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Executive summary

One of the Arrow project’'s tasks is to explore floles business models facilitating co-
existence and interoperability between public toftbns and commercial publishing
initiatives. In Europe, beyond the digital libragimitiatives, different solutions driven by the
private sector are emerging for the coexistenceublic and private offer. Arrow will try to
provide schemes, guidelines, procedures and tamldatilitate existing and emerging
initiatives to interoperate. The project focusesoabn identifying business models enabling
access to copyrighted works and creatiagpbases and testing clearance mechanisms for out
of print and/or orphan works.

This report aims therefore to illustrate, on thsivaf preliminary studies already conducted
and the existing experiences, possible busineseimad make digital content available to
users. These models will provide a framework fopycmhted content aggregation with
different possibilities regarding the standardsdulsg publishers to provide the content, the
storage and access facilities for the digital fillkee mechanisms available to end users in
order to retrieve the content and the informatieeds underlying different business models.
A number of possible models for co-existence andlalooration between public and
commercial e-content collections are conceivablee Teport analyses and presents the
different opportunities without providing singleccanmendations.

After a short introduction, the second chapter ples a theoretical framework for the

analysis, based on preliminary studies; in pardicuh study prepared for the French National
Library and Publishers Association on the busimesdels for the participation of publishers

in the European Digital Library and a report on ttevelopment and impact of electronic
books commissioned by the French Ministry of Ctur

According to such studies, digitisation became péithe book production chain quite early
compared to other cultural industries, while thenmrdifficulties were in adapting the final
product destined to the end user. The transitiomatket level has been slow and uneven,
with some sectors taking the lead. Technologicakelipments are likely to give a strong
impulse to the development of the sector.

The transition to the digital environment is deteraa by a number of factors: the creation of
a new consumer experience; the capacity of a tiigtak to be properly referenced; the
network effects. The dynamics that characterisetrdngsition to the digital environment are:
the commercialisation of access models; the elitiunaof intermediaries at various levels
(disintermediation) and new forms of competitiorhet fragmentation of uses and
multiplication of value chains; increased opportiesi for discriminating between consumers’
preferences.

However, the role of traditional actors in the bow&lue chain (authors, publishers,
booksellers) is maintained in the digital enviromtydut some processes need adaptation and
some new actors and economic circuits are likelggpear, with relation to the introduction
of digital technologies along all the nodes of tr@due chain. Digitisation multiplies the
number of business models with different pricingdoltural products.

For the displaying of digital works in full text kon, two main business model categories
can be identified: digital bookstores, or indivitll@enses, destined directly to a public
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paying for the content; and digital libraries, gogp licenses, destined to entities (typically
libraries), which propose to a group of individualshared access to books. Those models
intersect with the attribution of rights to finaders: permanent (a sale in the traditional sense)
or temporary (loan if for free, rental if paid).|&acan be enacted by title, or in collections or
packages. In digital library models, libraries cparmanently buy digital books or can
subscribe in order to be able to loan books foedam period; it is possible to envisage
limited or unlimited simultaneous accesses; sa@she realised title by title or by collections
or packages. One element of complexity is the d&fim of the equilibrium tariff for such
models. New technologies have allowed the creatiohybrid models of digital libraries,
blurring the border between library and booksttine:sale of consultation rights, measured by
a number of downloads or by a number of consultegrmted pages, priced upon direct
measurement of consumption.

Digitisation methods depend on the available saufoe books and the goals in terms of
quality and format. The most common cases are:ngggnwhen only a paper version is
available; digital conversion or adaptation, forrencecent works, whereas digital sources are
available as part of the production chain, but nded be converted/adapted for
distribution/electronic reading. The cost of diggiiion can be higher when the work is already
available in electronic form, though adaptationts@se likely to decrease in time; results are
much better when converting electronic sourcesitiBajion costs vary a lot and can be quite
elevated; hence the necessity of high levels aésiment for the retro-conversion of backlists
and in general for the mass digitisation of largkections.

The will to fight piracy usually leads to trying fmropose an attractive legal offer and to
protect files and electronic content with DRM sysseor proprietary file formats. DRM
systems can be helpful in managing differentiatiéel®, and are crucial also to protect moral
rights, but finding equilibrium between the redioas they impose and the usages permitted
to customers is essential. Proprietary formats mgikacy more difficult but can make
publishers dependant on the producers of readinviceie or the owners of distribution
platforms, while users can feel constrained. Theomemendations are to privilege
interoperability and to structure accessible mdtada

The theoretical framework also includes an econaimulation of the potential profitability
of book digitisation, based on technical and narvbécal costs. The conclusions are that the
sales performances needed to make digitisationtaiotd seem reasonable, but beyond the
breakeven points for individual works, it is impant to consider the size of the entire
investment necessary to digitise a collection.

The third chapter illustrates the main findingstleé information gathering process based on
interviews with many professionals and expertshia field of digital publishing and book
digitisation in general. It provides an overviewtbe main business models in the e-book
market, and of digital libraries and digitisatiamtiatives in Europe, structuring the results
according to the theoretical backbone built inghevious chapter.

The picture of e-book markets in Europe is vergiinanted and diversified. The sector is very
dynamic, though not in a uniform way: fast expagdmarkets and initiatives go alongside
very underdeveloped markets and businesses sttiwifigd a place in the panorama of digital
publishing. Given its relatively early stage of dlmpment, however, it is quite difficult to get
a complete and precise idea of the sizes and tr&uatss of growth in the developed markets

4/82



D3.4 Report on business models — Ed. 1

are high, but even in the most developed ones tlealh size of electronic publishing
compared to the printed book market is very smidie lack of adequate portable reading
devices has contributed markedly to this slow dgwelent.

Given the characteristics of works in the STM sethds is by large the one that has been
involved the most in the digital transition. Howevmore and more publishers start offering
their books in electronic format in other fieldswAde range of different business models for
providing access to copyrighted digital book cohtéras arisen after some years of
experimenting. One main distinction can be drawwwben models targeting end users (B2C
— business to consumer) and models targeting asesgB2B — business to business).

In the B2C field, the most common model is thatpaf-per-download of individual titles.
There is also the possibility of buying a readimyide pre-loaded with an e-book collection.
The other, quite different model is based on grantio the user a temporary right of
consultation, generally on subscription schemessiBte methods of delivery are download
or reading online. B2B models are group licence etodffered to libraries, and provide the
grounds for the creation of digital libraries. labies are usually allowed either to buy titles or
to subscribe to collections for a determined tithe; way of accessing works is mainly online
on the suppliers’ websites. Libraries either pajividual prices for the books they purchase
or a subscription fee for having access to a citlec Another model is the hybridising of
library and bookstore based on the sale of cortguitaights (“pay-per-view”); the fee paid is
linked to actual consumption.

Users can be granted a limited number of simultase@cesses, in which case prices tend to
depend on the actual usage, or simultaneous uatimaccesses, with price determination
based in most cases on the number of users ofstitution. This raises the question of what
the fee should be to give users unlimited accesspgrighted works by a digital library with

a potential audience of millions like Europeanae Tiaking available of books on the internet
without an adequate compensation of right holdeosilv in fact seriously prejudice the
normal exploitation of works, and the fixing of @rfremuneration for a library with millions
of potential users is unrealistic.

A further step in the hybridising of digital libras and digital bookstores is the possible role
of libraries in redirecting their users to the wiedss of commercial players which allow the
purchase of e-books that have been object of alsearthe library’s portal.

All of the “commercial” digital library models aWo their users access to e-books not only on
their premises, but also remotely, but in any caseess to the copyrighted works made
available by libraries is and needs to be limiedheir users. The library models, though less
frequent, are quite important in economic terms. dNmificant business models have been
reported based on the free distribution of e-boakgported by advertisement or other
sources of income unrelated to the end user.

A clear pattern of pricing of e-books has not yeteeged. Costs for producing electronic
books are usually as high as for paper books, maddition VAT rates on e-books are higher
in most EU countries. Subscriptions can have veffgrént fees, according to the user’s
profile.
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For the time being the offer is relatively limitadterms of total number of titles, especially in
comparison with the availability of printed bools. addition, many works in the public

domain are available to the public in digital fotrttaanks to digitisation initiatives by a large
number of libraries across Europe, out of publitiatives or public-private partnerships,

aimed in particular at preserving and making abélahe various national cultural heritages,
often on a small or medium scale.

The presence of copyrighted works in digital lilearis at the moment close to non-existing,
for various reasons: the main interest in presgnaultural heritage and ancient works; the
presence of a good library system; legal uncestauiifficulties in finding agreements with
right holders; cost of finding information on rightlders (in particular for out of print or
orphan works) and/or of clearing rights on book&eadigitised. The very few cases existing
outside of the commercial models usually rely onhad individual agreements with right
holders. Access to digitised works is allowed amiythe premises of the libraries involved, or
on institutional intranets/extranets, and the book®lved are for the majority out of print.
Some pilot projects are being set up in this figldlich generally involve libraries and broad
joint right holders’ representations following néigtions among the parties. The most
interesting cases are the hybrid models that imcluobks under copyright in the collections
that users can search and browse: for viewing picesf the copyrighted e-books and
purchasing them, users are redirected to the srpplebsites.

In the field of digital libraries, a very relevardse is the European Digital Library, Europeana,
which aims at providing access to Europe’s cultaradl scientific heritage though a cross-
domain portal. Europeana is a decentralised madiyes not host files of works but redirects
to the relevant institutions after displaying séaresults. For the time being, it does not
provide access to copyrighted works.

In line with the theoretical assumptions, the digitook market comprises a number of actors,
some of which are the same as in the traditionatgn book value chain and some have
appeared due to the new roles and opportunitieaneeid by the transition to the digital
environment. Some actors just specialise in progdechnical solutions to others in the value
chain.

Recent publications come already in a digital fdrnaa this kind of technology is normally
embedded in the first phases of the book valuenchait still need to be adapted for the
creation of e-books. In most cases, these acsvire outsourced to specialised technological
companies. The most common electronic formats legectbook PDF and the ePub and the
PRC (Mobipocket), which are open standards. Nolsidgminant model has emerged yet.
Many argue that open standards are the most adyamis, since they offer a higher degree of
interoperability and compatibility of reading aneligdering solutions. The ePub format is
considered as particularly flexible. For oldereist| e-books are produced from hard-copy
books, by scanning; the resulting images can beearted into a text format by an optical
character recognition program, to be indexed andeniall-text searchable.

Information about the cost of producing an e-bookai format adequate for commercial
exploitation confirm what outlined in the theoraliramework: costs can vary widely and the
overall investment needed to create a significatdlogue of e-books could be particularly
relevant, especially until a few years ago, althoogre recently light versions of digital asset
management systems have been developed.
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Various e-book readers have appeared but nonedtasne a market dominant; an alternative
scenario is developing in the meantime, which sesuultiplicity of reading devices, related

to communication (mobile phones), professional as&micro computers), culture and

entertainment (iPhone, game consoles, etc.). Diedicareaders are not widely available in
Europe for the time being; in many countries theg @ot commercialised yet and in those
where they are they have been introduced only tcen

The large majority of the actors of the e-book reaifikho provided information are using or
plan to use DRM systems in order to protect thairks, but many recognise that often DRM
technologies are not particularly user-friendlyistis why some of them prefer to adopt
watermarking solutions, a lighter form of proteatidt is widely acknowledged that a higher
degree of standardisation and interoperabilityodditsons would help remove some barriers to
the expansion of the market.

Face to the relevant costs of digitisation, theilalidity of resources is quite limited, in
particular as far as public support for digitisatioy publishers is concerned. In some cases,
public authorities expect the market to drive sumhiatives by private actors. In general,
plans for mass digitisation are not common, agamtd financial constraints.

This business sector is characterised by high fixests and usually low market volumes,
which makes profitability difficult to achieve. Adh share of the necessary investment often
resides in the information technology system reamaents for managing large databases and
connecting a number of players with different fitemats and business models. However,
technology is catching up in this field as wellvén such difficulties, many initiatives have
been born as joint efforts. In general it takes sgmears before businesses start recording
profits, and some more before the initial investimemecovered; the number of players in the
market might take a while to grow appreciably ia ttear future in countries where the sector
is still underdeveloped, while in the more devetbpees a rapid expansion is already taking
place.

Almost no licensing models for digitising and makimvailable copyrighted works by
libraries or clearing mechanisms for dealing witht-of-print and orphan works currently
exist, especially on any large scale. For digigsamd making available copyrighted works by
libraries, there are no generalised models, antast countries there are no models at all.
Initiatives in this field are built on voluntary @gments set up on ad hoc bases between
libraries and right holders. Otherwise, there ausitiess models by suppliers of electronic
books which provide libraries with access to cditets of works under copyright at some fee.
As for mechanisms for clearing rights on out-ofsprand orphan works; so far only a few
experimentations have been undertaken, and it iils estrly to draw any conclusions.
Experiments of licences for making available cogiyred works concern mainly out-of-print
and orphan books.

Some actors report the lack of such establisheating mechanisms and of a more general
legal framework dealing with the issue as one efrttain obstacles to the inclusion of certain
titles in the digitisation initiatives by libraripshis problem is coupled with the objective
difficulties often encountered when trying to trate right holders for some titles (made
worse by the non inclusion of digital rights in tlaege majority of contracts). Some countries
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envisage the possibility of addressing the issuerpiian and also out-of-print works through
collective management of rights.

The rights information infrastructure the Arrow ct plans to build would provide a great
help in clarifying the status of many works thag¢ @otentially orphan and therefore lie in a
sort of juridical “limbo” given the absence of ddtahed legal mechanisms for dealing with
them.

In sum, the e-book market in Europe is at an eanlg uneven stage of development, and
reading devices are only starting to become aveilddany difficulties hinder developments
in this field, from economic obstacles to legal,té@hnological ones. The main challenges
include:

- building trust among stakeholders about entetirgyfield of digital books, be it authors,
publishers or librarians;

- absence of reader devices and lack of standaidydeent and interoperability (difficulties
in communication between different initiatives,feient data collection policies and metadata
schemes, risk of market lock-up);

- increasingly mainstreaming digital versions ia tftormal editorial flow;

- high levels of investment needed and reducedipuipport for digitisation (including
insufficient library budgets);

- difficulties in negotiations of digital rights;

- implementing suitable technical measures of ptais;

- difficulties in retrieving rights information, iparticular about out of print and orphan works;
- lack of established clearing mechanisms for anpaiad out of print works (especially for
libraries).

The fourth chapter presents all the informatiorhgegd at national level from 16 European
countries: Austria, Belgium, Bulgaria, Denmark, |&imd, France, Germany, Ireland, Italy,
Netherlands, Norway, Poland, Slovenia, Spain, Sweded United Kingdom. Country

overviews are provided and individual cases arsguied in detail.

In conclusion, the present study contributes to:

- analyse and understand the existing Europearerdayauthors, publishers, e-retailers,
RROs, libraries) business models with relation tboeks, in terms of digitisation and
commercialisation;

- consider current and prospective initiatives floe digitisation and making available of
copyright works by libraries;

- identify the main information requirements of gtakeholders for such business models;

- verify the criteria, framework and capacity ofegtstence and interoperability among
different models (commercial, public sector, eto.}he field with a view to providing users
with highest degree of access to e-content;

- investigate the existing or emerging initiativetated to management of orphan works and
out of print works;

- look at the economic impact of policies implensehby the public sector, at national and
European level, in this domain;

- define a role for Arrow in the current markeusition, as neutral as possible with relation to
the existing business models.
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The report focuses mainly on ways to make copyegltiontent available; it thus clarifies the
business models underlying rights information retgisuch as those that the Arrow system
will contribute to satisfying and studies modelsl@ing access to copyrighted works through
digital libraries such as Europeana. It also ide#tithe needs by players involved in
digitisation initiatives and in the e-book markéor(rights information, rights clearance
mechanisms, interoperability, standards, etc.)s tthefining the business models enabled or
enhanced by the project and setting the frameworkehsuring Arrow’s neutrality with
respect to the different business models applieghifst this background, the interoperable
search infrastructure that is expected to be theoowe of the Arrow project, based on a
network of national databases, could represent ge hsiep forward in the direction of
facilitating further initiatives of all kinds. Ingsticular, it appears that the system’s services
would be useful to libraries in order to identifghits information and facilitate the clearance
of rights for orphan works - and possibly out oinprtoo - in the framework of digitisation
initiatives.

The findings of this report are the result of ajoiesearch effort involving a network of actors
related to the book industry (publishers assoaiatioational libraries, collecting societies and
their representative organisations), all partnersupporters of the Arrow project, under the
coordination of the Federation of European Pubish€&he information here presented was
retrieved mainly through interviews with over 6Qalstholders of the e-book world (in

addition to the ones already mentioned, also iddi& publishers, e-distributors and

aggregators, libraries and various other experts).
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1. Introduction

One of the Arrow project’'s tasks is to explore floles business models facilitating co-
existence and interoperability between public toftbns and commercial publishing
initiatives. The purpose is not to homogenise kessnmodels, which is neither realistic nor
desirable, but to valorise cultural, economic aoda diversity making the different options
interoperable. In Europe, beyond the digital liarinitiatives, different solutions driven by
the private sector are emerging for the coexisten@eiblic and private offer.

Currently, some digital libraries offer book coliens online at national level, involving
books in the public domain, freely accessible bgrsisand equipped with their own search
facilities. Some specific arrangements allow thepldty of copyrighted works on intranets. In
November 2008, Europeana - the European Digitaiarjb- was launched; it implemented an
interoperability model in the form of a single assepoint to the databases of European
institutions (libraries, museums, archives and awikual archives). At the same time, there
are private initiatives (in place or under develepi) that offer the possibility to search book
collections and to access at defined conditionsglhs not for free) the related books; such
platforms have an additional component: they miigr gcommercial” elements that make
the collections appealing for potential custom@rpeculiar element is the “preview system”,
which allows users to have glance of the book lotittm access the full text. Libraries do not
need this, since they offer full text access sihesfirst step.

There are two issues still unsolved in the curséation. First, in most cases the private and
public initiatives are not interoperable. Secoha, private offer is still characterised by a high
level of fragmentation and the lack of a co-ordedatapproach at European level.

Furthermore, in many countries it is difficult five industry to afford the high investments

necessary to implement these types of initiatives.

Arrow will try to provide schemes, guidelines, pedares and tools (e.g. metadata mappings,
standard web-resolution mechanisms) to facilitaxéstelg and emerging initiatives to
interoperate. Standardisation, interoperability astdkeholders’ collaboration are crucial
aspects of the project, which focuses also on ify@md business models enabling access to
copyrighted works and creatiratabases and testing clearance mechanisms faf quint
and/or orphan works. The underlying principle isatththe issues focused are very
interconnected and should be addressed togetHerebestablishing clearing mechanisms, it
should be clarified for what business models tlyhts are requested, and interoperability
between different resources is required in practiben this business framework is in place -
otherwise the risk is to create tools for interadity that nobody has the incentive to use.

This report will therefore illustrate, on the basfspreliminary studies already conducted and
the existing experiences, one or several busineskeis to make digital content available to
users. These models will provide a framework fopycmhted content aggregation with
different possibilities regarding the standardsdulsg publishers to provide the content, the
storage and access facilities for the digital fieesd the mechanisms available to end users in
order to retrieve the content (authentication, supson to a collection, pay per download,
pay per view, etc.). A number of possible modetscim-existence and collaboration between
public and commercial e-content collections arecedrable. The report analyses and presents
the different opportunities without providing siegkecommendations.

10/82



D3.4 Report on business models — Ed. 1

The aim of the present research is to focus omabeu of issues:

- analyse and understand the existing European glafgrthors, publishers, e-retailers,
RROs, libraries) business models with relation-twoeks (defined as any kind of text
based e-content), in terms of digitisation and cenmumalisation;

- consider current and prospective initiatives far dhgitisation and making available of
copyright works by libraries;

- identify the main information requirements of thi@akgholders for such business
models;

- verify the criteria, framework and capacity of cmt@nce and interoperability among
different models (commercial, public sector, eic.)he field with a view to providing
users with highest degree of access to e-content;

- investigate the existing or emerging initiativelated to management of orphan works
and out of print works;

- look at the economic impact of policies implemenbgdhe public sector, at national
and European level, in this domain;

- define a role for Arrow in the current market sttama, as neutral as possible with
relation to the existing business models.

The findings of this report are the result of ajoiesearch effort involving a network of actors
related to the book industry (publishers assoaiatioational libraries, collecting societies and
their representative organisations), all partnersupporters of the Arrow project, under the
coordination of the Federation of European Pubish€&he information here presented was
retrieved mainly through interviews with over 6Qalstholders of the e-book world (in

addition to the ones already mentioned, also iddi& publishers, e-distributors and

aggregators, libraries and various other experts).

2. Theoretical framework

Several preliminary studies provide a theoreticaimework for the analysis of business
models? in particular, a study prepared by Numilog for Evench National Library (BnF) and
the French Publishers Association (SNE) on thenmssi models for the participation of
publishers in the European Digital Librargnd a report on the development and impact of
electronic books commissioned by the French MipisfrCulturé.

Europeana plans to put online several million workS years, both in the public domain and
under copyright. Presenting on the internet workslem copyright needs to ensure fair
remuneration of right holders and in general respédntellectual property rights. On this
basis,the analysis the Numilog study conducts dhesefore at defining different ways of

1 The choice of the studies synthesised in thisretaal framework, although based on an appredciaifcheir
content, should not be considered as an endorserhtmgir conclusions on behalf of the present repehose
conclusions have been drawn independently, ondkis lof the information collected to this purposeag
the project partners and stakeholders. In occaditime update of the report due in 2010, additiomelre
recent sources will be taken into account.

2 D. Zwirn, Etude en vue de I'élaboration d’'un modéle économide participation des éditeurs a la
bibliotheque numérique européenne (EuropeaAgyil 2007

(www.bnf.fr/pages/catalog/pdf/EUROPEANA-NUMILOG20@d1).

% B. PatinoRapport sur le livre numériquéune 2008
(http://www.culture.gouv.fr/culture/actualites/corda/albanel/rapportpatino.pdf
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building an economic model for displaying protectearks in the framework of Europeana,
and can serve in general as a paradigm for theisia¢ion of digital library models, especially
with a view to providing access to copyrighted weorBome related topics deserving attention
are:
- technical feasibility (in particular guaranteeseodfd by measures of protection and of
calculation of remunerations of right holders);
- compatibility with the legal and regulatory enviroent;
- integration as far as possible with the optimahplaf the actors of the book value
chain;
- taking into account experiences and success cdsddfarent business models of
distribution of digital content;
- the current and potential organisation of the dldibok value chain;
- investment and functioning costs for the transitmthe digital environment.

2.1 E-books

The Numilog study identifies the main charactetrisises of e-books as full text research
through search engines in a book database, ontinguttation of book pages, either extracts
(results of searches) or full text, and offlinedieg after download. Digital books are not to

be confused with internet pages: they can be dividi® chapters and have additional features
(hyperlinks, videos, etc.), but still they are bspthe result of an editorial work on the content
and form.

Reading devices can be very different: computeiBA,Psmartphones, game consoles,
dedicated e-readers. Electronic books have margtitural added values:

- accessibility 24/7 from anywhere in the world

- full text search

- taking notes without deteriorating the item

- adapting font size to vision and screen

- use of vocal synthesis and automatic scroll devimesgisually and motor impaired

- printing, according to rights provided by publisher

- additional features: hyperlinks, multimedia

- if downloaded, mobility for high amounts of content

2.2 Digitisation in book publishing

Digitisation became part of the book productionici{@aomposition, correction, paging) quite
early compared to other cultural industries. Nowadan most cases the initial steps of the
chain are digital, and therefore the products dflishing are available in some electronic
format; the final step is to convert them in a fatnsuitable for consumption by readers
(which especially at the beginning did not useddhe case).

This process has been long undertaken in somerseatach as scientific, technical and
medical (STM) publishing, where the whole chairmgnir author to reader, already works
essentially in the electronic environment.

A further dematerialisation of books is conceivalgeren the continuous increase in the
number and quality of internet connections andhenrhultiplication of devices made to use
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those connections. Every screen connected to aorefa/a potential vehicle for the diffusion
of e-books.

Some promising technological developments areyliketually to give a strong impulse to the
development of the sector. The constant improvernémortable reader devices is one of
them; the more and more widespread adoption okBwb format, as will be noted later, is
another one.

The Patino report identifies some determining fectof the transition to the digital

environment:
The consumer experience. The digital shift is #ifeocreation of a new experience, based
on three variables: the support used (on one larehding device could appear that gives
a strong impulse to the e-book market and secuge®d share of it, as the iPod did in the
music field; on the other, a wide range of suppbéts appeared already and e-books have
also started featuring on devices created for \different purposes, such as game
consoles); the nature of works (dematerialisatitowa books to be transformed radically
by the addition of heterogeneous content, thetpartof the text, etc.); the usage patterns
by readers (users are those who will determineticeess of electronic reading in the end;
the quality of their experience will depend on emita such as mobility of supports,
interoperability of devices and content, availapilof content, connection to networks,
interactivity).
The referencing of works. The capacity of a dighabk to be properly referenced (in
terms of metadata, for example) is crucial to issbility.
The network effects. In the digital environmentdiindual readers are involved in a
network of users (through comparison of purchasesers’ comments and
recommendations, etc.) that can have an importate m promoting works and
influencing search patterns.

The dynamics that characterise the transitionéadibital environment are:

- The commercialisation of access models. Since ithiegadeconomy relies on a network,
more and more models consist on managing accesstwmrks rather than using them to
perform sales; traditional sales models are oftdrsttuted by subscriptions. The trend is
reinforced by other phenomena, such as the diffusiobroadband and mobile access;
unity of the net and plurality of devices for disyphg make models based on access
particularly adequate.

Disintermediation. The shift, in the digital econgnfrom a linear value chain to a value
net opens possibilities for elimination of internaetes at various levels; actors thus face
new forms of competition.

Fragmentation of uses and multiplication of valhains. The same characteristics of the
digital economy bring about a strengthening of fhasition of intermediaries; the
proliferation of usage patterns and access moeejsines in fact new intermediary roles
for managing the subsequent commercial and finaficias.

Discrimination. As the dematerialisation of booksk®s it even harder to refer to
marginal costs of production as an element forepfigation! the value of electronic
works has to be assessed more and more in theoligieir nature of experience goods. In

1 A common misconception is that the cost of prongan electronic book should be much lower thahdha
printed book, while in fact many costs are unchdreygd some new are added (especially technologyicss;
see also par. 3.4). Taylor & Francis has carrigchaletailed study of costs, according to whichghgsical
cost of a print book — paper, printing, boards le$s than 9% of the cover price.
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turn, a pricing model based on the users’ expeciidy requires the capacity of
discriminating between consumers’ preferences.

In this context, the model that sees free distitloubf content financed by advertisement
revenues is not particularly adequate for the bse&tor: on one hand, it reduces the
perception of the value of cultural products (arfdttee related need to remunerate
creation); on the other, the book industry relieainty on small, very segmented
audiences (with average print runs ranging frora 1G thousand copies in most European
countries), which contrasts with the large audisnct media based on advertisement-
financed models.

2.3 The actors of the e-book value chain

The role of traditional actors in the book valuaichis maintained in the digital environment,
but some processes need adaptation and some naw ant economic circuits are likely to
appear. These are the main roles in the digitak vatue chain:

production: writing, publishing, creating electrowersions;

archiving of files and addition of metadata for afgstion and indexation (files and

metadata must be stored durably and be easilgvatile);

cataloguing and permitting search of e-books (fet) and metadata on a website
equipped with a book database (this allows usefstbbooks and possibly consult
pages or extracts);

distribution of e-books, possibly with DRM (digitaights management) systems,
different reading solutions and different businesedels, connected to specific
reading solutions and guaranteed by protective umeas(this opens new roles for
providers of technical-economic solutions, digitidtributors - who are responsible
for hosting, delivering, protecting e-book filesdametadata - or aggregators - who
also take on the role of e-wholesalers, negotiatialgs rights over a catalogue of
titles);

purely technical solutions, such as reading softveadxd DRM or production of reading

devices (the role of these technical players shadédlly be neutral in order to

maximize interoperability, but is not always theeg

sale of digital books, the traditional role of beeKkers (including management of
orders, payments, delivery and after-sale services)

loan/rental of digital books, the traditional raklibraries, including making available

works for free or upon subscription to an identifgroup of readers.

Some actors specialise in digital distribution tarisg; there are pure e-book stores or online
stores of traditional booksellers. Others can comboles, like aggregators who play also the
role of booksellers. Actors create partnershipsmfoon platforms of publishers and
booksellers, and/or distributors, etc.). Everywhswene specialised digital distributors enter
into agreements and then make commercial deals digital libraries for loans and for
booksellers. Cataloguing and research function®fea object of initiatives by pure internet

actors.

Still, as just said, traditional actors are goiograintain some key roles:

the author is still going to be the central actocieating books (readers’ intervention
in the writing process being still experimental apte marginal, and reassembling
books from parts of others not being a proper et
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- publishers will maintain the function of selectinghaping and distributing quality
works adequate for certain audiences and marketput it briefly, books are not
blogs);

- booksellers and distributors shall keep an impaontale in the value chain, by offering
a technically and commercially homogeneous cat&aogl books by different
publishers thus simplifying the relationship betwdee latter and readers;

- libraries are going to be, also in the digital eamment, the usual economic and
cultural mediators that allow their patrons acaggdreely, but for a limited time and
without appropriation, to a selected range of works

2.4 The digital transition/revolution in book putiting

Despite the early introduction of digital technaksyin the value chain, the digital revolution

has affected the book sector later and less draatigtithan other cultural sectors (such as
music and movies). The first attempts to commes®aklectronic books on dedicated

supports around 2000 generally failed, in particdize to the scarce development of reading
devices (usually very expensive and not user-flignavhich made consumers’ experience

not satisfactory enough. Many companies closedtlgtaiter entering the business, and large
online bookstores such as Barnes&Nobles and Amazbitch opened e-book departments in
2000, abandoned or suspended their activitiesisrattea.

Still, in the following years performances of deded readers and non-dedicated terminals
(mobile phones, laptops, PDAs, game consoles, etpjoved dramatically, while various
softwares were developed to cope with the pluralitglevices.

As to the provision of content, the digitisatiordamaking available of public domain books
by libraries has relatively quite a long historyt the first experiments usually offered works
in image mode, a format that does not allow readimgnost portable devices, which work in
text mode.

The launch of large digital library projects cohtried to raising interest for e-books, starting
in 2004 with the controversial “Google Print” i@itive (now Google BookSearch), followed
by Microsoft's Windows Live Book Search (in partsieip with, among others, the British
Library), closed in 2008, and Yahoo's Open Contifiance. In March 2006, the European
Commission announced the creation of the EuropeagitaD Library, which became
operational in November 2008.

In the sectors where the shift has occurred magmifgiantly - STM publishing, dictionaries
and encyclopaedias - the transition to the digitalironment has been made naturally. The
business model has been transferred from the gdricoatext; existing contents have been
digitised and made available to readers, first @r@m and later online. At a second stage, a
model of content based service has emerged; pebdishffer, besides access to contents, a
series of additional functionalities, and almostoélthe catalogues are available in electronic
format.

The move to the electronic environment does notiohomogeneously within the publishing
sector. The Patino report identifies a series ofoi@ that can favour it as they improve
markedly the user’s experience with works in digitamat: indexation (essential to search
functions), aggregated content (made of modules rideders browse mainly non-linearly),
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need for regular updates, openness of the systbowifeg readers to interact), accessibility
(any time, any place).

Such criteria have allowed some publishing sectorsnter the digital world as pioneers:
STM works, dictionaries and encyclopaedias, prattiooks all benefit of the advantages of
electronic formats. So far involved to a lesseeektalso school and university books could
have potential for development of a digital offéhe same criteria are not as relevant for
other categories, such as general literature, yanthchildren’s books, essays, comics, etc.;
here the impact of the digital transition has negrp particularly noticeable. In areas in which
electronic books do not tend to substitute printedes, the two formats can be
complementary, offering different and mutually fenting ways to meet the same needs (e.g.
travel guides).

2.5 Business models in the digital environment

Digitisation of content multiplies the number ofdmess models with different pricing for
cultural products. It allows selling books by theity at reduced prices or with a finer
granularity (chapters) or proposing subscriptianbundles sold together with reading devices
or to large amounts of texts accessible unlimitediiyalso allows both maintaining the
economic mediation of the traditional library anmvisaging business models leading to a
stronger continuum between library and bookseller.

There are 2 simple business models to presentcextoé digital documents for research and
consultation (online catalogue):

- free modelusers can search the database with all booksdliapthy one or more pages
of the book found, without remunerating the platioor the right holders, who find
advantage in the promotion of their works;

- paying model users have the same possibilities, plus posssuyne extended
functionalities (printing of findings, retrieval ofmetadata in file format), but
remunerate the platform and/or right holders far thformation provided; payment
can be fixed or linked to effective usage.

The free model is predominant today, especiallydoline catalogues, portals and search
engines destined to the wide public; the payingehadhowever put in place by bibliographic
databases dedicated to professionals (it is the ca&lectre in France) or to researchers in
specialised domains.

As to the displaying of digital works in full texersion, the possibilities are more complex; 2
main categories can be identified:

- models of _digital bookstoresor individual licenses: destined directly to abli
paying for the content bought, through the interiaigah of a bookseller;

- models of _digital librariesor group licenses: destined to firms or orgarosat
typically libraries, which propose to a group oflividuals a shared access to digital
documents distributed by a supplier; in principlegrs do not pay for access, except
on a fixed basis decoupled from the direct costsuch contents; libraries perform an
economic and cultural mediation between suppliepgibl{shers, aggregators,

1 This normally relates to the amount of contentébsSome aggregators use an algorithm which Gksithe
proportion of the publishers pages held of thel tta the number of times each pages has beensacces
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booksellers) and readers, transforming private gootb collective resources; lending
is the traditional tool of this mediation.

Those models can be intersected with distinctionthe attribution of rights to final users:
- permanent usage rights (a sale in the traditicsrde);
- temporary usage rights (a loan if for free, a reifitpaid) with or without transfer of
files; the loan can be put in place by transferrang “expiring” file or limiting
consultation online in terms of reading sessionsfdime of belonging to a group.

Sales can be enacted in 2 forms: by title, as fra@itional bookstore, or in collections or
packages. Rights can apply to complete books sintgie parts (chapters, articles). This leads
to 8 theoretical models for individual licensegy(tél bookstore models):

Permanent rights Temporary rights
Model Title by title Collections Title by Title|  Collectits
Complete books Bl B2 B3 B4
Chapters, parts B5 B6 B7 B8

According to the Numilog study, only B1, B3, B4, ,B%/ are actually pertinent and offered in
practice: B1 corresponds to the traditional modedades by copy; in B3 and B7 duration of
rights is usually short (“pay per view”), in B4 i quite long (forfeit access to large
collections for a month, or a year). Some digitabkstores propose mixed models B1-B2,
offering bundles of e-books for example by the sanidor.

As to group license models proposed to librariggit@ library models):

- in terms of the duration of loans or group licenddwaries can permanently buy
digital books or can subscribe in order to be &blean the books for a certain period,;

- in terms of control of access to books, it is polssito envisage models of
simultaneous limited accesses (the contract fixesnaber of simultaneous accesses to
books - such as the number of copies in the physioanain) or models of
simultaneous unlimited accesses (access is frea tmmmunity of users during the
validity of the collective license; accesses arkmited within a population of users
and a limited period);

- in terms of content, sales can be realised titl¢itley (libraries build their collections
of e-books according to their documental choicedjyccollections or packagés.

This leads to 8 main types of group licenses:

Permanent purchase Yearly rental
Model Title by title Collections Title by Title|  Collectits
Limited simultaneous L1 L2 L3 L4
accesses
Unlimited L5 L6 L7 L8
simultaneous accesses

As to Numilog’s findings, L1, L3, L4, L8 are the stocommonly used. L1 reproduces the
traditional model of sale of copies to the librampich can loan them according to the number
of copies bought. L3 is the subscription versiohef traditional model. L4 allows the library

1 An annual platform fee is usually charged to lilgs also to access the service of purchasing &sboatright.
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to offer the equivalent of “loan tokens” interchaable among the books of a collection. L8 is

the model used in particular by scientific journd@gproposes unlimited access to a database
of books on a certain topic, freely consultableabyyopulation of defined users (e.g. students
of a university) during a certain period.

The distinction between purchase and subscriptiohahalf of libraries must not be confused
with the distinction between permanent and temporights purchased by individuals. All
digital library models are digital loan models, c@nrights given to users are by nature
temporary and free; they can reproduce the fixegtan of a normal loan or the variable
duration of on-premise consultation.

Digitisation allows technically managing large nwrd of simultaneous accesses with little
additional costs or physical overcharges (lessitribe case of videos, anyway), but prices of
digital resources do not reflect their physicalrsity, they reflect the balance between demand
for reading and offer by right holders. The reagsfion is: which is the best way to define an
equilibrium tariff?

Models with limited access should take into accastlosely as possible demand, adapting
pricing to usage intensity as measured by simuttaseauthorized accesses. Unlimited
accesses models measure this intensity by progyghrthe number of users, which results in
a greater uncertainty on the real consumption effdby the supplier and therefore in a
business model that leaves more room to the negatipower of suppliers and demanders.
Here is where the “big deals”, sometimes problematome from; this does not mean it is
impossible to offer deals for unlimited accessed #Hre balanced, it is just more difficult to
define such equilibrium.

New technologies have allowed the creation of lydibraries, offering research and
consultation of electronic sources; they can aleate another kind of hybridising, blurring
the border between library and bookstore, with lagomodel of digital library: the sale of
consultation rights (L9), measured by a numberamfroads (for predefined reading times)
or by a number of consulted or printed pages. Tiglel relies on a pricing linked to the
direct measurement of consumption. In limited asessnodels, consumption parameters of
loan duration and number of simultaneous loansadlgtuealised are uncertain, while in
consultation right sale models each loan genemt@syment. This model has advantages for
librarians, who limit the risk of paying for undesed resources (risk maximised in unlimited
accesses models), and for publishers, who are mje& remuneration proportional to the
actual use of their works, limiting the risk of sbed access if several libraries join to create a
common digital collection. The role of librariesodves toward the one of bookstores.

Another model of hybridisation, even stronger, comab a library model (usually L8) for
reading online and a bookstore model (B3 or B7pfamting or copying/pasting. Readers then
have unlimited access to the contents to whicHiltinery subscribes but have to pay for every
printout or copy/paste of pages on a pay-per-viesid National libraries might prefer
negotiating collective agreements with publisherd aghtholders to acquire rights to present
for free to the public catalogues of digitised werk the form of unlimited online access (in
other words, a business model of digital librarytloé kind L6 or L8). This model is not
incompatible with the one recommended by the s{adg below); it has to be highlighted that
it deals with books with little commercial exposared excludes any downloading: it does not
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seem to be easily extendible to other forms oftedeac reading and other kinds of works in
large amounts.

2.6 Recommendations for the working of the Euro&gital Library

The Numilog study analyses the main theoreticaliness models for making available

copyrighted works and makes a recommendation oorikehat best suits Europeana:
Free access to digital works financed by advertesgm and promotion of printed
works. Neither realistic nor acceptable; advertisingeraies are likely to be small,
especially since the digitisation policy would favaultural, reference works rather
than bestsellers, and the ranking of books in rekea might be affected by those
revenues.
Digital library. It would be an interesting model, with librari@sancing the gradual
creation of a database of digital copyrighted waKered for free to Europe’s users.
Still, the scale of the project poses possibly lvawde problems. Considering the
model of limited simultaneous accesses, it wouldiffecult to set the limit number in
comparison with that of potential users, and in aage it would be too expensive.
Considering the model of unlimited accesses, whaiesshould a big deal have for
publishers to allow unlimited access to the whadege of works provided to
Europeana? It is impossible to answer, or the answviee value of the entire book
market - is absurd. Considering the hybrid modaVimg Europeana pay according to
the actual accesses of users, this would eitheauesthts budget very quickly or make
it grow out of control.
Digital bookstore This remains the only solution, in which usersy gar their
accesses.

Since it is agreed that Europeana should not haeeremercial role, it is suggested that it:
should be a digital library for non copyrighted temt, as potentially regrouping all
European libraries;
could be a research portal for copyrighted contiémg;not in contrast with the normal
role of libraries, having a role in organising infation intelligently and indicating
availability of digital resources they cannot blly a

The commercial role may be played by private pastessociated with Europeana, to which
Europeana as a search portal could redirect usegsafd access to copyrighted content. This
way Europeana could offer in its search engine wemplete and progressively exhaustive
information on European works, in the context ajpect for copyright, providing users with a
solution to access full texts, without being finedgublicly or playing a commercial role.

The final recommendation is for Europeana to adfptaccess to copyrighted content, the
digital bookstore model, though somehow indirectifiis implies that Europeana positions
itself as a hybrid, both digital librastrictu sensudor public domain content and search portal
for copyrighted content. Search functionalities iddoremain free, whatever the kind of
content searched. The free search offer correspmntse practice of the main private sites
offering full-text search engines, such as GoogmkSearch, or partial, such as Amazon
Search Inside, and to the one expected from aqlilbtary.

The exact working of this business model still ttabe specified, in particular through:
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the nature of the private partners envisaged toagemhe model of digital bookstore
and the choice of such partners, a matter thaegaise one of the integration of
bookstores or other partners in the distributidmesee considered;

the way of associating authors and their represeasain the system;

the concrete navigation path for users impliedngysystem;

the technical aspects (infrastructure, standards] their implications for the
digitisation of books.

The access, both controlled (for the free consahadf pages found through full text search)
and paid (for access to full text), to digital cemtt under copyright can take different forms,
more or less centralised:
the concession of the exploitation of a single Beema digital bookstore by a group
of national libraries or the European institutidds unique operator, chosen through a
tender;
the conclusion of direct partnerships with varigosvate distribution operators
bringing to Europeana data on the digital catalegpablishers allowed them to
exploit, in exchange for the redirection of usershieir platforms for controlled access
to such catalogues;
links to the different sites of publishers, aggtegs online bookshops, where e-books
are commercialised.

The Numilog study recommends to adopt solution &ing partnerships with distributors of
copyrighted content specialised in securitisedtedacc distribution. Solution 1 would be too
monolithic and no single private operator couldwioece all publishers to entrust it with the
commercial exploitation of their works, especiaffiven the dominant position it would
acquire. Solution 3 risks being too complicatedusers and leaves open the question of what
operator should provide Europeana with the techretaments (files for full text search,
metadata) necessary to integrate content in it€lseagine. Solution 2 conciliates flexibility
and possible harmonisation: each publisher coultbsh their trusted operators to provide
their digital works to Europeana search portal enahage the controlled access to the text of
works. Users would then be directed first to a leiqiatform for each book in order to browse
integral content according to different modalities.

Private operators thus chosen will be responsible o
- managing controlled access to pages found uporctesaron Europeana, through
online reading software comprising protection measadequate for publishers;
managing paid access to full texts of digitisedksoaccording to different business
models of digital bookstore; in any case, the dpershould take charge of the order
management, the payment recollection, the delivbry,securitisation of access or of
downloaded files through appropriate DRM technasgpost sales assistance.

Publishers should also be able to agree with Earcgpdo be their own digital distributors,

and distributors should be able to redirect uskesome clients, to online e-book stores.
Indeed, the Numilog study also recommends inclutiongkshops in the Europeana business
model on two levels: for the direct provision oinped books and for the paid access to digital
books, through authorised operators, as soon agjarmokstores propose e-book sales sites.

Given the potential for digital technologies to moye access to reading for people with
handicaps, the study suggests that Europeana faubeir access to digital content by
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proposing links to digital libraries that allow geé, distant access to books within the legal
and contractual conditions accepted by publish€as.the other hand it is not recommended
to extend this variant by linking Europeana tothé# digital libraries proposing distant loans
of e-books to their registered readers; this wonlike the project much more complex and
much more difficult to accept for publishers.

The study recognises the need to involve authos raght holders in the display of
copyrighted texts within Europeana. Europeana shawdke sure authorised operators deal
with the clarifying of the copyright with the publiers they represent, while authorised
operators should make sure by contract that pubtstieal in the same way with authors or
their representatives.

In the end it is up to publishers to take respdhitsiior the distribution of digital works and
their indexation on search engines, through agra@smeith the authors in due form. The
search for an agreement should not constitute blgoro for new books, since publishers’
contracts usually include explicit clauses to #fiect; for previous works, publishers should
make the necessary checks and clearings to aaniforenity with copyright, while for old
works searching right holders and clearing rightghtn take longer. Many publishers,
moreover, can be reluctant to spend the time ariolg rights for older works, unless there is
a compelling commercial argument to do so. Accaydmthe study, it could be envisaged, in
the framework of Europeana, to give support to ¢heation of some kind of centralised
archive of right holders; such an archive couldbdie a tool for Europeana to verify the
condition of “orphan” of some works it could didltadistribute.

In synthesis, the Numilog study identifies the tgbiuser pattern according to the following
principles:
- Europeana should work as a digital library for pedomain and orphan works and as
a search portal for copyrighted books;
as a search portal, Europeana should offer a &reenon search of public domain and
copyrighted books; the ranking of books upon sesscthould not take account of
such difference; this implies the need for a commetadata structure;
the way to access copyrighted books, electroniprimted, should be organised in a
“distributed architecture” among various specialisgperators: Europeana, digital
distributors, bookstores, libraries for people witmdicaps;
the business model for access to full text of cigwed digital books should be that of
the digital bookstore, envisaging payment by thmlfiusers according to different
tariff models.

The referral of digital distributors to bookstomesght take place in a second phase, when
enough bookstore websites have developed e-boek effers; in the first stage distributors
could take charge of it. The redirection to bookessdor purchase of printed books should be
added very rapidly.

Using Europeana’s search engine will give the askst of titles of which (s)he will be able
to tag the metadata; viewing pages of the worksxdowill be done on the authorised
distributors’ sites, through a reader possibly pged with ad hoc DRM measures for online

11t must be noted, anyway, that Large Print rigires not automatically held by the publisher of ‘tr@mal’
book.
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reading. Even though the search is made on theeixil] the text displayable could be limited
to excerpts according to the publishers’ parametésers should identify themselves before
accessing the free pages; it is important thatvtbealisation paths work smoothly and that
access on the distributor site be realised in “tlcks”. If users want access to full text, the
distributor’s platform shall redirect them to aecit module, where to be recognised as a
subscriber or be directed to an order module aedgmted with various tariff formulas; in a
further stage, the distributor’s platform shallyide the user a list of digital bookstores.

Referencing of works on Europeana search engineiresy authorised distributors to
communicate to its server a series of metadata €@lescribing the books, for research and
display. According to the study, it is absolutegcassary to define homogeneous standards to
be respected by all partners. Account shall benta@ifehe current most used standards and of
their evolution; recommendations are therefore maomut format of metadata (ONIX) and
their transfer (OAI-PMH, or more generally any x&laet web service), while other remarks
concern what elementary unit of documentation Eeaop should use (ISBN and ISTC), the
opportunity of adding DOI and the issue of publimas with a digital version and thus two
different ISBN1

2.7 The digitisation process

Considering the digitisation process, in technieains the possible methods basically depend
on the available sources for books (paper or fées) the goals in terms of quality and format

of digitised books. According to those parametdiferent production costs ensue, thus in

turn different impacts on the digitisation policies

As to the possible sources of e-books, the moshwamcases are:
digitisation strictu sensufor works older than 6-8 years often only a papersion is
available; some works are completely unavailablé laave to be searched; for massive
amounts, the cost can be 0.05-0.06€ per pagepviges with image, text and indexation
files;
digital conversion or adaptatiofor more recent works, digital sources are awédlaas
part of the production chain, but they need to deverted/adapted for distribution and
electronic reading; an optimised e-book can cosB@® on average according to the
source, to which sometimes “de-archiving” costs trhes added to retrieve files from
service providers when publishers do not keepitbe themselves.

The cost of digitisation can thus be higher when work is already available in electronic
form, though adaptation costs are likely to deaeastime; on the other hand, results are
much better when converting text mode electronierses. Digitisation costs vary a lot and
they can be indeed quite elevated; if in the eas@ses the process can be carried out for as
little as 25€ per book, according to the Patinmrepdapting and checking a complex text can
cost up to 2,000€. It becomes thus easy to envigegeecessity of high levels of investment
for the retro-conversion of backlists and in gehdma the mass digitisation of large
collections.

1 Actually, consensus is emerging that ISBNs shbeléiccorded to each e-book format that is publisimed
made separately available — i.e., one for PDF fonklobipocket, one for Microsoft Lit, etc; thusiere would
not just be a print ISBN and a digital ISBN.
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The policy of digitisation of copyrighted works di@isually with publishers; still, the audience
and European width of Europeana, its potentialbitlisy and catalogue size could prompt
publishers to digitise their catalogues to benfim such visibility. Europeana could also
play a role of technical and indirectly financia&l to the digitisation of some catalogues.

Publishers’ digitisation choices take into accoageries of different parameters:
readership targets and envisaged uses, in ordeake the digitisation profitable; digital
formats and business models will depend on suchezits;
economic risks, linked to the possible cannibalsatf sales by electronic versiohs;
the will to use digital versions to modify the kifecle of some books;
technical choices regarding works only availablgaper;
legal choices related to possible difficulties urttpng together a clear agreement with the
right holders (in particular with works iconograpdhliy very rich).

In this framework, a documentary policy by Euromeaould be an important guide for
publishers in their digitisation choices. Publisheould adopt a digitisation policy that allows
them to make a profit through different distributiohannels; for novelties, priority could be
given to market indications, but for older worksthna longer lifecycle, a rapid digitisation
will need a public stimulus in the form of econonaic and the reduction of costs deriving
from massive digitisation. It is recommended thardpeana adopts a clear documentary
policy as a basis for negotiating technical andaricial collaborations in view of the
digitisation of works corresponding to that policy.

2.8 Technical measures of protection

Technology has introduced the possibility to repicelinstantaneously the support of a work
and to distribute it in millions of copies in alma® time and with very low costs. The will to
fight piracy usually leads to trying to proposeatractive legal offer and to protect files and
electronic content with DRM systems or proprietéitg formats in order to prevent the
uncontrolled distribution of illegal copies of warkn the internet.

DRM systems can be helpful in managing differertiabffers, but finding an equilibrium
between the restrictions they impose and the uspeensitted to customers is essential; an
excessive burden can in fact become counterpradu@nd lead users to find ways to
circumvent the protections. Proprietary formatsttmnother hand, make piracy more difficult
but can make publishers dependant on the produdersading devices or the owners of
distribution platforms; users could feel too coasted in a digital environment where
migration between different supports is becomirggrtrm.

According to the Numilog study, no satisfying moaél digital works sales has appeared
without DRM systems, which are crucial also to pobtmoral right$.However, they have of

1 Or opportunities, since in fact there seems tistitle evidence of cannibalisation; the avaitabbidence so
far suggests that availability of a digital bookr@ases sales of the same title in print.

2 Since the publication of the study, some cases baen established. See, for example, the hugadgpri
digital initiative, which makes almost all Springéles available in e-format with no DRM. To giaeother
example, none of the e-books on the IngentaCormpiatforms used by many small to medium academic
publishers is DRM protected; nor is any of the eksopublished by the OECD.
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course to permit the legitimate and convenientafsithe works purchased; for example, by
limiting private copying without preventing it comepely.

Reading online is often subject to much weaker owegsof protection, if any, either by a
deliberate choice or relying on a certain natunadtgrtion; in the case of downloading,
measures tend to be more robust. The main kindseakures include: limiting the possibility
to read a file when copied on several machinestratling the rights of copying/pasting and
printing, in absolute terms or by periods; coningjlthe duration of authorised reading, to
define loan business models.

For the development of an attractive legal offett #rus of a robust e-book market, the Patino
report recommends:
Privileging interoperability. Proprietary formatdaald be avoided, since they risk
favouring dominant positions by providers of tecahiservices; DRM solutions should be
adopted having in mind the maximum possible lev@&hi@roperability.
Structure accessible metadata. Metadata are esséemtdetermining the visibility of
electronic works - though they do not make a bootomatically ‘visible’ - and can
reduce the cost of producing exploitable digitainfats. Access to metadata becomes
crucial for all actors of the e-book value champrder to compete on a level playground.
Metadata should be accessible at a low chargedfegsionals, and a simplified version
should be available free of charge to the genewdlip It is recommended, as far as
possible, that the various actors try to harmoifiset unify their metadata bases.

2.9 Economic aspects

For the hundreds of thousands of books that mighdibitised, the question arises of their
potential profitability face to the digitisation €ts. The Numilog study includes an economic
simulation based on the recommended business model.

The technical costs envisaged include: digitisatosts, costs of putting online files and
metadata, costs of storing files, costs of the hadith used for reading online or
downloading, costs of using DRM solutions, bankrgha on transactions, costs of assistance
and post sale service. Except for digitisationtsase usually met by digital distributors and
digital bookstores, according to contracts thawvl® them a margin on the sales realised. To
such direct and purely technical costs one haddceapenses for promotion and building up a
clientele.

The model supposes that publishers meet the expafigdigitisation, get some support for
some of the works and agree an average rate ofimair§0% with distributors. The solution
for commercialisation shall combine 3 price setisygtems: sales of entire books by the unit,
sales of consultation time in “pay per view”, salek subscription to thematic works
collections; through a combination of these an ldguim shall be defined in order to avoid
imbalances, have competitive prices but not dumping

The conclusions of the economic simulation are:
the sales performances needed to make digitisptigiitable seem reasonable, especially
given the time span available;
the model does not take into account: adaptationtaoiff modes (in particular
subscriptions) to collective usages, such as lgsand enterprises; the potential effect of
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referencing works on Europeana; the supplementasisof “de-archiving” or retrieving

copies of the works;

beyond the breakeven points for individual workgsiimportant to consider the size of
the entire investment necessary to digitize a cttla; it would also be important to
assess the amount of public investment that coeild dffectively such a process.

3. Business models in the e-book market, digitaldraries and digitisation initiatives in
Europe: an overview

3.1 The e-book market in Europe

The information collected about e-book markets umdpe and their players’ business models
offers a very fragmented and diversified pictur@dem of very different experiences in terms
of conduction and results. The picture is also tfad very dynamic sector, though not in a
uniform way; fast expanding markets and initiativgs alongside very underdeveloped
markets and businesses striving to find a pladbemanorama of digital publishing, which is
seen as both offering interesting opportunities alsd presenting a series of difficulties and
risks.

Given its relatively early stage of developmentisitquite difficult to draw a complete and
precise picture of the size and trend of the e-bmakket in Europe. In many countries, in
particular those with small markets (especially ttuénguistic matters), digital publishing is
at its very beginning at best, if not basically rexisting (very few publishers involved, if any,
with a very limited number of electronic books dable). Others are in a slightly more
advanced phase, with a number of publishers engagithe commercialisation of e-books
and a rapidly growing market (a relevant numbguuddlishers involved and hundreds or some
thousands of e-books available). A quite high degre development has been reached in
Scandinavia, and especially in the UK.

Finally, in a small number of countries e-book netskhave reached a step further; all or
nearly all of the major publishers and many smaksas well are active in offering digital
books to institutions and to the general publiaJ amany thousands of titles are available in
digital format. Many publishers are streamliningithworkflows in order to focus on the
production of e-books, or introducing authoringtesyi so that content can be more easily
repurposed in different formats (with an importink to digital printing — print-on-demand).
Rates of growth in these markets are high as Wwall,even in the most developed ones the
overall size of electronic publishing compared e printed book market is very small (at
most between 1 and 2% of the total, often includiffiine electronic publications)As will

be noted later, the lack of adequate portable ngadevices has contributed markedly to the
slow development of the European e-book market.

Thus, all in all in Europe today the offer of camtéo the general public (directly or through
the intermediation of libraries) continues, althowgill quite limited. Free works in the public
domain form an important part of this offer, but tommercial side, as just mentioned, keeps
developing as well, and that is the way in whickeasially all of the copyrighted books in
electronic format are made available to the puldlEanticipated, given the characteristics of

1 There are clearly exceptions: Taylor & Francis,egample, now attributes 10% of all sales to eksoo
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works in the STM sector this is by large the oret thas been involved the most in the digital
transition; other categories represent a much smalhare of the market. Many of the
experiences in the e-book market covered by thpoertestarted with offers of only academic
and STM titles, and for most of them those categousually constitute the large majority of
their offerings; for those presenting a businessl@hdor libraries, university and research
libraries are by far the main customers.

However, more and more publishers start offerirggrthooks in electronic format, especially

in the fields of professional books, guides and wmaésm Some publishers and retailers are
moving the first steps in the field of fiction asNy usually they start with bestsellers, but

some publishers have also undertaken the digtiisati their back catalogues, in order to

enhance the promotion of their books through tHmerconsultation of excerpts; this could in

turn supply new sales platforms.

In parallel, new tools for searching books havenbaeveloped. The possibilities to browse
works online increase, following initiatives by s&aengines and online bookstores. A few
significant experiences are therefore beginningnerge (for example, Mobipocket, a French
company acquired by Amazon in 2005, offers more tt20000 e-books in a standard format
for purchase, readable on mobile devices or persomaputers).

3.2 Main business models and digital library iniives

A wide range of different business models for ptdowy access to copyrighted digital book
content has arisen after some years of experingemmirthe European e-book market. One
main distinction can be drawn between models targe¢nd users (B2C — business to
consumer) and models targeting businesses (B2Bidxss to business).

In the B2C field, the most common model, and the trat is usually first implemented by
new actors, is that of pay-per-download: users lpse individual titles at a price and
download the corresponding files. This is the mdthbat most closely reproduces the
business dynamics of printed books. In many cdsewjles of e-books are available for paid
download (on a common subject or by the same auéhh@ discount; often, single chapters of
books are offered as well, in the STM, academicoéessional domain. In addition, a quite
common model sees the possibility of buying a mgdievice pre-loaded with an e-book
collection (of course where devices are available).

The other, quite different model is based on thentyng to the user of a temporary right of
consultation of the works, and generally reliesobscription schemes; though more common
in dealing with institutional customers, such schemare also available to individual users,
which are allowed to access collections of e-bdaksially thematic, or by author) for a fixed
time at a fixed fee. In some cases, customers Havgossibility to rent single titles, for
variable lengths of time, at a fraction of the pha®e price. This model (implemented by the
aggregator Cyberlibris; details at par. 4.6) cansben as a form of hybridising, since the
distributing platforms becomes for the user a ebtibrary in which it is possible to access a
collection of books for a limited time, paying asaription fee. Users have the possibility to
create their own digital bookshelves, readily asit#e from different locations at any time.

Purchase and rental models intersect with the ndedhdelivery - download or reading online
- to define some further possibilities: e-booksghiased are usually downloaded, but it is as
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well possible to acquire (usually at the same pribe right to read the work online for an
unlimited time; on the other hand, if reading oalils the main way of delivering
subscriptions, technology allows to download fitkst are only accessible for a limited
amount of time.

B2B models are basically group licence models eftfeo libraries, and provide therefore the
grounds for the creation of digital libraries; ims case as well the many possible options
depend on some variables. On the supply side ridsajust like individual customers, are

usually allowed either to buy titles (individualdy in bundles) or to subscribe to collections
for a determined time; when titles are purchagded,more common that the way of accessing
them is online on the suppliers’ websites, rathantdownloading and possession of files by
libraries or their users. In the most flexible misgdébraries are able to determine with a high
level of detail the collections they want to makeikable to their patrons, according to their

documental policies or other criteria.

Libraries therefore either pay individual prices the books they purchase or a (mostly
annual) subscription fee for having access to kectibn of titles. Another model, envisaged
as well in our theoretical framework, is the hyisidg of library and bookstore based on what
is in practice the sale of consultation rights {4peer-view”). In this case the fee paid by the
institution is linked directly to the actual consption, measured in terms of downloads (if
allowed, and in any case limited to a predetermitiee), time of reading online, pages
consulted or printed. This kind of model usuallglides the possibility for libraries to limit
their users’ access to titles (according to diffieéreeme frameworks) or to set a cap to their
expenses in a determined period; thus librariesasamnd using up their entire budget in too
short a time or losing control of their costs;|sibme librarians fear pay per view makes their
budgets almost impossible to control and prefertmoisk it (for business models dedicated to
libraries, see for example ebog.dk, par. 4.4, db.sk, par. 4.15).

On the demand side, the traditional relationshijwben libraries and their patrons is not
affected; users are granted free loans (theretorgadrary), and access to the service comes
for free as well or at a very low price (in the €ad public libraries), or is regulated within the
broader relationship they have with the institutftor university libraries and the likes).

Users can be granted a number of simultaneouseliiraccesses, this way reproducing the
printed model in which the number of copies oftietis limited; or the model can allow
simultaneous unlimited accesses, so that the erdimenunity of authorised users can access
all the works included in the contract at any timiée determination of the fees paid by
libraries to their suppliers usually takes into @ott this variable: in the case of limited
accesses, prices tend to depend on the actual,usedeis the number of simultaneous
accesses permitted; in the case of unlimited aesegsice determination is based in most
cases on the number of users (potential or acthidhe institution, which is an approximated
measure of the usage intensity.

This raises the question, already addressed irthiberetical framework, of what the fee
should be to give users unlimited access to cobpiegd works by a digital library with a

potential audience of millions like, for examplejrepeana. The making available of books
on the internet without an adequate compensatiorigbt holders would in fact seriously

prejudice the normal exploitation of works, and rasted before the fixing of a fair

remuneration for a library with millions of potesitusers is unrealistic.
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The “pay-per-view” model, that brings libraries v to bookstores, clearly embodies to the
utmost the principle of closely relating payments consumption. A further step in the
hybridising of digital libraries and digital booksés is the possible role of libraries in
redirecting their users to the websites of comnaéniayers which allow the purchase of e-
books that might have been object of a search efilibary’s portal. Libraries could also have
the possibility to sell e-books directly to thegeus (after having acquired them from the right
holders, unless they are works in public domainil}, this kind of commercial role usually
contrasts with their mandate.

It is interesting to remark that all of the “commiat” digital library models examined allow
their users access to e-books not only on themises, but also remotely, including the cases
in which a time limited download is envisaged. @e bther hand, in any case access to the
copyrighted works made available by libraries igl areeds to be limited to their users,
through the use of institutional intranets/extranetther than the internet and through
identification systems; remote access is indeey eaefully regulated.

In the field of B2B models, another distinction Worconsidering is that between public

libraries and other kinds, such as university aeagch libraries. The distinction is based on
grounds of the budget available for book acquisgjavhich influences their choices in terms
of their preferred business models, and thus in tentributes to the shaping of the business
model landscape.

In general, libraries other than public ones hawehrarger budgets, and some of them prefer
subscription to bundles or collections of booksytlprovide their patrons with unlimited
simultaneous accesses. Book-by-book e-book purdbabe preferred method of acquisition
of many academic librarians, though, as many rebgamojects have come to conclude. Public
libraries generally build their digital collection$ copyrighted works on a title-by-title basis,
and offer limited simultaneous accesses. Howewmnese-book suppliers are experimenting
with the offer of subscriptions to collections ategoublic libraries, at competitive prices. The
hybrid pay-per-view model is more often adoptedohplic libraries, which, as already said,
can limit their expenses in several ways.

It is also worth mentioning that, in a few coungrigovernment agencies finance the provision
of electronic textbooks to schools and other edoeat institutions.

According to the information collected for this cgfy the library models, though numerically
less frequent, are quite important in economic gerthey contribute in some cases to up to
half of the revenues of some of the most imporéggfregators on the market.

No significant business models have been repohiidare based on the free distribution of e-
books, supported by advertisement revenues or stheces of income unrelated to the end
user.

In synthesis, end users have a wide range of aptiorget access to copyrighted works in
digital format: purchase of e-books by the titlgher acquiring a file or a perennial right of
consultation; purchase of bundles of titles; renfaé-books for a wide array of durations (in
some cases as little as one hour), again both wnidad or online reading modality;

subscription to collections of works; free accessdigital books through membership of
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various kinds of libraries (public, academic, etehich in turn participate in the business
models available to them.

In many cases, users have the possibility to brobmeks on the suppliers’ websites, see
previews (from few pages to entire chapters), perfeearches based on keywords or
metadata and in a few cases effect full text seacthe most interesting case here is the
Libreka! project, whose platform allows users figtkt search of a large number of
copyrighted books from many publishers (it is alljuthe largest existing in-print book
database after Google; see par. 4.7). Users’ patte also influenced by the centralised or
decentralised architecture of the models they addirty with: browsing applications, files,
metadata and so on can be hosted by one or seatoas of the value chain, with some of
these acting as mere points of search and redirec(at the maximum level of
decentralisation).

A clear pattern of pricing of e-books has not yeteeged; in general it is publishers who
establish a recommended retail price and aggregatatistributors take that as a basis. In the
model that reproduces traditional sales, some glials assign to digital versions the same
price as the printed ones; a majority of them apiggounts, ranging usually from 10 to 30%,
also based on the genres. It is worth recalling hieat costs for producing electronic books
are usually as high as for paper books, and intiaddVAT rates on e-books are higher in
most EU countrie$.Subscriptions can have very different fees, adngrtb the user’s profile:
while business school libraries with a good nundjestudents can pay thousands of euros per
month, individual customers can find offers fortjadew euros.

For the time being the offer is relatively limitadterms of total number of titles, especially in
comparison with the availability of printed bookkg active catalogue of publishers in the EU
is estimated at some 5 million titles, without ddiesing out of print works and orphan works,
of which a certain proportion is likely to be unadepyright anyway). In addition, many works

in the public domain are available to the public digital format thanks to numerous

digitisation initiatives by a large number of libies across Europe.

The digital transition and the possibilities it anbes have in fact prompted the creation of
many digital libraries all over Europe, out of pehhitiatives or public-private partnerships,
aimed in particular at preserving the various maticcultural heritages and at making them
available to the widest public possible.

Virtually all countries report similar initiativesy their National Libraries, as well as by many
other ones, which involve almost exclusively worksthe public domain and are mainly
focused on preserving the national cultural heet&yuch projects, funded by public resources
but sometimes also by public-private partnershipse often a small or medium scale, but in
a few countries, where funds are more easily avigJasome large scale operations have been
undertaken as well.

1 while printed books enjoy a reduced rate of VATHa large majority of countries in the EU, elenfoobooks
are applied the standard rate. A recent Directd@ugcil Directive 2009/47/EC of 5 May 2009 amending
Directive 2006/112/EC as regards reduced rateslobvadded tax ,entered into force in June 2008yal
applying reduced rates of VAT to books on “all phgsmeans of support”. In many cases, what puetskry
to do is somehow absorb the cost of VAT, so thatttbook does not appear to be more expensivatian
print version; this cannot be considered discogrdis such.
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Compared with the availability of public domain lisoin digital forms and also to the
commercial options offered to users, the presehcemyrighted works in digital libraries is at
the moment close to non existing. There are vaneasons for this, which can apply to most
or few of the European countries, according to ¢hses: the main interest in preserving
cultural heritage and ancient works whose veryigahis in danger; the presence of a good
library system that allows already a satisfact@geas to copyrighted books; legal uncertainty;
difficulties in finding agreements with right holde cost of finding information on right
holders (in particular when dealing with out ofrpiror orphan works) and/or of clearing rights
on books to be digitised.

In the very few cases in which copyrighted boolksdigitised and made available by libraries
outside of the commercial models illustrated abawsyally there are ad hoc individual
agreements with right holders (mostly publishergallecting societies) that may or may not
envisage a remuneration; sometimes there are thgpbsitions to this end, if for example
publishing is supported by public funds. Accesdigitised works is allowed only on the
premises of the libraries involved, or on instibmial intranets/extranets, and the books
involved are for the majority out of print.

On the other hand, it is not uncommon for librariesexploit commercially their digital
collections, basically of public domain works; thafyen offer rare books, quite ancient, of a
certain interest for the scholar community. Thisyvgametimes libraries try to recover the
costs of digitisation.

Some pilot projects are being set up in this figldh the aim of giving digitisation initiatives

of copyrighted books a more precise and stabledveonk and thus enhance the addition of
more recent works to the cultural patrimony avddab users in digital form. Such initiatives
generally involve libraries and broad joint righdldters’ representations and are the outcome
of negotiations among the parties on the detagedufes of the deals, especially in terms of
the limitations they are subject to. The most ie$éng cases, regarding the Netherlands and
Norway, are illustrated more extensively in the trgection (for details on the Dutch Voice-
Fobid agreement, see par. 4.10; for the Bookshelfept in Norway, see par. 4.11). The
Norwegian pilot project, in particular, in a mordvanced stage, is set to make a remarkable
amount of books available through the National &ipis website for free access by users
under a compensation scheme for right holders nehagllectively and dependent on the
number of pages available rather than on the nuesers. Such access will be subject to a
series of conditions, such as the limitation toWsgian IP addresses and the impossibility to
print, download, etc.

The most noteworthy case of a digital library thatvides some kind of access to copyrighted
works is currently that of Gallica, the project rbg the French National Library which
includes a number of books under copyright in thiéection its users can search and browse.
In this case, for viewing excerpts of the copyreghe-books and eventually purchasing them,
users are redirected to the suppliers’ websitegréaators); the system is very decentralised.
This model as well is further specified in the nesdction. Gallica also hosts a few
copyrighted works itself, under conditions negeiibseparately with the right holders.

A similar project is being studied in Spain, whére Spanish Digital Library plans to make a
number of copyrighted books searchable and displayap to 20% of their content as the
result of a joint venture between the Spanish Malid.ibrary and the Spanish Publishers
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Association. Access to and possibly purchase ofyragipted works will occur upon
redirection to aggregators’/distributors’ websites.

In addition, the French project is one of the n@intributors to the European Digital Library,
Europeana. Europeana aims at providing access rimp&s cultural and scientific heritage
though a cross-domain portal, supporting the hggitadigitisation and stimulating initiatives

to bring together existing digital content. It werlis a single access point to databases of a
series of institutions all over Europe. It is tHere a decentralised model: it does not host
files of works but redirects to the relevant ingiins after displaying search results. The
Spanish project also aims at contributing to Euaopethe same way that Gallica does.

Europeana is a very ambitious project, and hasnaEp@opean scope; its focus is not at all
limited to books, though, on the contrary, and e tnoment books do not represent the
majority of works available; in particular, thesehardly any trace of books under copyright.
In this respect, the recommendations made in thaildg study have not been followed so

far (most of them have, as we will see, in the sigapf Gallica instead). Indeed, a European
Commission official working on the initiative hadraitted that for the time being the project

is not fit for hosting copyrighted books, since tdoutions to it should consist of content, not

just catalogues, indexations or metadata. On therdtand, a report on the European Digital
Library adopted by the European Parliament2007 proposed a model for accessing digital
copyrighted content quite close to the Gallica one.

Nevertheless, it has to be borne in mind that ebengh digitisation initiatives aimed at

making copyrighted works available through librariare not very well developed, the
business models built on public-private partnershtpough very interesting best practices,
are not the only ones allowing the developmentdigital libraries" in the broad sense. The
commercial models established by many actors ofitaket are already allowing libraries to

make a shift to the digital world, and in a broadense even individuals can build up their
digital libraries.

3.3 Players of the digital book world

As already stated in the previous section, thetalididook market comprises a number of
actors, some of which are the same as in the ivadit printed book value chain and some
have appeared due to the new roles and opportsiitibanced by the transition to the digital
environment.

The survey on the European e-book market showsghealos producing digital versions of
their titles, both through an adaptation of thedoiciion processes and by way of digitising
their back lists; some of them engage directlyammercialising their electronic catalogues.
Established booksellers as well have made theiremioio the digital world and now sell e-
book along with printed books; other retailers slese in the sale of electronic works.
Distributors too can enter the electronic marketmfrthe printed one, or start as new
undertakings. Traditional libraries provide theatqons with access to electronic books, and,
as seen, brand new fully digital libraries are betmeated (Europeana is one of the most
outstanding examples).

1 Report on “2010: Digital libraries”, by MEP Marlééléne Descamps (EPP-ED, France), adopted on 27
Spetember 2007.

31/82



D3.4 Report on business models — Ed. 1

Some actors just specialise in providing techngaltions to others in the value chain:
digitisation, storage of files, provision of DRM Istons, delivery of files, setting up
distribution platforms, etc.

Many different actors enter into partnerships; oms cases they are fully private ones
(publishers and booksellers, distributors, agggattechnology providers, etc.), in other
cases they involve private and public players dlil@s in particular). The latter tend to be
much less common, although they comprise someeofrtbre remarkable experiences (such
as Gallica in France and Ebog in Denmark); in saames they basically aim at facilitating
book searches.

All in all, a good number of new players seem twehantered the book market due to the
digital shift, mainly due to the requirements diethby the technological needs; in particular,
aggregators appear to be the ones that commarar¢fest amount of sales.

3.4 The digitisation process: characteristics angdts

Information collected on the procedures and cogtgligitisation generally confirm the
findings of previous studies. Recent publicatiorsme already in a digital format,
simultaneously with the printed one, as this kifidezhnology is normally embedded in the
first phases of the book value chain. Publisherge htherefore at their disposal electronic
version of their titles (mainly in PDF format); geestill need to be adapted for the creation of
e-books, to produce files that are compatible whthdifferent reading softwares and devices,
to add possible extra features, to incorporatenieehmeasures of protection and so on.

Some publishers take care themselves of the cdomepocess, in particular those who
commercialise their e-books directly; others delitree original PDF files to distributors or
aggregators who in turn carry out the conversiomassist publishers in the process. In most
cases, these activities are outsourced to spemdalischnological companies. The most
common electronic formats are the e-book PDF aedetPub and the PRC (Mobipocket),
which are open standards, in the sense that tleegaanpatible with reading on most devices
and by many applications (PDF mainly on PCs, therston mobile devices)

Still, though some formats are more common and dedpe taking the lead, no single model
has emerged yet; a large number of formats exmiscaculates, some of which are already
out of production. Many argue, especially amongligbbrs, that open standards are the most
advantageous, since they offer a higher degreetefaperability and compatibility of reading
and delivering solutions. The ePub format is coer@d as particularly flexible. Open
standards, in addition, should prevent single teldgy providers from locking up the market.

For older titles, e-books are produced from exgstiard-copy books, generally by document
scanning, sometimes with the use of robotic boansers, which have the technology to
quickly scan books without damaging the originahpedition. Scanning a book produces a
set of image files, which may additionally be coried into a machine-editable text format by

1The PRC format is instead not open with regarchéating, hosting and delivering files independeafithe
“owner” of the format, since for example it is ruissible to distribute PRC files with DRM from adts of
the Mobipocket distribution platform.
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an optical character recognition (OCR) programsTdiiows e-books to be indexed and made
full-text searchable.

Given the greater complexity of the procedure, afi as the relatively smaller commercial
appeal of older titles, most publishers prefer twodigitise their back lists, at least at the
beginning of their experiences in the e-book market

The cost of producing an electronic book in a fdre@equate for commercial exploitation
(i.e. readable by the end user on whatever kindewice) can vary quite widely. The main
variables to take into account are: the sourcehefdigitisation process (paper or file); the
characteristics of the book (size and font of t@xgsence of illustrations; graphics and the
likes, ease of scanning printed copies); the forohalhe files of origin and of destination (the
cheapest being usually the conversion to e-book)PiE negotiation of rights for digital
publishing (not included in the older contracts amgart of the recent ones; more and more,
new contracts incorporate the management of digghts) with a series of right holders (not
only authors, but also illustrators, photographeéranslators, etc.); the complexity of the
required information technology equipment; the cheiin terms of adoption of DRM
systems, the need for checking scanned books, iaBpemomplex ones (currently OCR
technologies are not yet advanced enough to guwsrdntly adequate results, in particular
when e-books are destined to sales, rather thaa part of a freely accessible digital library);
the location of the files produced by publishenstfe printing of their titles (often such files
are stored by printers, who sometimes charge velsithigh fees for destocking them, in an
attempt to compensate what is seen as a threadiofedmediation}.

According to the combination of the aforementionvadiables, the cost of producing an e-
book can be as little as 20-35€ per title, for agerworks without extra features converted
into the simplest files, to as much as 1,000€, sjpecial works that need scanning and a
difficult optimisation process. In many cases, agion fares around 60-80€ for simple

formats and it can reach 150-300€ for producing meme-books in multiple, sophisticated

formats. When conversion operations are outsoufoeagxample to India or China (as many
UK publishers are increasingly doing), ‘simple’ edlis can cost as little as 5€ to produce.
The cost of destocking the files held by printeas be of up to 80€.

Such variability does not allow saying the ultimaterd on whether it is more expensive to
produce e-books from files or from printed copiesth cases occur, with scanning from hard-
copies presenting the largest variations. Nonesseleonversion from other file formats is
usually an easier process, it produces bettertseant! is being made simpler and cheaper by
technological progress.

Therefore, as some players report, the creationliférent files for printing and digital

publishing does not require a very high extra itwesnt, and if digitising backlist titles can
sometimes be much more expensive, this is not alvlag case. Still, in order to create a
significant catalogue of e-books, the overall inment could be particularly relevant,
especially until a few years ago; the total amoemtisaged to start moving in the e-book
market is difficult to assess, since it depends noany technical, legal and business

1 More in detail, generally printers’ PDFs are owibgdthe publisher but in some cases a fee is paieitieve
them. POD files (which can be converted to e-bavknht relatively easily) are hosted by the POD camyp
for an annual fee (usually about €5). Some aggoegdiave digitised files free of charge for puldish if the
publisher then wants to use the same files forrergiurpose, it has to ‘buy them back'.
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parameters; in some cases it was estimated at 4@®e€00,000€. This is why many
initiatives have been delayed, in the attempt tluce the production costs per unit.

More recently, light versions of digital asset mgeraent systems have been developed that
will provide a basic service as well as convertmgpecified number of titles for around
€5,000. If the publisher cannot afford this, it azse a wholesaler model at a very monthly
fee. If a more sophisticated solution than eithfethese is required, some platform providers
will allow part or all of the costs to be recoupddough a revenue share model. Such
solutions are easing the financial burden on thertieal side, an important aspect but not the
only one to be considered in assessing the casttefing the e-book market, as seen before.

As for the e-book formats, also for e-book readbesscene in Europe is still very dynamic
and fluid, as well as at its very first stages e¢elopment. So far various e-book readers have
in fact appeared but none of them has been abi@pose itself as a market dominant; an
alternative scenario is developing in the meantimbich sees a multiplicity of reading
devices, related to communication (mobile phonps)fessional usage (micro computers),
culture and entertainment (iPhone, game consoteg, &here is not a single standard for
reading e-books, especially due to the use of DRétlesns, which require devices capable of
handling them.

Dedicated e-readers are not widely available irogerfor the time being; in many countries
they are not commercialised yet and in those wtterg are they have been introduced often
only recently. According to various actors, impnments in the products and their more
widespread commercialisation are likely to give uise to the e-book market and to
digitisation initiatives in general.

The large majority of the actors of the e-book reaifikho provided information are using or
plan to use DRM systems in order to protect thairks. Such anti-circumvention techniques
may be used to restrict what the user may do witle-4ook. For instance, it may not be
possible to transfer ownership of an e-book to laoperson; some devices can “phone
home” to track readers and reading habits, respittting, or arbitrarily modify reading
material. This includes restricting the copying aistribution of works in the public domain
through the use of “click-wrap” licensing, effealy limiting the rights of the public to
distribute, sell or use texts in the public domagely.

DRM systems indeed allow the definition of differdmusiness models: they can allow
charging different fees for printing or copy/pagrmissions, predetermine the number of
simultaneous accesses to a work, enable rentatbggan “expiring time” to files and so on.
Still, in general actors recognise that often DR&thinologies are not particularly user-
friendly; this is why some of them prefer to ade@termarking solution, a lighter form of
protection consisting in embedding, possibly irrsildy, some additional information into
files that makes them recognisable and traceabteadter copying.

Also in the field of DRM it is widely acknowledgdtiat a higher degree of standardisation
and interoperability of solutions would help remas@me barriers to the expansion of the
market.

Face to the relevant costs of digitisation, esplgdifit is envisaged to make available very
large numbers of books in digital format (masstdigtion), the availability of resources is
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quite limited, in particular as far as public sugdor digitisation by publishers is concerned.
In some cases, public authorities expect the madkdtive such initiatives by private actors.
More in general, plans for mass digitisation ard nommon, again due to financial
constraints.

Indeed, of all the countries analysed, only Frasemms to have adopted a consistent policy of
support to publishers who wish to digitise theidlextions; the programme, aimed at
favouring the contribution of works to Gallica,atso destined to e-distributors. It is run by
the CNL (National Book Centre), which requests Iiersgies to participate in the digital
library project for at least one year.

The subventions cover a share of the total expesrsgan be used to cover costs of search
for right holders, renegotiation of contracts fagithl exploitation and digitisation processes,
among others. So far, 15334 titles have benefiteh fa subvention, of which some 20% are
available on Gallica (at 1 March, 2009), for a kqiledged of some 1,350,000€. CNL funds
have been crucial in particular in supporting dsgition initiatives by small and medium
publishers.

In Spain, the project for creating a digital lirancluding copyrighted books has been
beneficiary of public financing in the framework af government initiative to foster the
development of the information society; part of thads allocated to it will be destined to
publishers for covering digitisation expenses. Td that in Norway the National Library
covers the costs of digitisation and right holdees have copies of the electronic files
resulting can be considered as a sort of indinggpsrt.

In other countries there are examples of suppart®dok publishing in general, which
includes production of electronic books, or pokcencouraging the adoption of information
technologies by businesses.

3.5 Economic results

It is not easy to obtain detailed information oa #tonomic results of private undertakings or
on the content of private agreements; howeves fidssible to make some remarks on the
economic aspects of initiatives in digitisation d@hd e-book market.

As already mentioned, investment for setting upusiriess model in this field can be very
high (a few hundred thousand euros), due to martpiis in particular, it is a business sector
characterised by high fixed costs and usually loarkat volumes, which makes profitability

difficult to achieve.

Rather than in the digitisation process itself,shhas seen has a cost but might be kept under
control, an even higher share of the necessarysimant often resides in the information
technology system requirements for managing la@jaléses and connecting a number of
players with different file formats and businessdels. However, technology is catching up in
this field as well; digital asset management systane designed to perform this kind of tasks
instantaneously.

Given the aforementioned difficulties, especialp/to a few years ago, many initiatives have
been born as joint efforts, fully private and ifiesav cases public-private partnerships, which
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pool together actors that could not have undertakean projects individually. In general it
takes some years before businesses start recqudifits, and some more before the initial
investment is recovered; a good number of the iegigirojects have not yet or only recently
become profitable, though in some cases, wherglimitvestments were kept fairly limited,
profitability was achieved more rapidly. All in athis means that the number of players in the
market might take a while to grow appreciably ia trear future in countries where the sector
is still underdeveloped, while in the more devetbpees, where actors are taking advantage
of good levels of sales and the latest technolbgicagresses, a rapid expansion is already
taking place (for example, there are currently s@deredible companies in the UK market
now, up from maybe 10 one year ago).

3.6 Licensing models for making available copyrghtvorks and for dealing with out-of-
print and orphan works

When coming to licensing models for digitising amdking available copyrighted works by
libraries or clearing mechanisms for dealing witlt-of-print and orphan works, most sources
of information report an almost complete lack affsdevices, especially on any large scale.

For digitising and making available copyrighted siby libraries, as seen when talking
about digital libraries, there are not any gensealimodels, and actually in most countries
there are no models at all. Initiatives in thiddiare built on voluntary agreements set up on
ad hoc bases between libraries and right holdessalfeady mentioned, the most interesting
experiments will be illustrated in detail in thexhesection. Otherwise, there are the various
business models by suppliers of electronic bookbl{ghers, distributors, aggregators) which
provide libraries with access to collections of kounder copyright at some fee, in a regular
contractual form.

The same can be said about mechanisms for cleagimg on out-of-print and orphan works;
so far only a few experimentations have been uakler, and it is still early to draw any
conclusions. It is worth remarking that experimewfs licences for making available
copyrighted works actually concern mainly out-ofRpand orphan books.

Some actors report the lack of such establisheating mechanisms and of a more general
legal framework dealing with the issue as one efrttain obstacles to the inclusion of certain
titles in the digitisation initiatives by libraripshis problem is coupled with the objective

difficulties often encountered when trying to trate right holders for some titles (made

worse by the non inclusion of digital rights in flaege majority of contracts).

Some countries envisage the possibility of addngsitie issue of orphan and also out-of-print
works through collective management of rights; iki$or instance an option enabled in the
Nordic countries by the so called “Extended Collexiicence” (ECL), as explained below

(par. 3.73.

The rights information infrastructure the Arrow ct plans to build would provide a great
help in clarifying the status of many works thag¢ @otentially orphan and therefore lie in a

1 The issue is also further explained in the “Reporthe legal framework” prepared for the ARROWjgcb by
the Federation of European Publishers.

36/82



D3.4 Report on business models — Ed. 1

sort of juridical “limbo” given the absence of ddtahed legal mechanisms for dealing with
them.

For most actors in the e-book market, orphan warksnot an issue of particular relevance,
since they only deal with books whose right holdaesknown. As to out-of-print books, they

have more of a role in business models: as a mmiraome of the titles in some e-book

suppliers’ catalogues were in fact out-of-printdsef being commercialised again (without

this making any difference in the managing of cagyrdeals, most of the times); for other

players of the market, currently out-of-print work® an important part of the business, and
their importance is likely to grow, since print-demand techniques and electronic versions,
being technically always available, can provide kgowith a new or an extended commercial

life.

In this field, it is also worth mentioning the waok reproduction rights organisations (RROS).
In relation to digitisation and making available k® by libraries, several RROs assist right
holders (authors and publishers) in carrying oligeint search services and as rights clearance
centres to orphan and out-of-print works. On theegal level, RROs typically sustain authors
and publishers activities in authorising digitisatiactivities such as scanning of analogue
material for the printing out of a hard copy or tbe posting to secure networks (mainly of
fragments of publications for internal use only).

Several also license copying from digital origintds internal use; downloads from internet
and similar sources including for the making oftther hard copies or for posting to internal
networks; downloads and re-use of paid-for digitahtent; downloads and re-use of free-to-
view web pages; projection of material to whitelisarthe inclusion of copyright material in

power point presentations, etc. Again, in theseexamuthorisations are normally for the
reproduction of portions of works for internal usgly. Some RROs, in addition to licensing
the use of orphan and out-of-print works, also angle the transformation of material to

alternate formats readable by people with prinaliigies.

3.7 Conclusions

So, the landscape of digital publishing, accessibdf books in electronic format, digital
libraries and e-book markets in Europe is bothigant but still quite limited; moving fast
but basically at its beginning, and with big diffaces between countries, although some
similarities can be drawn as well among the varioeisds going on.

The main differences are dictated, as we have lsefame, by the size and growth rate of the
markets, which in turn is closely related to lirgjig issues. Still, a particular case is worth
mentioning, since it tends to draw a different leoréicross Europe: the case of Nordic
countries.

The legal technique called Extended Collective hgze (ECL) used in the Nordic countries
can be useful to deal with the issue of unknownan-locatable right holders. The ECL is a
support mechanism for freely negotiated non-exectudicensing agreements between an
organisation representing right holders and usec®itain sectors for specific uses. Once the
voluntary agreement is achieved and comes inte@farcs extended to other right holders that
are not members of the organisation. These may thaveption to opt out of the agreement or
extend the mandate to the rights administrator noraexclusive basis.
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The elements of an extended license system afeltbeing:

- the organization and the user conclude an agnmeteomethe basis of free negotiations;

- the organization has to be representative ifialg;

- the agreement is by law made binding on non-ssred right owners;

- the user may legally use all materials withowgdieg to meet individual claims;

- non-represented right owners have a right toviddal remuneration;

- non-represented right owners have in most casghtato prohibit the use of their works.

The ECL system could be well suited to facilitatigitdsation initiatives by libraries in
countries such as Denmark and Norway by solvingighee of orphan works and possibly
also of out-of-print works; however it is importatd recall that the starting point is a
voluntarily negotiated license with the rights hedwhere the necessary conditions are
agreed. The system can be applied to other copgdghaterial as well.

Nordic countries also appear to have a particulsolid system of public libraries, which are
considered very important and are therefore endowiéitl relevant budgets and offer high
quality services to their patrons; public librariesthose countries are much more likely to
make copyrighted e-books available to their userssibscribing to any of the business
models targeted at libraries set up by commerdaigpkers of electronic books.

Many difficulties hinder developments in this fieltfom economic obstacles to legal, to
technological ones. Often actors that could paadigitbe involved have an attitude of mistrust
toward entering the field of digital books, beutf@ors, publishers or librarians.

Authors sometimes are reticent in trading theiritdigrights, mainly for fear of illegal
copying; rights negotiations can be thus very caraped. This in turn affects publishers, who
often see in the management of the underlying sighte of the main obstacles to digitisation;
as already said, for all old contracts and many opees digital rights have to be negotiated
separately, and often with a plurality of subje&ablishers until recently have usually been
concerned as well by the large amount of investsneaeded to enter the e-book market, and
by the uncertainty which still characterises a mtaihk its youth where it is still difficult to
foresee the consolidation of any particular busne®dels and therefore the possibility to
secure returns for the investments. Difficultiesoahrise in making decisions about pricing,
formats, DRM and so on. Small publishers in palicwften lack the financial and also
human resources to organise a digital book prodmcsind distribution chain, though, as
noticed before, technological progress is rapitiignging this scenario, to the point that some
small publishers currently find themselves makieglthy revenues from e-books.

The absence of reader devices that matched thectexipas of users and offered a really
satisfactory user’s experience has been for loggriaus hindrance to the development of the
e-book market: had anything like what the iPod feashe music market appeared earlier, the
sector would have probably experienced a totallifedint dynamic. Also the lack of
standardisation in e-book format and reading sa@was been an impediment somehow, and
even more that of interoperability. If standardmatin fact is not always possible, or even
advisable (as for instance with the PDF and ePuhdts: the coexistence of two derives from
the need to pursuit different goals, reflowing oarious screens against preservation of
complex layouts), interoperability appears highdgidable.
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The current rapid diffusion of the ePub formatikely as well to favour the growth of the
sector: ePub is the file extension of an XML fornfat reflowable digital books and

publications; it allows publishers to produce aaddsa single digital publication file through
distribution and offers consumers interoperabiligtween software and hardware for
unencrypted reflowable digital books and other mattions.

Partnerships are often a good solution, they pogkther resources and expertise from
different actors and can be useful to overcomesiifices in attitudes and positions that can
be as much of an obstacle as objective elemerdgscbists. Collective undertakings can take
the form of common platforms for commercialisingo@sks, set up by publishers and

booksellers, for example, but also of agreementwd®n right holders and libraries to make

works available online to the public.

So far, the latter case has not seen many remarlatamples, and the most interesting
experiments are still at their very beginnings. dlibeless, an initiative like Gallica (which
will be examined more in detail in the next sectipar. 4.6) has so far helped raising
awareness among the book chain professionals afske and opportunities of the business,
assessing the technical and organisational asméctigital publishing and proving the
feasibility of a project providing users with joiatcess to public domain and copyrighted
works fully respecting the rights of right holdetepugh not its potential role of enhancing
sales of e-books (which in any case is not interaded major goal for a National Library or a
public-private partnership; the project is indeeaimty aimed at public goals - referencing of
titles, searches, etc.).

Meanwhile, as more and more publishers enter theo&-market, they contribute to a wider
understanding of the importance of including digitersions of books in the normal editorial
flow, in order to have files that can be easilyiested and converted; it becomes also clear
that this itself is not the most complicated regmient.

Actually, the problems with the profitability of bimess models in the e-book market,
deriving from the high levels of investments neettetuild a robust catalogue of works and
the limited volumes of sales (as witnessed alsthbyGallica case) point at the need, in order
to seriously enhance the availability of bookslectonic version, to adopt wider practices of
financial support to digitisation, especially azkdists are concerned. As it has been shown,
so far such initiatives are extremely limited; adt diffusion of such projects, through
public-private partnership, allocation of publiméls or other methods, could give a strong
impulse to the making available of copyrighted veoirk digital format to the general public.

In addition, whatever initiative aimed at creatitige conditions for the development of a
thriving e-book market would certainly constitutgpawerful stimulus to the digitisation and
making available of copyrighted works.

The inclusion of copyrighted books in digital libyainitiatives (such as Gallica) is seen
positively by users, also in cases when this igtdichto signalling works among search results
for redirection to commercial players, but usehs can be improved.

Borrowing or on site consultation of copyrightedoks by libraries’ users is still limited, in
particular given the small size of the e-book marbket it is taking on, especially in some
countries; for some players of the e-book sectue, library market is quite relevant, and
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accessing electronic publications through librarsea well developed practice in sectors such
as the academic one. These are the main diffisuléported: on one hand, many libraries, in
particular public ones, have very limited budgethjch do not allow them to subscribe to
commercial services. On the other, digitisatiorabyrighted works by libraries is limited by
the need to compensate adequately the right holddngh is an essential precondition to
ensure the fair remuneration of all actors in tle®kochain value; here, apart from the
shortage of funds, there is a lack of consolidateatiels, and negotiations can be quite
difficult. Another serious obstacle often reported the difficulty in retrieving rights
information about books, in particular those whach presumably out-of-print or orphan.

Still, the amount of works available to the pubticdigital format is steadily increasing, and
while some public-private partnerships represernteginteresting experiments, business-
driven solutions are so far the main contributorshie creation of digital libraries in a broad
sense.

As to the technological aspects, besides the adgastof having e-books in open, compatible
standards, many players agree even more on thegigcef some form of harmonisation of
metadata on electronic publications (keeping howavenind that having an elaborate system
of recording metadata is not necessarily synonynvaitts improving visibility), on making
access to the databases containing such informatsier and on trying to facilitate data
exchanges. Be the goal the creation of a platfamsélling e-books from different publishers,
the linking of a digital library to the websites wdrious aggregators, the setting of a system
for searching information on books or performindj-fext searches in a large number of
collections or the retrieval of rights informatifnom a series of databases, at the core it is all
about communication and exchange of informationwbeh informatics systems; the
advantages of standardisation, harmonisation aedojperability are therefore evident.

Instead, at present, as stated in the introductiifférent models exist but there is still a large
degree of fragmentation. Some experiments are lminducted, of course; Europeana is an
interesting model of interoperability, connectinazdns of contributors, some of which are in
turn aggregators of content from other sourcesgro#xamples come from the various

aggregators and joint platforms operating in theek market and from digital libraries such

as Gallica. All of these show the advantages ofding systems that are able to operate on
common technological grounds, for the exchangefofimation as well as files.

Furthermore, in some countries dialogues are gom@etween the holders of bibliographic
databases in order to achieve some level of hasataon if not an outright merger. Against
this background, the interoperable search infrasira that is expected to be the outcome of
the Arrow project, based on a network of nationaabases, could represent a huge step
forward in the direction of facilitating furtheriya initiatives of all kinds.
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4. Country files
4.1 Austria

Currently, there are about 1,000 publishers in AaisThese are mostly very small publishers,
more than 50% only having 10 or less titles in fprdnly about 100 publishers have more
than 100 titles in print. Very few publishers candonsidered big publishers.

In Austria, the e-book market is still very smalhere are only very few publishers who
actively engage in selling digitised books or bdigital material, namely Uberreuter, Manz
(Rechtsdatenbank) and Verlag Osterreich - and tivaber of available works in digital
format is quite low. Taking the case of one of tiggest publishers, Uberreuter, there is
presently just one new programme, where 9 titlesbaing digitised and are offered in digital
format via the platform Libri.de.

Some of the bigger Austrian bookshops also havernet bookshops, e.g. Thalia (being

publisher at the same time) or Tyrolia. Recentlyalia has started to sell also e-books in the
ePub format for the Sony eBook reader only. In @aldi recently a pure e-book retailer has

opened in Austria, Hixbooks, which cooperates \pitblishers and bookshops to sell e-books
for its own e-readers (Hixreader).

From a library perspective, there is no other exgsor planned initiative to make book

content searchable via internet apart from theadireestablished digital library initiatives and
the planned Austrian Digital library. These maigidil library initiatives are two projects by

the Austrian National Library (ANNO - Austrian Nepapers Online, ALEX - concentrated

on historic and contemporary parliamentary materald legal texts of Austria and of the
Habsburg Monarchy) and a joint effort by some ursitg libraries hosted by the University

of Innsbruck (ALO - Austrian Literature Online, Witontributions mainly by University and

Regional library of Tyrol, University library of @e). ALO has a digital collection of mainly

public domain books (and only a very few out ofnprithat users can access in full and for
free on its website.

As for the publishers, none of the ones interviewedld mention any existing or planned
initiative apart from facilitating access via liloie or the “search inside the book” function in
Amazon. However, most of the publishers showediftigrest in similar opportunities and
would welcome platforms and initiatives, but at Hane time they expressed strong concerns
about the investments needed and the risks to Kean.taAlso, they see no clear business
models and how to get return for the investmerey tould need to make.

There are currently no existing or planned pubtiggie partnerships in this field. There is
only one project which was mentioned twice as & watieresting opportunity for publishers
(Verlag Osterreich, Verlag Turia&Kant) and whichut turn out to be some sort of public-
private partnership. It is the planned open acdegmtive by FWF (Austrian Science

Foundation): It is foreseen that all publicatiomeduced with the help of funding from FWF
will need to be made available for free on therimt¢ after one year of the publication. The
involved publisher then gets a refund for that. ldeer, according to the interviewed
publishers, there are yet not clear directiveswdglines and therefore they are still waiting
and do not engage themselves.

41/82



D3.4 Report on business models — Ed. 1

None of the interviewed publishers could mention @wllective private initiatives for making
digital works available. There are no public pagito support digitisation of books by
publishers.

In addition, the University of Innsbruck (UIBK) cabnates a network of European libraries
called EOD (E-books on Demand). Users can ordepoks via the common library
catalogues; the libraries then digitise the reqeegiem and send it to the user via the EOD
service network, at a fee. The books digitisechia way will simultaneously be incorporated
into the digital libraries of the participating ldries and thus be accessible on the internet.
Works involved are mainly books published from 1%00.900; some libraries nevertheless
also be offer the digitisation of books beyond tivaeframe, namely for special user groups,
e.g. researchers or people who are visually imgamreblind. For some out of print books
EOD asks for a declaration of consent from the @utihr publisher. Due to the costs of
digitisation, the income of EOD libraries coverdygmart of the direct expenses.

Anyway, there are only of a very few cases in wtdopyrighted works are digitised and made
available by libraries. At UIBK the situation comemg out of print books is the following: if

a copyrighted out of print book is ordered via E@JIBK, then UIBK tries to get in contact
with the publisher in the case of published copyed books and with the author in the case
of unpublished manifestations, in particular theddse library then tries to get the written
permission for the described usage cases. Mosiediimes, once identified and contacted the
right holder, permission is granted without probdéeamd without any remuneration involved.
However, the biggest effort and most time consumpiragess is to find the right holder. There
can be many obstacles: the publishing house doesist anymore and there is no successor;
the author has died and it is unclear who inheritedrights; the publisher can be contacted
but can not clear rights for digital usage as W@s not part of the contract with the author;
and so on.

In the case of orphan works, at first, UIBK trias itlentify the right holder as above.
Whenever the right holder can’t be identified, fineblem is unsolvable, as there has been no
implementation of the recommendation about orpharksvin Austrian law. This means that
although a diligent search is executed and a wark lme declared as “orphan work”, it is
impossible to make use of it, because in Austremehs still no legal basis for digitising and
making available orphan works.

4.2 Belgium

The Belgian Royal Library (KBR), in the framework ibs mission to preserve and make
available to the public its collections, has depelb a series of digitisation projects. In
particular, in February 2009 the KBR launched itst@type of digital library, Belgica; it also
provides digital content to Europeana. The gregbnty of the works digitised for Belgica
belong to the public domain and are available feefon its website; the few exceptions
comprise mainly journals up to 1950, which are lade for consultation online only in the
premises of the Library.

Most books are displayed as PDF files, with a dquahat allows reading on screen but not

printing. In general, they are treated with OCR andched with metadata for indexation and
search.
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On the private side, the Belgian e-book markebisvery developed yet.
4.3 Bulgaria

No e-book projects exist at the moment in Bulgaties a small market, there is fear of illegal
copying and authors are very reticent in giving digital rights on their works. This is also
due the law allowing copying of books and the abeeof any levies or collecting society
system. Digitisation is at its very beginning, tigh initiatives of the National Library
involving newspapers, parliament proceedings frdm early XX century and ancient
manuscripts (all in the public domain). The mairstable is the lack of funds, which also
hampers the possible contribution to Europeana.

4.4 Denmark

The Danish Publishers Association recently condleteresearch on digital publishing in
Denmark; one of the conclusions was that the e-buakket is presently still quite small,
despite a quite high growth rate.

The Ministry of Culture has set up a working grdagprepare a report on the digitisation of
the Danish cultural heritage. The Publishers Asdmmn participated in the subgroup on
copyright issues, in particular to search for ausoh to the problem of orphan works.
Another subgroup stated it would be better to famushe parts of the cultural heritage which
are more difficult to access (because they are feagile, etc.) rather than targeting more
recent, copyrighted works. In general, the Danistaty system offers easy access to books,
therefore there is no need to concentrate effontsdigitising the copyrighted content of
libraries, especially given the costs it would éntais rather expected publishers will do it at
some point for commercial purposes.

Due to the previous considerations, the governmeasject on the digitisation of the cultural
heritage will not allocate funds for digitising gejghted works. In particular, no public funds
are available for digitisation of books by publishe

The Danish Agency for Libraries and Media invitée tPublishers Association to a meeting
on digitisation project for libraries’ content irder to make texts searchable. A first pilot
project will be launched involving one universitylpishing house; any further dialogue has
been postponed until the results of this experinagihbe known.

As for the orphan works issue, the expectation @miark is to tackle the problem through
the system of extended collective licences (ECliegeen in the Danish copyright law. An
ECL is an extension of an agreement to non-reptedeparties; Copydan, as a collective
management society, can establish such a mechdnisnepresents a substantial number of
right holders of certain types of works which amed in Denmark. The licence must be
approved by the Ministry of Culture, after whictethollective management society makes
agreements with users on the collection of paymdrits way, the ECL gives users the right
to exploit the works of both represented and ngmasented right holders.

This provision of the Danish Copyright Act allowibg deal with orphan works through ECL
systems has been in force since July 2008; amenrdntieen introduced established a new
ECL meant as a supplement to the one already egiatid also as a solution to the problems
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concerning orphan works, whose management is camesdly only a part of the new
regulation. However, so far no library has madestap in that direction.

Projects involving article 50 subsection 2 is likéb involve mass exploitation of works i.e.
libraries mass digitization, where part of the workvolved will be orphan works.

Copydan is expected to apply for a mandate fromvtiméstry of Culture to manage the issue;
nothing specific has been decided yet, and theilpbigsto have individual agreements with
publishers once an orphan work is found not toumh $s not ruled out. In the meantime, the
National Library has undertaken digitisation of anish cultural heritage, starting with the
works in the public domain; when it comes to coglyted material, again the expectation is
that the matter will be dealt by collective managatsocieties.

Copydan is already active in a project aimed aitidigg and making available sheet music,
for which the whole rights clearance issue is etgreto be solved through ECL.

In relation to libraries, Copydan has entered arL EQreement with research libraries
covering the digitisation of periodicals and adglfor research purposes; users can request a
scanned version of an article that does not ekisady in digital form and have it delivered to
them by email. Research libraries pay 6,34 DKK pansaction/requested article (0,84
Euros).

Finally, when it comes to libraries, Copydan aleernses the scanning and making available
in digital form (websites) of book covers. Instituts licensed are primary school libraries,
public libraries (municipalities) and research ditbes. Public libraries and research libraries
are licensed for textual rights on the basis ofviddial mandates negotiated with publishers
whereas school libraries are licensed via ECL.dRikrights are in all areas licensed via ECL
with Copydan Pictorial Arts as the mandating RR@mBry school libraries pay 2,55 Danish
Crowns (DKK) per student per year (0,34 Euros).liedibraries pay 0,0785 DKK per citizen
in the municipality per year (0,010 Euros), whickeans that according to their size public
libraries pay between 500 and 15000 DKK per ye@& 2800 Euros).

Research libraries pay 560,08 DKK (74,6 Euros) year the small ones, 1120,17 DKK
(149,35 Euros) per year the medium sized ones @®MKK (0,112 Euros) per student per
year the large ones. The size of the library igmheined according to standards given by the
Danish Agency for Libraries and Media. There ardimitations in the agreements as to how
many book covers that may be scanned/digitised.

On the market side, the most interesting experiem@enmark is that of ebog.dk. Ebog.dk is
an aggregator/distributor owned by the Dansk BibkeCenter (Danish Library Centre) and
some of the biggest book publishing houses in Dekmia is therefore a public-private
partnership. Ebog.dk has established itself as atenb aggregator building strong
relationships with many publishers, private andfggsional customers as well as university
libraries and public libraries.

Ebog.dk was established after winning a tenderedday the Danish Publishers Association

for a digital store and library that enabled e-l®dkom many different publishers to be
bought, rented or borrowed.
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Ebog.dk engaged an Australian company in early 260¥evelop three e-platforms to allow
users to buy, rent and borrow e-books. The compgasigned and developed an infrastructure
to host e-books in Adobe PDF format and iSilo a#l a& enabling users to buy and rent e-
books and a library lending solution based on idial customer subscriptions. They also
designed and developed an inclusive e-book stoamé would include titles from many
different publishers with very different technicaid editorial backgrounds. This enabled any
customer to search for a title, read a few pageg,do rent and download an e-book in any
digitised format.

Ebog.dk hosts, distributes and sells e-books adiglifferent technical solutions according to
the access models of its customers, online reaatimpwnload. Currently, some 100 Danish
publishers, large and small, provide their titleghe platform. Some 1,500 Danish titles are
available; at first they were only academic titleginly for middle and high grade education,
but now also the trade sector is growing. Non-ictiitles are prevalent, but fiction offer will
be increased soon since an e-reader is going fmubehed on the Danish market and ebog.dk
needs to prepare for the competition. Recently, esdf,000 titles from international
publishers have been added to the catalogue, frmme 0of the main academic and STM
publishers (Wiley, Reed Elsevier, Taylor&Francig¢c.p these are titles that have been
deemed as very relevant for students and libraries.

Upon search on the ebog.dk website, users arerpeeswith books titles, covers, metadata
and a brief extract; according to the publishershes; in some cases it is also possible to
view the index and a sample, but not parts of tbeah book. Full-text search can be

performed, as well as relying on metadata and kegysvdincluding those issued by the

National Library when e-books are registered as$ pfathe legal deposit obligations; books

available at ebog.dk also appear in the Nationatddry system).

The model destined to individual customers allowthtbuying (download) and renting single
titles. The selling price is determined by the jml#rs, who generally set the recommended
retail price around 75-80% of the price of the esponding printed version. The buyer is
allowed to print one copy of the book purchasedaase of rental, the user purchases access to
online reading for a limited amount of time: 1 dayeek, 1 month, 3 months or 6 months, at
a price ranging from 15% to 65% of the retail priBeok rented cannot be printed; copy/paste
is not allowed on any model. Both options can begho separately.

An e-book loaning platform for users of public Abes is also available. Customers can
borrow e-books for a week with access to the lesing after that period; access is granted
both in the libraries premises and remotely. Lilesithat subscribe to the service pay a one
time access fee based on the number of potentas asd then make payments for each book
visualised by their users (pay-per-view); the ctinds offered to libraries allow an 8 day loan
at 10% of the book’s selling price, which consgtuta 65% discount on the conditions
normally applied to printed books (7 day loan af®d620f the retail price). Loans can be
renewed, prompting another payment by the librafge system keeps track of every
individual title and libraries can access loanitagistics; they can select the titles they want to
make available and they have various options tat lamcess and loaning by their users
(weekly, monthly, yearly). They can also set a fitoi their total expenditure with ebog.dk
(again by different time frameworks) in order not deplete their acquisition budget too
quickly. Such budget, for a mid-sized library, cha around 500€ per month; typical
limitations allow users to borrow 10 to 15 books pwnth. 65% of the revenue from loans
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goes to publishers and the rest is kept by eboguakind half of the total revenues of ebog.dk
come from the library model. Whenever a book isrcmeed from a library, a link to a
bookstore appears as well that allows buying thakbo

In general, publishers supply their books alreadyhie format adequate for the platform; if
needed, ebog.dk facilitates the digitisation preceg submitting the material to the same
company which created its platform and then adases@inal technical details. Books are
indexed and full text searchable. The standardfoosgtigitising an average book (250 pages)
without special extra features is around 35€.

The main obstacles to the digitisation process \Wwatified as:
- the management of the underlying rights; of autligirsce in most contracts, and in all
of the somewhat older ones, digital rights wereinciuded), illustrators, etc.
making publishers understand the importance otitinly digital versions of books in
the normal editorial flow, in order to have eledimfiles that can be converted easily
and retrieved rapidly; and also clarifying how tlises not constitute a complicated
requirement.

Due to the small size of the market and the langestments required, the ebog.dk experience
so far has not been profitable; it is still in fiiegase of recovering the initial investment.

4.5 Finland

At present, in Finland, the e-book business isdadlgi non-existing. There are no public

policies to support digitisation by publishers. Admting to one publisher interviewed, the

Google Booksearch project could be a positiveatiite if it encompassed a stronger respect
for intellectual property rights; clearing rightssues is in fact conditional to publishers
participating in such projects.

The Finnish national Library has undertaken a igiion process, focused on public domain
works; commercial exploitation by publishers isre very beginning.

Gummerus Digital plans to develop e-solutions basedhe printed books (i.e. transform
traditional books into e-books) as well as creae ®-solutions that fit into their business
model. These solutions will be delivered throughkadds of electronic delivery chains, even
those outside the traditional book chains.

At this point only a couple of books are involvédt within one year the target is to increase
the number of e-book titles up to 100. The compailly rely on its resellers’ platforms.
Content shall be protected (DRM) and the pricedl $f&a20-40% lower than for the hard
cover printed book. So far customers are able yodmly individual e-books; other options
are under consideration as well, like subscriptions

The operation is initially financed through orgamowth and financing from Gummerus

Publishers, the publishing house that owns Gummiergisal. In the medium term, the aim is
to be the leading e-book provider in Finland.
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The company has not been involved in any initiativgh libraries in terms of digitisation and
making available; although the possibility is noted out, it is not a priority at the moment.
They have not taken part in any public-private @lective private initiatives either.

WSOQY publishing house plans to enter the e-bookkatan the next months. For the sales
and technological aspects, it might consider collation with other publishers. A series of
business models for making content available tbotners are being evaluated:
purchase and download of single e-books in sonmadb(ePub, Amazon, etc.);
licensing for a subscription allowing access toutoents online for a limited time;
downloading part of books for free and then payingrder to get the whole work;
chunking, i.e. the purchase of parts of e-bookayftdrs, etc.).

For the time being, efforts are being concentratetiow to reduce the costs of production per
unit. Some tests of digitisation processes have beedertaken; digitising can be quite costly,
due to, among the others, information technologstand the need for checking books after
digitisation (in particular since OCR technologytsl not very advanced).

In terms of file protection, watermarking will begpably preferred to DRM systems, which
are often not very user friendly.

The works involved in the project will be mostlymfiction; this will bring about a number of
side aspects to take into account: managing cqlaiealing with rights for pictures and
graphs, etc.

4.6 France

The electronic book market in France is not paladidy significant yet, especially compared
to the total size of the book publishing industip estimated 30 to 40 million €, some 1% of
the total turnover of book publishing, mainly orypital supports like CDs and DVDs; purely
electronic e-books may account for 0.1% of the reiatut precise statistics at present are not
available). Still, it is growing quite fast, and nyaexperiments have been made; all of the
major publishers now offer part of their catalogueselectronic format and the market is
expected to grow even more with the introductiomafew generation of reader devices: the
recent launch of Sony eReaders on the marketfecirikely to further accelerate its growth,
as well as to increase the importance of publishites in the ePub format. To give an idea,
FNAC opened its e-bookstore 6 months ago, and blass® far some 7000 eReaders; the
figure, though somehow remarkable, is also stithfamall.

The most important experience in the field of mgkiavailable copyrighted works in
electronic format from a library website is the I&al project, the result of a public-private
partnership between the French National LibraryHBand the French Publishers Association
(SNE), an interesting model for the coexistencpuidflic and private offers.

After the Paris Book Fair of March 2008, Gallicatl2e new version of the digital library of
the BnF, started displaying contemporary works urbgyright alongside its digital public
domain collections. The online access from a sirglay point to public domain works,
consultable entirely, and to contemporary worksictvitan be browsed for extracts in full
respect of copyright, constituted a world premiere.
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The BnF started digitising its collections in therlg 1990s; the first Gallica site opened in
1998, focusing on rare, fragile, ancient editionsthe public domain. Subsequently, the
digitising industry grew, technology improved drarmally and publishers started preparing to
make their content available in digital format;stiprompted a shift of perspective in the turn
of the decade.

In January 2006, the steering committee of the jgean Digital Library project submitted a
white paper to the French Ministry of Culture addieg the question of how to make
copyrighted works available and recommending tleattwn of a public-private partnership
involving publishers. In May 2006, the BnF was amsas French operator for the EDL
project, later named Europeana. A working group BiNE was set up to define the legal,
economic and technical conditions to make copyedhivorks available through a public
digital library. In March 2007, the BnF presented&@aopeana prototype with some 12000
public domain works digitised; soon thereafter, tdanistry of Culture created a new

committee in the National Book Centre (CNL) in geuof digitisation policies in order to

determine the modalities of financial aid to diggablishing projects.

The CNL is the public body in charge of financinglipies in support of the book industry;
financing from CNL prompted the BnF to start masgitdation of its public domain
collections. In October 2007, the beta version afliGa 2 was launched, and in December
publishers were illustrated the conditions for ggrating in it. In January 2008 the
Europeana project was back under the lead of thk, Elith Gallica 2 being the French
contribution to it. In March 2008, the experimetarted with over 3000 copyrighted works. In
November 2008, the EDL launched the first operatiorersion of Europeana. By March
2009, the integration of the first version of Gadliinto Gallica 2 was completed and the
project got its original name, Gallica.

Respect for copyright and fair remuneration of rigblders are a founding principle of the
Gallica 2 experiment. Other key points are:
- all publishers can make their works available ag las authors have ceded them the
rights for digital exploitation;
e-distributors (included the publishers themselweil)act as intermediaries between
publishers (who choose them) and the BnF (who amsrahem); the BnF is
authorised to harvest the distributors’ metadathtaxt files for indexation;
research of books on Gallica 2 is made on the dodles of public domain and
copyrighted works, relying on metadata and fult &earch;
browsing of extracts of copyrighted books is done tbe e-distributors’ sites,
according to the publishers’ indications;
it is possible to purchase the displayed workstistafrom an e-distributor site, by
downloading them directly from there or after rediron to an associated bookseller’s
site; the BnF and its public partners do not play aommercial role and do not
perceive any remuneration from the sales.

The business model applied to Gallica is theretbeg of the digital library for the public

domain works, and of the digital bookstore for augiyted works (for which case the digital
library model was deemed technically and econoinyicahrealistic); the latter relies on

individual paid for access to works according te tterms defined by publishers, thus
reproducing the model of selling printed books.
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Publishers and e-distributors are eligible as beraeies of the funds for digitisation and
diffusion of copyrighted works of the CNL. They ke¢o match two general criteria:
respecting the indications of the documental chafteopyrighted works established by BnF
and SNE, and holding explicitly the rights for dajiexploitation. In exchange, they commit
themselves to participate in the experimentationatdeast one year; the commitment is not
exclusive. For e-distributors, subventions can coyeto 50% of the expenses related to some
kinds of investments.

For publishers, eligible expenses are:
right holders search and renegotiation of contrémtsligital exploitation (up to 25%
of costs incurred);
cost of processing the titles to be digitised ocaverting existing files into ad hoc
formats; the aid applies to 50% of costs for boakmmercialised in non XML format
(capped at 0,50€ per page) and to 66% for thoX&ih format (capped at 0,66€), and
it can reach 2,66€ per page in case of printed $dlo&t present particular technical
constraints.

Subventions are paid by CNL to publishers in tvagest: one third after the agreement on the
proposal and the rest once the works are actuatjeravailable on Gallica 2.

In 2008, for the first time some private actors dféad from funding by the CNL for their
digitisation policies, in the framework of a redgphent of the budget for the European
Digital Library, until then exclusively destined tthe BnF. 51 publishers received a
subvention for the digitisation of 15,334 title$,which some 20% are available on Gallica 2
(at 1 March, 2009). Works approved for financingetaisually 4 to 12 months to become
available, due to the times for searching rightdead, renegotiating contracts, destocking,
digitisation, putting online, harvesting and so on.

Funds pledged so far amount to 1,350,998€, an geedh88€ per title; the amount per title
depends on the number of pages, the dimensioredbtit, the source format, the number of
typefaces and text levels treated, the destingdtomat. The experiment will be evaluated
after two years. In addition, 5 e-distributors (Nlag, Cyberlibris, Editis, E-pagine and

Cairn) shared 116,500 £.

The organisational and technical chain of Gallicaazks this way:

- publishers provide e-book files to one (and onlye,ofor simplicity) of the e-
distributors approved by the BnF of their choice;
the files are stored on the distributor's server;
once per month, BnF's server harvests metadatacangknt of new titles of all
distributors, through the standard protocol OAI-PMathd Gallica's engine indexes
metadata and text; this allows searching copyrdjldecuments the same way as
public domain ones, displaying document descrigtiaa search results, showing the
document description and redirecting the usereédibtributor's platform for browsing
excerpts of the book and buying it.

Users perform their searches on Gallica 2's sitbsequently they can visualise the entire

work, if it belongs to the public domain collectiohthe BnF or of one of the partner libraries,
or, if the work is copyrighted, they are showedraspntation of the work on Gallica, from

49/82



D3.4 Report on business models — Ed. 1

where they are redirected to a distributor's sitdbfowsing or purchasing the book, following
a procedure that depends on each distributor'sieéssimodels.

Given the limited number of copyrighted works aabie and the will to start the
experimentation with a critical mass of titles, timatial intention to strictly follow the
documentary choices of Gallica had to be relaxedauwour of a more realistic approach
limited to a series of recommendations.

In March 2009, a total of 102 publishers were pgiéiting in Gallica 2, and 6 e-distributors.
Some 6,100 copyrighted works were available onpietform, 3,000 of which having
benefited of CNL's financial support out of 15,38ditised so far overall. This gap is due to
technical and legal difficulties and to many pubdiss taking the initiative as a first
experiment. Therefore, as the beginning of Marc@920opyrighted works represented little
more than 6% of the total works available on Gallc They are distributed according to two
very different business models: Cyberlibris' farfeubscription scheme and the digital
bookstore download based one adopted by all thexsth

Attendance on Gallica 2's site, started on 2,508rsuper day, is now on some 4,000.
Copyrighted works received a good amount of vigi&% of the total throughout the period
under consideration, 1,2 million visits for 25 nah pages), but they generated a low number
of accesses to e-distributors’ sites (3 to 6% efttital files viewed, 100,000 to 200,000) and
even less purchases (an estimated 2,5% of the, 25800 to 5,000).

Users generally appreciate the inclusion of cofyed books in the search results, but users’
paths have often been found unsatisfactory. Fopé#rtcipants in the experiment, Gallica 2
delivered three main positive results:
- raising awareness among the book chain value wiofesls of the risks and
opportunities of digital publishing;
offering a chance to assess the technical and isagamal aspects of a digital book
production and distribution chain, including théfidulties encountered by publishers,
especially the small ones, in terms of financial hanman resources;
proving the feasibility of a project providing usewith joint access to public domain
and copyrighted works fully respecting the righitsight holders.

The main criticism on behalf of librarians is tmaithing has been done to allow loans or on
site consultation of copyrighted works.

The main recommendations following the assessmietiteofirst year of experimentation of
Gallica 2 include:
stimulating some kind of selection of the copyreghttitles to be included in the
project, possibly a self-regulation on behalf ofblshers according to some
guidelines;
encouraging the making available of out of printrkey the ones users are more
interested in;
proposing a single browsing system integrated énGhllica environment;
enhancing the signalling of ways to consult, bormvibuy a work.

As seen, many publishers actually participatechen Gallica 2 experiment in 2008-2009, in
this case mostly digitising works from their baskdi. Through this initiative publishers were
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able to discover an opportunity, though problematiee to the considerable costs and various
complications; however, now the most important ligrs are producing e-books on their
own. Their priority for the moment is to publishethew titles in digital format, since out-of-
print and backlist in general are more expensiveigitise and have a smaller market; the
preferred strategy is to create a market through titées and then invest in the backlist as
well. Despite this, a few publishers are alreadyesting remarkably in digitising their
backlist; one of these is Gallimard, which is daeontribute some 5,000 titles to Gallica. It
has been suggested that the CNL creates a spebsadlyg for digitising out of print works.

Among Gallica’s authorised distributors there i® af the most interesting business models
available. Cyberlibris is a distributor/ aggregatioat works on a subscription based model
that makes it basically a digital library for patdntent. It was created in 2001 with a
pragmatic approach in mind, aiming at crafting aibess model attractive for its simplicity to

all the players in the book value chain, from théhars to the readers. The underlying idea is
to reinterpret the concept of library online in @rdo monetise content not by selling books
one by one but by selling access to a service. \Whatonetised through the Cyberlibris

concept is reading time, which is something usuadly constrained.

One of the motives underlying the creation of tleevice was to regain the market for
academic and STM publications that was being lasttd illegal photocopying. All offers are
based on reading online; download is never an ppilibe choice was made due to the many
unresolved questions raised when considering a kbadnmodel, especially on behalf of
publishers: the pricing, format, DRM systems, mamg@gpdates, etc.

Through a subscription fee, the simplest solutiontiie user, access is granted to an online
library, full time, with no limitations (printingsi permitted as well) and a range of tools
(search, tagging, creating personal bookshelveg, & me 10 to 12,000 titles are available at
the moment, and the number keeps growing, fromret@00 publishers at the international

level (US, Canada, UK, France, etc.).

The model relies on a fixed sum subscription feBpse amount depends on the kind of
customer and the package purchased. The servicmitvaby aimed at business schools; they

would pay an institutional subscription based angtze of their potential audience (students,
researchers, etc.). The fee for institutional stpson averages around 30,000€ per year, for
a mid-sized institution with some 1,000 users; fie does not depend on the number of
books available. The mechanism has been extendewitodual subscribers, who can get

access to thematic collections of books (most erfithbetween 100-odd and 200-odd titles) for
as little as 1 to 2.5€ per month, due to the reduc®rginal costs brought about by

digitisation. Users can therefore create their oigital bookshelf, always available online.

There is also a model recently experimented in soeggons of France for local public
libraries; the mechanism is the same as the academei, with the library paying a fixed fee
based on the number of its users and its usensgettcess to collections of books. Due to
the different kind of books made available to lies, cheaper than the ones involved in the
academic model, fees in this case are quite lower.

Another service is being experimented: it is a Wweabed digital library for iPhones. Again,
there is no downloading, subscribers pay a fixesl dad get unlimited access online to a
catalogue of works; users are allowed to preloadiall number of pages on their device in
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order to cope with temporary disconnections of rtiechine, and in that case publishers are
paid twice for those pages. With this new featuybetlibris has started offering also fiction
books, at the moment some 600-700 titles are dlail&ubscribers of this service also get
access to a free collection of public domain woFksl text search is possible, and a series of
additional features (users’ comments, posts, viddéasithors speaking, etc.) enrich the offer
and aim at creating a users’ community.

50% of the subscription turnover is destined byelbris to paying copyright royalties. They
compute the number of consultations made for eabligher’'s works down at the single page
level per month (if pages are also printed they ewanted twice) and calculate each
publisher's market share; this is applied to th@lt@mount of royalties to obtain each
publisher’s reward. Publishers in turn share thetinrns with authors according to individual
contracts.

Many contracts with authors were reviewed at tloetion of Cyberlibris in order to ensure a
smooth working of the service. Digitisation has pagsented particular problems; publishers
usually already have electronic versions of thewks (PDF files), especially the most recent
ones. The problem is that sometimes such filestred by printers, who sometimes charge
up to 80€ for destocking them. Cyberlibris has ergaship with a Swiss company for the
digitisation of the most difficult cases, printeddks. Costs for digitisation depend on the
scenarios: from printed books, they can go frontégts to 32 cents per page, according to
the difficulty in handling the book itself; for mation of format, from a kind of file to
another, the cost is normally around 30-35€ pekl{oalculated on the amount of time spent
on the job by those in charge of it in the compaRy)ly searchable PDF files and image files
are created.

Also in the light of the incentives offered by tRkeench authorities for digitising in the
framework of the Gallica project, Cyberlibris encaged its publisher partners to submit their
backlists. The company itself is one of the auseidistributors of the French digital library.

Cyberlibris has a market on an international saais;active in France, Belgium, the UK and
it is planning to offer targeted services in Swedad Spain soon. Its subscribers through the
academic model are around 100,000 (students, odearand professors of the schools
involved), plus thousands of individual customers.

Cyberlibris tried to keep the initial investmentlas as possible; the company has become
soon profitable.

Numilog is another of the largest authorised distiors involved in the Gallica project and an
important player in the French e-book market. Noguik an e-book aggregator; its role is that
of a commercial distributor of copyrighted bookselectronic format on behalf of their right

owners. The main services it offers are the storpgatection and delivery of e-books on
behalf of publishers and the connection of publisieéth the retail channels.

Numilog provides publishers with a digital warehedsr their electronic books, where files
are stored and equipped with technological pratactystems and from where they can be
delivered to other players in the value chain,rmidiaries or final users. It provides also an
access and delivery channel for e-bookstores dm@ries to the digital collections of
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publishers. It acts as a commercial intermediatyvben publishers and all sorts of retail
channels (e-bookstores, e-stores, portals, moaikeecs, etc.).

Numilog acts also as a retail channel itself, sglle-books to final users, both private and
institutional. Its main strategy, nonethelesspislévelop and supply a network of other retalil
channels (for example, it provides e-books to FNA@jch has become the largest e-book
retailer in France).

The company was created in 1999, and has becomethmwargest e-book aggregator in
France. It was born as an individual private uradenig, and it has remained such until its
recent acquisition by Hachette publishing house.

The initial level of investment was very high, esplly due to the cost of information
technologies; the company only turned profitablet keear, after 9 years of existence. The
business is in fact characterised by high fixedsc@the initial investment), which coupled
with a small market volume make profitability veifficult to achieve. This will probably
mean that the number of players in the marketnatlincrease appreciably in the near future.

The business models enacted by Numilog includeofte private final users and to libraries.
Individual users can: purchase single e-books kytitte (download), thus reproducing the
printed model, at a price that is usually betwebraftd 30% lower than that of the printed
version for STM works, and 10-15% lower for litana (the decision on pricing lies with
publishers anyway; some choose not to practicepaicyg differentiation with respect to the
printed versions); purchase single chapters ofak lfeome promotional offers associate the
free access to a chapter of a book and the suhseguechase of the entire work at a
discount); purchase packages of e-books (by the satthor, or on a common topic), possibly
at a discount; read the book they are interestedanline, according to a rental model that
can be permanent (at the same price as the purdhassithout download) or limited in time
(starting from one hour as a minimum, at the pat®,50 or 1€; other options are available,
with different prices depending on their duratitut not linked to the selling price of the
book). Another model is being planned, the offeswbscriptions to collections of work for a
limited time at a yearly fee. One more possibibging considered is a link between printed
and electronic versions: for example, the offeaaliscount on the e-book for purchasers of a
printed copy.

One option for libraries is to buy single titlesdgprovide access to them to their users; this is
a reproduction of the loan model normally applietinted books: each title can be lent to
one user at a time, for a period established bylitinary. DRM systems ensure compliance
with the model, and the e-book files usually remaithe Numilog platform (no downloads);
this is the method preferred by publishers. Lilescan also adopt a subscription model; in
this case, e-books are made available on an abasa at a fee corresponding to the selling
price of the book, but they can be lent up to 3uliameous accesses. Independently from the
access model chosen by libraries, they can inpuomide their users with two different ways
of accessing e-books: reading online or downloadigfiles, in which case DRM systems
ensure files are only usable for a limited amountime. The library model accounts for
nearly half of Numilog’s revenues.

Another model will be implemented in the near feturlibraries - in particular
academic/university libraries with larger budgétarn public ones - will be able to subscribe
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to thematic e-book collections and offer unlimitextess to their student; a periodical fee will
be charged for the entire package.

Numilog offers the possibility to browse online sef the titles in its catalogue; this is in
particular an obligation for the over 2,800 titieprovides to Gallica (and consequently of
Europeana). As to the other works, the choice oétidr and what to display is up to
publishers. The software used for displaying snppmd e-books is the same that allows
reading online works accessed through the rentdiemo

Some 50,000 titles are available on Numilog’s platf, from about 150 publishers; most of
the publishers involved are French, and so are mbghe titles, but some large STM

international publishers provide e-books in Engleht well. French works cover STM,

academic, practical and literature categories, evtiie English ones are all SRM, although
fiction titles will be added soon. A good proportiof the French titles belongs to the fiction
category, possibly close to 40%.

E-books are available in different formats, somavbfch are now out of production; of the
active ones, PDF and ePub, open standards, aradsiecommon (especially PDF, the most
flexible of all) and should be in the future, bufland PRC files are present as well. Some
hundred audio e-books are available as well, mamigp3 or wma formats.

Numilog also offers digitisation services to pubéss that do not provide their titles in a
format directly deliverable to customers. The mosbmmon operation is the

conversion/optimisation to e-book PDF files, buttation to ePub files is performed as
well, and so is digitisation from printed books.sBofor digitisation can go from 20-30€ per
book for the most simple files to some 200-300€d@ation of ePub formats from complex
works; the average cost of conversion to PDF isr@td0-80€. Numilog provides digitisation
services to publishers who want to have theirditisted on Gallica. Numilog has benefited
from funding by the CNL for the development of tiéxt browsing system; CNL funds have
been crucial in supporting digitisation initiativieg small and medium publishers.

The main complexity in setting up a service like time Numilog provides, rather than in the
digitisation process itself, resides in the infotima technology system requirements for
managing large databases and connecting a numipayars with different file formats and
business models. Hence the high level of investmeeatied to enter the e-book market.

Plans for the future include investments by Haehadtretain the leadership among e-book
aggregators; the expansion of Numilog’'s offer tongs, works in Spanish and e-book
formats for iPhones.

By virtue of its business models, Numilog does deal with orphan works; out of print
books, on the other hand, are an important donwirts business, and their importance is
likely to grow. While most titles sooner or laterdeup not being printed anymore, electronic
versions remain always available, and can therdiax® an extended commercial life. Some
publishers, like La Découverte, have indeed comatad their digitisation efforts on their out
of print titles. This raises the question of whetbet of print books for which a digital version
is available are to be considered as out-of-pdisizussions on this issue are going on, mainly
between publishers and authors.
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La Découverte is a publishing house belonging ® Hdlitis Group. The Editis Group has
launched a platform for selling e-books since Saptr 2008; the platform was already active
before in the field of school books. The Hacheti®up is experimenting with FNAC to
distribute electronic books for e-readers. Alsoli@ard-La Martiniere and Flammarion are
planning to develop e-book platforms soon.

Some publishers are planning to develop themdtradies in the academic field in 2010 with
some thousands of books available. In 2005, a gafupublishers (Belin, De Boeck, La
Découverte and Eres) of humanities and social segjournals decided to join their efforts
to improve their presence on the internet and feroflso to actors willing to develop
electronic versions of their publications the neeeg technical and commercial tools; they
thus created the Cairn portal. In February 2006 Rtench National Library joined the project
in order to facilitate the development of a frarfoape publishing offer in digital format. The
initiative benefits from support by the CNL.

Cairn’s services aims at assisting publishing hews®l other actors in managing the double
publication of their francophone humanities jouspait thus covers the production and
distribution of printed and electronic versionswadrks and their distribution and promotion.
Cairn has several IT firms as partners, in paricidne who takes charge of the retro-
conversion of journal articles. Some 200 journals aow available on the portal, which
serves most university libraries in France throaglubscription system whose fee depends on
the potential number of users; distance accessisaged.

The platformsKiosque numérique de I'éducatiginé), a department of Hachette Livre, and
Canal numérique des savio(€NS), managed by Editis, offer some 200 textbaokdigital
format from a large number of publishers. The atiie is related to a plan by the
Government to reduce the weight carried by pupitéch includes endowing schools with the
technological means to project the texts in thesstlaoms. For the first year, a lack of
coordination and thus of standardisation of thesrothy different publishers had created
problems in installing contents in schools’ equipipdut now format and reading software
have been standardised. Schools may acquire thtaldigntent, either at a very low or nil
price, if a printed version is bought as well, btittee price of the printed version if it is the
only one purchased (this option is still by farslesommon). However, the market is
developing very slowly as it is dependent on thell@f equipment of schools, which local
authorities are in charge of funding, but alsotmttaining of teachers and their integration of
such technologies in their methods.

Electre, the French commercial bibliographic dasabaeveloped a platform one year ago that
should provide bookshops with full text searchtefdatalogue plus the possibility to display

widgets (to browse excerpts of books). The toolutthde used as an interface between
publishers’ platforms and booksellers’ sites inavrdb allow booksellers to have a single

access point to all e-book publishers’ offers ara/jle such service to their customers. The
platform has been realised but it is not operatidoe to a lack of agreement on its intended
use.

A dialogue is going on between the BnF, Electre &ilicom, the holders of French
bibliographic databases, in order to harmonise somweheir metadata.
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4.7 Germany

The German e-book market, though relatively smiall,continuously expanding; some
important selling platforms have emerged, suchiasdd.de, which offers some 35,000 titles,
mainly in PDF and ePub formats, or Libri.de, whis in store over 2,200 titles as ePub and
some 130,000 as Mobipocket.

In addition, Germany is host to one of the largastl most interesting collective private
experiments of making works available in digitarnf@t, Libreka!. Libreka! is a large
aggregator/distributor of electronic books. Thejgebis the result of a collective initiative of
all the German publishers and booksellers membdereedserman Publishers and Booksellers
Association (Bérsenverein des Deutschen Buchhandels run by MVB (Marketing- und
Verlagsservice des Buchhandels), the commerciasidialoy of the Boérsenverein, which
handles all of the commercial activities of theoasstion; around half of its business deal
with electronic publications, including the Germaoks-in-print database (VLB).

Libreka! was ideated in 2005 and became operation2007; at the beginning it was a full-
text search platform to which publishers uploadBdr Fles of their works with all the words
indexed as metadata. The service, open freelygaémeral public, did not allow copying,
downloading or printing, but permitted searching thgital books in their entirety according
to metadata and keywords.

Participation in the platform was initially slow,ittv some 4,000 titles uploaded at the start;
now, however, some 104,000 titles are availableséarching on Libreka!, from around 1,200
different publishers.

Publishers in general provide the platform witkediladapt to be directly uploaded (in PDF
format, and in the future it will be possible alsoXML). However, in the early years of the
introduction of digital technologies in the bookaah value, the production process was not
yet fit to this purpose, since the files used fonging could not be used for full-text search,
for various reasons (for example, sometimes psntesike final corrections and the definitive
file does not go back to the publisher, or publish#o not know which one the final version
of a work is, etc.).

For this reason, in the first years some publispeegerred to give Libreka! printed copies of
their works; the platform received this way somedB0 books for free and digitised them in
order to include them in the project. Libreka! todkarge of the cost of digitisation, which
was on average around 10-20 € per book; the relgtiow costs depended on the fact that the
files obtained did not need to be reformatted éaders, nor was there a need for checking for
the imperfections due to the error margin of OCBhi®logies, which would have been
necessary instead if the files were to be publigitezbld.

However, given the amount of books digitised, tneestment was remarkable; all in all, the
initial investment to set up the platform was betwe?2 and 3 million €, provided by the
financial flows of MVB. Libreka! has now become fitable on a yearly basis, but the
investment has not been fully recovered yet.

In terms of sources of income, at the basis ittbdse recalled that publishers in Germany pay
a fee to have their titles listed in the VLB (2 € pook). Since bibliographic searches only are
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not deemed as to give enough information, theeeptan to integrate full-text search among
the options available for all the books in the rmpdatabase. The MVB has therefore started
merging all of the functionalities of the VLB — vahi will likely cease its separate existence in
about 5 years — into Librekal.

This is the main source of income for the platfopublishers now pay a 3 € fee for listing
their works in the new platform, and there are sdnte million titles on VLB, which are
migrating at a 1 € fee.

In addition, in March 2009 Libreka! also startelbaing selling e-books through its platform;
it charges the seller (retailer or publisher) 5%haf net price of each e-book sold. Publishers
usually sell their titles at a 10 to 20% discowaini the printed version price. Some 12,000
titles are on offer at the moment, and they areeetqal to increase remarkably.

The main model so far enacted is that of individerddlook sales to private customers. An
experiment of a subscription model for librariess Haeen undertaken by one university
publisher, which offers full access to its catal®dga some university libraries at a fixed fee
for the first year; from the second year on, rematen will be based on usage measurement
(at book or page level), but the details have remnbagreed yet. Libraries get access to the
platform, they do not host the files themselves; downloading, copying or printing is
allowed to users (as a choice of the publishererativan a technical issue), who can access
works remotely through IP identification (extranets

Libreka! can take care of the whole e-book selpngcess on behalf of retailers, who just link
their websites to the platform and redirect theistomers to it for the entire transaction.
Another option sees Libreka! as a mere repositdrye-books: the sellers manage the
metadata, the payment process and everything etd.iareka! simply delivers the e-book
file to the customer.

Orphan works have not been covered by the projegtifylibraries provided such titles to
Libreka!, they would be included (the same appicegoublic domain works). There is also a
discussion going on with the German National Lipran the inclusion of out-of-print books
in the platform. If it were publishers who wantedupload their out-of-print titles, the same
procedure would apply as with books in print; ifwere libraries to undertake large scale
digitisation of such works, there could be a deghhem. Different situations are possible,
but the clearing of rights is a prerequisite Howeugbreka! is not actively pursuing any
objectives in these areas.

The German National Library (DNB) hosts almost asctely copyrighted material, as it was
created in relatively recent times mainly as thieremce for the legal deposit of German
works. As a consequence, no digitisation initiagitave been undertaken, since there has not
been so far the will to sustain the cost this womldolve. Only small projects regarding
newspapers have been set up.

No such initiatives are reported on behalf of otfilearies either, except for digitisation of
public domain books, in some cases on quite a lapgde. Financing for those activities
comes mainly from public resources, although a iugpdrganisation set up by scientists
provides support for digitisation of scientific regal. The Bavarian Library is scanning
public domain books in collaboration with Google.
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Since 2006, the DNB also receives all e-books phbti, under the legal deposit scheme. It is
entitled to make them available to its users, amlgs premises and according to the number
of copies received (limited simultaneous access&g)ortedly, the library is still in a phase of
development of the technology necessary to maniggaldgublications.

At the moment, a dialogue is going on between theBD the Borsenverein and
Verwertungsgesellschaft Wort (VG Wort, an RRO/atdilgg society representing authors and
publishers) in order to reach a trilateral agreegnoena clearing mechanism for dealing with
orphan works and out-of-print works. Under the plkeoh licensing scheme, VG Wort should
take over the legal responsibility for the digiiale of orphan and out-of-print books (with the
consent of the publishers). Regarding out-of-poimbks, this refers especially to cases where
the publisher is known, but is not in a positioditence the digital use her- or himself.

In cases where the publisher (or any other rightidrd cannot be found by the library, the
book will be indemnified by VG Wort. The library Whave to pay a fee to VG Wort as
escrow holder; the collecting society will in tuwsampensate right holders in case they turn up
at a later stage. The exact amount of the feelli®eing negotiated; most probably it will be
calculated according to the books’ publication daad be based on a certain percentage of
the former retail price. Additionally, an opt-oypteon for the right holder is provided, again
should he/she show up later. A statistics reporth@nuse per title will be supplied by the
library to the publishers on a yearly basis.

In connection to this, the DNB, VG Wort and the &irverein are collaborating to establish
an internet based portal that will allow librari@sclear copyrights before digitising out-of-
print books from their holdings. The initial ided the portal is that the rights clearance
process has to be carried out in an automated tamndiagdised way, in order to cope with
future plans of mass digitisation. In this conteke portal is expected to considerably reduce
the administrative burden for both libraries antbl@hers. Libraries’ requests for digitisation
licences are fed into the system by batch procgsbased on bibliographic metadata from the
German National Library’s online catalogue. They aratched against the German “Register
of Books in Sale” and the relevant authority fitesnake sure that the titles are a) not on the
regular market anymore, and b) indeed still cogrigrotected. The requests are then sorted
automatically and assigned to a competent perstreinespective publishing house (based on
the information from Boérsenverein’s publishers 8ate). Standardised agreements for
digitisation licences are provided. Titles for wtithe rights cannot be allocated by the
publisher and the right owners cannot be found@marded to VG Wort as orphans and are
indemnified by VG Wort. The project is planned ®realized in 2010 and 2011.

4.8 Ireland

There is no one as yet publishing e-books on a cential basis in Ireland. A number of
companies have carried out pilot projects, suclores Gill & Macmillan did with Caritas
College in Ballyfermot providing textbooks on lli&dreaders to students. These projects are
all still experimental and haven't yet reached #tage of selling e-books. Many Irish
publishers are planning digital delivery and geftiarrangements in place in relation to
contracts and rights but actual publishing of eksostill seems to be a few years away. E-
book readers have been introduced to the markee $&ss than a year, and e-books by UK
publishers are available.

58/82



D3.4 Report on business models — Ed. 1

4.9 ltaly

The Italian electronic book market has not readigdificant levels of development yet; it is
very small compared to the printed book marketti moment it is still in its “infancy”
phase, a phase that has been going on already day 1years, also due to the limited
availability of reader devices. However, there difteerences between various markets sectors
- university and professional, trade and educatiert®th because of the players involved,
their different experiences and skills, and becanfséhe inputs given by lawmakers and
public institutions.

Overall, only few private publishers have alreathrted to offer their books in electronic
format. Though some pilot projects were set uphm @arly 2000s, today in Italy it still does
not seem appropriate to talk about a real e-booketianarrow experiences are in place,
offering a very limited number of e-books availabiainly in PDF format; dedicated reading
devices have not been introduced yet.

The academic and professional sector appears maramic than others. Thanks to the
widespread use of the internet within its targefe: students and professionals - it is the
segment with the highest level of digital developinéSome of the main publishers are
involved in experimental projects of digitisationdaonline delivery of content, in particular
in the area of journals. Some of the new projectedee the production of e-book titles in
PDF version.

Academic and professional publisher Franco Angedi introduced e-books in 2007; now the
electronic catalogue available on its website ideki376 titles in PDF format, and it plans to
reach 1,000 by the end of 2009, in the belief thate-book will stimulate a different kind of
reading, particularly suited to the university gdfessional environment. The largest part of
electronic titles proposed consists of studiesesearch (70 - 80%), followed by professional
manuals (20-30%). The majority of titles are nevtieds that are released simultaneously
both in printed and electronic version; both arepltiiyed in the catalogue and can be
purchased online and each one is assigned a difféBBN number. Nevertheless, the
catalogue includes also some new titles availahlg im e-book version, together with few
out of print titles newly released in digital vensj the latter could be a way to keep available
titles that can still have an audience but thatatild not be cost-effective to reprint.

For e-book management, Franco Angeli adopted teeftisndly CS4 platform by Adobe.
Before purchase, users are allowed to see the imd@xhe first 20 pages of each e-book. The
purchase is in fact a "use licence" that allowddwnload the file and to receive an access key
that will permit the buyer to store and view thbask, but only on one PC. In particular cases
(PC crash or change, corruption of file, etc.yipossible to obtain a new file upon request to
the publishing house. As a guarantee and proteofiaopyright, DRM is embedded so that it
is not possible to print the e-book, copy partg,dbrward it or make it visible to others. The
e-book price is only slightly lower than that oétprinted book. E-books are in fact penalised
by an unfavourable tax regime: they are appliedAd Yate of 20%, while on printed editions
the rate applicable is 4%.

Publisher Liguori, active in the fields of humamcl and technical sciences, has been in
recent years actively engaged in research in irth@vaareas of publishing and
communication. Liguori entered the e-book fiel®2D03; it also offers multimedia content for
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eLearning, software, supplementary materials irpsetipof books, and manuals for teachers.
406 titles are currently available on its websites catalogue will constantly increase since
most of the production in its disciplinary field iis double format, digital and paper, with
somebooks being released only in electronic versiomt®d and digital versions are assigned
different ISBNSs.

Liguori’'s e-books offer functionalities typical afigital documents (highlight, bookmark,
search in the text, hyperlinks, etc.) as well aditaxhal multimedia resources (high resolution
pictures, audio and videos). Accessibility issuss @so taken into account: when print is
allowed this is compatible with Braille printersatiest versions of PDF files are readable
through vocal synthesisers in addition to allowfagctions useful for the visually impaired.
Functionalities such as browsing sample pagesetigearch are available online.

E-books are generally supplied in Adobe PDF forarat therefore can be read with the free
software Adobe. In some cases, they are availabléobipocket format, readable on
computers, laptops and PDAs. Files are protectedutin DRM preventing copying or
transferring; printing is licensed only in certaiases (e.g. purchase of chapters). Electronic
books are priced at about 50% of the printed varsipon purchasing an e-book, it is possible
to buy a hard copy with a discount equal to the @maid for the e-book version. In some
cases, users can also purchase individual chaptare book (Pay per chapter service), at
prices proportional to the number of pages. Fitesd@wnloaded directly on users’ computers
or PDAs; when content updates are foreseen, theybeadownloaded from the website as
well.

Since 2002 Bruno Editore has run a training paatad operated in digital publishing. Its e-
book production is focused mainly on personal, ggsional and financial growth. In 2008, it
created two virtual communities, to connect authorthe training field and to promote and
sell its products online. Bruno Editore also offB2B services to publishers; during 2009, it
reached experimental agreements with other pulisimterested in testing the electronic
format and new business models.

The Bruno Editore catalogue, frequentlpdated, currently offers 143 e-books. Titles are
released in electronic version only and one tide heen released specifically for iPhone.
Bookshops can distribute Bruno Editore’s produst®J&B-books: the e-book is uploaded on
a USB stick customised with the logo of the puldish

For e-book managing, Bruno Editore adopted thdgtat Adobe; they offer the possibility to
display the e-books index, presentation and inwtdn in PDF format. It is not possible to
print the e-book, copy parts of it, forward it oake it visible to others. In addition to the
purchase of single titles, users can also use scaphon model that allows access to a fixed
number of titles on a monthly or yearly basis (eztwely up to 13 titles a month for 200 €
and 137 titles a year for 2,000 €, plus VAT). Theerage price is 29 € per book; as a
marketing strategy, after registering on the wehsgters can download some titles for free.

Created by the University of Florence in 2003, Eirenze University Press (FUP) is active in
production and distribution but also in preservatand archiving of publishing products in

electronic format. FUP makes extensive use of aig@chnologies at the forefront of the

creation and dissemination of its publications;paiblications are released both in digital and
paper version, and digital content is producedudhoXML formats.
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A non modifiable electronic copy of each title ensto the National Library of Florence for
the purposes of legal deposit, thus guaranteeiegqtiality of the publication as a truly
academic and scientific one. Access conditions igital versions (PDF format) are
established for each publication, together withhard, seeking a balance between the
principles of Open Access and the protection ofrthghts and their work. In general the
possibilities for access include: free preview wal(read only option) of all sections of the
book and printing of specific sections like presdion, introduction/preface; free or paid for
download of the complete work or single parts. \ivitihe copyright management agreements,
FUP allows the authors to distribute an electrmeicsion of their works in open archives and
institutional repositories without commercial pusps. Temporary access keys can be
assigned to each digital publication thus allowagvide range of uses in compliance with
copyright protection.

Paper copies are released trough digital techredotiiat allow balancing the number of
copies printed with the actual market or didacteeds with a consistent saving in the
production costs (print on demand). Books can brehased through the FUP website either
in paper or digital version; while the purchasgaper version is managed directly within the
FUP website, for digital versions buyers are redee to the website of the aggregator
Casalini. Costs are differentiated between papédr digital version but vary from book to
book.

Professional and university publishers Egea aniulino also offer digital materials to
students, teachers, professionals and researdbats,for free and at a fee, according to
specific conditions.

In the trade sector, the early 2000s saw some rglaigeve the first steps in the field of digital
books by creating dedicated e-book sections i thebsites; such initiatives stopped due to
the lack of development of the market. Nowadaysseen before, the market is still very
small and none of the big publishers has undertakspecific and structured project. The
little availability of reading devices (neither Aman nor Sony have entered the Italian
market) and lack of a standard are probably thenmegisons for this attitude. Nevertheless, at
the same time the publishing community shows areasing interest in the subject.

The Mondadori Group, the largest Italian trade @har (28.8% of the market in 2008),

launched electronic books in Italy in 2001 in cbhteation with Microsoft Corp. A dedicated

website introduces users to this first e-book shuampere books in electronic format can be
bought, downloaded and read. With an initial seé&cof hundred classic and contemporary
tittes from the Mondadori catalogue, the site cotlge offers more than 500 titles and is

regularly updated.

E-books in the catalogue are in Microsoft Read#)y format and can be read by downloading
the free Microsoft Reader software and activatingessonal account that validates the
software installed and allows the view of purchasdoboks. With the same account it is
possible to validate and therefore use Microsotidee up to four times; this allows reading e-
books on several devices (PC, laptop or Pocket R€printing is allowed and books cannot
be read through vocal synthesisers. The priceatrenic books is significantly lower than

that of printed books; a few titles can be downé&zhtbr free.
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Apogeo, a publishing house specialised in compgtaphics and computing, presented in
2000 its e-book project and made available the #ooks on its website. Its e-book
catalogue offers around 100 titles; some are adailiee of charge. E-books included in the
catalogue are native digital, i.e. are not avadlad a printed version.

For e-book management Apogeo adopted Adobe Platfpreviously they distributed e-
books in various formats (PDF, lit, html), but ndihey settled on the PDF format from
Adobe, perceived as a standdeldfacto To access e-books customers must buy a use dicenc
that provides access to download and provides swuoaid to open the files. Users can copy
parts of the text with a simple 'Copy/Paste’, pamte-book or parts of it for personal use, and
are also allowed to make digital copies on varidasices, again for personal use. E-books
can be transported on a USB stick or a standardROM. The content is the same as that
published on paper. With certain exceptions (sushtexts distributed under Creative
Commons), e-books are copyrighted; use is limitetthé¢ holder of the licence.

In the field of textbooks, after years of discussicon the costs for families, the Italian
Government tried to find a solution and in AuguSD& released a new law according to
which, by the school year 2011/2012, all textboa#lepted in the Italian schools must have,
besides the paper version, an online and downldaddigital version. From now on
publishers must provide, beside the paper versaomixed version (paper + digital) or a
digital one. The provision is based on the unproaed disputable assumption that digital
books can be less expensive than printed oneshwiaes not take into account all the costs
related to the technological infrastructure neededeliver digital content and those related to
the creation of new kinds of interactive contehhdgeded.

All publishers must follow the new rules, otherwideir books cannot be adopted by
teachers. This law will therefore change the stpataf publishers of educational content; all
of them are now studying new kinds of textbooks swising in providing mixed or digital
content along with the paper versions.

Garamond is a publishing house focused on use tifmadlia technologies in teaching and

learning, including the production of content (bsoke-books, learning objects) and

instruments (author programs, platforms, networktesys hardware and software) and the
training and updating of teachers, carried out tgahrough e-learning. Garamond currently

proposes a catalogue of electronic textbooks ditk@ for primary and secondary school.

Also Garamond adopted the platform Adobe for mamgagtbooks. Electronic books are quite
similar to traditional volumes, but offer the adteges of saving and updating. Students are
allowed to download a sample chapter for free, evtghchers, following the same principle of
the paper version, can download the full text fealeation. E-books can be downloaded on
personal computers in PDF format and carried orEB lstick. At the request of the teacher,
students can print out the pages they need. ltossible to update the content without
additional costs, with the possibility to integratee book with supplementary materials,
exercises and other multimedia and interactivestefhe e-book price is fixed at 9, 90 €.

Nowadays in ltaly there is only one main aggregaibrigital content, Casalini Digital
Division (part of distributor Casalini Libri), whicis mainly focused on the international
librarian market. In the domestic market no aggi@yga operating yet. While being primarily
a library service, Casalini also acts as a distoibfor a select group of Italian publishers.
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Casalini manages Editoria Italiana Online (EIOg targest database of e-content in full-text
format by Italian academic publishers in the humi@siand social sciences. The complete
EIO collection now comprises some 3,000 monogragtts proceedings and 200 periodicals
from around 50 publishers, accessible via a DRNfglia with sophisticated search facilities.

EIO presents flexible subscription options to li@a and institutions, and also allows

individual users to buy single titles and chapt@asalini offers a one-month free trial period
to libraries, universities and consortia. Acces&lO is granted to all members and walk-in
users of subscribing institutions via IP addresogaition and allows for connection via

proxy server; there are no limits on the numberswhultaneous users. Subscribers to
Casalini’s bibliographical databases www.ilibraitd www.leriviste.it can access the full text
of titles via links in the corresponding biblioghap records.

The implementation of Adobe LiveCycle Policy Senes the Digital Rights Platform
facilitates access and consultation of the eleatrtaxts in the collection, allowing users to
view texts, print documents and conduct sophistitaearches via a single system with free
Adobe Reader software. While navigating in EIO rsis@n access full text PDF files to view,
print, copy/paste and, in the case of periodidatlas, save the electronic documents.

Online bookstores at the moment only sell printedks, but some are planning to enter the e-
book market as well, such as Internet Book Shof)|Ehe Italian leader of online book sales.
Also Hoepli.it, the internet channel of Hoepli pighing house, is considering the possibility
to introduce an e-book section, if other publisherter the market and provide a large amount
of titles. Feltrinelli, another large publisher vian own distribution network, sells 3 kinds of
e-readers, but no e-books.

Talking about reading devices, the main producé&sazon and Sony - have not entered the
Italian market yet. Some e-readers are alreadytadlaiin some bookstore chains, but their
sales are still very limited, possibly due the sitgrof e-book titles in Italian. Simplicissimus
Book Farm entered the e-book field in 2004, it rilsttes iLiad and the other e- readers
available, Cybook and Bebook, on the European nhaltkalso offers services to publishers:
conversion, production and distribution of -ebobksides the development of professional
applications based on elnk. It also has a smadll@giie of electronic books, most of which
free of charge and the others downloadable at.artee arrival of the Sony Reader in Italy is
expected at some time in 2010.

Besides these initial steps by some publishershen é-book market, basically no other
initiatives for facilitating search of book contemtline are in place in Italy; in particular, no
public-private partnership exist, neither privatellective initiatives. No public policies
support digitisation of books by publishers.

As to digital library initiatives, the main projeist the Internet Culturale portal. It is the portal

of the catalogues and digital collections of Italldraries; it allows to search digital contents

or collections offered by public or private librsi and institutions. It proposes an integrated
access system to the digital and traditional resmuof libraries, archives, and other Italian
cultural institutions, in order to promote and emt&the knowledge and availability of the

cultural heritage to a national and internatioeakl with particular focus on textual material.
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Internet Culturale presents both the general aadtbfessional user with the opportunity to
search bibliographical information and digital camts coming from different information

sources. It gathers and integrates previous psojectigital libraries, single collections of
contents digitised by different entities. At thengatime it is meant to be integrated within
Culturaltalia, the portal that will provide Eurompeawith works of the Italian Cultural

Heritage

The current portal is the result of a project sthih 2003 aimed at creating an Italian Digital
Library Portal and Cultural-Tourist Network by tedarming the National Library System

(SBN) from a service for catalographic informatimna service for the creation and online
availability of knowledge, and by gathering in agle distributed architecture the results of
other public funded programmes dedicated to expbpithe digital environment to make

available information and material on the Italiamiture. The SBN is a national services
network which connects over 3,500 libraries engagedreating a collective national

catalogue.

Through the SBN OPAC it is possible, by way of dienpr advanced queries, to search
records kept by 3,500 Italian libraries belongiogihiversities, local organizations, public and

private institutions, all working in different diptinary areas, concerning works published

since the history of the press began until tod&ese include historical manuscript catalogues
bound in volumes or in card format, and speciahlogues, such as the BibMan and Manus
data files (regarding manuscripts) and Edit 16 drdimg 16th century editions). The latter

gives access to archives of authors, titles, phbis printer devices and relevant digitised
images (frontispieces, colophon, brands).

The portal’'s repertory of digital collections dabes the collections which have been
digitised or are going to be digitised, belongiglibraries, museums, archives and other
cultural institutions in Italy. At the moment 27eahe digital collections available. The idea is
to provide internet users with the opportunity dentify and localise the available digital
collections and, if possible, to consult them diseonline; as a matter of fact, institutions
owning their own repositories are able to makerth@ital objects visible on the Internet
Culturale website through OAI-PMH. Institutions thare willing to make their digitised
content available through the portal but do not awvrepository can do it, depositing their
files on the portal’s repositories, integrated witle appropriate metadata. The search of
digital images and material is made possible byueof tools such as SDX, the international
standard system for access to digital collecti@onms.

Among the collections searchable through Interneliutale, it is interesting to mention
Biblioteca Italiana (Biblt,) a digital library thaathers texts from the Medieval Age to th&'20
century. Peculiar of this collection is not onlyethnclusion of some copyrighted works, but
also the digitisation technique adopted. While mafstligital collections are images, and
therefore do not allow text search and other ads@rionctionalities, textual works digitised
in this collection are encoded in XML format acdogl the TEI scheme. The Biblt
architecture is based on the OAIS model using nm@tonal standards and open source
technologies. Users are provided with a searchrfate for the catalogue where each
document can be consulted according to key desariphd technical metadata; the different
modalities of access to the work currently includewnload the XML file (the possibility to
download the document in other formats such as PD¥T, Microsoft LIT is under
development); visualize an HTML version; perforrii-text search.
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At the moment Biblt digitised about 1700 books, rearf them freely accessible and
downloadable. With regard to copyrighted works,pacsal collection within Biblt comes
from the cooperation with publishing house Latenxhjch allowed the digitisation of one
series, "Scrittori d'ltalia”, closed in 1987, atslhaking available online for free, though only
for consultation with no possibility of downloadllAhe texts are images (JPG and TIFF
format) with descriptive metadata and identifiarikkéd to SBN records or Biblt records in
case the text is available in other formats ( XMEfTand HTML). In total, 125,171 pages
were digitised.

The Biblt is a project supported by the programmaéan Digital Library, promoted by the
Italian Ministry for Cultural Heritage and Activéis as a platform of initiatives connected to
the digitisation of Italian bibliographic resources

Focusing more on the digitisation and making awégleof copyrighted works by libraries,
there are no validated models of licensing betwegdtt holders and libraries in Italy, neither
are there clearing mechanisms for dealing with aftgrint and orphan works. A recent
initiative aimed at promoting fruition of digitabatent through libraries is still in a very early
phase of implementation.

The project, called MedialibraryOnLine, is sponsbly a number of Italian public libraries
with the technological support and consultancyhef new media agency Horizons Unlimited.
Its goal is the creation of a national network ibfdries and library systems interested in
experiencing an operational model for acquisitiondl ananagement of digital resources in
order to promote fruition of digital content withiheir subscribers. It should set up a system
that will provide a technological platform for disution of any type of digital content (audio,
video, database, audio-books, e-books, e-learngtigg) and a portal for Digital Asset
Management to deal with copyright and licensingeéss

Medialibrary is not only a service (provided by Hons to libraries); it is also a network of

public libraries linked to local governments thali wct as a consortium in sharing costs and
resources of the system. Since its launch in M&@DO, almost 400 public libraries have

become part of the consortium.

The platform will provide to member libraries agi access point to open access resources
(gathered in a repository) and to commercial cdrdefected by libraries and purchased either
by individual libraries or as a consortium. Eachtipgant entity will have a customised
portal to access the platform and appropriate itrgirand assistance for their personnel.
Digital resources will be accessible by subscrilrany individual library either remotely
(streaming mode mainly, possible testing with desisuch as e-readers/iPhones may be
planned in 2010) or within library premises viaistgred id and password.

Libraries will subscribe a multi-annual licencetthaves access to the platform on the library's
computers and their users’, the availability ofrered digital repository and a guaranteed
bandwidth for the audio/video streaming servicee $lgning of this license will grant access
to all open access content accumulated by the metawad include a share of commercial
content over time acquired by the consortium.
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The project is actually in its testing phase aretdfore is seeking agreements with publishers
willing to supply the system with their works. Thigll be the occasion to test contractual and
licensing models for the distribution of e-booksthin libraries that will be discussed
individually with each publishing house. Publishendi be provided a customised portal to
give visibility to their books among member libesiwithin the network, thus facilitating
acquisition of the licence by libraries, and witgtatistics on use of their content.

Planning foresees by 2009 a test phase with puisiind libraries for acquisition of content,
creation of catalogues of digital collections amedting of pricing models. In 2010 the test
phase should concern libraries and final users (egistered subscribers) and therefore
include actual purchase and use by general pulitie.project is meant to be a trial for new
business/technological models; libraries as a atnso will have the possibility to
experiment the e-book market. On the other handpdiblisher this could be a test-bed to
monitor and at the same time encourage circulatfabooks among the general public.

In terms of challenges, libraries will need to isvén training for staff in the use of the

platform and to have the appropriate equipmenthair tpremises. With regard to remote
access by library subscribers, the actual avaitglof devices /broadband for streaming by
users can limit the number of potential users ef $krvice. Publishers, especially of trade
books (the most suitable products for the targgtuidlic libraries), do not have a consolidated
offer of digital books, so joining this project widunvolve a certain investment in terms of
detailing licensing models and in terms of rightanagement, as well as of meeting
digitisation costs.

Another initiative worth mentioning, though stilh ithe planning phase, is Digital Italian
Books (LID), another project aimed at facilitatiagcess to Italian culture and literary heritage
through technology.

The idea is to provide users with a single accesstgor performing full-text searches of
books from ltalian publishers and libraries. Onocand a title, users will be able to display
samples - if the work is commercially availablendawill be redirected to commercial sites to
purchase a hard copy or will be able to accessgadaticopy, be it in a library or in a

commercial website.

LID will be integrated with the legal deposit systéor digital files developed by the National
Library of Florence. Works will be made availablet only through the LID portal, but also
through normal search engines, other aggregatorsligital libraries and in particular
Europeana.

The project relies on a public-private partnershipe National Libraries of Rome and
Florence and the Central Institute for the Singlalbgue (ICCU) on the public side; the
Italian publishers association (AIE) and AIDRO, epnoduction rights organisation, on the
private. It is the first such initiative in Italy.

4.10 Netherlands

The size of the e-book market in the Netherland=letively small, especially as far as the
trade market is concerned; in this sector, only 808s are offered in Dutch. Still, several
download outlets have opened, usually feeding ensime database, ebook.nl, which hosts
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some 85,000 titles, mainly in English (800 in Dytdflost books are sold on e-readers; so far
around 3,000 e-book readers have been sold inotlngry (mainly iLiad, Cybook, Hanlin and
Jetbook), but Sony and Amazon have not enterednidmet yet; Sony will do soon, thus
further accelerating the growth of the market.

On the other hand, in sectors like STM the develemnof an electronic offer has been faster
and wider. For example, in the academic marketn8pri Science offers worldwide all its
titles as e-books; in the Netherlands Kluwer i®offg its titles on law and case law in e-book
format; medical information by Springer Business ald law books by Sdu publishers are
offered on PDAs. Nevertheless, there are no pretaga on the overall size of the market
because e-books are delivered directly to the sedsutthrough download platforms.

In terms of initiatives for facilitating search adisplay of book content in digital format, the
Royal Library and Dutch Digital Library have set apdepot of electronic books (mainly
focused on the digitisation of the cultural hergatherefore public domain works, plus a few
copyrighted works, upon consent by the right hadyleThere has not been yet a massive
digitisation process, however.

Starting from summer 2009, Centraal Boekhuis -rtagor distributor of books and books
information in the Netherlands and the Flemish kpegparea - will start distributing e-books
as part of the services offered to its customehss Will be an evolution of the traditional
supply chain, exploiting the strengths and valudeaddof CB’s physical services: a central
platform that allows publishers to rely on a singlayer to manage all phases of books supply
to booksellers (promotion, information managemelfribution, shipping, accounting and
administrative procedures) and allows bookselldraee one single point of contact acting on
behalf of all Dutch publishers (orders and avaliBbmanagement, complete assortment by
all publishers).

Through eBoekhuis - the name of the new servicB widll take care of the whole process of
e-book supply: receive from publishers either alyeaonverted e-books or pre-print PDFs
(which are then converted into the e-book formablighers choose - from Mobipocket to
ePub), provide central DRM protection via Adobe DRAggregate the available e-books on a
single delivery platform that can be connectedriine bookshops web interfaces.

The e Boekhuis project began in October 2008, wibatch publishers, booksellers and
authors attended a series of meetings organiz&tBbip talk about the evolution of the book
market and the opportunities it might offer in thaéure to increase the revenues of all
stakeholders. CB was thus entitled to work outsiasnable solution allowing publishers and
booksellers to minimise investments on a segmeyway considered a niche, whose market
share was increasing by high rates but was foresetto be reaching more than 5% of the
book market total turnover in the next 5 years.

CB counts to start with around 2,500 general matikes in e-book format and a thousand
academic titles, out of a stock of 80,000 phydicaiks.

Besides that, no public-private partnerships orlective private initiatives have been
established so far. Some libraries in the Nethddaare allowed to give access to books in e-
depots, but only on their premises; these actwvitiee regulated by private licence agreements
between individual publishers and libraries, andndo envisage making works available on
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the internet. Academic libraries can purchase bigknces for controlled access by their
students, on and off line.

No governmental support is available for digitisation behalf of book publishers, only for
some projects regarding newspapers and the culterahge. In the field of cultural heritage,
an experiment is being conducted to facilitatediggtisation of out-of-print works through a
licensing mechanism.

In January 2009, Dutch libraries, archives, and euoss reached an agreement with right
holders on the digitisation and accessibility atithheritage collections. The organisations
representing the libraries (FOBID) and the rightdees (VOI©E) came to an understanding
within the DigitioE Committee (Digitisation of Cuital Heritage) that was set up to

implement the Declaration of Intent on Mass Digitisn signed in April 2008. The agreement
is theoretically a major advance in the discussegarding the copyright aspects of digitising
collections held by libraries and archives andfitst deal of this type anywhere in the world

between libraries and right holders.

The DigitiOE Committee is a parity-based forum foonsultation between organisations
representing libraries and right holders: VOIOE iilands Association of Organisations for
the Collective Management of Intellectual Prop&ights), the sector organisation that deals
with copyright and neighbouring rights, and FOBINetherlands Library Forum), is the
national alliance of Dutch library organisationse{Nerlands Public Library Association; NVB
- Netherlands Association of Professionals in thbrdry, Information, and Knowledge
Sector; UKB - consortium of the thirteen Dutch wersity libraries; National Library of the
Netherlands).

The system proposed by the Committee is intendethtdy matters for institutions regarding
the digitisation of their (heritage) collectionsdatie provision of access to those collections
on their own premises. The arrangement should ptahe institutions needing to devote an
unnecessarily large amount of time and money tockewa for right holders and making
arrangements regarding rights, and thus targetamicplar the issues of out of print and
orphan works; it will also provide a basis for figt distribution of the digitised material. For
such further distribution — and for digitisationdaaccessibility of works and collections that
do not meet the specified criteria — it was agrbed the consent of the right holder remains
necessary and reasonable payment must be made.

The essence of the agreement is that the librtregsare represented receive permission, on
certain conditions, from virtually all right holdeto digitise their collections and make them
publically available on their own premises for teag or research purposes. The works
concerned must be part of the Dutch cultural hgeitand no longer commercially available.
The libraries do not need to pay the right holder$ong as the works are only made available
on their own premises.

Separate consent is required, however, if theidggltworks are made more widely available,
for example by means of remote access or via ttegrlet. In that case, an agreed payment
must be made; agreements in principle can be megarding payment by the DigitiOE
committee. Even then, the library will not needgtm in search of the right holders because
this will be done by collecting societies, who aepposed to receive some form of
compensation for this.
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A Registration Centre for digitisation has beeniwgety the organisations representing right
holders, acting together within VOIOE and the Faatimh of Copyright Interests; libraries

and archives can register proposed projects anoh getich with right holders regarding how

they should be implemented. In addition, prior by ather type of reproduction or provision

of access to works than those specified in theeageat, organisations must contact the
Registration Centre, which will act together witietright holders’ organisations to bring

about agreement between the institution concernddtee right holder.

The DigitioE Committee applies jointly agreed cdiahis for arrangements regarding the
digitisation of copyright-protected works and th@\psion of access to those works. When
necessary, the Committee amends these conditioriieobasis of practical experience and
acts as an intermediary when the parties concdmedt difficult to reach agreement.

Individual right holders can object to their workilhg digitised and made accessible. In that
case, the libraries and archives concerned aréreelgio cease making the works accessible.

If a project complies with the Registration Cerstrednditions, the institution concerned can
make use of the consent that is given for appr@vegects on behalf of the right holders. The
main points to note are:
after consent has been given, the works may bdisdidi without further specific
consent being required for each particular oné e
the works may be made available on the premisdiseoinstitution concerned for the
purposes of teaching, research, and private study;
the “reasonable payment” that is required will engral amount to O if the restrictions
and conditions below are complied with.

In general, digitisation projects must comply wttle following requirements:

- the institution concerned must be a publicly adbésdibrary, museum, or archive
which does not have as its object the achievermfetyodirect or indirect economic or
commercial advantage;
only works forming part of the institution's coltemn will be digitised;
the works to be digitised form part of the Dutclituxal heritage;
the works to be digitised have been lawfully acediby the institution;
to the best knowledge of the institution, the wotksbe digitised are no longer
commercially available;
it is difficult for the institution to contact indidual right holders;
to the best knowledge of the institution, the rigregarding the works to be digitised
are vested in Dutch right holders or in right hotdeho can be represented — or most
of whom can be represented — by a Dutch collecouiety;
to the best knowledge of the institution, digitisat of the works will not have a
negative effect on the normal exploitation intesastthe right holders;
the digitised works may only be made available o institution's premises (i.e. no
remote access may be provided);
the institution must make arrangements wherebyiddal right holders can object to
publication of their work or works; should such etijon be received, the institution
must immediately cease publication and cancel apjichtion;
the institution endorses the principles specifigdhe Digiti©E Committee as set forth
in the above-mentioned Declaration.
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Libraries have been so far hesitant to proposeept®jto the Registry. There is only one at the
moment, presented by the Royal Library, which rdgathe digitisation of newspapers
published before 1995; the Government has maddabi@il5 million € for the initiative. An
agreement with the Library will provide authors geftbtographers with some remuneration
(some 150,000 € will be devoted to this), while IBi®rs have made a separate deal
according to which they will get content, i.e. freecess to the complete digital archive that
should be the outcome of the project.

Right holders and institutions interested in dggition are basically waiting to see the results
of this first experiment before making any furthsoves.

4.11 Norway

In Norway the National Library has negotiated odilee agreements with publishers and

other right holders to acquire rights to presemtffee to the public catalogues of digitised

works in the form of unlimited online access; tlygge®ments envisage compensation to right
holders and the full responsibility of the Libraiyr the digitisation process, and exclude

downloading or printing.

Two experiments in this framework have been coratlisb far, thus creating digital libraries
offering both public domain and copyrighted workshas to be highlighted that they deal,
especially in the first case, with books with redally little commercial exposure, and are
limited to the Norwegian territory.

In March 2007, the National Library of Norway arepresentatives for Norwegian copyright
holders signed an agreement to collaborate onoa gibject in which Norwegian works were
made available in a digital format via the interaet only in Norway within a closely defined
subject area — the northern areas. Through thjegraalled High North, the parties aimed to
gain experience as a basis for future agreementhermligital dissemination of copyright
protected Norwegian works. It was launched in ApO07 and its duration has been extended
until the end of 2009.

The agreement was entered into by the National akybrof Norway, the Norwegian
Publishers’ Association, the Norwegian Authors’ &imithe Norwegian Non-Fiction Writers
and Translators Association, the Norwegian Critiéssociation and the Licensing and
Collecting Society LINO, on behalf of their respeetmembers, in connection with a pilot
project for the digital availability of copyrightrgtected literary works. In a separate
agreement with the Norwegian Visual Artists Coplgti§ociety, the Norwegian Organisation
for Visual Communication, the Society of Fine Arhdeographers in Norway and the
Norwegian Photographers’ Union, LIN@as the authority to enter into an agreement on
behalf of the members of these organisations impiloé project.

As part of its core activity — securing and preser\publicly available material — the National
Library has initiated an extensive digitisation gn@mme with the aim of transferring all of
the library collections from an analogue to a digflatform (including copyright protected
literary works), and storing them in the Librarygital secured storage. The National
Library's digitisation programme is founded on @mpyright Act of 1961, with amendments.
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The Library also makes the digitised public domaiorks in its collection available to the
public through its web-based service, the digitiatary NBdigital. Books in NBdigital are
scanned using optical character recognition (OQR)) structurally analysed. Supplementary
metadata is also added. Any text retrieved usingR@Cindexed in the National Library’s
search engine together with the metadata. The Nagth material treated the same way.

The pilot project extended the digitisation prognaeito make the digitised material available
to the general public. For the licensing organswiit is a chance to test a way of increasing
the dissemination and commercial exploitation efrtimembers’ works, both in analogue and
electronic format.

The material made available through the pilot pojeas included in the National Library’'s
distribution solutions via their website, and ieggnted in the digital room environment,
which covers metadata, bibliographic data, difféeted access with regard to media and age,
as well as material with different copyright stasis

The National Library is responsible for the exeontdf the pilot project on the basis of its
own resources. The licensing organisations areoressple for clearing the rights to the works
covered by the agreement and granting the Natibithry the right to make such works
available to the public.

The mechanism for making available is rendering éowlata terminal) works in a low
resolution digital image format (e.g. JPEG) wherelsgrs can search for cover pages, title
pages and contents lists, as well as navigate betwelividual pages, read on the terminal
and search text. Users can not, however, be gililencapability to download or copy
copyright protected material to their own compu@guipment or to take printouts.

To the extent the National Library did not have naat in legislation or regulations to digitise
works covered the agreement, the licensing orgaoisagave consent to it on behalf of their
members. The rights granted are non-exclusive.

On the National Library’s website, users can, inéid, be given access to players in the book
industry (booksellers, publishers, etc.) in an gpean-discriminatory way, in order to
purchase works. In the same way, links have besnm eleated on the National Library’s
website to the Norwegian library network, wherel®ens can loan relevant literature from
local libraries.

The National Library can provide digital samplesttod works involved, upon request by the
licensing organisations on behalf of their memibersheir own use, as long as such members
have rights to the works. Licensing organisatioagehthe possibility to withdraw individual
works from the collaboration during the agreemeariqul.

The National Library covered the costs of digitgsithe works involved. In addition, the
National Library paid a one-off fee to the licergsiorganisations to enjoy the rights envisaged
in the agreement. The agreed fee was NOK 200 00D Icollected the sum and distributed
it among the right holders.

The project has quite a small scale, with 395 baonkslved so far; nonetheless, it has been
deemed successful so far (an evaluation reportsgagd in October 2008) and it created the
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bases for further experimentation. Books have bmmrsulted more than 4000 times per
month, from more than 2500 unique IP addresses. &¥e titles have been accessed, with
an increasing trend in time; making metadata abkiléo the search engines has contributed
significantly to the increase in user frequency.

The pilot project’'s existence has probably conteduto an increase in lending of the
literature covered, but there is not necessarily eear, direct correlation between actual
visits to the website and the subsequent lendirigeotame titles in the libraries. On the other
hand, the existence of the web-based service amppal@s had no significant effect on sales
figures. However, the sales function incorporatethe service has only been in operation for
the last few months of the project period.

It was therefore decided to undertake a larger iexygat, in order to see whether it could be
interesting also from a market perspective. Thisasv the project “The Bookshelf” was
conceived, building on the previous experienceawpting the same technological solutions.

The agreement for the new pilot project was sigmed\pril 2009 between the National
Library on the one hand and Kopinor, a collectivenaigement society acting on behalf of a
series of right holders’ representatives, on timeotlt will last until the end of 2011.

The project relates to printed books published amvidy during the years 1790-1799, 1890-
1899 and 1990-1999, including translated literatlilee agreement regulates the part of the
copyright-protected material covered by the projegt to 50 000 books with an estimated
average of 185 pages. The works digitised arenathé Library’s collection, mainly under
legal deposit provisions.

Currently, some 10-12 000 books under copyrighehaeen digitised by the National Library

and are ready for display; these are part of tharat 73 000 the Library had already digitised
for its preservation programme. Some 40 000 mopgraghted books are planned to be added
by the end of the project.

As in the previous project, the National Libranalsethe cost of digitisation; funds come from
a special line of the State budget. It also talkeesscof the process, which, considering the age
of the works involved, consists entirely of scamgniihe activity requires lots of resources,
and the Library has increased its staff and acduspecial machines. The process is
elaborated and it varies according to the kindaafks (more complex with very old ones) and
to the number of copies available (if there areertban 3, which is usually the case, one copy
can be scrapped for digitisation, making it eaaret faster). The cost is around 0,30 NOK per

page.

A very high resolution digital copy is first madedastored, but the works are displayed, as in
the previous project, as low resolution image filesderlying metadata on every single word
are added to each page through OCR. Proofreadirgpisred to check the accuracy of the
OCR systems.

The National Library of Norway is given the riglat inake available the digitised copyright-
protected material to the general public. This trigitludes the necessary reproduction of
viewing copies based on the digital storage cofiasthe National Library makes according
to the Norwegian Copyright Act. The contract applie Norwegian and foreign publications
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whose right holders are represented by KopinorceSitine Copyright Act provides for a
system of extended collective licences, publishemtenmls created by right holders that
Kopinor does not represent are also covered byatireement. This reportedly offers a
solution to the orphan works problem.

The material will be made available on the Natiohddrary’s webpages for users with
Norwegian IP addresses; works will be thereforeessible remotely but only in Norway and
only via the internet (i.e. only if an IP addresassigned; for example, it is not possible to use
the service if accessing the web via GSM or GPRE)pks will be made available as
individual pages in a digital format to be viewadacomputer screen. The users will be able
to search in the text and search for covers, pilges and tables of contents, as well as to
browse sequentially through individual pages. Negfalities of downloading or printing are
foreseen. The material will be made searchabless@ch engines, and solutions to provide
information on where the material can be borrowebought will be implemented.

Kopinor may ask the National Library on behalf ight holders to withdraw individual works
from the scope of the agreement during the conpabd. So far one individual right holder
has made a withdrawal request.

As remuneration for the right holders, an annuabam of NOK 0.56 (in 2009) per page

made available (not actually displayed) will bedodlopinor will collect the payments and

distribute them among the right holders; it wils@ladjust them annually according to the
consumer price index. For 2009, a payment is tmaée for 8/12 of the year.

Kopinor is obliged to pay any claims for paymentdamages that the National Library of

Norway receives from Norwegian or foreign right deis in so far as the claims relate to a
copying or making available of materials that hasrbpaid for and carried out in accordance
the agreement’s provisions.

Pursuant to further agreement, the National LibiEriNorway will, if requested by Kopinor
(on behalf of a specific right holder or a repreagwe of this right holder), make available
high-resolution digital copies of the material cadby the contract.

The parties agree to appoint a common committeeishto evaluate the Bokhylla project
during the contract period and upon the expiryhef¢ontract; adjustments will be possible in
due course. The costs of any external evaluatiiroeidivided 50/50 between the parties.

The webpage hosting the project is not activelyatjt will be soon.
4.12 Poland

In Poland at present no significant efforts are@&lone leading to creating an e-book market.
Some private publishers digitised part of theimtzjues and sell them electronically. In the
Polish market an attitude of distrust prevailscascerns e-books. Only one publisher (PWN)
established an online bookshop, where it sellsombt its own titles but also those of other

publishers.

As to digitisation initiatives by Polish librariethe e process is at the very beginning, and for
the time being it only involves works in the puldiocmain.
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4.13 Slovenia

The e-book market size in Slovenia is very small & still in the beginning phase of
development. Apart from some articles and newspageertisement there has been almost no
comprehensive advertising of this publishing brayeth In 2008 and the first three months of
2009, 211 e-books and 15 e-journals were handed tovéhe Slovenian National Library
(NUK) as legal issue. As publishers in Slovenia@sbged to produce a legal issue of every
publication, this is most likely also the exact raenof e-materials produced in this period.
For a comparison, 7703 monographs and 1600 ser&ats handed over to NUK as legal issue
in 2008.

There is currently only one publisher (Ruslica) wiublishes only e-books. Another publisher
(Cangura) is expected to go in this direction soldre biggest Slovenian internet bookshop
(Emka) intends to aggregate e-books from variols® f@reign) publishers and will introduce
its e-book section in autumn 2009.

As to the facilitating of search of book contentig, as far as the Digital Library of Slovenia
(dLib.si, managed by NUK) materials are concerradidtextual works that were born digital

and the ones that were optically recognised inptlogeess of digital copy preparation may be
text-searched. dLib.si is currently the only pomtaSlovenia allowing this option. Only some

publishers in Slovenia allow free preview browsofgthe low resolution books versions on
their e-bookshop sites; none of them seems to &ifetext search. Due to the small size of
the market, there seems to be no incentive forighsis.

dLib.si is the central national aggregator of eteah Approximately 200,000 textual digital
resources (articles, journals, a few hundred pdifmteoks, manuscripts) are available on the
portal. These works are also available on Europedina.si also participates in many other
national and European digitization projects (EEAngs, Europeana Travel, TEL, Europeana
Local). Some 1.5 million € have been allocatedigitidation in 2009 by the National Library,
while there are no policies supporting digitisatafrbooks by publishers.

No private collective initiatives of any kind halieen set up yet to provide access to books in
electronic format, neither are there any publiesgie partnerships to this end. It is important
to note, nonetheless, that due to the small sizéhefbook market in Slovenia almost all
Slovenian editions (books and scientific journas) co-financed through public tenders (for
publishers) and, in case of successful applicatimasfunded through public resources.
Because of this, the National Legal Issue act eldests the allowed terms of use of these
state co-founded issues guarded in depositantutistis, particularly the national depositary
organization - NUK. The terms of use are:
- Publishers must produce the legal issue of eleictroraterial copies without any
“protective elements”;
- The legal public use of these materials must &t lahow the use on NUK premises
for educational or research purposes.

Any other use permits (public availability on thegiial Library portal or elsewhere) are
further negotiated in separate agreements betweelegal issue claimant and the publishers.
This means that, for every electronic publicatidbK is entitled to and gets a legal issue, but
in order to be able to publish it on the dLib.¢eska special agreement between NUK and the
publisher has to be reached. This way, NUK hasas@adquired and made publicly available
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some 66 scientific journals and a couple of bodke rest of the works freely accessible on
the Slovenian Digital Library are in the public daim

The exceptions to this system (making copyrighteatke publicly available) are some
individual permits to include various types of werko the dLib.si collections, acquired
directly from authors, or the CC marked works amohe PhD and MA thesis as well.

Thus, no established licensing models for the idafion and making available of copyrighted
works by libraries have been set up. No generalritig mechanisms for out-of-print and

orphan works have been established either. Therighpy status for materials to be published
on dLib.si is examined and cleared case by case.uBe of the digital born materials on
dLib.si depends on individual agreements betweerkK Nidd the right holders. A proposal

however is being considered to organise a speollative remuneration system for out-of-

print and orphan works similar to the one receatigceived in the Netherlands.

4.14 Spain

In Spain, there is basically no e-books marketuah @t the moment. It is being created but
there are yet no models for supply and demand s$teexicept for a few particular market
niches like legal and reference works. Howevernemehese niche markets, e-books as such
represent a rather negligible proportion: it istéreto speak of non-paper products. In 2007
around 10.5% of total gross income of the publighéector in Spain came from non-paper
products. Out of this, 70% corresponds to DVDs fli3-ROMs, and only 10% to online
products: this is about 1% of total gross income.

That being said, there are some specific businestels run by entities like the collecting
societies. CEDRO, as a copy right collective mansage organisation, deals with the
collective licensing of certain digital uses of ttexorks, be they printed or digital born. It is
for example a common practice in many kinds of iingbns, such as educational
organisations, private companies, public officés, ® make available to members or users,
via e-mail or through intranets/extranets, excegbtiext works (parts of printed works which
are digitised with this purpose or digital born &®)x

CEDROS's licenses authorise these uses, in theefsamk of the Spanish legislation on
copyright. Such licenses are granted based onfgpetandates to CEDRO by authors and
publishers who are members of the organisationyels as through the mandate of right
holders represented by foreign RROs CEDRO hasebdlatelations with. There are no
figures available about the size of this markeBpain, but so far the granting by CEDRO of
such licenses covering digital uses (27, includdifferent Universities, pharmaceutical
companies, law firms, etc) can only be considetexvaery early stage.

On the other hand, given the experience of someaaias as BUBOK (a digital bookstore at
the moment focused mainly on self-publishing), dimads of digital books are rapidly
increasing. Since portable e-readers have nowealtrig the market this trend will probably
reach out to ordinary readers and not only to ngataisers. Some publishers and e-distributors
are starting selling single e-books; STM and religi publishers are the pioneers.

There are two main initiatives in Spain dealinghafiacilitating book content search on the
internet. DILVE is a repository of books-in-prinbformation, managed by the Spanish
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Publishers Association (FGEE). It contains rich adata (ONIX-based) about books in-print
and its main objective is to provide useful manlegtely information to the book supply chain,
rather than being a platform for searching book&oin

Much more relevant is the public-private partngrshetween the Spanish National Library
(BNE) and the FGEE called ODIBNE-Pro. The proje@IBNE-Pro (Protected Digital Offer
in the Spanish National Library) is a joint initiag of the BNE and the FGEE whose objective
is to set up a Centre for the analysis, definitd@velopment and dissemination of models of
integration and exploitation of copyrighted digitaintents in digital library environments.

The idea stems from the lack of a model to estalihe terms under which such a service
could be provided, which prevents libraries frorfenhg some form of access to copyrighted
works. In its first phase, the project’s pilot atijge will be to integrate copyrighted digital
works in the Spanish Digital Library (BDH) inaugted in January 2008 by the BNE. This
will be a guide for the future actions of the Cerdand a test bed for progresses in every stage
of the project.

According to the model chosen, the BDH will havedesposal the necessary information to
allow its users performing full text search of coglited books and to provide complete
bibliographic data and additional features suchcager images, summaries, indexes and
samples of the works’ content. From search resultshe BDH, users will have the
opportunity to be redirected to an e-distributidetform (an aggregator’s/distributor’s site), in
order to further browse the book, have accessltaekt, download the book, etc., according
to the specific business models and commercial itiond established by publishers. Works
in the public domain will be accessible for freeedily on the BDH website.

The BNE has fixed some criteria for the selectibeapyrighted works to be included in the
project: priority of text over images, preferenoe driginal works on critical ones and priority
to works more strictly related to culture (beingighnitially excluded school books, comics,
practical books, etc.). Publishers providing e-tsowkil have to prove their ownership of the
corresponding digital rights. Only digital versiord existing printed works will be
considered; full text display or download shall peovided, under the technical and
commercial conditions established by publisher&liBlers will keep e-distribution platforms
operative all along the duration of the project anlll provide the necessary information and
files to the relevant actors of the project.

The BNE having already the bibliographic data oa phinted works corresponding to the
electronic versions included in the project, pdidis will have to provide: a file with the full
text of the work, for its indexation, which will hbe available to users (in PDF format); the
additional information that will be presented abthé work (cover, summary, etc.); a sample
of the work for displaying (again in PDF; it is cgomended it contains the index and a
significant excerpt of the book, possibly around@0They will also make each e-book file
available in the e-distribution platform of thelaice at the commercial conditions by them
established.

Publishers will select the books they intend tcegnate in the project and will sign the

subsequent agreements with the BNE and FGEE. PRekdisvill then produce the necessary
files, metadata and rich catalogue data. DILVE, $ipanish internet platform that manages
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bibliographic and commercial information for boakctor professionals, will take charge of
the metadata handling.

The aim of ODIBNE-Pro for this phase is to digitesed incorporate in the BDH some 2,000
copyrighted books; these will complement the BNditgital collection of some 10,000 public

domain works offered to users since the beginning0®8. At the end of 2008, the BNE

undertook a massive digitisation programme, sp@usby the telecom company Telefénica,
which should lead to adding some 200,000 more wiorikise next 5 years. The BNE/BDH is

also a contributor to Europeana and the ODIBNE-Bhall explore ways to include

copyrighted works in the services offered by thedpean Digital Library.

The project has received subventions from the SpaMinistry of Industry, Tourism and
Trade in the framework of the Avanza Content Sulgm@amme, part of a broader government
initiative aimed at fostering innovation and theoption of information technologies by
enterprises. Part of these subventions will be mgit@ publisher to cover the costs of
digitisation. This is the only kind of public suppso far available in Spain for digitisation of
books by publishers; there are no specific polieiesut it.

ODIBNE-Pro started at the end of 2008 and it igenity in a preparatory and study stage
(technical needs, selection of publishers, ett.xhould become operational after summer
2009 with a pilot project involving 45 works.

Besides the ODIBNE-Pro there are a few other smdilatives, some trade projects at their
very beginning between publishers and bookselkarsno generalised plan for book content
searches online.

In terms of digital libraries, besides the BDH, atlmstitutions have digitised many works in

the public domain. The private University of Ali¢dan sponsored by Santander Bank, is
running the Biblioteca Virtual Cervantes, allowiagcess to works under public domain and
envisaging too the inclusion works under copyrighile ensuring fair remuneration to right

holders through specific separate agreements. BUBGK digital bookstore, is dealing with

some public libraries at the national level, aimaighe digitisation and the dissemination of
their collections.

In Spain, there are no licensing models for thétidagion and making available of copyrights
works by libraries. There are no established oniéa clearing mechanisms for dealing with
out-of-print or orphan works either. Legal amendtaemould be required in order to establish
such mechanisms.

4.15 Sweden

The e-book market in Sweden is still quite smail] digitisation initiatives in general are still
limited in scale; nonetheless, a few important ptaynave entered or are planning to enter the
field. The scarce development of the market ighatted at least partly to the absence of a
portable reading device.

eLib is the largest Swedish e-book distributor. Thepany was set up as a joint initiative by
two publishers and an internet book retailer; iamsindependent entity created by a private
collective initiative. eLib does not own any corttethey just distribute it on behalf of
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publishers. Content is distributed to libraries aethilers; there is no direct contact with end
customers, though sometimes the latter addressioue$o eLib.

eLib assists publishers with the digitisation pssgeconversion is made from PDF files for
printing to other formats, appropriate for readargdifferent devices, and from audio CDs to
mp3 files for audio books. The cost of the convmrss around 140 € to all formats, 50 € just
to PDF for reading; publishers pay for the conwarsi

Once converted, works are uploaded on eLib’s platféor distribution; the distribution
format is PDF, but ePub will be adopted soon ad.vBaoks are then made available to
libraries and online retailers, which pay an annieal to access the collection (the fee is
around 500 € for retailers).

If a book is available for sale, eLib takes as aiddhe net book price indicated by the
publisher; an extra fixed fee of around 1 € is tbhkarged to the retailer for every sale made.
The fee will be adapted in the future if the modeanges, for example to sell individual

chapters of books.

In the libraries model, libraries pay the annua &&d have access to the entire collection of
eLib. Subsequently, they pay around 2 € for eaah tbey make to their users; of those, eLib
forwards 1 € to the publisher of the book, whichum pays royalties to the author.

This model was created after consultation withdilas on feasible prices and other details; it
applies mainly to public libraries, since univeydibraries prefer to operate on a subscription
basis to bundles of journals and monographs oresadillections. Libraries can limit access of
their users to only part of the eLib catalogue,oagding to their policies; they can also limit
the total number of loans, especially for budgetsoms. Swedish libraries have a special
budget for this kind of initiatives and they temdstick to it. The level of usage of this model
is not very high yet; if it were to increase renadly, prices could be reduced, but it is not the
case at the moment. eLib also serves librarieshierd&candinavian countries.

Library users can access e-books and audio booksdny remote location, not only from the
premises of the library, upon identification. E-keoand audio books are loaned on an
individual basis, with a time limit like printed bks. Audio books are made available in
streaming, and are accessed through a login thatesxafter 28 days. E-books are made
available via download; files have a “timer” thatlyp allows opening the book for 28 days
after the loan. Titles can be borrowed again dfterexpiring, and the library pays another fee.

DRM systems are used, in different solutions (Add¥erosoft, Mobipocket), especially for
e-books; audio books are in general digitally wataked, i.e. some additional information is
added to the mp3 files to make them recognisalderaiceable. The intention for the future is
to try and adopt watermark solutions for PDF boakswell, since DRM systems are not
extremely user-friendly.

E-books are currently read mainly on personal cderguand mobile phones; there is not a

single standard for reading e-books, especiallytdube use of DRM systems, which require
devices capable of handling them.
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Books available through the initiative are arouns0B, some 2,900 e-books and some 2,600
audio books in digital format. Some 160 publishengjnly from Sweden, but also Norway,
Denmark, and Finland, are involved. A few bookdha catalogue are out-of-print, but this
does not make a difference in the managing of ¢gptydeals with publishers. No print-on-
demand options are envisaged at this stage.

Usually it is possible for end users to see pdrts-lnooks (mainly up to one chapter) or listen
to parts of audio books (up to one minute) on #tailers’ websites.

The initial investment for this business model waste high: around 200,000 €, mainly to
adopt the necessary software solutions and praedeers and equipment. This is why eLib
was set up as a joint effort and as a service tdighers, who could not possibly have
undertaken such a project individually. The proje&s been working for 7 years now; for the
first 3, losses were recorded, while from the fowear returns on the investment started,
allowing to recover some more than 100,000 € ofithigal disbursement. Some 80,000 €
have still to be repaid now.

In 2008, some 300,000 digital books were distriduig eLib (over 50% more than in 2007),
the majority of which were audio books; more th@0,200 were sold within the library
model.

In the field of digital libraries, the National Lidry has undertaken digitisation of a number of
works in the public domain, operation in which psbérs are not involved. A few publishers
have made agreements with Google on the Booksgamjbct. The government does not
provide support for digitisation initiatives, and f&r there are no plans for mass digitisation
of books, especially copyrighted.

Publishing house Bonnier, one of the largest in &wme is planning to enter the e-book
market in the coming months. It will do so by digjitg and commercialising all of its new
titles from autumn 2009 on, plus part of its baakatogue. The initiative is an individual one.

Bonnier plans to cover the whole value chain, frpablishing to selling e-books to end
customers; it will most likely use an own platforfior the sales, thus becoming also an
internet retailer of e-books.

Starting next autumn, all of the company’s title#l Wwe published both in print and digital
format; all works will have two file versions, orier printing (PDF) and one for e-book
publishing (probably in the ePub format). Some 808s per year will be thus involved; it is
also planned to digitise some 500 backlist tittesf the past 50 years.

Only Swedish titles will be included; this is maiftecause of the high cost of translation
deals, since a separate fee must be paid to useattstation for digital publishing.

The creation of different files for printing andgdal publishing does not require a very high
extra investment: the cost is around 50 € per. tDgitising backlist titles is much more
expensive: the process to obtain a file with a ggaality for an e-book can cost around 1000
€. The total investment envisaged to start movinthe e-book market is estimated at some
100-200,000 €. DRM systems will most likely be puplace.
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There are no estimates of the total market avai)ahlt it is planned to cover initially 1% of
the printed market, growing to 3% in 2 years. Thseibess model has not been defined yet in
detail; Bonnier is also considering the launch f own reading device. Possibly the
mechanisms available to end users to retrieve tukswill include pay-per-download of
single books, purchase of bundles (maybe sold hegetwith the reading device),
subscriptions to collections.

E-books’ selling price will probably be around 8@#ihat of the printed version; authors will
receive a royalty on net sales. Also print-on-detihaiil be available; this will allow keeping
all good titles alive, while otherwise they wouldvie been considered out-of-print, and will
be beneficial to authors as well. Separate agresnae required with authors to acquire
rights for electronic publishing and print-on-derdan

There are not yet precise plans on the possilidityrowse books content before the purchase,
but the option is being considered. Bonnier isineblved in any projects with libraries.

No public incentives to support digitisation of liedy publishers are available in Sweden.
4.16 United Kingdom

In 2008, the Publishers Association collected dataUK publishers’ digital sales, and
companies whose physical book sales represent &@8atof the total of all UK publishers
provided data on sales of digital products.

The total net value of digital sales from the comes providing relevant information stood at
£45.1 million in 2008, up 27% from 2007. Giventttlze companies providing digital sales
data accounted for some 60% of the physical botdssaf all UK publishers it might be
roughly calculated that total UK publisher salesdwfital products in 2008 would be around
£75-80 million.

There is considerable variation in different putiiig sectors. Of the estimated total of £75-
80 million in digital sales, £1-2 million is in geral consumer publishing, £7-8 million is in
consumer reference, £12-14 million is in school &mgjlish language teaching publishing,
and £53-57 million is in academic and professiqnadlishing.

It is somewhat more difficult to comment on futtirends, but again these are different in the
various publishing sectors. Anecdotal evidence ssiggan increase in the uptake of consumer
e-books around Christmas 2008 and that much eifoctnderway by many publishers to
streamline production workflows to focus on thedurction of e-products.

Meanwhile, the academic sector continues its shdin print to electronic. Textbook
publishers are working to develop realistic andanable pricing and licensing models. The
challenge here is that, unlike monographs and gisyna “student pay” model is the
established model for textbook sales in print foifhe consensus amongst the publishers
interviewed is that between 70 and 90% of oveslénue comes from students.

There is indeed a wide array of thriving commerofrings including non-exclusive e-book
platforms. No national collaborative initiativesmublic-private partnerships for giving access
to copyrighted works are active in this field.
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E-book collections are now available from all majacademic publishers including
Cambridge University Press, Elsevier, Oxford Unsitgr Press, Palgrave, SAGE, Taylor &
Francis, Springer, and Wiley-Blackwell, as wellflasn some of the other sectors.

There has also been a growth in aggregator sertheéprovide a single interface and point of
access to e-books from a wide range of differerilipiers. E-book aggregators currently
supplying the UK academic market include Dawson,L EBBookLibrary), ebrary,
MyiLibrary, and NetLibrary.

Ebrary, for example, offers libraries access tmeks on a commercial basis according to the
two most common models: ownership and subscripiitie. company offers flexible options
for purchasing individual e-books in perpetuityoréiries may hand pick individual e-books
and choose an access model for each title. Whitaries own and control their purchased
titles, they are hosted and maintained by ebrary.

Libraries can purchase access for any number abusmgle-user access titles that are sold
based on the list price of the e-book; or simultarse multi-user access titles that are sold at
150% of the list price of the e-book. There is heak-out period: if an e-book is available, a
patron can instantly access it. If it is in usgadron is notified with an instant message and
placed into a queue, where they are alerted imrteddiavhen it becomes available. There are
no document downloads: e-books are delivered t@teop online, page-by-page with the
ebrary Reader.

Ebrary offers more than 100,400 titles for purch&sen over 350 leading publishers,
including Oxford University Press, Cambridge Unsigr Press, Taylor & Francis, Harvard
University Press, Yale University Press, Palgramsg] many others. Documents submitted
into the ebrary platform can be cross-referencetdl ame full-text searchable. Purchased e-
books are delivered via the ebrary platform.

Ebrary offers a number of pre-selected subscriptlatabases of thousands of titles for
academic and public libraries and corporations.oflihe subscription databases are available
under a simultaneous, multi-user access model amiihcie to grow at no additional cost.

In addition, ebrary has been appointed by JISCeCttins to supply the e-book content and
delivery platform for a multimillion pound E-booksr Further Education Project.

JISC (Joint Information Systems Committee) is fuhdy the UK Higher Education and
Further Education funding bodies to provide leddigrsn the innovative use of ICT to
support education and research. It invests inidigg content from some of the UK's greatest
collections.

Under the terms of the contract the JISC will fandollection of over 3,000 multidisciplinary

e-books from ebrary and use ebrary's technologyetver the content to over 440 Further
Education colleges in the UK. Participating collegeay also supplement this collection by
purchasing additional titles through a frameworkeagent.

Talking more in general of initiatives for facililag search of book content on the internet,
there is no national position in this area. A widege of services is present, as seen, included
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Amazon’s and the Google Booksearch initiative; tali it is up to commercial decisions
that are for individual publishers to make.

In the field of digitisation by libraries, the Bgh Library has embarked upon a few large scale
digitisation projects of public domain works — teesclude areas such as newspapers, sound
recordings, theses as well as monographs. The 99€@ tonograph project was embarked
upon with Microsoft and due to the withdrawal ofdwisoft from book scanning projects with
libraries the British Library has primarily beenciéssing on preservation/access to this
material in the reading rooms. More recently thai®r Library has been exploring internet
access for this material on a non-exclusive bagts amumber of potential partners.

However, there is no national, centralised digiisaprocedure within the UK. The British

Library has digitised over the last ten years paftss collection through a mixture of public-

private partnerships as well as government fundiffte governmental funding has come
through routes such as lottery funding as well ragept specific funding from JISC/Funding

councils for areas such as newspapers, e-thesesoand recordings.

In Wales the National Assembly has funded the Malfid.ibrary of Wales (£20 million) to
digitise Welsh art, books, newspapers, artefaaissanon up until 2012. There has been an e-
book trial taking place at Essex Library which nbas over 3 years of data and has been a
useful pilot in this area.

The British Library as well as the Scottish Natibbiédrary have embarked upon a number of
public private partnerships with secondary publishehereby items in their collections are
digitised by publishers and then made availablestde in electronic form by the secondary
publisher on an e subscription model.

There are no public policies to support digitisatod books by publishers.

There is no “off the shelf” licence for libraries digitise material and make it available on the
internet. All discussions would have to take planean ad hoc basis either with the individual
rights holder or with the relevant collecting sagiglependent on whether the collecting
society had the mandate or not. No establishedinteanechanisms for dealing with out-of-
print and orphan works have been set up or plaeiikdr.
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