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ne of the advances that occurred in Catalonia
during the thousand days of government presided over by
Pasqual Maragall (2004-2006) is the change in the model of
relations between the Administration and privately owned
media. Following the decision by the Department of the
Presidency to eliminate all en bloc newspaper subscriptions, a
series of events in the spring of 2004 led to presentation, in
December 2004, of three Government reports to the Parliament
on subsidies, subscriptions and Generalitat (Catalan Government)
advertising in the printed media over the ten previous years.

This was unprecedented, and continued the following year
with the introduction of a new media subsidy system on the
part of the Department of the Presidency. As a result, in 2005
and 2006, grants to the printed and other media were public
and awarded by tender, an additional good practice to be
added to those already implemented by the Department of
Culture in this area.

Despite its imperfections, it is generally agreed that this
scheme is a new departure which opens up great possibilities
for development and progress. Regardless of whether or not
the new system has lived up to the sector expectations it gener-
ated, or whether the mechanisms and criteria applied are cor-




rect, the new transparency is a crucial factor in press grants.
Because transparency, especially in this procedure, means that
political decisions gain in democratic quality and equanimity.

In fact, an identifying feature of a modern democracy is the pres-
ence of a press which adheres to the principles of informative plu-
rality, cultural diversity and quality of information. These are the
values that a grant system based on responsibility and transparency
should foster, since they guarantee the independence of compa-
nies from the government, and of governments from companies.

Aware of the difficulty of developing successful policy in this area,
the Generalitat government, in addition to its new grant system,
encouraged the organisation of the Barcelona Symposium on
Press Subsidies in Europe, through its Communication Secretariat.
The objective of this international meeting was to debate and
pool the various European experiences in the field of press subsi-
dies, so as to draw conclusions and enrich knowledge in this tradi-
tionally opaque and little understood subject area.

We could say that the results were highly positive, yet this is unnec-
essary. Readers can judge for themselves from this book, which
includes, among other contributions, the study on European press
subsidies prepared by the Communication Institute of the
Autonomous University of Barcelona (InCom-UAB). The InCom-
UAB study, the heart of the symposium and factotum of this book,
offers the most exhaustive and updated description of European
press subsidies, with detailed information on each country. A vital
contribution that, so far, no institution at European or Community
level had found time for. Therefore, it is a great honour for me to
present this book, the second in the Lexikon collection, and I hope
that it serves to stimulate — with the required degree of passion —
debate on press support policies and their management, in the
hope that they make a responsible and useful contribution to
democracy and the communication industry.

Ramon Font

Communication Secretary, Catalan Government,
Barcelona, October 2006

he symposium Press Subsidies in Europe: Development,
Pluralism and Transparency, held in Barcelona on 19 and 20 June
2006, was organised by the Catalan government (through the
Communication Secretariat of the Department of the Presidency,
the Catalan Institute for the Cultural Industries and the Patronat
Catala Pro Europa) and the Communication Institute at the
Autonomous University of Barcelona (InCom-UAB).

With the aim of identifying and evaluating the different types
of subsidies given to periodicals in Western Europe, the sym-
posium brought together for the first time political represen-
tatives of bodies with responsibilities in the area of the press,
business associations and academics specialising in the field of
communication policies.

Through this book, the Organising Committee seeks to bring
into the public domain the contributions of the speakers invit-
ed to the event, and also the Final Declaration read at the clos-
ing session.

The various sections that go after this introduction follow the
structure of the symposium itself. Part I, “The press in Europe: cri-
sis and subsidies”, consists of three papers of an academic nature:
the keynote address, by Alfonso Sanchez-Tabernero, describes and



evaluates the distinctive features of the newspaper market in
Europe in 2006. The second paper, by Peter Humphreys, explains
the origin of the system of subsidies, the different types and
modalities of subsidy that exist, the arguments for and against sub-
sidies, and their meaning in the context of the information socie-
ty. In the third paper, Isabel Fernandez Alonso and José Joaquin
Blasco Gil present the conclusions of the comparative study on
press subsidy schemes in Europe commissioned from InCom-UAB
by the Catalan government.

Part II contains the contributions of representatives of various
European governments that have significant models of direct
press subsidies (Norway, Austria, the Belgian French-speaking
community, Sweden and the Netherlands) or have given subsi-
dies in the past (Spain). Thus, the texts in this chapter explore
in greater depth the policies outlined earlier in the report by
the InCom-UAB team.

Part III includes contributions by representatives of the news-
paper publishers' associations that accepted our invitation to
attend the symposium, and who provided widely varied per-
spectives on the issue under debate: the European Association
of Daily Newspapers in Minority and Regional Languages
(MIDAS), the European Newspaper Publishers' Association
(ENPA), Spanish Newspaper Publishers’ Association (AEDE),
Press Association of Portugal (APImprensa), Associacio de
Catalan Association of Periodic Press (APPEC), Catalan
Association of the County Press (ACPC) and Catalan
Association of Free Newspaper (ACPG).

Part IV focuses on the granting of subsidies to periodicals on
linguistic grounds. It contains three texts: a framework paper
by George Jones, which systematises subsidies to the printed
press in minority languages in Europe, and a second and third
papers describing case studies of the main Basque and Catalan
policies in this field.

Finally, Part V provides insight, again from an academic per-
spective, into the position of the European Union with respect

to the issue of press subsidies: Josep Maria de Dios approaches
it from a legal viewpoint and Robert Picard does so from an
economic one.

By way of conclusion, this book offers the Final Declaration of
the Organising Committee, which was presented by Miquel de
Moragas, director of InCom-UAB, at the closing session.

We cannot conclude this short introduction without acknowl-
edging the help and support of many people. Without them,
neither the event itself nor this book would have been possi-
ble. Our thanks then to Judit Permanyer and Ana Cabado
(Communication Secretariat), Maria Marin and Pia Subias
(Catalan Institute for the Cultural Industries) and Miquel
Gomez, Ramon Garcia, Frederic Tort, Marta Civil, Imma
Ruano and Mireia Cirera (Incom-UAB)."

The Organizing Comittee
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The European Press at the Beginning of the 21st Century.
Defining Characteristics and Future Trends

Alfonso Sanchez-Tabernero

School of Communication, University of Navarre

Europe was the cradle of the press. The first magazines and newspapers came
outofthe Old Continent, and many journalistic genres and models were cre-
atedhere (DiazNoci, 2000),above allwith the appearance of publications spe-
cialising in such areas as the economy, sports and so on. The European mar-
ketgave birth to the first popular newspapers and developed business models
based asmuch onadvertising revenue ason the sale price of each publication.
Some of the world's best known titles, later imitated in other continents, are
published in European countries (Iglesiasy Verdeja, 1997).

The firstdebates about the role of the pressand criticisms of professional
errors took place in France, Great Britain, Germany, Spain and other
countries around us. From the 17" Century, journalism has figured in
European literature as the subject of analysis and controversy. Writers
such as Bécquer, Machado, Proust, Balzac, Dickens, Chesterton and
Waugh have commented accurately—and almostalways wittily—on the
light and shade of the profession of journalism.

Europe has also led the way in detecting and lamenting successive crises in
the press. In Great Britain in the 1930s, for example, the BBC was forbidden
to broadcast news in the morning, because the development of publicly-
funded radio was seen as posing a critical threat to the country's press. Simi-
larly, pessimistic voiceswere raised when —after the end of the Second World
War — television started to take up a prime place in most European homes.
More recently, the appearance of rolling news channels on radioand TV, and
the developmentof the Internet and free newspapers, have led to anew wave
of doom-laden predictions about the future of the press.

The Development of Newspaper Circulation and of Advertising
Some common characteristics mark the European press market; com-

mon to atleast those countries which have along history of involvement
in the European Union. Most of the newspaper owners have been from
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the country where their newspaper is published, and they have almost
always won turf wars with foreign investors. Companies with a high mar-
ket share have had a high profit margin. The existence of rigorous barri-
erstoeniryhas protected the position of the marketleaders, who have lost
their privileged status on very few occasions (indeed, the average age of
European newspapers is 101 years). And many companies have diversi-
fied into the audiovisual sector, taking advantage of the deregulation of
thatindustry which took place in the eighties and the nineties.

Another aspectrelevant to almost all European countries is the stagnation
of newspaper circulation. Indeed, the World Association of Newspapers
(2006) revealed thatonlya few countrieswith alowlevel of newspaper read-
ership, or with clearly expanding economies, have increased newspaper
sales significantly over the lastfive years. In the 2000-2005 period, European
press circulation fell by 5.26% (from 86 million copies to 81.5 million).

During the same years, sales went down in Belgium (5.21%), the Czech
Republic (2.52%), Denmark (10.53%), Estonia (1.91%), Finland
(2.12%), France (5.81%), Germany (7.73%), Greece (9.25%), Hungary
(9.48%), Ttaly (5.53%), Luxembourg (4.27%), The Netherlands
(8.54%), Slovakia (11.28%), Spain (0.49%), Sweden (1.29%) and Great
Britain (11.41%). Drops were also experienced in other, non-UE, coun-
tries, such as Iceland (25%), Norway (6.7%) and Switzerland (6.6%).

However, during this period circulation grew in four UE countries: Aus-
tria (2.68%), Ireland (29.27%), Latvia (10.56%) and Poland (43.99%).
Turkey, currently bidding to join the UE, saw an increase in newspaper
circulation 0f20.2%.

Comparing trends in Europe with those in other areas shows clear
increases in circulation in lesser-developed countries. In the 2000-2005
period, world press circulation rose by 5% to arecord figure of 439 million
newspapers sold, which indicates an estimated readership of slightly over
athousand million people. Over that period, sales grew in China (26.5%)
and India (14%) . However, sales not only fell in Europe, but also in other
high-sales areas, like the USA (down 2.5%) and Japan (down 2.13%).

These varying trends have had an effect on the world press circulation
ranking. In 2005 Chinaled the waywith 96.6 million newspaperssold, fol-
lowed by India, with 78.7 million, Japan (69.7 million) and the USA (53.3

The Press in Europe. Crisis and Subsidies

19



20

million); in sixth place in the table lies the European country with the
best sales figures — Germany — with 21.5 million copies sold.

Itisalso of interest to notice the change in the number of different news-
papers published around the world. In 2000-2005 an increase of 4.6%
brought the number up to 7,693 different titles worldwide (7,862 if free
papers are included). The number of newspapers published went up
1.3% in Europe, 1.1% in Latin America, 4.6% in Asia, 10.4% in Africaand
1.4% in Oceania. In contrast, there was a decrease of 0.1% in the USA.

Advertising in the press worldwide increased by 5.7% in 2005, 5.3% in
2004 and 2% in 2003. All in all, the press's share of advertising revenue
over all the media went down from 30.5% in 2003 to 30.2% in 2005. The
pressisnow second to television in terms of advertising revenue.

In Europe, advertising revenue increased in 2004 by 4% over the previous
year, although this figure was still 16% below the year 2000 level. However,
thatyear was atypical because the Internet boom generated an extraordi-
nary — perhaps unjustified — growth in investmentin all media.

Between 1999 and 2004 advertising revenue in the press grew in the
Czech Republic (49.4%), Estonia (29.03%), Hungary (44.56%), Latvia
(45.51%), Lithuania (93%), Luxemburg (10.6%), Poland (98.6%) , Hol-
land (18.08%) and Slovakia (114.85%). However, it dropped in Finland
(3.22%),France (23%), Greece (0.26%), Italy (16.33%), Spain (6.28%),
Sweden (15.8%) and Great Britain (6.31%).

Aswe have indicated, one of the keys to understanding the sector's devel-
opmentliesin knowing the starting points in each country. For example,
there is great potential for expansion in Equatorial Guinea, where there
are no printing plants and newspapers are photocopied; or in Bolivia,
where only 5% of the population buy newspapers; or in Uzbekistan,
where the governmenthasinvented a presswith no journalistic informa-
tion — private publishers can edit newspapers with advertising, horo-
scopes and comic strips, but news contentis prohibited.

Apartfrom such extreme circumstances, newspaper consumption grows
when legal difficulties common to non-democratic regimes are over-
come, and when economic and cultural under-developmentis gradually
counter-acted (Albarran, 2002). In contrast, those markets which have
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long since overcome these problems tend to stagnate. In the countries
with the highest newspaper readerships — such as Japan, Norway, Fin-
land and Sweden, which in 2005 had the highest ranking, with 634, 626,
518 and 481 copies sold per 1,000 inhabitants respectively — it is more
difficult to maintain such high figures in the face of the development of
numerous other news providers.

In the lastdecade newalternatives have emerged in the journalistic infor-
mation market: radio stationsand TV channels dedicated torolling news,
free papers and the Internet all compete with traditional newspapers in
providing up-to-the-minute news. In the period 1999-2004, use of online
versions of newspapers alone increased by 350%. While itis true that this
success was reflected in the results of the publishing companies, a large
part of the information on the Netis generated outside their control in
homepages, search engines, blogs, etc.

The boom in free papers has also meant a significant change. In 2005,
these publications — which hardly existed ten years ago — represented
51% of press circulation in Spain, 33% in Portugal, 32% in Denmark and
29% in Italy. Free papers have had greater successin Europe thanin other
parts of the world. They have reached 17% of total newspaper circulation
in Europe, as against 6% worldwide.

Timothy Balding (2006), the Director General of the World Association of
Newspapersindicates that publishers have responded appropriately to this
increasein competition: “Newspapersare going through aperiod of upturn
thanks to the appearance of new products, new formats, new titles, new edi-
torial focuses and improvements in distribution and marketing”. However,
this optimistic view cannot be applied to European journalism as a whole.

State Action

Cultural, demographic, political and economic differences have formed
awidely-varied press marketin Europe. Readership levelsin the north of
Europe are three times those in the south. Some areas have both quality
and sensationalist press; while in other cases the tabloids have notgained
afoothold. In GreatBritain and Ireland the nationalpress predominates,
whereas in continental Europe most of the circulation corresponds to
regional papers. In the south of Europe, sports papers have a wide circu-
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lation, but this is not the case in the north. In some markets — such as
Spain, Italy and Portugal — most copies of newspapers are sold in kiosks,
butin others—the Scandinavian countries, for instance — most newspa-
per distribution is carried out via subscription.

These differences between countries explain the variety of press protec-
tionand developmentpolicies (Bagdikian, 2004). Directorindirectstate
aid is not habitual in regions with a large number of different titles and
growing circulations. In contrast, in countries where the pressisatrisk of
being monopolised — for example, because the population is small or is
scattered over averywide area—there hasbeen a tradition of protection-
ist policies for more than halfa century.

As happensin other areas of the media, regulators tend to concern them-
selvesmore with the way the marketworks — the number of differenttitles,
avoiding over-dominance or bottlenecks — than with the contents of the
newspapers themselves. It is therefore difficult to establish and impose
standards of service which guarantee the public'srights. Market errorssuch
asmanipulation or sensationalism cannotbe avoided withoutitleading to
more serious side effects, such aslack of freedom of expression.

So governments set up mechanisms to correct situations of monopoly or
oligopoly, orany other circumstance in which acompany could abuse adom-
inant position. They intervene by making laws that stimulate competition.
They oppose moves to concentrate too much power in the same hands and
back any publications which may well disappear without public aid.

There are two extreme theories about the effects of public intervention
in the pressindustry. The firstis based on the public service theory. Govern-
ments and regulators try to protect the rights, needs and demands of the
public, soitisimportant that they have the means to adjust the inefficien-
cies and injustices of the market (Gitlin, 2002; Herman and Chomsky,
2002; Gamble and Watanabe, 2004).

The second, the capture theoryreasons that various interventions carried
outby pressure groups and political parties actually subvert the public will
and make the idea of public service unrealistic. From this perspective,
legal control should be limited to promoting a free flow of supply and
demand, and to protecting privacy and other basic rights of the individ-
ual (Wolf, 1999; Zaccone, 2003).

Press Subsidies in Europe

Defenders of both theories refer to specific cases to back up their argu-
ments. Those in favour of public service refer to the most habitual errors
of the under-regulated markets; ignored minorities, falling standards of
quality, ethical problems, abuses of dominantmarket positions, excessive
influence of large media groups during electoral processes, loss of cul-
tural identity, etc. In contrast, the more liberal camp points out the inef-
ficiency of state aid systems.

A cost/benefit analysisisasuitable framework for examining public decisions.
State aids and grants imply an increase in resources for companies and a
widerrange of choice for the public (benefits), which mustbe putintorela-
tionwith theamountofmoneyinvested (cost). Sometimes technical errors
lead to funds being given to newspapers which are already financially
viable, which meansa certain expense that benefits the company involved,
butnotthe public. Butthe opposite attitude also leads to problems: should
help only be given to those companies whose products do notinterest the
public, do nothave awide readership, and therefore lose money?

Policy-makershave to evaluate alternatives: isitpreferable tosubsidise the press,
spend tax-payers' money on other services, or collectless tax? And ifitis the case
thatdaily papers deserve state help, whatmechanisms should be putin place to
promote abetter cost/benefitratio? (The Euromedia Research Group, 2004).

Those who share a negative view of state intervention often point to two
kinds of meddling. In the first place, governments tend to take decisions
which are designed more to help them to stay in power than to really help
the public. Secondly, large-scale publishing companies exercise pressure
on the government which is effective in stifling competition, which acts
against their smallerrivals or those who are new to the market, and against
society in general. Here it is interesting to note what has happened in
Latin America: the main newspaper publishers have effectively lobbied
to stop foreign investors getting into their market.

Both the public service theory and the capture theory camps have identified real
problems, and theyshow the danger of extreme attitudes. Soitwould be advan-
tageous to set up a system of public intervention that did not err by excess or
defect,and which putan end to interference thatisnotin the publicinterest.

By means of a cost/benefit analysis, resourcesinvested by the state and their
effects can be measured. When the costsof the intervention outweigh the
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benefits gained, the regulator has failed, magnifying the market error. It
would have been better if this publicintervention had never taken place.

When studying the results of decisions taken by governments and regu-
lators, it is necessary to take external factors into account: the costs or
benefits derived from an economic transaction do notfall to the buyer or
the seller, but to third parties (rival companies, suppliers, distributors,
providers of substitute products, or the general public). External medi-
ation always creates problems, because economic decisions lead to a rip-
ple effectof consequences—both positive and negative —which change
the rules of the market game — even if only to a very small degree.

In the case of subsidising a newspaper, a cost/benefit analysis would lead
to quantifying on the one hand the ¢ffort made, which can be seen in two
dimensions: a) the money invested by the State, and b) the external effects
(increased investmentby competitors to attractreaders and advertising) .
It would also be of use to determine the benefits gained: a) the utility of
the productitself — quality, diversity and level of reader satisfaction —
and b) the external effects— strengthening of related sectors and activities
(news agencies, press distributors, paper manufacturers, etc).

In the world of the press, the choice between a more liberal or more inter-
ventionist policy also depends on the concern of the public and of their
governors to protect their own identity (Bondebjerg and Golding, 2004).
In the face of the surge of globalisation, and the twilight of economic pro-
tection, France hassetupaprogramme to correct marketerrors, viaadoc-
trine of cultural exception; under this flag the French ruling class say that it
would be less serious if the national car or computer market were in the
hands of foreign companies than the audiovisual sector, the press or the
Internet. For them, the survival and strengthening of local companies
acquires an added value: building a barrier which makes it more difficult
for stronger competitors from other countries to getinto the market.

For reasons of cultural tradition, France leads the way in Europe in pro-
tectionist press sector policies. The Scandinavian countries have also set
up systems of direct and indirect aid to guarantee the viability of newspa-
pers whose distribution costs are extremely high due to the wide geo-
graphic dispersion of their readers. In other European countries, subsi-
dies have been more sporadic, or less generous.

Press Subsidies in Europe

Frequently, protectionist policiesdonotachieve their aim of strengthening
theindigenous press. Growing culturesare open to external influences, and
absorbawide variety ofideas and focuses. In contrast, self-sufficiency stifles
developmentand cultural innovation. Under Franco, Spain remained free
of McDonald's, but also received very little literature, cinema or informa-
tion media from abroad, and nowadays almost nobody cites that period as
an example of the strengthening of Spain's cultural identity.

Some Disney films — Snow White and the Seven Dwarfs or Pinocchio — are
based on European stories. Others, like Aladdin or Sinbad, have their
roots in Arabic literature. Uniting traditions, cultures and widely-varied
forms of expression can lead to productions with awide popular appeal.
Paradoxically, one of the most efficientways to weaken a culture is to pro-
tectit, cutting it off from outside influences, preventing it from becom-
ing enriched by new sources of inspiration.

Factors of Change

The future of the press in Europe depends, to a large degree, on the pub-
lishers' strategies. But there are also four factors beyond their control
which will effect the profitability of the sector, and the quality and quantity
of products available in the market: i) regulation, ii) technological inno-
vations, iii) economic development and iv) demographic development.

From the point of view of public intervention, policies designed to pro-
tect the press now face a new problem: when newspapers were the prin-
cipal source of information for the public, the diversity of newspapers on
offer was an essential pre-requisite for a healthy democratic system. But
now — with news available from a wide variety of other sources such as
radio, television, the Internet and mobile phones — it seems more diffi-
cultto justify directgovernmental aid. To putit plainly, whatisimportant
is that the public are well informed, not that the public buy newspapers.

Soitseems possible to predict that direct state aid will play a less impor-
tantrole in financing the press. There is a better argument for prolong-
ingindirectaid —financial advantages, job creation, advertising invest-
ment by public bodies, etc., which doesnotalwaysrepresentan increase
in profits for the press companies, but which helps keep more titles in
the market.
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Otherfactorsof change in the field of regulation concern market concen-
tration. In this respect, a key criterion is determining whether govern-
ments are going to favour the consolidation of the large national champi-
ons, capable of competing with rivals from other countries, or whether,
on the contrary, they would prefer more smaller-scale companies
(Collins, 2002). The first option implies a priority on strengthening cul-
tural identity, the second on a diversity of titles in the market.

Different European governments have tackled this dilemma in different
ways. For example, in small or medium-sized markets next to larger coun-
trieswho share the same language, asis the case of Ireland and Austriawith
their British and German neighbours, there has been no legal obstacle to
prevent the leading companies — Independent Newspapers and Medi-
aprint, respectively — gaining over 50% of the daily newspaper market.

However, thelegislation in GreatBritain and Germanyismorerestrictive, faced
with the risk that companies such as News Corp. or Springer might gain too
much power in their respective markets. In addition, in the last decade these
countries have introduced cross ownership rules, so that owners of radio sta-
tionsor television channels cannotreach the same pressmarketquotasthatare
available to publisherswho are notinvolved in the audiovisual sector.

All in all, there seems to be a general tendency towards fairly permissive
regulationsinrelation to newspaper ownership. Most countries apply gen-
eral laws of free competition and do not do anything to block the launch-
ing of new titles. As such, they do not oppose systems of internal growth:
they only prohibit external concentration operations — mergers and buy-
outs —which imply a clear risk of abuse of a dominant market position.

There also appears to be a weakening of the barriers that have tradition-
ally made it difficult for foreign investment in the sector. This has hap-
pened, firstly, because of the EU's own expansion. The increase in the
number of member states means a corresponding increase in potential
investors in each national market. In addition, the growth of liberal atti-
tudes and proliferation of the information media have led governments
to permit the arrival of publishers from countries outside the EU.

These legal changes will affect the European press panorama. While at

presentalmostallnational marketsare led by domestic companies —with
the exception of Denmark and francophone Belgium (Sanchez-
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Tabernero and Carvajal, 2002) — in the next few years there will proba-
bly be more cases in which the market leader will be a foreign company.
This state of affairs has already arisen in the free press in many countries.

Another factor, which maywell have as big an influence as governmentreg-
ulationin the transformation of the newspaper market, is technology. In this
area, many circumstances have arisen which affect companies' anticipated
financial viability. On the positive side, improvementsin printing and distri-
bution systems mean lower costs. On the negative side, technological inno-
vations have brought about the emergence of new media which compete
with newspapers for both the public'sinterest and advertising revenues.

National newspapers have been the main beneficiaries of the improve-
ments in printing systems. Sending pages by satellite to various printing
centres means the papers arrive more quickly to more points of sale and
at a lower cost. Within the old EU-15 countries, circulation of general
information nationalnewspapers stands at 32.3 million copies (of which
18 million are tabloid or sensationalist titles), representing 40.5% of the
market (World Association of Newspapers, 2006). The rest is divided
betweenlocaland regional newspapers (53.5% of circulation), the sports
press (3.2%) and financial press (2.7%) . Bearing in mind that the last two
groupsveryrarelyinclude local orregional titles, the national press's total
share of the marketis close to 50%.

Whatismore, printing in multiple locations has enabled the national papers
to be more flexible. Many papers offer different regional editions, which
helps them to overcome one of their competitive disadvantages with respect
tolocalandregional press— the lack of proximity to advertisersand readers.

From anegative pointof view, technology means the appearance of more
competitors in the market. The new rivals are trying to capture a) the
attention time of possible readers, b) theirmoneyand c¢) advertisers' pub-
licity budgets. Any new information and entertainment medium stiffens
the competition in atleast two of these three areas.

The appearance of newspapers, radio stations, television channels and
online services financed entirely by advertising does not create a lessen-
ing of the public's spending power, but it does limit the time they have
available for reading daily newspapers, and it also affects the investment
in advertising in the ordinary daily press.
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Other entertainments, like video games, new mobile phone services,
and subscription TV channels, do not represent competition for the
press in terms of capturing advertising revenue, but they do affect
potential readers' spending power and the time they have available for
reading papers.

In a way, the traditional press is undergoing a similar phenomenon to
record companies. They have lost part of their power — which was based
on the ability to distribute records to many shops around the world —
because the Internet allows anyone to do this. Similarly, news can be
accessed from a wide range of media, in addition to the press; like radio
stations, TV channels, the Internet and mobile phones.

Theincrease in means ofinformation and entertainmenthashad ahand
in the stagnation of the printed press's circulation. This tendencyis more
marked among the young, who have become used toreceiving short, sim-
ple — even simplistic — messages, more common in the audiovisual
media than in the print media. What is more, younger people are more
inclined to change their consumption habitsand are therefore more pre-
pared to try and accept new media.

Macro-economic development represents a third external factor which
causes changes related to the press sector. Slow but sustained economic
growth from a starting point characterised by a high standard of living,
leads to the general public dedicating a greater part of their disposable
income to leisure and entertainment products and services. Therefore
theincrease in the range of such productsand services on the market has
gone hand in hand with an increase in their uptake.

In addition, this economic development has also had a positive effect on
the second large source of press income: advertising. According to the
Advertising Association (2006), in the last twentyyearsin the EU-15 coun-
tries, advertising investment only dropped in four financial years: 1993,
2001, 2002 and 2003. The recession in the last three of those years was a
consequence of the busting of the technology bubble, which had pro-
duced annual increments of over 7% during the previous five years.

From 1985 to 2005 total advertising incomes rose from € 44,000 million

to € 80,000 million at steady prices. Although the press's share of the
advertising cake went down in this period from 43% to 30%, as the total
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investment rose so considerably, newspapers received more advertising
income in spite of their decreased share.

In 2004 (Advertising Association, 2006) advertising investment in the
daily press per capita was higher in five European countries than in the
USA. Thisranking was headed by Ireland, with € 191; followed by Switzer-
land (€ 143), Denmark (€ 132), Finland (€ 130), Great Britain (€ 126)
and Norwayand the USA, bothwith € 121 per capita. With the exception
of the USA (in 6th place), Canada (12") and Japan (14"), the first twenty
countries in this ranking were all European. Spain was in 17* place, with
an investment of € 39 per capita.

The strength of the European pressasan advertising medium has enabled it
to maintain high profit margins in spite of its circulation stagnating (Steel,
2000):in many countries profitmargins over sales of the marketleaderstood
atabove 20%, and in various regional markets this figure was 5% higher.

Demographyis the lastimportantfactor of change in the newspaper mar-
ket. Here again there were contrasting phenomena. On one hand a low
birthrate, greater population mobility—with the consequentgeograph-
icalrootlessness—and the disintegration of the traditional family model
all hindered sales increases. On the other hand, the arrival of immi-
grants, the raising of the retirement age, the decline of the rural way of
life in competition with urban areas, and the aging of the population all
worked in favour of the sector's development.

In these respects, the main doubt is whether those young people who
nowadays do notread the daily press will start to buy newspapersin a few
years time. Nor is there any reliable data on whether the immigrants will
generate asignificantincrease insaleswhen theyare integratedinto their
new places of residence.

A New Way of Competing

These external factorsinfluence press companies' way of competing, and
have an effect on the mean profitability of the sector and on the number
of papers sold. Nevertheless, the press company directors have many
devices at hand to confront the opportunities and threats arising in the
market. The way they compete depends as much on these external fac-
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tors as it does on various internal factors: the companies' own strengths
and weaknesses and the decisions made by the owners and directors.

Increasing competition and decreasing sales demand abusinessresponse
which is based on at least four elements: i) opting for quality, ii) innova-
tive leadership, iii) taking advantage of the value system of the printed
media and iv) protection and promotion of prestige titles.

Putting the emphasis on quality means increasing reader satisfaction.
Over the last few years, new complaints about the press have joined the
traditional ones. Now there are complaints about: too much attention
being given by the press to the world of entertainment; the increasing
power of advertisers; too much of the press being controlled by too few
companies, which canlead to minority voices going unheard; blurring of
the dividing line between information and entertainment and between
editorial and advertising content (Nieto, 2000).

The most important quality papers have been wise enough to react cor-
rectly to recent changes in the market, while retaining their individual-
ity. They provide more analysis and interpretation of currentaffairs, they
make reference to recent history, they go into more depth about things
their readers have heard on the radio, seen on TV, or have glanced
through on the Internet. In short, they have deepened their mission,
which consists of providing their readers with relevant, useful, under-
standable and interesting information.

The press contributes to social cohesion. Itintegrates the general public
within their communities. It promotes interestin distantissues. It opens
people's minds to new perspectives and far-off events. It facilitates the
contextnecessary to make the world we live in more understandable.

The quality papers are trying to both meet their public role and make a
profitatthe same time. Theysee no contradiction in these two objectives:
asolid economy allows them to face up to external pressures which could
well relegate their readers' interests to second priority, and their public-
service attitude promotes their titles' prestige and readers' loyalty.

Obviously, there are other ways of competing and succeeding brilliantly:

sensationalism, lack of respect, lies, stories about people's private lives,
information that is illicitly-gained or is presented with a lack of context
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or balance... However,itwould be difficult to maintain long-term success
with a publication based on such content. This style is too easy for rivals
to imitate, it de-motivates the journalists involved, and generates a lack
of trustamong both readers and advertisers.

The quality pressisnotblinded by short-term successes achieved by rivals
who stray too far from professional and ethical standards. Sloppinessand
disrespect are extraordinarily risky strategies for a newspaper to adopt,
which sooner or later are punished by the readers.

Certainly, sensationalism may be the easiest— and frequently the fastest
— way of gaining a foothold in the market. But by no meansisit the best
way to ensure long-term survival. For example, during the last few years
the emergence of the free press has had a particularly serious effect on
circulation figures of the most popularpapers.

In contrast, the quality press plays the long game. The ownersare committed
to their publications' futures. The directors know that this future requires
them to build excellent professional teams, made up of well-trained, highly-
motivated journalists. The heart of a paperisin itsnewsroom. No effort can
be spared in ensuring that it beatsregularly. The journalists need to be prop-
erlytreated: thismeanssuitable remuneration, training and professional devel-
opmentschemes, keeping them informed of the company's plans, recogni-
tion of success, tolerance of errors and freedom to innovate.

In every page of newsprint, the quality press invests many hours of work,
abundant creativity and a good dose of talent, brought to the public by a
group of professionals. There are also doubts, a few mistakes and fre-
quent disagreements about what angle to take on a story or how much
space should be given over to it. But every decision is based on an urge to
inform the public truthfully and honourably.

Quality newspapers are also difficult to disrupt because within their
boards of directors there are innovative leaders (Pérez Latre and
Sanchez-Tabernero, 2004); they know that to capture readers they need
to gather together a great professional team, strengthen their identity,
respect professional standards and promote change.

These leaders are motivated to seek and find the support of their col-
leagues. And without a worthy objective it is impossible to drag others
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along. Aleader's innate qualities — for example, an ability to persuade
— cannotbeused to increase employees' commitmentifthe leader him-
self does not know where he wants to go. And, on the contrary, a lack of
such qualities can be overcome when the employees perceive that the
chosen objective is worthwhile.

So a leader never lacks convictions or important projects. As he has a
worthwhile objective, he is prepared to wait. He is patient because he
knowsthatgreatachievementsrequire perseverance,notgivingupatthe
firstsetback, butrather trying time after time foraslongasittakes (Pérez
Lopez, 1998).

Press companies, their directors and their employees can all make
change difficultin their own way. They tend to be timid and conform-
ist. The leaders are aware that they have to fight against dangers that
anyone can fall into: disillusionment, cynicism and desperation. So
they direct their efforts at promoting initiative and innovation among
their employees. They propose changes that demand communicative
abilities, and try to generate confidence and loyalty. They promote lib-
erty rather than control, because forcing change — getting carried
away by impatience — can be the best way to frustrate change (Semler,
2000; Abrahamson, 2000).

In their quest to get people involved in worthwhile projects, they work
tirelessly at both horizontal and vertical communication. They listen
more than theyspeak. The boss musthave a dialogue with employees and
readers, because many timesreal values are established by involving oth-
ersin the search for ideas and solutions (Magretta, 2002).

Leaderswho change things establishin their papers structureswhich are
participative rather than hierarchical. They do not try to make them-
selves indispensable, so they do not keep the most valuable information
to themselves. They look for a degree of equality and they reward coop-
eration. This tendency to democratisemeans leading without overpower-
ing or dictatorial control. We could call it a strategy of trust, which
demands promotion of a solid culture (Coutu, 2000). Leading is, to a
large degree, providing inspiration and sense, unifying professional
desires and hopes. This style of leadership leads to a high level of com-
mitment on the part of journalists, thereby enabling the appearance of
many innovative initiatives.
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Anotherway to improve press companies' financial resultsis by making bet-
ter use of the value chain. In this sense, large-scale audiovisual producers
are agood example to the press. They sell their productsvia avariety of dif-
ferent sales windows: cinemas, pay per view, DVD and video shops and
rental, subscription TV channelsand open TV channels (Anderson, 2004).
In the same way, newspapers could make better use of their various
resources and strong points: ability to develop information, relationships
with advertisers, brand integrity, printing works and distribution networks.

Opver the last few years newspapers have being giving more attention to
this. In fact, many promotions have not been directed at achieving
increasesin circulation asmuch asatimproving the company's profitabil-
ity. For example, in 2005 the newspaper El Pais banked € 127.8 million
via the sale of promotional products — almost the same quantity as that
earned from the sale of copies of the newspaper itself, at € 135 million
(Noticias de la Comunicacion, 11.2006).

Some newspapers have also improved their profits by using their print-
ing presses to print for third parties. Others distribute outside publica-
tions via their websites, or sell news and photos to other media that are
notdirectrivals.

Brand expansion is an ever-more common source of income (Collins,
2001). The wide range of different sources of information now available
on the market has created confusion and doubt among the public. One
reasonable way of overcoming this uncertainty is to look for sources of
information thatalreadyboast credibility and in which the public can trust.

Increasing competition makes it more and more necessary to protect
brand integrity. Sometimes, this priority will imply rejecting easy profit
because salesincreases gained by unethical means compromise the com-
pany's prestige.

Directors have to find an acceptable balance between financial viability
(profits gained) and security (high degree of reader satisfaction, which
meansan almost unbridgeable barrier for current or potential competi-
tors). Only with calmness and strategic vision is it possible to adequately
resolve these tensions between short-term and long-term benefit,
between the present and the future of press companies.
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Businessmen and Journalists

In the first three centuries of professional journalism, it was the journal-
ists, writers, politicians and newspaper owners who decided the contents
of the papers. None of them had decisive influence, butall of them made
their contribution. Their ideas, opinions and suggestions were listened
to, and each of them maintained a certain degree of influence.

Butsince the middle of the 20" Century this literary and political topsoil
haslostalmostallitsforce,and hasbeenreplaced by commercial criteria.
In Europe, thistrend hasbecome more marked in the lastdecade, for var-
iousreasons: changes of ownership; higher expectations of financial via-
bility; the high levels of investment necessary in order to spread risk and
to enter new areas of business such as cable or satellite television; and,
finally, the importance of wealth and material comfort in modern soci-
ety.

In the 19" Century not many newspaper owners were as concerned with
making a profitas theywere with supporting a political party, or hiring an
excellentwriter or journalist, who would improve their publication'srep-
utation. Nowadays, almost without exception, shareholders reward
media directors exclusively in relation to profits made.

In this atmosphere, it becomes possible to regard working in journalism
as an almost mechanical task, at the service of the balance sheet. Some
journalists rent out their technical skills and put themselves “under the
boss's orders” (Postman, 1986). If they have to praise a particularly gen-
erous advertiser, they do notstintin their words of flattery. If theyreceive
orders to invent slander about a political party or a public figure, they
sharpen their pens and think of hurtful phrases and cutting comments.

Perhaps professional journalists would prefer to write about the world as
theyseeitwith honour, accuracy, originality and wit. But the insecurity of
their employment obliges them to toe the line. Ideals don't put food on
the table (Waldroop and Butler, 2000). This state of affairs is well-known
to cost experts: there is always a cheap, fairly efficient journalist available
who is willing to become a mouthpiece of the paper's directors without
stopping to question whether what he is writing is true or not.

What is more, it doesn't require a great deal of imagination to find
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excuses for this lack of principles: “Everybody doesit”; “If Idon'twork on
this project, they'll just get someone else who will”; “The stuff I'm work-

ing on isn't that bad, really”; “There's a lot of worse stuff being printed.
When all's said and done, we at least have certain limits”...

This grim panorama, in which mercenary journalists have proliferated,
must not hide from our view other, more hopeful, sights. Many journal-
ists have enough courage and talent to not put themselves at the service
of'ideas and ways of working they do not believe in. Sometimes they suf-
fer for sticking to their guns. But only they achieve the recognition and
admiration of colleagues of integrity (Katzenbach, 1998).

There are also communication media businessmen who try to combine
their concern with the bottom line with an ideal of public service and
respect for the opinions and priorities of those who create and develop
media content. They know that by doing this, not only are they meeting
their ethical obligations, but also they are enhancing their company's
prestige, and thereby improving its chances of survival.

Anotherreasonforhope comesfromreaders, listeners, viewersand inter-
nauts. There is always the chance that they will turn their backs on the
purely commercial media — who never upset any advertiser, never dis-
turb the political powers-that-be, save as much money as they can on
human resources, cutdown to the bare bones on innovation costs—and
instead turn to the other media, whichisbetter designed to meet the pub-
lic'sneeds and demands.

The financial viability of European newspapers will depend over the
nextfewyearson their marketshare. And their vulnerability — the pos-
sibility thatsomeone will cut them out of the market—will be ininverse
proportion to the efforts they putinto hiring good professionals, pro-
tecting the prestige of their brands and improving the service they give
to their readers.
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Press Subsidies in the Context of the Information Society.
Historical Perspective, Modalities, Concept and Justification

Peter Humphreys

School of Social Science, University of Manchester

Introduction

New media technologies, the Internet and the deregulation of the audiovi-
sual sector have radicallymultiplied the number of mediaservices and signif-
icantly increased inter-media competition. In most European Union (EU)
member states, newspaper circulation has been in steady decline for a num-
ber of years. Newspapers have become increasingly dependent on advertis-
ing,yetthisrevenue source hasbeen challenged by rival media. In most coun-
tries, the number of titles has also been in long-term decline and press own-
ership and control hasbecome concentrated. The press sector facesa poten-
tiallyveryserious challenge from therise of the Internetand the proliferation
of rival services offering online news and other staple content including
advertising that newspapers have traditionally carried.

At the same time, however, the future of systems of press subsidy is open to
question even in those European countries that have operated them. Subsi-
dieshave alwaysbeen attacked by political conservativesfor offending against
the principle of a free and independent press and by economic liberals for
distorting the free market. Critics cast doubt on how effective they have been
in actually guaranteeing pluralism. Some argue that they sustain inefficien-
cies and inhibit the restructuring that is required to meet the challenge of
increasedinter-mediacompetition. Moreover, some have questioned the jus-
tification of press subsidiesin the context of the Internetand multiple media
(and multimedia) services.

This paper explains the historical development and modes of operation of
press subsidy systems in Europe and discusses whether they are still justified
in the context of the emerging Information Society. The paper argues that
presssubsidies may be defensible —and arguably more important than ever
in the Information Society—in order to promote plurality of newspapersand
diversity of content — including a range of political viewpoints and social
commentary—in the extremely competitive and highly commercialised new
mediaenvironment. The paperalsoargues that presssubsidies can be impor-
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tantinstruments for safeguarding cultural and linguistic diversity and cater-
ing for minority communities.

Historical Perspective and Modalities of Press Subsidy Systems

Systems of press subsidy in Europe have varied considerably according to
national political, economic and cultural characteristics. This has been well
documented (see for example Todorov, 1990; Sanchez-Tabernero, 1993;
Humphreys, 1996:102-107; Murschetz, 1998) . The underlying corerationales
for press subsidy systems have tended to be similar. State supporthasaimed to
arrestthe declinein the number ofnewspapers, to promote more competition
in newspaper markets, to combat the Europe-wide trend towards press con-
centration, and — importantly — to help sustain a diversity of opinion in the
press. Nonetheless, subsidies have varied according to their function. They
may be designed specifically to support the establishment of new newspapers
or simply to tide publications over periods of difficulty. They may be more
extensive and continuous, to promote competition in markets threatened by
monopoly. They may be designed to compensate for production and/or dis-
tribution costs, to off-set declining sales and advertising revenues, to encour-
age the cooperation of newspapersin distribution, promote capitalinvestment
and/or restructuring, or to supportjournalists' training and special projects.
Subsidies may be targeted at minoritynewspapers with a special social value or
political orientation (for example party papers), and so on.

Themodalities ofaid have varied. Subsidies can be directorindirect. Indirect
support, given typically to the whole of the sector, has been commonplace in
Western Europe. Most EU member states have granted the press sector pref-
erential rates of VAT, preferential postal and rail tariffs for distribution and
favourable telecommunications tariffs. Other measures have included tax
breaksforinvestmentand otherkindsof taxalleviations. Some states have sub-
sidised the price of newsprint, a significant cost of production. Some news
agencies, such as Agence France Presse (AFP), have been supported by gov-
ernments. Generally, indirect aid has been uncontroversial, yet it has often
amounted to impressively large sums (Humphreys, 1996: 102-103). Direct
support, typicallyin the shape of aloan or cash transfer by the State, hasbeen
limited to qualifying newspapers. As Cavallin (1998, para. 28) hasnoted, “[i]n
international discussionsindirectand general subsidies are generallylooked
on more favourably than direct and selective ones” because the latter "are
often judged to be subject to political and other kinds of manipulation”. On
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the other hand, “the general subsidies approach normally means that the
major share of the money goes to those who are already strong”.

Politicisation has, however, generallybeen avoided by the stipulation of objec-
tive qualification criteria. These have included such factors as the circulation
of the newspaper, its financial situation /ability to attract advertising, its com-
petitive positionin the market, anditssignificance in terms of diversity of opin-
ion and social, cultural and political value.

Clearly, differencesin national political culture, political incumbencyin gov-
ernment,varietiesof capitalism and the economic strength orweakness of the
sector, go alongway to explaining the incidence, character and extent of sub-
sidy systems. The mostdeveloped subsidysystems have been in politically con-
sensual northern European countrieswith strong Social Democratic and dem-
ocratic corporatist political and economic cultures, namely Austria, Finland,
Norwayand Sweden, these all being countries which also have a strong social
welfare orientation (Humphreys, 1996). Skogerbg (1997:108) notes that the
presssubsidiesin Norwayrose substantiallyunder Labour Partygovernments
and were cut back under non-socialist governments. Similarly, in Austria the
subsidy system was cutbackwhen anon-socialistgovernment came into office
in 2000 (Trappel, 2004: 11). In Scandinavia, the subsidies were originally in
part politically motivated, in order to “strengthen multiparty media in soci-
eties where the multiparty system [was] very important” (Breaux, 2004: 59).
Other countries that have generously subsidised the press sector are France,
Italy, Portugal and Spain (though thelatterno longer), which have had inter-
ventionist state traditions, with a tradition of public subsidies for industry.
Countries with a more liberal political economic orientation, such as Ger-
many, Ireland, Switzerland and the UK, have generally eschewed press subsi-
dies. Undoubtedly, a significant factor for the southern European countries
has been the much weaker economic state of their press sectors. Clearly, the
circulation per 1000 population affects both the amount of revenue newspa-
pers gain from sales and their ability to attract advertising. France, Italy, Por-
tugal and Spain have been consistently among the lowest in western Europe
in terms of circulation of daily papers per 1000 population. By contrast,
Britain and Germany had the strongest press companies in Europe (Euro-
pean Commission, 2004: 21-22).

The UKisagood case ofacountry thathaslooked atpress subsidies butgen-

erallyrejected them. In 1974, a Labour government, fresh into office, estab-
lished a Royal Commission on the Press (chaired by Professor Oliver McGre-
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gor, later tobecome the firstchairman of the Press Complaints Commission),
whichdulyreportedin 1977. AsHutchinson (1999:176-7) describes, the com-
mission spent “time and money investigating intervention mechanisms uti-
lizedin Europe,... butcould notsee theirrelevance to Britain.” Although two
dissenting members of the Commission did advocate the setting up of a
national printing corporation and alaunch fund to help new entrants to the
sector, the “governmenthowever concurred with the majority position”. Yet,
the value of VAT exemption — the single subsidy granted the UK press —
should not be underestimated. According to one study, the introduction of
6% VAT across the EU (which had been suggested by the European Commis-
sionasapossible harmonization measure) would mean the disappearance of
most UK regional dailies and a 10% fall in the circulation of the national
dailies (De Bens and @stbye, 1998:13).

State aid was introduced earliest in France, directly after the Second World
War by a quite radical government (a “tripartite” coalition that included
Socialists and Communists), in reaction to the “dominance of the inter-war
pre-war press by capitalist financiers”, with “the avowed objective of fostering
pluralism among newspaper titles and encouraging access for readers to dif-
ferentsourcesofinformation” (Kuhn, 1995:40).In France, indirectsubsidies
have been far more important than direct support (Albert, 1990: 72). The
indirect support — which, unlike the direct aid, has been largely general
rather than targeted atspecific publications—hasinvolved VAT concessions
(asgenerally elsewhere), special tariffsfor post, telecommunications and rail
transport tariffs, and various tax concessions and considerations on loans
(Kuhn, 1995:41; Sanchez-Tabernero, 1993:231). By the end of the 1980s the
value of total indirectsupportapproached halfabillion francs; far more than
was spentby the State on directsubsidies. Under the Socialists these subsidies
registered strong growth (for detailed break-down of French subsidies, see
Albert, 1990: 72) . Directsubsidies were allocated to publications with low cir-
culations and limited advertising revenue (Sanchez-Tabernero, 1993: 230).
These direct subsidies certainly contributed to pluralism, by allowing publi-
cations like the Communist newspaper L'Humanité, the Catholic La Croix
and the liberal-left Libération to survive. The fact that by far the most of the
state aid was of the general indirect kind meant that the system worked as a
kind of industrial policy for the entire sector, favouring “the status quo”
(Kuhn, 1995: 42). According to Minc (1993: 61-62), although justified by its
contribution to democratic pluralism, the subsidy system may have impeded,
through overprotection, the development of a press sector that was capable
economically of standing onitsown feet. Similarly, Sanchez-Tabernero (1993:
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229) is critical of the largely indiscriminate aid that flowed to the press sector
in Italy, Spain and Portugal (though this has since ceased largely), on the
grounds that, because of the way it was allocated, most support went to the
stronger papers, in apparentcontradiction of the principal raison d'étreof sub-
sidies.

The Scandinavian countries (except Denmark) have been widely seen as the
model systems. In contrast to southern Europe, the Scandinavians are the
most avid newspaper readers in Europe. Finland, Norway and Sweden have
nonethelessrelied heavily on targeted subsidies—rather than regulation —
in order to maintain press pluralism, and they have been comparatively gen-
erous in the levels of their direct state support granted to the press. Norway
introducedin 1969 ascheme of directfinancial supportforso-called “second”
or "No 2” newspapers, these being the second in circulation in their relevant
markets to help maintain competition in newspaper markets and halt the
newspaper mortality trend leading towards ever more local newspaper
monopolies. The aim was to “ensure a wide variety of editorial viewpoints”
(Wolland, 1993: 119). This policy was part designed explicitly to promote
party political pluralism. According to Skogerbg (1997: 102), in Norway
“...the closerelationship between the pressand the political partiesisone rea-
sonwhyitwas possible to muster widespread supportin favour of asystem that
has continuously been criticised for undermining both press freedom and
freedom of competition”. The political rationale for the subsidies was to main-
tain a competitive structure of the local press so that political parties were
ensured ofadequaterepresentation. Thiswasseen “asapublicgood forwhich
the responsibility could not be left totally to the market”. Norway also intro-
duced aid for “specific publications” representing social or political interest
groups, such as political party papers, newspapersserving immigrantcommu-
nities and publications for its Sami indigenous ethnic minority community
(Murschetz, 1998: 297; Skogerbg, 1997: 107). In 1999, direct subsidies
amounted to 159 million kroner (€ 20 million).

Sweden introduced a similar scheme of direct support for “second newspa-
pers”in 1972, with the same principal aims, namely to stem the trend of news-
paper mortality and local monopoly and to promote democratic pluralism.
Two large dailies, the Social Democratic Arbetetand the conservative Svenska
Dagbladet have received huge sums without which they would not have been
able to survive (Axberger, 1993: 154). In Sweden, state support has been
granted to help firms that were unable to obtain capital in the private loan
markets. Help has also been given to low-circulation newspapers and papers
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withinfrequenteditions (i.e.,onlytwo or three issuesaweek, orless) , the scale
of the subsidy depending upon the amount of editorial content (Hulten,
1984: 15-16). In Sweden, the operational subsidies to second newspapers
amount to over 450 million kroner (€ 48 million) ayear. A distribution sub-
sidy (given to daily papers participating in a common distribution scheme)
amounts to a further 73 million kroner (€ 7.8 million) ayear (Swedish Press
Subsidies Councilreportathttp://www.presstodsnamnden.se/english.htm,
downloaded 18/05/2006). Furthermore, in 2002 Sweden introduced a tem-
porary (3 year) development subsidy with an annual ceiling of 15 million
Swedish kroner (€ 1.6 million) which is intended to help those newspapers
thatare entitled to a production subsidy to make investments to secure their
long-term market position (Swedish Ministry of Culture, 2005).

Finland introduced in the early 1970s a similar system of direct selective sub-
sidies for economically weaker papers, clearly designed to reverse the steady
loss of titles since the mid 1950s. Also introduced in Finland was a so-called
“parliamentarysubsidy” directed specifically at party papers, thisreflecting a
particularly Scandinavian rationale for state supportbased on supporting the
multi-party system. Together these subsidies provided € 2.5 billion worth of
support between 1951 and 2000 (Picard, 2003: 105). In the Scandinavian
countries, these subsidies ensured the survival of a Social Democratic press
whichwas the envy of Labour parties the world over (Humphreys, 1996:107).

Generous subsidies have been a feature of press policy in Austria, another
countrywith strong Social Democratpoliticalinfluence and ademocratic cor-
poratist political culture. Uniquely, in 1975 direct subsidies were introduced
for all daily and weekly newspapers. From 1985 on every daily newspaper
received a basic amount of the subsidy with the possibility of an additional
amountifits circulation size and advertising revenueswarranted (Murschetz,
1998: 295). Larger direct subsidies have also been given to certain smaller
newspapersthatare considered importantfor the diversity of opinion (Berka,
1993; Murschetz, 1998). Atits peak in 1990, the latter subsidy amounted to
approximately€ 15million (Trappel,2004:11). When a conservative govern-
mentassumed power in 2000 the subsidies were “drastically” cut back (Trap-
pel,2004:11). However, following areview of the subsidysystem thathad been
instigated by the preceding Social Democrat-led coalition in 1998, in 2004 a
new Press Subsidies Actwas enacted which has actually added new measures
to the existing subsidies, which were retained, to include subsidies for the
training of journalists, the employment of foreign correspondents and the
promotion of newspaper reading in schools (Rundfunk & Telekom Reg-
ulierungs-GmbH, 2006).
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The Netherlands also hasademocratic corporatist political culture though it
hasaless Social Democratic aspect than Austriaand Scandinavia. Accordingly,
the subsidies have been less generous and more temporary in nature. Since
the 1960s, the Dutch governmenthasintervened to prevent “newspaperswith
aspecial character”from going outofbusiness. In 1974, this practice was insti-
tutionalised by the establishmentofaPressFund (Bedrifjfsfondsvoorde Pers)
to provide aid for newspapers and magazines in financial difficulties and to
support the establishment of new publications (van Lenthe and Boerefijn,
1993:102). Asin Austriaand Scandinavia, the direct subsidy system was intro-
duced to counter the loss of pluralism and diversity of the press that many
feared would be the consequence of the trend towards newspaper closures,
take-overs and mergers that was leading to increasing press concentration.
For a period, the system was operated directly by the Ministry of Culture but
in 1988itwasestablished onastatutorybasisasanindependentauthoritywith
the explicitaim “touphold and promote the diversity of the presswhere infor-
mation and opinions are concerned, this being in the public interest”.
According to the allocation criteria, newspapers and magazines have only
been provided with loans, creditfacilities or subsidies for the purpose of their
reorganization orrestructuring in order tomake them profitable againin the
near future. To qualify, the papers or magazines must contain a substantial
amount of news, analysis, commentary and information, contributing
thereby to the formation of political opinion (Bedrijfsfonds voor de Pers, at
http:/ /www.bedrijfsfondspers.nl/english.shtml, read on 19/05,/2006).

Belgium, a countrywith two principallanguage communities (Flemish-speak-
ing and Francophone, plus a small German-speaking minority) and a high
degree of pressconcentration in eachlanguage community, hasalso deployed
both indirectand —since 1973 — direct subsidies. Over time, the system has
become more selective and less generous. The Flemish government has
stopped granting direct subsidies, but newspapers in the Francophone com-
munitystillreceive directsubsidies, which—interestingly—are part-financed
byalevyon the advertising revenues of the broadcasters (De Bens, 2004: 26-7).

The Questioning of the Future of Press Subsidies
Asnoted, press subsidies were principally introduced in an attempt to reverse

the post-war decline in the number of newspapers and to safeguard press plu-
ralism. How successful have they been? It is very difficult to determine, there
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being both a paucity of comparative studies and obvious methodological diffi-
culties in answering such a question scientifically. In his study of Finland,
Picard (2003: 118) is sceptical about how successful the subsidies have been in
ameliorating newspaper mortality. A fairly recent comprehensive study on
media concentration in the European market by Sanchez-Tabernero and Car-
vajal (2002: 48-49) shows that even in countries with subsidies, markets remain
highly concentrated. In Austria, just one single company, Mediaprint, con-
trolled half of newspaper circulation in 2000, and the two largest companies
accounted for 63%. In the Netherlands, two companies controlled 60% of cir-
culation. In Norway, the two largest companies controlled half of newspaper
circulation. In Finland, 40% was controlled by two companies. In Sweden, the
situation was somewhat better with the two largest companies controlling only
justover one third of circulation with Bonnier, the largest company, account-
ing for one quarter of circulation. Nonetheless, the factremains that the subsi-
dies have almost certainly prevented the press concentration from being still
higher. De Bens and @stbye (1998: 14) make the “comparison between the
pressstructure in Denmark (no directsubsidies, relatively few papers) and that
in Finland, Norway and Sweden (directsubsidies, many newspapers) ”. @stbye
(2002) observes, “thatthe processof monopolisation [in Norway] hasbeen sub-
stantially curbed as the result of press subsidies” and furthermore “anumber of
newnewspapershave beenissuedatplaceswhich formerlyhadno papersatall”.
However, the policy has clearly been only partially successful. In Norway, over
the period between 1972-97, the number of so called “no 2 newspapers” (sec-
ond newspapers in the market) halved (Hgst, 1999; Skogerbg, 1997: 109).
Skogerbg (1997: 108) judges that “according to the main objective that was
identified in the early 1970s, namely that the press subsidies should maintain
competition on the local newspaper market, the subsidies have not been more
than partly successful”, noting that the “number of places where there [wa]sa
newspaper monopolyincreased from91in 1972 to 144in 1995”. Yet, Skogerbg
(1997:109) concludes that “analyses of the newspaper economy show equally
clearly that the subsidies have contributed to slowing down the process of
monopolization, as many of the remaining 'No 2' newspapers are keptalive by
the subsidies...” Moreover, “the total number of newspapers in Norway, daily
and non-daily, increased from 199in 1972 to 218 in 1995”.

Rather than undermine the need forsubsidies, though, thisrather ambiguous
state of affairs could be taken to underline the fundamental justification of
the subsidy system. Nonetheless, in recentyears, press subsidies have come in
for considerable questioning. Subsidies have always been attacked by politi-
cal conservatives for offending against the principle of a free and independ-
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ent press and by economic liberals for distorting the free market. It has also
been argued that by generally providing only continual operating aid, subsi-
dies have failed to address the underlying problems affecting newspapers.
According to Picard (2003: 107), “most subsidies in Europe have had little
effect on the financial situations of newspapers and do not provide amecha-
nism for real long-term viability of subsidised newspapers... If subsidies are
not used to restructure an operation, to expand markets or to acquire cost-
saving technology, they cannot solve the difficulties of failing newspapers”.
Moreover, Picard (2003: 118) notes too that the decline in readership of the
party political press has rendered obsolete this particular rationale for sub-
sidy (though he approves continued subsidisation of “opinion journals”,
namelynon-newspaper publications devoted to political and social opinion).

Some critics of subsidiesnow pointto their non-sustainabilityin the new Infor-
mation Society media environment and argue that subsidies sustain ineffi-
ciencies and inhibit the restructuring thatis required to meet the challenge
ofincreasedinter-mediacompetition. For example, Ots (2006: 8) notesofthe
Swedish case that while the “press support has maintained ownership diver-
sity in affected cities for some 30 years”, now “the general perception is that
the system no longer can keep up with the changing environment... [The]
increased competition from other mediaforboth consumersand advertisers
eatsinto [the newspapers'] budgets ata faster pace than the subsidies grow.”
Ots (2006: 10) adds that even the proponents of subsidies are critical about
the effect they have on the ability to address the underlying problems of the
press sector. Some argue that the proliferation of new media outlets and the
convergence of mediasectors thathave accompanied the arrival of digitalisa-
tionremove therationale formediaspecificregulationsand marketinterven-
tions, the assumption being thatchoice and diversityin the mediahasbecome
unprecedentedly abundant. The future of licence-fee funded public service
broadcasting, as well as press subsidies, has even come under considerable
critical scrutiny. Thus,in Sweden, the Liberalsaswell as the Conservatives (the
Moderate party) now argue that the newspaper market “should be allowed to
more freely evolve along with the technological development” and that the
best way to do this is “to gradually phase out the subsidies” while at the same
time “lifting the restrictions on cross-ownership” and “encouraging, rather
than preventing, collaborations between newspaper firms” (Ots, 2006: 13).

Skogerbg (1997:115) points toaparticular problem that the Information Age

presentspresssubsidies: “[ their] character...asatechnology-dependentreg-
ulation is an obstacle to [their] survival in the long run.” Skogerbg's basic
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argumentis thatthe 'digital convergence' of computer, telecommunications,
printand broadcasting technologies has opened up manynew ways of receiv-
ing essentially the same media product. Therefore, itmightbe argued thatto
subsidise one type of medium using one particular type of technology (print)
andnotothers “will over time create alegitimacy crisis because the issue even-
tually boils down to the question of supporting the printed word but not dig-
itized text, or in other words, subsidizing paper but not bytes.”

Finally, notleastbecause of aneo-liberal policy turn in many European coun-
tries, press subsidy systems have come under increasing budgetary pressure
asgovernments have become much keener than in the paston reducing pub-
lic expenditure.

Justification for Maintaining Subsidies

Since originally introduced, the systems of press subsidy have been reviewed
in mostcountries thathave operated them. In Norway, Skogerbg (1997:104)
hasnoted, “[s]ince 1969, several public commissions have been appointed to
review and revise the system, and there have been anumber of changes of the
criteria for allocating the subsidies... However, the system itself was never
really challenged.” In Sweden, arecentreport has recommended the main-
tenance of the subsidy system on the grounds of the public's information
needs, which are the same todayasbefore (see The Local —Sweden'snewsin
English at http://www.thelocal.se/article.php?ID=2926&date=20060124).
As already mentioned, in Austria, a recent review actually resulted in the
extension of the range of subsidies. Murschetz (1998: 304) notes that, while
governmentsin allfour countriesin his study— Austria, France, Norwayand
Sweden — have explored reforms and alternative “cash-neutral” policies for
securing a diverse press, they have continued to maintain their subsidy sys-
tems and been “wary of unleashing drastic cuts”. Thus, support apparently
continues for subsidies in most of the countries that have operated them.

There are anumber of reasonswhy press subsidies continue to be justified. In
most EU member states, newspaper circulation has been in steady and seem-
ingly ineluctable — if not dramatic — decline for a number of years. Partly
because of newmedia, partly because of the growth of the entertainmentand
leisureindustries, the young showfarlessinclination toread newspapers than
previous generations have done. Newspapers have become increasingly
dependenton advertising, yet this source of revenue has been threatened by
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the decline in newspaper readership and competition from other media.
Now, online services and new specialised content providers represent a seri-
ous competitive challenge to both readership and advertising (European
Commission, 2004: 7-9). In some countries, newspapers face the additional
competitive challenge presented by the online contentservices of licence-fee
funded (i.e., effectively subsidised) public broadcasters. If newspapers — par-
ticularly smaller and financially weaker ones — are to meet the competitive
challenge, they clearly have to invest in the new technologies and diversify
their business strategies. However, despite taking steps in this direction, the
evidence so far suggests that most newspapers are finding it difficult to make
their web services pay (European Commission, 2004: 7-9). Support for the
purpose of investmentand restructuring arguably hasalways had astrongjus-
tification, and thisis especially so in the Information Society with newspapers
facing this major challenge from rival online services.

Theneedforsupportfor the presstoadaptto challenge hasbeen highlighted
by a 1997 Report on the Impact of New Technologies upon the Press in Europe, pre-
sented to the European Parliament by Greek MEP Katerina Daskalaki of the
EP's Committee on Culture, Youth, Education and the Media. Thereportout-
lined the scale of the challenge presented to European newspapers by the new
technologies and expressed considerable concern about the consequences
of the new media for democratic information processes in the EU, pointing
to the flood of unprocessed information, the commercialisation of content
and the marginalisation of certain social groups in terms of information
access. The Committee emphasised the importantrole the press would have
in strengthening public debate, controlling political power and providing
critical analysis (Van Dusseldorp, 1998: 1) . In adopting the report, the EP has
plainly acknowledged the very special democratic importance of the press
and called upon the Commission to come up with a range of measures that
will helpitadjust to the Information Society (Daskalaki, 1999). Clearly, subsi-
dies can play a role with regard to at least some of the areas highlighted by
Daskalaki, such as the training and education of journalistsand investmentin
the new technologies. A good example is provided by the Netherlands Press
Fundwhichhasprovidedloans, creditsecuritiesand directsubsidiesfor news-
paper reorganisation or restructuring (Picard, 1999). In Belgium, the Flem-
ishauthoritieshave switched the emphasis of their subsidiesfrom directselec-
tive supportto “financialsupportforjournalist training and the development
of digital activities” (De Bens, 2004: 26).

Media concentration is another reason why press subsidies remain justified.
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As several recent reports (European Federation of Journalists, 2005; Ward,
2004: and Council of Europe, 2002), have documented, despite the expan-
sion of media outlets, which now include the computer and even the tele-
phone, media pluralism isunder increased pressure from the concentration
of media ownership and control, and in particular from the domination of
globalmediabyinternationally-operative, predominantly American, compa-
nies. Digital convergence has actually accelerated, not reduced, media con-
centration tendencies; the rise of global media companies, with cross media
operations, has stimulated a whole new degree of concern about media plu-
ralism (see for example Herman and McChesney, 1997; Council of Europe,
2004). In the new EU member states, the dominance of foreign media own-
ers — generally from western Europe — is also striking (European Federa-
tion of Journalists, 2004) . At the same time, although concern haslong been
expressed aboutmediaconcentration by European journalists' organisations
and by the European Parliament, powerful private media lobbies —notably
the European Publishers Council (EPC) and the European Newspaper Pub-
lishers' Association (EPPA) remain strongly opposed to any Europe-wide
measures to regulate media concentration. The EC's Draft Directive of 1996
on media pluralism remains buried in the Commission, stalled by opposi-
tional lobbying from Europe's powerful private media lobbies and certain
national governments. Meanwhile, national trends have been towards dereg-
ulation of ownership rules (see for example Humphreys, 2000). Therefore,
subsidies remain an important policy instrument for preventing any further
decline in press pluralism. In this connection, a recent Council of Europe
report (cited in European Commission, 2004: 65) concluded: “...[i]t is
almoststandard foraregionalnewspaper to have amonopolyinamarketand
itisarare occurrence, withoutsome form of subsidy scheme, thata truly com-
petitive regional market exists.”

Another powerful justification for press subsidies is cultural diversity. The
issue has recently achieved a particularly high salience because of the over-
whelming international approval — including by all EU member states —
given to the UNESCO Convention on the Protection and Promotion of the
Diversity of Cultural Expressions. Adopted in October 2005, this Convention
underlines the right of countries to formulate and implement cultural poli-
ciesand measuresin favour of the diversity of cultural expressions. In Decem-
ber 2005, the European Commission adopted a proposal for the EU to ratify
the Convention. Presssubsidies are clearly one possible cultural policyinstru-
ment thatis available to states— orindeed sub-state national and otheriden-
tities— that feel that the need for promotion and protection.
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As arecent report on media diversity in Europe by the Council of Europe
(2002: 8) argues: “T'he European tradition... is to acknowledge the value of
European cultural diversity, and rather than letting majority cultures 'win'
over minority cultures, the policy has been to protect and promote minority
cultures.” Press subsidies are particularlyvital for the sustainability of newspa-
pers in minority languages. Thus, a report for the European Commission's
Enterprise DG (European Commission, 2004: 71) cites Bojan Brezigar, the
President of the European Bureau for Lesser Used Languages: “There are
more than 40 daily newspapers in minority languages in Europe and as far as
I know only a few of them, less than five, could survive without any financial
aid”. In Norway, subsidies have flowed to publications for the Sami commu-
nity of indigenous people (found in the northern parts of Scandinavia and
Russia, with the largest density in Finnmark, Norway's northernmost
province). Also, subsidies have been allocated to the press office of Norway's
minoritylanguage movement, Nynorsk Pressekontor (Skogerbg, 1997:105).
According to Skogerbg (1997: 110 ), in Norway “cultural diversity has taken
over from political diversity as the prime justification for maintaining a high
number of newspapers.” In Spain, whose once generous central state subsidy
system for the press sector ended in 1988, itis significant that subsidies have
been maintained by the governments of some Autonomous Communities
with their own language, notably Catalonia and the Basque Country (De
Mateo, 2004: 232-3). In France, too, Occitan-language publications have
received financial support from the relevant regional public authorities, in
Languedoc-Roussillon and Midi-Pyrénees.

There is also a case for also subsidising publications of immigrant ethnic
minority communities, and other minority voices, such as poor or isolated
rural communities, which may not have the resources or economies of scale
to make a newspaper financially viable in the free market. Community news-
papersmightbe seen asadeserving case, notleastasa counterweightto local
newspapers owned by newspaper chains.

Sweden providesan exemplary case for maintaining—andwhere absent, intro-
ducing —a further kind of press subsidy. A governmental organisation called
the Talking Newspapers Council (Taltidningsnamden) distributesaround 126
million kroner (€ 13.5 million) a year between around 90 daily newspapers
which publicise a 'talking newspaper' scheme to improve access to newspapers
for the visually impaired, dyslectics and people who cannot hold or turn the
pages of newspapers” (see Swedish Press Subsidies Council report at
http:/ /www.presstodsnamnden.se/english.htm, downloaded 18,/05,/2006).
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Finally,itisworthnoting thatpresssubsidiesmightbe justified in order to sup-
port the kind of investigative journalism that small media companies have
always found so difficult to resource (see Council of Europe, 2002: 9). In this
connection, itisnoteworthy thatin the Netherlands a special fund has been
established to channelfundsto specificjournalistic projects, including grants
to individual journalists for “research journalism” that goes beyond the rou-
tine news cycle (Brants, 2004: 153). It can be also argued that subsidies can
play an important role in “promoting hard news” by supporting non-profit
press companies, by supporting the creation of information about public
affairs, or the training of journalists in news analysis, and in the supply of new
infrastructure (Breaux Symposium, 2004: 14).

Conclusion

To conclude, supportdesigned to maintain a pluralisticand culturally diverse
presssectorwillarguablybe moreimportantthan everin the Information Age.
Although the Internet has certainly the positive potential to improve the citi-
zenry's media access and usage, it also brings certain obvious dangers. Above
all, there is the danger that citizens may be overwhelmed by the superabun-
dance of unprocessed, poorly edited or downrightunreliable information on
theNet. Thereisalso the attendantdanger of the digitaldivide,whereby certain
social categories will be completely marginalized by the new technologies.
Therefore, as the aforementioned EP report has stressed, the press will con-
tinue to fulfil a key democratic role in the Information Society. If newspapers
are to be competitive with other media in the Information Society they need
to invest in restructuring and innovation, including in online activities. This
places a heavy burden on smaller, financially weaker, or already struggling
newspapers. These therefore deserve to receive continued public support.
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Press Subventions in Europe in 2006.
Categories, Funding Provided and Assignation Systems

Isabel Fernandez Alonso and José Joaquin Blasco Gil

Institute of Communication, Autonomous University of Barcelona

Inspired by the socio-political theory of the social responsibility of the media,
regulated public presssubventions became widespreadin Western Europe in
thelate 1960sand early 1970s, in the contextofthe severe economicrecession
of those years, although they had been in existence in France since the after-
math of World War II.

Thatrecessionled toasignificantincrease in the production and distribution
costsofnewspapersandadropin the demand foradvertising space. The prob-
lem was worsened by the need for technological reconversion requiring
major investmentata time of extremely high interest rates. Minority interest
publications also ran a clear risk of extinction or absorption, as they were the
first to feel the cutbacksin advertising expenditure. Faced with this situation,
governments justified their intervention on the grounds of ensuring media
pluralism (Mateo, 1990).

These press subventions — which are still in use in many western European
states — come in many different guises, yet in academic and political terms,
we mainly tend to talk of direct and indirect subventions.

In our view, the former are subventions directed at specific publications for
clearlydefined objectives (for example, subventions for technological recon-
version, for international distribution, for the creation of new titles, etc.);
whereas indirect subventions are those directed at the industry as a whole,
seeking therefore to promote the press in general (measures include VAT
reductions, preferential postaland telephone rates and subventions fornews
agencies, leading to lower service costs).

The sstarting pointfor thisstudy then is this twofold categorisation of presssub-
ventions, though there are of course other classifications of interest
(Murschetz, 1998), such as the distinction between selective and automatic
subventions, according to the role played by government in the allocation
process. Inselective subventions, the department thatdistributes the funding
hasacertainleewayfor evaluation of applicationsin terms of the competition
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rules; in automatic subventions, this departmentis limited to application of
highlydetailedlegal provisions, whichleave noroomfordiscretionaryaction.
Indirectsubventionstend to be automaticwhereasdirectsubventions maybe
either selective or automatic.

The main features of the models of press subvention currently employed in
Western Europel will be presented below, with special attention to the modal-
ityof subvention (above all, directsubventions) within each model, to the fund-
ing provided and to the allocation systems used. The aim of the paperis essen-
tially descriptive, seeking to provide a basis for further in-depth exploration.

References to each countrywill be accompanied by a table illustrating anum-
ber of economic indicators together with population and press readership
data, enabling cross-State comparisons.

Yet, before turning to the specific models, it should be pointed out that
there are countries that have not traditionally and still do not employ
direct press subventions (for example, the United Kingdom, Ireland,?
Germany and Switzerland);3 and one State, Spain, where such aids did
exist and were later abolished.4

The main argumentunderlying the decision of some countriesnot to provide
direct press subventionsis set out clearly in the report presented by the Royal
Commission on the Press to the British Parliamentin 1977, the result of three
years' work. Thereportclaimed that there isno evidence that the objectives of
press pluralism and diversity are best served by means of these subventions,
which are, rather, itstated, a threat to pressindependence with respect to gov-
ernment. Inaddition,in the Commission'sview, aids to periodical publications
could serve to alter the normal functioning of the market. For example, it
argued, subventions aimed to support the creation of new papers could have
adetrimental effectonalreadyexisting publications, while otheraids, over the
course of time, could lead to an excessive dependence on the part of the ben-
eficiariesand afailure to improve competitiveness. The report, which sets out
reservations regarding the transparency of allocation processes for selective
subventions, recommended maintenance of indirect subventions which are
equallybeneficialforall publications. (Royal Commission on the Press, 1977).

At present, the United Kingdom, along with Germany and Switzerland,

appliesareducedrate of VAT tonewspaper sales, 0% in the case of the United
Kingdom as opposed to the standard rate of 1 7.5%.5 for example, and news-
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1.There are three states —
Italy, Greece and the
Netherlands — which use
press subventions but
whose press policy bodies
have not provided us with
the necessary information,
despite insistent requests.
‘We cannot therefore yet
include these countries in
this study.

2.However, the United
Kingdom and Ireland do
provide certain subven-
tions for publications in
minority languages.

3.The issue has been the
object of discussion in
Switzerland, yet on 4 Octo-
ber 2004 the Council of
States rejected the pro-
posal presented by the
National Council regard-
ing introduction of direct
press subventions. The
reason mentioned was that
the Swiss press groups
themselves were reluctant
to accept the measure,
which they equated with
government interference.
(Bulletin Officiel, Conseil
Nacional, 17 March 2005:
http:/ /www.parlament.ch
/ab/frameset/f/n/4707/
122884/f n_4707_122884
_122885.htm, consulted:
June 2006).

4.With the exception of a
number of autonomous
communities which pro-
vide aids on linguistic
grounds, such as Catalo-
nia, the Basque Country,
Galicia, Navarre and
Asturias. In addition, the
Balearic Islands, by means
of an Order by the Minis-
ter of Institutional Rela-
tions on 12 December
2005, adopted a different
model of media aids for
the press, radio, television
and other audiovisual
media with the aim of pro-
moting the creation of new
media, the production and
publication of special edi-
tions and supplements,
special promotions and
improving circulation and
technological innovation,
independently of language
used.

5.2.4% (as opposed to the
usual 7.6%) in Switzer-
land, and 7% (compared
to 15%) in Germany.
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6.Law 31/1990, of 27
December, also on the
General State Budget,

eliminated the majority of
indirect subventions. At
present in Spain the only
indirect subventions are
the reduced postal rates
and a VAT rate of 4% on
over-the-counter sales.

7.The Gross Domestic
Product (GDP) or Purchas-
ing Power Parity (PPP) fig-
ure seeks to overcome the
problems of currencyrate
fluctuations that beset sim-
ple GDP statistics by calcu-
lating the figure according
to afictitious rate that
makes the price of the typi-
calshopping basket equiva-
lentin each country thus
allowing more realistic
comparisons of purchasing
power in different coun-
tries. The data, taken from
Various Authors (2005),
correspond to 2003.

8.The Human Develop-
ment Index (HDI) is calcu-
lated by the United
Nations Development Pro-
gramme to compensate
for the fact that the GDP
per capita figure, even
when calculated in terms
of PPP, can prove rather
unreliable as a means of
determining welfare. The
HDI s calculated as a pro-
portion of the unit (0-1).
The data, taken from Vari-
ous Authors (2005), corre-
spond to 2002.

9.0ne hundred copies of
general information news-
paperssold per thousand
inhabitants is the minimum
established by UNESCO to
classifya countryas devel-
oped, in terms of press
readership. The data are
from World Press Trends
2005 (World Association of
Newspapers and
ZenithOptimedia, 2005).
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papers also enjoy special postal rates (Service des Etudes Juridiques du Sénat
Francais, 2004).

Meanwhile, in Spain, in the 1970s and 1980s the UCD (Unién de Centro
Democratico) and PSOE (Partido Socialista Obrero Espanol) governments,
respectively, awarded direct press subventions to support distribution, reading
of nationally produced printed press and technological reconversion (Fernan-
dezAlonsoand Santana Cruz, 2000) . However, these aidswere abolished by Law
37/1988, on the General State Budget, which partially revoked Law 29,1984
(regulating the award of pressand pressagencysubventions), thereby, alsorevok-
ing partof the Royal Decree implementing the law (Royal Decree 2089,/84).

The European Community had alreadyadvised the Spanish governmentin 1988
that Spain's entryinto the Community would require the elimination of subven-
tions for nationally produced newsprint (and also the requirement of Spanish
nationality to be eligible for such subventions), since these measures were in
breach of community competition law (£ Pais, Barcelona edition, 14 September
1988, p. 21). In the event, the above-mentioned Law 37/1988 not only met the
community requirements, but went as far as abolishing all direct press subven-
tions. Among the arguments employed by the government to defend this meas-
ure were those presented in the Congress of Deputies by the then Minister of the
Presidency, Virgilio Zapatero,who provided data on the increased total declared
profits of the press sector (a 500% rise between 1984 and 1987), the rise in press
advertising expenditure (192.04% between 1982and 1987),and the climbing cir-
culation figures (arise of 15.18% between 1982 and 1986) (Boletin Oficial de las
Cortes Generales, serie D, No.257,2 December 1988, pp. 12847 and 12848).6

Austria
Austria Indicators

Total population (in millions) (2005) 8.19

GDP-PPP (in millions of dollars) / world ranking 31,406/11
HDI8/ world ranking 0.934/14
Newspaper Readership Index? 372.2

The currentsystem of press subventions in Austria is set outin a federal law on
press promotionwhich cameintoforce on 1 January2004. Thislaw transferred
power in the area of press subventions from the federal government to Kom-
mAustria, the Austrian broadcasting and telecommunications authority.
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KommAustria draws on the advice of a Press Promotion Committee which,
among other tasks, prepares and issues reports on the level of applicant com-
pliance to the subvention requirements and also makes recommendations
regarding the allocation system and the legislation governing the subven-
tions. This committee is made up of six members (and a chairperson),
appointed by the Chancellor of the Federal Republic (2),, the newspaperasso-
ciation (2) and by the journalists' trade union (2).

The modalities of subvention provided for by this legislation are:

1. Aids for distribution of daily and weekly newspapers (€ 4,525,050).10 The
daily papersreceive 54% of the total budgetand the weeklies, 46%. These aids
are awarded almost automatically (with sizeable deductions when the same
publisher is responsible for more than one paper or magazine) to papers
meeting the requirements established by article 2.1 of the afore-mentioned
20031law (i.e.,contentofgeneralinterest, employmentofacertain minimum
number of journalists, minimum readership figures, etc.).

2. Aids to promote the availability of a diverse range of newspapersin the fed-
eral states (€ 6,644,500). These subventions are also aimed at national and
interregional papers which include regional supplements and content con-
tributing to the formation of political opinion, provided that theyare notlead-
ers of their respective markets (art. 8).

3. Measures aimed at enhancing quality and ensuring the future of the indus-
try (€ 1,668,400) (articles9, 10and 11). These subventions are directed at:

a) non-profit associations of recognised prestige whose purpose is to train
journalistsin the Austrian media sector (39% of total budget);

b) press clubs (non-profitassociations whose main activity comprises organ-
isation or running of press conferences of a certain importance — they
receive 3% of the total budget);

c) miscellaneous (58% of total budget) :11

¢ publishers, to partially offset the expenses of training courses attended by
journalists;

¢ publishers, for employment of international correspondents;
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10.These figures corre-
spond to 2006 and were
provided by Brigitte
Zauner-Jelemensky (Kom-
mAustria) in May 2006
(personal communica-
tion).

11.Distribution of this
funding among potential
beneficiaries is the task of
the Press Promotion Com-
mittee, which makes the
relevant proposal to Kom-
mAustria.
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12.Alaw enacted on 19 July
1979, “aiming to maintain
the diversity of the daily
opinion press”, under
whose provisions political
party papers benefited
especially, until its disap-
pearance at the end of the
1990s; and a second law of
6 February 1987, “regard-
ing radio and television
broadcasting of advertis-
ing”, which provided for
transfer to the press of part
of the profits of the Fran-
cophone Radio and Televi-
sion of Belgium (RTBF)
and of RTL-TVi, in com-
pensation for the losses
suffered due to the intro-
duction of commercial
advertising on publicsta-
tions, 10 September 1989
(Fernandez Alonso, 2000).

13.In the case of the Ger-
man-speaking community,
adecree of 7 February
1994 reproduced the fed-
erallawmodel of 1979 (see
previous note) for this
small territory. This com-
munity's only paper,
Grenz Echo, receives €
173,525 per annum (Ser-
vice des Etudes Juridiques
du Sénat Francais, 2004).
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¢ publishers, to provide free newspapers to schools;

e associationswhose exclusive purposeisto promote reading of the press (and
which have a significant national profile);

¢ press sector studies (especiallyin the area of marketing).

In the area of indirectsubventions, Austriaapplies a VAT rate of 10% to news-
paper sales (as opposed to the standard 20% rate). However, the reduced
postal rates have been dramatically affected since privatisation of the postal

service (with arise of approximately 200%).

Belgium

Belgium Indicators

Total population (in millions) (2005) 10.42
GDP-PPP (in millions of dollars)/ world ranking 30,062/13
HDI/world ranking 0.942/6
Newspaper Readership Index 172.5

Since the constitutionalreform of 1970, there have been three official cultural
communities in Belgium — Francophone, Flemish and German-speaking —
all of which have gradually been assuming more powers in the sphere of the
media. A special institutional reform law passed on 8 August 1988 transferred
powerfordirect presssubventionsfrom the federal authority to these commu-
nities, although all three continued to apply federal law in thisareal2 until the
reformsof 1998 (Flemish) and 2004 (Francophone).13However, indirectsub-
ventions (0% VAT for newspapersand 6% VAT for other published media, and
preferential postand telephone rates) are still the preserve of the federal gov-
ernment (Service des Etudes]uridiques du Sénat Francais, 2004).

The main features of the direct press subvention models employed in each of
the two larger cultural communities in Belgium, the Flemish and Francoph-
one communities, are as follows.

In the case of the Flemish community, the modalities of press subventions
employed are defined by a protocol signed between the regional govern-
ment and the publishers. The first such protocol, signed in 1998 and run-
ning foraperiod of five years, established an annual public subvention of €
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900,000 to fund multimedia projects. The present protocol, signed in 2003,
increased the total to€ 1.4million and setas priority objectives the improve-
ment of the quality of press writing (€ 900,000) and promotion of reading
of the press (€ 500,000).14

Following the example of the Flemish community, the government of the
Francophone Communitysigned an agreementwith press publishersand tel-
evision channels on 16 January 2004. This agreement established a figure of
€ 6.2million peryear (to beincreasedin line with the consumer price index)
fordirectpresssubventions, rising by 1.5% annuallyuntil 2010. These aidsare
tobefunded,in principle, by the Community budgetand the television chan-
nels (RTBF, RTL and YI'V), which are to contribute (in a proportion which
will decrease over the years) a total of € 8,905,897 between 2004 and 2007,
accounted for byunpaidamountsaccruing from previousyears.15 After 2008,
presssubventionswill be funded exclusively by funding drawn from the Fran-
cophone Community budget (Service des Etudes Juridiques du Sénat
Francais, 2004).

The present conditions for award of the subventions are regulated by the
decree of 31 March of 2004 “relative to aid assigned to the daily Francophone
pressand to development of daily Francophone pressinitiatives for schools”,
which reserves the award of subventions to the Centre for Aids to the Written
Press, which is answerable to the Broadcasting and Multimedia General Ser-
vice which, in turn, is associated to the General Secretariat of the Ministry for
the French Community.

The subventions are for newspapers published in French, printed and pub-
lished “on paper with the help of arotary press, with atleast 200 paid editions
appearing per year, containing at least 16 pages of information, analysis and
commenton political, economic, social, sporting, scientific and cultural mat-
ters, at national, international, community or regional level” (art. 1.4). The
newspapers must also comply with the sectoral collective agreements, partic-
ularly the deontological code, which is annexed to these agreements (art. 7).

The direct subventions (€ 6,412,660 in 2006) 16 are directed at:
¢ the creation of new titles (maximum 5% of the total);

¢ the development of programmes to encourage reading of the press and
reader education programmes (maximum 5% of the total);
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14.Data obtained from
Ingrid Kools (Department
of Culture, Youth, Sport
and Media of the Govern-
ment of the Flemish Com-
munity of Belgium) in May
2006.

15.Seenote 12.

16.Figure provided by
Catherine Bouillet (Centre
of /for Aids for the Written
Press of the Ministry of the
Francophone Community
of Belgium) in May 2006
(personal communica-
tion).
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17.Figure provided by
Merete Renmos Nielsen
(Danish Ministry for
Finance) in August 2005
(personal communication).

18.Until 2005, this Institute
had received funding from
the press sector and the
State to provide financial
support to papers in diffi-
culties. In contrast, the new
Commission will only
receive funding from the
State, and had its budget
recently approved by the
Danish parliament.

62

e the employment of fulltime professional journalists (a minimum of 48% of
the total);

e adaptation of new technologies (maximum 2% of the total);

e titles or groups of titles with low advertising revenue (40%) (Chapter V of
the Decree of 31 March 2004).

In addition, the government of the Francophone Community of Belgium
assignsan annual specific funding package (€ 419,000, risingin line with the
consumer price index) for initiatives promoting press circulation in schools
(Chapter VI):

* £ 240,000 for papers for schools;

® £ 14,000 for papers for specialised schools;

¢ £ 100,000 for awareness-raising measures among secondary students;

* £ 40,000 to fund visits by journalists to primary schools;

® £ 25,000 to fund visits by journalists to secondary and specialised schools.

Denmark
Denmark Indicators

Total population (in millions) (2005) 5.43

GDP-PPP (in millions of dollars)/ world ranking 33,089/7
HDI/world ranking 0.932/17
Newspaper Readership Index 302.5

The Danish press subventions model was reformed in 2005, with the passing of
the Law on the Daily Press Board, a body established to maintain and improve
pluralism and diversity in the Danish newspaper and periodical market.

TheBoard,whichhadabudgetof€ 1.88 millioninitsfirstyear of existence,17

replaced the earlier system which had been managed by the Institute for the
Funding of the Daily Press.18
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The Daily Press Board comprises five members, without links to newspaper
interests, who are appointed for four-year periods. The Board chairperson is
directlyappointed by the Danish Prime Minister and mustbe ajuristofrecog-
nised prestige with no links to the state Administration. The other four mem-
bers are also appointed by the Prime Minister, butin this case, he or she must
attend the proposals made by anumber of other bodies. Two of the members
mustbe approved by the Trade and Industry Council and the Research Coun-
cilfor Culture and Communication, respectively, (both organisms being advi-
sory bodies to the Ministry of Innovation and Technology). The other two
members are proposed by the National Union of Journalists and the Associa-
tion of Danish Newspapers, respectively.

The Board may provide funding to newspapers in the following cases:
1. Creation of new titles.

2. Restructuring of newspapers encountering financial difficulties.

3. Supportfor publications going bankrupt.

In addition to thissystem, the Danish Ministry of Culture also launched a pro-
gramme of distribution subventions in June 2004, aimed at papers with cul-
tural, educational, sporting, religious or environment-linked content which
are published by non-profit bodies. The total funding allocated in 2005 was
28 million Danish crowns, approximately € 3.76 million.

Moreover, in June 2006 the Danish Parliament approved a new subsidy
scheme for the distribution of daily newspapers. Itis estimated that the over-
all subsidy willamount to a total 323 million Danish crowns every year, equiv-
alent to € 43.29 million. The law has been sent to the EU Commission for
approval in accordance with state aid regulations. Itis foreseen that the new
scheme will be in place by 1 January 2007.19

Indirect subventions are also significantin Denmark. This includes reduced
postal rates, although since 2006 only papers appearing at least five days per
week can avail of these.20 In addition, general information papers and mag-
azines—asopposed toweeklies or specialised magazines—are exemptfrom
VAT (the standard VAT rate in Denmark being 25%), which represents an
annual saving of € 135 million, shared between some 60 dailies and between
15 and 20 magazines.
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19.Lotte Kristoffersen,
Danish Ministry for Cul-
ture, in June 2006 (per-
sonal communication).

20.See “We'll do it our way,
newspaper says”, in The
Copenhagen Post, 24 Feb-
ruary 2006.
http://www.cphpost.dk/g
et/94081.html (consulted:
March 2006).
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21.Press subsidies have as
such been granted since
1971. Source: Aleksandra
Partanen, Media Policy
Unit of the Ministry of
Transport and
Communications, Finland,
in March 2006 (personal
communication).

In addition, the Finnish
system reserves € 800,000
(5.5% of the total budget
for press subsidies) for
subventions for periodi-
cals of cultural content,
awarded by the Ministry of
Education. The total
budget was more than
€14.5 million in 2004.
Source: “Statistics Fin-
land: Finnish Mass Media
2004” (2005), in Culture
and the Media 2004, vol. 2.
Helsinki.

22.This province, compris-
ing 6,500 islands, has a
higher degree of auton-
omy than the other five
Finnish provinces. For
example, the official lan-
guage there is Swedish.
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Finland

Finland Indicators

Total population (in millions) (2005) %2151

GDP-PPP (in millions of dollars)/ world ranking 29,305/16
HDI/world ranking 0.935/13
Newspaper Readership Index 522.1

With high circulation figures — in fact the third highest in the world after
Norway and Japan — Finland follows the same pattern as the other Nordic
countries, in which newspaperreading is deeplyrooted and in which papers
are mainly sold by subscription. Finland's Ministry of Transport and Com-
munications also sees public subventions asa means of ensuring press diver-
sityand, in particular, the survival of papersrepresenting different political
views. Over the last three years — 2004, 2005 and 2006 — Finland has con-
tributed € 13,614,000 per annum through the two main direct press subven-
tion mechanisms established by the governmental Decree on Press Subven-
tions, passed on 27 December 2001: selective subventionsand parliamentary
subventions.?!

Firstly, the selective aids are those addressed to reduction of transport, distri-
bution and other costs. Theyare directed atwhatare considered to be second
rank circulation periodicalswhich, according to theirannual accounts, make
little profit. In order to receive the subvention, the publisher must not have
been in a position to pay dividends the previous year.

Secondly, parliamentarysubventions,which had a total budgetof €7,760,000
in 2006, are paid directly to political parties having parliamentary represen-
tationandin proportion to thisrepresentation, with the aim of providing sup-
portto the party pressand electronic publications. The subventions assigned
to the province of Aland22 in support of information activities are also
considered to form part of the parliamentary subventions.

In order to avoid excessive dependence on the subventions and the artificial
maintenance of newspapers, the total subventionsreceived by any one paper
cannot exceed 70% of its operating costs. Further, both the political parties
and the companies receiving parliamentary or selective subventions must
account for the funding received in the following year.
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Finland hasrecentlyreformed its press subvention system, by means of a gov-
ernmental decree on the modification of the Decree on Press Subventions,
passed on 14 April 2005. This created the Press Subsidies Committee. The
commission membersare appointed for threeyearsand comprise achairper-
son, appointed by the government, and a maximum of 12 members, all of
whom have press or media experience or knowledge and who represent var-
ious social and linguistic groups. Once applications have been assessed, the
Committee makes a non-binding recommendation to the government
regarding assignment of the selective subventions. The Committee also col-
laborateswith the Ministry of Transportand Communicationsin drawing up
the subvention and awarding criteria.

In the area of indirect subventions, Finland has eliminated VAT payments for
daily newspapers (and only daily newspapers) sold by subscription. VAT on
direct daily newspapers sales is charged at the standard 22% rate (Turku
Schoolof Economicsand Business Administration and Rightscom Ltd, 2004).

France

France Indicators

Total population (in millions) (2005) 60.50

GDP-PPP (in millions of dollars) / world ranking 27,913/23
HDI/world ranking 0.932/16
Newspaper Readership Index 160.3

France has the oldestand probably most complex system of press subventions
in Western Europe.

According to the Directorate for Media Development, a dependent body of
the Ministry of Culture and Communication, the three main objectives of
France's press subvention policy in 2006 are: promotion of circulation,
defence of pluralism and modernisation and diversification of media compa-
nies to incorporate a multimedia dimension.?3 On the basis of these objec-
tives, the direct press subventions currently employed (the system having
been largely reformed in November 2004) are as follows:

1. Circulation subventions (€ 21,696,067 in 2005):

e reduced National Rail Service fares;24

The Press in Europe. Crisis and Subsidies

23.http:/ /www.ddm.gouv.
fr/rubrique.php3?id_rubr
ique=27 (consulted: May
2006)

24.We have followed the
classification used by the
Media Development
Directorate, although this
modality of subventions
complies more accurately
with the defining features
of indirect subventions.
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25.Verts butgétaires pour
2005:

http://alize.finances.gouv.
fr/budget/plf2005/somve
r05.htm (consulted: May
2006).
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¢ subvention for decentralised newspaper printing;
e subvention for modernisation;
¢ subvention for distribution and promotion of French press abroad;

* subvention for portage (delivery to subscribers' homes of daily general and
political information press by means other than post);

e subvention for regional and local weekly publications;

¢ subvention for distribution of daily general and political information press
atnational level.

2. Subventions to promote pluralism (€8,055,895 in 2005):

¢ aid fund for national daily general and political information press with low
income from sale of advertising space;

eaidfundforregional, departmental andlocalgeneraland politicalinforma-
tion press with low income from sale of advertising space.

3.Subventions for modernisation and diversification of media companies for
incorporation of amultimedia dimension (€47,700,000 in 2005):25

¢ aid fund for development of online services in newspapers;

¢ subvention for modernisation of daily general and political information
press and distribution of national daily general and political information
newspapers.

Of all these categories, the subventions which are most truly selective in
nature andwhich have the largest total budgetare those in the third category,
which are regulated by Decree no. 99-79, of 5 February. These are genuine
projectsubventions, the total funding of which rose considerablyin 2005. An
advisory committee, made up of six governmentrepresentativesand another
six on behalf of media companies, also plays a role in assignation of these
funds. Anotherimportantissue in managementofthese fundsis the control
committee — made up of one member of the Audit Office, another repre-
senting the Ministry of Culture and Communication and a third from the
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Ministry of Economics and Finance, whose role is to ensure that the funding
is used for the purpose for which it was assigned.

The French model also includes a wide variety of indirect subventions: pref-
erential postalrates,a VAT rate of 2.1 %, tax-relief, the waiving of professional
taxes for publishers, reduced Social Security rates and subventions to pro-
mote reading of the press.

Thislatter subvention (to promotereading of the press) isnowgoing through
whatcould be described asan experimental phase with presentation, in Octo-
ber 2004, of the report entitled Young people and the reading of daily general and
politicalinformation newspapers, written by the counsellor of State Bernard Spitz
for the Minister of Culture and Communication.

In the aftermath of the Spitz Report,anumber of projectswere approved in July
2005 addressed to promoting newspaper reading among young people.
Among them was a project entailing the sending of newspapers to the docu-
mentation and information centres of some 1,000 secondary schools and
another,aimed atpromoting developmentofonline interactive blog-type con-
tent, allowing students to express theirviews on currentissues, with the under-
taking that the best contributions would be printed in the paper editions. 26

Finally, the French government — like its Spanish counterpart with EFE —
has an annual service contract with Agence France-Presse, to a total value in
excess of €100 million in 200327 and which could be considered to be aform
ofindirect presssubvention, in thatitsupposesareduction of the cost of serv-
ices provided by this agency to the general media.

Luxembourg

Luxembourg Indicators

Total population (2005) 465,000
GDP-PPP (in millions of dollars) / world ranking 63,609/1
HDI/world ranking 0.933/15
Newspaper Readership Index 303.0

Newspaper subventions in the Grand Duchy of Luxembourg are automatic
in nature. In other words, they are awarded to all publications meeting the
requirementssetoutby the law of 3 August 1998 on promotion of the printed
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26.http:/ /www.ddm.gouv.
fr/article.php3?id_arti-
cle=970 (consulted: May
2006).

27.http:/ /www.ddm.gouv.
fr/article.php3?id_arti-
cle=213 (consulted: June
2006).
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28.Data provided by Pierre
Goerens, Government
Media and Communication
Service (Ministry of State
of the Grand Duchy of Lux-
embourg) in personal com-
munication (April 2006).

29.See Norwegian Media
Authority: "Regulations
concerning production
grants for daily newspa-
pers". http:/ /kringkast-
ing.medietilsynet.no/sw2
63.asp (consulted: May
2006).

30.Sami is one of the three
official languages of Nor-
way. There are anumber
of dialects spoken in the
north of Norway, Sweden,
Finland and Russia.
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press. These include appearing atleast once per week, having a fulltime staff
ofatleast5journalists,inclusion of generalinterest contentand thatadvertis-
ing accountforless than 50% of the total edition (art. 2).

The total funding provided by these subventionsis made up of afixed funda-
mental component, determined for each year by means of a regulation,
togetherwithanadditional sumwhich dependson the number of written con-
tent pages. In 2005, total funding amounted to € 6,631,058, shared between
11 publications.

Indirectsubventionsinclude a VAT rate of 3%, preferential postalratesand a
ceiling on radio and television advertising revenues, for example, RTL Télé
Létzebuerg was not permitted advertising revenue of more than € 6,282,000
in 2005.28

Norway

Norway Indicators

Total population (in millions) (2005) 4.62
GDP-PPP (in millions of dollars)/ world ranking 40,005/2
HDI/world ranking 0.956/1
Newspaper Readership Index 650.7

The Norwegian press subvention system, one of Europe's oldest, is presently
managed by the Ministry of Culture and Church Affairs, through the Media
Authority.

The total volume of direct press subventionsis high in Norway at almost € 35
million. Especially significant are the production grants with funding of €
30.62 million in 2006. 29 These are the successors to the subventions for con-
sumption of printed press (Skogerbg, 1997:106), and are awarded in propor-
tion to circulation, the applicant's market position and company stabilityand
accounts. These grants are especially beneficial for secondary rank circula-
tion periodicalsandlocal publications. Infact, the production grantsinclude
a special item aimed at compensating non-leading papers for the loss of
income arising from not publishing state advertising.

Another direct subvention is addressed to newspapers in Sami,3? which are
concentrated in the Finnmark region (whose population is recognised as a
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nation with its own identity within the Norwegian State). These subventions
totalled € 1.61 million in 2006. Support for Finnmark's publications is com-
pleted by distribution subventions totalling € 194,000.

The Norwegian State also awards subventions (totalling € 133,514 in 2006)

to publicationsin other minoritylanguagesand assigns € 1.49 million to pro-
motion of mediaresearch and training of journalistsand media technical staff
and managers.

Finally, as a result of the survival of the political press, Norway still pays subven-
tionsto theinformationactivitiesof the political parties (<€ 1.02millionin 2006).

According to the Norwegian Media Authority, in addition to these regulated
grants, there are also other small discretionary subventions (which the same
source estimates at some € 606,000). These are paid by various ministries to
publications whose subject matter is relevant to the briefin question).

In the sphere of indirect subventions, Norwegian dailies (and not weeklies)
are exempt from VAT payments at 24%, and the Norwegian Parliament has
recently approved a subvention of € 1.74 million to compensate papers for
therisein postal charges. The mechanismregulating distribution of thisfund-
ing hasnotyetbeen putin place.3!

Portugal

Portugal Indicators

Total population (in millions) (2005) 10.50
GDP-PPP (in millions of dollars) / world ranking 19,038/42
HDI/world ranking 0.897/26
Newspaper Readership Index 68.6

Thelegal framework of the Portuguese press subvention system was modified
in 2005, with a view to “favouring prevalence of a business model as opposed
to the protectionist model which characterised much of the Portuguese
national and regional media sector”. The specific objectives of the new legis-
lation were “to convert proximity media into a genuine agent of local and
regional development; to promote multimedia in the media; to foster the
reading of proximity press as an authentic vehicle for culture; to develop
strategic accords between media bodies without prejudice to companyinde-
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31.Bjorn Tore Dsteraas,
Press Section, Norwegian
Media Authority, February
2005-May 2006 (personal
communications).
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32.These aids underwent
changes due to Decree-Law
43/2006. The reform arose
due to the excessive rise in
the budgetrequired for
transport of products sold
or provided free with peri-
odicals. A drastic reduction
in these subventions is fore-
seen, possibly from
€2,464,278,64in 2005 to
€720,000in 2006.

33.All these data have been
obtained from the Social
Communication Institute
website

(http:/ /www.ics.pt) and
from personal communica-
tion with Rui Mouta.
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pendence, and to incentivate practical training and employment of media
professionals” (preamble to the Decree-Law 7/2005, of 6 January).

In this the Portuguese governmentis especially concerned to promote local
andregionalmedia: press (printed and online) andradio. Thisisreflected by
the fact that these are the only media (now and before the afore-mentioned
reform) to receive the public media subventions awarded each year.

Atpresent, there are four categories of direct media subventions in Portugal
in general:

¢ for entrepreneurial initiative and multimedia development;
¢ for human resources qualification and development;

¢ for mediaresearch and publication of studies;

¢ other specific subventions.

Of'these categories, the last two are addressed to funding congresses, confer-
ences, studies and publications and cannot therefore be considered as press
subventions as such. Of the other two, of most interest for our present pur-
posesisthe first—subventionsfor entrepreneurial initiative and multimedia
development. Total funding for these subventions for the press in 2005
amounted to € 336,366,89.

For accurate interpretation of this figure, it must be borne in mind that the
total budget for direct media subventions in Portugal in 2005 totalled €
563,678,56 (€ 186,906,67 for entrepreneurial initiative and radio multime-
dia development).

Portugalalso hasindirect presssubventions: some of which are widespread in
Europe (reduced postal chargesand VAT) ,whereas othersare specific to Por-
tugal (subventionsaiming to ensure the same pricesfor books, magazinesand
papers in continental Portugal and the autonomous island regions of the
Azoresand Madeira) .32

All these subventions are awarded by the Social Communication Institute, a

publicinstitute whichisindependent of governmentbutwhose directors are
nominated by the minister with responsibility for media policy.33
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Sweden

Sweden Indicators

Total population (in millions) (2005) 9.04

GDP-PPP (in millions of dollars) / world ranking 28,205/21
HDI/world ranking 0.946/2
Newspaper Readership Index 489.4

Sweden is one of the countries with the longest tradition in this area and its
press subventions are regulated by the Statute of Annual Subventions to the
Press of 31 May 1990, which has been amended twice since its enactment (in
1996 and 1999). The body with responsibility for awarding the subventionsis
the Press Subsidies Council, which reports to the Ministry of Culture.
The Council's total funding in 2003 totalled 509 million Swedish crowns,
some €57 million.34

The main direct subventions are the following:

® operating subventions: with total funding of around € 45 million, they are
directed at what are known as secondary dailies, i.e., papers with a lower cir-
culation which attract less advertising. Electronic publications, publications
in Finnish or publications aimed at other minority language groups in Swe-
den, are also eligible for these grants.

e distribution subventions: with total funds of 9.2 million, these subventionsare
awarded to publicationswhose distribution is outsourced to an external com-
pany, for atleast two papers). Again the priorityis for secondary papers, since
the price forjointdistribution dependson theimportance of the publication,
and the awards tend to go to papers with lower circulation figures.

® development subventions: with total funds of around € 2.8 million, these aids
cover the costs of modernisation of computer and technical equipment.

In theareaofindirectsubventions, Sweden appliesa VAT rate of 6% to the sale
of newspapers (as opposed to the standard 25%). In addition, the 1970s saw
introduction of a tax on printed advertising. This measure aimed to con-
tribute to the funding of direct press subventions and benefited newspaper
publisherswith anumber of advantages, for example, theywere onlyliable to
payment of the tax when advertising revenues exceeded 60,000 crowns, as
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34.Sara Gunnarsson,
Swedish Press Subsidies
Council, February 2005
(personal communica-
tion).
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35.InSweden, the Talking
Newspapers Council also
grants government subsi-
dies to daily papers witha
spoken version addressed
to the visually impaired.

36.The main feature of
this model, prevalent in
northern and central Euro-
pean countries, is the coex-
istence of three main fac-
tors: a high circulation
commercial media, which
coexists with media with
links to political and civil
groups; a highly politicised
media, which does not pre-
vent them from achieving a
high level of professionali-
sation, and a strongly
rooted tradition of free
press, despite the high
level of state intervention
(Hallin and Mancini,
2004).

37.We can also classify as
press subsidies to non-
leading publications —
newspapers with relatively
low advertising revenues
or newspapers experienc-
ing economic difficulties
— those granted for lin-
guistic reasons to periodi-
cals published in minority
or minoritised languages,
which, generally, are not
leading publications in the
market. We have detected
press subsidies based on
linguistic criteria in the fol-
lowing Autonomous Com-
munities in Spain: Galicia,
Asturias, the Basque Coun-
try, Navarre and Catalo-
nia. They also exist for
Swedish language publica-
tions in the Finnish
province of Aland, and for
those in the Sami language
in the Norwegian region of
Finnmark. Similarly, the
United Kingdom and Ire-
land also provide lan-
guage-based subventions.
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opposed to the usual threshold level of 20,000 (Service des Etudes Juridiques
du Sénat Francais, 2004) .35

Conclusions
From the above, it can be concluded thatfour main modalities of direct press
subventions are employed in Western Europe:

1. Aids addressed to non-leading publications, papers with relatively low advertising
revenues or papers experiencing economic difficulties.

These subventions (usually, selective in nature) are, undoubtedly, the most
widespread, although they tend to be afforded most priority in countries
where the mediafunction within whatisreferred to as the democratic corpo-
ratist model.36 They exist in Austria (aids to promote the availability of a
diverse range of newspapers); in the Francophone community of Belgium
(aidsfor new titles and groups of titles with low advertising revenue); in Den-
mark (aids for restructuring newspapers experiencing financial difficulties
and supportfor publications atrisk of bankruptcy);in Finland (selective sub-
ventions); in France (aids for national political and general information
dailies with low advertising revenue; and aids for regional, departmental and
local political and general information newspapers with low advertising rev-
enue);in Norway (production grants), and in Sweden (operating and distri-
bution grants) .37

2. Subventions to improve the quality of press writing.

These subventions (also selective in nature) are clearly to the fore in Bel-
gium. For example, in the Flemish-speaking community,improving the qual-
ity of press writing is the priority objective underlying the protocol signed by
the governmentand publishers'associationsfor distribution of press subven-
tion funds from 2003 on, and in the Francophone region almost 50% of
direct subventions are for the purpose of employment of fulltime profes-
sional journalists.

These subventions also exist in Austria (measures aimed at enhancing qual-
ity and ensuring the future of the industry); in Norway (for training of jour-
nalists, media technicians and managers), and in Portugal (for human
resources qualification and development).
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3. Circulation subventions.

Usually ofan automatic nature, these subventionsare especiallysignificantin
France (subventions for decentralised printing of newspapers, for moderni-
sation, for distribution and promotion of the French press abroad, for news-
paper delivery, for weekly, regional and local publications and for distribu-
tion of national daily politicaland general information press) . Theyalso exist
in Austria (aids for the distribution of daily and weekly papers) and the sub-
ventionsawarded by the Grand Duchy of Luxembourg could also be included
in this category (a fixed proportion and an additional amount subject to the
number of written pages published).

4- Subventions for technological reconversion.

Very widespread in previous decades, these subventions (also selective in
nature) constitute a priority area in France (funds for modernisation and
diversification of media companies to incorporate amultimedia dimension)
and Portugal (subventions for entrepreneurial initiative and multimedia
development). They are also awarded, though on a lesser level, in Sweden
(developmentsubventions) andin the Francophone Community of Belgium
(subventions for adaptation to new technologies).

Inaddition to these major modalities, there are also directsubventions for the
creation of new titles (in the Francophone Community of Belgium and in
Denmark); for the publications of non-profit bodies (Denmark), and for
political party press (in Norway and, especially, in Finland).

In the sphere of indirect subventions, the most widespread measures are
reduced VAT and preferential postal rates, although the privatisation of
postalservicesinseveralstates (i.e., Austriaand the Netherlands) hasreduced
the impact of the latter.

Especially noteworthy is the variety of indirect subventions in existence in
France where, together with the modalities outlined above, a range of tax
relief measures are applied to newspaper publishers, who are also exempt
from the professional tax, and enjoy specific terms for Social Security pay-
ments. France has also seen application of subventions aimed at fostering
readership of the press, a category which, although some countries include
itamong the direct subventions, the authors feel would be more accurately
classified as an indirect subvention.
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73



74

Initiatives to foster newspaper reading also exist in Austria and the Flemish
and Francophone Communities of Belgium.

Turning to the actual amounts allocated by the various governments to news-
paper subventions, itcan be seen that the statesinvesting mostin thisareaare
those within the above-mentioned democratic corporatistmodel (all charac-
terised by high pressreadershipindicesand high standards ofliving, as can be
seen from the GDP-PPP and HDI indices) and France. For example, Austria
spends € 12.8 million on press subventions; Finland, € 14.5; Norway, € 35;
Sweden, € 57, and France some € 78 million (although France's press mar-
ketismuch larger than that of the others).

Regarding the systems employed for assignation of subventions, three main
modalities emerge:

1. The most widespread system is that a governmental department, normally linked to
the general area of Culture, is responsible for management and control of the entire sub-
vention assignation process. Thisis the case of Belgium (Departmentof Culture,
Youth and Media of the Flemish Community, and the Centre for Aids to the
Written Press of the Ministry of the Francophone Community) , Finland (Min-
istry of Transport and Communications and the Ministry of Education),
France (Directorate for Media Development of the Department of Culture
and Communication), Luxembourg (Mediaand Communications Services
ofthe Ministry of State), Norway (Media Authority of the Ministry of Culture
and Church Affairs) and Sweden (Press Subsidies Council of the Ministry of
Culture).

However, it should be pointed out thatin anumber of countries the govern-
mentalso may draw on the advice of a committee, which means thatalterna-
tive voices may at least be heard in the process, even though their views may
notbe binding. France, for example, hasaguiding committee made up of six
government and six press representatives, which only plays a role in assigna-
tion of subventionsformodernisation and diversification of the presstoincor-
porate amultimedia dimension, and a Press Subvention Committee has just
been established in Finland, comprising a maximum of 12 representatives of
differentsocialand political groups, which will make proposalsregarding the
selective subventions to the Ministry of Transport and Communications.
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2. At the opposite extreme of the system described above, we find Austria, where it is the
independent Broadcasting and Telecommunications Authority (KommAustria) that
allocates press subventions.

3. A third system s where subvention system managementisin the hands of a body enjoy-
ing a certain degree of independence from government, i.e., itisnotstructurally part
of the Ministry although its members are normally government-designated.
Examples are Denmark's Daily Press Board and Portugal's Social Communi-
cation Institute. In the case of Denmark, two of the Committee members are
nominated by the National Union of Journalists and by the Association of
Danish Journalists, respectively.

Finally,itmustbe stated that the situation regarding modalities, total funding
and assignation systems for the 2005-2006 period must be seen in the context
of the ongoing reform of the system of press subventions in Western Europe.
The relevant legislation has been amended in Austria, the Francophone
Community of Belgium, Denmark, Finland, France and Portugal over the last
two years, and that of Sweden is to be amended shortly too.

Nor must we forget the case of Catalonia. Indeed, this study would not have
been carried out if not in the context of the reform of press subventions
undertaken by the new Catalan government elected in November 2003.

In any case, itis our hope that this symposium will serve to clarify the purpose
underlying this reform process and to evaluate its first results. We also hope
thatthe outline mapwe have provided, togetherwith the contributions of oth-
ers with in-depth knowledge of the individual countries and the underlying
socioculturalfactors, will serve asabasis enabling us to outline possible future
developmentsin the area of press subventions.

The Press in Europe. Crisis and Subsidies
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Press Subsidies in Norwayl

Bjgrn Tore Dsteraas

Norwegian Media Authority (Medietilsynet)

Thank you very much for inviting me to give this presentation on the press
subsidy system in Norway. It'sagreat honour to be invited to do so. And also
I'd like to thank the hosts for taking the initiative with this symposium. I
believe it's the first of its kind in Europe, atleastin recenthistory. It'sagood
opportunity to learn more, of course, but also to establish a dialogue
between the people who are dealing with press subsidies in various Euro-
pean countries.

Norwayis one of those countries that experienced adecline in the number of
newspaper titlesin the 1950s. Thisled to alotof concern, primarilyregarding
thedemocraticeffectand the cultural effect,and subsequentlyand ultimately
led to the establishment of the press subsidy system, a few years later. But
beforeIgointo the details of the press subsidy system, Iwill tellyouabitabout
Norway and the press structure in Norway.

This is the country. There are 4.6 million people living in Norway; most of
them live down here, but there arevibrantlocal communitiesscattered all over
the country. In fact, there are 431 of them; almost half of them have their own
newspaper. There are 1.9 million households, and the dailyreach of the news-
papersis 74%, meaning that 1.5 million households will receive a newspaper
onadailybasis. The Norwegiansare greatnewspaper consumers: theyare the
second greatestnewspaper buyersin the world, second to Japan, and the aver-
age Norwegian reads newspapers for 39 minutes each day.

The pressstructureisthe following: there are 220 paid-fortitles. There are also
quite a few free titles, but I don't have the exact number; I believe there are
something like 20 or 30 free titles each day, these days. Of the 220 paid-for
titles, 190 are local or community papers. Thisnumber hasbeen stable for the
last few years, but each year some new newspapers are established and some
newspapers go out of business. I believe that last year three new newspapers
were established in Norway. The new newspapers tend to be local.

The circulation of Norwegian newspapershasbeeninastate of decline,aswas
mentioned earlier, and in 2005 the total circulation was 2.5 million copies on
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a daily basis. Of those newspapers, 75% were delivered to people's homes,
either by mail or by the papers' own distribution companies, and 25% were
single copies that people picked up in the stores or the gas station, and so on.

One third of the newspapers are dailies, published five times or more aweek;
one third are weeklies, all local newspapers; and one third are published two
to four times a week. In approximately 20 cities and local communities there
are two or more newspapers.

The total revenues of the press in Norway in 2005 were € 1.7 billion and the
total profits were € 185 million. So, as you can see, the press seems to be a
rather healthy partofthe Norwegian economy, and I believe itis, but 2005 was
avery good year for the Norwegian press. If you go a few years back in time,
the situation was quite different from whatyou can see here.

There are 9,000 journalists employed in the Norwegian papers — that
includes part-time journalists—and three mediahouses control 60% of the
circulation; they control 73 titles, and 17 of the largest titles. However, quite
anumber of the newspapers are still independently owned: approximately
two-thirds of the newspapers thatreceive directsubsidiesareindependently
owned.

NowI'llgointo the press policies. The bottom line on Norwegian press policy
is that a diversified press is a democratic and cultural asset, and the way to
achieve that goal, or to sustain a diversified press, is to secure the economic
foundation for the continued publication of a large variety of newspapers
catering toallgroupsinsociety, and also to secure national, regional and local
alternatives to the leading daily newspapers.

Thesubsidieshave, eversince theywere established, been directed specifically
towards newspapers which are in a difficult market position, and a difficult
market position can mean two things — I'will get back to that alittle later on.

Another principle of press policy is that a press subsidy should not infringe
upon theindependence and the freedom of the press. It doesn't make any dif-
ference what you print in your newspaper; you will receive the subsidy if you
qualify according to the criteria, no matter whatyou print. A current example
isanewspaper thatprinted aratherinfamous cartoon of Muhammad lastyear;
it has applied for a so-called production subsidy this year, and there is no way
thatyou can exclude thatnewspaperfrom the production scheme, and believe
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me, we've turned every stone, because this was a very controversial thing that
happened. It's fair to say that the press subsidy scheme as it is today is widely
accepted throughoutsociety, within the pressitself, in public opinion —and I
believe that thisis so because there are alarge number of titles available to the
population—and among the political parties. Thereis onlyone political party
represented in parliament thatis against the press subsidies, it is sort of wishy-
washy these days —it used to be in favour of itwhen it was in government last
year,butnowithasn'treallymadeupitsmind,Iguess—and therestofthe polit-
ical parties are in favour of the press subsidy schemes.

As in most other European countries, the press subsidies are divided in two.
Firstwe have the indirect subsidies: in Norway they are in the form of exemp-
tion from VAT on sale, and this is something that all the newspapers can get.
The total value of thiswas € 160 million in 2005.

Secondwealsohave directsubsidies.I'm going to concentrate on these. There
are 157 newspapers that will share € 36 million in 2006. This subsidy equals
less than 2% of the total revenue of the press, which means that the subsidy
does not constitute a very large part of the total economy of the press, but of
courseitamounts toalarge partof the economy of the individual newspapers
thatreceive the subsidy. The budgetfor the subsidyisgrantedyearly by the par-
liament. The rates that are used to calculate the grant that each newspaper
receives are set by the Ministry of Culture and Church, and the regulations
thatall newspapers have to adhere to are also set by the Ministry. The Norwe-
gian Media Authorityadministers the subsidies, and aswasmentioned earlier
by Professor Humphreys, cooperation between press organisations and gov-
ernmentagencies constitutes an important part of developing press policies
and presssubsidy schemes. Thisissortof the way thatyoudo political business
in Norway; it's not something special about press policies.

By far, the largest and mostimportant of the press subsidy schemes in Nor-
way is called the production subsidy. It's aimed at what you could call general
or regular newspapers, and I will first give you the general criteria that you
have to fulfil to qualify to receive a grant. First you have to have a general
news profile. Thismeans thatyour scope has tobe general. It'snotsufficient
towrite, forinstance, only about financial news, or news about the fisheries,
or news about the lives of Norwegian movie stars; you have to have a general
news profile to qualify. But your public can be small. You can cater to avery
narrow segment of the market.
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The editor has to adhere to the editors' code, set by the editors' and publish-
ers' association. You can't pay dividends to your owners, and the profits of the
newspaper can't exceed € 220,000 each year. If you violate any of these crite-
ria,youare immediatelyineligible for the subsidy; the moneystream s cut off.

There are no subsidies for establishing new newspapers. You have to fulfil the
criteriafor one year before you can geta grant. There aren'tany subsidies for
free printed paperseither, and there aren'tany subsidies for papers published
on the Internet, even though newspapers printed on paper can receive asub-
sidy and have a presence on the Internet.

The production subsidy scheme was established in 1969 bya centre-conserva-
tive government. That's a bit unusual, because they were of course more pro-
liberal than other governments, but at that time the newspapers that were in
trouble were the conservative newspapers, sol guess that's proof that pragma-
tism is quite alive and well in politics. The way that the production subsidy
schemeisregulated hasbeen amended several times, butcurrently the budget
for the subsidy is € 32.5 million. In 2006, 139 newspapers qualify and the
grants are allocated between the newspapers according to objective criteria:
circulation, frequency, place of publishing.

There are, so to speak, two chapters in the production subsidy. One is for the
non-competitive newspapers, or the No. 2 newspapers; they receive 77% of
the subsidy (€ 25million). The otherisforlocalnewspapers,and theyreceive
23% of the subsidy, thatis, € 7.5 million.

Nowwe'll goalittle bitmore into the non-competitive papers. These newspa-
pers have in common that they are the second paper at the publishing loca-
tion —or the third paper, for that matter, or the fourth, even. Theyareallina
very precarious economic situation;it'sfair to say thatif they don'treceive the
production subsidy they will close down within days or months. They have a
combined pre-grant deficit of € 26 million; the subsidy amounts to € 25 mil-
lion. So these newspapersfulfil the aim of securing national, regional andlocal
alternatives to the major papers.

To qualify, they furthermore have to have a circulation of between 2,000 and
80,000 copies, and they must be published three times or more each week.

There are some special treatments with this chapter of the production sub-
sidy,and Iwillmention one. One was mentioned earlier, but the one thatIam
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going to mention is that five newspapers are deemed particularly valuable
national alternatives. The other 14 are local and regional alternatives —
mostly local — but five are national alternatives, and they have in common
thattheyhave quite asmall circulation, buttheyhave readersall over the coun-
try. This means that they have a very expensive distribution, and they're not
very attractive to advertisers, so theyare in need of special subsidies, and con-
sequently€ 766,000 are earmarked for those newspapers, on top of what they
will getin line with the other 14 non-competitive titles.

Thenwe have thelocalnewspapers. There are 120localnewspapers thatreceive
aproduction subsidy. There are approximately 80 local newspapers thatdon't
receive a production subsidy, and thatis because they are too large; they have a
circulation of more than 6,000. The ones thatreceive aproduction subsidy have
in common that they are published in the smaller local communities, and they
haveacombined pre-grantprofitof€ 645,000. Thatleads, of course, to the ques-
tionwhetherit'sworthwhile to spend another seven and a half million euros to
subsidise these newspapers that already run with a profit; but then, of course,
one has to take into consideration that 2005 was a very good year, and further-
more that there is alarge variety of different newspapersin question here. Asa
general rulewe cansay that the smaller the circulation—and thathas todowith
the size of the community that they cater to — the weaker the economy of the
newspaper. However, it'safact that these newspapers are quite well-off today, or
this year, and that the subsidy will make them even better-off. So they'll have a
chance to build up some capital to meet some future challenges.

Now I will say a few words about the other press subsidy schemes that there
are in Norway. First there is the subsidy scheme for Sami newspapers. Sami is an
indigenous language; there are approximately 30,000 Sami people in Nor-
way, and maybe half of them speak Sami, and the other halfdon't: I'm a Sami,
and I don't speak Sami. The press subsidy scheme was established in 1987.
There are five newspapers or publications that share € 1.7 million in 2006.
Only three of them are regular newspapers—the other two are more like spe-
cial cases — and those three papers, one printed in Norwegian and two
printed in Sami, receive 98% of the combined subsidy.

There is also a small scheme for supporting minority language newspapers.
These are publications in the languages of immigrant groups. The scheme
wasestablishedin 1980,and in 2005 there were seven publications thatshared
€ 152,000. The languages represented in 2005 were Urdu (that's a Pakistani
language), Serbo-Croatian and Chinese.
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And finally we have some other schemes as well. One is a scheme that has
recently been passed in parliament, I think it was on Friday: compensation for
increasing mail postage. The Norwegian newspapers have experienced a dra-
matic hike in the tariffs from the Norwegian mail company during the last
three years, and a compensation scheme has been putin place, or is in the
process of being putin place, to compensate at least some of those newspa-
pers. The budgetis,Ibelieve, € 1.8 million—atleast that'swhatwas proposed.
There isn't much to say about how the money will be distributed among the
newspapers yet, because it's too early in the process. But that'll become clear
in the autumn.

Then there's something called certain publications. These are newspapers and
publications thatdon'treally qualify for a press subsidy, but they getitanyway,
and to putita bit informally, it's more like the pet papers of the members of
parliament that geta bitof money here. They share € 1 million.

Then there is a scheme for support for distributionfor newspapersin the county
of Finnmark. Finnmark is the northernmost county in Norway, and they
have the mostscattered population. The nine newspapers published there
share € 205,000.

And lastly there is also a budget for media research: € 1.6 million. It's shared
betweensecondaryeducation forjournalism and gathering of statisticsabout
media consumption, etc.

Finally I will relate some of the challenges that the Norwegian press are fac-
ing, according to the press organisations. One is the Internet, as was men-
tioned earlier. The special challenge in Norwayis the challenge that the local
newspapers have; howwill theygetapresence on the Internetso thattheycan
tap into the advertising money? Nobody has the answer to thatyet, butso far
atleast, thisis something that the pressitself has to deal with. There aren't, as
far asI know, any political proposalsin the pipeline to introduce subsidies for
facilitating establishment of Internet papers in Norway.

Then there is the question of decreasing circulation. This is actually some-
thing thatis mostly experienced by the major national newspapers. The local
newspapers have had an increasing circulation for the last 14 years, and it's
mostly the largest national newspapers, especially the tabloids, that have a
decreasing circulation. What theysayis that theyare losing the young readers;
the young readerswant to read newspapers— or news—on the Internet, not
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on paper. So their challenge is to get the young readers to read news on paper.
I don'tknow how theywill do it, but that's their challenge, anyway.

Then there is the challenge that comes from the free newspapers. Each year
severalnew free newspapersare established, and the challenge to the paid-for
newspapers is of course that the free newspapers tap into the advertisement
budgets of the other newspapers. For the media houses the answer is to estab-
lish free newspapers themselves, but the independently owned newspapers
don'thave the resources to do that, mostly, so they have a choice between con-
tinuing to be paid-for newspapers and being free themselves, but then they
would lose the production subsidy. So that's the situation.

And then finally, the local newspapers experience aspecial challenge when it
comes to centralised or de-centralised purchase of advertisements. This
comesfrom the proliferation of chain storesin Norway. There are fewer local
advertisers now than there used to be, and how the local newspapers will get
apartof the advertising from the big chain stores isa major question.
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Press Subsidies in Austria

Brigitte Zauner-Jelemensky

Austrian Communications Authority (KommAustria)

Historical Background

The firstActon Press Subsidyin Austriacame intoforce in 1975. Itwas meant
as a means of financial compensation for the new value added tax system,
whichimposed additional costs on newspapers, which had to face economic
and financial problems causing an ongoing decline in the number of daily
newspapers at the end of the 60s and the beginning of the 70s.

With the amendmentof the 1978 bill, the Press Clubs and non-profitorgan-
isationswhich promote training of young journalistswere welcome to apply
for subsidies.

While according to the above-mentioned idea of compensation, the total
fundswere distributed among all publishersdepending on their paymentsfor
value added tax and cost of distribution and telephone in equal proportion.
In the first half of 1980 a constitutional commission reported the need for
splitting the bill into a general section — of subsidization, representing the
regulations of the previous bill —and a new section -selective subsidies, the
so-called special subsidy for themaintenance of variety. Dailynewspapersin an eco-
nomically weaker position — as regards number of distributed/sold copies
andvolume ofadvertising space (bypages),whichmetanumber ofadditional
conditions provided for in the 1985 Amendment, could applyforit.

The above mentioned press subsidy bill was under review, when the Prime
minister commissioned a study on press subsidiesin 1998. One of the short-
comings of the old subsidy system was that newspapers which were develop-
ing successfullywith growing advertising space could lose all their subsidies
from one year to the next, thus creating a barrier to growth. Therefore, in
1999 the Acton Press Subsidywasamended in thisregard to allow foramore
gradual approach for growing newspapers.
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Current System of Direct Subsidy

After several years of discussion the new Act on Press Subsidy was decided
upon by the National Parliamentin December 2003 and came into effectin
January 2004.

1. The role of the Austrian Communications Authority and the Press Sub-
sidy Commission

Since then, the Austrian Communications Authority (KommAustria) has
been responsible for the federal press subsidies. Previously, the power of
decision on the granting of press subsidieslaywith the Federal government.
Similar to the Federal government until 2003, the Austrian Communica-
tions Authority must consult an advisory commission before every decision
upon an application for press subsidy. It takes all decisions on the basis of
the Press Subsidy Commission's evaluation reporton each applicant's fulfil-
ment of the grant requirements. The commission must be consulted also
before the publication of guidelines on press subsidies every year.

It consists of seven persons: two members are appointed by the Prime Min-
ister, two members are appointed by the Austrian Newspaper Association
and another two members are appointed by the trade union for journalists
working in daily and weekly papers. These six persons elect a chairperson.

Thereportofthe expertsisnotbinding, nevertheless the Austrian Commu-
nications Authorityand formerly the Federal governmentfollowed the advi-
sory opinion of the commission in nearly all cases.

2. Different possibilities of direct subsidy

In addition to distribution subsidies for daily and weekly newspapers
(according to Section II) and special subsidies for the preservation of diver-
sityin regional daily newspapers (according to Section I1I), the Press Subsi-
dies Act of 2004 also provides for anumber of measures to promote quality
and to contribute to securing the future of the press (Section1V).

Under the heading "Promotion of Journalist Education”, publishers of daily

and weekly newspapers can now receive subsidies for the costs of training
new journalists.
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Another new developmentis the subsidy for employing foreign correspon-
dents.

For the purpose of promoting the reading of daily and weekly newspapers
especiallyatschools, associations having defined the promotion of reading
as their sole objective can also receive subsidies. Publishers providing
schoolswith daily and weekly newspapers free of charge can be reimbursed

forup to 10% of the regular selling price.

The promotion of research projects in the newspaper field is also funded.
Press Clubs can also receive subsidies.

3. Premises for daily and weekly papers

The criteria for daily and weekly papers are the following:

e Political, economic and cultural information.

® Predominantly consisting of articles by the paper's own editorial staff.

* Notmere advertising vehicles, press organs of interest groups (not mean-
ing political parties) or free papers.

® Not only local interest and circulation and importance in at least one
province of Austria.

e Eligible papers must have been in regular production for halfayearatthe
time of application.

¢ The selling price must not differ widely from that of comparable newspa-
pers— and must be a fair market price, thus excluding newspapers practis-
ing price dumping.

Additional premises for daily papers are:

* Minimum of 240 issues per year.

¢ Proven minimum ofatleast 6,000 sold copies per issue in one province or
10,000 in Austria as awhole.
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¢ Atleast six full-time journalists.

Additional premises for weekly papers:

® Minimum of 41 issues per year.

® Proven minimum of 5,000 sold copies perissue.
¢ Atleast two full-time journalists.

Newspapers of non-German-speaking national minorities (autochthonous
ethnic groups) do not have to meet these additional conditions: Croatian
minority, Slovenian minority, Hungarian minority, Czech minority, Slovak
minority. No dailies are issued in a minority language but several weeklies
do existin Croatian and Slovenian.

4. General subsidy for daily and weekly newspapers (according to Sec-
tion II)

All daily papers which meet the conditions of section 1 receive the same
amount of money with one exception: the subsidy is cut in cases in which
more than one daily of a publisher or publishing house is eligible. The sub-
sidy for weekly papers is calculated according to the number of copies sold
by subscription up to 15,000 and the number of issues per year.

5. Special subsidy for daily newspapers for the maintenance of the variety
of daily papers (according to Section III) —selective subsidy

This kind of subsidy is granted to daily papers notin aleading market posi-
tion —either in terms of readers or advertising.

The number of copies sold throughout the entire country mustnot exceed
100,000 per issue. The annual volume of pages dedicated to advertising
must not exceed 50 percent.

Excluded from the special subsidy are newspapers which, in terms of sales,

are national market-leaders or market leader in one of the provinces or in
second position after the national market-leader in one of the provinces.
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The amount of subsidy for each newspaper is calculated as follows:
¢ Each eligible newspaper receives € 500,000.

® The restof the money provided foris calculated according to the number
of copies sold in the main area of distribution (province) and the number
ofiissues per year.

6. Measures to promote quality and to contribute to securing the future of
the press (SectionIV)

In addition to distribution subsidies for daily and weekly newspapers and
special subsidies for the preservation of diversity in regional daily newspa-
pers, the Press Subsidy Act of 2004 also provides for anumber of additional
measures. Two of them have existed since the end of the 1970s: the subsidy
for non-profitassociationsfor journalistic training and for press clubswhich
organise press conferences. Amongst them you find The Presseclub Con-
cordia, founded back in 1859, the oldest press club in the world.

® Journalistic training and employment. Since 2004 — in addition to the
above-mentioned training associations — publishers of eligible daily and
weekly newspapers may receive a reimbursement for the costs of the
employmentand training of young full-time journalists (up to 1/3; max-
imum: € 20,000 per year). A similar reimbursement is possible for the
costsof the employment of foreign correspondents (up to 1/2 of the cost,
maximum: € 40,000).

® Promotion of reading. For the purpose of promoting the reading of dailyand
weekly papers especially atschools, associations having defined the promo-
tion of reading as theirsole objective can receive subsidies up to 50% of their
costs. Publishers providing schools with daily and weekly newspapers free
of charge may be reimbursed for up to 10% of the regular selling price.

® Promotion of research projects. For research projects contributing to the devel-
opment of the press, a subsidy up to 50% of the total cost may be granted.
Studies on self regulation, copyright and electronic archives, media-mar-
kets in Middle and Eastern Europe, changes in journalistic working
conditions and some other areas have been granted subsidies since 2004.
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Annual budget according to the Federal Financial Act 2006
(in Euro)

Distribution subsidies 4,525.050
according to section II of the Act on Press Subsidy 2004

for daily newspapers: 54 % 2,443.527
for weekly newspapers: 46 % 2,081.523

Special subsidy for the preservation of diversity
in regional daily newspapers according to section ITI
of the Act on Press Subsidy 2004 6,644.500

Measures to promote quality and secure the future
according to section IV of the Act on Press Subsidy 2004 1,668.400

Total funds 12,837.950

Subsidy for Periodicals

Periodicals published at least four times per year can be granted a subsidy
by the Austrian Communications Authority according to Section II of the
Acton Political Education. Everyyear, approximately 130 periodicals apply
for this subsidy. The total funds provided for in the Federal Financial Act
2006 are € 361,000.
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Further information

Since 2004 the Austrian Communications Authorityis obliged to publish all
results of the subsidy. Therefore more detailed information (on the num-
ber of applications, the names of the applicants, the amount of money they
are granted or the reason forrejection) can be found on the Internetunder
the following address:

http://www.rtr.at/web.nsf/deutsch/Foerderungen_Pressefoerderung_Foe
rderungsergebnisse.

The Communications Report 2005 provides detailed information on the
Austrian Media Landscape. It has also been published on the Internet:
http://www.rtr.at/web.nsf/englisch /Portfolio_Berichte_nach+Kategorie_B
erichte_KBericht2005?OpenDocument.
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Aid to the Written Press in the French Community of Belgium

Jean Louis Blanchart

Director, Centre for Aid to the Printed Press, Ministry for the Francophone Community of Belgium

Aid to the Written Press between 1989 and 2004

Belgium is a federal State whose somewhat complex structure consists of a
federal body and several federated bodies termed communities and
regions, with exclusive powers. We may sum this up roughly by saying that
theregions have competence in the area of the economy, while the commu-
nities have competence in the areas of culture and education.

Up until 1988, only the Federal Authority had competence for aid to the
press. The constitutional reform of 1988, however, transferred this compe-
tence to the communities on 1 January 1989.

The communities thus inherited a system of federal aid organised around
two laws:

e Law of 19 July 1979 to maintain diversity in the daily opinion press, which
followed the 1974 law under the same name on the organisation of “direct
aid to the opinion press”. The intention of the legislator was to counterbal-
ance indirect aid (preferential rates for postal charges, telegrams, tele-
phone costs, reduced pricesand free choice of routes forrail transport, pref-
erential treatment regarding VAT, and aid from the Ministry of Economic
Affairs), which was especially beneficial to the large press companies.
Through the organisation of special supportfor newspapers with small cir-
culation lists, direct aid was pursuing the cultural objectives of maintaining
pluralism of opinions. The law laid down criteria for the approval of press
bodiesfor the purposes ofreceiving aid and stipulated that the related funds
should be shared selectively among daily press bodies in line with the pro-
cedures laid down in the decrees. The Royal Decree of 20 July 1979 that
brought the law into force stipulated that direct aid is attributed as a prior-
ity to the newspapersin the form of selective aid, and the remainder as com-
pensation. The royal decree set out the conditions for access to selective aid
on the basis of dailysalesand limited advertising revenue. Itsetoutamethod
of calculation to determine and distribute the total amount of selected aid.
The compensatory aid was distributed on the basis of criteria that limit the
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share attributed to the different newspapers on the basis of the importance
of any economic ties between them.

* Law of 6 February 1987 concerning radio and television distribution net-
works and commercial advertising onradio and television, which stipulated,
inarticle 17§1, thatthe King determine by decree deliberated in the Coun-
cil of Ministers the procedures for attributing a part of the gross revenue
from commercial advertising to the written press asfixed compensation for
the loss of revenue due to the introduction of commercial advertising to
radio and television. The intention of the legislator was to provide for an
economic compensation mechanism for the impact that the introduction
of advertising onto radio and television would have on the advertising rev-
enue of the written press. However, this law has not been implemented by
the Federal Authority; the French community implemented it within its
jurisdiction as far back as November 1989, upon the introduction of com-
mercial advertising on television programmes broadcast by the public serv-
ice, RTBF.

Without going into details, we may note that the mechanism consisted
essentially ofinjecting a partof the advertising revenue collected by RTBF
and the private body RTL-TVi (an injection of 1 % of advertising revenue).
These sumswere paidintoaspecial fund organised by the French commu-
nity, which redistributed them to the press bodies in line with a formula
related to the number of newspapers printed, their distribution and their
readership. Unlike the Law of 19 July 1979, which favoured aid to newspa-
pers with low circulation figures and low income from advertising, this
mechanism favoured the bigger newspapers, as it was considered that
these would suffer most from the introduction of commercial advertising
to television.

These two systems, whose ultimate objectiveswere fundamentally different,
coexisted until 2004, when the legislator of the French community decided
to merge and rationalise aid mechanismsinto one single decree. Itwas also
decided to progressively abandon the system of supplying resources for aid
to the written press from part of the advertising revenue of television bod-
ies, so that aid might be totally financed by the budget of the French com-
munity from 2008 onwards. Conventions were therefore signed with the
contributing television bodiesfora progressive reduction in their contribu-
tions up until 2008.
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Decree of 31 March 2004 Concerning Aid Attributed to the French-language
Daily Written Press and the Development of Initiatives by the Daily Press in
Education

Thisdecree createsa Centre for Aid to the Written Pressin the form ofasep-
arately managed administrative department. This centre receives funding
from the French community and from the payments made by television in
accordance with the conventions mentioned earlier. The total resources of
the centre may not be lower than € 6.2 million (price indexed from 2004
onwards).

According to thisdecree, the distribution of the sumsallocated for aid to the
media is on the basis of amounts attributed to different categories of aid:

e A first category of aid makes it possible to support the creation of daily
newspapers or groups of newspapers during their first three years of exis-
tence. The request thatis to be introduced should be written, justified, and
should contain a financial plan that, while bearing in mind the elementary
principles of prudence, evaluates the anticipated income and expenditure
of the company from the momentitis formed. Thisis to serve as proof that
company capital and the incoming revenue that could reasonably be
expected are sufficient to cover all the company's expenses during a period
ofatleast three years from the momentitisformed. The budget for this aid
may not exceed 5% of the centre's budget.

® A'second category aims to encourage the commitment of employed pro-
fessional journalists, the development of citizenship training programmes
forreaders, and the adaptation of the written press to modern communica-
tion technologies. The criterion of the absolute relative number of
employed professional journalists is extremely important in the method
used to calculate aid, and this contributes to the editorial quality of the news-
papers. The budgetfor training programmes maynotexceed 5% of the cen-
tre's budget; the budget for encouraging the commitment of professional
journalists may not be less than 48% of the centre's budget, excluding aid
for educational initiatives; and the budget for modernisation may not
exceed 2% of the centre's budget.

¢ A third category aims to ensure the greatest possible diversity within the

daily press, basing aid on the economic results of each newspaper in line
with a calculation method that benefits the newspapers or groups of news-
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papers that are least profitable. The amount allocated to this category is
equal to 40% of the centre's budget.

¢ A fourth category aims to develop initiatives to distribute daily newspa-
persin educationalinstitutions, in particular through the operation Open
My Daily Paper in infant and primary education and through the cam-
paigns in secondary schools to generate press awareness among pupils.
This category also stipulates that the French community should attribute
aspecific budget to the centre on an annual basis in order to support the
participation of an association of professional journalists, the association
representing editors of the daily press, and the resource centres for edu-
cation in the media that are recognised by the French community. The
amountallocated to this categoryhasbeen specificallysetat € 354,000 for
the first stage and € 65,000 indexed for the second. We should also note
that the allocation of this aid is under the direct control of the ministers
in charge of education.

In order to handle the subject thoroughly, it is also necessary to mention
that the aid not allocated to the creation of newspapers or groups of news-
papers, the development of programmes to train the reader in citizenship,
and the adaptation of the written press to modern communication technol-
ogy, is allocated to encourage the commitment of employed professional
journalists, confirming the importance of this criterion.

The granting of aid is conditional on fulfilment of certain eligibility crite-
ria. In thisregard, the legislator has considered that the quality and the edi-
torial independence of journalists is a fundamental factor in a democratic
and diverse press. This is why the decree makes the granting of aid condi-
tional on the effective application by the daily press companies of the Code
of Principles of Journalism, compliance by press companies with the col-
lective sector agreements in force and, finally, compliance with copyright
legislation. The newspaper company should also recognise any internal
journalists' society that acts as a representative voice and consultit, in par-
ticular on issues that may, by their very nature, bring about fundamental
changes to the editorial line, on issues concerning editorial organisation
and on the appointment of the editor-in-chief.

The decree also states specifically that the centre may only grant aid upon

written, justified request, after consultation with the association represent-
ing the editors of daily newspapers, Les Journaux Francophones Belges
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(JFB), and the First Instance Approvals Committee created through article
2 of the Law of 30 December 1963 on the recognition and protection of the
occupation of professional journalist. This consultation concerns the obli-
gation of press companies requesting aid to respect the conditions laid
down by the decree currently proposed in order to be allocated aid.

The financing of initiatives to circulate daily newspapers in educational
institutions by the centre is subject to prior approval by the Educational
Media Advisory Committee. This committee is organised by the Govern-
mentof the French community and ismade up of personsrepresenting the
media and the world of education. Its mission is, in particular, to express
opinions to the Government on all questions regarding media education
and to stimulate educational experiments likely to promote and evaluate
media education, in particular through resource centres, actions and
research.

Conclusions

Itis still too early to draw any significant lessons on the functioning of the
new system of aid to the press in the French community. In addition, while
thissystemismore rational than the aid mechanisms thatexisted previously,
itremains quite complicated to apply.

So, during the whole 1989-2006 period we have seen asignificantreduction
in the number of daily newspaper titles in the French community, as well as
agreater emphasis on the good conduct of the press companies. From this
pointofview, itshould be stated thataid to the presshasnotbeenvery effec-
tive in combating these marked trends which, it must be said, are also man-
ifest in many other states. At the very most, we may say that aid to the press
may have slowed these trends.

Another element that should be taken into consideration is the impact of
newtechnologieson press circulation and the overall economyofthe indus-
try. The systems for aid should perhaps take these developments more into
consideration. In anycase, itmaybe stated that the provisional budgetofthe
French community for the adaptation of the written press to modern com-
munication technologies hasnotbeen used, through lack of requests.
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Press Subsidies in Sweden

Asa-Britt Karlsson, Director

Press Subsidies Council of Sweden (Presstodsndmnden,)

I'should like to begin by thanking you for the invitation to this conference
and the opportunity to take partand talk about the Swedish press subsidies.

My name is Asa-Britt Karlsson and I am the head (director) of the Swedish
agency distributing government subsidies to the daily press.

I'am going to describe the Swedish press subsidies, how they originated, the
rules thatapplyand whatis going to happenin the future when the Swedish
presssubsidiesare renewed and modernised. Iwould like to begin by telling
you a little about the Swedish daily press market. Swedes are among the
nations in the world that read most newspapers. Sweden is in fourth place
as regards the average consumption of daily newspapers per person. On
weekdays, 87% of the adult population in Sweden read a daily paper. Most
of them say that theyread alocal morning paper.

In Sweden we have had press subsidies to daily papersin their present form
for 30years. The subsidieswere introduced to safeguard diversity in the daily
newspaper market.

The Press Subsidies Councilisagovernmentagencywith aboard appointed
by the Swedish government. This board consists of 10 members, 7 of whom
are nominated by the political parties in the Swedish parliament, the Riks-
dag. Itis to be chaired by asenior legal official, and our chairpersonis aJus-
tice of the Supreme Court. Itisnot possible to appeal against the decisions
of the Press Subsidies Council. The Press Subsidies Council also has asecre-
tariat which I head and I have also been appointed by the government.
Other staff members are appointed in the usual way. The secretariat of the
Press Subsidies Council is also the secretariat of the Talking Newspapers
Council,which hasaboard of 8members, who are also appointed by the gov-
ernment. The Talking Newspapers Council distributes government subsi-
dies to daily papers publishing a spoken version intended for the visually
impaired, persons with aphasia and those who, for various reasons, are
unable to hold or turn the pages of a newspaper. A talking newspaper can
be recorded by a radio newspaper journalist or consist of synthetic speech
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which the visually impaired can read either through a special receiver or a
mobile phone provided by the Talking Newspapers Council. This subsidy
amounts to approximately 126 million Swedish kroner per year (€ 14 mil-
lion). This Swedish system is rather unique.

The governmentpresssubsidiesamountto around 500 million Swedish kro-
ner per year (€ 56 million). There are two forms of subsidy, an operational
subsidyand a distribution subsidy. The operational subsidy amounts to around
420 million Swedish kroner peryear (€ 47million).In 2005, 74 outofatotal
ofabout 168 daily papersin Swedenreceived operational support. Itis prob-
ably true to say that very few of these daily papers would exist if there were
no press subsidies. The size of the operational subsidy varies depending on
how often the newspaperis published. The paper mustbe published atleast
once aweek to be entitled to operational support. In 2005, there were 50
daily papers thatwere published 1-2 times per week and 24 which were pub-
lished 3-7 days per week. For a paper published 1-2 days per week, the sup-
portis 2,035,000 Swedish kroner peryear (€ 226,000) and for apaperwhich
ispublished 3-7 times perweek, the maximum subsidyis 15,328,000 Swedish
kroner per year (€ 1,703,000). For newspapers in the metropolitan areas,
the maximum amountperyearis 65,408,000 Swedish kroner peryear (€
7,267,500). At present, there are two newspapers in metropolitan areas
thatreceive this subsidy, one in Stockholm and one in Malmo.

In Sweden, the greatmajority of people subscribe to their daily paper, which
is then delivered to their letter box every morning. A large distribution
organisation is required for this. This is taken care of by five large compa-
nies which are jointly owned by the newspaper companies in the various
locations. One of the companies is owned by Posten AB, the state-owned
company that distributes mail in Sweden. The distribution subsidy is paid
when daily newspapers collaborate, and distribute newspapers together to
subscribersin the morning. The subsidyisintended to avoid parallel morn-
ing distribution by several companies and also to ensure that small newspa-
pers in various locations can reach their subscribers. The distribution sub-
sidyis paid to all daily papers, which are largely paid for. Newspaper compa-
nies apply to the Press Subsidies Council for the distribution subsidy and
undertake not to distribute their paper in any other way than together with
the other newspapers in the location. In 2005, the subsidy amounted to 74
million Swedish kroner (€ 8 million), distributed to 141 daily papers with
900 million copies.
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I'am now going to move on to describe the rules thatapply for anewspaper
to receive an operational subsidy. The operational subsidy is paid to daily
papers that comply with the demands made in the Press Subsidies Ordi-
nance. The newspaperis tobe published atleastonce aweek and have asub-
scriber stock of at least 2,000 copies. The newspapers shall mainly be sub-
scription papers. This means thatfree newspapers cannotreceive the oper-
ational subsidy. They must have the character of a daily paper. The meaning
of thisisnotso easy to explain butIwill attempt to do so. Having the charac-
ter of a daily paper meansincluding general news content or general-polit-
ical opinion building. Papers mustnotlimit themselves to special areas such
as sport or religion. They must be published in their own name, and more
than half of the material must be their own editorial material. Newspapers
that are published 1-2 times a week receive an operational subsidy of
2,035,000 Swedish kroner (€ 226,000). For the papers published 3-7 times
per week, the subsidy is calculated as a formula based on the number of
copies and how many days per week the newspaper is published.

What does the future of the Swedish government press subsidies look like?
During 2005, a government commission reviewed the rules for press subsi-
dies. Their mandate was to make proposals as to how press subsidies could
be modernised and further stimulate diversity in the daily press market.
They submitted their report to the government in January 2006. The rec-
ommendationswere considered in the spring and the governmenthas sub-
mitted proposals to the Riksdag for changesin the operational subsidy. The
government is going to consider the other parts of the Commission's rec-
ommendations in the autumn. The proposals that the government has
made to the Riksdag mean that the newspapers that are published once or
twice a week will be stimulated to publish more frequently and to increase
the number of subscribers by providing increased supportfor this. The low-
est threshold is being reduced from 2,000 to 1,500 subscribers to stimulate
new newspapers to start up to increase diversity. Itis also proposed that the
subsidy to all subsidised newspapers be adjusted upwards by 10% except to
the two newspapers in the metropolitan areas. The government estimates
that thiswill cost 50 to 60 million Swedish kroner (€ 5.5 million to € 6.6 mil-
lion). Other areas on which the Press Subsidies Commission made propos-
als are subsidies for minority media and subsidies for web newspapers. As
regards minority media, the Commission has made a number of proposals
intended to make it easier for minority media to obtain an operational sub-
sidy. One proposal is that the proportion of material written in other lan-
guagesis to be increased aswell as the ability of the paper to be published in
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other countries besides Sweden. Itis possible to obtain a government sub-
sidy for web papers under the existing rules. However, there have been no
applications and so no case has been considered by the Press Subsidies
Council. The main difficultyis the requirement that papers have 2,000 sub-
scribers. If the limitisreduced to 1,500 copies, thiswill naturally make it eas-
ier for web newspapers to obtain the operational subsidy. The Commission
proposes that the subsidy should be reduced by 45% compared with a paper
newspaper. The reason for thisis thatitis considerably cheaper to produce
aweb newspaper than a paper newspaper where the cost of paper is natu-
rally a large part. The Riksdag made a decision on the future operational
subsidyon 13 June. The Riksdag largely adopted the government's propos-
als. The proposalmustbe considered by the EU Commission before itcomes
into effect since it entails such large changes in public subsidy to industry.
Thiswill mean that the timetable will be rather tightif the rules are to come
into effecton 1 January 2007.

The Press Subsidies Council has also been given a number of other tasks
by the government, such as monitoring and reporting on the finances of
the Swedish daily press. We review, compile and analyse the annual
accounts of the daily papers. This work is in progress although it can
alreadybe noted that 2005 wasa good year for the Swedish daily press mar-
ket. This trend has continued from 2003 and 2004. There isnothing yetin
2006 to indicate that the trend will not continue, although there is still a
long period to the end of the year. The newspapers' circulations are
decreasing, although this decrease hasslowed down. Itisabove all compe-
tition from free papers thathashad an impact. In only afewyears, the free
papers have increased their circulation sharply in Sweden and almost
every large city now has a free paper.
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Press Subsidies in Spain

Alfonso Morales

Advisor to the Bureaw of the Spanish Government Secretary of State for Communication

Years ago the Spanish government decided not to subsidise the written
media. This is not the case with other media, especially the audiovisual
media, which — because of their public service role — have had occa-
sional access to state aid in the form of subsidies or authorised debt.

We should distinguish between two very different eraswith regard to state
aid to the press:

® The first began during Spain's transition from the Franco dictatorship
to a democracy. Under the Unioén de Centro Democratico government,
which came to power in 1977, economic aid was awarded discretionally
from a special fund. Around 4,000 million pesetas were given out (€ 25
million).

® The second stage began around 1983. The above aid was challenged
by new legislation (Law 29/84 on Aid to Press Companies and News
Agencies).

This state aid was needed because of a series of factors that are included
in the list of motives of the aforementioned Law 29/84. In essence it
described an economic crisis which had begun in the 1970s, accompa-
nied by low newspaper sales and readership rates, high production and
distribution costs, press publishers' need to take on a programme of ren-
ovation of technical equipment, over-large workforces combined with
inadequate business direction, and to round it all off, a backlog of debt
to the State (unpaid social security contributions, tax debts, etc.)

If,in 1982, the newspapers' debts to the State had been called in, itis prob-
able that more than one would have gone to the wall, given their parlous
financial situation. So the raison d'étrefor state aid to the press was to save
the entire sector.

Law 29/84 proposed two kinds of aid, directand indirect. Direct aid was
awarded according to each paper's circulation, use of nationally pro-
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duced press paper, or in compensation for investment in technological
renovation. The total amount of aid given out in the period 1984-1989
was around 25,000 million pesetas (€ 150 million)

In general, these aids were given in direct proportion to each company's
debts to the State. It would appear that only two newspapers, Egin and
ElAlcdzar, did notreceive thisaid, because theyrefused to pay tax foride-
ological reasons.

Indirectaid took the form of tax deductions, reduced VAT, or concessions
of softloans by the national bank.

In whichever form this aid was given, it was reported annually to parlia-
ment in a paper which contained a balance sheet featuring all the aid
awarded, and describing to whom it was given and why. This was a clear
attemptto bringacertain degree of transparency to the aid system, which
broughtitgood advertising.

Asfrom 1986, the panoramabegan to change: the EECbegan to urge the
Spanish government to stop subsidising the consumption of press paper
produced in Spain. At this time a review was made of the development of
the sector.

This showed that the principal indicators had improved substantially
over the period of state aid, facilitating to a large degree the necessary
restructuring of the sector and achieving the objectives of economic and
management reorganisation by use of a system that was clearly more
objective than the previous one. As a result, both the social and the eco-
nomic contexts that gave rise to the aid system being set up were seen to
have experienced a substantial change.

To be specific, the number of copies of newspapers distributed nation-
ally had moved from just over 2.6 million in 1982 to almost 3.8 million
in the year when state aid was abolished. It is even more interesting to
examine the development of advertising investment in the sector over
a longer period of time. This changed from almost € 300 million in
1982, to practically € 1,150 million in 1994. Consumption of press
paper had also increased markedly, from 233,000 tonnes in 1982 to
410,000 tonnesin 1990.
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From the state's pointofview, 19911 marked the complete disappearance
of the aid that the written media had until then been receiving, except
foraspecial low rate of VAT and reduced postal tariffs, which continued.
In any case, this abolition had been coming since 1986, when Spain
became amember of whatwas then called the European Economic Com-
munity, or EEC.

From then on, Brussels repeatedly ordered the Spanish government to
begin to phase outits incentives to consumption of nationally produced
press paper, as theywere in directbreach of EECrules of free market com-
petition.2 In light of this, the Socialist government, given the favourable
developmentofthe presssectorin the 1980s, decided to abolish firstly all
directaid to the sector (Law 37/1988) and finally,in 1991, all indirectaid.

The current situation is that the national budget does not consider any
aid at all to either newspaper companies or press agencies. The current
policyisatleastin accordance with the organisation of the State as envis-
aged by the Spanish Constitution (1978), with aid to printed media only
being awarded by the governments of Spain's autonomous regions.
These organisations have the power to do this because it allows them to
promote the knowledge and use of their own languages.

To channel the participation of the autonomous governments in this
process, an accord wasmade in 1990 within the framework of the sector's
conference on affairs related to European communities.

There always remains the risk that state aid to the press, depending on
under which criteria it is awarded, may be interpreted as an attempt to
control the media. However, it cannot be denied that this aid has a posi-
tive effect, in thatit helps to promote the independence and plurality of
the press.

Thisiswhy the office of the Secretary of State for Communication regards
it as especially necessary that systems are set up in this field that respect
the principal of transparencywith regard to the kinds of aid thatis given.
Concurrence on transparency in everything related to the awarding of
state aid —especiallywhen the aid comes from public administrations —
must be translated into guarantees designed to ensure it.
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1.After the approval of
Law 31/1990, 27
December 1990, on the
National Budget for
1991.

2.Spanish Royal Decree
1775/87, 23 December
1987, regulated proce-
dures of communication
to the EEC of any govern-
ment aid programmes.
This communication was
coordinated via a special
commission, the Grupo de
Trabajo de Ayudas (aid
‘work team), made up of
experts from all sectors,
whichis linked to the Span-
ish Inter-Ministerial Com-
mission of European
Affairs.
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3.Countries like the UK,
Ireland and Norway have
lower VAT rates for books
and newspapers than Spain
(4%). In most countries the
rate is higher. This policy of
special rates cannot be
extended to other EC coun-
tries without an unanimous
agreement of all the mem-
ber states. The EC Direc-
tive that regulates this tax
allows member states to
apply reduced rates to two
kinds of services from alist
inan appendix of the Direc-
tive itself, appendix K,
which will applyuntil 2010.
These services are all
labour-intensive. Spain has
chosen the services of
repairs and hairdressing.

4.Itisrecognised that insti-
tutional advertising can be
intended to give aid to the
press. The Spanish govern-
mentrecentlyapproved
Law 29/2005 on Advertis-
ing and Institutional Com-
munication. Under this leg-
islation, transparencyis a
principle, and also a
requirement.
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The future lies in accepting that a system like the former one described
in this document is practically impossible in today's climate, both eco-
nomically and in terms of the market. In any case, it is worth exploring
avenues that may well benefit the sector in a transparent way.

To that end, and in light of the current tax regulations, the possibility of
taking alternative fiscal measures should not be discounted. Their effect
mightwell be positive. For example, reducing VAT3 rates could be a use-
ful tool for this kind of policy. Institutional advertising should also be
mentioned in this context.# This has traditionally been used to finance
the communication mediain amore or lessunder-the counter way. How-
ever, the newlegal framework thatis currently on the pointof being devel-
oped will set up more transparent and efficient rules for dealing with
institutional advertising that comes from the state administration.
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State Aid to the Press in International Perspective: the Dutch Case

Lou Lichtenberg
Managing Director Bedrijfsfonds voor de Pers (The Netherlands Press Fund)

Introduction

In my contribution I should like to show you some dilemmas for govern-
mentswhen coping with problemsin the press. Do we leave it completely to
the market to correct possible failures in the information supply or do we
need to take action to prevent those failures and to maintain or enhance
pressdiversity? Andifactionis preferred whatkind of measures are allowed
considering pressfreedom? Those dilemmasare often verydisputable. The
kinds of choices made in each country are influenced by historically estab-
lished traditions of public policy in that country, as I'will show in this paper.
I will present these dilemmas in relation to the characteristics and back-
ground of the Dutch system of state supportto the press. And I'will conclude
with some remarks on the basic lines of future policy in the Netherlands.

Problems of Print

From present-day figures on the printed press a good and a bad story may
be told. In general there are still newspapers which are showing some
progress. Insome countries, especiallyin young democracies, the numbers
of newspapers and their circulation are growing. Nevertheless, mature
markets have to face more and more problems: general indications prove
that printin those markets has to deal with stagnation of amore structural
kind. The circulation-figures of newspapers and magazines in many Euro-
pean countries showstability or decline; the average time spenton reading
shows a downward tendency. Advertisers seem to be less interested in
printed products than they used to be. At the same time newspapers and
magazinesface more competition, especially from other suppliers of infor-
mation, such aswebsites, audiovisual mediaand free papers. Commercials
on television, direct marketing and online advertising and online selling
are growing in popularity. These developments have stimulated cost-sav-
ing activities, formation of groups and press concentration. In some cases
newspapers and magazines just disappear while no real alternatives in the
information supply are being offered to media consumers. In these cases
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the distribution of amusementinformation may develop at the expense of
information that consumers need to shape their opinions as citizens, to
encourage political discourse. Information is becoming more and more
importantasan economicvalue, sometimes exceedingits political and cul-
tural value. This may endanger the free market place of ideas.

In several countries government communication policy tends to remove
barriers to effective competition, which also benefits effective informa-
tion competition. However, some people fear that this purely economic
approach to the information supply may have drawbacks and try to draw
more attention to these effects in governmental policy.

In the Netherlands, press policy atfirstlooked like a perfectinactive press
model: press freedom came first and the prohibition of censorship was
the only cornerstone of press policy. The government was considered to
be the natural enemy of the press, the press industry was strongly against
any governmental interference.

Towards an Active Press Policy

Especially after the Second World War a growing consciousness emerged
in the Netherlandsand other countries thatsuch an inactive press policy,
based solely on the prohibition of censorship, could not guarantee real
freedom of speech and press. It was felt that the government should take
amore active role, asin other policy areas such as health care, education
and so on, creating the conditions for real freedom, committing to a pol-
icy aiming to uphold and enhance media diversity. A duty of care was
being promoted asan elementof press policy, on the basis of amore active
freedom to receive and impart information as set outin Article 10 of the
European Convention. This duty of care has been increasingly accepted
by constitutional courts, by the European Court of Human Rights and by
governmental memoranda in several Council of Europe member states.
Acknowledging this duty of care, states have developed certain instru-
ments for intervention, such as limits to horizontal concentration
and/or vertical concentration, favouring effective competition, restrict-
ing media ownership, favouring internal pluralism, favouring content-
related diversity, and enabling transparency in respect of media concen-
tration. A modern care duty includes a policy aiming at upholding and
enhancing the diversity of the public area on the Internet.
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Among other activities, this duty of care may find its implementation in
the creation of several financial facilities. In the Netherlands of the 50s
and 60s some general support measureswere presented for the pressin gen-
eral, to uphold and enhance press diversity and independence. These
measuressuch asspecial reduced ratesfor postal services, telex and taxes,
aimed at promoting the general financial and economic climate of the
pressas awhole, without considering the specific situation of individual
newspapers or magazines.

Atthe end of the 60s there wasa general fear for the loss of press diversity,
due to the growing number of mergersand groups, especiallyin the daily
press. Some newspapers were closed or integrated into bigger ones, oth-
ers lost their editorial independence. These included some famous old
newspapers. This stimulated a long-lasting discussion in our country on
therelationship between pressfreedom, diversity of press and the task of
the government. Journalists, editors and publishers pleaded both sepa-
ratelyand together for amore active governmental policy. First of all, this
led to extension of ameasure which had been introduced to provide eco-
nomic compensation for the introduction of commercials on radio and
television in 1967. This temporary support measure was especially cre-
ated for those newspapers which were unable to adjust to the new situa-
tion. In 1971 the government also decided to establish a Press Fund as a
form of direct financial supportfor individual newspapers and magazines.
On the basis of the 1987 Media Act, the Press Fund was continued as an
independent governmental agency.

The Press Fund

The Netherlands Press Fund is run by a board whose members are
appointed and dismissed by Royal Decree on the recommendation of the
Minister for Culture. Board membership is incompatible with employ-
mentin a Ministry or board membership or employment with a newspa-
per, magazine or publishing company. The board of the Press Fund
decides on applicationsforfinancial help. Board resolutions may be over-
turned by Royal Decree on the grounds of incompatibility with the law.
The Press Fund is financed out of the advertising revenues of the Radio
and Television Advertising Foundation and commercial broadcasting
establishments. Each year the Minister for Culture may decide whether
the Press Fund requires further funding, given available resources.
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Newspapers or magazines have to meet a number of criteria to receive
financial support. Itis only possible to provide dailies, non dailies or mag-
azineswith temporaryloans, creditfacilities or subsidies — the latter only
in special circumstances — for reorganisation or restructuring required
to make them profitable again in the near future. Financial support may
only be provided for press products meeting the following criteria:

¢ to asignificant extent they must provide news, commentaries and back-
ground information covering the diverse aspects of present-day society,
with aview to political opinion-forming;

¢ they must be edited by an independent editing team on the basis of a
statute expressing the editorial identity of that press product;

¢ they must be generally available for a purchase price;

e the press product's continued existence is threatened or rendered
impossible and the requisite support cannot be obtained elsewhere.

Additional Financial Support

From the beginning of the 80sithasalso been possible for the Press Fund
to support research projects for the press industry in general and joint proj-
ectsaimed atimproving the position of newspapers or magazines. On the
basis of that support measure, the Press Fund has participated in financ-
ing research and joint projects in the following areas: the functions of
journalism, the functions of dailies, the improvement of the position of
dailies as advertising sources, the functions of dailies for youth and
minorities in our country, ethics and the Internet, the functions of the
Internet for information supply and formation of opinion, the improve-
ment of distribution of daily newspapers, the creation of a code for merg-
ers, the financial position and functions of local newspapers, the position
of evening dailies in the bigger cities, and a regional newspaper's exper-
imentin “civic journalism”.

In July 2002 on the advice of the Press Fund, two new experimental support
measures were added to the direct financial support measures. First, an
experimental support measure for minority group newspapers and maga-
zineswasintroduced, aimed especiallyat new or existing papers with pub-
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lication frequencies ofless than once amonth. Each minority project can
receive supportatayearly maximum of € 115,000, with a maximum of €
700,000 for all projects each year. And secondly, an experimental stimula-
tion measure was introduced for the benefit of Internet information prod-
uctswith innovative plans. No project mayreceive supportin excess of 40%
of total project costs, with a maximum of € 180,000 for each project and
€ 2.26 million for all projects each year. These two new experimental
directsupportmeasuresare becoming rather popular and the supported
projectsinclude very interesting and promising innovations.

Until now, the Press Fund has financed approximately 100 newspaper,
magazine and Internetinformation projects to a total of almost€ 25 mil-
lion and more than 60 research projects to a total of nearly € 5 million,
as shown in Figure 1.

Temporary Compensation Measure for Dailies

In 1981 aspecial temporary additional support measure was introduced
forloss-making newspapers. This general-specific measurewas meantfor all
dailies in comparable circumstances: having arelatively unsecured com-
petitive position on the market, both limited circulation and wide geo-
graphical distribution. It was an experimental compensation support
that operated in the 80s for six years and was drawn from a specific fund
of nearly € 6.5 million a year. The level of compensation for each news-
paper was calculated according to a formula, in which the amount of
space in the newspaper devoted to news and opinion, the range of distri-
bution and the level of circulation were taken into account. Over the six-
year period this measure provided subventions to 16 dailies to a total of
almost € 41 million.

From 1990 on, this compensation decree ceased for evaluation of
whether or notit should be continued. On the basis of this evaluation
the Board of the Press Fund concluded that the measure had been an
adequate instrumentfor maintenance of daily press diversity in the 80s,
but that such a measure was no longer appropriate in policies to stimu-
late innovation. Therefore, this temporary support measure was not
continued. Since the ending of the measure, press concentration has
increased. The most loss-making newspapers disappeared, merged
with other papersor continued within press groups. In 1990 the biggest
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three groups together had a share of 45% in total circulation of dailies.
Thatshare hasrisen to almost 90% nowadays. These developments also
served as an argument against re-introduction of the compensation
decree: since most of the dailies had disappeared or became part of a
group there wasno longer anyneed for ageneral selective government
aid measure alongside the individual direct support provided by the
Press Fund.

Policy Reconsiderations

In the Netherlandsithad been decided that for survival, publishing com-
paniesneeded to do more torenew their tieswith readersand advertisers
and to innovate. According to this view, real innovation is only possible
through media convergence. The publishing companies had to realise
thattheirinformation productcould be published in other formats apart
from printed paper. Their product could be seen as a branded identity
for content published through old and new media. So innovation was
very important for their survival, to find new positions in present and
future media developments, but it was also very important for society as
awhole. The publishing companies could also take advantage of the fact
that several functions of printed media can be fulfilled easier, faster and
perhapseven better by electronic means. Stimulating the production and
use of new electronic services is also essential for the information supply
of specific groups in society. Considering these developments, the
printed newspaper, given the decline in its circulation and advertising
revenue, will increasingly prove to be too small a basis for a publishing
company. It may then be necessary to find new ways of presenting the
information function of their products on new information carriers.

Asprofitsand readership of printed newspapers continue to shrink, entre-
preneursare developing technical and other solutions that could bring a
new newspaper format to the electronic age. First of all they sometimes
investin projectsaiming to improve the printed edition. Smaller formats,
more images, more infographics, new techniques such as computer to
plate formore printing on demand. Newspaper companiesare also trying
tofind newmarketsfor printed productsin combination with audio, video
and the Internet. For example combinations of printed newspapers
togetherwith job, real estate and other specialised websites. Search, refer-
ral and profiling capabilities, together with inventory management tools,
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revolutionise the conceptof mediacommerce. Other entrepreneurs pres-
ent complete new electronic information products. At present, three
models of such electronic products may be distinguished. First the audio-
video models, like audiotex, teletext, cable TV information services,
video-on-demand, video news podcasts. Secondly Internet-information
products such as internet-based news services, online versions of printed
newspapersornewly designed real interactive web-only newssites. Certain
of these Internet information products, called intelligent papers, look
like electronic newspapers on demand or are opening pages of portals
with personalised news headlines from online papers like Googlenews.
And thirdly the mobile modelslike TabletPC, eBooks, ePaper, iRex/Iliad,
SonyReader, Microsoft'sultramobile PC,PDA newspapers and Samsungs'
flexible ePaper. Publishers and journalists are experimenting with several
of these new product models for their contents. Arguing for a well func-
tioning information supply in society it may in some cases be concluded
thatthereisalsoarole for the government: aduty of care based on the free-
dom of speech and therightto information, a policywhich aims touphold
and enhance the diversity of the media. Several views on this role are cur-
rently being debated in public arenas.

Future Press-Media Policy

Such a care function should not be implemented so much as an element
of awelfare State, as a policy instrument of a State based on the concept
of civil society, a State formed bysocial contract, in which people operate
as citoyen instead of being primarily addressed as customers or con-
sumers. A State in which governments acknowledge that society may do
whatsociety can do and where public and general resources are used pri-
marily to take care of vulnerable groups, to help them to soon reach a sit-
uation in which self-help dominates.

In this electronic age, this means that the emphasis of present day media
policy, including press policy, has to be transposed from an exclusively
restrictive and media conservative policy (a policy with do's and don'ts,
financial contributions, setting-off of losses) to a policy comprising instru-
mentsof amore stimulating and innovative character; to stimulate publish-
ers and editors to find the necessarily new ways of presenting the informa-
tion function of their products on new information carriers, for example.

Press Subsidy Policy Models in the European States

113



114

In general, larger companies have enough time and money to experi-

ment with these new services through printed or electronic news carri-
ers. But smaller companies may not be in a position to do so. Of course,
the problems of entrepreneurs and the possible effects of the ways in
which they try to solve those problems are primarily their own business.
However, in the case of the media there may also be considerations of
more generalinterest. Theirrole in ensuring awell functioning informa-
tion supply in society and their news services are so important that leav-
ing their problems completely to them may be too risky. In this sense,
their problems may also be partly the problems of society as a whole. In
these cases, given the duty of care function of governments in a civil soci-
ety, itmay be advisable to help them toreach a position in which self-help
may be possible in future. The Netherlands Press Fund is currently
preparing a new press media policy memorandum and an international
meeting with experts from all over the world for the purpose of exchang-
ing data on policy and research. More information will be published on
the websites: www.bedrijfsfondspers.nl and www.presssupport.org.

Figure 1

Financial aid from The Netherlands Press Fund to the press in
total 1972-2005 (£)

&5&

Individual press organs

Dailies (16 projects for 10 papers) 11,712,445 3,399,192 8,313,253
Non-dailies (7 projects for 7 papers) 959,605 763,118 196,487

Magazines (64 projects for 41 magazines) 10,785,053 5,282,852 5,502,201
Total individual press organs 23,457,103 9,445,162 14,011,941

Internet-information products (9 projects for 9 products)

Internet-information products
(9 projects for 9 products) 903,761 763,761 140,000

Research (62 projects for 29 organisations)

Research (62 projects of 29 organisations) 4,627,299 4,381,779 245,520

Compensation Decree for dailies

6 years (1981-1989) (72 projects for 16 dailies) 40,838,865 40,838,865

TOTAL

TOTAL Financial Aid 69,827,028 55,429,567 14,397,461
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Communication Policy for Daily Newspapers in Minority and
Regional Languages

Giinther Rautz, Secretary
Secretary General, European Association of Daily Newspapers in Minority and Regional Languages
(MIDAS)

Introduction

The European Association of Daily Newspapersin Minority and Regional
Languages (MIDAS) was formed five yearsago (20-21 April 2001 in Palma
de Mallorca) following the proposal by editors-in-chieffrom more than 10
language communities throughout Europe. Thirty newspapers from
Spain to Finland and Northern Ireland to Romania have already joined
MIDAS. The MIDAS member newspapers reach approximately 3 million
readers (printed circulation: 739,663 copies; distributed circulation:
731,434 copies; sales circulation: 655,350 copies) and the organisation
continues to grow.

One goal of the association is to coordinate their strategies and to stimulate
cooperationin the areasofinformation exchange, printing and marketing;
to organize campaigns to promote its member publications and to obtain
support from European Union (EU) institutions for minority languages
and their print media.

The existence of dailynewspapersin minorityand regional languagesis cru-
cial. They provide the vital daily services that national newspapers offer in
majority languages, but this is not their only function. They also often pro-
tectand promote marginalized cultures, whichin turn help to maintain and
extend the scope of their written languages. These publications make
minorities visible to the majority, which often remains ignorant of them.

Opver 45 million people in the EU speak a language other than the official
language of their country. The European dimension opens up opportuni-
ties for cooperation between minority daily newspapers throughout the
continent. National statesstillviolate minorityrightsand the freedom of the
press. MIDAS, as a network, intervenes to avoid all kinds of violence in solv-
ing minority issues. To serve these functions properly, MIDAS provides
opportunities such as study visit programmes for journalists in order to
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develop knowledge through exchange of information and reporton minor-
ity protection and cultural diversity in Europe.

In order to maintain quality standards, information pluralism and to guar-
antee cultural and linguistic diversity, newspapersin minority and regional
languages need subsidies as much as most of the mainstream media in
Europe. In most of the European countries different models of directand
indirect presssubsidiesare significantand extensive. The press subsidies for
newspapers in minority and regional languages support publications that
find it difficult to survive on the market or to develop at the same level as
official language publications do.

The European Union considers the press subsidy policy as a strictly state
levelissue. Nevertheless, the EU makes contributions towards preservation
and promotion of cultural diversity. Public subsidies granted to the local
andregional presscould be animportantinstrumentfor protecting and fos-
tering Europe's cultural and linguistic diversity.

In February 2006 the European Commission published a “Whitepaper on
a European Communication Policy” (http://ec.europa.eu/communica-
tion_white_paper/, 01-02-2006) and invited — in addition to the EU insti-
tutions — European citizens and stakeholders to seek views and offer sug-
gestions for amore effective communication policy at European level.

During this consultation period MIDAS elaborated its own proposals for a
more effective communication policy atlocal, regional, national and Euro-
pean level. The main concern of MIDAS was, and is, to improve the recog-
nition of topics, needs and interests of language minorities on all levels.

European Public Sphere

The EU is in need of a public sphere with both a vertical and horizontal
dimension. Vertical public communication serves as a forum for the emer-
gence of European public opinion and participation. Horizontal public
communication refers to trans-border and trans-national interaction, in
which local, regional and minority media play adouble keyrole. The devel-
opment of a public sphere at EU level cannot be brought about from
national publicspheres. Moreover, the European publicsphere can onlybe
developed in parallel with national public spheres or may even spring from
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them. The EUison therighttrack toinitiate deliberation and to engage ever
more European citizensin European dailylife and decision-making process
withits White Paper on European Communication Policy (2006). Summed
up, the EU isin need of this political community that fosters the establish-
mentofapublicsphere withcommon norms, principlesand procedures for
rational deliberation and decision-making. In the White Paper one finds a
suggestion thatcommon principlesand normsbe defined, which should be
summarised in a framework document. MIDAS emphasizes that the elabo-
ration of such a Charter would only make sense if specific rules and princi-
ples of this EU communication policy are unambiguously defined. This
means thatcertain standardswith regard to putting this policyinto practice
not only at European but also at national, regional and local levels should
be clearly delineated. Equally important is the elaboration of a specialised
Manual to be used by public servantsresponsible forimplementing the pol-
icy that would make it easier for them to help the citizens to better under-
stand how the EU functions.

Assuccessful EU communication policy must centre on citizens' needs. The
improvementof civic education, connectionsbetween citizensand between
citizens and the public institutions would help to achieve this goal.

In each EU State, the standard of English-language teaching as well as that
of teaching of minority language (s) and/or of the languages of neighbour-
ing countries/regions has to be raised, in that the knowledge of languages
promotes a better understanding between people. Therefore, the follow-
ing measures should be implemented:

® Restructuring of national curricula and appropriate teacher-training:
annual European teachers' meeting to interchange ideas and to find
together new approaches for an innovative European teaching style.

¢ Teaching certain subjects notin the mother tongue, butrather in English
orin thelanguages of the neighbouring countries or in minority languages
should be considered.

® A course on the functioning of the EU should be included in the curricula
of all EU states with direct involvement of the pupils in topics of EU-wide
importance and direct use of Internet-forums as exchange media. Inter-
school projects on EU-related topics should be incorporated into the
national curriculaas well.
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* Specialised training for teachers on Europe-related topics.

® Enhanced cooperation between national schools and the EU for unified
teaching manuals on these topics for all EU states in all the official and
minority or regional languages.

¢ Improvement of academic exchange programs: such programmes as
Leonardo or Erasmus should include not only university students but also
pupils of secondary schools.

¢ Digitally connected European libraries—as proposed in the White Paper
—and the introduction of a European Library Card.

¢ Emphasizing European Language Policyincluding lesser used languages
under the Culture programme for the 2007-2013 period.

The communication process between European citizens and the EU has to
be improved. Therefore, the following measures could be considered:

® Development of a European association culture.
¢ Introduction of European symbols: EU wide Holiday (9" May).

e Celebration of the Year of Inter-Cultural Dialogue in 2007 with arange of
events.

* Engagement of media for the promotion of such initiatives.
* Higher level of financial support for town-twinning projects.

¢ Higher level of support for citizens' projects and support measures: proj-
ectsinvolving vast groups of citizenry that cut across different professional
and cultural segments of society have to be implemented at European level.

The communication process between European citizens and EU institu-
tionsmustbe improved. Asmentioned in the White Paper, bridging the gap
between Europe and its citizens means creating and maintaining links
between citizens and public authorities all the way from local to European
level. The following measures should be considered in order to enhance
communication between citizens and EU institutions:
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¢ Implementation of aregular EU Online Chatbetween EU politicians and
citizens on the EU homepage (s).

¢ Periodical critical comments/statements of EU politicians in regional/
local/national and especially minority media published in national and
lesser used languages on currentissues.

® Revision of the EU-Homepages: use should be more simplified and target-
groups-oriented.

¢ Establishment of European Goodwill Ambassadors as proposed in the White
Paper,

® Reaching outto citizens by going local: the EU should improve its involve-
mentwith minority-related topicsand make its presence feltin regional and
local mass media outlets (announcements with information on EU activi-
ties,commentson EU-related topicsspecificallyinlocaland regional media,
answers to letters on EU-related topics received from concerned citizens
and responded to by qualified EU personnel).

Media as Stakeholders and Information Carriers

Media are key-players in any European communication policy: they do not
justinform; they also represent the main link between institutions and citi-
zens. Therefore, cooperation between regional and national media and
European institutions must be improved. Regional and national media
shouldrespond to this challenge and increase their coverage of EU politics.

Giving the faceless EU a human face by editing articles and reports in such
away that citizens understand why this information is relevant to them per-
sonally should become anew challenge for the media. The re-launch of the
EU communication policy regarding its contact with the media should put
the main emphasis on minority groups, because they are an important part
of the EU, asunderlined by the EU slogan Unity in diversity.

Publications of EU supplementsin allregional /local /national newspapers
in official and lesser used languages should include topical discussions on
the current state of affairs in the EU; comments/statements/opinions of
EU politicians, including the Letters to the Editorcolumn. The Lifestyle-Page
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should also be included in these supplements, as should announcements/
results of trans-national projects. Another component could be articles on
the cultural traditions of different EU regions.

On the other hand, regionaland national mediashould place more empha-
sis on EU-related topics. Every regional and national newspaper should
include a column devoted to the EU with comments/articles by EU politi-
cians and civil servants, but also including critiques by journalists of ongo-
ing European developments. To achieve this goal, the EU should offer spe-
cial training courses for journalists and civil servants.

Since there is no detectable European public sphere today and no European
public opinion either the EU should consider establishing its own Press
Agency (suchasnational pressagencies or more specific, such as Furolang) . Up
to now public opinion on the EU has been complex and diverse and has
reflected differentnational perspectives. Understanding these different posi-
tions therefore poses a particular challenge. In the White Paper, media moni-
toring and opinion polls are conceptualised as instruments to be used to
analyse public opinion. The importance of these tools hasincreased in paral-
lelwith the citizens' tendency towithdrawfrom traditional politics. Therefore,
the White Paper proposes the establishment of a European Public Opinion
Institute (EPOI) specialised in monitoring public opinion vis-a-vis the Euro-
pean projectsand EUinstitutions. Itishoweverassumed here thatsuch ameas-
ure would not be cost-efficient, since the same result could be achieved by a
more intensive use of the already existing opinion poll monitoring instru-
ments (such as the Furo barometersurvey) , which would not require such mas-
sive investment. Such intensification would necessitate stronger cooperation
between EUinstitutionsand EU statesand greater cross-border collaboration.

Togauge Europeans' opinion the EU shouldalso golocal through reinforc-
ing and establishing new local, regional, national contact pointsin the EU
member states. They should report public opinion on different EU topics
in differentstates to the EU. These info points should also be used as citizen
contact centres, where citizens can obtain information on the EU. EU info
points located in minority areas should be able to communicate in minor-
ity and regional languages. Furthermore, these tasks should be exercised
by media experts.

Official representatives of Commission Personnel should be engaged not
onlyatnational, butalsoatlocaland regionallevels. Furthermore anewnet-
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work of national experts in public opinion research is needed in order to
help exchange best practices and develop synergies among researchers at
alllevels. Theyshould also constantly evaluate the performance of different
EU member states in respect to communication on EU topics and analyze
the Letter to the Editor column in local newspapers.

Challenge for Local and Regional Authorities and Media

Togetheris the keyword in the on-going process of development of an effi-
cientcommunication policy at EU level. Only deep interestin the EU by its
citizens will allow development of a public sphere at EU level. Therefore, it
isnotonlythe responsibility of the EU itself, butalso of national institutions,
independent civil society and organisations, think tanks and particularly
regional and local authorities as well as the media. They know the interests
andneedsofeach citizen; theyhave the closest contactwith citizensand play
an important role in raising public awareness on European issues and in
encouraging people to take an active partin EU debates.

Local and minority associations and media do not only represent specific
regionalinterests, butcan also playanimportantrole in making the citizens
aware of the importance of European topics by showing in which ways
Europe hasa positive impact on their daily lives. Therefore, these organisa-
tionsmust deepen their contactwith citizens, encourage local and regional
discussions on European issues involving the citizenry and act as a link
between the latter and the EU. At the same time, cross-border cooperation
between civil society organisations dealing with the same issues in different
countries must be improved, especially between those representing ethnic
and linguistic minorities.

On the one hand, minoritiesmustdeepen their contactwith the EU,and on
the other, the EU must become aware of its diversity and actively promote
minority issues as a common value and advantage at local, regional and
national level. This can, for example, be done through EU info-campaigns
published as advertisements in minority newspapers or the involvement of
minorities and their associations in as many projects as possible on relevant
EU topics. MIDAS, as the first Europe-wide network of newspapersin minor-
ity and regional languages, not only raises awareness of positive values all
across Europe, but also serves as an example of best practice for projects at
EU level and in the member states.
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In order to make EU Politicians at local, regional and national level more
visible, active dialogue isneeded between regional, national and EU politi-
cians (public discussions, round tables and other events). This dialogue —
including the media—should be extended to already existing think tanks,
and civil society organisations in addition to minority associations focusing
on EU-related topics and initiating different projects on current EU issues.
These organisationsshould cooperate and setup cross-border projectsand
networks which should be seen as a new incentive for creating a common
European identity and achieving a broader echo in the society.

Actions Speak Louder than Words

The EU has to act as fast as possible in order to putinto practice efficient
measures aimed at bridging the gap between the EU institutions and Euro-
pean citizens. EU communication can only start with and through Euro-
peanscitizens. Therefore, the following stepsinvolving the mediaasavoice
of the European citizens should be taken:

¢ Constructive workaimed at promoting the European spiritamong EU cit-
izens atlocal, regional and national Ievel has to be intensified.

e More interaction between EU institutions and EU citizens.

® Deeper cooperation between EU institutions, civil society organisations
and minority associations is required to reach out to all different societal
groups and their needs.

® The promotion of cross-border projects using the bridge function of minor-
ity groups.

® The legal framework of the anti-discrimination policy of the EU should
focus also on more efficient policies regarding minority groups, as set out
in the Ebner Activity Report (Ebner 2004, p.7, EU-Verfassungsvertrag als Basis
zur Forderung der sprachlichen Vielfalt Europas?) .

® Deeper cooperation between the EU institutions and local, regional and

national media and the establishment of a stronger European media net-
work isneeded.
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® Europe has to speak with one voice, overcome national interests in topics
ofinternationalrelevance and mustdemonstrate unity,loyaltyand commit-
ment to European values and beliefs. Europe must take decisive steps
towards formulating an efficient foreign policy and a unified point of view
on topics of major globalimportance. The longerrepresentatives of the EU
institutions display a lack of belief in EU values, the longer European citi-
zens will take to develop their faith in the European project.

MIDAS as an European Media Network and its Actions

MIDAS, supporting high quality journalism, organises training, exchange
programmes and awareness raising campaigns for journalists. The exis-
tence of quality independent journalism is a fundamental principle of the
daily work of MIDAS as a voice for minorities in Europe. In acknowledge-
mentofthese journalists, who setjournalistic standards and make personal
contributions to cultural diversityand the protection of minoritylanguages
in addition to raising awareness of the importance of cultural diversity and
minority protection in Europe, MIDAS awards the “Otto von Habsburg
Prize”: http://www.midas-press.org/OttovonHabsburgPrizeforJournal-
ism_de.htm and the “MIDAS Prize for Journalism”: http://www.midas-
press.org/MidasPrizeforJournalism_de.htm.

The annual study visit programme for journalists http://www.midas-
press.org/Study-Visit-Programme_de) aims to develop knowledge through
information exchange, toreporton minority protection and cultural diver-
sity in Europe and to provide insight into journalistic work and technical
processesin newspaper newsrooms. This training programme also encour-
ages the participation of mainstream mediajournalistsin order to establish
directlinks between minorities and the media of the majority.
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The View and Experience of Press Companies.
European Newspaper Publishers' Association!

Valtteri Niiranen

Director, European Newspaper Publishers’ Association (ENPA)

Background —about ENPA and its Members

The European Newspaper Publishers' Association represents approxi-
mately 5,100 regional,local and national newspapers. I'm working at ENPA
asitsdirector. We have astaff of five and hence we are a typical Brussels-based
trade association which isworking with lobbyissues and legislation in many
policy areas.

My focus will today be on legislation in the context of European legislation
and European policies. Firstly I will explain in more detail what ENPA is,
who the members are and also something about the activities of the Associ-
ation. I'm going to touch upon some market developments as well as some
recent case-law, however I will not go into very much detail of individual
casesand the deliberationsin these cases. After that, Iwill set out to convince
youregarding the justified positions that we take in the area of press subsi-
dies. I'will then say something about what the future could bring. I will fin-
ish with some concluding remarks.

ENPAisanassociation of nationalnewspaper publishers' associations. We have
25 memberassociationsincluding Norwayand Switzerland and Bulgaria. The
ones that we don't yet have from the 25 European Union member states are
newspaper publishers' associationsfrom Malta, Cyprus, Latviaand Lithuania.
We are a non-profit association which is very transparent in many ways. We
receive all our revenues directly from the publishers' associations. The pub-
lishers' association in each countryisin turn financed by the newspapers.

ENPArepresentslocal, regional, national, weekly and Sunday titles. So quite
alotofthese newspapers thatwe have talked about here during this sympo-
sium, and those discussed by the previous speaker are members of the
national associations and thus members of ENPA.

Tens of millions of copies of newspapers are sold every day with hundreds
ofmillionsof dailyreaders. In addition, free newspapersare distributed and
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readin millions of copies. Veryrecentlyl participated ina conference of the
World Association of Newspapers (WAN) in Moscow; WAN had calculated
thatin Europe nowadays 28 million copies of free daily newspapers are dis-
tributed. That's quite asignificantamount. One has toremember thatthere
are quite alot of differences between different national markets; for exam-
ple in Spain approximately 45% of the total circulation (number of copies)
corresponds to free newspapers. In Denmark I've understood that the fig-
ure is something in the range of 22%. Then there are countries where
approximately 5% of the total circulation is free newspapers. There are big
differences between different countries and their newspaper markets.

And of course newspapers are well present on the Internet. I don't have a
figure with me today of how many European newspapers are online but
there are certainly tens of millions of visitors on aweekly basis on these sites.

What is the Role of ENPA — Some Areas of Legislation

So what does ENPA actually do? We concentrate on three main areas, the
first one being lobby work in different areas of EU legislation and policy.
There are lots of different types of legislation which are being drafted or
already pending in which newspaper publishers' interests are at stake. For
example, there is a lot of activism in the areas of media concentration and
mediapluralism. ENPA monitors, influencesand tries to convince with valid
arguments thata certain piece oflegislation mightbe good for the industry
ormightnotbe good for the industry. Quite often we recommend improve-
ments for certain proposals.

Certain areas of legislation are veryimportantfor everyone, notonlyfor the
publishers: freedom of expression and freedom of the press for example.
One only needs to think of the recent developments in different parts of
Europe. There have been terrorist acts and attacks in certain countries in
Europe, and obviously one easy measure to prevent terrorism and terrorist
actscould be to pass some new piece of legislation which would restrictfree-
dom of the press. For example, tonewspapersfromwriting something about
recent terrorist acts in order to avoid future incidents. Both at EU and at
nationallevel there are certain tendencies torestrictfreedom of expression.
Of course anyattempts to passrestrictions throughlegislation would be very
detrimental to the industry. Publishers advocate and constantly remind
politicians that freedom of expression is the most important human right
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and the cornerstone of democracy and thus needs to be safeguarded in
every situation.

VAT —Value Added Tax —isveryimportantfor ENPAanditsmembers. All
of the 25 European Union member states have reduced VAT rates for the
sales of printed newspapers. Currently a major question is whether online
newspapers —webpapers, epapers or similar electronic services —should
and could also be covered by reduced VAT rates. There aren'tyet reduced
rates for online; but this is an area where we are developing a new strategy
and thinking whether lobby actions should be taken in the future.

Theissue of media pluralism including cross-media ownershipisimportant
for media companies. Many European parliamentarians (MEPs) are inter-
estedin thisissue and theywish thatthe EU Commission would initiate pan-
European legislation in this field.

Then there are some tendencies to restrict advertising of certain products
or services. Someone mentioned alcohol products yesterday. In my contri-
bution yesterday I raised the issue of advertising products with nutritional
claims, fastfood, extreme sports, fast cars or any other item which may not
be so beneficial for the consumer. There are certain tendenciesin the Com-
mission torestrictadvertising of these types of products or services. The jus-
tification is consumer protection.

So those are some of the areas of legislation where we are active. In addition,
ENPA serves its members for example by collecting and filtering informa-
tion to them on both a daily and weekly basis. ENPA also provides informa-
tion, views as well as facts and figures, to the decision-makers in Brussels —
i.e.,mainly to the European Commission and to the Parliament. In this type
of'association itis very important to have discussion forums, i.e., different
meetings where the members who work in the national associations or in
the publishing companies can exchange views and best practices with each
other. We have several committees and working groups: one of them deals
with copyright, one with media pluralism while another deals with general
legal and social affairs.
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On Market Developments and Legislation — Newspapers Operate in
National Markets

What about the markets? Newspapers operate in their national markets.
There are studieswhich indicate thatonly0.1% of newspapers crossborders
—1i.e., are sold somewhere else other than their home markets. Of course
there are some exceptions to thisrule but each newspaper is working more
orlessinitsown national market. When one follows thisline of thinking, the
conclusion is that national laws and regulations are the mostimportantleg-
islation for newspaper publishers. And this rule applies specifically to press
subsidies. When a publisher operates at national market, the national rules
andregulationsare bestequipped tomeet the demands of the national mar-
kets. Thereisnoneed for harmonisedlegislation in those fieldswhere there
areneitherinternal marketsnorinternal marketeffects. Theinternal (EU)
market is extremely important in certain fields of legislation — copyright
legislation is one of them — and in some cases itisimportant to have these
regulations and rulesin place.

On Press Subsidies —no Harmonised Legislation is Needed

When one delves into the details of press subsidy legislation or state aid leg-
islation, one notices that the European Commission has an importantrole
to play. The Commission monitors national governments to ensure that
they don't use state aid illegally to support their national industries or serv-
ices. In the field of press subsidies and state aid there is no European-level
legislation as yet. The Commission still has a role to play: to ensure that
national governments apply state aid and subsidy rules correctly.

One of the main positions of ENPAmembersis that there should notbe any
European-levellegislation in the field of press subsidies. We are happy with
the existing situation. National legislators are well equipped to meet the
demands of the markets and of their industries. National level is where leg-
islation should be made, if needed.

Press subsidies are quite important for many publishers in a number of
countries. When one takes a look at our members one notices that 90% of
the publishing companies are SMEs (small and medium-sized companies).
Presssubsidiesare importantfor many SMEs. Even though ENPA's message
to the EU institutions is that there shouldn't be harmonised legislation in
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thefield, neverthelesswe wholeheartedlysupportournational associations
when they explain for example to the Swedish government that press sub-
sidy rules and regulations should maintained and developed. Therefore
ENPA has a clear position: we support all press subsidies and similar
schemes at national level.

On Recent Cases — Aid Compatible with Treaties

As regards the European Treaties, Article 87(3) declares certain aid to be
compatible with the EC Treaties. This article deals with promoting culture
and heritage conservation. There has been averyrecent case in Denmark:
certain publications received support for covering their distribution costs.
The Danish government gave 10 million Danish kroner (€ 1.3 million) to
certain publications as a direct grant to support their distribution. The
European Commission, which monitors what is happening in this field,
took the beneficial effects of the aid in promoting media pluralism and
propagation of socio-politicalnewsinto accountinitsdecision. The conclu-
sion from the justifications was that this directaid would not distort compe-
tition or affect trade under the said article, and therefore the European
Commission approved the aid scheme for the Danish press.

In another case — an Italian case from 2004 — certain state aid to the Ital-
ian publishing industry (not only for newspaper publishers but also for
book, magazine and periodical publishers) — was given in the form of an
interest subsidy and tax credits. In its decision, the Commission stated that
this type of aid is not compatible with the cultural derogation clause of the
above-mentioned article. However, the overall conclusion of the Commis-
sion was that because of the limited affect on trade and competition, the
state aid given to Italian publishers was compatible with Article 87(3).I'm
not going to go through the detailed arguments and justifications because
you probably know them much better than I do.

I'have some information on differentsubsidiesin differentcountries. I have
received this information through my national associations. I possess a list
of those countries which have indicated to us that there are direct state aid
or press subsidy schemes for newspaper publishers. We collected this infor-
mation very recently: one reason being that there is a reform of the postal
directive, leading to reconsideration of the postal directive in a couple of
years' time. So through collection of data such as this we have learned that
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directaid is provided to publishers to cover distribution costs in quite a few
countries.

We also know thatin certain countries there are no direct state aid or press
subsidies for newspaper publishers. Either the tradition is that the govern-
ment does not provide these subsidies, or the publishers themselves are
unwilling to engage in subsidy schemes because of the possibility of coming
under government influence. I regret that I don't have information on all
EU countries—especially those countieswhose publishersare notyetmem-
bers of ENPA.

Concluding Remarks

The main pointsin anutshell: The European Union should notinterfere by
means of harmonised legislation in the field of press subsidies or aid to the
press; there is neither justification nor need for harmonised legislation in
this field.

Press subsidies will certainly play an important role in the future. No EU-
level legislation is planned or envisaged in this field. ENPA will monitor
developmentsin thisareavery closely. In certain other fieldswhere state sub-
sidies are given to certain parts of industry and play an importantrole, the
European Commission might well compare the subsidies there with press
subsidies in our sector, and eventually come up with the idea that there
should also be harmonised legislation in the field of state aid for the press.
That is why ENPA, together with its members, must monitor the situation
very closely.
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The View and Experience of Spanish Press Companies

Antoni Cambredo
President, Spanish Newspaper Publishers’ Association (AEDE)

We, the newspaper publishers, are very conscious of both the business and
socialside of ourwork. We cannotlimitourselvessimply toapplyingand accept-
ing the market laws, because we also represent social values that are just as
important as democratic pluralism, freedom of expression and dialogue.
Newspapershave beeninextricablylinked todemocratic organisation for over
two hundred yearsand, even today, the future of the written press and democ-
racy remain justasintertwined as on the first day newspapers were printed.

Iwouldlike to drawyour attention to an upcoming event thatillustrates this
symbiosis. Freedom of publication was recognised as far back as the Span-
ish Constitution of 1812 1in one of the articles of chapter nine, which, signif-
icantly, is entitled “On Public Instruction”. For the first time, the press was
associated with the civil and social training of citizens, and these values are
asvalid todayas theywere nearly two hundred yearsago. “All Spaniards have
freedom to write, print and publish their political ideas without the need
for a licence or for the publication to be subject to revision or prior
approval”, said article 371 of the Cadiz Constitution. Since 1812, this has
been the basis for the development of the press and of freedoms in Spain,
and has guided formation of public opinion and democratic society there.

Atthe AEDE, we understand that the state aid defended in this symposium
mustserve to supportand promote these values of pluralism and public par-
ticipation. As the Cadiz constitution outlined, state aid must protect this
“publicinstruction”in order to promote a culture of humanism, democracy
and dialogue, values that have always been driven through the press.

Atthe AEDE, we also understand that thisaid must stem from collaboration
and participation between the differentsocial operatorsand administrative
bodies. The aid must be proactive; it should be the fruit of collaboration
between everyone; and it should cover as many aspects as there are sides to
humanistic and democratic culture.

I'would like to highlight two such initiatives thatwere born asaresult of col-
laboration between AEDE and the different state administrative bodies.
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These are the Plan for the Promotion of Newspaper Readingin Schoolsand
the framework agreement signed between the AEDE and the State Secre-
tariat for Telecommunications and the Information Society.

Reading habitsin Spain seem to have stabilised, and even seems to be slowly
increasing year on year. But we believe that public and private institutions,
including ourselves, should be contributing to accelerating growth in read-
ing. At the AEDE, we believe that coordinated and long-term fostering of
reading can, and must, be achieved, provided that sufficient funding is
invested and thatreadingis considered to be an essential aspect of the State's

policy.

In Spain, just over 50% of people over 14 years of age read magazines and
38.2% read newspapers, according to data from the General Study of the
Mediain the mostrecentedition of the White Paper on the Daily Press, pub-
lished by AEDE last December. These figures put us in last position in
Europe. Asfor the rationormallyused by UNESCO, we buy 104 newspapers
per 1000 people. Though this is four more than the development thresh-
old, this puts Spain ahead of only Portugal and Greece in Europe.

Thesituation is particularlyurgentamongyoung people. Both the 2004 Pisa
Reportand alater study by the European Commission on "School Failure"
warn of the poor state of education in Spain. We are behind everyone else
in Europe. Some 21.1% of Spanish 15-year-olds have reading comprehen-
sion difficulties.

As I regularly say, in all modesty, we believe that newspapers can play an
important role in familiarising young people with reading, and we want to
continue working with all the institutions to achieve this. Working alongside
the Ministry, we are currentlyin the process of extending the agreementfor
promoting the reading of newspapers in schools, and we are prepared to
extend itas far as possible.

Another importantareain which we are cooperating with state administra-
tive bodies is in new technologies, taking us further into the information
society and closing Spain's digital gap with the rest of Europe. In this area,
the AEDE has just signed an agreement with the Secretariat of State for
Telecommunicationsand the Information Society for extension of another
agreementas part of the Ministry of Industry's “Plan Avanza”.

Press Subsidies in Europe

Collaboration with the Government has made it possible to launch the
canal-si.com website. The site, which has already become well known, can
be reached viaabanner placed on the websites of 82 associate newspapers.
Theinformation societywebsite hasasection of newsandinformation from
the Ministry and administrative bodies. The purpose of this information is
tobroadcast the digital options offered by administrative bodies and to facil-
itate accessto the differentservices. There isalso specificinformation from
the different media and information on various promotional activities.

The ultimate objective of thisinitiative is toreduce the digital gap and boost
the incorporation of the Internetinto the lives of the Spanish public. Itisa
pleasure for AEDE to contribute to thisinitiative, and we are definitely will-
ing to continue and strengthen our support.

In our opinion, state aid to the press should encourage initiatives like those
I'have mentioned. Iwould even dare to go astep further and ask the author-
ities and administrative bodies to give authentic institutional supportto the
press. We publishers are sure that an overall policy of support to the pressis
the mostimportantand eventually most effective measure in the long term.

Iamreferring, for example, to the bill on intellectual property thatis about
tobe passed by the Spanish Congress. Inits currentform, itwillnothelp the
press much, since it allows firms providing newspaper cuttings to benefit
from reproducing newspaper content of which they are not the legitimate
owners. This is in clear contrast to the situation for television and cinema,
as well as to the European directive on this area, which protects the legiti-
mate intellectual rights of newspaper publishers.

I'would also like to mention some of the problems we often face in distrib-
uting our newspapersin order to sell them. The facilities given to other com-
mercial and advertising activities have notyetreached the newspaper stands
and other sale points in many locations, since they are subject to increas-
ingly restrictive and severe regulations that only apply to our sector.

There are so many local byelaws that make it difficult to open new newspa-
per stands, and as others close, the extent of the distribution network
decreases in size virtually throughout Spain. According to our criteria,
authentic supportwould be thatwhich is able to invert the trend and make
iteasierfor people togethold of their dailynewspaper, supportwhichisable
to ensure that all paid-for newspapers become much closer to the readers
than they currently are.
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I'would like to close by reminding you of yet another demand which newspa-
per publishers have been pursuing for many years: the proposal to reduce
further, or cancel, VAT on newspapers. The objective would be to supportthe
circulation of newspapers by providing fiscal reductions, since the tax on
paid-fornewspapersin Spainis4%,whereas the European averageisjust2%.

It therefore seems to make sense to move forward in this direction, reducing
the currentextra-reducedrate toazerorate. Even the European Union seems
to have recognised this legitimate goal, and is working on a directive to unify
criteriaacross differentcountries, since in five member statesnewspapersare
VAT-ree. The AEDE has often suggested that the tax saved could be used to
enlarge development programmes, such as the two mentioned above. Our
future depends on these; the future of newspapers as we generally perceive
them, and the future of all of us as citizens. This future is in our hands.

Press Subsidies in Europe

Support for Regional Media.
The Portuguese Experience

Paulo Faustino

Consultant and Former President of the Portuguese Association Press (APImprensa)

Methodology and Planning

This paper is based on primary and secondary documentary sources, partic-
ularly books and articles by foreign and national authors, government
reports, press interviews and articles by specialists and by politicians with
responsibilities in the media sector, both past and present. Moreover, it is
important to stress that the author's duties — as Assistant to the Secretary of
State and to the Minister of the Presidency of the XV and XVI Constitutional
governments— enabled him toaccess privileged information sources. These
helped him later to write reports and articles, both internally and externally.
This text also reflects the personal experience of the author both within the
political sphere and the associative and professional context of the sector.!

Thisarticle is divided into four main parts: 1) Theoretical Framework: Between
Protectionism and Liberalism; 2) Overview of Support to the Press in Europe; 3) The
Portuguese Situation — Brief Analysis; and 4) Conclusions and Recommendations.
The paperbeginswithatheoretical overview of where majorideas currently
stand, focused on the liberaland protectionist points of viewregarding state
support to the media. Then we proceed with a general view of the models
usedin Europe and identify some development trends. The Portuguese sit-
uation comes next, with the reform — and its underlying logic — under-
taken by the XV and XVI Constitutional governments for support of
regional andlocal?2 media. Finally, some findingsand recommendations are
presented regarding public policies for the sector derived from the Por-
tuguese experience.

Theoretical Framework: between Protectionism and Liberalism
Itisof the utmostimportance to discuss state supportto the press. On the one
hand, fostering a broadly-based press can translate into alarger participation

of citizensin publiclife, and peaceful coexistence of several projects and cur-
rents of opinion. On the other hand, it can hinder the application of social
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freedoms. Doctrine on this matter can be seen from two major perspectives:
laissez faire and protectionism. In practical terms, these two differ dramatically,
are constrained by social, economic and political demands, and inspire con-
trasting approaches to state support. Moreover, supranational guidelines,
particularly from the European Union, tend to standardise criteria on this
matter, which can be a source of difficulty.

From a liberal standpoint, the press should not expect state support but
rather should work towards a legal framework permitting its own develop-
ment. State support often condones stagnation and defective corporate
management. Like any other company, the press company must be subject
to the law of supply and demand, without any protection from the State.
Good or bad corporate managementwill determine the company's survival
in a free information market. From a protectionist standpoint, the State is
obliged to support press companies and, in certain cases, it is widely
accepted that some press companies are permanently in deficit, thus justi-
fying continuous state support. RTP, the Portuguese State TV channel, is a
good example of this standpoint. The situation is similar in other public tel-
evision stations across Europe. However, in the United States there isno tra-
dition of state support to the media.

The foundations of state support to the media, and in this case to press com-
panies, have political roots. Public opinion needs to believe that thereis plu-
ralism ofinformation, thatseveral currents of thoughtare available, thatdif-
ferent opinions on the same general interest subject can be received, and
thatthere existsachoice amongvarious press products allowing the individ-
ual to choose the one most in line with his or her values and information
needs. Those defending state support to press companies may come for-
ward with two propositions: 1) to assure freedom of expression and to main-
tain diversityin press companies; and 2) to help mediabereft ofa future due
tomarket conditions, butwhich make an important contribution to plural-
ism of information.

There are many andvarious possibilities for state support to press companies.
Nevertheless, they all depend on political and economic circumstances and
on the type and size of the press company. State supportmay be direct or indi-
rect. In the case of directsupport, there isa presumption that the State makes
afree cash contribution directly to the company. Thissupportcan be grouped
in four clusters: 1) investments or company financing; 2) support to the press
productitself; 3) to press product merchantability; and 4) other supportnot

Press Subsidies in Europe

included in these situations. Indirect support, on the other hand, includes:
1) tax cuts; 2) low-interestloans; 3) professional tax cuts; 4) low price services;
5) preferential postalfees; 6) telecommunication rate cuts; 7) advertising lim-
ited to some media, above all state-owned.

Therefore,in theliberalmodel the law of supply and demand iskey to the sur-
vival of press companies. State protection can provide an artificial life for com-
panies which are not genuinely sustainable in the market. This current con-
siders thatneither bad corporate managementnor a protectionistapproach
fostering the stagnation of media companies should be allowed. Protection-
ism can still favour media control, whether carried out directly or indirectly.
Liberalism — easier toimplementin prosperous countries—attaches prior-
ity to market production. However, in countries where the press endures
almosteternal economic crises, the implementation of aliberal model per se
will not bring any advantages to the citizens. Symptoms of a crisisinclude: 1)
a growing increase in production costs; 2) a low increase in information
broadcasting and consumption; 3) the aggressive competition of other
media; 4) inadequate corporate managementstrategies and bad practice; 5)
alack of balance between costs and revenue.

From the standpoint of those who defend state intervention, the major rea-
sons for public support are political. These include favouring the existence
of newspapers that represent several currents of opinion and that allow for
participation in public life. If the object of support is the dissemination of
ideasthroughnewspapers, the final beneficiarywill be the reader. The reader
willindirectly benefitinsofar as that support makes it possible to buy newspa-
pers ata price lower than its production cost, or allows for improvement in
content. The purpose of state support should not be to compensate for cor-
porate managementdeficiencies, butrather to guarantee access to informa-
tionforall,aswellasfreedom of expression for all citizens. Supportmust com-
ply with the following requirements: 1) to guarantee freedom of expression
and to maintain media diversity; and 2) to provide material means and the
application of good practices in all spheres: newsroom, administration, pro-
duction, distribution and management.

Overview of Support to the Press in Europe

According to Murschetz (1999), European countries have several ways of sup-
porting the pressarticulating asole axiom: supportisnodifferentfornational
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press or regional press. Countries having specific support distribute it simi-
larly among all the press. As opposed to the Anglo-Saxon and German view-
point regarding state support to the press, the governments of Austria,
France, the Netherlands, Norway and Sweden actually subsidise the press.
Thus they ensure that citizens have access to information and take an active
partin the political process. In these countries, support to daily newspapers
translates as input to the economic competitiveness of press companies, as
well as in ensuring a diversity of titles and opinions. There is also selective
direct support to new media entering the marketplace, in order to minimise
possible hindrances, to encourage competition and tostrengthen the market
system.

In some European countries there is both directand indirect support to the
press, regardless of whethernational or regional. Eight European countries,
Belgium, Finland, France, Italy, Luxembourg, the Netherlands, Austriaand
Sweden directly support their press. In Portugal, supportis not exclusive to
theregional and local press. The means of indirect support to the press, sole
common denominator in most countries, especially European ones, takes
the form of tax benefits for publishers: VAT — equivalent to the Portuguese
IVA (Imposto sobre o Valor Acrescentado) . Table 1, which containsa comparative
analysis of VAT in several European countries, shows that the discounts are
primarily for newspaper sales. France applies the highest discounts.

The total annual funding to the European press is hard to quantify, insofar
asthe greatmajority of countries provide indirect subsidies, and these elude
calculation. Following are five major conclusions from the analysis of various
subsidies to the press found in several European countries:3 1) countries
from Central Europe, England and Germany, for example, areratherliberal,
whereas Northern European countries tend to be protectionist; 2) Scandi-
navian countries provide more support but, at the same time, read more
newspapers; 3) there is a generalised trend, including Scandinavian coun-
tries, to rethink the usefulness of support and to dispense wisely in subsidis-
ing press companies; 4) supportisincreasingly focused and granted accord-
ing to the presentation of projects by press companies, rewarding innovation
and managerial success; 5) another trend is to give precedence to projects
which foresee the use of new technologies or whose press products are dis-
tributed via soft copy media.

Press Subsidies in Europe

Table 1

Comparative analysis of VAT in Europe

&

&
England [0} 17.5% 17.5% o 17.5%
Spain 4% 16% 16% 16%
Ireland 12.5% 21% 21% 21%
Greece 4% 18% 4% 18%
France 2.1% 19.6% 5.5% d 19.6%
Hungary 12% 25% 12% 12% /25%
Belgium (0] 21% 21% 21%
Italy 4% 4% 20%
Switzerland 7.6% 7.6% d 7.6%
Sweden 25% 25% 25%
Portugal 5% 19% 19%

Source: WAN, 2005

One of the major reasons for the tendency of European governments to
streamline and cut subsidies to the press stems from aless positive evaluation
of theirimpacton society. There isawidespread idea that the subsidy models
were conceived torespond toisolated situationsand did notcontribute to the
sustained development of press companies. According to some specialists,
broadlyspeaking, presscompanies have notused supporttorestructure their
working procedures. Therefore, thissupportneither translated into positive
impact on business growth, nor promoted the use of technologies.

Nowadays, there are two main claims made to justify greater caution when
granting support to the press: the firstis political in nature — the democra-
cies are consolidated; and the second is more economic — the support pro-
vided has been ill-used. This caution also manifests itself in Portugal. As for
comparing the national system with the modelsimplemented in other Euro-
pean countries, we may conclude that the new model of support to regional
media foreseen by the XV and XVI Constitutional government is rooted in
European trends. From a political (liberal versus protectionist) and diversity
of support standpoint (intervention areas), this model lies at an intermedi-
atelevelwithin the European contextand is proportional and more adjusted
to the level of economic and social development in Portugal .5
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Portuguese Situation — Brief Analysis

After April 25th 1974, there was a general consensus to enhance the social
and cultural relevance of regional and local newspapers. Nevertheless, the
truth is that no government has developed a basic policy — structured and
structuring — for this media sector. Broadly speaking, the political meas-
ures have been incidental and dissociated from a strategic overall sector
viewpoint. In Portugal, regional and local press have an atypical geographic
diversity, similar to the situation in France until the late 60s: alarge diversity
of titles built on weak managerial structures. Itisnecessary to acknowledge
thisreality and to conceive structural measures, in order for this sub-sector
to become a veritable information and culture media, not merely for the
regions involved, but also as a corporate activity that translates into wealth
and employment for the community.

State support to the media is presently ruled by Decree-Law No. 56,/2001,
dated February 19th. These subsidies are basicallyaimed atlocaland regional
media. This system has both directand indirect modes of subsidy. Direct sub-
sidies to support project funding aim to intervene in the following areas: 1)
technological update; 2) content design for the Internet; 3) innovation and
corporate development; 4) training and upgrading courses for human
resources; 5) publishing of books about the media and other initiatives of
major interestin the media, such as conventions and workshops, awarding of
prizes for journalism, cooperation with Portuguese-speaking countries and
others.

Thisreformisabsolutely necessary to foster aradical change in the organisa-
tion and management of regional and local media companies. From the
standpointof corporate structures, exceptin some successfulinstances, a cer-
tain level of underdevelopmentinregionalandlocal mediacompaniesiscon-
nected with the number of full-time collaborators. We draw three major con-
clusions from the analysis of the values shown in table 2: a) the majority of the
regional and local newspapers have only one or two freelance journalists; b)
the large majority of regional and local newspapers have no staff in the sales
and marketing area; and c) the administrative staff seems to be in excess as
compared to other major areas of the core business (journalists and
sales/marketing staff).

Press Subsidies in Europe

Table 2

Number of individuals employed in the regional press

]
&

&
Journalists 23.4% 38.3% o 15.0%
Administrative Staff 20.7% 61.8% 0 3.% 0.4%
Commercial /Marketing 62.5% 32.4% d 0.7% 0.4%
Graphic Designers 62.5% 27.9% g 1.5% 1.5%
Other 48.4% 8.4% 13.9% 14.3% 15.0%

Source: Study AIND/IPOM, 2000

In spite of the aforementioned difficulties, we should believe in the devel-
opment potential of regional and local media. The regional and local
media are part of the increasingly valued development known as proxim-
ity journalism. Briefly, we may stress eight factors (economic, political,
social, educational and technological in nature), which may contribute to
anincreaseinimportance of the regional andlocal pressasadvertising and
information media in Portugal: 1) the development of the regional and
local economy; 2) an increasing need for more sharply focused advertis-
ing; 3) theinformative and advertising saturation of national media; 4) the
leveraging of a preference for the local due to globalisation; 5) the effect
of the Internet in helping information production and distribution
processes; 6) increased decentralisation of knowledge and education out-
side larger urban centres; 7) the development of political and administra-
tive decentralisation processes; and 8) the need for greater community
integration andidentification with regional andlocal economic and social
dynamics. Table 3 shows some aspects which may act as development fac-
tors for regional and local press in the economic, social, technological,
educational and political spheres.
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Table 3

Potential leveraging factors of regional and local media

Development of
the regional
and local econ-
omy and of
communica-
tion infrastruc-
tures.

Increasing need
for focused
advertising
communication
for the public.

Saturation of
national mar-
kets in search
of new con-
sumers.
Increased pur-
chasing power
of regional con-
sumers.

e°6@
The global is
harnessing the
emergence of
the local. The
local is a reflec-
tion of the
global. They are
both part of the
same process.

Greater need
for proximity -
information
related to daily
practices and
experiences.

Need for partic-
ipation, interac-
tion with and
belonging to
regional and
local projects.
Increasing
importance of a
return to the
origins.

6,;5&
C§<>
&
The Internet:
enables the
expansion of
the product's
market and
interaction
with present
and potential
publics.

Democratisa-
tion of access to
new technolo-
gies.

The Internet:
allows access to
information
(training) and
communication
atlower cost.
The difference
between
national and
regional news-
papers fades
away.

The Internet
helps manage-
ment processes
and distribu-
tion of informa-
tion outside the
traditional mar-
ket. Possibility
of minimising
physical dis-
tance.

Source: Faustino, Paulo (2004: 218).

N
00?
g
&
5
&

Knowledge
decentralisa-
tion: creation of
local schools
particularly
aimed at higher
education.

Need for com-
munication of
knowledge at
national,
regional and
local levels.

Improved edu-
cation and
potential
increase in new
generations of
readers both in
printed and
electronic
media.

&
vod
R
>
Q

Political and
administrative
decentralisa-
tion processes.

Trend towards
regionalisation.

Greater strict-
ness and selec-
tiveness in cri-
teria for state
support to
regional and
local press.

Demand for
powers and
decision capaci-
ties at local
level. Greater
mediatisation
of the regional
and local media
institutions.

The total amount of directand indirect subsidies (postage paid, for example)
granted to the regional press in the last 12 years exceeds € 200 million.

Press Subsidies in Europe

Although partofthese subsidieshave led to some qualitative improvementsin
regional press companies — compared to where they stood 10 years ago, the
truth is that the positive impact was relatively slight and of little structuring
value. Supportand public policiesimplemented for thissegmentdid notallow
for the creation ofadequately consolidated press companies. The most part of
the aforementioned € 200 million wasspenton postage (circa€ 150 million).
Although theimportance of thiskind of supportisacknowledged —itmustbe
conceptuallyperceived asasubsidyto the reader-the presentmodel of postage
paid should be improved. That would be possible with the introduction of
moreselective criteriawhichwould reward the employers'role and the willing-
ness to invest in the development of regional press companies. Full support
(100%) should be avoided, insofar asitis positive to create co-responsibility in
the use of resources and in obtaining results from support.

Although postal charges support is a positive measure, it is clear that the
regional press has been too dependent on that support. This has hindered
the development of more aggressive distribution policies. In countries like
Portugal, where reading habits are amongst the lowestin the EU, more subsi-
diesandinitiatives stimulating the creation of readership habitsshould be cre-
ated. This does notnecessarily presuppose more investment butbetter coor-
dination between different support measures and ministries/secretaries of
State (culture, education, massmedia, economy,and others). There hasbeen
alack of creativity and sense of mission in public organisms with regard to
innovation and creation of structuring measures for the various economic
sectors, especiallyin the domain of regional and local media.

Therefore, what really should be questioned is whether the media support
policieswhich have been implemented end up inducing greater managerial
fragilityamong press companies since theyare used toresponding toisolated
situations instead of developing medium and long term strategies and inso-
farasthe measureshave notfavoured concentration of the available resources
and consequently the emergence of a critical mass and corporate synergies.
Theresourcesgranted by the Portuguese State to the regional and local mass
media have been scattered and have done little to foster improved dynami-
cismin these companies.

Asfor comparing Portugalwith models existing in other European countries,
itcan be concluded that, over the last eight years, some convergence of pub-
licpolicies towardsamore selective approach to supporthastaken place. One
of the main differences between the Portuguese model and some European
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models is thatin Portugal the State also includes local radios as beneficiaries
alongwithregional andlocal press. Itwaswithin this context thatat the begin-
ning of 2002, the XV and XVI Constitutional governments started to prepare
anew model to restructure regional and local media which would fit Euro-
peantrendsatanintermediate level of state intervention—i.e., striking amid-
dle ground between liberalism and protectionism.

The main purpose of the regional and local media support system begun in
2002is: 1) to prioritise the responsibility of beneficiary press companies in
the use of support resources; and 2) to reward risk and entrepreneurial
merit. In 2005 the new model called Incentivo a Iniciativa Empresarial e Multi-
média — IIEM (Incentive to Entrepreneurial Initiative and Multimedia)
came into effect. All existing support was integrated into this measure in
order to facilitate management.” The core proposition of the new support
systemwas to prioritise the responsibility of the beneficiary press companies
in the use of supportresources,and torewardriskand entrepreneurial merit
of those responsible for the mass media. IIEM aims to promote the develop-
mentand consolidation of regional and local press and radio companies, by
professionalizing their organisational structures and improving the qualifi-
cations of their human resources. This support comprises six domains of
intervention: Strategic Partnerships, Requalification of Infrastructures,
Technological Development and Multimedia, Qualification of Work, Dis-
semination of the Press Product, Cultural and Press Expansion in the Por-
tuguese Communities.8

The Portuguese State also grants other support to mass media-related activi-
ties, for example: Incentive for Qualification and the Developmentof Human
Resources (Incentivo a Qualificacdo e ao Desenvolvimento dos Recursos Humanos) ;
Incentive for Research and for the Publishing of Books on Mass Media (/ncen-
tivo alnvestigagdoealidicao de Obras sobre Comunicagdo Social) ; Supportfor Postal
Delivery— Postage Paid (Apoio a Expedicdo Postal- Porte Pago) . Regarding this
last support (Postage Paid), there has been a strong tendency to reduce the
level of state contribution. Nevertheless, such support is still considered an
importanttool tofacilitate access toreading. For thatreason, the XVand XVI
Constitutional governmentskept the postage paid contribution considering,
however, that thismustbe based on an attitude of jointresponsibility between
State and readers, by means of a staggered cost-sharing regime.9 Within this
understanding, the XVII Constitutional government, which came into office
in March 2005, intends to continue the logic of postage paid contribution
devised by the previous government. As Sousa suggests (in Amaral, 2005:
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183): “Broadly speaking, the mostrelevantstructural reformsin the commu-
nication sector were introduced during the Social-Democrat governments.
The Socialist governments continued this policy trying not to deviate from
the measures adopted by the European Union”.

Findings and Recommendations

The importance of regional and local media is increasing, partly due to the
fact that society is moving towards a customisation of communications,
which in turn paves the way for numerous clusters, smaller and geographi-
cally scattered groups. Social and economic trends (national and interna-
tional) seem to create an environment favouring the emergence of new
opportunities for regional and local mass media. However, it will no longer
be feasible to benefit from such opportunities if the majority of these com-
panies continue having awilful approach to business, ashappened untilnow.
Strong engagementand awilful spiritcan translate into a competitive advan-
tage, when complemented by greaterrationalityin projectmanagementand
development. In an increasingly competitive market, one must add to the
wilfulnessahigherlevel of professional training of editors and collaborators,
from management to the newsroom.

The Portuguese experience towards rethinking the philosophy and the
actual supportsystem employed for regional and local mediais likely to inte-
grate the international trend of applying public policies which have a more
structuring effect on the beneficiary companies. The following basic pre-
sumptions underlay the changes to the Portuguese model:

1) The impactsarising from regionaland local media supportmeasures have
notbeen sufficient to render this subsector more competitive.

2) The support has been granted in an almost undifferentiated way without
taking project quality and ambition into account.

3) The support has contributed to unify the structures and resources of the
regional media.

4) Itwas necessary to undertake a reform which would have a more structur-

ing effecton the regionaland local press companies and encourage manage-
rial consolidation and market orientation.
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10.Although the XVII Con-
stitutional government has
continued with the major-
ity of the measures
approved by the previous
government, itis also true
that, until now, it has not
implemented the Training
Planand the Reading Incen-
tive Plan.

11.These principles are not
incompatible with the
simultaneous recognition
of the existence of more
economically and socially
depressed regions. The XV
and XVI Constitutional
governments created some
situations of positive dis-
crimination foreshadow-
ing the supplements for
companies from weaker
inland regions.
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Within this context, the reform which became effective in 2005 was carried
outfrom an integrated perspective and includes five intervention axes:10

® Managerial Initiative and Multimedia Development.

¢ Professional Upgrading Training Plan for the Regional and Local Media.
* Employment Programme for the Regional and Local Media.

® New Support Model for Mailing (Postage Paid).

¢ National Plan to Incentivate Reading.

This presupposes that development of regional and local media in Portugal
cannotavoid twomajorissues: 1) Recognition, by the State, of theimportance
ofthissubsectorasadevelopmentagentandasamedium fordecentralisation
of knowledge and information; 2) Recognition, by the companies, that they
cannot compete without a market-oriented strategy, and cannot be exclu-
sively dependenton state support for dynamicisation of their activity. In prac-
tical terms, these two aspects bring us to an agreement between the govern-
ment and the regional and local media companies, in which each part must
be committed to fulfilling its obligations: on the one hand the government
assumes the obligation to create a supportand regulation mechanism which
encourages sector development; on the other hand, the companies accept
the obligation to develop strategies and management practices, encouraged
by state subsidies, but which depend to a great extent on their own initiative,
engagementand efficiency.

In short, considering the Portuguese experience, media support makes sense
and should continue, but rewarding those companies that invest more, take
risks, create wealth and adoptbettermanagementand social responsibility prac-
tices.11 Itis recommended that there should be a deeper reflection within the
EU in order to define and create new press support models. It should also be
stressed that the mediasupportgranted by the European Commission and the
European Parliament has concentrated excessively in the audiovisual sector.
The press continues and will continue to have a major role in fostering Euro-
pean cohesion, mainly at regional level. For this reason, EU support should
include the press segment. The EU should also provide support to newspapers
or magazines (or other media) thatproduce contentand extend knowledge in
the areas of culture, communication, the information society and education.
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The View and Experience of Catalan Magazine Publishers

Francesc Dalmases i Thio

President, Catalan Association of Periodic Press (APPEC)

Firstly, we would like to thank the organisers — InCom-UAB, Patronat
Catala Pro Europa and the Government of Catalonia — for their desire to
let the voice of the Catalan press associations be heard in this symposium.
We would also like to thank you all for being here this morning.

As you know, I am speaking as president of APPEC, an association going
back 23 years thattodayrepresents 139 magazines, covering culture, sport,
travel, gastronomy, history, thought, current affairs, cinema, music, and
otherareas. Covering everythingyou canimagine and everythingyoucan't
imagine. Today, these 139 publications have an average total circulation of
750,000 copiesamonth, and an average monthlyreadership of 2.5 million.

The periodical publications (i.e. magazines) that belong to our associa-
tion represent the Catalan industry with the highest level of growth over
the past 20 years. When the current Catalan Minister of Culture, Ferran
Mascarell, wasnamed as the first president of our association, only 14 mag-
azines were affiliated.

The magazines represented by our association are paid-for magazines,
published anything between once aweek and once a term and distributed
around the Catalan Countries — the areas where Catalan is spoken, i.e.,
Catalonia, Valencia, the Balearic Islands, and French Catalonia (most of
the Pyrénées Orientales département) — excluding therefore free publi-
cations (represented by the ACPG) and the local press (represented by
the ACPC).

One of APPEC's main strengths is that practically all magazines that meet
these characteristics are part of the association. We are therefore the most
representative group in our sector. In acountrywith two of everything, our
association is unique.

AfewmomentsagoImentioned some quantifiable data thatdefine oursec-

tor. I would like to add that we have also seen an increase in the quality of
our sector. This has occurred since we changed our discourse around 10
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years ago. We have moved on from having the language as the main value
ofour publications (“Read in Catalan” or “Buymagazinesin Catalan”),and
we have made this into an added quality.

We produce magazines, good-quality magazines, that are all products that
fit into the magazine market — Catalan, French, Italian — and are, of
course, written in the language of the place where they are published.

This presentation may convey a certain pride or feeling of security and
strength in our sector, but thisis not true, or at least, not completely true.
Professor Noam Chomsky differentiates between cultureswith a past, pres-
ent and future, and cultures with only a past and a present, referring to
their capacity to construct their own space for communication. Today, as
professor Chomsky rightly points out, the construction of a space for com-
municationisafundamental guarantee for European cultures thatwantto
project themselves towards the future.

As you well know, however, the modern political construction of Europe
has been based on Nation-states. What has traditionally formed the back-
bones of these Nation States is their link to a language, a culture, a tradi-
tion, and of course, a single reference nation. This means thatall societies
and cultures that, like ours, do not have a State, not only have not had a
State for them, but have also had a State against them.

In the case of Catalan society, while I won't bore you with an exhaustive
look back at the political, economic, cultural and linguistic persecution
we have suffered over the past 300 years, Iwould like to look back with you
at the adverse political climate we have had to suffer during most of the
20th century.

During this time, any cultural, linguistic, social or media expression in
Catalan was simply forbidden or persecuted. The transformation from a
dictatorship to a democratic system in line with modern Europe is still in
process. You only have tolook athow Spain still lives with the anachronism
of having active politicians who were part of Franco's military dictatorship
and of having aleading Spanish right-wing party with principlesvery close
to that of the dictatorship.

I'have decided to take this look back to show you that this cultural indus-
try that we are trying to build throughout our nation has been playing
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catch-up since it began. Our culture was generally in a very precarious
position less than twenty years ago. The longest-established magazines,
Serrad'Or, L'Avengand CavallFort, toname but three withaverysignificant
past and a very solid present, were not so much publishing firms as semi-
clandestine platforms for defending and promoting the Catalan lan-
guage, culture and nation. In fact, it was not until many years later that
leading Catalan publishing firms (such as Enciclopédia Catalana and
Grup 62) and other foreign firms (such as France's Bayard) began to
recognise Catalan magazines as a platform for business and expansion.
During this time, small and medium publishing firms (such as Grup
Enderrock and Medi-Grup) have gradually established themselves as
media groups that form the backbone of our sector.

But even today, publishers of Catalan magazines still don't operate under
the same conditionsastheir counterpartsin other countries. Theyhave the
same difficulties as any European publisher, such as publishing on paper
and the lack of readersin society, but theyalso have additional hurdles sim-
ply because they publish in Catalan.

The two main difficulties are distribution and advertising. There is a sim-
ple explanation for the distribution problem. We do not have infrastruc-
ture corresponding to our reference market: the Catalan Countries. If a
music magazine is published in Catalan in Barcelona and targets all the
Catalan Countries, it may need up to 14 different distributors. If the same
magazine is produced in Barcelona, butin Spanish, then one distributor,
or two at the most, is enough.

And as far as advertising is concerned, we do notexist, because the agencies
and purchasing organisations see a map that covers either the entire State
orasmalllocal area. Going back to the music magazine, if itis published in
Barcelonain Catalan and distributed throughout the Catalan Countries, it
doesnothave access to advertising campaignsfor clothing, telephone prod-
ucts and drinks for young people that another music magazine published
in Madrid and in Spanish can access, even though—and thisis the real scan-
dal — the latter sells less not only proportionally, but also in real figures.

Whatrole dowe believe the public administration should play in such assit-
uation? We propose three fast-track measures —automatic aid, aid to proj-
ects,and promotion of infrastructure — and afourth, indirect measure —
which we will call public guidance, or pedagogy:
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a) Automatic aid. This must be non-essential direct aid for publications in
recognition of the inequalityfrom which publishersin Catalan suffer. Non-
essential (aid to books), butsignificant. It must be enough to tip the scales
that, based purely on market criteria, are not clear enough for a publish-
ing firm weighing up whether to publish in Catalan or Spanish).

b) Aid to projects. Whether individually, in groups or collectively, the sec-
tor must be capable of generating projects that are ambitious enough to
overturn the unbalanced situation I have outlined, a situation that cannot
fall exclusively on the shoulders of the publishers, but that requires the
analysisand supportofthe government (Secretary of Communication and
the Catalan Institute for the Cultural Industries or ICIC).

c)Promotion of infrastructure. In the same way thatitis the role of the gov-
ernment to make sure its citizens are able to move from one place to
another within its territory, it is also the role of the government to make
sure that cultural goods can also do so, as is the case for cultural goods that
have not been written in the native language of Catalonia. It would be
ridiculous for ourlanguage to be ahandicap to our moving from one town
or city to another, but this is what happens with magazines in Catalan.

Tryproducing amagazine in Catalan and distributing it through amedium
orlarge firm. Thisnotonly creates an unfair situation, where one isunable
to put forward one's opinion on the market, but it also prevents citizens
from completing theirinformation universe, and itis therefore the respon-
sibility of government to prevent this kind of unjust situation.

d) Public guidance or pedagogy. How does the government go about pro-
viding this public guidance or pedagogy? Firstly—and thisisa far cryfrom
the current situation — by adding a fundamental condition for access to
automatic or projectaid: that the publication be written in Catalan. We can-
not put additional money into the bank balance of media groups who are
already in a privileged situation owing to regulations that should actually
aim at eliminating what are advantages to some and handicaps to others.

Secondly, the government and the public administration in general are
generators of a large amount of advertising. Its prescription for advertis-
ing should take into account both the effectiveness of the advertising plat-
forms and the political and strategic orientation of these media. We can
demonstrate just how effective our titles are if public institutions act as a
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launch pad and show that one can be imaginative, valiant and fair when
planning institutional advertising.

This is not the case right now. For example, of the 139 magazines repre-
sented by APPEC, just five were chosen to be used in the Catalan govern-
ment'sadvertising campaign for the referendum on the Statute of Auton-
omy of Catalonia. All these figures and all the readers of our publications
were of no interest to those that chose which media would be used and
which would not. “They'll read La Vanguardia or El Periédico— the two
leading daily newspapers published in Barcelona — anyway, won't they?”
You'llmaybe think thatsuch a campaign in APPEC magazineswould have
a high cost. Not at all. A full-page ad in all the magazines represented by
APPEC costs the same as a full-page ad in the two newspapers I just men-
tioned.

It is scandalous that nearly a whole sector of the press is marginalised
based on something that, apparently, was at the top of our government's
agenda. The media are marginalised, and the knock-on effect is that its
readers are also marginalised. They are being bribed: “The government
speaks through those media, but doesn't speak through these.” And this
campaign is no exception. This is the same perverse dynamic that has
recently become entrenched in the advertising planning of the Catalan
government.

You mightbe thinking we are here to talk about aid, not advertising. Well,
let'shavealookatthe government'sbudgetsand add up whatis specifically
aid and what is institutional advertising in the written press. Given the
choice, I can assure you that the large mediafirms choose the latter. There
must be some reason why.

Itis a grave strategic mistake, and not politically prudent, not to take our
publicationsintoaccountwhen broadcasting institutional messages. A mis-
take thatmaylead to the impoverishment of our media. We have had a pro-
posal on the table for some time now to address this issue: no institutional
message can do without our publications. All our readers have the right to
read, at least once, the message the government wants to put across
through its general campaigns.

I'will close with a brief reflection. APPEC is not limited to defending spe-
cificbusinessinterestsand conducting corporatistand lobbying action sim-
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ply to increase our readership and generate higher profits. This is an aim,
butnotouronlyaim. We understand thattoday,when the mediaisall about
immediateness, our magazines are fundamental in completing our infor-
mation universe as citizens. APPEC's magazines, more than 90% of which
are specialised, speak from experience about music, culture, food and
drink, politics, travel, countryside, family, art, theatre, cinema, etc. And
they are notrush jobs. The readers take the time to read, and to think.

Associety thatreadsisasociety that thinks. A rich society thatwill progress.
Welfare and progress are two key challenges for our political representa-
tives. They must keep this progress and welfare in mind as they promote a
diverse and rich universe of information for us all. Especially those politi-
cians responsible for managing the public institutions of stateless nations
like ours.
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1.The tripartit was a coali-
tion formed by three left-
wing parties after the
Catalan elections in
November 2003.
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The View and Experience of Catalan Local Press Companies

Estanis Alcover

President, Catalan Association of the County Press (ACPC)

I'am delighted that the Government of my country, Catalonia, is making an
effort to gain a better understanding of the Catalan press. At the Associacio
Catalana de Premsa Comarcal (ACPC), we have strived for many years to
obtain for Catalonia a media policy for the press that is appropriate for the
country's linguistic and cultural reality. So much so that for years we have
looked for interlocutors around Europe: in Brussels, in French-adminis-
tered Catalonia,in Valenciaand in other countries on the Iberian Peninsula.

I'speak toyou as president of the local press, butalso as arepresentative of
the private sector, since Iam Director of Communication for Grup El Punt.
Initiallyas part of my company, and shortly afterin representation of all the
local pressin Catalonia, I have for many years worked with many organisa-
tions, from the X and the XII Directorates-General of the European Com-
mission to Patronat Catala Pro Europa, and from the European Commis-
sion's delegation in Barcelona to the government of Catalonia. The late
Ernest Udina introduced me to Brussels, God rest his soul.

Our conclusions were easy to reach. Our Government needed to be more
ambitious by working in partnership with other European states that
believe in diversity and in the cultural wealth of the plethora of languages
unashamedly and naturally spoken and written throughout the Union.

So as soon as the three-party government! was formed in Catalonia, I met
with the new Secretary of Communication of the Office of the President of
Catalonia, Miquel Sellares, and the Director of Strategic Communication,
Jordi Fortuny. I gave them the results of our search for partners for publi-
cations in Catalan, and expressed our firm belief that a helping hand was
not only possible, but was also viewed positively virtually all over Europe.
The rumour that Brussels imposed a ban on aid to the press was not true,
butrather the nuances of the legislation must be studied, since there are
sufficient nuances, but we were unaware of them.

From the Strategic Communication Bureau, we moved on to speak with the
new Secretary of Communication, Enric Marin. Thankfully the subject of
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European aid was taken seriously, and the Institute of Communication of
the Universitat Autonoma de Barcelona was entrusted with studying the
real suggestions and demands made by the staff in my company and the
association of publishers of the local press in Catalonia.

I'would like to reiterate our satisfaction that it was decided that a serious
studyshould be conducted on aid, becauseitisvital fornewspaper publish-
ersin Catalan and because we hope that, by working with the government,
together we will be able to level the path in arigorous and coherentwayin
a countrywith undeniable differentiating features.

Catalonia s truly living in a fallacy: the fallacy that the Catalan language
isnowanormallanguage, rather than recognising thatwe have just taken
one step forward, and that we are still along way off becoming a normal
country with a normal language and culture. We try to keep those who
are hardest to convince happy, butin the end, what is said is believed by
many Catalan politicians. As for the pressin Catalan, and the struggle of
those who publish in our language in our land, the path is even longer
and more arduous.

Ladies and gentlemen, we must not be complacent. We still have more
exams to pass, and we'll need to study hard with good teachers if we want
the highest grade. It is so clear that for the future Catalonia needs to
develop a true policy for the written pressin Catalan, as has been done for
radio and television. There is a vital need for a forum in which questions
can be posed. Here is one of the mostimportant questions:

Will there be determined support through public funding for the Catalan
language pressin the future, as hashappened, and still happens, for radio
and television? I callfor political bravery to stop playing with the fire of cer-
tain national newspapers not written in Catalan and to pluck up the
courage and determination to create areal policy for the written media in
Catalonia. Thisisan enormousresponsibility thathasyetto be shouldered,
despite claims to the contrary and despite the undoubted improvements
that have been made over the past two years.

Ibelieve thatall publishers of the Catalan press have the obligation to work
togethertoactasamuch-needed, powerful, respected lobby. We need only
take note of the words of Francesc Dalmases, President of APPEC, in an
interviewwith Tribuna Catalana: “The problemis that the Governmenthas
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no explicitdesire to develop a policyfor the national [Catalan] media, and
right now such a policy is urgently required. It must include strong, posi-
tive discrimination, the creation of regulations to help the media use our
language, and the strengthening of regulations designed to prevent exter-
nal groups from operating here as easily, or more easily, than those of us
from here in Catalonia.”

What Dalmases says seems quite obvious, and I have been defending this
for manyyears from my position of responsibilitywith Group El Puntand
for the past two years from within the local-press association. We are on
the right track, which is positive, but we are still along way from our final
destination.

Local Catalan press publishers do not want to live with our hands tied
behind our backs. We don't want to be parasites, nor labelled as such. We
argue thatwe are different, and thatwe therefore require aid. Onlyaid. We
don't want to hear any mention of subsidies. We are already working to
make sure our balance sheets are in the black at the end of the year, butwe
want to do so under the same conditions as the press published in Spanish.
Itisunfair thatin amarketwhere free competitionis the prevailing law, our
publications are released under disadvantageous conditions.

We should note whatis done beyond the Pyrenees. Many states have a spe-
cific law laying down the rights and responsibilities of the press and the
mediain general. Thisis the case in the Nordic countries. Itis seen as com-
pletely normal. Here in Spain, the Constitution contains several funda-
mental principles that could be applied to the press. There are also other
provisions that apply to the media in the form of ordinary laws, though
there are many areas that are left to the discretion of bodies created by the
media themselves, and not the Catalan media. Some publications, such as
cultural publications, receive such subsidies from the State.

Whatdowe, the men andwomen ofthe local press, ask of the Catalan gov-
ernment? To start with, to look to European countries with longer histo-
riesasdemocracies. In Norway, toname justone country, the State began
supporting the press as early as 1935, creating the necessary conditions
toguarantee the presence of newspapersin allregions of the countryand
an abundance of subject matter and perspectives on society. Since then,
the state policy on the press has gone from strength to strength, support-
ing the industryin three essential ways. Two of these are economic bene-
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fits: tax exemptions and direct state aid to the press. The third measure
aims to prevent excessive concentration of ownership into the hands of
afew. Good, isn'tit?

Also in Norway, daily newspapers and books are still exempt from VAT,
which currently stands at 24%. Atvarious times in the past, this exemption
also applied to weekly newspapers, but when VAT was introduced in 1970
it was not applied to daily newspapers and books, but was to weekly news-
papers. They justify this distinction by stating that daily newspapers, as
opposed to weekly newspapers, are mainly for leisure, and are therefore
vitallyimportant to keep the citizens of Norwayinformed aboutimportant
social matters. Every so often, the weekly-press organisations re-ignite the
debate on the inappropriateness of the discrimination brought about by
the different tax applied to the two products. Here in Catalonia, the local
press is even more distinct from other forms of press. It is perfectly clear
that these publications are of general interest and are absolutely essential
within the social fabric of Catalonia thanks to their unique, serious, local
reporting.

Another positive factor that should be an example to us in the media pol-
icy of Norway, a country with a smaller population than that of Catalonia,
isthatwhen there is debate about helping out the press, the first thing that
comes tomindisnot VAT, butratheraid granted directly to the newspapers
according to the distribution and the competition in the region. Overall
we see that production subsidies benefitnewspapers thathave the greatest
difficulty in acquiring income from advertising: this subsidy therefore
becomesaform of compensation forinsufficientincome from advertising.

In summary, I have said that the local press in Catalonia gives its full sup-
portto this symposium, and hopes thatits conclusions will be beneficial to
the sector Irepresent. I'stressonce again thatall we askis to be able to com-
pete on a level playing field with publications in Spanish. We will worry
about making sure our products are competitive in quality and content.
But should the fact that we publish in Catalan here in Catalonia mean we
should be punished and kept out of advertising circles, and even discrimi-
nated against by our own government in its advertising with false excuses
typical of an advertising media centre? Surely not. If we are to be treated
equally, we must first get on the same wavelength and speak face to face.
Then we mustachieve pluralism and transparency.

The View and Experiences of Press Companies

159



2.Plan D, to be presented
shortly by the Informa-
tion Office, is an informa-
tive campaign on the work
the EU does to bring deci-
sion-making closer to it
citizens. This aims to
address the mistrust of
European institutions,
which is what led to the
vote against the draft Con-
stitution. Put simply — as
the EU representative at
the MIDAS assembly put it
— every once in a while
Barroso should sit and
have a drink with students
orlocal press publishers,
so both sides can better
understand each other.
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Finally, we also ask Brussels to be sensitive to our situation. At the moment
we seem to be improving, as was noted during the general assembly of
MIDAS (European Association of Daily Newspapers in Minority and
Regional Languages) in Apenrade, Denmark, where the members were
satisfied with the European Commission's Plan D.2 The associate newspa-
pers saw it as very positive that Brussels has understood that the public
work carried out by the European Union should be published in regional
and local newspapers.

The European newspapers thatare members of MIDAS, many of which are
Catalan, are prepared to provide information on European affairs, but we
demand that the European Commission place a certain percentage of
advertising campaigns in these publications, rather than publishing them
exclusively in newspapers distributed throughout a member state or with
alarge circulation in the Union.

Thiswould be compatible with the principle of equality, since the speakers
of Europe's minority languages, like the speakers of majority languages,
have therighttobe keptinformed through advertising campaigns. MIDAS
is sure that the European Commission will get rid of the discrimination
against minority languages, will facilitate the advertising media and will
approve plan D, which is a step in this direction. If this is the case, the plan
can also count on our support.

Ladiesand gentlemen, we ask that the positive examplesfoundin the rest
of Europe be followed in Catalonia, and that the negative examples serve
to show us that not only is it true that in Catalonia we have a long way to
go, butalso thatin other states, where democracy has a much longer his-
tory, there are historical minorities thatare insultingly and selfishly mar-
ginalised.

We, the 130 local press publishers in Catalonia, prove daily that the print
media continues to be effective both in providing information and in
spreading culture, and thatreading the local pressis still avital ingredient
in the human experience of Catalans.
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The Free Press.
The Moment of Truth

Mateu Ros i Monrés

President, Catalan Association of Free Newspaper (ACPG)

The free press in Catalonia has become popular since newspapers of gen-
eral interest began to circulate in Barcelona and the surrounding region.
There are currently fourlarge dailynewspapers of thiskind, with more than
one edition aday, providing general and local information to many citizens
in Barcelona. Despite the revolution broughtaboutby the free newspapers,
itshould be stated that for over thirty years, many Catalans have been read-
ing news about their town or city without paying. There are many publica-
tions, mainly produced weekly, thathave been produced regularlyfor many
yearsin the main towns in Catalonia. These have found that the local infor-
mation creates an added value that guarantees alarge readership.

The freelocal pressbegan to spread at the end of the 1970s, and is still grow-
ing today throughout Catalonia. This phenomenon has changed the pub-
lic's traditional information consumption habits and revolutionised the
Catalan communications market. This form of popular press, which has
provided information in Catalan to readers of all social standings and cul-
tural origins, has contributed, and continues to contribute, to making Cata-
lan an everyday part of the lives of the people of Catalonia. We should
remember that publishing in Catalan 25 years ago made it very difficult to
break into certain areas of industrial cities. These newspapers have helped
build a space for social communication, and have, of course, revitalised
local information and streetreporting.

The free local press has therefore been a cultural revolution for Catalonia,
arevolution made possible by the readers, who have given it the weapons
with which to fight the contempt, ignorance and poor reputation that the
sector has had to combat, particularly in the early years. Over the course of
the pastfewdecades, the professionalism of reportsand the regulation pro-
vided by the ACPG has contributed to casting aside any doubt on the value
of the quality provided by these publications.

Today, atlast, nobody dares question the importance of the free press, nei-
ther in general nor in local areas. The Catalan Free Press Association
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(ACPG) hasworked tirelessly to make this happen, and we are now reaping
therewardsofthatwork. The free presshasalso made astep forward regard-
ing state aid, since for the first time ever the government of Catalonia has
included this sector in its subsidy programme. The ACPG has represented
the sector in talks with the Catalan Institute for the Cultural Industries to
establish the requirements thatmustbe metby publisherswho wantto apply
for state aid. These requirements are the same as those for membership of
the ACPG, making this the first time the free press has gained official recog-
nition from the Generalitat.

But thisis not enough. The free press is firmly established as a strong busi-
ness sector that continues to promote new mediain Catalan, both on televi-
sion, radio and in the written press, and particularly on the Internet. Many
of the companies that were born in the spirit of the free press are today
important communication firms with ties, aswe have already said, to differ-
entinformation media. Itis therefore akeyarea for the developmentofthe
communications sector in Catalonia, and the government support to this
sector should be proportional toits contribution to language, culture, busi-
ness and journalism. This is not to protectit, but to catapultit; not to pam-
per it, but to project it. This is why, to start, we need statistics that show the
reality of the local written press.

It is essential, therefore, that the Generalitat give its firm support to the
Barometre — http://www.elbarometre.org — and all other studies that
provide objective datain order to determine the conditions for state aid, not
based on political criteria or historical privileges, but rather to make a real
contribution to enlarging and modernising our space for communication.

Press Subsidies in Europe
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Subsidies to the Printed Press in Minority Languages

George Jones

Mercator Media, University of Wales Aberystwyth

State Subsidy. Differing Traditions

State subsidy of the press, although a normal feature of life in some Euro-
pean states such as Italy and Finland is regarded with some suspicion in
many others, sinceitis considered to smack of too greatadegree of interfer-
ence with the press's editorial independence. Nevertheless, minority lan-
guage communities are often obliged to rely on some degree of subsidy in
one form or another since few of them are able to sustain purely commer-
cial ventures.

The degree to which newspapers need to depend on subsidy varies, of
course, with the level of circulation necessary to sustain a paper independ-
ently and this is something varying from State to State. In Spain, for exam-
ple, the regional press is far more strongly developed than in the UK and it
is possible for newspapers to survive with a lower circulation.

The Case of the Minorities of Italy

Thereisareasonablywell-developed pressin onlyafew of the Italian minor-
itylanguage communities, two of the most notable in thisrespect being the
German community of South Tyrol and the Slovenes in Trieste and the sur-
rounding area. Both of these minorities have daily newspapers.

Italy haslegislation providing for the subsidising of minoritylanguage news-
papers along with the official newspapers of political parties and newspa-
pers published by cooperatives of journalists. Minority language newspa-
persreceive 50% of their total costs up to approximately € 1 million peryear,
the exactamountdepending on the yearly budget. The subsidyis given ret-
rospectively for the previous year so for example 2005's money is received
in 2006.
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The Case of Irish

The body responsible for subsidising the Irish-language press is Foras na
Gaeilge, a state body whose remit is to promote the Irish language. The
grants provided are as follows:

e I'oinse (weekly national newspaper) € 322,000 per year, committed to
December 2008.

e Li (dailynewspaper) £170,000 (€252,091) peryear maintenance/devel-
opmentgrant.

¢ Comhar (monthly magazine) € 60,000 per year, committed to December
2008.

e Feasta (monthly literary magazine) € 46,000 per year, reviewed annually.

® An tUltach (monthly magazine) £ 24,000 (€ 35,585) per year, reviewed
annually.

® An Sagart (spiritual magazine) € 2,546 per year, reviewed annually.
® An Timire (spiritual magazine) € 3,229 per year, reviewed annually.
¢ Saol (Foras na Gaeilge's own monthly).

A number of English language newspapers publish pages in Irish, most
notably the Irish Times, the Irish section of which does have a reputation for
strong journalistic content.

The Case of Frisian

The provincial government of Friesland in the Netherlands has a fund for
the promotion of reading in Frisian. Thereisno fully Frisian-language news-
paper and the subsidy is divided between two predominantly Dutch-lan-
guage titles, the Leeuwarder Courantand the Friesch Dagblad. Also subsidised
are the literary magazines De Moanneand Hjir. There is, in addition, state
government funding available to literary magazines which is available to
Frisian magazines as well as Dutch.
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The percentage of Frisian in the Leeuwarder Courantand the Friesch Dagbladis
small (usuallyaboutasingle page and no more than 5% of the total content).
The material in Frisian is not on the whole journalisticin content but some-
what more lightweight, consisting of interviews, recipes, book reviews etc.

This may sometimes be a danger where a minority language is given a mar-
ginal position in a publication that predominantly uses the majority lan-
guage. Editors may aim atasortof diglossicuse of the two languages, with the
minority language, of course, taking the more lightweight role. This is not
universally the case, however, as the case of the Irish Times, referred to
above, demonstrates.

Itis worth noting that, until the early 1990s, a monthly, exclusively Frisian-
language title, with somewhat more journalistic content, Frysk en Irij, did
exist and was for along time subsidised by the province. Itfailed, however,
to meetsubscription targets set by the province and the subsidy was discon-
tinued. Although an attemptwas made to continue withoutsubsidy the mag-
azine eventually folded.

The Case of Scottish Gaelic

Bord na Gaidhlig, a statutory body for the promotion of Gaelic, provides
some assistance to publications using Gaelic, as follows:

e An Gaidheal Ur, a monthly Gaelic newspaper in tabloid format receives
about £40,000 (€ 58,600) per annum, which meets about 80% of its costs.

® Cothrom, abilingual learners' magazine, receivesabout£ 10,000 (€ 14,650),
or90% of its editing costs.

® AmPaipear,acommunitynewspaperwith some Gaelic content, received one-
off developmentfunding in 2003/04. Thiswasa sum of £ 5,000 (€ 7,325).

® Lomond and Trossachscommunity newspaper received asimilar one-off pay-
mentof £ 300 (€ 440) in 2004/05.

To be eligible for funding projects must be designed to increase the num-
ber of Gaelic speakers and increase the quality and range of use of Gaelic.
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The Case of Welsh

There is a reasonable degree of literacy in the Welsh language, resulting
from along tradition (Welsh was the only non-state language in Europe in
which the Bible was published less than a century after the Protestantrefor-
mation). Despite this the pressin the language isnotas highly developed as
the press of some minorities of comparable size and strength, there being,
for example, nonational daily to date, although a projectisworking to estab-
lish one. Itseems that there is some cause for optimism with regard to grant
assistance from the Welsh Assembly Government for the new Welsh daily,
which is to be entitled Y Byd (the World), but no announcement has as yet
been made.

There is a weekly national newspaper, Y Cymro (circulation approximately
4,000), a weekly current affairs/news/cultural magazine, Golwg (circula-
tion also estimated to be around 4,000), and afewless frequentlyappearing
and more specialized magazines, for instance a monthly cultural/current
affairs magazine offering lengthier, more high-brow articles known as Barn
(circulation approximately 1000).

In addition to the commercial local press (which is for by far the most part
in English), there exists in Wales an important number of voluntary publi-
cations in Welsh, which have no real equivalent in the English language.
These are known as papurau bro (district papers). They emerged during the
1970s and there are now 57 of them throughout the country. Itisworth not-
ing thatthese local newspapers have between them a circulation far greater
than that of any national title (some 55,000 per month).

The main subsidies for the national Welsh-language press come from the
Welsh Books Council (the funding emanating in the firstinstance from the
Welsh Assembly via the Welsh Language Board, which is a statutory body
established by the Welsh Language Act of 1993). The total annual subsidy
given to a variety of newspapers and magazines by the Books Council is £
375,800 (€ 550,679). The Books Council subsidises newspapers and maga-
zines out of a publishing grant that also funds the publication of books (the
total publishing grant being some £ 1,123,000 or € 1,643,772 per annum).
There isno fixed policy as such on the precise sums thatgo to the press or to
book publishing. The Books Council presents an annual application to the
Language Board with a breakdown of the projects they wish to supportand
itisfor the Language Board to approve applications on an individual basis.
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However, the papurau broreceive money directly from the Welsh Language
Board, since voluntary ventures do not fall within the remit of the Books
Council. In 2005/2006 this was split equally between 57 titles. Each paper
received £ 1,306 (€ 1,913) for publishing 10 issues (this grantis reduced if
fewerissues are published).

Annual grants from Welsh Books Council for press, 2006-2007

Taliesin (literary magazine)

Golwg (current affairs)

V (for teenage girls)

Wew (for children)

Lingo Newydd (for learners)

Cip (youth)

Barddas (traditional poetry)

Barn (current affairs analysis, arts)
Fferm a Thyddyn (Farming)

Llafar Gwlad (Folklore)

Y Traethodydd (religion, culture etc)
Y Wawr (for women)

Cristion (Christian magazine)

Y Selar (Contemporary music)

Y Cymro (weekly general newspaper)

Tu Chwith (literature and essays)

X
&
&

£32,250 (€ 47,216)
£75,000 (€ 109,810)
£ 18,000 (€ 26,354)
£36,000 (€ 52,717)
£ 18,000 (€ 26,357)
£26,000 (€ 38,082)
£22,500 (€ 32,952)
£80,000 (€ 117,130)
£2,000 (€ 2,930)
£6,000 (€ 8,786)
£8,000 (€ 11,718)
£10,000 (€ 14,644)
£4,800 (€ 7,031)
£12,000 (€ 17,573)
£ 18,000 (€ 26,357)
£7,250 (€ 10,617)

NOTE: grants are normally reviewed every three years.

Few of the titles subsidised by the Books Council would be likely to survive
withouta grant, although Y Cymro existed for many years before receiving
its present subsidy.

The Case of Breton

There is no Breton-language daily newspaper. However, a weekly paper, Ya,
began publication in 2005. Anumber of periodicals (including Al Lanv, Al
Liamm, An Doéré, Breman, Brud Nevez, Hor Yezhand Imbourc’h) and some titles
for children are published in Breton and financed bylocal and regional gov-
ernment to varying degrees.
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Since 2001 grant assistance for magazines has been in place through the
Regional Directorate of Cultural Affairs. Itisreserved for those literary mag-
azinesofferingleadingarticlesand the grantallocated maynotexceed 20%
of the projected annual budget. The magazines Al Liamm and Brud Nevez
have benefited from regional grants of this type.

Atstatelevel,adecree of 26 November 2004 opened up grantfunding to the
weekly regional and local press to publications in minority languages.

The Regional Council of Brittany has no programme of direct promotion
of the Breton-language press. It does, however, have a programme of pro-
motion of the language, which comes under the culture budget, account-
ing for four fifths of the grants allocated by the Council for the Breton lan-
guage. Within the framework of this programme for promotion of the lan-
guage, the region gives assistance to publishers in a general sense for their
overall running as well as for specific publishing projects. The majority of
such grants go, however, towards book publishing.

Grants to the Press in Breton in 2005

7
Regional Council of Brittany 119,550
General Council of Cétes-d'Armor 1,032
General Council of Finistére 61,500
General Council of Morbihan 5,500

Publication Receiving Grant
od

<
4
&
S

<

Keit Vimp Bev
Emgleo Breiz
Al Liamm

Hopala

The majority group on the Regional Council, which came to power in elec-
tions held in 2004, has proposed a language policy that was passed unani-
mously by the regional assembly. Part of this policy is dedicated to publish-
ing. Itisintended thata plan will be putin place to support the production
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and dissemination of publishing in Breton. Also planned are incentives for
families to subscribe to magazinesaimed atyoung people. These plans have,
however, notyet been implemented.

At départementlevel, Finistére is the most active in terms of language policy
and dedicates a budgetline to assisting magazines, to publishing in Breton
and to the translation of works. With the aim of promoting magazinesaimed
atyoung Breton speakers and developing the reading of younger genera-
tions, this département putin place in 2003 an operation known as “Chéque-
Revue”whichinvolved financing halfof subscriptions to the magazines pro-
duced by the publishers Keit Vimp Bev, who produce Louarnig, for 8-12 year
olds, Rouzig, for children from 3 onwards, the magazine for adolescents
Meuriad and the weekly newspaper Ya.

The other départements giving assistance to Breton-language magazines,
namely Cotes-d'Armor and Morbihan, have no specific policy in favour of
magazines in Breton. Moreover, these grants represent only a small part of
the budgets dedicated by these authorities to the Breton language.

The Case of Sorbian

The Foundation for the Sorbian People (Stiftung fiir das sorbische Volk), a
statutorybody established in 1991 with the aim of promoting the Sorbian lan-
guage and culture, fundsanumber of titles in the language. The Foundation
itselfreceivesitsfinance from the federalgovernment (50%) with the remain-
der coming from the Lander of Sachsen (2/3) and Brandenburg (1/3).

The Domowina press receives € 1,494,000 for the publication of the daily
Serbske Nowiny, the weekly Nowy Casnik and the cultural and political maga-
zine Rozhlad. This gives them about 75% of the costs of Serbske Nowiny, 20%
of Nowy Casnikand 5% of Rozhlad. Witaj receives € 172,400 for the publica-
tion of the education magazine Serbska sula and the children's magazine
Plomjo/Plomje.

The Catholic weekly Katolski Posolis supported annually by the Stiftung on
a project basis. The grant in 2006 was € 80,200. The protestant monthly
Pomhaj Bohis funded on a similar basis and received € 17,400 in 2006.

The total subsidy to the Sorbian pressis therefore € 1,764,000.
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Conclusions

The degree towhich minoritylanguage press subsidy depends on the whims
of the political climate in many regions is the cause of great instability. For
this reason, and also because of the potential compromising of editorial
independence which discretionary grants entail, there may be something
to be said for the Italian system whereby there is a legislative basis for sub-
sidy and the grants must be given automatically.

The history of the Frisian Frysk en Frij highlights the question whether
funds are best channelled into a flagship publication, even if that publica-
tion's appeal and circulation are limited, or spread more widely among
titles using the majority language in the hope of attracting a wider reader-
ship of those who do not feel themselves to be particularly confident in
reading the minority language.

The answer to dilemmas of this sort may be different from language to lan-
guage, butitseems tome thereisastrong case tobe made foranidentifiable
minority language title, since this can only assist with the full development
ofatrue journalistic profession in the language, rather than activity on the
part of marginalised and isolated individuals.

While language planning on the partof the state orregional government
is arelevant factor in many cases, subsidies are often given on a largely
reactive basis, depending mainly on what people happen to apply for.
This is more true in some places than in others. The activities of the Lan-
guage Board in Wales constitute language planning in thatitis a statu-
tory body which exists for the purpose of regulating the position of the
Welsh language in Wales but with regard to the press itis also reactive as
itstands at present.

Bord na Gaeilge in Ireland certainly has a language planning agenda and
hasitself produced titles to fillwhat are perceived to be lacunae in the press
provision available. A drawbackis thatnewspapers and magazines produced
specificallywith alanguage promotion or preservation agendain mind are
sometimes found to have their journalistic integrity compromised or to be
in some way weaker in their content than those whose primary concern is
journalism first and foremost and who have to some extent, at least, to
respond to marketimperatives.
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For thisreason, while the reactive and unstable position that currently pre-
vails in many places is undesirable, the answer may not be simply for state
language planning organisations to produce publications themselves.

Where minority language press depends on subsidy as it does and will in
most cases for the foreseeable future, the challenge for those involved in
administrating such subsidy will be to find a balance between an appropri-
ate level of stable, pro-active, forward planning and leaving the press suffi-
cientindependence of organisation to have real editorial bite.
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Press Subsidies in the Basque Country

Patxi Baztarrika

Vice-Ministry for Linguistic Policy, Basque Government

The Basque Governmenthasalwaysbeen aware of the role of the mediain the
revitalisation and normalisation of a language. The Basic Law of Normalisa-
tion of the Use of the Basque Language, passed by the Basque Parliamentback
in 1982, includes a section of measures designed to guarantee the use and
presence of Basque in the media. Thislaw recognises that the entire popula-
tion of the Basque Country has the right to information from the media in
both Basque and Spanish. To guarantee this right the Basque Government
was obliged to adopt measures that promoted a greater use of Basque in the
media. Not only that, but the media were obliged to upgrade their technol-
ogy to become more adept at using both official languages, Spanish and
Basque, atonce.

So two years after that law was passed, in 1984, the Basque Government gave
subsidies for the first time to magazines written in Basque. Since then these
subsidies have been renewed every year, for the last 22 years. Obviously, the
nature of these subsidieshaschanged; notonlyin theamountofmoneygiven,
butalsoin the objectives of the award, requirements and evaluation criteria.

Asalways occurs, twenty-four years after the passing of the Basque Language
Law, thereal effects of the law can be seen in terms of strong and weak points.
Asastrong point,we should mention that the Basque pressmarkethasgrown
notably and is now more widespread than ever before, as far as the number
of publications, journalists, readers and different media are concerned.

Thisisthe panoramathatformed aframeworkfor the objectives of the Gen-
eral Plan of Promotion of the Basque Language (EBPN), approved by the
Basque Government and ratified by the Basque Parliamentin 1999. The
General Plan of Promotion of the Basque Language, whose principal objec-
tive is to boost the necessary measures of linguistic policy to make it possi-
ble for those who wish to live in Basque to do so, considered the media sec-
tor asakey to linguistic normalisation.

The number of euskaldunes, the people who speak or understand Basque, is
permanently on the rise, and the media need to respond to this growing
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number of Basque speakers. Basque has to find aplace in all areas of life and
society, including the media, via which Basque gains new areas of use and
social prestige. To this end, the General Plan agreed a series of measures
aimed at consolidating and promoting the presence of Basque, in the face
of the growing influence and attraction of the media in Spanish or French,
which wield enormous power in the field of information:

® The Basque press must take up an appropriate business attitude. Itis vital
that they offer products that can compete in the marketplace.

¢ Co-operation between the pressin Basque mustbe promoted, to make the
best of the existing resources, improve quality and offer new products.

In line with this framework, drawn from the EBPN, the office of the Vice-
Ministry of Linguistic Policy created its objectives and obligations for the
current Basque government's term of office (2005-2009).

The principal objectiveis to extend and finance the use of Basque in all areas
of society, including the media. To that end, the following priorities have

been established:

1. To increase the use of Basque in the media and promote the media in
Basque.

¢ Carryoutan evaluation of the Basque language mediaalreadyin existence
and define policy for the coming years, working in collaboration with the
other public bodies.

¢ Includelinguistic criteriain the developmentofnewlawsaffecting the media.

2. An evaluation must be carried out of all subsidies previously awarded
(including those relating to the media).

There mustalso be evaluation and qualitative analysis of the administrative
use of Basque, which must be carried outfrom various perspectives.

¢ Evaluate allawards and determine, together with other public bodies, the
strategy for the next few years.

® Determine objectives and criteria of subsidy for the next few years.
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* Determine precisely the procedure foranyfuture award schemes, with the
aim thatany bids are resolved within the first semester of the year.

3. Setup investigations designed to obtain information about sociolinguis-
tic development (Linguistic Indicators System of Euskal Herria or EAS).

¢ Define and update the indicators directed at the sector programmes in
collaboration with EUSTAT: including the media sector.

Asfor financial aid for the consolidation of the media in Basque, the Basque
Government'said policybegan almostassoon as the governmentitselfwasset
up, after approving the Basque language Law. Naturally, the quantities and
objectives of the grantsawarded have varied throughout thelast 22 years. Dur-
ing the earlyyears, subsidies were given to periodical publicationsin Basque,
initiallymagazines (atthattime therewere no Basque language newspapers).
This was followed by the first tentative attempts to publish a newspaper in
Basque, to which the Basque Governmentresponded in 1986 by allocating a
specific grant programme for weekend newspapersin Basque, alongside the
programme for magazines. Between the years 1987 and 1989, another sub-
sidy was introduced for periodical publications in Basque, and Basque-lan-
guage weeklies. Through this aid the Basque Government attempted to lay
the potential foundations for a daily press in Basque. Obviously, the quanti-
ties awarded have increased substantially. Initially, in the case of periodical
publicationsin Basque, they amounted to € 144,000. This applied to a small
number of publications: some 8 magazines, for example, in 1991. However,
in 2006 a total of € 4,750,000 will be awarded in grants aimed at promoting
the consolidation, developmentand normalisation of the pressin Basque.

Thisyear the subsidy hasbeen increased by 11.8% over the 2005 figure, and
asis shown below, the majority of the funds made available to the media are
for the support of the printed press (newspapers or magazines).

Basque Country. Media Subsidies in 2006
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Newspapers 1,848,200
Magazines 1,998,500
Radios 305,200
Television 500,000
On-line publications and agencies 98,100

Total 4,750,000
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The following media and periodical publications may apply for subsidy:
1.1. Group A. Daily press written entirely in Basque.

a) Sub Group Al: newspapers wholly in Basque, available to the public
throughout the geographical area where Basque is spoken.

b) Sub Group A2: newspapers wholly in Basque, available to the publicin a
specific town or area of the Basque Autonomous Community.

1.2. Group B. Magazines and supplements written entirely in Basque.

a) Sub Group B1: generalinformation magazineswritten entirelyin Basque,
available to the public throughout the geographical area where Basque is
spoken.

b) Sub Group B2: general information magazines written entirely in
Basque, available to the public in a specific town or area of the Basque
Autonomous Community.

¢) Sub Group B3: specialist magazines (opinion, science, music, nature,
etc.) written entirely in Basque, available to the public throughout the geo-
graphical area where Basque is spoken.

d) Sub Group B4: magazines for children or young people written entirely
in Basque, aslong as they are distributed separately from any other newspa-

per or magazine.

e) Sub Group B5: supplements written entirely in Basque of newspapers
published mainly in Spanish.

1.3. Group C. Properly authorised radio stations that broadcast partially or
entirely in Basque.

a) Sub Group Cl1: properly authorised radio stations that broadcast entirely
in Basque.

b) Sub Group C2: properlyauthorised radio stations that broadcast partially
in Basque.
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1.4. Group D. Television channels thatbroadcastpartially or entirelyin Basque.
a) Sub Group D1: television channels that broadcast entirely in Basque.
b) Sub Group D2: television channels that broadcast partially in Basque.

1.5. Group E. Internet newspapers and magazines and news agencies
entirely in Basque.

The subsidy applies to the following expenses:

e Expensesdirectlyattributed to development, production and distribution
of news and general media in Basque.

¢ In the case of media thatare wholly or partially translations or adaptations of
magazinesin languages other than Basque, only those expensesnecessary for
the translation of the contents and the publication and distribution thereof.
¢ In the case of newspaper or magazine supplements thatare also published
whollyin Basque, only those expensesdirectlyattributed to the printing and
distribution of the supplements published independently, separate from
the newspapers or magazines they accompany.

The criteriaapplied to the printed pressare to take into account the following:

® Degree to which they are self-financing.

¢ Circulation: ratio between the number of copies printed and the number
sold/distributed; means of distribution and geographical area covered.

®Readers: potentialnumber of readers, planstoincrease readership;initia-
tives to maintain current number of readers.

® Product: number of pages, cost per page and new features.
¢ Quality: design and journalistic approach.
¢ Circulation: number of copies and geographical area of distribution.

* Number of pages.
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The mediasectorisastrategic one. Itisfor thisreason thatwe have the EITB
(publicly-fundedradio and television), anditisbecauseitisso strategic that
it is given such financial subsidies. Some 43.9% of the total subsidies
awarded by the Vice-Ministry of Linguistic Policy goes to the media, and over
the last 5 years (2002-2006) this quantity has increased by 38%. A compari-
son between this year's subsidies and the corresponding figures for 2005 is
rather revealing:

Basque Country. Media Subsidies in 2005 and 2006
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Subsidies to the media, in total 3,800,000 4,750,000 25.00

Daily printed press distributed

throughout the whole of the

Basque-speaking area 1,400,000 1,526,000 126,000 9.00
Local daily printed press 300,000 322,200 22,200 7.40
Magazines and supplements 1,580,000 1,998,500 418,500 26.50
Magazines distributed throughout

the whole of the

Basque-speaking area 505,030

CAV Magazines 408,120

Specialist Magazines distributed

throughout the whole of the

Basque-speaking area 1,580,000 397,850

Magazines for children
and young people 179,850

Basque-language supplements
to Spanish press 507,650

Radio stations 280,000 305,200 25,200 9.0
Local TV channels 150,000 350,000 233.30

Internet Magazines 90,000 98,100 8,100 9.00

From the table above:
® The subsidies to the press over and above the municipal or local level,

whether newspapers or magazines, have gone up by 9%, and those to the
local pressby 7.4%. The difference in these two figures can be explained, we
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believe, by the fact that a public organisation like the Basque Government
is obliged to attach priority to the press distributed throughout the whole
of the Basque-speaking world, or, atleast, circulating throughout one of'its
“historic territories”.

® Berria: 9%. In total € 1,526,000. According to these figures, Berria, the only
newspaper written in Basque and distributed throughout the whole of the
Basque area, will receive € 4,900 for each edition to hit the streets every day.

® Magazines published in Basque only, both general information and spe-
cialist, have received an increase of 9%.

® Radios: increase of 9%.
°® Online magazines and newspapers exclusively in Basque: up by 9%.

® Local press, thatis to say, newspapers and magazines circulated locally or
in one region: increase of 7.4%.

e Local TV channels: increase of 233.30%.

* Anewgrantprogramme aimed at those newspaperswhose main language
is Spanish but which publish a weekly supplementwholly in Basque.

The biggestrise isin funding forlocal television (up 233.30%, to € 500,000
in total), reflecting the Basque Government's special wish to promote such
TV channels. We are extremely interested that the Basque language has a
sound base in awide range of new TV channels. Nor is this our only stake in
the world of television. We have introduced a series of criteria in the DTT
decree with the aim of guaranteeing a firm foothold for the Basque lan-
guage in all TV channels, both publicly-funded and private. We have closed
the doors on Spanish-only TV channels and opened one for Basque-only
channels. The Basque language now hasits place assured in allareasand on
all television.

Itis our intention to broaden the presence of the Basque language in all
kinds of media: the printed press, radio, local television and so on. We have
tohelp Basque speakersand those who have learned Basque asasecond lan-
guage toimprove their command of their language, giving them the chance
to use it naturally in all situations in their daily life.
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What is more, this year we have opened a new grant programme aimed at
promoting the publication of Basque-only press supplements, enabling the
language to gain an ever-more significant role in the media, including the
Spanish-language press, which is the most widely available press to poten-
tial Basque readers. We want to offer an opportunity to thousands of Basque
citizens to put their language skills into practice and to make Basque lan-
guage newspapersand magazinesavailable to all the Basque speakersin our
areawho optfor thatmedium—according to CIES figures, a total of 887,000
readers. We believe that if we are to offer an efficient Linguistic Policy in
favour of Basque — a task which falls to the Basque Government —itis in
our interest to make the language attractive so as to encourage people to
read in Basque, even it this is in the context of mainly Spanish language
printed newspapers and magazines such as Noticias, Gara, Deia, Correo or
Diario Vasco.

The mediain Basque is a strategic area for this government, itis true, butit
is not the only field that deserves attention. If our objective is to boost the
use of Basque, itis clearlyimportant that those who work in the media them-
selves contribute to this effort. At the same time, to increase the use of
Basque in our everyday life, within our regular social circles, when socialis-
ing, itis important thatit be used more and more widely— and ata higher
level of quality — in the media, which has such a strong influence on mod-
ern society. We should not forget that it is the media that makes Basque
speakers out of people who have learned Basque in the classroom.

Thisiswhy the mediaissoimportant, becauseitisakeyfactorwhenitcomes
to promoting the use of the language. Butitwould be a very narrow view to
regard the media as being the only field that is vital in this way. There are
other areas that can be considered equally important.

Naturally, the office of the Vice-Ministry of Linguistic Policy also considers
itnecessary to encourage and promote the use of Basque by the following
means: teaching Basque literacy and language skills to adults; promoting
the use of Basque in the workplace; supporting Basque-language youth
clubs and associations which provide settings where children and young
people can use Basque naturallyin their leisure activities; finding a place for
Basque in the world of information and communication technology; creat-
ing a wide range of quality digital material in Basque; promoting Basque
within the public administration, so that it becomes a working language
more than a mere service language; extension of the EBPN (the General
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Plan of Promotion of the Use of the Basque Language) to affect the social
life of every town and village.

To conclude, I believe thisisan ideal time to look back on these subsidies. It
isnotacase of measuring the challengesand problems of the Basque media
by the size of their subsidies and dealing with them on that basis. Such an
attitude might well serve to calm the consciences of some, and to justify
undertaking a specific procedure; but to me that would be playing it safe,
bordering on self-delusion.

We cannot leave the future of the Basque media to chance, with market
forces and profit margins as the only deciding factors. We harbour no
doubtsabout this, and this attitude of ours explains the generous subsidies
the Basque media have been receiving for years. Nowadays, thereisnotone
single Basque language medium that does not receive a considerable pub-
lic subsidy. Merely providing subsidies, however, will not solve the media's
problems.

Weneed to think about the kind of mediawe have, about the progress made
so far and the prospects for the future, and, most of all, about the relation-
ship between the pressanditsreaders. When all is said and done, we should
notforgetthatitisthe readerswho judge the press, who acceptorrejectthe
press. A press product is useless if it doesn't have readers, or if it does not
increase its readership. So we need to examine how far we are meeting the
expectations and the wishes of the thousands of Basque speakers who are
potential readers of Basque-language printed media. We must guarantee
quality and plurality, and consider seriously how long it will be possible to
maintain presentand future public subsidies as a necessity, without that neces-
sityturning into dependence. If the need for public subsidiesisnotfinite, how
and to what extent should decision-making power be given to the public
authorities? Thisand much more could be cause for reflection, and should
be so for the media themselves: notjust as far as the size of the public subsi-
dies is concerned, but rather in direct relation to the state of health of the
Basque-language media.

We must start to think again about these questions, and about much more.
On the 20" of December, when presenting this Government's policies, we
made a commitment to assess the progress made so far and the progress in
the future in Basque-language media. We decided thatitwas vital to recon-
sider the media presence needed for the Basque language . We will begin

Press Subsidies and Linguistic Policies
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this process of reflection within the public institutions, aiming to address
the same issues thereafter with the media themselves — we are firm believ-
ersin the value of pro-active collaboration.

Above all, the work being done to benefit the Basque language needs co-
operation and contributionsfrom everyone. The Basque mediaare making
great efforts, their contribution has been vital in revitalising the language
and there isno doubt that their work will also be of greatimportance in the
future. This is why these media have always been able to count on the sup-
portofthe Basque Government, and theywill continue to have thatsupport
in the future. Our aimis to promote and strengthen the work being done to
benefitthe Basque language, seeking toincrease its use in everydaylife. But
thiswork mustbe donein the open, where allvoiceswill be heard, and work-
ing hand-in-hand with public institutions. This is the direction we are cur-
rently moving in, together with a full range of different agents.
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Policies for Aid to the Press in Catalonia

Xavier Marcé
Director, Catalan Institute for the Cultural Industries (ICIC), Generalitat de Catalunya (Government

of Catalonia)

The Purpose of Language Grants

Periodicals are an important vehicle for disseminating culture, they con-
nectcreatorsand eventswith the public, they contribute to building aspace
for communication and they enrich the nation's cultural heritage. Culture,
training, information and entertainmentis transmitted through language.

Aware of this fact, at the start of the 1980s the Government of Catalonia
introduced a system of aid to the press awarded by two government min-
istries whose roles complement each other: the Presidential Department,
forall the media, and the Departmentof Culture, for the written press. The
main objective of this policywas to help rebalance the market, which showed
a marked bias against Catalan, in favour of Spanish, both in supply and
demand. This occurred when the Catalan Government, the Generalitat,
was reinstated as part of the Spanish transition to democracy. This was an
unstable periodfor the pressin Catalan, making automatic aid based on the
language used the bestinstrument to tackle the situation.

The factthat this basic aid still exists 25 years on makesitseem that the press
in Catalan —andin the Aranese variety of Occitan spokenin the north-west
of Catalonia —is still far from being competitive with the pressin Spanish,
which has a wider potential market and greater access to advertising, etc.
However, over this period there hasbeen a positive change thatmakesit pos-
sible to reconsider the objective and scope of this aid.

Today, the processing and renewing of aid to the press is done by the two
ministries: the Presidential Ministry, through the Secretariat of Communi-
cation (SC), and the Ministry of Culture, through the Catalan Institute for
the Cultural Industries (ICIC). While the SCis responsible for the written
press as part of the media in Catalonia, the ICIC, which is also responsible
forbooks, acts on behalf of publishersaswhole —many of which often share
interests, products and problems — and deals with subject matter falling
under both culture and business.

Press Subsidies and Linguistic Policies
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1.Data on Catalonia to be
taken into account: Popu-
lation: 5,471,200. Catalan
is the native tongue of
48.8% of the population,
and the language of habit-
ual use of 50.1%. A total of
74.4% of the population
canread Catalan (Estadis-
tica d'usos lingiiistics de
Catalunya 2003, Institut
d'Estadistica de Catalunya
2004).

For newspaper reading,
38.1% read a daily newspa-
per, alower rate than the
European average of
46.1%. 23.3% of the popu-
lation never read daily
newspapers, while the
European average is 12.8%
(Indicadors de consum i prac-
tiques culturals de Catalunya
enrelacio a Europa, Departa-
ment de Cultura, 2004.
2001 data).

2. Estadistiques Culturals de
Catalunya 2005, Departa-
ment de Cultura, 2006.

3.Guia de Mitjans de
Comunicacio en Catala,
APPEC, 2005. No compar-
ison can be made with pub-
lications written in Span-
ish, since there is no census
of all publications pub-
lished in Catalonia. The
Circulation Audit Bureau
(OJD)monitors around
300 publications pub-
lished in Catalonia.
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The ICIC and the SC have been working together alongside professional
associations in the sector since 2005 to agree support policies for the press,
especially the Catalan-language press.

Furthermore, since 2005 the SC's subsidies have been awarded on the basis
of open competition and have been made public to ensure democratic
transparency (as the ICIC already did in the past), rather than through the
arbitrary system of secretive subsidies that was used previously.

Characteristics of the Press in Catalonia

Alook at the current press scene in Catalonia shows the following charac-
teristics:1

a) The press (in Catalan and Spanish) has been one of the fastest-growing
sectorsinrecentyears, despite the general crisisin broadcasting. According
to the most recent data available, from 2003,2 the press sector has a Gross
Value Added of € 387,851,000, the third highestin Catalonia, behind only
audiovisual media (television and radio) and books. It also employs 8,068
workers, the second largestworkforce in Catalonia, second only to the book
industry.

b) There isastrong Catalan media space in terms of the number of publica-
tions and readers, but it is weak in terms of territorial cohesion, business
scope and bargaining power.

¢ Strengths: qualityand coverage of content, publicand regions; promotion
ofassociations;language asakeyvalue; and working in partnership with cul-
ture and society.

* Weaknesses: afragmented sector, lacking powerfulindustrystructure; few
cooperative services; invisibility atsales pointsand bookshops; excess of sup-
plyin Spanish;lower advertising market;and aweaker commitmentto com-
petitiveness, professionalisation and new technologies.

c) Catalonia has around 600 publications in Catalan, of which only a small

proportion have their circulation audited by the Spanish Circulation Audit
Bureau (OJD).3
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d) 21 newspapersare published in Catalonia, including general and sports
newspapers. Sixteen are paid-for newspapers and 5 are free; 12 are in Span-
ish, 8in Catalan and 1 in English.4 There are 30 free publicationsin total, of
which 17 are general, and only 21% (158,446 copies) of those circulated
(750,930 copies) are in Catalan. 3

e) For weekly publications and magazines, the proportion in Catalan
increases, especially for weekly publications (up to 49%), thanks to the
efforts of the local press in Catalonia, including free and paid-for newspa-
pers, nearly all of which are in Catalan. This historical local press is one of
the key characteristics of the press in Catalonia. However, the local press is
faced with the problem of a lack of recognition when negotiating advertis-
ing, since readership measurement systems are not designed for this scale.

f) The press in Catalan is not published by large corporations. The large
Catalan press corporations (Grup Godo, Grup Zeta) publish mainly in
Spanish, with their marketreaching beyond Catalonia to the rest of Spain.
Butthe Catalan press,which currently consists mainly of small and medium
enterprises, is beginning to come together, while large corporationsin the
rest of Spain and further afield are also beginning to move into the Catalan
market. Another trend that can be observed is that of written-press firms
utilising various new distribution channels.

g) There are around 130 magazine publications in Catalan distributed
throughout the whole of Catalonia, and this is growing slowly but steadily.

h) Though there are some long-established free publications, the free press
hasonlyreally taken offrecently, over the pastfive years: the number of read-
ers has increased, there is a local focus, the sector is strong in urban areas
and among peoplewhoarereluctantto buynewspapers, and apartfrom the

day-to-day urban newspapers, many of these publications are in Catalan.

i) Indicators show that the following are key aspects of the current press
scene:

¢ free press and the local press;
¢ production of content;

° mergers;
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4.Estadistiques Culturals de
Catalunya 2005, Departa-
ment de Cultura, 2006.
2004 data. In 2005 Catalo-
nia Today became a weekly,
paid-for newspaper.

5.Most free publications
are not included because
of the lack of available
data.
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® increasing ties between different media;

® impact of new technologies.

Some Details on State Aid Awarded by the Catalan Government

The key question being posed today is whether the press in Catalan should
always, in all cases, receive aidin order to offsetits disadvantages, orwhether
new aid strategies should be sought that are more appropriate to the cur-
rent situation of the press in Catalan. Today, in addition to the diversity of
choice outlined above, we can also distinguish between publications thatare
profitable without state aid, those that need the aid to be profitable and
those thatare not profitable, with or without aid.

The changes to state aid currently being studied in order to make itappro-
priate to the situation in the coming yearsaim to address one of the two poles
of the market: demand. Publishing for the sake of publishing no longer
makes sense, now that there is sufficient supply. We must rather do every-
thing possible to reach the reader.

Indeed, the second competitive aid for the written press, the aid to projects,
whichwasintroducedin the mid 1990s to complementautomatic aid, aimed
to help businesses grow and develop their market.

The types of aid currently granted to the written press are:
1. Competitive areas

¢ Subsidies towards publishing and marketing periodical publications in
Catalan and Aranese (automatic aid)

Granted by the ICIC, thisis the main form ofaid to the pressin terms of the
number of beneficiaries and the size of the budget. Itis awarded automati-
cally,based on the language used, the objective being to correct the market,
thereby strengthening the economic and territorial fabric of the press in
Catalan.

This aid for 2006 amounted to € 4,465,000, a 25% increase on the 2005 fig-
ure, with an unvarying percentage that supports businesses and national

Press Subsidies in Europe

(i.e., throughout Catalonia) publications and noticeably improves contri-
butions to local publications, which are an asset to culture, society and the
local area.

The subsidy is calculated based on the number of issues published and the
circulation of the publication during the previous calendar year, as well as
criteria based on how regularly it is published, where it circulates and the
type of publisher. We should also highlight the distinction made between a
fixed quotaand avariable quotalinked to structural problems (marketing,
retail outlet, etc) for publications other than national newspapers (thatis,
newspapers for the whole of Catalonia.

In 2005, the free press wasincorporated with criteria based on the editorial
content, the use of Catalan, how regularly the publication is printed, the
legal status of the publisher (business/organisation) and the circulation.

The following tables, referring to 2005, show how the “typical” beneficiary
ofaidisalocal magazine published byan organisation, while the lion'sshare
of subsidies goes to eight newspapers (seven of which are paid-for and one
of which s free).

Automatic Aid 2005

2

8

By Publication Frequency

Daily 8 2.6 2,103,876.95
Weekly 44 14.3 386,013.39
Magazines 83.1 865,353.66
TOTAL 100.0 3,355,244.00

By Publisher Type
Business 119 38.8 2,907,858.23
Organisation 188 61.2 44'7,385.77
TOTAL 307 100.0 3,355,244.00
By Geographical Coverage
National (Catalonia) 115 37.5 2,042,718.74

Local 192 62.5 1,312,525.26
TOTAL 307 100.0 3,355,244.00

Press Subsidies and Linguistic Policies
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6. Projects may only
receive subsidies through
one of the two institutions.
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* Subsidies to projects

Granted by the ICICand the SCin accordance with the “single-window” sys-
tem,5 the aid to projects is to support company positioning on the basis of
two main purposes: publishing a new publication and marketing activities
(improving the product, widening the market, holding seminars, etc).
Unlike the automatic aid, this aid is not based solely on the language used,
butthe language isa positive aspectin the assessment. For the publishing of
new publications, only those in Catalan or Aranese are eligible.

For the ICIC, the majority of subsidies in both number and amount go
towards marketing, accounting for 80% of the total budget. However, aid
for new publications has increased considerably from just two publications
in 2002 to eleven in 2005. Moreover, the number of applications has
increased by 73% since 2002.

ICIC Subsidies To Projects 2005 - By Purpose

Q0
d

&
New publication 186,000.10
Marketing 1,013,999.90

TOTAL 1,200,000.00

The Presidential Departmentawarded 56 subsidies, outofa total of 92 appli-
cations, amounting to €5,536,335.

SC Subsidies to Projects 2005 - By Purpose

#
O
@“’8

New publication 481,040.00
Marketing 5,055,295.00

TOTAL 5,536,335.00
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2. Non-competitive areas

In the following cases the Government provides aid without holding a com-
petition:

¢ Agreements and aid to support representative bodies in the sector

The ICIC has long-term agreements with the four associations that repre-
sentthesectorin Catalonia, providing aid thatis of collective and structural
interest: the ACPC (specialised national press), the ACPG (free publica-
tions) and the ACED (daily newspapers).

¢ Other agreements and direct aid

Awarded byboth the ICIC and the SCwhere competition is not possible but
the bodyis considered to be of interest to the sector and for the Catalan com-
munication space.

An example is the 2005-2008 agreement signed by the ICIC, the Presiden-
tial Department and the Communication and Culture Audiences Private
Foundation (Fundacc) to introduce the Communication Barometer, a tool to
measure and analyse readerships in Catalonia so as to overcome present
shortcomingsin this measurement.

Finally, the sector can apply for the ICIC's general aid available to all sectors
of culture for business developmentand for measurestoreach outtoamore
global market.”

3. Summary of aid to the written press in 2005

The total contribution by the Catalan Government to the written press in
2005 was approximately € 12 million, of which half was through the ICIC
and half through the SC.

Future Challenges

Aswe have already explained, the changesin the sector have made itneces-

sary to open up new areas and to manage without the traditional support
offered through public funds, which historically have limited most areas of
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7.Business Development
Area provides the follow-
ing aid: Refundable Pay-
ments (linked to the success
of the project, and with
refunds never exceeding
105% of the amount paid
out), Crédit Cultura (agree-
ment with five financial
institutions for a overall
pool of € 15 million to
fund cultural firms), Pub-
licitat a Risc (agreement
with Catalan national tele-
vision for television adver-
tising campaigns) and Con-
sultoria Cultura (general
and personal consultancy
for firms in the culture sec-
tor). The International
Marketing Areainvites
applications for subsidies
for attending international
festivals, fairs and markets
(with a total of € 600,000
for the entire culture sec-
torin 2006).
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activity and most of the budgetfor general aid aimed at production.
In the future we must particularly strengthen the following areas:

* Logistics.

¢ Distribution.

¢ Increased consumption: look at marketing issues in greater depth.
¢ Increased visibility of sales points.

This means that if we are to make the supply more competitive, automatic
aid mustbe adapted to today's needs, and marketing and distribution must
be strengthened both in the Catalan market and in other regions where
Catalanisspoken: the BalearicIslands, Valencia, French Catalonia, eastern
Aragon, Andorra and the city of Alghero, in Sardinia. There must also be
action to provide management training, given the lack of professionaliza-
tion in the sector.

Furthermore, the ICICis preparing anew type of aid for both the press and
the bookindustrythataimsto promote genres thatare mostdifficult to mar-
ket, such as culture and the essay, and strategic readerships, thatis children
and youngsters, who are the readers of the future.

Atthe same time, we need to promote reading through strategies and cam-
paigns that take into account new technologies and the public's new con-
sumption habits.

Press Subsidies in Europe
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State Aid in Community Law

Josep Maria de Dios

School of Law, Autonomous University of Barcelona

Introduction

Direct or indirect provision of state aid to economic operators produces,
or may produce, a distortion of competition law when other economic
operatorsin the same field with the same marketare notafforded the same
privileges. Indeed, through both national legislation and community law,
and even internationally (for example, the WTO has the Agreement on
Subsidies and Countervailing Measures, SCM Agreement), there are legal
instruments to guarantee that where this state aid is awarded it is to meet
objectives that are specially deserving of protection, and that the aid does
not imply a change in the rules of competitions. For this reason, and
because the aid belongs to the State, the position of the law is to attempt to
limit the awarding of such aid and make it subject to strict conditions.

No economic operator participating in the market can escape compliance
with these conditions since they all carry out economic activities and must
have the same conditions for access to this market and for remaining in it.
However, in each case it is necessary to analyse the body receiving aid, the
scope of the aid, its objective, the benefiting operator or operators, the mar-
ket affected, and its size, and the possibility that the aid produces benefits
or hasagreater common interest that should be respected.

This paper takes an overalllook at the European Community system for state
aid and the effects this legislation has on a specific sector of the economy
(and not a market): the written press. The paper, therefore, is an overall
analysis of the concept of state aid in community law; the aim of the regula-
tion of state aid within the European framework; the principle and the
exemptions in the admissibility of state aid and how itis regulated in com-
munity law; and, finally, the possible relation between state aid to the writ-
ten press and community law.
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The Concept of State Aid in Community Law

Article 87(1) of the EC Treaty provides a concept of aid that includes any
kind of aid granted by member states or through state funds —i.e., public
funds or resources — that distorts, or threatens to distort, competition by
benefiting certain undertakings or products, if such aid effects trade
between member states. We can therefore start by defining state aid as any
intervention made by a state body thataims to produce, or has the effect of
producing,areductionin the financial costs thatare normallyin the budget
of economic operators.!

If we take this definition we find itisvery broad, and that we must take three
elementsinto account: the aid, the grantorand the beneficiary.

The first concept, aid, may cover many types of action carried out by state
authorities. Itincludes both positive action, such as subsidies or any kind of
direct financial aid, as well as action that we could refer to as negative, but
which is of substantial financial significance and the purpose of which is to
grant specific benefits to the beneficiaries.? Indeed, the types of interven-
tions that both the Court of First Instance and the EC Court of Justice have
classed as aid have been extensive and varied. These include, for example,
operating aid (aid that has the objective of relieving an undertaking of the
expenditure required for the costs of its day-to-day management and usual
activities),3 aid established through state guarantees or public guarantees
to loans taken out by economic entities,4 tax benefits,? interest rebates on
export credits,® , deferred tax provisions, debt cancellation, reduction in
energy costs,” ... With the exception of specific situations, such as de minimis
aid, as provided for in Commission Regulation 69,/2001 ,8 the amount
awarded isnota determining factor for whether aid is accepted at the com-
munity level, since, as the Court has stated, relatively small amounts of aid
may affect trade between member statesif the sector towhich the undertak-
ing belongs is very competitive? or the market structure is based on a large
number of small enterprises (such as the road transportsector) .10 Butat this
pointwe mustmakeitclear thatnotallaidisincompatible with the common
market, and therefore not all aid is included in the prohibition in article
87(1) of the EC Treaty, butrather other circumstances are necessary, which
will be outlined later on.

The European Commission has a wide range of discretion, since it has the
competence to determine whetherspecific aidis compatible or notwith the
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1. We can find more on this def-
inition in, for example, the rul-
ingmade by the Court of Jus-
tice of the European Commu-
nities on 14 April 2005 in the
case brought by AEM against
I'Autorita per l'energia elet-
tricae perilgas (C-128/03i C-
129/03), Collection.

2.Thisinclusion of both direct
and indirect contributions in
the conceptof aid goesall the
wayback to the first rulings
‘made by the EC Courtof Jus-
tice. For example, in the Judg-
mentof 25 June 1970, case
47/69, France v Commission,
the Courtstated: “Inits
appraisal the Commission
must take into consideration all
those factors which directlyor
indirectly characterise not only
aid, properlyso-called, for
selected national activities, but
also the indirectaid”.

3.See, for example: Judgment
of the Courtof 8 June 1995,
case T-459/93, Siemens SAv
Commission; Judgmentof the
Courtof 19 September 2002,
case C-113/00, Spainv Com-
mission; and 27 November
2003, case T-190/00, Regione
Siciliana v Commission.

4.Judgment of 13 June 2000,
case T-204/97 and T-270/07,
EPACv Commission.

5Judgment of 22 November
2001, case C-53/00, Ferring.
However, we must not forget
that, in principle, fiscalmeas-
ures that affect all economic
operatorsinamember state
should be considered general
measures rather than state aid.

6 Judgment of 7 June 1988,
case 57/86, Greecev
Comision.

7.Judgment of 2 February
1988, Joined cases 67, 68 and
70/85, Van der Kooy v Com-

mission.

8.See Official Journal of the
European UnionNo. L10, of

13 January 2001. According to
this regulation, in principle, the
prohibitionin article 87(1) of
the ECTreatyregarding state
aid doesnotapplyto aid
received byan undertakingnot
exceeding to more than

€ 100,000 over a period of
threeyears.

9 Judgment of 29 September
2000, case T-55/99, Confed-
eracion Espanola de Trans-
porte de Mercancias (CETM) v
Commission; Judgmentof 4
April 2001, case T-288/97,
Regione autonoma Friuli-
Venezia Giuliav Commission;
Judgment of 6 March 2003,
case T-228/99 and T-233 /99,
‘Westdeutsche Landesbank
Girozentrale v Commission.

10 Judgmentof 15 June 2000,
cases T-298797, T-312/97, T-
313/97,T-315/97,T:600/97a
T607/97,T-1/98, T:3/98aT-
6/98,and T-23/98, Alzettaand
othersv Commission. Also
Judgment of 26 September
2002, case C-351/98, Spainv
Commission.
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11. As the Court of Justice
stipulates, when the Commis-
sion must examine the impact
ofaid on competition and
intra-Community trade, it
must weigh the beneficial
effects of the aid againstits
adverse effects on trading
conditions and on the mainte-
nance of undistorted compe-
tition. Judgment of 29 April
2004, case C-372/97, Italyv
Commission.

12.See Judgment of 13 Sep-
tember 1995, joined cases T-
244/93 and T-486/93, TWD v
Commission, or Judgments
of 6 October 1999, case T-
110/97, Kneissl Dachsteinv
Commission and T-123/97,
Salomon v Commission, and
others.

13 Judgment of 13 June 2000,
joined cases T-204/97 and T-
270/97, cited above, and, for

example, Judgment of 8 July

2004, case T-198/01, Technis-

che Glaswerke Ilmenauv
Commission, and of 29 April
2004, C-372/97, Italy v Com-
‘mission.

14 Judgment of 18 Novem-
ber 2004, case T-176 /01, Fer-
riere Nord v Commission.
See also the earlier Judgment
of 19 September 2000, case
C-156/98, Germany v Com-
mission, inwhich the Court
madeit clear that the obliga-
tion of the Commission to
justify whyit considereda
grantof state aid to be illegal
isrelated to the right of the
persons concerned toa
defence, and similarly Judg-
ment of 19 October 2000,
joined cases C-15/98 and C-
105/99, Italyand Sardegna
Lines v Commission.

15 Judgment of 21 March
1991, case C-305/89, Italyv
Commission.

16.Judgment of 30 April
1998, case T-214/95, Vlaamse
Gewestv Commission.

17.We must bear in mind arti-
cle 86 of the EC Treaty, which
stipulates that, in the case of
public undertakings and
undertakings to which mem-
ber states grant special or
exclusive rights, member
states may not enact any meas-
ure contrary to the rules con-
tained in the EC Treaty, in par-
ticular those on competition
and state aid. This shows that
these undertakings are incor-
porated into the community
market and the rules that reg-
ulate it, especially those rules
on competition law.
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common market.!1 This discretion, however, cannot be exercised arbitrar-
ily, but rather taking into account economic and social aspects within the
contextof the European Community, and always subject to the possible judi-
cial review of the European Community institutions that have this func-
tion.12 Thisshould limit the control of the Commission's discretion to four
issues: ascertaining that the rules of procedure have been complied with;
thatthe reasoning is sufficient (an obligation also imposed by article 253 of
the ECTreaty); that the factsare correct, and that there isno manifest error
of assessmentor misuse of power.13 Furthermore, in its discretion the Com-
mission is bound by the notices it has issued concerning the subject. 14

The second concept, the grantor, is also a very broad term. We can see that
article 87 refers to aid granted by states, but State does notrefer to the State
in the sense of a country, butrather itrefers to a concept thatincludes any
aid granted by “public bodies”!3 or by “public authorities”16 in a member
state. Thismeans the conceptofthe grantorincludesall aid, whether direct
or indirect, granted by public authorities or bodies that, within or beyond
their competences (this issue affects only the internal system for the distri-
bution of competenceswithin each State), provide aid toan economic oper-
ator. Once again, as we have already mentioned when referring to the con-
cept of aid, not all aid granted by a public authority of a member state is
incompatible with the common market. The circumstances described in
article 87 must exist (i.e., that trade between member states is affected and
competition between member states is distorted or there is a threat of such
adistortion).

Finally, regarding the beneficiaries of the aid, these must be economic opera-
tors, thatis, operatorswho are active on the market, whose activity affects the
Community market and who receive aid that affects, or could affect, trade
between member states. In this regard, beneficiaries include both public
undertakings!7and private undertakings, since all participate in the market,
and all can affect Community-wide competition through the aid they may
receive. The aid may also have been granted individually to specific under-
takings, to specific undertakings in a sector or to specific business groups.

Objective of the Regulation of State Aid within the European Framework

Aswe have just outlined, state aid is regulated within the community laws on
competition, therefore we can state thatthe objective of the general principle
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of the prohibition of state aid (though itis a principle, thisis not an absolute
or unconditional prohibition)18 enacted through article 87(1) of the EC
Treatyis to prevent undertakings from participating in the community mar-
ketwithunequal opportunitiesdue to publicauthoritiesgranting certain eco-
nomic benefits. This is evident in the very structure of the EC Treaty, which
placesregulations on state aid in the chapter on “Rules on Competition”.

The temptation for public bodiesand authoritiesis to grantaid to economic
operators. The granting of this aid can mean, and in fact does mean, that
the economic operators that benefit from itreceive an economic payment
oroperating aid placing these beneficiariesin a position thatis distinctfrom
that of those who do notreceive such aid. As aresult, operatorsin the same
market that have notreceived such aid find that they are actually, or poten-
tially, disadvantaged in away that the marketshould notallow. Policy on state
aid in the EU must therefore be aimed at upholding and supporting com-
petition law. This means that, in addition to the actual provisions thatregu-
late state aid per se (articles 87 to 89 of the EC Treaty and numerous provi-
sions in secondary legislation that affect state aid), there are other provi-
sions that, while regulating other community affairs, require that the eco-
nomic operators and public authorities be loyal to the marketif they are to
guarantee their objectives.

We mustnotforget the contextwe are in and the freedoms and guarantees
set out by the European Union to attain its objectives. We must therefore
remember thatwe are in a supranational context, in a huge market, which
in order to function correctly has established a series of rules that attempt
both to prevent the distortion of the market and to implement measures
thatguarantee the participation of the economic operatorswithin the mar-
ket. If we are to analyse the EC Treaty, we see in article 2 that the Commu-
nity must establish a common market that, among other things, mustlead
to the creation of an internal market characterised by the abolition, as
between member states, of obstacles to the free movement of goods, per-
sons, services and capital (article 3(c) of the EC Treaty), conducted in
accordance with the principle of an open market economy with free com-
petition (article 4 of the EC Treaty). The legislation and the Community
institutionsaim to guarantee thisfree competition both through rules con-
tained in the Treaty itself (especially articles 81 and 82 of the EC Treaty on
joint activity between undertakings and abuse of a dominant position
respectively), and through rules in secondary legislation enacted in vari-
ous community regulations.
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18.Judgment of 8 November
2001, case C-143 /99, Adria-
‘Wien Pipeline and Wieters-
dorfer & Peggauer Zemen-
twerke.
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19.For example: Judgment of
the Court of 13 July 1988,
case 102/87, France v Com-
mission, in which the Court
stated: “Aid to an undertak-
ingmaybe such as to affect
trade between the member
states and distort competi-
tionwhere that undertaking
competes with products com-
ing from other member states
evenifitdoesnotitself
exportits products”. Clarify-
ing slightly this affirmation,
inJudgment of 14 September
1994, joined cases C-278/92,
C-279/92 and C-280/92,
Spainv Commission, the
Courtstated: “Where state
financial aid strengthens the
position of an undertaking
compared with other under-
takings competing in commu-
nity trade the latter must be
regarded as affected by that
aid. For that purpose, it is not
necessary for the beneficiary
undertakingitself to export
its products”. This principle
was later reaffirmed by the
Courtin Judgment of 17 June
1999, in case C-75/97, Bel-
gium v Commission. The
Court of First Instance made
iteven clearer in Judgment of
6 March 2002, joined cases T-
127/99,T-129/99 and T-
148/99, Diputacion Foral de
Alava and others v Commis-
sion, stipulating that state aid
“granted to an undertaking in
order to enable it to start
manufacturing a certain
productin amember state
has the effect, ina competi-
tive market, of reducing the
opportunities for undertak-
ings established in other
member states to export their
products to the market in that
member state”.

20.For example, in Judgment
of 21 March 1990, case C-
142/87, Belgium v Commis-
sion the ECJ stated: “Having
regard to the interdepend-
ence between the markets on
which community undertak-
ings operate, it is possible
that aid might distort compe-
tition within the community,
evenif the undertaking
receiving it exports almost all
its production outside the
community”.
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We see, therefore, that this community regulation on state aid, originally
based on the principle of the prohibition of state aid, must be considered
within the context of avery specific economic situation (the common mar-
ket) in which there are also very specific objectives: to guarantee the estab-
lishmentof thismarket, free access toitand the freedom of all participating
economic operators to remain therein, with equal conditions and no exter-
nal interference from national public authorities which, by favouring one
of these operators, puts the others, whether directly or indirectly, ata disad-
vantage. Thisalsoimplieslooking from a broad perspective and putting the
conceptofthe marketfromalocal perspective on one side to open the con-
ceptup to the wider European perspective. From this perspective we must
reach the conclusion thatthe objectiveisthatno State, in the broadestsense
of the term, acts in a way that somehow puts its own economic operators in
amore advantageous position than economic operators in other member
states that participate in the same market. We should notunderstand this as
meaning thatthe prohibition applies only to aid to economic operators that
export to other member states, because aid granted to operators or under-
takings in the local market may also affect EU competition in that the aid
may make access to the local market more difficultfor economic operators
from otherstates thathave notreceived such benefits,19in the same way that
aid granted to an undertaking that exports principally to countries thatare
not EU members may also distort EU competition.20

We can see, therefore, that the problem of state aid isrelated to competition.
On the one hand the states, through their different levels of expression of
their public power, choosewhether ornottograntstate aid to their closesteco-
nomicoperators, thatis, the Community consists of 25 statesand theirvarious
levels of administration that grant state aid and have the power to do so. But
at the same time there is one, single, uniform regulation for the whole Com-
munity (whichisalsonationallegislation, like all communitylaws) ,which lim-
its the granting of such aid and ensures that competition isnot damaged.

Principle and Exemptions Regarding the Admissibility of State Aid and
how itis Regulated in Community Law

In this area we should differentiate between principles that govern the
granting of state aid and state subsidies, and the principle which, from the
perspective of communitylaw, mustbe taken intoaccountwithregard toaid
granted by the State.
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Thismeans that, in all the aspectswe have seen, the principles thatmustgovern
state aid are diverse. We must not forget, therefore, that state aid comes out of
state funds, and as such, mustrespectaseries of aspects. At the same time, how-
ever, neither mustwe forgetthat thisaid can distortthe marketand have adverse
effectsuponitsoperators,whichnotonly consider themselves deprived of these
benefits, butalso suffer the adverse effects while paying out the aid received by
their competitors through their contributions to state funds. This is why the
granting of aid mustbe subjectto aseries of principles. The main principlesare:

® Principle of Legality (i.e., legislation to govern the granting of aid).21

® Principleof Transparency (to guarantee the publishing both of the proposed
aid and of the granting of aid).

® Principle of Objectivily (to guarantee both that the purpose of the aidisactu-
allynecessary or, if applicable, does nothave adverse effects on the market,
and that the beneficiaries genuinely deserve the aid).

® Principle of Control of Grants and theFulfilment of the Objectives for which the Aid
was Granted (this means there must be both an economic control of who
granted the aid — i.e., a control by the bodies responsible for public
finance2?2 —and a legal control carried out by the relevant administrative

and legal bodies).

® Principleof Respect for Competition Law (in the sense thatneither the purpose
nor the effect of aid is to produce adverse effects on the marketin which it
is situated).23

However, though, aswe have already said, these are the principles (or some
ofthe principles) thatmustgovern state aid, aswe have also said, in commu-
nity law there is also a principle, along with exemptions, that must be taken
into account with regard to state aid. As has become clear in the previous
sections, the community laws governing state aid are founded upon the
principle of the prohibition of aid where it has certain consequences. Itis
clear, though, that this prohibition is neither absolute norunconditional .24

Article 87 of the EC Treaty classifies the aid into three groups:

a. The starting point is that state aid is incompatible with the common mar-
ket, and therefore prohibited. If granted, the Commission will take the nec-
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21.In Spain, thislegislation
includes the General Law on
Subsidies, Law 38/2003 of 17
November, published in Offi-
cial Spanish Gazette (BOE)
issue 276, 18 November 2003;
and in Catalonia, italso
includes the Legislative
Decree on the revised text of
the Law on Public Finance of
Catalonia, Legislative Decree
issue 3/2002, 24 December,
published in the Official
Journal of the Government
of Catalonia (DOGC) issue
37917, 31 December 2002.

22.In Catalonia these
include, for example, the
Sindicatura de Comptes
(publicaudit office), whichis
the body responsible for
supervising the economic,
financial and accounting
managementin the Catalan
publicsector.

23.In this regard we should
bear in mind that, in Spain,
article 19(3) of the Law on the
Defence of Competition
envisages that the Court for
the Defence of Competition,
either at its own initiative or at
the request of the Minister of
the Treasury, analyse the cri-
teria used for granting state
aid to see what effects it has
on the conditions for fair
competition. See Law
16/1989 of 17 July 1989, on
the defence of competition,
BOEissue 170 of 18 July
1989.

24Judgment of 8 November

2001, case C-143/99, cited
above.
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25.This restrictive interpreta-
tion of exceptionality, reiter-
ated by the Court of Justice in
other areas of community
law, has been reaffirmed by
this Court through various
rulings, such as Judgment of
15 December 1999, joined
cases T-132/96 and T-

143 /96, Freistaat Sachsen
and others v Commission;
Judgment of 19 September
2000, case C-156/98, Ger-
many v Commission; Judg-
ment of 30 September 2003,
case C-301/96, Germany v
Commission; Judgment of 30
September 2003, joined cases
C-57/00 and C-61/00, Freis-
taat Sachsen and others v
Commission; and Judgment
of 29 April 2004, case C-
277/00, Germany v Commis-
sion. The reason why all these
rulings are for cases in Ger-
many can be found in the
exemption made in article
87(2)(c), which refers to the
possibility of providing aid to
benefit the economy of cer-
tain German regions.

26.The procedure for the
notification and processing
of state aid, expanding on
article 88 of the EC Treaty, is
governed by Regulation
659/1999 of 22 March, estab-
lishing the provisions for the
implementation of article 93
of the EC Treaty (now, after
amendment, article 88)
(OJECissue L83 of 27 March
1999). This regulation is also
governed by Regulation
794/2004 of 21 April, estab-
lishing provisions for the
implementation of EC Regu-
lation 659/1999 (OJEC issue
L140 of 30 April 2004).
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essary steps to make sure the beneficiary returns the amountreceived to the
administration from which it was granted. However, for aid to be classed as
incompatible, certain conditions enacted by the samelegislation mustbe met:

a.l. The aid must affect commercial trade between member states, thatis, it
must affect the community market. This means that the effects must go
beyond the local market or the market of the member state where the aid
was granted.

a.2. The aid must distort, or threaten to distort, competition while benefit-
ing certain undertakings or productions. Once again this refers to the dis-
tortion of competition at the community level, whether through direct or
indirectaid, and whether itis granted to, or benefits, certain undertakings
—whetherindividual or in a sector — or aims to assist certain productions,
whether to launch them, sustain them or eliminate them.

b.- There are certain types of aid that have been declared compatible with
the common market, though these are limited and are for specific reasons
(article 87(2) of the EC Treaty). Generally we can say that all such reasons
are exceptional circumstances, and must therefore be subject to restrictive
interpretation.25 The exemptions provide various circumstances for social
aid to individual consumers (if this does not discriminate based on the ori-
gin of the products), aid to address damage caused by disasters, and a spe-
cial exemption regarding certain German regions.

c. Finally, certain types of aid can be compatible with the common market,
if they fit one of the conditions in article 87(3) of the EC Treaty. All these
exemptions are for aid that has a positive effect on the European Union,
whether, for example, to contribute to the development of less-favoured
political (article 87(3) (a)) or economic (article 87(3) (c)) regions, to pro-
mote projects of common interest to the whole Community, or to promote
the cultivation and preservation of heritage. Although this case is an excep-
tion to the general rule, it dealswith a differentsituation. While the second
section of article 87 deals with compatible aid, this third section deals with
aid that may become compatible.

Although thisis the basic legislation for state aid, there is also a series of sec-
ondary legislation provisions thataims to streamline the processing of aid for
which public bodies mustinform the European Commission,26 aswell as to
provide criteria by which certain aid can be exempt from notification if the
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requirements established in the regulations are met. This is an innovation
in thissector thatenables the Commission to concentrate more ofits efforts
intoaid thatmaybe more relevant to the whole of the Community. With this
new policy, the Commission aims to distinguish between aid that must be
prohibited owing toitsadverse effects on the market, and aid thatsomehow
mightbring aboutimprovements to this market, or that could be necessary
or supported by the market.27 The aim of the latter is to speed up process-
ing by drawing up collective exemption rules based on the validity of some
state aid in certain areas if the aid meets exactly the same criteria indicated
in the relevant legislation.28

The categories of aid that are exempt from notification, and therefore
acceptable with regard to community law, are the following:

®Regulation 68/2001 of 12 January 2001 on aid for training (and amended
by Regulation 363,/2004 of 25 February 2004),29 which exempts aid for
training from notification, as long as the percentage of the aid does not
exceed a certain percentage of the total cost of the project. This maximum
percentage varies according to several criteria set by the regulation.

* Regulation 69/2001 of 12 January 2001 on the application of articles 87
and 88 of the EC Treaty to de minimis aid.30 This regulation allows aid to
be granted to any kind of undertaking as long as the aid does not exceed
€ 100,000 over any period of three years, irrespective of the form of the
grant or the objective pursued.

* Regulation 70/2001 of 12 January 2001 on the application of articles 87
and 88 of the EC Treaty to state aid to small and medium enterprises.31 This
affects aid granted to small and medium enterprises for areas related to
investment, consultancy, research and development, technical viability
studies, acquisition of patent rights, access to new technologies and trans-
fer of technology. The legislation aims to give recognition to the role of
small and medium enterprises in employment and economics in Europe,
aswellastoimprove theiraccess to areas that the size and possibilities of this
type of enterprise does not always allow them to reach.

* Regulation 2204,/2002 of 12 December 200232 on the application of arti-
cles 87 and 88 of the EC Treaty to state aid for employment, which aims to
promote employment by promoting access to aid to facilitate the employ-
ment of disadvantaged and disabled workers. This is especially aimed at
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27.This new policy allows the
Commission to focus, as we
have said, on analysing aid
thatmay have harmful effects
on the market. Itis also in line
with the guidelines of the Lis-
bon European Council held
in 2000, where one of the
issues addressed was that of
‘making the European Union
amore competitive and
dynamic economy. Through
this policy and its State Aid
Action Plan for the years
2005-2009, the European
Commission, while not elimi-
nating the adverse effects this
aid may have on the common
market and the policy on
competition, points out that
such aid must be reduced and
putright by the member
states. It should be reduced
because tis often too high
both in number and in quan-
tity, and putright because
they should generally benefit
action that benefits the Euro-
pean market, making it more
competitive internationally.
This is why the Commission
indicates that aid must be
directed towards areas that
are closer to research and
development; investment risk
thathelps create new eco-
nomic operators; services of
general interest that guaran-
tee that the objectives of pub-
licservice are attained; pro-
moting sustainable develop-
ment while respecting envi-
ronmental concerns; and cre-
ating new infrastructure in
the transport, energy, infor-
mation and communication
sectors.

28.Itwas with this in mind
thatRegulation 994,/98 of 7
May 1998, OJEC.issue L142
of 14 May 1998 on the appli-
cation of articles 87 and 88
(formerlyarticles 92 and 93)
of the EC Treaty to certain
categories of horizontal State
aid. This regulation aims to
make it possible for the Com-
mission to draw up regula-
tions that mean that certain
types of aid can be consid-
ered compatible with the
common market.

29.0JEC issue L10 of 13 Jan-
uary 2001 and OJECissue
163 of 28 February 2004.

30.0JEC issue L10 of 13 Jan-
uary 2001.

31.0JECissue L10 of 13 Jan-
uary 2001, amended by Regu-
lation 364,/2004 of 25 Febru-
ary 2004, OJECissue L63 of
28 February 2004.

32.0JECissue L337 of 13
December 2002, with errors
corrected in OJEC issue L349
of 24 December 2002.
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33.As the Court of First
Instance states: “The Com-
mission is not required to
demonstrate the real effect
of illegal aid on competition.
Article 92(1) of the Treaty
(now, after amendment, Arti-
cle 87(1) EC) declares not
onlyaid which distorts com-
petition to be incompatible
with the common market but
also aid which threatens to do
50”. Judgment of 30 January
2002, case T-35/99, Keller
and Keller Mecanica v Com-
‘mission.

34.For example, Judgment of
29 September 2000, case T-
55/99, Confederacién
Espaiiola de Transporte de
Mercancias (CETM)v Com-
‘mission states that “the prohi-
bition applies to any aid that
distorts, or threatens to dis-
tort, the competition, what-
ever the quantity might be, if
itaffects trade between mem-
ber states”.

35. Judgment of 10 July 1986,
case 234/84, Belgium v Com-
mission; Judgment of 2 Feb-
ruary 1988, joined cases 67,
68.and 70/85, Van der Kooy v
Commission; Judgment of 21
March 1991, case C-305/89,
Ttalyv Commission.

36.Judgment of 13 July 1988,
case 102/87, France v Com-
mission; Judgment of 21
March 1991, case C-303/88,
Ttalyv Commission; Judg-
ment of 11 July 2002, case
152/99, HAMSA v Commis-
sion; Judgment of 15 June
2000, case T-298/97 and oth-
ers, Alzette v Commission;
Judgment of 4 April 2001,
case T-288/97, Regione
autonoma Friuli-Venezia Giu-
liav Commission.
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small and medium enterprises, or at disadvantaged regions that benefit
from regional aid.

In addition to these regulations, the Commission has also made a series of
declarations that clarify the Commission'sviewpointon certain types of aid,
aswell aswhether certain types of aid are compatible with community law.

Butregarding the application of any of these regulations, we must not for-
getthat,ifwelookbackatarticle 87 of the EC Treaty, we see that the aid must
affect commercial trade between member states for it to be incompatible
“with the common market”, and thismeans that the situationswe could refer
to as internal, that do not affect competition in the community market, are
excluded from this regulation.

On this point we must look at two issues: the market as a geographical area
andwhatthe community dimensionis; and the productmarket, which while
situated in ageographical area, is also related to a specific product and how
itisrelated to other products it may substitute or to which it has certain ties
thatare affected by competition law.

Firstly, concerning the real or potential effects33 of aid on the whole Com-
munity, the commercial trade between member states hasbeen a condition
that has not only been enacted by the EC Treaty in article 87, but also reaf-
firmed and interpreted on numerous occasions by the Court of Justice and
the CourtofFirstInstance throughout theirjurisprudence.34In thisregard,
though in a much more superficial way, we can highlight some principles
(some of which have been mentioned above) regarding the effects on the
community market:

¢ Aidforundertakings thathave ashareholding in the common marketshall
normally be incompatible with the community objectives, even if such aid
is to prevent the undertaking from disappearing.35

¢ Aid granted to undertakings that do not export to any other State may
also be contrary to community law and affect trade between member states
iftheymake itharder for productsfrom undertakings originating in other
member states to setup in the territory of the first State — in case that, for
example, domestic production can be maintained or increased through
this aid.36
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¢ Aid granted to undertakings that export a large part of their production
to non-member countries may also distort the Community rules of compe-
tition, and therefore affect intra-community trade.37

¢ Neither the amount of aid awarded nor the size of the beneficiary undertak-
ing are sufficient criteria to exclude the possibility of aid being deemed incom-
patible with EU competition.38 As the Courtstates, if the gain produced by the
aidislow, the distortion of competition is low, but there isstill a distortion.39

¢ Aid that contributes to increasing the market power of one undertaking
with regard to others is considered to affect community trade.40

¢ Aid that aims to start the manufacturing of a certain productin amember
stateislikely to affecttrade between memberstatesifithas the effectofreduc-
ing the opportunities for products and services established in other mem-
ber states to export their products to the market in that member state. 41

In addition to effects on the community market in the sense of trade
between member states, there must also be effects on the market of the
product, taking the productitselfinto account, aswellasinrelation to other
possible substitute or competing products _ i.e., products the consumers
consider to be similar because of their properties, price or use. The Court
ofJustice hasmade this clear through many judgments on competition law,
as well as through occasional judgments on state aid, such as in the book
industry in the SIDE case,*2 where the Court stated:

“In order to establish whether, in the course of assessing whether an export
aidin the book sector maybe regarded as compatible with the common mar-
ket, competition is affected to an extent that is contrary to the common
interest for the purposes of Article 92(3) (d) of the Treaty (now, after
amendment, Article 87(3) (d) EC), itis necessary to define the market on
which the aid takes effect. So far as concerns the material definition of the
market, in order to be considered the subject of a sufficiently distinct mar-
ket, it must be possible to distinguish the service or the good in question by
virtue of particular characteristics that so differentiate it from other serv-
ices or other goods that it is only to a small degree interchangeable with
those alternatives and affected by competition from them. In that context,
the degree of interchangeability between products or services must be
assessed in terms of their objective characteristics, aswell as the structure of
supply and demand on the market, and competitive conditions”.
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37 Judgment of 21 March
1990, case C-142/87, Bel-
gium v Commission.

38.Judgment of 21 March
1990, case C-142/87, Bel-
gium v Commission; Judg-
ment of 7March 2002, case C-
310/99, Italy v Commission;
Judgment of 6 March 2003,
Jjoined cases T-228/99 and T-
233/99, Westdeutsche Lan-
desbank Girozentrale v Com-
mission; Judgment of 4 April
2001, case T-288/97, Regione
autonoma Friuli-Venezia Giu-
liav Commission, Judgment
of 19 September 2000, case
C-156/98, Germanyv Com-
mission; Judgment of 26 Sep-
tember 2002, case C-351/98,
Spain v Commission; Judg-
ment of 13 February 2003,
case C-409/00, Spain v Com-
mission; Judgment of 29
April 2004, case C-372/97,
Italy v Commission.

39.Judgment of 30 April
1998, case T-214/95, Vlaamse
Gewestv Commission.

40.Judgment of 20 Novem-
ber 2003, case C-126/01,
GEMO; Judgment of 14 Sep-
tember 1994, case C-278/92
and others, Spain v Commis-
sion; Judgment of 17 June
1999, case C-75/97, Belgium
v Commission; Judgment of 7
March 2002, Italy v Commis-
sion; Judgment of 11 July
2002, case T-152/99, HAMSA
v Commission; Judgment of
29 April 2004, case C-372/97,
Italy v Commission.

41.Judgment of 6 March
2002, joined cases T-127/99
and others. Diputacion Foral
de Alava and others v Com-
mission.

42.Judgment of 28 February

2002, case T-155/98, SIDE v
Commission.
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43.In the judgment cited in
the previous footnote, the
Courtstates: “Assoonasa
publicauthority assists an
undertaking operating in an
industry sector characterised
byintense competition by
granting aid, there is a distor-
tion of competition or a risk
of distortion occurring”.

44.Judgmentof the Court of
First Instance of 28 February
2002, case T-155,/98, SIDEv
Commission.
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In addition to taking the productmarketinto account, other aspectsare also
considered, such as the intensity of competition,*3 the position of the ben-
eficiaryin the market, etc.

State Aid to the Written Press and Community Law

The objective of this final section is to examine — using the information we
have alreadylooked at— to what extent state aid to the written press affects
community law and to what extent it breaches articles 87 et seq. of the EC
Treaty. While carrying out this analysis, we will use articles 87(1) and 87(3)
to look at state aid in the true sense of the term, and article 86 to look at the
conceptof services of general interest.

Regarding the first point, and the application of article 87(1), we already
know thatforaid to be prohibited from this provision, three conditions must
be met, in addition to the existence of state aid offering benefits to certain
economic operators. These three conditions are: that the beneficiaries be
economic operators; that the aid affect other member states; and that com-
petition be distorted. But we must also take into account the market, or at
leastthe marketin question,and we mustremember thatin the written press
there are different markets: newspapers (and these could even be divided
upintonational press,local press,and pressin aregional or second national
language), the specialist press, the tabloid press, etc, so that according to
each marketand type of aid granted, whatever the purpose, we can find dif-
ferent solutions. Indeed, we should remember the jurisprudence given by
the Court of First Instance, 44 which affirms that:

“So far as concerns the material definition of the market, in order to be con-
sidered the subject of a sufficiently distinct market, it must be possible to
distinguish the service or the good in question by virtue of particular char-
acteristics that so differentiate it from other services or other goods that it
is only to a small degree interchangeable with those alternatives and
affected by competition from them. In that context, the degree of inter-
changeability between products or services must be assessed in terms of
their objective characteristics, aswell as the structure of supplyand demand
on the market and competitive conditions (Judgment of the Court of First
Instance of 21 October 1997, Deutsche BahnvCommission, T-229 /94, Col.
p 1I-1689, chapter 54, and jurisprudence cited above).”
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This means that aid granted to alocal periodical publication would proba-
bly not be equal to that granted to a national publication; that aid to a pub-
lication in a language that benefits from special protection from the State
would not be equal to that granted to a publication in another language;
that aid to a general daily newspaper would probably not be equal to that
granted to a specialist publication; that aid granted to a daily newspaper
would probably not be equal to that granted to a newspaper not published
daily. The interchangeability between these different types of publications
makesitimpossible to provide an overall solution for the written press, given
the different markets and opinions that exist.

Butifwe are to search for general aspects, we see that:

a.Aid granted to undertakings in the written press are economic operators
that operate in the European Community (we shall not look further into
whether their operations affect the community marketand trade between
member states). In thisregard, we mustremember that publishers ofawide
variety of sizes are operating in the market. Some are large communication
groups; others are much smaller. This is why it is very important to deter-
mine who the beneficiary of the aid is, how much is awarded and what the
purpose of the aid is. Itis possible thatarelativelylowamountofaid granted
to a powerful business group butfor a very specialist product targeting the
local or regional market be exemptfrom the prohibition in article 87(1) of
the EC Treaty.45 Indeed, the European Parliamentemphasises the possible
role the local and regional media, as opposed to commercial media, can
play in promoting pluralism in sources of information and protecting lin-
guistic and cultural diversity, since the markets are small, and the large
media groups often do not target these markets for economic reasons. But
generally the mainfactorishowinfluential the agents of newsundertakings
are considered to be as economic agents rather than as an entity that pro-
vides information to the public and guarantees the democratic principles
of the member states through the plurality they provide.

b.-Regarding the effects on other member statesand the possible distortion
of competition law, we can also reach the conclusion that other member
states are affected based on the type of economic operator and the objec-
tive of the aid. This was the conclusion reached, for example, by the Com-
mission in its Decision of 14 December 2004 on aid granted by Belgian
authorities to the Flemish written press. The Commission stated that, con-
sidering that the publishing market in the Flemish region also includes
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45.See, for example, Com-
‘mission Decision of 14
December 2004, state aid to
Espacio Editorial Andaluza
Holding, S.L.
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46.Though it does not con-
cern precisely this issue, we
could consider the Commis-
sion Decision of 1 July 1998
regarding the “Plan Renove
Industrial”. The Commission
stated: “Where the recipients
are public or private bodies
providinglocal or regional
publicservices not open for
competition on the basis of
Community legislation with
carriers from other member
states, trade between mem-
ber states is not affected
within the meaning of Article
92(1) [now, after amend-
ment, Article 87(a)] of the
Treaty”. Regarding this deci-
sionsee OJECissue L329 of 5
December 1998, p 23 etseq.

47 Regarding the exemption
for culture, the Council and
the Commission have
adopted favourable stances
to state aid towards cinema
production in order to com-
pete with large-scale, non-
European productions and to
promote culture and cultural
diversityin the member
states. This favourable stance
is evident in the Communica-
tion from the Commission of
14 December 1999 on the
Principles and guidelines for
the Community's audiovisual
policyin the digital age; the
Council Resolution of 12 Feb-
ruary 2001 on national aid to
the film and audiovisual
industries OJEC, issue C 73
of 6 March 2001; the Commu-
nication from the Commis-
sion of 26 September 2001 on
certain legal aspectsrelating
to cinematographic and other
audiovisual works, OJEC
issue C43 of 16 February
2002; or the Communication
from the Commission of 16
March 2004, on the follow-up
to the Commission communi-
cation on certain legal aspects
relating tocinematographic
and other audiovisual works,
COM (2004) 171 final, OJEC
issue C 123 of 30 April 2004.

48.0JEC, issue L85 of 2 April
2005.
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other sectors, such as the advertising, printing and distribution markets,
and that there is trade between member states in the sector of publishing
products referred to by the aid, the public funding scheme aimed at fund-
ing improvements to the quality of Flemish press products published in
Dutch benefited an economic sector and affected trade between member
states. This meant the measure must have been considered as state aid, as
defined in article 87(1) of the EC Treaty. In this sense, then, the state aid
granted to the written press according to its characteristics may also be con-
sidered aid in accordance with article 87 (1) of the EC Treaty, and therefore
be in breach of community law. If there are no effects on other member
states, however, the rules in the Treaty shall notapply in this area.46

Now thatwe have seen that the common market can be affected, according
to each case, by state aid received by the written press, and that there may be
adistortion of competition law, we must look at whether there are any pos-
sible exemptions to this general rule. This can be found in article 87(3) of
the ECTreaty. Butwe mustfirstremember that thisisan exception,and must
therefore be subject to restrictive interpretation to prevent all the exemp-
tions being applicable to all cases. Furthermore, the aid must be propor-
tional to the objective being pursued. This means that the exemptions that
have been applied to the written pressare those mentioned in parts (c) and
(d) of this article.

Firstly, beginning with the above exemption, we may ask whether aid to the
press can be considered to be exemptibleas aid for the promotion of culture.
This exemption is already provided for in other areas of community law,
such as for the free movement of goodsin article 30 of the EC Treaty, which
wasincorporated through the 1992 Maastricht Treaty (Treaty on European
Union), and has served to benefit the European publishing and cinema
industries.#7 We must therefore take into consideration, for example, the
Commission Decision of 20 April 200448 on the aid implemented by France
in favour of the Coopérative d'exportation du livre francais (CELF), which
takes into account that even though the state contributions made by the
French Ministry of Culture are considered to be state aid, these had anegli-
gibleimpacton trade between member states and the rules of competition,
and the purpose of the aid was cultural, to guarantee the spread of the
French language and French literature to non-French-speaking countries
and regions where it is difficult to obtain such publications because of the
lowdemand, the difficulties in administering orders and the cost of export-
ing the products. Thisiswhy aid was granted to the exportagents, toreduce
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the fixed costs associated with processing each order. The Commission
therefore understood that, considering the exemption in article 87(3) (d),
and thatarticle 151 of the EC Treaty obliges institutions in the Community
to contribute towards strengthening and fostering the cultural diversity of
member states, the action taken by the French authorities was covered by
87(3) (d) of the EC Treaty, and therefore the aid could be deemed compat-
ible with the common market.

Asfor the press, it must be determined whetherit can be considered as cul-
ture. If we stick to the interpretation made by the Commission, taking a
restrictive interpretation of the exemption, the press, assuch, isnotconsid-
ered to be culture. This means that the educational and democratic needs
ofthe member statesare not culture asdefined in article 87(3) (d) of the EC
Treaty. However, specific projectsfor which aid isgranted are considered to
be culture if they are clearly cultural (for example, aid towards the free dis-
tribution of books toreaders ofanewspaper).49 And as the Commission has
stated, aid that may benefit from this exemption is that which is limited to
specific projectsrelated to the national conceptof culture, bearing in mind
that the concept of culture must be applied to the content and the nature
of the publication, and not to the medium or the distribution itself.50

But although the exemption in article 87(3) (d) of the EC Treaty seems to
be notapplicable toall aid to the written press, in the case of aid to the Flem-
ishwritten pressitwas considered that the aid was covered by the exemption
inarticle87(3) (c),since the objective was to preserve the pluralism of infor-
mation and of publishing cultures, and this is covered by article 151 (4) of
the EC Treaty, which states that the Community shall take cultural aspects
into accountinitsaction under other provisions of this Treaty (asis the case
with article 87), in particular in order to respect and to promote the diver-
sity of its cultures.5! Once the aid was in line with the principle of propor-
tionalitywith regard to the stated objective,and did notdistort trade in away
contrary to common interest, it was accepted by the Commission.

Finally, it must still be determined whether the written press, or any of the
sectors of the written press, can be deemed aservice of general interest, and
therefore be exempt from the application of the rules in the Treaty. It
should be noted that neither the term nor the concept of services of gen-
eralinterestis specifically stated in the EC Treaty. The Treaty, in articles 16
and 86, refers to “services of general economicinterest”. But the European
Commission has produced two documents on this issue: the Green Paper
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49.Thisis the case in Com-
mission Decision of 14
December 2004, state aid to
Espacio Editorial Andaluza
Holding, S.L.

50.Communication from the
Commission on the applica-
tion of state aid rules to pub-
licservice broadcasting,
OJECissue C320 of 15
November 2001; and Com-
‘mission Decision of 29 Sep-
tember 1999 on the funding
of a24-hour news channel
produced by the BBC, free of
advertising, and financed by
the BBClicence fee, OJEC
issue C78, 18 March 2000.

51.These aspects are also
guaranteed through articles
11(2) and 22 of the Charter of
Fundamental Rights of the
European Union.
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52.For more on these docu-
‘ments, see documents COM
(2003) 270 final and COM
(2004) 274 final.

53.According to the Commis-
sion, rather than providing a
unique European definition
of services of general inter-
est, aseries of elements
should be taken into account
and should serve as a basis
for the definition of this com-
‘munity concept. These ele-
ments would be universal
service, continuity, quality of
service, affordability, user
and consumer protection,
protection and safety, secu-
rity of supply, access to net-
works and interconnectivity
and media pluralism.

54.We will use the interpreta-
tion made by the Court of
First Instance when, regard-
ing the undertakings
entrusted with the operation
of services of general eco-
nomic interest, it states that,
according to the current arti-
cle 86(2), the undertakings
can escape the prohibition of
aid made in article 87 of the
EC Treatyif the only purpose
of the aid is to compensate
the additional costs of a par-
ticular mission that the
undertaking entrusted with
the operation of a general
‘economicservice, and that
the granting of aid is neces-
saryso that this undertaking
canmeet its obligations as an
economically balanced pub-
licservice.

55.COM (2003) 270 final,
OJECissue C 76, 25 March
2004.

56.Document A5-0230,/2004,
of 5 April 2004.

57.Cultural diversity is taken
into account within the actual
ECTreaty, inarticle 151(4). It
has also been subject to legal
regulations made in other
areas, such asin the 2001
Unesco Universal Declara-
tion on Cultural Diversity, or
the current Convention on
the Protection and Promo-
tion of Diversity of Cultural
Expressions.
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on Services of General Interest, of 21 May 2003; and the White Paper on Ser-
vices of General Interest, of 12 May 2004.52 These papers, for the purposes
thatare of interest to us, define these services?3 and highlight their charac-
teristics, including, as an essential component element, media pluralism.
However, this does not mean that the objective can be for all providers of
servicesof generalinterest to be exemptfromapplication of the rulesin the
EC Treaty, but only those that in certain cases require such exemption in
order to complete their mission of general interest.34 We therefore also use
arestrictive interpretation of the circumstances as an exception to the gen-
eral rule for the application of community law.

Here we must consider how this question would affect the written press. We
should underline the position of the European Parliament in various doc-
uments such as Resolution of 13 January 2004, on the Green Paper on serv-
ices of general interest,3 or the Report of 5 April 2004 on the risks of viola-
tion, in the EU and especially in Italy, of freedom of expression and infor-
mation.56 In these documents the Parliament emphasises that services
aimed atguaranteeing thatpluralisticinformation and cultural diversity are
maintained and promoted57 should not be included in the scope rules on
competition, given the contribution made by these activities,and the under-
takings thatguarantee them, towards the strengthening of democracy, polit-
icalandintellectual pluralism and freedom of opinion and expression in all
areas. This could serve as a basis to justify exempting from competition law
certain undertakings at certain times and for certain activities, since such
exemptions fulfil the stated objectives.

Press Subsidies in Europe

Issues and Challenges in the Provision of Press Subsidies

Robert G. Picard

Jonkoping International Business School, Jonkiping University

Press subsidies are provided for social purposes to promote political activi-
ties, spur cultural development, meet the needs of minority linguistic and
ethnic groups, and promote religious and other organizations sanctioned
by the State.

Press subsidies have existed since the first appearance of the press, but
their scale and scope have changed over time as states have responded to
national concerns over press developments. The policies developed over
the pasttwo centuries have created multiple means of support thatare typ-
ically uncoordinated and involve multiple administrative agencies. Most
presssubsidies supportnewspapers, butsome also supportmagazinesand
journals.

The first efforts to broadly address issues of press subsidies began three
decadesago asstatesbegan torespond to awave of newspaper mortalityand
anumber of European nations constructed extensive subsidy mechanisms
in efforts to reduce the demise of newspapers and the concurrent concen-
tration in the newspaper industry.

Interestin newspaper subsidies began in response to increasing newspaper
mortality during the 1960s and 1970s (see Table 1). A number of nations
undertook parliamentary inquiries and conducted policy research as they
created new subsidy policies. One of the earliest comparative studies of
these support mechanisms was made by Anthony Smith (1977) and since
that time anumber of studies have described and compared national press
support policies (Picard, 1985b; Santini, 1990; Holtz-Bacha, 1994;
Murschetz, 1997).

Most studies have consisted of mere descriptions of the types of state inter-
vention provided in various nations. Only a few have gone further to seek
explanations of patterns and causes. Research thatI conducted has found
that patterns of press intervention were related to national economic and
industrial policies (Picard, 1985a) and thatthe level or significance of inter-
vention in newspaper economics differed widely among nations (Picard,
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1984). These studies attributed differences among national policies to cul-
tural elements and to economic policies toward industries overall.

Table 1

Contemporary Press Subsidy Timeline

Governmental
studies of Financing of
newspaper advantages
deaths and and subsidies
concentration diminishes

New Newspaper | Newspaper
Wave of newspaper advantages mortality mortality
deaths in Western nations and subsidies returns increases
established

Although support for subsidies was initially strong in many nations, reduc-
tions in financial support because of economic fluctuations and austerity
programs began to significantly reduce the amount of support in Nordic
nations during the 1970s (Picard, 1986), and that support and the types of
aid continued to decline in the 1980s and 1990s. In Sweden, for example,
the downward trend in subsidy financing over the past two decadesresulted
in total subsidies falling from 707 million Swedish kroner (€ 76.4 million)
in 1980 to 514 million Swedish kroner (€ 55.57 million) in 2000, a decline
of about27% (Weibull, 2002) and in Finland total annual expenditures for
presssubsidiesin 2000 had fallenin real terms to theirlowest pointsince the
early 1960s (Picard & Gronlund, 2003). This pattern of diminishing support
isfound in mostnations.

The ability of subsidies to solve the problems for which they were provided
is debatable because the number of papers has continued to decline. Stud-
ies have shown that subsidies often have notaddressed the underlying eco-
nomic problems of the press; that the amount of subsidy provided has
diminished over time; thatdependence on subsidies can harm the ability of
publications to improve and grow, and that there is difficulty maintaining
political support for the subsidies.

Press Subsidies in Europe

Assignificant change in subsidisation occurred when policy changes priva-
tised post administrations and thus ended or reduced the postal subsidy,
which was the largest subsidy in most nations. Another change is occurring
because there are considerable concerns that direct subsidies — especially
operating subsidies—yviolate contemporary competition policy on state aid
due to rulings in other industries.

There are also concerns that the aid primarily benefits commercial firms
that do not serve specific social purposes and that aid mechanisms have
been used by publishersand dominant political parties to benefit their own
purposes. Problems in this regard have been especially evident in the
Swedish market where publishers often make operational and strategic
choices to ensure their continued subsidisation rather than improvement
of their papers (Picard, 2003; Ots, 2006). Two recent studies of Finnish
newspaper subsidies have also shown that the effects of subsidiesdonotnec-
essarily serve their stated purposes because they have primarily benefited
the press of the dominant political parties; are distributed unevenly when
compared to population geography; supportfewer papersandreaders than
in the past, and have shown dramatic increasesin cost per circulated copies
(Gronlund, Ranniko, & Picard, 1999; Picard & Gronlund, 2003).

Effects of Subsidies on Press Economics

Newspaper subsidies are a form of state intervention in the economics of
competitive markets that provide additional resources orreduce costsin the
industryorin specificfirms. State intervention includes directand indirect
subsidies, fiscaladvantagesand regulatoryrelief. The mechanismsselected
to support the press are nation-specific and produce patterns of interven-
tion reflecting the cultures, political realities and economic policies of the
nations.

Presssupporttoindividual firms affects companyfinances, allowing firms to
use the financial resources to pay expenses or to improve their balance
sheets. Tounderstand the impact of the support, one needs to consider how
itentersand affects the operating statementsand balance sheets of firmsand
the effectithason the financial performance of the company (Picard, 1995).

Most types of supportsimply help payvariable costs rather than fixed costs
of newspaper publishers so aid does not solve the fundamental economic
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and marketproblems of papers (Picard, 1994).If subsidies have little effect
on the financial or market situations of newspapers they cannot create
long-term sustainability but instead create dependence on the annual
handout of subsidies. Subsidies can only support sustainability if they
change the financial and market conditions of the recipient by helping
them restructure their operations, expand markets or acquire cost saving
technologies (Picard, 1991). Clear market strategies, improved manage-
ment practices and lower cost structures are necessary to improve the con-
ditions of most marginal newspapers. Subsidies can be directed to support
such activities (Lichtenberg, 1995).

Partof the difficulty in achieving intended goals with non-selective general
subsidies is that they do not change the competitive situation of firms.
Because dominantpapersinamarketalsoreceive the subsidy,itprovidesan
additional revenue stream and gives greater resources thatcan be puttouse
to provide advantages against secondary papers in the market.

Some states have indirectly subsidised press activities and avoided compet-
itive effects by providing support to journalists in the form of price reduc-
tions for travel and telecommunications. In France, for example, journal-
ists have a tax rate 30 percentlower than that of other workers (Harcourt,
2005:193).

Most aid has historically taken the form of fiscal advantages and indirect
subsidies, usually provided equally to all papers. Large directaid is prima-
rilyfoundin Northern Europe and hasa clearlink to political and cultural
purposes.

State support can promote competition, have no effect or harm competi-
tion in both the economic and information/idea markets. If one considers
different types of support, it is clear that most press subsidies provided by
states fall into categories that harm or have no significant effect on either
the economic or information markets (Table 2). Because they do not
change the competitiveness or sustainability of firmsreceiving the aid, they
cannot be a long-term solution to the economic and informational prob-
lems thatled to their implementation.

Subsidies and Competition Law

Press Subsidies in Europe

Table 2

Effects of Press Support on the Economic and
Information/Ideas Markets

Economic Market Information/Idea Market

Equipment/facility loans Equipment/facility loans
Selective production Graduated transportation rate
Subsidies Selective production subsidy
Ownership regulation’ Ownership regulation’
Political party aid® Political party aid®

Promote Competition

Equipment/facility loans Equipment/facility loans
No Major Competitive Selective production Graduated transportation rate
Effects Subsidies

Selective production subsidy
Ownership regulation’
Political party aid*

Ownership regulation*
Political party aid®

Non-selective postal rate
Advantage Price regulation
Weak regulation of anti- | Weak regulation of anticompetitive acts
competitive acts Ownership regulation’
Ownership regulation’ Political party aid®
Political party aid*
Price regulation

Harms Competition

! May promote or have no effect in the economic market or information/idea market depending upon its structure.
> May or may not have effects depending upon conditions.

Thereiscurrentlyno clear European Union position on press subsidies, pri-
marilybecauseithasnothadadirectoccasion to consider theissue. Subsidy
issues would potentially be taken up by the Competition Directorate Gen-
eral, the Internal Market and Services directorate General, or the Informa-
tion Society and Media Directorate General.

To date no major complaints or case has been taken up by the competition
DG, which would address issues of distortion of competition that might
result. The EU has, however, taken up similar cases regarding subsidies for
motion picturesand broadcasting, particularly publicservice broadcasting,
and have established abody of principles that have significantimplications
for press subsidies should they be addressed on competition grounds.

In my estimation, the primary reason that subsidies have not been subject
to EU review is that those papers receiving the aid are so weak and the
amounts of aid so low, that their competitors do not see it as significantly
altering competition, particularlyin the crucial advertising market.
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In the absence of significantcomplaints from other press competitors, EUand
domestic competition regulators have turned a blind eye to press subsidies
because they have greater competition issues to address in other industries.
Thissituation may change, however,if member statesrestructure existing sub-
sidies, provide them to new competitors, or create new types of subsidies.

The ability of the EU torespond to cultural and social policyissuesis more
limited than its ability to address economic policy issues because it has
been fundamentally empowered and structured as an economic and
industrial policy organisation. Although there are efforts to increase the
scope ofits activities, consensus among member states is mixed. The lack
of broad agreementaboutexpandingitsroles has made itdifficultfor the
EU to respond to media policy issues raised by the European Parliament
and Council of Europe.

Discussion

Research on the utility of subsidies indicates that state support can be suc-
cessful in the long run only if it is utilised as more than operating aid that
cover losses, that is, only if it results in a change in managerial and market
strategies and is accompanied by a restructuring of the costs of operations.
If used merely to pay operating costs and cover losses, subsidies ultimately
lead to resource dependency on the state aid and the firm loses market
incentives to improve their product and operations.

The optimal outcomes from the policy standpoint are for subsidies to
enhance the condition of papers so that their cost structures and market
situations improve and so that papers reinvest to enhance sustainability.
Negative outcomesare inability to save papers, long-term dependency on
aid or overprovision of subsidies that transfer wealth to produce
unearned profits.

For subsidies to be effective they need clarity in purpose and must address
the fundamental causes of the problems they are intended to solve. In the
contemporary environment of the so-called Information Society — with
more types of media than ever available and an enormous number of con-
tent providers— explicit purposes and unambiguousrationales for provid-
ing subsidies need to be provided and specific objectives and goals need to
be presented. Because of the expansion of the media, cross-media activities
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and changesin audience use patterns, “press policyisincreasingly difficult
to pursue in isolation from other media” (Ots, 2006, p. 15).

Subsidies need to be constructed to actually address the underlying eco-
nomicandmarketissues thathaveled to the purposesandrationale for sub-
sidies,and subsidies should be designed to produce effects thatmake it pos-
sible for subsidised publications to free themselves from state support at
some pointin their future.

In considering policy and its potential benefits we need to recognise two
distinct environments of press subsidies. First, there isan environmentin
which marketfailureresultsfromagenerallack of interestand supportby
audiences because of their preferences to use other media or other press
publications. In the second environment, market failure results from
structural and financial challenges despite and interest and support by
audiences.

The difficulties in the first environment cannot be easily solved by offering
press subsidies because the state subsidises something that the public nei-
ther wants nor consumes — thus the policy merely expends limited public
resources and does not produce the benefits desired.

Subsidies to address problems in the second environment can produce
benefits, however, particularly when they are intended to support
regional and secondary languages and cultures that may be less interest-
ing to national and international advertisers. To do so, however, requires
the presence of strong local identity and audiences willing to consume. If
those are absent, they mustfirstbe builtup through cultural organisations
and educational institutions before benefits can be produced through
press subsidies.

Subsidies for print media appear to work bestwhen provided to book liter-
ature and magazines because theyhave lowfixed costsand the subsidies can
easily be provided on a project or fixed term basis. Subsidies to the daily
press, however, tend to fail because they tend to deal onlywith variable costs
rather than the fixed costissues that present the primary cost problems for
daily newspapers.

In the current environment the wide range of media available and audi-
ence and advertiser choices that spread use across media have negated
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many of the previous effects of press subsidies. In making contemporary
policy, one needs torecognise that this changing media environmentis pre-
senting more choices toaudiences and significantly altering media use pat-
terns. Thisraises the question of whether presssubsidiesare the mosteffec-
tive means for serving the laudable social purposes that promptinterestin
them. Policy makers need to consider whether their existing or planned
subsidy systems are designed to preserve the form of communication (the
press) or to preserve its functions (facilitating social, political and cultural
interaction and development). If the later is the purpose they will have to
consider broader optionsinvolving other mediarather than merely focus-
ing on press subsidies.

In the short to mid-term, however, judiciously used subsidies can help
the press adjust to the changing environment and public goals can be
served with some well placed support. In the end, however, relying upon
press subsidies alone to produce and maintain the desired social bene-
fits will be futile.

Press Subsidies in Europe
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The Organising Committee of the Press Subsidies in Europe: Development,
Pluralism and Transparency Symposium, held in Barcelona under the aegis
of the Generalitat de Catalunya on 19 and 20 June 2006, having consid-
ered the contributions of more than one hundred speakers, moderators
and participants from different European countries and including mem-
bers of government, entrepreneurs, sector professionals and media pol-
icy experts, submits the following considerations as conclusions of the
event:

1. The Importance of the Role of the Press

The Organising Committee believes the press to play a decisive role in the
formation of public opinion, and thatitshould be given a pre-eminentrole
in the media systems of modern democracies, for reasons of information
pluralism, cultural diversity and quality of information. The fostering of
these values should constitute the main raison d'étreof press policiesin gen-
eral and subsidy programmes in particular.

2. The Press and Modern Media Policies

We believe that, at this time of stagnation of the readership of periodical
publications, multimedia and digital transformation, and flexibilisation
of anticoncentration measures and barriers to the entry of foreign capi-
tal into domestic markets, democratic media policies must pay greater
attention to the press sector.

More specifically, subsidy policies — deployed under criteria of trans-
parency and efficiency — can constitute an important tool within such
democratic policies, while overcoming the challenge of avoiding depend-
ence of the press on government or vice-versa.

3.Reasons for Defending Press Subsidy Policies
Views on subsidy policies are far from unanimous among all the political

and entrepreneurial agents involved. Indeed, they are a source of contro-
versy, with both detractors and defenders.

Press Subsidies in Europe

Having studied the arguments and the European cases submitted at the
conference, the Organising Committee feels that such programmes are
indeed democratically legitimate, on condition that they fulfil certain
requirements concerning transparencyand that theyaddress three main
objectives: the promotion of information pluralism, cultural and linguis-
tic diversity in the media and preservation of press quality and rigor, thus
effectively facing the challenges of concentration, cultural homogenisa-
tion and the need to maintain the quality of information.

4. Subsidy Time Frames and Diversity of Subsidy Models in Europe

Despite the downward trend experienced by subsidy programmes over
the last 20 years, this symposium has enabled us to appreciate the contin-
ued existence of awide range of direct subsidy types in national models,
adapted to their respective social, cultural and linguistic traditions.

The states with democratic corporatist media systems are those allocating the
highest budgets for the fostering of periodical publications, especially
those in fragile market positions. Among the countries participating in
the symposium, thisis true of Sweden, Norwayand Austria. In these coun-
tries, considerable state intervention has always been accompanied by a
strong tradition of press freedom, together with high commercial media
circulation levels and media linked to political and civil groups.

However, indirect subsidy modalities are also widespread and significant.
While preferential postal tariffs have gradually declined with the privatisa-
tion of Postal Services, practically all countries apply part or full VAT
rebates on newspaper sales.

5. Trends

However, evenin the face of the wide diversity of press subsidy programmes
in Europe, the symposium has also enabled us to see that certain common
modalities do exist, together with anumber of highly innovative measures

within these policies.

The commonest model, again especially deep-rooted in the demo-
cratic corporatist countries, is one of subsidies tonon leading publica-
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tionsreceiving scantadvertising resources or undergoing financial dif-
ficulties.

Press subsidies for linguistic reasons take a similar approach. Support
granted to minority language or less prestigious language press generally
involves subsidies to publications which are hard pressed to survive since
their language cannot compete in equal conditions with the protection
provided for official languages or with their access to larger markets.

Programmes aiming to supportinformation quality also play a significant
role, with allocation of resources for improved journalist recruitment,
employment of foreign correspondents and professional training or
research programmes on pressissues.

Thenewindirect presssubsidy modalitiesinclude the introduction of read-
ership promotion programmes. These are found within a more general
framework of modern analysis of the importance of reading foryoung peo-
ple and society in general.

Finally, the symposium provided evidence of the existence of programmes
for adaptation of press companies to multimedia convergence, which will
probably become a general practice over time.

6. Guidelines for the Design of Subsidy Policies

While acknowledging the importance of press subsidy policies, the Organ-
ising Committee also feelsitisimportant to highlight the requirements to
be complied with for full democratic legitimacy of such policies.

Pressindependence from the governments granting the subsidies, and gov-
ernment independence from subsidised press interests must be ensured.
Accurate definition of criteria and objectives is essential in the respective
calls, asis the transparency and independence of the awarding processes.

On this note, the symposium has heard of substantial reforms partially or
totally affecting the awarding process for direct subsidies. We have learned
about the first subsidy awards carried out by independent bodies, and that
many governments already draw on the expertise of consulting commit-
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tees for the purpose of the award process, committees which often com-
prise corporate press representatives and professional journalists.

On the other hand, subsidies mustbalance efficacywith sustainability. The
main argument against their existence is, precisely, the fact that they may
stimulate non-competitiveness. Situations in which subsidies generate an
excessive dependency of the beneficiaries on the benefactors, to the extent
that recipients fail to exercise competitive management practices secure
in the knowledge of renewed subsidies each year, must be avoided. The
symposium heard of subsidies addressed to attainment of structural
improvements, thereby ensuring economicrecoveryas opposed to perpet-
uating dependency. In any case, press subsidies should also entail efficacy-
verification mechanisms and appropriate indicators for assessment of the
degree to which goals have been achieved.

7. The Need for Research

The symposium also highlighted the need for in-depth comparative
research into press subsidy policies in Europe, in two main directions:
firstly, by increasing the number of countries considered, and moving
beyond Western European countries; and, secondly, by theoretical work
incorporating new conceptual fields and typologies enabling more accu-
rate definition of the complexity of such policies.

The symposium would like to acknowledge its gratitude to the Generalitat
de Catalunyaforitshelp in the organisation and running of the event, and
would like to point out that continuance and extension of the work done
here should fall within the remit of EU research and development frame-
work programmes.

8.On European Policyand the Results of the Symposium for European and
International Institutions

Publicsubsidies policyis partand parcel of EU competition policyand, yet,
despite this,notall communityinstitutions have analysed the issue in depth
since they feel it to be a strictly state level issue. However, the European
Union legalframework doesinclude subsidies for social and regional cohe-
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sion, sustainable developmentand cultural diversity, whether they correct
market deficiencies or not.

The European Union's defining trait is its respect for, protection and fos-
tering of its cultural, linguistic, social and political diversity. The sympo-
sium has made itvery clear that public subsidies to the press, in general —
given the unequivocally beneficial role of the pressin favour of democracy,
freedom and human rights—and tolocal and regional press in particular,
can be a driving engine for this very diversity.

Therefore, we consider the involvement of European Union institutions
in this debate a priority so as to ensure the issue is taken into account in
designing communication policies.

Presentation of the Results of the Symposium

The Organising Committee proposes to submit all the presentations and
conclusions of this symposium to the governments of the Spanish
Autonomous Communities; the Secretary of State for Communication of
the Spanish Central government; the Directorates General of Communi-

cation and Competition of the European Commission; the Culture and
Education Committee of the European Parliament; the Culture, Science
and Education Committee of the Council of Europe; the Committee of the
Regions and the Information and Communication section of UNESCO,
with the plea that they consider the need for promoting press protection
measures so as to benefit pluralism, the defence of cultural and linguistic
diversity in Europe and the quality of information.

The Organising Committee
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