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JON LEIBOWITZ: | want to welcome all of you here today to the concluding FTC

workshop about the future of news.

Let me also thank the National Press Club for allowing us to use this historic venue,

which reflects so much of the history of journalism in America.

And | just want to say how honored | am to be here with my colleague and friend and
partner Tom Rosch, who has been a strong voice for public policy initiatives and really

for the Commission.

As we've pursued this project over the past year, we have learned a great deal about both
the opportunities and the challenges facing journalism. And I would say especially in the
last week, we've learned a lot about the passions Americans have, to their immense

credit, for preserving freedom of the press without government interference.

Now, much of the criticism we've seen from the far right and the far left in the past few
weeks is, of course, based on misinformation. After all, the document that staff circulated
was only a compendium of proposals proffered by people who participated in our
workshops or written on these issues. The staff didn’t endorse any of the ideas in the
draft, including any proposal to tax anyone. And the Commission, of course, would
oppose any taxes to support journalism, or subsidize a particular brand of journalism.

Nonetheless, let me assure you, we do understand the notion of a limited government role
here. Of course we do. But the FTC also does have a policy function going back to our
origin in 1914, when Congress gave us the authority to investigate and make public

developments in the marketplace and, where appropriate, to make recommendations.

Pursuant to that public policy function, we've looked at a wide array of market
developments from healthcare, to patent reform, for marketing of violent entertainment to

kids. And we've done seven reports on that and they’ve been enormously helpful, I think,
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and greeted, | think, with appreciation by basically every stakeholder, from kids' groups

to the motion picture industry.

To making sure generic drug competition isn't unfairly stymied. And our initiative on
drug competition, for example, led to a series of cases in support for legislation that, if
we're successful, will save consumers $3.5 billion each year by stopping so-called pay-
for-delay pharmaceutical settlements in which branded drug companies literally make
pay-offs to their competitors, their generic competitors, to sit it out and not compete. It's a
win/win for drug companies, of course, but it's lose/lose for consumers, who are left
footing the bill and have to pay for far more expensive branded drugs than less expensive,

but equally effective, generics.

Now we're looking at the future of news, a topic that is vital to the future of our
democracy. Without the kind of journalism that holds government, business and others
accountable, through thorough fact-checked reporting, we can't be the well-informed

citizens necessary to a well-functioning democracy. | think we all know we can't.

So, to those who say we shouldn’t even be looking at the future of news, my response is,
we're doing exactly what we should be doing. We almost have an obligation to look at

this critically important issue.

And many who participate in our workshops agree. From Rupert Murdoch, who was the
keynote speaker at our first hearing and complimented the FTC for its "timely and
important workshop," to Henry Waxman, who thanked us -- thank you, Bruce -- for
holding a workshop reflecting "how vital a vigorous free press is to a vigorous

democracy."”

To be sure, journalism is going through a period of so-called creative destruction with the
old business models dying and new ones emerging. And the creative part has been just

truly astounding and immensely beneficial, I think, to all Americans. There's a much
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greater access to a wide variety of news sources -- from bloggers to news sites all over
the world -- than has ever before been possible. And we experience this really almost

every day.

People can help create news stories. They can share them. They can react to and
comment on them in ways that many of us never would have anticipated. The news is
truly interactive now. And a whole world of mobile publishing has opened up with

consumers able to get the news they want,
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But you guys are nevertheless doing great work. And your business plan -- | hope I'm not
revealing inside information -- is to have three people covering Cook County, three

people covering the State House in Springfield, and three people covering City Hall.

And as | understand it, if you-- when you, because I'm sure you will, get to that level, you
will have more people on each of those beats than the Chicago Tribune. Now, to me,
that's astonishing. And I don’t know if | told you this, but when I left your office, | went
back and I called the chief operating officer of the Small Business Administration, and |
said to her -- who used to work at the Federal Trade Commission, that's Eileen
Harrington -- and | said to her, "Are these guys eligible, this wonderful site eligible for a

small business loan?" And she said no, because you're a non-profit.

Again, when we talk about some role for government, it seems to me why shouldn’t new
start-ups, like yours, like others, be eligible for loan guarantees from the Small Business

Administration? There are some non-profits that are eligible.

And another role for government could be putting more information online, just to make

your jobs easier. It seems to me that that's a useful role, from our perspective.

So this inquiry that we are doing, this initiative has always been about the future of
journalism, not about saving the past. We recognize it'll take a myriad of approaches
from crowd sourcing -- and we've begun to see this, | think, even in protests in Iran -- to
bloggers, to subscriptions for online local high school sports news to sustain the
journalism of the future. We support all of these efforts, none of which involve
government. Moreover, we have no desire to see a bailout of newspapers; that is, no

preference for one medium or one platform of news delivery over another.

So before we move to Commissioner Rosch and then to our first panel, let me again
thank all of you -- it is an esteemed group of people here today -- for being here. And let

me also thank the many folks who are not here, but who have generously shared their
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time and expertise on these issues. We are enormously grateful to all of you, and we are

looking forward to learning more.

And now | want to turn to Commissioner Rosch, again, a strong voice for the
Commission's public policy work, and really a strong voice for the Commission.

Commissioner Rosch. Thank you. [Applause]

TOM ROSCH: Thank you very much, Mr. Chairman. And let me echo my view, or
your view about me. John has been a wonderful leader of the FTC, and it's been a great

privilege to work with him on these matters.

Why am | here? Well, apart from trying to keep John Sturm's seat warm, which is quite a
task in and of itself, I'm here because the Chairman has asked me to say a few words

about the recent spate of publicity.

But before | get to that, let me, first of all, welcome all of you and thank all of you for
your participation and attendance, and thank the National Press Club for making this

wonderful venue available to us.

I have been really interested in this project -- and Susan can testify to this, because she's
briefed me on several occasions -- because in around 2000, | represented the San
Francisco Chronicle in a contested acquisition by the Hearst Corporation. The Chronicle
had been around for 100 years. It was a wonderful institution in San Francisco. And | was
really quite sad to see it go to Hearst at that time, only to see it shrink the last several
times I've been out in the Bay Area.

And so, the survival of traditional journalism is something that is near and dear to my
heart. | can guarantee you of that. That said, as John has said, there has been a spate of
publicity in the last couple of weeks, which I think is most unfortunate.
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Some newspapers and articles and blogs have implied that through a summary that Susan
and her outfit disseminated for purposes of discussion today, that the FTC has somehow
endorsed taxation and/or copyright changes as a means to keep traditional journalism
alive. And that implication, I think, does need to be corrected.

The authors of those articles and blogs don’t know the agency. And they’ve misdescribed
what the agency's done and what this workshop is about. The summary does not reflect
the views of either the Commission or its staff. It's merely a summary of third-party

perspectives that have been submitted to spur discussion at today's workshop.

The agency frequently conducts workshops on cutting-edge competition and consumer
protection topics, including industry-specific policy debates. In doing that, the agency is
careful to summarize a range of viewpoints cutting across the ideological spectrum. But
that's a far cry from saying that the Commission has endorsed or sponsored any of the

suggestions or testimony discussed at this or other workshops.

We're a bipartisan agency. That means that a majority of the agency's commissioners
would have to agree before the Commission or its staff would ever endorse the proposals

contained in the draft, in the summary, such as taxation or copyright changes.

You've heard the Chairman say that that hasn't happened and the chances of it ever

happening are nil. I want to echo his views entirely. Thank you. [Applause]

JON LEIBOWITZ: Thank you, Commissioner Rosch. And Susan, do you want to
move to the next phase?

SUSAN DESANTI: Thank you very much, Chairman Leibowitz and Commissioner
Rosch. I think we now have a much clearer idea of how the agency works and what the

Commission thinks.
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I'm going to give you two small notes before we start. First, if you haven't yet registered
for today's National Press Club luncheon, where the featured speaker is Paul Steiger, you

can do so at the table just outside this room.

Second, the wifi code is, if you go to your wifi and click on it, you want the choice that
says "NPC wifi." And your password is, all in lower letters, "wireless4freeNPC," and

that's all together.

And now I'm going to ask the first panel to please come up and join us.

Panel 1: Proposals Regarding Copyright and Antitrust Law

SUSAN DESANTI: Now, as any of you who have looked at the agenda know, we're
already behind, and we had only scheduled 35 minutes for this panel. So what we're
going to do is, I've asked each of the people on all of the panels to just do a three-minute

summary of their reactions.

I'm not going to do introductions. On the agenda we have brief biographical highlights
for everyone. In addition, we have bios. These are all very accomplished people with

very long bios. But | encourage you to read them, because you'll be quite impressed.

And now I'd like to just start with the three-minute summaries. And Sri, would you please

start us off.

SRINANDAN KASI: Let me see if I can cut this back in the interest of time. Good
morning. | wanted to start by thanking the Chairman and the staff of the Commission for
this opportunity to participate in this discussion as the FTC considers the future of

journalism.
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On the demand side, you've got various surveys that'll affirm that interest in news, news
readership, if you will, is on the increase, not on the decrease. But as the Chairman
pointed out, choice is not necessarily there. People are availing of the news from fewer
and fewer outlets, and that's because those who are able to influence where the consumer
gets the news. People who provide the search and aggregation services are able to

condition how consumers get access to the published news.

And so, most producers of news content who are one or two or three clicks removed from
where the consumer starts the news engagement activity really have no way to participate
in this economic opportunity. And no surprise, then, that the ad revenues are fractions of
what others who otherwise access to broader audiences are able to avail of for this
content, the content produced by original news suppliers.

A number of efforts have been put in place to try to solve this. | won't go through all of

them, but I think it's useful to just point out
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The news registry should be rolling out next month, and we're actively working to
promote that, and actively working to overcome market hurdles that have always

developed to our initiatives.

So in summary, we believe that disruption is at the distribution end of the media business,
the news media business. Unless the economics of distribution are rationally linked to the

economics of news gathering, | think the latter will become endangered.

So as the Commission examines the future of journalism, I'd suggest there are forces that

shape four areas that ought to be examined. Here they are:

One, how consumers find their way to the published news content online. And by online,
I'm not making a difference whether it's a website or a digital app. But how consumers
find their way to published news content, and how those who control the channels by
which the consumers arrive to those published stories can provide transparent and non-

discriminatory access.

How digital network technologies diminish incentives for publishing news content on
individual open websites, or in free apps, and so on, and what needs to be done so that
those who gather and report the news can participate in the value generated by the
audiences for that news, regardless of where they congregate.

Third, how market power over aggregated content, audience and advertising, the Internet,
hinders innovation that can help the business of news, and what needs to be done to
address such market power.

And finally, fourth, how experimentation of the relationship between end users and news
outlets -- websites, applications, and so on -- could create better mechanisms for funding
journalism through advertising, and how the rules governing consumer privacy can both

protect the consumer and serve the public's right to know.
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Thank you.

SUSAN DESANTI: Thank you very much, Sri. You've certainly put a lot of

provocative ideas on the table. Sherwin, can | ask you to follow up, please.

SHERWIN SIY: So | was encouraged to hear the Chairman say that amending
copyright law wasn’t one of the prominent-- that the chances of that were so low. I think

that I'll have done my job here today if | can emphasize why that should be so.

In terms of just addressing the copyright proposals within the discussion draft, | have to
say that my immediate reaction to all three of them was actually quite negative. Largely
because | think we need to be clear about what it is that we're trying-- what problems that
we're trying to solve and how these proposed solutions fit in. | don’t think they do

particularly well.

They not only don’t solve these problems, but they create new ones of their own. And |
think that's, in part, because copyright is an extraordinarily powerful tool and hot news
along with it. Because what we're talking about in these cases is a restriction upon free
speech. | don’t think that's an overstatement. | mean, copyright is a narrow restriction of

speech, speech that's creative and originated by others.

And in order to ensure that we have that legal restriction in place, and that it operates, we
need to ensure that it also is balanced against the First Amendment. And we do that in a
variety of ways. We do that by limiting its scope and its definition of what we can and
can't copyright. And we do that through the operation of limitations and exceptions, like

fair use.

So I think to address each of these, the proposals in the discussion draft, on the hot news

front, I think it's important to emphasize and not to confuse hot news with copyright law.
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And one of the ways in which hot news as a doctrine stands out is that it explicitly covers
ground that copyright law explicitly refuses to do, which is granting a property right in

fact.

And this is a distinction between the fact and the expression, between the idea and the
expression that long predates the current Copyright Act. It goes back at least 100 years or
so. And it's in place because without that, property rights and ideas would impede just
ordinary conversation. It'd impede correspondence. And that's clearly something we don’t

want to do.

I think hot news is limited in time | think its proponents say. How long is really sort of up
for grabs. And I think it's important that if we look at the origins of that doctrine in the
United States, if we look at the original case, if those facts were ported in to today's
world, I think the question we'd be asking -- the facts of it being the AP was sending
cables on war bulletins in World War | to the East Coast. INS was taking those published
bulletins, taking the information in them, rewriting the stories and wiring them to the
West Coast before AP's information got there, taking advantage of the time delay and of
the different time zones -- | think the question, if that happened today, we'd be asking is,
well, why wasn’t the AP on the West Coast in the first place? Why weren't they getting

there first, and why were people reading these INS reports instead?

I think that same question, if there are parasitic organizations that are riding, free-riding
cheaply, they are providing some sort of value to the consumer. There's a reason
consumer are being drawn to that. Is it in the packaging? Is it in the aggregation? Is it in
the curation of particular types of information that consumers want? Are they looking for

a particular selection?

And | think if it is in fact that cheap to do that, then there's something there. But what

there isn't though is a case for copyright.
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SUSAN DESANTI: Thank you, Sherwin. I think we're going to move on now to

Barbara, and you'll have a chance later to expand on your remarks.

BARBARA WALL.: In the interest of time, I'm not going to go to my prepared remarks.
I just want to first echo what the Chairman said about the FTC report, i.e., | don’t think
there was any confusion in the report that it was meant to be a recommendation of the
FTC. And in fact, we heard from one of our shareholders, simply because | was
appearing here this morning, that | was endorsing all the views in the report, too.

[Laughter] So I want to set the record straight on that. But I thought it was clear myself.

Anyway, | come here to represent the interests of our local newspapers. Gannett is
probably best known for publishing USA Today, but we also have 82 daily newspapers in

30 states. And we believe that local watchdog journalism is our future.

And in our communities, we're now distributing our reporting -- 1 don’t have to go into
all the different devices -- in a lot of different ways. But we're doing some other things, |
think, that may help sustain the business model that we hope will sustain journalism,

which is what we're talking about today.

One is, we are looking at niche audiences. We are looking at specialized audiences,
whether it be in print or on the Web. We're in the business locally of aggregating
audiences for our core watchdog reporting, for special interests, like in Tallahassee,
where it seems we can't produce enough content on the FSU Seminoles to satisfy anyone

in the community. [Laughter]

We have MomsLikeMe sites that are attractive to young mothers in our communities. We
have highschoolsports.net. We are aggregating so many people that our statistics show
that in most of our communities, we are able to provide access to 70% of the adult market
audience in any seven-day period. In many of our newspapers, it's 80%. And in some, it

approaches 90%.
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And when you couple that with actual ad sales representatives who know the needs of
advertisers, you have a potent combination. And it's far more effective than the national
sites that come up with local sites of various stripes, it seems like every week or so. But

they don’t have any connection to the communit



FTC-MORNING SESSION
JUNE 15, 2010
PAGE 17

Now, one might say they're providing an alternate avenue to reach an audience, and if the
audience prefers that access instead of going to our local website, they should be entitled

to access our news that way. We think it's just pure piracy.

So | do think there's a place for hot news. Do we need a federal hot news statute? At this
point | think it's premature. There are a number of state court decisions, some very recent
vintage, including the fly on the wall case that you're probably all familiar with, which
suggest to me that the state courts are looking very realistically at the world we live in
today, and coming up with remedies that I think fit the evils that we face, to the extent

you would call them evils.

So I don’t think it's time or even necessary at this point for the federal government to step
in and say, "We need to legislate hot news." | do think there could be unintended
consequences for free speech that those of us who care about journalism should be afraid
of.

So instead, | think we ought to let the state courts take this issue and on very specific
facts come up with doctrines that we hope will protect the need to protect what's most
valuable about what we provide to our audiences without doing damage to the First

Amendment. And I'll stop right there.

SUSAN DESANTI: Thank you, Barbara. Penny, would you please go next?

PENELOPE ABERNATHY: Sure, I'm glad to. | was rather surprised when | was put
on this panel, since | do not have a legal degree, and I did what any good former reporter
does, I interviewed three colleagues who did have legal degrees. [Laughter] And when
they all said the same thing, | decided maybe | would talk about something slightly
different. They basically raised economic issues with all of the legal ones.
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So what | did yesterday was submit to SUSAN DESANTI -- who's posted it, and in the

interest of time | will not go over it -- kind of
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Now, it's very hard to do because all the tracking is done by private firms, so you can't
reconcile methodology. But even if you take a considerable discount or overlap of this,
what is amazing is how much this has ballooned in the last 20 years, enabled by the
interactivity of the Internet, and how much larger it is than traditional advertising, and

how much faster it's growing than traditional advertising.

Now, that is also confirmed by talking with dozens of advertisers, courtesy of a
McCormick grant for rural newspapers. And | will tell you, even the smallest advertiser
no longer thinks of advertising and marketing separately. It's all one big pot. And they are
more than anxious, because local newspapers still have the credibility, to give some of
that money in a different sort of way, other than the clickthroughs and the CPMs we've
been condemned to sell advertising with on the Web, provided we give them the

opportunity.

I make this point just because I think as we look, we may be in fact measuring the wrong
thing. And I'm a businessperson by extensive training, and there are two business adages
I think that end up ruling the world. One is, you always head for where your customers

are headed. And, you go where the money is, you follow the money.

And if we don’t follow it, someone else will. This is not to say-- but having done that,
you can then-- | can then envision a business model for both the largest news

organizations and the smallest, the local ones, in which the business model in the 21st
century will evolve into something not too different from what we've seen in the 20th

century.

It will be a different sort of revenue. It will be revenue from the non-traditional
advertising, so to speak. But what worries me is that | am totally stymied by what
happens at the state and regional level. And that is vitally important.
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Also, like the Chairman and his disclaimer about the press coverage of the report,

everywhere | go, when there are lights on, | have to say the following: For the record, the
newspaper industry does not seek any direct or indirect government subsidy to underwrite
the production of news content. In addition to being impractical, it's simply inappropriate

for a lot of different reasons.

It's been fashionable for some time to talk about the digital divide, the difference between
the broadband haves and have-nots. I'd like to suggest there is another form of digital
divide between those who create the content we seek to foster here and those who exploit
and monetize that content for their own benefit. Unfortunately, there is a divide between
these functions, and at some point that has to change if journalism is to flourish over the

long haul.

However, we may not be in the position yet to suggest a real perfect solution. First, in my
opinion, content creators need to know where and how much of their product is being
used by others without permission. We are on the threshold of this knowledge, which is

an important precondition for everything that follows.

Second, the free market should be allowed to function in the normal course by allowing a

period for negotiating licenses for commercial use of this content.
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The other things that publishers need right now are an up-t
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Google's a great example, even in countries where they have 99% market share, they still
give their product away for free. And it costs billions of dollars to produce. Why? Each
consumer who comes to a search engine site generates more incremental advertising
revenue, and it's more profitable to attract more consumers than it is to limit the flow of

consumers by charging them directly.

Of course, there's lots of other examples where content providers do charge, but these
seem to be for items that are very unique or very popular or very timely, that have a lot of

ability to differentiate themselves.

So commentators have noted that newspapers can't cover their fixed costs through
advertising revenue. That may be true, but that's perfectly consistent with the view that
the revenue optimal price to charge consumers is zero. That just means you can't cover
your fixed costs that way, and that's a big problem. But it doesn't mean that charging it
and reducing your revenue will help the problem. Instead, you might need to think about

alternative business models and approaches, rather than just charging consumers.

It's certainly true that it's more likely for a large collection of publishers acting in a
coordinated manner to be able to be profitable charging than if they were acting
independently. But it doesn’t necessarily mean that it would be in practice. After all,
news stories, even in the presence of stronger copyright, would still be relatively easy to
copy. And so, even if a large collection of newspapers coordinate on prices, there's

nothing to stop a bunch of copycats.

Nonetheless, it seems possible that, if established, quality newspapers had a better
product, better presentation, better writing, that consumers might be willing to pay a little

bit. And so, it does seem to make sense to think about the prospect of micropayments.

I'm not sure myself if that's going to work, but it seems like a reasonable thing to

consider. | certainly can't foretell the future that it won't work. And that would be a
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market with strong market externalities. In order to work, you would want a lot of
adoption. And so it does seem reasonable to think about the establishment of an entity

that would help coordinate the invention of such a system of micropayments.

But it doesn't mean that we would necessarily need to coordinate on price. Like in radio,
there was a lot of transition costs. You wouldn't want to be looking up different prices
every time you played a song. But on the Internet, that's not really a problem. | don’t
really see the benefit of coordinating on price. There's no need to.

And in any case, the situations where competition would drive prices to be too low would
also be the same kinds of situations where people outside of the micropayment system
could also find it easy to copy content.

At the end of the day, if you want to charge, we need to have a differentiated product, and

that's what's going to allow you to charge sort of reasonable prices, if you like.

I want to turn my attention, lastly, to an antitrust solution that I think will have an impact,
and is very important, and is actively being debated today. And that's the antitrust
surrounding online advertising platforms. In the end, as advertising gets more and more
efficient, and as consumers browse more and more widely on the Web, newspapers
themselves have less information about the consumer, what ads they’ve seen recently,
and who they are, they're going to need to rely more and more on advertising platforms
and other coordinated ways to know the consumers and get information about them and

serve them the right ads and the most efficient ads.

Of course, ad platforms can also cut down on the cost of an advertising sales force, which

is helpful for newspapers trying to lower costs.



FTC-MORNING SESSION
JUNE 15, 2010
PAGE 26

However, there's no reason for ad platforms to share a lot of that revenue with the
publishers. And it's only competition among ad platforms that drives the benefits of

advertising to the publishers.

And there have been a lot of cases coming up recently where a dominant platform has
tried to buy its competitors or extend its dominance to new venues. And that can really

have an impact on publishers.

So in the end of the day, to the extent that you are relying on advertising and you may be
more and more relying on advertising platforms, I think that the newspaper industry
should care a lot about how much of that they're going to share in. And the competition in
the Internet industry and the competition among portals, among aggregators, and
especially among advertising platforms who have all the information about the

consumers that allows you to monetize, is going to be crucially important.

SUSAN DESANTI: Thank you very much, Susan. And thank you very much to all of

you.

I just want to, for the record, say, that although some people have referred to an FTC
report during this discussion, which of course you're all used to seeing FTC reports, what
was on the Web was only a discussion draft. So we'll just make that point one more time.

Chairman Leibowitz, is there anything that you would like to ask or add to this panel

before we move on?

JON LEIBOWITZ: No, it was merely-- just for those of you who aren't attuned to
nuance, it was merely a compendium of proposals by others. Is that what you were

saying, Susan?

SUSAN DESANTI: Yes, that's what | was saying. [Laughter]
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Now, why would that be the case? Because the role of technology and media in the
United States is changing so rapidly that whether or not we had had a crisis in the
newspaper industry, policy written in 1967, for an analog television age, which itself was
cautious in its embrace of the television age, is no longer able to serve the needs of

American democracy, or quickly add American interests abroad.

So I just wanted to ask a series of questions that | thought might proceed from that
observation. If you want to argue against changes in public policy, then it seems to me
you have to make a case for the status quo. And the status quo is funding and policy
around the Corporation for Public Broadcasting, which, left or right, avid consumer of
public media or not, I think it would be difficult to say is adequate to the needs of its
audiences in rural America, in reference to education, in reference to coming changes in

the delivery of health services, in terms of access and equity.
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Do we think that we have a system of funding and incentives in that system that is
adequate to the digital changes that are going to shape the access that American
consumers have to information about their government, as well as about their health and

education?

So I think-- I'm asking these questions rhetorically; obviously, | have views about the
answers. But because I think the frame is so often distorted, and that if you're going to
make-- and the FTC's discussion draft has generated reaction that is typical of the
distorted frame, it seems to me, because it proceeds from the assumption that we have not
inherited policy. We have inherited policy. The question is, do we really have a national
consensus that the policy we've inherited is adequate to our future needs? And I think the

answer is no.

SUSAN DESANTI: Thank you very much, Steve. I'm skipping out of order for a
moment to Joaquin Alvarado, who is going to have to leave shortly for his daughter's

graduation.

JOAQUIN ALVARADO: Thank you, Chairman. I'll tell her you said so. [Laughter]

I agree with all that Steve has laid out. And | actually commend the FTC for engaging in
this conversation. | think it's an important one to have, and I think there's opportunities in

front of us. So I'll address just three quick things.

First, we absolutely need to look at the public media policy in this country. Everybody

would agree with that, so why don’t we go ahead and do it?

Two, the Web is driven, unless it's a core, novel technology, by fan culture, by
participatory culture. And newspapers struggle with that, period. They don’t have the

people inside of their companies typically, and they don’t know it. They don’t understand
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it. And until we bridge that gap, | don’t think we'll get the kind of scale of transformation

online that we'd all like to see in terms of preserving journalists and their jobs.

Three, public media, specifically public radio has actually developed a really intense fan
culture, where a free service is mostly supported by people paying for what is essentially
a free service. And that's membership support around the country. It's taken us 40 years to

build it to the point where it's at, and it's not nearly strong enough.

But the ascendancy of NPR and a few of the public media companies out there, who are
successful and well governed and well capitalized and able to invest in innovation speaks
to the possibilities. If we had some targeted funding, we could do more. If there were
incentives from the funding community, not CPB alone, but the entire foundation
community, for greater collaboration, we could do more. All of those are achievable right

now if we focus on it.

What we have done, or what's in my portfolio is something known as Public Insight,
which is about seven years old at this point, but with Knight funding, we are building an
open source platform to drive citizen engagement in their local journalism by providing
sourcing into stories and feedback and contextualization. And that is heading towards

100,000 citizen participants in what will be 50 newsrooms by the end of the summer.

So we're investing as a company in models that reflect the realities online. We could do

more with more funding, obviously.

One just observation though. Funders get away with a lack of clarity. If you are a
journalism start-up in a major market, there is going to be a fair amount of competition
for a limited amount of foundation funding for these kinds of activities. And until the

foundations really create incentives for collaboration, don’t expect to see it.
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I'd like to just say I'm the probably relentless optimist in the room, compared to a lot of
folks. Yes, there are some problems, but the panic feels really premature to me. And | just
look around and see all the wild experimentation going on in methods and business

models, and | come out of it thinking we're on the way towards something quite good.

I'm worried about the protectionist proposals that | keep seeing, and I'm glad to hear that

they're probably not on the table for the final report, or not likely to be.

I do favor, however, a federal taxpayer piece of a mission that would, I think, have
enormous value, not just to journalism -- that would almost be a byproduct, a wonderful
one -- but to communications and commerce in a general way. I've posted a long piece
yesterday on Salon about this. I won't read it, obviously not enough time. But there are
two historical precedents of note. And actually there are many more, but this is in the area

of projects that the nation has undertaken.

One is recent. The interstate highway system, which private industry and local
communities could not possibly have put that together. There was just no way to do that.

And there was a national purpose involved.

The second one goes back to the early days of the republic, which is the postal system,
which became the conduit for communications in our early days and was a direct subsidy,
in part to journalism, but to a lot of other commerce and media. It was what Bruce
Bimber, the political scientist, called the Manhattan Project of communication. Maybe

that's something we could do today.

What I'm suggesting is that instead of any direct subsidies, especially for journalism,
what we might think about is getting the taxpayers behind putting broadband out
ubiquitously to every home and business in America, not doing what seems to be the
policy, which is a duopoly approach. Or, if we're lucky, some mobile broadband wireless

in there, too. | don’t think that's going to work for many reasons.
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as politics and the functioning of government, where the Constitution envisions the media
as a watchdog.

As some have mentioned, and | certainly agree with this, I recognize that the history of
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the subsidy went, not to media giants like Time Warner, Disney, or News Corp, or NBC

Universal, but to start-ups and modest donors.

Even so, the journalist in me requires me to raise the issue of whether supporting serious
news coverage, as important to democracy as | believe serious news coverage is, can
compete with a wide range of urgent societal needs as pressure to cut deficits mounts.

That's a question I'll leave to others.

SUSAN DESANTI: Thank you very much, Paul. Jan?

JAN SCHAFFER: Thank you, Susan. | agree with Steve, that policy needs to be
addressed. Just yesterday, in a search of the Web, the US is inviting proposals for $50
million in funding for media programs in places like the Palestinian territories, the
Congo, Afghanistan, and elsewhere. | think we need to revisit how and what we want to
support, but I do see some valid opportunities for modest government support for the

future of news, particularly in areas where bottoms-up innovation is flourishing.

I think much of J-Lab's work has helped to create community news sites. So I'm going to
unabashedly focus my recommendations there. We funded 62 new start-ups in the last
five years with only $1million to great social return. And I think these proposals that we
have received -- we received 2,700 proposals -- reflect a kind of robust reality that was
not at all reflected in the draft report, which is that hundreds of communities right now
are getting news and information about their towns that they have never received before,
not even in the heyday of American journalism. They are rural communities, they are

bedroom communities, and they are suburbs of metro areas.

Moreover, | think investigative journalism is undergoing a rebirth in discrete no