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ELECTRONIC COMMERCE ON THE RISE

Newspaper publishers often have misconceptions about the Internet. " Most think
it isa publishing medium, but it isn't; it isatransaction medium,” stresses Jan
Lamers, CEO of Financeel Ekonomische Tidj in Belgium.

Even publishers who do understand this are finding it difficult to pinpoint exactly
what electronic commerceisall about. " Thefirst definition of electronic commerce
is'all business transactions that occur electronically',” he says, but, it is much
more than that. "E-commerce is really about shifting customer relations and
business models."

" The new definition integrates the whole commercial value chain. In the analog
world, all five stepsin the value chain — advertising, information, order, delivery
and payment — happen in different places. E-commerce isnothing else but the
integration of all these steps at the same time, in the same place on the network,"
Lamersexplains.

Perhaps this confusion has come about because e-commerce is not just another
sales channel; it isan entirely new economic paradigm, one for which we have yet
to create an appropriate language. "We only have words that describe our
industrial economy: ‘industrialised countries’, when industry representslessthan
20% of GNP. Weuse'tons of exports, when so much tradeisweightless," Lamers
continues. The same appliesto time. " Real timeisdifferent in the analog and
digital worlds. With letters, if you got a response within a week, it wasfine. But
email? You need aresponse within a day."

A whole new paradigm

The new digital environment challenges a number of established givens. First of
all, it refutes a traditional economic law, whereby the value of a product declines
asitsvolumeincreases. Thisapplied to industrial economies, whereraw materials
wer e scarce. " But (in adigital economy) thereisan abundance of knowledge and
information, and value does not necessarily declineif thereismore,” he says.



This is particularly important to publishers because "there is room for both
limitless aggregation and disaggregation. We can make newspapers of 100,000
pages, but we can also personalise them and offer three to four pages to one
person,” he continues.

Another changeisin the flow of information, which evolves from a one-way, one-
to-many flow to one that is bidirectional and oneto-one. "If you analyse
information flows, company to customer isthe dominant flow today; feedback is
very weak. In a networked economy, this company to customer link will be alot
weaker because the customer isin control,” Lamerscontinues. Newspapers should
therefor e organise themselves to take this new dynamic into account — something
few of them are doing today. " How many newspapers give advertisersinsight into
their accounts? The ability to track and trace their packages? To see how many
adsthey'verun?' he asks.

What does this new environment mean for advertising? First of all, advertisers
don't like fragmented media, so advertising won't work on the Net, Lamers says —
at least for the bulk of sites. (Today, 10 siteson the Net take 90% of revenues.)

Moreover, in a digital economy, "the value of advertising information is zero
unlessit isconnected to atransaction,” he says. " The information hasto be linked
to thetransaction or the action | want to take." Newspaper publishers, however,
have been working from an advertising infor mation business model and thus, have
been asking the wrong questions. " Rather than "How can we sell adson line?', the
guestion should be: 'given my competencies and customer franchise, how can |
better serve my customers?'," saysLamers.

Of course, newspaper publishers can deliver some of their advertisers online
needs. " Othersyou cannot, so you need to aggregate your serviceswith others,” he
continues. "It is not within our culture to partner, which is a handicap,”
especially since other online players, including major telecoms companies, are
doing just that.



Allowing for greater customer feedback

One thing newspapers can do alone on the Net istrack and trace customers in
order to provide them with more personalised services. " That way, the customer -
to-company relationship becomesareal learning relationship. It'salso a great way
to lock in customers, because if they go to another supplier, they haveto start that
lear ning relationship all over again." It appearsthat customer relationships can be
abarrier toentry in thisenvironment. Asaresult, Lamers saysthat tomorrow's
winners will be those who know their customers best. " Newsstand sales will be
bad policy in the future,” he adds.

Of courseg, it will become absolutely necessary to ensurethat all Internet activities
are linked to a central customer database. After all, the value in collecting
information, he says, isin being ableto link it either to a transaction or to other
information.

Finally, Lamers suggests that newspapers need to adopt a mor e focused approach
tothelnternet. "In the business-to-business market, more information was sold
electronically than in print last year," he says. Internet trafficisup 700% per year
and network infrastructureis growing exponentially. "There will be so much
capacity that distribution costs will be closeto 0," hewarns.

This, however, does not spell the end of print. Thereisclear indication that the two
media will co-exist rather than compete, with advertisers using print to develop
awareness and prospect customers, and the Internet for customer relationship
building and personalised products.

Jan Lamers

CEO

Financieel Ekonomische Tijd
Tel: 32 3286 0221

Fax: 32 3 286 0220

Email: jan.lamers@tijd.be



ELECTRONIC COMMERCE IN ADVERTISING SALES

"We believe that the migration to a paperless process will become a decisive
weapon in the battle for advertising market share," says Walter Zingg, Senior
Vice-President of Business Development for PubliGroupe, Switzerland's power ful
advertising representative firm. EDI (Electronic Data I nterchange) is an excellent
opportunity to tighten relationships with key customers, he adds.

After all, "many of our advertisersare big users of EDI, using it to communicate
with suppliers, health services and banks,” he adds. " Consequently, paper-based
relations with us are seen as costly, time-consuming, complicated and error-
prone."

Though there are a series of tools available — Adobe postcript, for example —they
are only one option. " Simply lining up tools does not go all the way, it does not
redefine the business process,” says Zingg. (An international committee is
working to develop the " PDF" standard for exchange of the advertisement itself,
but so far, it has been inconclusive because of production problems.) Rather, the
goal isto move to a paperless business process, both internally and with trading
partners.

What isEDI?

In the context of newspaper advertising, EDI includes " all activities, databases,
processes and legal and contractual arrangementsthat allow a company to operate
as a commercial entity without exchanging paper with its trading partners,”
explains Zingg. In concreteterms, thisinitially means either Open or Lite EDI.

" Open EDI isthe concept where all steps, from a proposal to the payment of the
invoice, would be based on the structure defined by the UNEDIFACT standard. It
can be implemented based on the EDIFRA document 6.14, with national
adaptationswhererequired,” he explains. Each partner can then use appropriate
softwar e translation and can choose to use leased lines, Internet or X.400 mailboxes
for data interchange, depending on the frequency and volume of transactions.



Zingg suggests that newspapers may want to provide a user device for itstrading
partners(ie. client software), which could also function as a stand-alone device.

Light EDI isanother option, though it istargeted to smaller ordersand occasional
use. Thesolution isInternet browser-based and easy to use; thereisno softwareto
install on the part of customers. Zingg believesit islikely that newspapers will
use a combination of both to reap the benefits of electronic commerce with all
client types.

The benefits for newspapers

What's in it for newspapers? "First of all, studies show that the full
implementation of EDI can lead to up to a 30% reduction in the costs of doing
business,” he continues. EDI also offers better quality control and reduces the
transaction cycle time from daysto seconds, all of which increases competitiveness.

EDI also opensthe door to new products and services such aslast minute offers. It
also facilitates the communicating of short-notice rate variations, special sections
or events as well as the creation of an industry rate database and a space
reservation system.

Last but not least, EDI allows newspapersto go one step further than Open or Lite
EDI and implement electronic clearing houses (ECH), which Zingg considersthe
"only practical solution for all participants to communicate in a one-to-one
manner."

With such a device, advertisers and agencies could send a single set of messagesto
a single computer for a multimedia campaign. One confirmation message would
inform the client that all papers have received, processed and confirmed the order.
A consolidated invoice issued by the clearing house and one payment to the same
would represent " a dream cometruefor all regular, national advertisers: the one-
order, one-bill service," saysZingg.

The creation of an ECH would provide greater incentive to quickly implement EDI
on an industry-wide basis. It could also lead to consolidated research and
reporting services and the creation of an industry database. Moreover, " given that



a key task of the clearing house would be to translate from and to paper documents
during thetransition period, it would enable customersto move to EDI when they
wer e ready — without suffering from the fact that others have not yet changed,” he
says.

Given its particular strength in the Swiss media market, PubliGroupe has
developed the capacity to be able to offer the platform from which to build a
clearing house. "We do provide access to reservations, access to our database, not
just for information but for transactions. We provide the client software” he
explains.

Of course, Zingg agrees, EDI isnot easy toimplement. He saysthelargest single
success factor is not available technology but management commitment. Assuming
you have both, Zingg suggests a number of waysto start:

" Start the process with important trading partnersto create a sizeable impact,” he
advises. A project management approach, a cost-effective open solution, dedicating
the required resources as well asinternal and external support, especially in the
initial phases, wer e other key suggestions.

Walter Zingg

Senior Vice-President of Business Development
PubliGroupe

Switzerland

Tel: 41213177111

Fax: 4121317 7555

E-mail: wzingg@publigroupe.com



EDI CHALLENGESFOR JAPANESE NEWSPAPERS

Japanese newspapersaretrying to make it easier for their advertisersand media
buying agencies to choose and use newspapers more effectively, says Y oshimi
Watanabe, Computer System Division Engineer with the Asahi Shimbun.
Implementing a page-by-page advertising rate system, re-eingineering advertising
computer systems and conducting an advertising contact resear ch survey are some
of the actionstaken by individual papersto meet thisgoal. Thanksto these efforts,
Japanese newspapers are now EDI-ready, he says.

"Two types of data benefit from EDI systems. management information and
advertising creative copy,” explains Watanabe. Two major studies were recently
undertaken to examine the status of both, and concrete implementation measures
have been proposed. In 1993, the NSK (Japanese Publishers and Editors
Association) formed a task force to study advertising transactions. It looked
closely at the Japanese television experience, where no standard message for mat
existed. Thisled to a situation where each advertising agency had to decide on a
message format for each TV station — a factor which made it complicated for
agencies with several budgetsrunning on many TV stations.

Asaresult, " NSK focused on developing a standard message format. 1n 1996, the
task force recommended the adoption of the ClI syntax rule,” hesays. Cll syntax,
already used by 15 different industries in Japan, is able to handle Japanese
characters and can extend to handle the EDIFACT standard. (Thisstandard was
eventually modified in 1997, following input from the Japanese Advertising
Agencies Association.) The NSK task force also developed a standard message
form for orders, response to ordersand billing.

At about the same time, the Japanese advertising giant Dentsu launched its own
EDI project. Aimed at standardising business protocols amongst ad agencies,
newspapers and TV stations, the project had the participation of two ad agencies,
eight newspapers and two TV companies. In newspapers, four are still in the test
phase of this project while othersare using EDI for bill processing.
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On theadvertising material front, the NSK did a study last year that indicated that
more newspapers were EDI-ready in this domain than they were for sharing
management information. "l believe the reason for this is that advanced
digitalisation in the production process of advertisements at production companies
and ad agencies," says Watanabe.

" The objective of EDI isnot only speed, but accuracy and savings,” he continues.
Watanabe also believes that EDI in this domain will open the door to new
advertising opportunities, notably instantaneous news-type advertisements which
capitalise on breaking events. Used in this manner, EDI can be a new tool for
advertising sales.

Y oshimi Watanabe

Computer System Division Engineer
Asahi Shimbun

Japan

Tel: 81335450131

Fax: 81 3 354 41 357
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SUCCEEDING WITH COLOUR MANAGEMENT

Colour consistency and stability is a strategic issue for newspapers, not just a
technical one, says Elie Khoury, Managing Director of Alwan Color Expertise,
colour management consultants based in France.

Readers have a unique relationship with newspapers and their advertisers.
"Readers have a unilateral attitude to newspapers,” he says. "You can't do
something else while you're reading a newspaper.” Add in the psychological
impact of a full page colour advertisement, and you'll understand why this
relationship cannot be duplicated with magazines or with Internet publishing, he
adds.

Yet Khoury says his clients are asking him, 'how can we communicate in
newspapers? Hecitesa luxury products customer who was so dissatisfied with
the colour reproduction of hisad that he withheld payment and wor se, decided to
abandon the use of newspapers altogether. When this happens, "it's a lose-lose
situation,” he says.

Newspapersface a lot of challenges with respect to colour reproduction. They are
receiving an increasing amount of information in digital form, beit from reporters
with digital cameras, from image banks and agencies, or from advertisers, who are
sending digitised material, some of it already colour-managed. Moreover,
expectations are higher: today, both readers and advertisers expect to see high-
quality colour in newspapers.

Advertisersin particular want " transfer security, colour consistency and output
stability. They also want consistent reproduction throughout multiple media. They
want predictable and reproducible colour - on different presses and in different
countries,” Khoury stresses. Thisis a big challenge for daily newspapers, but a
necessary one, he continues. " Pepsi spent more than $400,000 to change itslogo
colour. It isaspecified blue. Sothey arereluctant to go into newspapers, because
they don't know if their logo will come out violet or sky blue,” Khoury explains.
Likewise, afood advertiser who publishes a glossy insert wantsto know only one
thing if he publishesa similar ad in a newspaper: will it look the same?
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Colour management changes the printing process

ItisKhoury'sjob to work with customersto over see the implementation of colour
management procedures and systems that will ensure these goalsare met. "We
encounter the same obstacles you find anywhere when you introduce change, on
both the technical and human level,” he says.

Technically, advertisersneed to know how their colourswill appear in newspapers
and in other media. "Therefore, we need to identify the particularities of
newspaper technologiesvisavis other media," he says. For instance, we know that
newsprint cannot handle as much colour saturation as coated paper. However,
newspaper s can achieve consistency through a quality assurance approach, which
makes the colour management process more easily controlled. "We have
colourmetry and colour measuring tools, so we know what we can print on certain
presses,” Khoury continues.

Perhaps the human challenges are a little tougher to handle. " Colour management
also changes the way we do our job. People must do thingsthey didn't do before,
and then do it differently. Colour management may require redefining work
flows," he says.

Newspapers can start by standardising working and environmental conditions —
lighting, for example — so everyone can see the same things, says Khoury.

Khoury also suggests standar dising colour conver sion methods by adopting ICC
profiles, which test the colour identity card of a device. " You use a colour manager
to do this, such as Apple Colour Sync, which uses mathematical algorithms to
convert colour from one deviceto another,” he explains.

Khoury maintains that the benefits of colour management far outweigh its costs.
"Investment in colour management bringsareturn in threeto 12 months,” he says.
Moreover, productivity improvements are very important — 30 to 50% — because
colour management reduces costs in a controlled work environment.
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Not only do direct costs decrease, but moreimportantly, so do indirect costs. Better
colour reproduction means fewer bad experiences, less lost business and a better
image of the media itself.

ElieKhoury,

General Manager

Alwan Color Expertise, France

Tel: 33478169210

Fax: 334781692 13

Email: eliekhoury@compuserve.com
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SUCCEEDING WITH COLOUR MANAGEMENT: AN OVERVIEW OF THE
U.S. SITUATION

Colour management isone part — albeit an increasingly important one — of a
total quality program in a newspaper, says John lobst, Director of Advanced
Computer Science at the Newspaper Association of America. " Quality isan end-to-
end process. It startswhen the photo istaken and endswhen it ison the press...At
every step, quality must be managed,” he says. Colour management is also one of
the last efforts newspapers can make to increase the volume of their colour
advertisements.

Colour management is simply a set of mathematical algorithmsthat ensurethat a
colour is reproduced at its appropriate value. In newspaper presses today, a
typical problem occurswhen a colour, which has a hypothetical value of '9', gets
printed asa'6'. "We've lost something in the process,” sayslobst. " So, start with
avalue of 13.5, assuming you're going to lose one third of the value. Thisiswhat
goeson in the black box of colour management.”

" Colour management will level the playing field with other media, ie. magazines
and television," he continues. " Magazines have pretty colours. TV hasthe glitz,
but colour isfar from constant across sets. But advertisersdon't expect colour
consistency from television. So newspapers have to get closer in quality to
magazines." lobst believes that a newspaper with a very aggressive quality
program can offer colour reproduction that can compete with magazine colour on a
daily basis.

He cites a recent Knight Ridder colour management pilot study. The company
took three of its newspapers—in St. Paul, San José and Duluth — and convinced a
maj or advertising agency, which handlesBMW, to work with them. The agency
created a special ad, which had reasonable characteristics, but was still a challenge
toprint. "If you put theresults of what appeared in the three newspaper stogether,
they look very close,” hesays. "It wasareal inspiration to continue on the colour
management path.”
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Publishers and advertisers have colour management obligations

Effective colour management requiresthat both newspapers and advertisers make
effortsin several domains. For newspapers, thisinvolves several things:

1. A proper maintenance program, not just for their printing press but for all
equipment involved. " All of it needs to be maintained on a consistent basis," he
says.

2. Profiling the press. "When you profile a printing press, you print known
colours, then read them and find out what the pressreproduced. That information
isfed back through a series of calculationsto generate a module that makes the
process whereby a '13 becomes a '9 happen,” he explains. Today, press
manufacturersthemselves ar e creating standard profiles for their presses, which
allow advertisersto see what their adslook like before they go to press.

3. Training. Employees must use colour management tools properly.

4, Use appropriate tools. " Press operators have to use the densitometer,” he
says. "The spectrophometer isnot quiteascritical, but it helpswhen you get to
really detailed colour areas."

Advertisers, for their part, need to do the following:

1. Manage their expectations. " The best newspaper colour reproduction will
not look as good as what shows up on glossy stock," says lobst. Even if the
colour values arethe same, their appearance will differ. " Advertisers have to
understand that and be ableto  live with it."

2. Use colour by the numbersand calibrate monitors. Designers often wonder
why their ads don't look like they did onscreen, he says. Thisis more likely a
problem caused by lack of colour calibration than by poor reproduction. " What
they saw on the screen was not what the computer stored,” he explains. Thislack
of calibration isa big problem acrosstheindustry.
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3. Proceed with internal colour management. "Manage all information
association with colour reproduction. Do scanner profiles, device profiles,
imager profiles, press profiles and calibrate monitors on a daily basis," he
continues.

4. Put colour barson ads. " Advertiserswill resist asthese do not fit in with
good design. Newspaper s, who don't trim the page, have no way to hide the colour
bar," hesays. The useof barsisreally key to ensure colour by numbersaswell as
to ensureyou'rerunning the densities specified, he adds.

Finally, lobst talks about the advantages of doing editorial colour. " Thisisa cost
rather than an income, but if a newspaper can produce good editorial colour on
deadline, it will help sell ads,” he maintains.

Colour management does bring a return on investment, |1obst says, though "there
isan upfront and ongoing investment: software, hardware, the use of materials
when you run press profiles. But, you do get improved colour quality." When
newspapers are investing billions in new presses to print colour — and in
particular, colour advertising — quality isall-important.

John I obst

Director of Advanced Computer Science
Newspaper Association of America
United States

Tel: 1703 902 1600

Fax: 1703 917 0636
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