

instead of innovating for the future,
we are wasting time and resources
looking for bail-out money.

A global push to curb Big Tech
Perhaps the most common media
industry strategy around the world
has been to lobby for legislation and

- Legislative solutions

INSPIRED BY successful government
action in Australia, France, and

the EU, legislation has been

enacted or is being debated in
governments around the world to:

-

Enforce compensation for
the use of content

Open up the secret advertising tech
stack and ad selection process

-

Make the content algorithms
transparent

Restrict the collection and
use of private data

Create taxes to fund a pool of
money to be shared by publishers

End Google’s near-monopoly of the
digital advertising marketplace

Make tech platforms responsible
for the content they publish
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regulations to reform what they see
as abusive, monopolistic practices.

Meanwhile, some large media
companies have cut content
deals for themselves, while others
enjoy what they say are profitable
relationships with Big Tech.

In this paper, we look at legislative options
as well as what you can do to protect and
grow your business model and assets. Your
options for action are as complicated as
the relationship with Big Tech.

These options might sound contradictory,
but, based on interviews with almost two

dozen media executives around the world,
each option is being dynamicaly pursued

by publishers today:.



Changes are already happening.
Both Google and Facebook have
each launched news channels
where they are now paying media
companies for content, albeit a
small number of publishers chosen
by the platforms at rates that
some say are below their content
syndication rates while others

say the rates are not out of line.

We can’t be supine mendicants
The content deal in Australia
between News Corp and Facebook
will have a “material and meaningful
impact” on its business there, said
CEO Robert Thomson.

“Rupert and Lachlan Murdoch led

a global debate while others in our
industry were silent or supine as
digital dysfunctionality threatened
to turn journalism into a mendicant
order,” he added.

Madhav Chinnappa
Google News Ecosystem

Google’s Director of News
Ecosystem Development
Madhav Chinnappa pointed out
that these content payment
deals are not the first time that
Google has paid for content.

“Google has paid for content where
the journey stops at Google like
audio content, and we drive billions
of dollars of value through the traffic
we send publishers, more than 24
billion clicks per month.”

®

Big
Tech

What you can do

Fight and embrace Big Tech

Lobby against them while
negotiating with them

- Create innovative systems
while using theirs

- Exploit the existing system
while working to reform it

But even Big Tech'’s harshest
critics admit that solving
this problem won't solve

the bigger problem:

“The deals won't resolve the
fundamental business model
challenge; there won't be enough
money on the table to solve the
business model challenges we
face,” said Condé Nast’s Block.



Big
Tech

POSSIBLE SOLUTIONS

A titanic death
struggle or rocky
road to co-existence?

t the end of the day, it's
a power problem. “It is a
story about what happens

when power shifts,” wrote Robert
Whitehead in “How to Decode the
Publisher-Platform Relationship”,
a white paper he authored for

the International News Media
Association (INMA). “Media
companies cannot live without
the Googles, Facebooks, and,

@)

lesser so, the Apples or Amazons.
But the reverse, if ever true, is
unacknowledged.”

From the media industry
perspective, few have framed
the problem as frankly and
forcefully and, perhaps, radically
as Ralph Buchi, Chairman

of the Supervisory Board of
Berlin-based Axel Springer:



Ralph Bichi,
Axel Springer

Cadlling out monopolistic
practices

“With great concern, we see that

a few digital gatekeeper platforms
dominate globally the distribution of
digital journalism,” Blchi wrote to us.
“This is the case for search engines,
advertising services, video-sharing,
browsers and mobile operating
systems, but also social networks
and instant messaging services.

“Only a few companies have

secured permanent and exclusive
access to a vast majority of
citizens by establishing and
enjoying quasi-monopolies in key
areas of our digital daily lives.

“Those global players are using their
monopoly power for a free ride on
the editorial journalistic content,
undermining the ability of small

and large publishing houses to
independently refinance themselves
through content distribution,
advertising revenues, and classifieds.

A complete distortion

of value creation

“Furthermore, the lack of
transparency by the gatekeepers
about both the selection process
and ranking of results, the favouring
of their own or other services and
the discrimination of other services
and products needs to end.

@




“Only a few companies have secured permanent and exclusive access to a vast majority of

citizens by establishing and enjoying quasi-monopolies in key areas of our digital daily lives.”

Ralph Buchi, Axel Springer

“This development has led to

a complete distortion of value
creation, to the detriment of media
pluralism, not only in Europe but also
across the globe,” Buchi wrote.

Not so, says Google. “Some
people portray this as a titanic
struggle between ‘Big Tech’

on one side and plucky news
organisations (or in some cases
‘Big Media’) on the other,” said
Google’s Chinnappa. “This

is misleading at best”

Media must reinvent itself
“The truth is the business model for
news that worked 40 years ago is

facing enormous challenges today,”
said Google VP/News Richard
Gingras in a recent statement.

“News businesses are having to
reinvent themselves. As a company
with a mission focused on making
information universally accessible,
we are invested in helping journalism
not only survive, but thrive.

“The value of news to Google is
about informing and educating,
not economics. Nearly all of our
revenue comes not from news
queries, but from queries with
commercial intent, like someone
searching for a new ‘toaster’.

&)

“We compensate publishers fairly
in a number of different ways.
Sending people to publishers’ news
sites is a key way we provide value.
Every month we send users to news
sites 24 billion times, providing an
opportunity for publishers to grow
their audiences and show [them]
ads or offers for subscriptions.

Publishers have always

had control

“We also invest in ad technologies
that thousands of news publishers
around the world choose to use

to grow their digital advertising
businesses. [A review of]

100 news publishers globally

Big
Tech



[showed] publishers keep over
95% of the digital advertising
revenue they generate.”

(Google also recently set aside
S1B to pay publishers over three
years to license their content
for Google News Showcase.)

“Publishers have always been
able to control if and how they
want to appear on Google
Search, and fine-grained settings
allow them to optimise the

value they get from Search.

What Google wants

“We want to be both part of the
conversation and the solution,”
Gingras said.

So, the sides are set. Let's get into
the details. For the purposes of this
paper, we are going to focus solely

on the media industry’s business
relationship problems with Big Tech
and solely on Google and Facebook.
As important as they are, we must
leave privacy, data, fake news, and
other issues as well as Amazon,
Apple, Microsoft and others for
another day.

We are also limiting our focus to
‘western internet’ — not the ‘Asian
internet’ where the picture is slightly
different, and not the impact of
firms like Alibaba or Tencent. Those
are topics for another day.

Big
Tech

EDITOR’'S NOTE:

For this paper, we interviewed nearly
two dozen media executives, of
whom three were female and five
people of colour. Nineteen other
executives were approached —

they either did not reply to multiple
emails or declined to be interviewed.
Of those 19 nine were female.

We are always looking for diverse
points of view, especially from
women and people of colour. If
you would like to be on our call
list of thought leaders or ‘thought
provokers’, please contact FIPP
Editor Sylkia Cartagena at:
sylkia@fipp.com.
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D2C Summit is an exciting new event focused on
all aspects of consumer-driven revenues, including
subscriptions, memberships, e-commerce and more.
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BACKGROUND

Big Tech's explosive

growth: achievement,

abuse, and potential

WENTY-five years ago,
neither Facebook nor
Google existed. Today,

they are among the top five
richest companies in the world.

Google started in 1996 when two
Stanford students converted

a dorm room into a machine

lab and created a search
algorithm called Back Rub. This
morphed into Google in 1998.

Then, in a step that would explode
into one of today’s hottest Big
Tech-media issues, they launched
a news aggregator in 2002.

Google News has gone on to
become “the world's largest news
aggregator”, according to a 2020
Rutgers University paper.

Some Big Tech critics call it the

world’s largest ongoing asset thievery.

Big
Tech



A disturbing glimpse into
what was to come

Facebook was also bornin a
dorm room, this one a continent
away at Harvard in 2003.

It started as Facemash, a website
where students could engage in
the low-brow practice of rating
the looks of other students — and
in a disturbing foreshadowing of
what was to come, 450 students
cast 22,000 beauty votes.

Facemash became Facebook in
January 2004. Just six months later,
Facebook had more than a quarter
of a million student members from
34 schools, and major corporations,
including MasterCard, were paying
for exposure on the site.

The rest, as they say, is history.

Equivalent to the world’s
third-largest economy

Together, Google, Facebook, and the
eight other largest tech firms in the
world have become gatekeepers in
commerce, finance, entertainment
and communications with a
combined market capitalisation of
more than US $10 trillion.

In gross domestic product terms,
that $10 trillion would rank them as
the world’s third-largest economy,
according to the New York Times.

But wealth is not the problem.
Power is.

Or to put it more precisely, the
dramatic loss of power by one party
and the dramatic acquisition of
power and the perceived abuse of
that power by a second party.

Big
Tech

An almighty industry falls

to a mightier one

“It is a story of a once-almighty
business sector being redefined
and relegated by an even mightier
one,” wrote Whitehead for INMA.
“It is a rebalancing that casts
either sunlight or shadow over
the relationship — filling some
news media publishers with
positivity and promise and others
with existential despondence.”

Our outrage and despondence,
however, come partially from a self-
inflicted wound, a condition directly
related to our dismissive attitude
toward tech in its early days and our
glacial pace of strategic response.

We got too comfortable
Just 30 years ago, our dominance
of our markets seemed unassailable.
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“We are an industry that failed to invest in itself and to look over the horizon to

see what was coming and by the time we saw it, we lacked the agility to respond.”
Lorna Willis, Archant

We owned the media sandbox. We
made anyone who wanted to play in
the communications game play in
our sandbox.

Unfortunately, we weren't paying
close attention to some smart-ass
kids who were building a better
sandbox. In what seemed to us

like the blink of an eye (it wasn't),
everyone went to play in their
sandbox. We were gobsmacked.

“While all this human progress was
happening at fibre-like speed, the
underlying media story has turned
out to be more like the boiling
frog syndrome — not many were

Lorna Willis
Archant Media

wise to what was happening when
it was happening,” wrote INMA's
Whitehead.

Pigeons learn faster

“Facebook didn't come around
yesterday,” said Archant CEO Lorna
Willis. “We've seen this coming for a

while. | mean pigeons learn faster.

“What we're seeing is the result of
two decades of hesitancy, lack of
investment, lack of accountability,
and misunderstanding of what was
happening and what needed to
happen,” said Willis.

“That’s not Google’s fault. That’s not
Facebook’s fault. We are an industry
that failed to invest in itself and to
look over the horizon to see what
was coming, and by the time we saw
it, we lacked the agility to respond.”

We now face a challenge we haven't
faced in more than a century.



No monopoly like it since

the late 19th century
“Facebook and Google occupy
an unprecedented political role,”
wrote Fordham Law School
Associate Professor Zephyr
Teachout, author of Break ‘Em Up:
Recovering Our Freedom From
Big Ag, Big Tech, and Big Money.

“The closest we've come in America
is the telegraph monopoly in the late
19th century, when the Associated
Press and Western Union joined
forces to control the news and the
network through which it travelled,”
Teachout wrote in The Atlantic.

“Facebook and Google are
each like that monopoly, but
combined with the surveillance
regimes of authoritarian states,
and the addiction business
model of cigarettes.

“Not only do they control discourse,
surveil citizens, and make money
from incentivising paranoia, hatred,
and lies, but they also make money
by keeping the public addicted to
their services,” wrote Teachout.

Under the control of a few CEOs
“Traditional news organisations are
dependent on them, and their profit
stream takes directly from those
traditional organisations,” wrote
Teachout. “A few corporate CEOs
decide the shape of modern thought
and have become America’s de
facto commissioners of information.”

Not surprisingly, Big Tech doesn’t
see it that way.

While Big Tech acknowledges
issues with its impact on media
company advertising revenues
and has launched programmes

Big
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to support journalism and cut
deals with publishers to pay for
content, it does not agree that
the problem is so severe as to
necessitate antitrust legislation.

Let's take a look at the issues
broken down into the problems
identified by the four schools of
thought mentioned earlier:



PROBLEMS #1 and #2

Big Tech are anti-trust

monopolies and thieves
of valuable, expensively
produced content

When online, a consumer would be
hard-pressed to avoid using one of
Big Tech'’s services. The ‘duopoly’ of
Facebook and Google has become
an essential gateway for accessing
and disseminating information.

More than 90% of the world uses
Google Search, and Google’s
Android software backs at

least three of every four of the
world’s smartphones, according to
the Internet Health Report.

Google also controls nearly 70%
of the online ad tech market, a

David Chavern
News Media Alliance

dominance that results in Google
bringing in 37% of all online
advertising revenue in the U.S,
according to eMarketer. Google
doesn't provide market share figures
but said that in the past year,
news-related queries on Search
accounted for less than 2% of total
queries on Google Search globally.

Google’'s dominance also allows
the company to collect the data of
the millions of users who search for
news content via the platform —

Big
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data that the publishers responsible
for that news content are unable to
access or benefit from, according
to the News Media Alliance.

Continuing to increase

their dominance

“After many years, Bing remains
dwarfed by Google as a search
engine, and when it comes to

social media, Facebook owns

three of the four biggest social
platforms (Facebook, Instagram, and
WhatsApp), and they continually do
things to increase their dominance,”
said News Media Alliance CEO
David Chavern.

Each month, almost three billion
people use Facebook as well as
WhatsApp or Instagram, and more
than 90% of Facebook’s users are
outside the United States, according
to Facebook reports.



When you add in Facebook’s
dominance of advertising on the
social media end of things, the
duopoly takes in nearly 60% of all
digital ad revenue, according to Vox.

Ad tech dominance

“But that isn't the entire story,”
according to a News Media
Alliance statement. “Because
Google dominates the online
advertising ecosystem, they're not
only making money off the ads
placed on publisher's websites,
but also from the use of their

ad tech in placing the ads””

Since 1998, Google has created
such a web of all the services that
underpin web ad sales that it has
become the largest seller of digital
ad space and provider of digital-
ad analytics. Google is effectively
the broker in most digital-ad

transactions. That dominance acts
to push companies to use its ad
tech and buy its ads.

Ad tech “taxes” and lack

of transparency

“The Association of National
Advertisers estimated that, when
the ‘ad tech tax’ is taken into
account, publishers are only taking
home between 30 and 40 cents of
every dollar, while the Cairncross
Review found that publishers

get between 43% and 72% of
revenue generated from ads on

publishers’ websites,” said Chavern.

‘Additionally, a UK study found
that a third of the money in the ad
tech supply chain is unaccounted
for — likely driving up Google and
Facebook’s revenue further.”

“When you talk about things like

®
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antitrust in terms of journalism,
there'’s also antitrust in the ad
tech infrastructure, fed by the lack
of transparency, and I'd like the
government to really investigate
it,” said Archant’'s Willis.

“Actually, I'd rather see us focus on
bringing transparency and a fair
distribution of programmematically
driven ad revenues to the
platforms. But the policy makers
[government] probably don't
understand the programmematic
infrastructure well enough.”

Publishers retain 95% ad revenue
Once again, Google disagrees,
disputing the assertion that
publishers see but a fraction of the
ad revenue they generate.

“To illustrate how news publishers
use our platform to monetise, we



recently looked at the 100 news
publishers globally with the highest
programmematic revenue generated
in Ad Manager,” said Google VP/
Global Partnerships Bonita Stewart.
“We then ran an analysis focused

on the average fees retained by Ad
Manager across those publishers’
digital advertising businesses.

“In analysing the revenue data of
those top 100 news organisations,
we found that on average, news
publishers keep over 95% of

the digital advertising revenue
they generate when they use

Ad Manager to show ads on

their websites,” said Stewart.

“This analysis reflects the average
fees retained by Ad Manager, and
does not include fees that may
be paid to other platforms and
services.”

Google’s practices have created
an ad tech “cemetery”

Several rivals to Google’s
DoubleClick for Publishers ad
system have left the ad-serving
business in recent years, including
OpenX, Facebook, and Verizon
Communications Inc, according to
the Wall Street Journal (WSJ).

“The ad-tech industry is like a
cemetery,” Damien Geradin, an
antitrust lawyer and professor of
competition law and economics at

Tilberg University in the Netherlands,

told the WSJU.

One reason for the “‘cemetery” is
Google’'s anticompetitive practices,
according to Geradin.

For example, prior to 2016,

advertisers could use a third-party
ad-buying tool to purchase ads

Big
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on Youlube. Then Google started
forcing ad buyers to use Google's
tools for purchasing video ads on
YouTube, by far the most-trafficked
video site on the web.

The beginning of the end

“That was in many ways the
beginning of the end,” AppNexus co-
founder Brian O'Kelley told the WSJ.

“Google used its monopoly on
YouTube to put its hand on the
scale,” said Ari Paparo, who runs
Beeswax.io Corp,, an ad-buying
specialist that competes with
Google, in speaking with the WSJ.

But once again, Big Tech disagrees.
"We are an ad tech provider to a lot
of media organisations and around
10% of our total revenue comes
from our ad technology businesses,”
said Google’s Chinnappa. “And as
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“The deals we cut with Facebook or YouTube, it's better to cut a deal which can help

you move towards your goal, rather than not cut that deal and stay two steps behind.”

Srinivasan Balasubramanian, Vikatan Group

an ad tech supplier, we operate on
revenue sharing, so we only make
money when publishers make money
around the advertising technologies.
The shares start from 70% that go
to the publisher up to 95%."

Are platforms a matter of choice?
Big Tech argues that using their
platforms is a matter of choice.
“They say you don't have to

use Google, you can use Duck

Duck Go,” said Chavern.

“The problem with that is that
Google has built a web of adjacent
technologies, particularly their

ad tech stack, so they dominate

all the consumer approaches.”

Alfred Heintze
Burda International

The US Federal Trade Commission
(FTC) agrees. In December 2020, the
FTC and attorneys general from 46
of the 50 US states sued Facebook,
alleging that the company is
illegally maintaining its personal
social networking monopoly
through a years-long course of
anticompetitive conduct.

®

“This course of conduct harms
competition, leaves consumers

with few choices for personal social
networking, and deprives advertisers
of the benefits of competition,” the
suit alleged.

This is not an even playing field
“There is nothing wrong with
competition, but it is not
competition when you don't

have even playing fields,” said
Burda International Holding

COO Alfred Heintze.

But some publishers question
whether a level playing field is
even a realistic possibility. “l don't
think it's ever possible for us to find



partners with a level playing field

at all times,” said Vikatan Group
Managing Director Srinivasan
Balasubramanian. “When a producer
cuts a deal with Netflix, is it a deal
of equals? | don't think so.

“At many points of time, we are
forced to make deals with those
who are not necessarily our equal
partners,” Balasubramanian said.
“The deals we cut with Facebook
or YouTube, it's better to cut a deal
which can help you move towards
your goal, rather than not cut that
deal and stay two steps behind.”

The battle over search

One of the first battles with
antitrust implications is in Search.
The original Google search
results with BackRub back in
1996 consisted of a simple list

of 10 blue links to websites it

Srinivasan Balasubramanian
Vikatan Group

believed could answer the user’s
question. “We want to get you out
of Google and to the right place
as fast as possible,” Larry Page,
Google’'s co-founder, said in an
interview with Playboy in 2004.

Today, Google seems to want to
be seen as the right place itself,
keeping users on its site with its
Google ads. Search results now start
with Google’s own products and
services and only afterwards include

Big
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information scraped from other
websites, including media sites.

It's working

“Google has gotten so good at
answering users’ questions, more
than half of Google searches
now end on Google, without a
click to another site,” according
to The New York Times quoting

a recent analysis by online-
search analyst Rand Fishkin.

Once again, Google disputes this,
saying Google Search sends billions
of clicks to websites every day, and
it has sent more traffic to the open
web every year since Google was
first created.

“This week, we saw some discussion
about a claim that the majority of
searches on Google end without
someone clicking off to a website



— or what some have called ‘zero-

click’ searches,” said Google Public
Liagison for Search Danny Sullivan in
March 2021.

Why all searches don't

end in clicks

“As practitioners across the search
industry have noted, this claim
relies on flawed methodology that
misunderstands how people use
Search. In reality, Google Search
sends billions of clicks to websites
every day,” said Sullivan. “But not
every query results in a click to a
website, and there are a lot of very
good reasons why:.

“People don't always know how to
word their queries when they begin
searching,” said Sullivan. “They
might start with a broad search,
like ‘sneakers’ and, after reviewing
results, realise that they actually

wanted to find ‘black sneakers’. In
this case, these searches would be
considered a ‘zero-click’ — because
the search didn't result immediately
in a click to a website.

“In the case of shopping for
sneakers, it may take a few
‘zero-click’ searches to get
there, but if someone ultimately
ends up on a retailer site and
makes a purchase, Google has
delivered a qualified visitor to
that site, less likely to bounce
back dissatisfied,” said Sullivan.

Starving out media companies
Critics claim that Google is
favouring its own content or
providing just enough to satisfy a
searcher, and that strategy ends
up starving media companies and
others of visitors to their sites to
read their content, see their ads,

Big
Tech

and, ideally, subscribe.

However, Google's own success
could be its undoing in this regard.
The antitrust argument can be
made that, with its 0% dominance
of global searches, it has an
effective monopoly. As a result,
sending users to its own products
could be seen as anticompetitive
behaviour in some countries.

Google was fined $27 billion by the
European Union in 2017 for favouring
its shopping service over rivals in
search results. On the other hand,
the US FTC investigated Google’s
search practices but settled,
concluding there was no harm to
consumers. They did not, however,
consider harm to media companies
and other online organisations.

Google maintains that there is a



lot of search competition and that

its own search engine operates in a
way to give users the most relevant
results, not its own services.

Google: No transparency

on ranking is a myth

“With the amount of information
available on the web, finding what
you need would be nearly impossible
without some help sorting through
it,” Google's Chinnappa said.
“Google ranking systems are
designed to do just that: Sort
through hundreds of billions of web
pages in our Search index to find
the most relevant, useful results in
a fraction of a second, and present
them in a way that helps you find
what you're looking for.

“These ranking systems are made

up of not one, but a whole series of
algorithms,” said Chinnappa. “To give

Big
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you the most useful information,
Search algorithms look at many
factors, including the words of your
query, relevance and usability of
pages, expertise of sources, and
your location and settings.

Google: Search guidelines
publicly available

“The weight applied to each factor
varies depending on the nature

of your query — for example,

the freshness of the content

plays a bigger role in answering
queries about current news topics
than it does about dictionary
definitions,” Chinnappa said.

“To help ensure that Search
algorithms meet high standards of
relevance and quality, we have a
rigorous process that involves both
live tests and thousands of trained
external Search Quality Raters from



around the world,” he said.

“These Quality Raters follow strict
guidelines that define our goals

for Search algorithms and are
publicly available for anyone to see
[search for ‘search quality evaluator
guidelines’]. We also provide support
pages, blogs, a help community,

and office hours with our experts to
provide insight and solve problems.”

Monopolies getting “free

ride” on content

Then there is the question of
compensation for a publisher’s
content that shows up in search
results. “Global players are using
their monopoly power to free ride
on the editorial journalistic content,”
said Axel Springer’s Buchi.

As Big Tech uses search algorithms
to scrape content from media

llias Konteas
ENPA and EMMA

companies, “they are getting more
value from the content we produce
than we're getting [from having

it appear on their sites],” said
Condé Nast’s Block. “How do we
get compensated for our content

in their product? What is fair
compensation? It comes down to
the value they get from our content
on their sites.

“We think there needs to be a more

sustainable marketplace for all that
participate in the digital economy,”
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Block said. “That includes having
direct access to our audience
wherever they are and a fair
opportunity to sell our product so
we can recoup the investments we
make in creating content of the
highest quality.”

It is “basically hijacking”

The platform companies “have
based the success of their entire
business model on unauthorised
and unremunerated large scale
re-use of publishers’ content” said
[lias Konteas, Executive Director
of The European Newspaper
Publishers’ Association (ENPA)
and the European Magazine Media
Association (EMMA).

“They have never paid for this
content, but they have claimed that
they have brought back traffic to
the websites of press publishers,”
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“In Europe, they pick and choose those with whom they want to conclude agreements -

that’s an abuse of a market dominant position. It also goes against the press publishers.”
llias Konteas, ENPA and EMMA

said Konteas. “This does not reflect
proper licensing and negotiating
standards. What it reflects is a
practice of basically hijacking our
content without paying for it”

Google: The free-rides on
journalistic content is a myth
“Publishers are in the driver's
seat,” said Google's Chinnappa.
“There are many ways newspaper
publishers find audiences for
their content. Search is only one.
Publishers have always been able
to control if and how they want to
appear on Google, and fine-grained
settings allow them to optimise
the value they get from Search

to achieve their business goals.

“For example, publishers who want
snippets in their search results
but don't want to be used as a
Featured Snippet at the top of
the page can tell Google to keep
their snippets short,” Chinnappa
said. “Publishers who like text
snippets but think images don't
help them attract user traffic can
tell Google not to use images.”

Payments are selective and below
standard rates, publishers say
Even when Big Tech does pay for
content, it's selective and, some
publishers claim, below their
standard content licensing rates.

“In Europe, they pick and choose
those with whom they want to

conclude agreements — from my
point of view that is an abuse of a
market dominant position. It also
goes against the press publishers’
right that covers the whole press
ecosystem,” said Konteas.

“We need a binding mechanism that
will make these platforms negotiate
fair pricing conditions,” he said. “But
this binding mechanism has to apply
to the whole press ecosystem; they
cannot pick and choose those with
whom they want to negotiate.”

Scraped content vs clicks

But is content scraping without
compensation really an inequitable
arrangement? “What is the actual



value of the click? The click has
many, many values, as you can
imagine, but by and large, we are
talking about billions of dollars and
euros which are funnelled back from
platforms to the press,” said media
analyst Frederic Filloux, co-author
of media newsletter Monday Note.

“And, by the way, if it was not the
case, if the press had no reason

to go through these platforms,

they wouldn't do it. But look at the
amount of money that the press are
spending to do SEO, to do all sorts
of optimisation. They are craving
deals with platforms, which means
that they are really making money.”

Are snippets covered by ‘fair use’?
There is also the legal concept of
“fair use” in several countries around
the world, including the United
States, Malaysia, Singapore, Israel,

Frederic Filloux
Media analyst

Canada, and South Korea. Under fair
use, a percentage of a copyrighted
work can be used without
compensating the owner.

“Snippets are within the framework
of fair use in the United States
where the application of fair use is
quite extensive,” Filloux said.

Facebook and Google

start to pay for content

In what some say is a bid to stave
off legislation and regulation, Big
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Tech have been making changes in
their use of publishers’ content.

Google introduced Google News
Showcase, and Facebook launched
Facebook News.

In 2019, Facebook launched
Facebook News. It started in the
US with the company promising
to pay the mainstream media
organisations it chooses and
whose content is selected by
Facebook's human editors.

The news was greeted with
enthusiasm from some surprising
quarters, including News Corp.

A year earlier, News Corp CEO
Robert Thomson had said that
“the Facebook icon may appear
to be an approving thumb, but to
content creators it's actually a
contemptuous middle finger”



From castigating to cozying

But at the Facebook News launch,
the very same Thomson appeared
with Facebook's CEO Mark
Zuckerberg and effusively praised
the initiative, saying it would convert
members of the media “from
pessimism to optimism”.

Not everyone was so ebullient,

but it was a big step that will put
hundreds of millions of dollars in the
pockets of news media companies
around the world as it rolls out from
country to country.

After the US launch, Facebook News
debuted in the UK in January 2021
with deals with the Guardian, the
Economist, Channel 4 News, Daily
Mail Group, DC Thomson, Financial
Times, Sky News, Telegraph Media
Group and hundreds of local sites.

On May 18, Facebook launched

in Germany, with publishers
representing more than 100 German
editorial brands.

Publishers stand to make millions
While financial details weren't
released, published reports
estimated the Facebook deals
would earn leading publishers
millions of dollars.

Google News Showcase also has
been busy signing up publishers.
At the end of March 2021, Google
announced that “in the past six
months, we've launched News
Showcase in the UK, Australiag,
Argentina, Brazil and Germany and
signed deals with close to 600
publishers in over a dozen countries;
over 90% of the publishers are
considered local, regional or
community newspapers.”
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Also in March, Google signed deals
with 13 Italian media companies,
representing 76 national and local
papers.

Google knuckles under to French
Earlier in the year, and not part of
News Showcase, Google reached an
agreement with a French publishers’
association on payment for news
content for content appearing in
Google News Showcase.

In this case, Google was forced

to the negotiating table by the

EU “neighbouring right” for news
rule that was recently transposed
into French law. Google sought

to evade paying by not running
the snippets in France, but “the
French competition watchdog
(FCA) declared Google's unilateral
withdrawal of snippets to be unfair
and damaging to the press sector,
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“They told us we have the alternative to turn off the search, which | can only consider a joke.”

Frederic Kachar, Infoglobo and Editora Globo.

and likely to constitute an abuse
of a dominant market position,”
according to Tech Crunch.

Despite the hundreds of publishers
signing up for Google News
Showcase, it doesn't appeal to
everyone.

Are Facebook News and Google
News Showcase just PR ploys?
“The minute Google News Showcase
arrived, | realised it was a PR tool
from Google, anticipating they
would have trouble with antitrust
legislation,” said Frederic Kachar,
CEQ, Infoglobo and Editora Globo.

“I get paid for a couple of articles

Frederic Kachar
Infoglobo and Editora Globo

per day, but the way it was written
(and this clause is worldwide), we
had to agree that all the pending
issues regarding content and search
would be addressed with this deal.

“We will not sign under these
circumstances,” Kachar said. “If they

@

want to develop their product and
license the correspondent content,
that's fine, but if the intention is to
reach an agreement regarding a
much wider scope, in which all the
disputes involving the rights of our
content in their search is pacified,
definitely the conditions needed to
be much different,” Kachar said.

A “take it or leave it” strategy
“They definitely operate pushing

the publishers,” said Kachar. “With
Showcase, it wasn't fair. Besides not
opening the valuation of the offer, all
other initiatives we had undergoing
— such as web stories and SWG —
were immediately abandoned after
we declined to sign.



“They told us we have the alternative
to turn off the search, which | can
only consider a joke,” said Kachar.

“If there are reasonable proposals,
we are always ready to listen, but
with what is on the table right
now, we are not signing deals

and don't really think publishers
should,” said Burda’'s Heintze.
“We're not on a level playing field.

-

Click to play the
video introducing
the Google News
Initiative

And the only entity that can make
this possible is government.”

Do reparations make sense?

In addition to the concept of
compensation for content and
antitrust protections, there is @
school of thought that believes
reparations are due to publishers
for Big Tech’s evisceration

of the media’s advertising-
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supported business model.

In Canada, for example, legislation
is being debated that would create
a Big Tech tax, the proceeds of
which would be put in a pool to be
distributed to the country’s media.

While that approach has the
enthusiastic backing of the
Canadian magazine association,
others don't agree with it at all.

‘I don't see the notion of reparation
because in my view, the press is
very much responsible for its own
demise,” said Filloux. “| mean, it
vastly under-invested from a purely
technological standpoint.”

A dependency system: the
subsidies syndrome

And, besides, Filloux argues, the
idea of reparations is redolent


https://www.youtube.com/watch?v=d6ihrHNNkkY
https://www.youtube.com/watch?v=d6ihrHNNkkY

of a culture of dependency.

“In the United States, you don't carry
the same mentality, you're much
more in the free market,” Filloux said.
“But in France and in Australia, for
instance, there is a culture | call the
subsidies syndrome.

“In France, the government is
helping the press to something like
10% of its revenue,” said Filloux.
“In France, we have a category of
newspapers called ‘low advertising
resources media’, which means
those media are not good enough,
or don't have enough audience

to actually carry big numbers
when it comes to advertising. So
they are collecting something

like 20% of their revenue through
direct aid from the government.”

The reparation approach especially

doesn't fly with critics who say
the publishers put themselves in
this predicament and should get
themselves out. But that line of
thinking ignores the monopolistic
realities of today’s digital world.

If only there were

smarter publishers?

“The approach that it's all the
publishers’ fault, that the publishers
are stupid and slow and if only there
were better people in the industry,
the business would be great — that
is facile thinking and overlooks the
underlying dynamics of what’s going
on the market,” said the News Media
Alliance’s Chavern.

“Proponents of that line of thinking
cant answer the question: Where
then are the profitable new
entrants and why aren’t there
any? Plenty of smart, digital-first

&
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guys have had time to ‘adapt’
to the new environment, and it
turns out that the market they
are selling into is brutally unfair.

“A couple of companies sit on top of
all the apparatus of the internet and
control everything about accessing
users,” said Chavern.

“To put it simply, companies that
once were scrappy, underdog start-
ups that challenged the status

quo have become the kinds of
monopolies we last saw in the era
of oil barons and railroad tycoons,”
wrote the authors of an autumn
2020 report of the antitrust
subcommittee of the US House
Judiciary Committee.

Google: “Outdated and
inaccurate allegations”
Google pushed back against



the report, insisting that “Google
competes fairly in a fast-moving
and highly competitive industry.” In a
statement, Google said “we disagree
with today’s report, which features
outdated and inaccurate allegations
from commercial rivals about search
and other services”.

Facebook also defended itself,
saying it is “an American success
story”. It stated: “We compete with

a wide variety of services with
millions, even billions, of people
using them. Acquisitions are part of
every industry, and just one way we
innovate new technologies to deliver
more value to people.”

In recent years, both Google and
Facebook have defended their
role in supporting journalism,
including launching multi-
million dollar programmemes to

advance training, tech support,
community outreach, and more.

Google: It's a myth that we don't
contribute to the news ecosystem
Google points out that it has
worked with the media industry

on solutions to challenges in
technology and monetisation

as well as in journalism.

“Five years ago, Google got
together with prominent news
organisations from around the
world to brainstorm how to make
the mobile web work faster for
users and better for publishers,”
said Google’s Chinnappa.

“These conversations led to the
development of Accelerated Mobile
Pages (AMP) which is now used by
hundreds, if not thousands, of news
organisations globally to deliver their
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content efficiently to mobile phones.

"AMP is now an open source
initiative that no one organisation
controls and which exists

for the benefit of the mobile
ecosystem,” he said.

Google: Funding to help

support and build journalism

“In 2018, we launched the Google
News Initiative (GNI) along with a
S300m investment to help news
publishers in their transition to a
digital world,” said Chinnappa. “Last
year at the start of the COVID-19
pandemic, we stepped up our
support across the company.

“‘Alongside S40m from the GNI

for the Journalism Relief Fund, we
provided support via marketing with
a $100m spending commitment

to news last year, a four-month



fee waiver for news publishers
using Google Ad manager, and

a $15m Support Local News
campaign that we ran in the US
and Canada in partnership with
the Local Media Association and
the Local Media Consortium.

“Our GNI Impact Report showed
that over the last two years, GNI
has supported more than 6,250
news partners in 118 countries
through $189 million in global
funding, programmemes, tools
and resources,” said Chinnappa.

Google also points out its other
initiatives and publisher benefits:

Google News Showcase

- $1B committed to support the
news industry and Google News
Showcase partnerships

Revenue and traffic for publishers
- Every year, Google pays

out billions of dollars directly

to the publishing partners in

the Google ad network

- Subscribe with Google has
created more than 400,000
new, paid subscribers for news
partners — 100,000 of those
in the last six months

- 24 billion clicks per month
(9,000 clicks per second) from
Google Search and Google News
results to publishers’ websites. “That
has value from an advertising or
subscription point of point of view,”
said Chinnappa.

Facebook, too, has launched
programmemes it says are aimed
at boosting media in general and
journalism in particular.
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Facebook Accelerator
Programme

“The Accelerator programmeme is

a three-month programme aimed

at addressing specific business
challenges facing the news industry,”
said the company in a statement.
“Accelerator programmes bring news
organisations together to innovate,
learn from one another, and
collaboratively develop strategies to
improve their business both on and
off Facebook.”

Facebook Community
Network Grant Programme
“In partnership with the Lenfest
Institute for Journalism, the
Facebook Journalism Project
(FJP) Community Network grant
programme supports people
and organisations aiming to
build community through local
news,” said the company in a



statement. “The programme
offers grants ranging from
$S5,000 to $25000 and accepts
applications three times a year”

Facebook Grants

“Facebook is investing S100M to
support the news industry during
the pandemic in addition to our
previous S300M commitment to
serve journalists around the world,”
said the company in a statement.

Instagram Local News Fellowship
“The Instagram Local News
Fellowship is a ten-week summer
programme for journalism students
to work as Instagram editors in US
local newsrooms,” said the company
in a statement.

But some in media see a hidden
agenda behind those initiatives.

Owen Meredith
PPA

“Some might call it extortion; some
might call it tokenism; some might
say it is an attempt to get around

a legislative agenda that they
believe would be detrimental to
their business,” said Owen Meredith,
the CEO of the UK's Professional
Publishers Association.

“They have no problem in dropping
crumbs of sponsorship pittances
on the way to their goal, to bind
the right places with gratitude,”
wrote Libuge Smuclerovd, Chair
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of the Board of Directors of the
Czech News Centre in a May 2021
open letter from the News Centre.
“Initiatives to ‘'support’ journalism
are nothing but covers, a PR alibi for
those unfamiliar with this world.”

Google: Initiatives not about
money but mission

Google begs to differ. It says

it doesn’t run its journalism
programmes as distractions but
as part of its mission. It insists
that Google cares about quality
journalism because it helps
create a more informed world that
aligns with its mission focused
on making information universally
accessible, and so is invested

in helping journalism not only
survive, but thrive. Google has
stated that the value of news to
Google is about informing and
educating, not economics.
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“Many Japanese publishers have had one-on-one talks with the giants and they

have been very unsuccessful coming to deals that both parties can say are good.”

Akiko Nakakoshi, Japanese Magazine Publishers Association

Nonetheless, despite the journalism
support initiatives, some in media
view the platforms as bullies when
it comes to interactions with

media companies about content
compensation, data sharing, ad
tech, and algorithm disclosures.

Made to feel like a “moron”
In Southeast Asia, one media
company executive said he felt like
he was being treated like a “moron”.

“They walk into our office and they
behave in such a proud manner that
| thought, ‘Wow, we are just lowly
morons,” said Summit Media CEA
Ashish Thomas.

Akiko Nakakoshi
Japanese Magazine Publishers Association

“Many Japanese publishers have
had one-on-one talks with the
giants and they have been very
unsuccessful coming to deals that
both parties can say are good,” said
Akiko Nakakoshi for the Japanese
Magazine Publishers Association.

“They feel that they are always
being seen as lower.”

With all of the challenges
enumerated above, Big Tech and the
media are a couple in need of an
intervention.

What's the shape of that
intervention?



POSSIBLE SOLUTIONS

You've got more
power than you think

SOLUTIONS Part 1

National and Regional levels

We'll start with a look at solutions
from a national and regional point
of view, then we'll consider what
individual publishers can do.

First, the big picture: the national
and regional solutions to the
problem:

1. Enforce compensation for the
use of content

Open up the secret advertising
tech stack and ad selection
process

Make the content algorithms
transparent

Restrict the collection and use of
private data

Make Big Tech companies
responsible for libel and slander

on their sites

Create taxes to fund a pool of
money to be shared by publishers

Big
Tech
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“We are part of a lobbying effort to create a tax on the platforms to generate a pool

of money for publishers of all sizes and types.” Melanie Rutledge, Magazines Canada

7. Relax ban on media companies
engaging in collective bargaining
with Big Tech

Now, of course, Facebook and
Google could take it upon
themselves to make some

of the changes listed above,
especially in terms of algorithm
and ad stack transparency.

And that may happen, but in the
absence of any clear indication
that such changes are imminent
or even under consideration, let's
look at what we as an industry
can do to make that happen.

Solving the legislation problem

On the legislative and regulatory
front, governments around the world
are gearing up to impose restrictions
on Big Tech. For this discussion, we
will not look at countries where the
aim of that legislation and regulatory
action is to stifle free speech.

In western Europe, Australia, and
North America, governments

and regulatory agencies have
either passed laws or have bills
in the works to curb or eliminate
what they see as Big Tech’s
practices of stifling competition,
abusing copyrights, spreading
misinformation, and abusing
privacy. We will focus on the anti-

competitive and copyright angles.

An unprecedented global assault
“It is unprecedented to see this

kind of parallel struggle globally,”
Daniel Crane, a law professor at
the University of Michigan and an
antitrust expert, told The New York
Times. “American trustbusting of
steel, oil and railroad companies in
the 19th century was more confined,
as was the regulatory response to
the 2008 financial crisis.

“Today, the same fundamental
question is being asked globally: Are
we comfortable with companies like
Google having this much power?”
Crane said.



In December 2020, the EU
introduced an online competition
law, after having already established
a publishers’ right regulation that
member countries are in the process
of “transposing” to their own legal
codes, some more strictly (France)
than others (the Netherlands).

French regulators force

Google to the table

France was the first country to
implement the copyright directives,
instructing Google and Facebook
to pay publishers for content.

Both refused. Google fought back
in court, but the courts rejected
Google's arguments. Google then
worked with the French publishers,
cutting a three-year, S76 million-
dollar deal with 121 publishers there.

EU legislators are now moving
ahead with the recently proposed

EU Digital 