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This Communication concerns the IMPACT Pro (EC plan of action for
nng up an mformmon services market) adopted by Council Decision 88/524/EEC
26 July 1988 ,

In conformity with Article 5 of Council Decision 88/524/EEC, a report has been
prepared on the most important events and developments which occurred in the
information market in 1989 and 1990 and is attached to this Communication. A
similar report, covering the state of the market as at the end of 1988, was forwarded to
the European Parliament and to the Council as Annex III of doc. SEC(90) 1788 final,
dated 24 September 1990.

This second report, based on data collected in 1990, reviews the most important trends
identified over the period 1989-1990 within the following sectors:

online ASCII database services,
videotex services,

fax-based and audiotex services,
CD-ROM publishing.

The report confirms the findings of the previous report to some extent:

- The gap between the size of the Community information services market and that
of the US market is narrowing only slowly.

- The Community produces only half as many databases as the US.

- Professional and consumer expenditures on electronic information services and
products (including videotex and audiotex services and CD-ROM titles) in the EEC
are only half of those in the US.

- The European information services market is still very fragmented chiefly as a
result of technical, legal and linguistic barriers.

- Notwithstanding positive signs of growth, productivity and exports, the sector is
actually profitable for only half of its operators.

- There remains a significant disparity between Member States in the use and supply
of electronic information services.

- Most information providers operate only on a national basis.
The report underlines two major trends which were already identified last year:

- Videotex, audiotex and fax-based information services are paving the way towards
mass-market applications and services: the 143 million telephone lines, more than 6
million videotex terminals and 2.5 million fax machines are crutmg new
opportunities for a Community-wide information services market. .

- The prospect of the Single Market is stimulating a new demand for Commumty
wide information, particularly in the areas of market data, mailing lists, credit
ratings and company information.
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REPORT ON MAIN EVENTS AND DEVELOPMENTS ON
THE ELECTRONIC INFORMATION SERVICES MARKETS IN
1989-1990

Summary

When on July 26th 1988, the Council adopted a plan of action for setting up an
information services market (IMPACT programme), it asked the Commission to
establish a European Information Market Observatory and to present an annual report
on the most relevant events and developments.

The first report, forwarded to the Council and the European Parliament (annex III to
SEC (90) 1778 final) in September 1990, presented the state of the market for
professional database services at the end of 1988, i.e. just at the very beginning of the
IMPACT programme.

This second report, based on data collected in 1990, reviews the most important trends
identified over the period 1989-1990 within the following sectors

online ASCH database services,
videotex services,

fax-based and audiotex services,
CD-ROM publishing.

These four sectors can be analysed as channels providing access to a large range of
information services and products. This report points out the large diversity of markets
which are served by each of these channels: financial services, companies, research
institutes, consumers. The EEC-installed base of 143 million telephone lines, more
than 6 million videotex terminals and 2.5 million fax machines pave the way for mass-
market applications. Both consumer electronics manufacturers and publishers are
showing increasing interest in optical publishing on Compact Disc (CD-ROM and CD-
Interactive) and in multimedia applications, particularly in the area of education.

Within the EEC, expenditure on accessing information through electronic means

amounted to around 3,000 million ECU in 1989, less than twice that in the USA
(around 6,700 million - ECU). ASCIl online services (around 1,800 million ECU)
services are still predominant in the Community electronic information market. But

growth was faster in CD-ROM publishing, audiotex and videotex.

While the overall sector benefited during 1989/1990 from 12.5% turnover growth and
5% employment growth coupled with an increase of 8% of turnover per employee and
a 30% export ratio, the sector is actually profitable for only half of its operators and
profit ratios vary considecably. The competitiveness of the sector is greatly influenced
by the high fragmentation of the European marketplace.

Among the operators of electronic information services, traditional publishers are
becoming more active.

The first generation of electronic information services, ASCII online database services,
was pioneered and developed by operators not from the publishing industry, but rather
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from computer services, space and aeronautics industry, public institutions and
agencies, research organisations.

At that time, publishers were cautious about investing in the field of electronic
information services, especially in Europe. As mentioned in the first annual report,
several European publishers and media companies preferred to acquire American
firms or to operate on the American market rather than to develop such activities
within fragmented national markets or on a European basis.

The development of “"channels®, like videotex and audiotex, and of fax-based
information services opens the way to national mass-market applications and creates
opportunities for newspaper and magazine publishers.Book publishers can enhance
their information assets, especially dictionaries, encyclopedia, education and reference
books via optical publishing.

Traditional publishers increased their involvement in electronic information services
through commercial agreements and acquisitions. This concentration trend, outlined in
the previous report, continued throughout 1990 but to a lesser exteat than in 1988 and
1989.

The financial sector accounted for 69% of the total European companies’ online
information expenditure. As analysed in the previous Information Market Observatory
report, the European consumption of the remaining 31% for the other information
sectors represents a much lower usage than in the USA. However this does not
necessarily mean that European companies are less informed than American ones.
The shift from printed sources and from traditional providers towards electronic
information services did not progress at the same rate in the EEC as in the USA.

In order to benefit from the Single Market, EEC companies must be able to easily
access information on EEC national markets such as market research data, mailing
lists, consumer and company credit ratings. In these areas, information firms depend
on basic data produced at national level by government and public organisations. The
creation of Europe-wide common databases (whether they will be distributed offline,
online or published on CD-ROM) is hindered by the lack of harmonisation between
government primary data in each Member State and by the diversity of national data
protection laws.

The convergence of ASCII online services, videotex and audiotex raises new policy
issues, such as transborder access and pan-European billing facilities (European
kiosk). Fax is emerging as a key component of the European telematic infrastructure.
"Mobile services” will affect the development of electronic information services.
Multimedia platforms and ISDN converge through common standards. "Kiosk" and
"premium rate” concepts helped videotex and audiotex to take off and should be taken
into account for ISDN services. The "one stop shopping” concept (OSS) has been
adopted for the Europe-wide development of videotex. The "Open Network Provision”
(ONP) Directive defines the legal framework for telecommunications services. All
these concepts, Kiosk, OSS and ONP, pave the way towards a Community telematic
infrastructure.

Videotex, audiotex and fax-based information services, combined with an emerging
demand for Community-wide information, are creating new opportunities for a pan-
European information services market.

To take advantage of these opportunities, several European information providers and
publishers are setting up new forms of partnerships.

' Such transnational partnerships would be stimulated by:



- the elimination of legal barriers,

- the convergence of national telematic infrastructures, particularly videotex and
sudiotex networks,

- the harmonisation of government-owned collections of primary data.
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The distinction between these four sectors is based on technology It reflects also the chronology
of develepments which occiered within: the information market.

Online database services (ASCII) appearsd at the end of the 60’s and grew with the
development of data-transmission networks in the 70's.

Videotex was invented in the 70’s but significant pilot trials in Europe only began in the
80's.

mmmmwmwna the development of interactive
audiotex required tosch-tone telephones, which only took-off in the 80'slts full
mmmmwmofmmmwmm
of technological advances in voice recognition and voice synthesis.

Videodisc technology was used in the beginning of the 80's as a madium. With
optical media (e.g. CD-RQMMCDIM&W),WM%#W
disc audio, data is stored in digital form. Optical storage opens the way to inseractive
applications and to multimedia products, combining text, images and sound.

The distinction between mesmbabouwfulfwﬁemqﬁcmaf

mhfommalm:mlfanuMofmm use
these different channels to distribute the same information. These four sectors structure the

supply as alternate and complementary channels for the dissemination of information services.

However, the segmentation of the markst per medium does not reflect the current segmentation
of the demand, the latter being a matter of usage, information consent and applications.
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- 43% of European hasts’ revenue comes from non-EEC counsries
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the USA, the growth originates mainly from “for profit” operators who are

sﬂoﬂin_ making available online the full-text of newspapers, journals and
specialised newsletters.

Within the EEC, the growth recorded &EE@SEEE
with the exception of Italy and the United Kingdom. Most of the new databases
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y. K still ,
lowed by Germany (20%), France (12%) and Italy (12 %). The production of Italian
databases has increased significantly (+29%) as compared ta 1983. The relstively
small share of France in ASCII database production can be explained by the fact that
this country, since 1985, most of the professional database services have been
designed for videotex access through the Teletel kiosk. .
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At the end of 1989 there were 1048 different databases produced within the EEC and
2214 different databases produced in the USA that were available online in ASCIL.
Very few databases are multilingual. The European Information Market Observatory
identified only 6 multilingual databases produced in the USA versus 146 produced
within the EEC in 1989, using mainly English as a second language.

The pattern of production within the USA is increasingly orientated towards the
development of full-text database services since most of the existing machine-readable
bibliographic files have already been made commercially available online. This is not
the general case within the EEC, because public administrations and non profit
organisations still have bibliographic files which are not yet publicly available online.
The production of “"reference" databases predominates in all EEC Member States,
except in the UK where the pattern of supply is similar to that in the United States.

The number of hosts grew 8% in the EEC

In 1989, the Information Market Observatory identified 227 hosts within the EEC and
300 hosts in the USA. The number of hosts continues to grow within the EEC (+ 8%
in 1989); about half of the new hosts are managed by non-proﬁt operators, e.g.
universities or public administrations.

Worldwide, a limited number of hosts cater for most of the distribution of online
databases. The 15 largest USA hosts distribute 70 % of the databases hosted in the
USA, whereas the 15 largest EEC hosts only cover 50 % of the databases hosted within
the EEC

There have not been major changes in the pattern of distribution of ASCII database
services as compared to 1988. The accumulated number of databases available online
on EEC hosts has grown from 1,110 to 1,256 (+ 13 %).This accumulated number may
count several times the same database duplicated on different hosts. In the USA, the
growth is slower (9%) but in view of the larger installed base of databases available on
hosts (3,078 in 1988), it represents, in absolute terms, a larger increase in the
accumulated number of databases hosted (+ 270).Some 73 % of the databases
distributed within the EEC in 1989 originated from the host country, 9 % from another
Member States and 18% from the rest of the world.  The proportion of domestic
databases remains the same as compared to 1988. The proportion of databases
imported from third countries has increased slightly (from 17% to 18 %) to the
detriment of intra-EEC trade in databases.

A slow-down in the creation of gateways

Gatewaying has been a growing phenomenon in database distribution. It consists
simply in routing a user connected to a host service to a third party host with no need
for him to disconnect and reconnect. This facility allows the user to have access to data
bases spread over several hosts by subscribing only to a single host service. For the
host, gatewaying is an alternative to direct loading of additional databases on its own
computer. The development of gateways between hosts located in different countries
therefore affects the level of imports of databases.

The first commercial gateway between hosts appeared in 1985. The number of gateway
entry points (hosts or pure gateways providing access to third party hosts) has steadily
increased worldwide from 35 in 1985 to 44 in 1986, 56 in 1987, 84 in 1988 and 89 in
1989. In 1989, there was a slow-down in the number of links provided by gateway entry
points. The total number of links set up by gateways was of the order of 265 in 1989, a
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small increase (+ 1 %) as compared to 1988. In 1989, there wers 63 gateway links
originating from the EEC and 125 originating from the USA.

Most gateway links originating in the USA are targeted to USA hosts (89 %). EEC
hosts were the target of half the number of links set up by USA gateways with foreign
hosts. In 1989, 43% of gateway links originating from EEC Member States were
urgetedtohomlocaedmthesamecoumryuthegmay,u$tohomlocuedin
another Member State of the EEC, 24 % to hosts located in the United States.

Various kinds of gateway services exist, ranging from bilateral links between hosts to
intelligent networks providing a central access point to a number of hosts. Few
gateways (13) provide access to more than 4 hosts. Among these, 8 are located in the
USA, 2 within the EEC and 3 in other parts of the world. Regarding the most
“targeted” hosts (those available through more than 4 gateways), 8 are located in the
USA, 3 in the EEC and 1 in Japan.

Exports of EEC hosts to non-EEC-countries amounted to 43% of their revenue.

In 1989, the Information Market Observatory sponsored the European hosts survey.
Although such host surveys have already been made at national level, this was the first
survey which covered all EEC Member States and involved 140 participating hosts.
This survey focussed on hosts providing professional database services (consumer
services were out of the scope of this survey). It was carried out by national
professional associations and coordinated by the European Information Industry
Association (EIIA).

According to this survey, the revenue of EEC hosts worldwide totalled 2,492 million
ECU in 1988. Sales to non-EEC-countries represented 1,084 million ECU, i.e. 43% of
total sales. Their revenue was well balanced between W
(43%) and real-time information services (57%). 85% came from ASCII databases
services,15% from videotex services. Two operators, Reuters and Dun & Bradstreet’s
EEC-based hosting activities, together account for more than S0% of the reveaue of all
EEC hosts.

The EEC hosts employed more than 18,000 people in 1988.
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2. Videotex information services and networks in Europe

- Since 1989, several national telecommunication operators have launched programmes for
the wide dissemination of low-cost terminals

- European telecommunication aperators are developing kiosk facilities
- Interconnection of national networks progresses very slowly, owing to bilateral agreements
- The boundary between ASCII and videotex is fading away

Introduction

More significant changes have occurred in the videotex sector than in the ASCII database
services sector. Since 1988, the installed base of videotex terminals within the EEC is
growing by one million units per year.

By the end of 1990, the 5.6 million Minitels in France accounted for more than 90% of the
European installed base of videotex-dedicated terminals. According to a survey carried out
on behalf of the Commission, Germany (128,000), UK (100,000), Italy (145,000), Spain
(60,000) and the Netherlands (25,000) have a significant installed base of terminals. By
taking account into videotex-dedicated terminals as well as videotex-emulated PCs, the
videotex-installed base amounted to 256,000 in Germany, 150,000 in Spain and 100,000 in
the Netherlands.

The development of videotex services in Europe has been stimulated directly by network
operators, whereas in the USA, Regional Bell Operating Companies (RBOCs) have been
prevented from providing information services (e.g. yellow pages) by a US District Court in
1982 ("Modified Final Judgement”). Even if five RBOCs tested regional videotex gateways,
all of them have been waiting for the "lines of business” restrictions to be removed before
committing themselves to the huge investments needed to create a videotex infrastructure.
Besides RBOCs, some other videotex ventures have been started up, the most successful
being Prodigy, heavily sponsored by IBM and Sears. Each of the two leading general
interest online services (Prodigy and Compuserve) achieved more than 700,000 users at the
end of 1990.

In Canada, Bell Canada runs a videotex gateway, the Alex service, through NAPLPS, (North
American Presentation Level Protocol Syntax), which allows higher definition graphics.
Alex Service has the largest installed base of videotex-dedicated terminals in North America
(25,000), but has not reached the critical mass that would motivate information providers to
pursue their efforts for the design of new services or to invest in promotional campaigns.

2.1 Inthe El-iC, since 1989, several national telecommunication operators have launched
programmes for the wide dissemination of low-cost terminals and for the stimulation
of videotex services supply.

A low-cost terminal distribution policy based on the development of the electronic
telephone directory played a key role in France. By the end of 1990, 18% only of 5.6
million Minitels were bought or rented (i.e. 82% free of charge). 19% of households
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and 80% of companies are equipped with at least one minitel. 30% of the French

population over the age of 15, and 40% of the working population, have acctss to a
minitel. The number of services has reached 15,000 and the number of calls 1,500
million (40% for the electronic telephone directory).

In other Member States, where a videotex network infrastructure has been developed,
the national telecommunication operators are now faced with increased demand for
videotex, as a result of mass dissemination of low-cost terminals and encouragement of
videotex services supply.

Videotex promotion requires significant investment at a time when
telecommunications operators have to invest heavily in cable TV, ISDN, cellular
telephone and mobile services. In addition, with the trend towards liberalisation,
telecommunication operators are faced with profitability constraints. The return on

investment in videotex programmes took longer than planned and caused controversy

in France as well ds in Germany. Fdr the reasons of limited investment capacity and

profitability constraints, telecommunications operators created subsidiaries or joint

ventures and tried to share the costs of videotex programmes with banks, local
authorities and manufacturers.

Such consortia have been created in several countries: Videotex Nederland in the
Netherlands, Tercom in Belgium, and Videotel Eireann in Ireland. In the Netherlands,
Videotex Nederland plans to distribute 100,000 videotex terminals, whereas Ireland is
planning for 10,000 and Spain for 100,000. However, in Italy, the telecommunication
operator SIP has reduced its distribution plan from an objective of 500,000 videotex
terminals to 375,000 in 1993.

European telecommunication operators are developing kiosk facilities

The second major trend is the development of access and billing facilities through
premium-rate "access points" managed by telecommunication operators. These "kiosk
facilities" stimulate the use of information and transactional services, both by SMEs
and by consumers. The diversity of tariffs in these "kiosks™ and their ability to charge
high prices for value-added services (20 to 70 ECU an hour) have a direct effect on the
diversity of services, and especially on the supply of professional information services.

Such kiosk facilities, available in France since 1986, are operational or planned for
1991 in Italy, Luxembourg, Portugal, Belgium and Ireland.

Interconnection of national networks progresses very slowly, owing to bilateral
agreements

The integration of videotex services made some progress during 1989 and 1990. This
integration has resulted in the:

- Development of multi-standard and multi-protocol facilities in national networks
- Interconnection between national videotex networks.
Through multi-standard and multi-protoeol facilities, it has become possible to have

access to videotex services hosted within a country with different kinds of terminals
(CEPT 1, CEPT 2, CEPT 3 terminals), including ASCII terminals. If the French,
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British and German videotex networks are still based on national standards, most of
the other videotex networks are now partly or fully muiti-standard.

The interconnection of national videotex networks allows users from one country to
access services in another country. These interconnections do not provide access to the
whole range of services available in other countries because of the diversity of billing
practices. However, progress is being made through bilateral agreements between
telecommunication operators.

The representatives of network operators in 17 European countries met in March
1990, at the initiative of the CEPT (Conférence Européenne des Postes et
Télécommunications), and adopted a "declaration of support for trans-European
access to videotex services". They agreed on technical solutions and on marketing
principles, e.g. unrestricted transborder access to the free services of networks, for
which no prior subscription is required. This unrestricted access should be extended to
all services as far as the structure of different videotex network allows. Operators will
have to adopt the one-stop-shopping concept (OSS) to facilitate access to services
requiring users to be registered. Subscriptions to foreign networks would thus be taken
out at one single centre in the user’s country.

At the end of 1989, there were 12 bilateral interconnections of national networks:

- two-way  gateways: France/Italy,  France/Belgium, Germany/France,
France/Luxembourg, Luxembourg/Germany, Germany/Netherlands,

- one-way gateway: the Irish network provides access to the German, British and
French networks, the Belgian one to the German and the British, and the Danish
one to the German.

Through these "videotex gateways”, transborder traffic grew steadily in 1990. Teletel,
for example, recorded 10,000 connect hours in 1988, 30,000 in 1989 and 143,000 in
1990, through the Minitelnet gateway of INTELMATIQUE (France Telecom's
subsidiary in charge of Teletel international promotion).

Yet, it is unlikely that such bilateral agreements are the best approach to build up a
transparent Community-wide access to videotex services. 66 bilateral

would be required to achieve such an aim. A Community agreement for the creation of
a European "kiosk"” would be more effective.

The boundary between ASCII and videotex is fading away

As an information presentation format (set of characters, graphics), videotex was an
alternative to ASCII; terminals were either "ASCII" or "videotex". Since specific
structures, e.g. "pages” and "screens”, were specifically created for videotex, the latter
became incompatible with the ASCII environment.

The boundary between ASCII and Videotex is diminishing, and this trend can be seen

at the level of terminals. For example, companies do not want to equip their employees
with two different terminals and prefer a unique terminal to offer access both to

internal or external resources, whether they are videotex or ASCII. The development
of multi-standard and mulu-protocol videotex terminals in various European countries

reinforces this trend.

In order to encourage PC-users to use videotex networks and services, network
operators or information providers promote "chips” and software that "emulate” the PC
as well as a videotex terminal.
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In addition, hosts who distribute ASCII databases try to poach videotex users by
developing "interfaces” which make their databases available from a videotex terminal
through simplified command language adapted to the videotex-specific function keys.
Videotex network operators increasingly provide access not only to videotex-like
terminals (Including videotex-emulated PCs) but also to ASCII-like terminals (PCs or

teletypes).

3. Audiotex services

- In Europs, with the exception of British Telecom, the interest of telecommunication
operators in audiotex is quite recent

- In North America as in Europe, audiotex growth meets complex legal and regulatory
issues

- Technical barriers hamper access to audiotex services from foreign countries

Introduction

With an installed base of 143 million telephone lines, audiotex in Burope is opening up a
mass market to European information providers. The first report pointed out the ambiguity
of the audiotex concept which encompasses "services ranging from the simplest, such as
spoken information recorded on a tape player, to the most sophisticated , such as voice
interaction with a database service”.

Audiotex services may be passive (the user dials a telephone number and listens to a pre-
recorded message), or interactive (the user selects the information he wants to access). The
interaction can be limited to simple choices (e.g. menu) or more sophisticated ones,
allowing retrieval in a vocal database. The user may interact through the telephone keys
(tone recognition) or by speaking (voice recognition). Audiotex services may be either free
or paid for; this includes free telephone services, linklines (local call charge only), premium
rate services (PRS) and subscription services.

Information is delivered over the telephone (pre-recorded message, voice synthesis). Audio-
fax and audio-videotex allow the user to search by telephone and to receive the "output”
(documents, columns of text and graphics, images) on a videotex screen or by fax. Audiotex
can also be combined with traditional enquiry services : the user is welcomed by the vocal
host and can be switched to a human operator.

The development of audiotex is highly dependent on national telephone operators’
strategies : basic telephone equipment policy (DTMF telephones allow more interactivity),
digitisation of network, commercial initiatives (development of "Premium rate services”,
tariffing and billing policies).

Audiotex services have raised legal issues. "Live conversation” ("chat-lines” one-to-one) and
“adult services” were the subject of controversy, especially when telephone operators were
indirectly involved in the provision of such services, e.g. through billing and collection. The
legal framework (special legal conditions to set up a service, codes of practice, regulatory
bodies) varies from one country to another.

There is a large potential for pan-European-scale audiotex services, not only for business
services (corporate information, share prices, foreign exchange rates). However there are
technical, legal and market barriers which hinder their development.
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ﬁmwﬁlukﬁnam there is a demand for toll-free audiotex
services; free of charge for the caller, but paid by the advertiser.

In the UK, thers are already two tariffs, according to the sudiotex operators (0.53 and
0.62 ECU per miaute). In other mmummwm
mumeecumkmo. ECU in Belgium, to 6,22 ECU in France and in
the .

3.1.1 In the EEC as iu Nerth America, sudiotex growth mueets complex legal and
regulatery issues

The involvement ef telephone operators in billing the services and in collecting from

the users has raised the issue of their responsibility for the cemtent. This issue is not

specific to sudiotex. Videotex "pink messaging secvices” ("messageries roses”) raised
similar controversies.

lnmuxnthm.mwﬁcmmmmmeWof
sudiotex duvelopsment, the Indepeadent Commities for the Supervision of Standards

of Telephone Information Services (ICSTIS) and the Commission de la Téématique
(which siso deals with videotex).

Network operators or regulators in the UK, France, Ireland and Belgium have set up
contractusl clanses and Codes of Conduct in order to prevent the misuse of PRS
services. Howsver, differences between existing contractual provisions and Codes of
Cosiduct and their abseace in certain countries create a barrier to the provision of
transborder sudiotex facilities.

One of ths issues on which these regulatory bodies must adjudicate is how far the
audiotex services fit into existing legal provisions. This is particularly important in
mmmulmmummumm).wu
promotion (existing advertising rules may apply if promotions are really advertising),
wamm@mmnumhmmmm
w;ndwk);nlogdmdﬁnmcidadvice(cmu-ovu existing financisl services
legisiation).

In the UK, chat line services ware the subject of controversy, when, over two ysars ago,
they were removed from operation. They were allowed back in service after one year,
with the provision that they conformed to a code of practice.

These regulatory and legal issues are not specific to Europe. Ia the USA, the situation
is rather complex, considering the overlap of regulatory bodies already concerned; the
Federal Commusications ,

1991, ealarging the scope to “"privacy issues". Conpmhmemodby'callu
identification” capabilities that would permit telemarketers to recognise automatically
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the caller’s number. Congress could also make telephone companies offer “free
blocking”, which allows a telephone subscriber to select telephone numbers that cannot
be accessed from his telephone. Another piece of proposed legislation would require

telephone companies to show separate listings of "PRS" charges on telephone bills (like
the " kiosk" does in France for videotex services).

In 1989, Bell Canada had planned to stop billing and collection for “"premium rate
service” (976 services), arguing numerous complaints from families and associations
and constraints jeopardising profitability. The Federal regulatory authority, Canadian

Radio-Television and Telecommunications Commission (CRTC), did not allow Bell

Canada to stop offering such services, because the complaints have been considered as

marginal and the business of the information providers would have been damaged.

3.12 Technical barriers hamper access to audiotex services from foreign
countries

Transborder PRS services are not available today. Telecommunications operators are

faced with technical and administrative difficulties to make audiotex services acessible
from foreign countries. The limited level of digitisation of telephone networks slows
down the diversification of price bands; present call rates are unadapted to the

international traffic.

These difficulties are not specific to audiotex. International toll-free numbers (like 800
or "green numbers") are also concerned. Some barriers can be overcome today. A
private company already provides toll-free calls to the UK from 46 countries.

Despite these barriers, opportunities exist for the development of an international
audiotex market. In addition, bilateral free-phone interconnection agreements
between national telephone operators are progressing. Even for PRS, an international
access possibility has been demonstrated by the “World Info" service of OTC
(Australian telecommunication operator), which gives service providers access to
callers in 190 countries. The callers are charged the standard rate for an internstional
call to Australia.

International audiotex could be appropriate for finance, travel, transport, sports and
telemarketing services.

4. CD-ROM publishing

Initially oriented towards professional applications, CD-ROM shows steady growth on the
consumer market, particularly in Japan.

Commercial titles in print increased 130% worldwide in 1989

Data collections and databases which were not available online become accessible
through CD-ROM

European CD-ROM publishers focus on law and business while American CD-ROM
publishers focus on geography, medicine and sofiware.

The worldwide installed base of drives has more than doubled in 1989, reaching 550,000
drives.






43

44

-19-

medium to deliver in electronic form information which was sot cusrently available
online.

Eurepean CD-ROM publishers focus on law and and business while American CD-
ROM publishers focus on geography, medicine and software

In 1989, accordiag to InfoTech, 19% of tities published in the EEC related to law, 16%
to business, 12% to directories- and produst Catalogues, 11% to0 library sutomatien.

The EEC share of total worldwide commercial tities was 15% in 1989. It excesded 15%
in the following subject aress: Liirary Automation (34%), Law (31'%), Businsit-G8%),
Education (28%), Directories (21 %) and Science (17%); whereas it was below 15% in
the following subjects: Medicine (11%), Gmulh&m(lﬂ!), mas),

Softwere (7%) and Entertainment (3%).

20 % of titles published in the USA related to Geography, 15% to Geaeral Reference,
12% to Software, 11% to Medicine, 9% to Directories and Product o
Law, 8% to Business. American publishers are predominant in the aress of Geography
m ti(d;“%ublhhed worldwide), Medicine (77%), Software (70%) and General

Japanese CD-ROM publishers focussed on Entertainment. Among the 161 Japanese
CD-ROM titles, 52% dealt with Entertasinment. They published 21% of total
worldwide commercial titles, reaching 85% for Entertalament titles, 32% for
Education and 21% for Software.

The woridwide Installed base of drives has mere than doubled in 1909, resching
550,000 drives

The installed base of drives (including both drives associsted with the use of
Mmmmmmmwwwmw
261% in 1987, 417% in 1988 and 224% in 1989, reaching 530,000 drives. In view of
mg&wﬂim tholmﬂdb.uhoul&lmepmedﬁalmﬂlbnuk‘by

This indicator is of particular importance to the publishers who have besn waiting for
CD-ROM to be wall established as & medium before considering entering the market.

At the end of 1989, 43,400 drives were installed in the EEC, compared to 296,700 in
the USA and 192,500 in Japan. The growth of the installed bage-in Japas seems t0 have
been driven by comsumer applications (games). In 1988, Japan was believed to sccount
for 1% of the worldwide-installed base of drives . It accounted for 35% in 1989.

‘lheinnlledbueofdﬁvuhm-quulcuyhlheUSA(HllS)&-htbe
EEC (+70%). In fact, the distribution of the instalied base of drives within the EEC
countries did not change dramatically in 1989. With 21,400, Itsly was stii] leading the
way, followed by the UK (6,500), Germmany (3,000) and France (4,800). Market experts
anticipated a 1990 installed base of 100,000-150,000 drives in the EEC,
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ﬁzmmwmmzw&mmMMMm

videstex revenue amounted to 700-800 millien: ECU; businest usoge is
bmdwﬁkmw:m”hm with
dizserningtiors of serminals

- In 1980 -audiasex sarvices generated abest mmscvma-m

CD-ROM cammiercial mm-.m-aummsm
mecinly through Rbrary and business applications, whils in Japax, 209 million: ECU were
aoriginatad by consumer applications.

%ucmmmwmmmamm

For the CD-ROM secwor, the Obssrvetory takes into account commereisl thies tovimme

(revermss gomestad by -the shies of discs) and excludes drives stled & well a5 luhowse
applications reviaue (tisles sd applications which were designed for internal use by
organisation and which ‘are not availeble on the market).

5.1 In 1989, European organisstions spent sheut 1,500 millisn ECU on ASCII databases

In the EEC, ASCII oaline database services were essemtially orientated towards
peofessional use; online consumer services are more and mere provided through
videotex and audiotex. In the USA, whers videotex was not promoted by
telecomemmnication operators, online ASCII hosts provide also entertainment, general

and transactional services to approximately one million consumers.
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The installed base of modems amounted to 10 million in the USA and 3 million within
the EEC (270,000 modems in Germany, 228,000 in Spain, 590,000 in France, 300,000 in
Italy, 1,147,000 in UK). Modems turn the PC into a terminal and enable PC-users to
communicate online via the telecommunications networks.

According to a survey carried out by Scicon on behalf of the Commission, and based on
1,500 interviews all over the EEC, more than 700,000 companies, i.e. 6% of all
European companies, used online database services in 1989. 54% of the 700,000
European companies using online database services were located in France, 16% in
the UK, 16% in Germany, 10% in Italy.

In 1989, the proportion of companies using online services reached 26% in France, 7%
in UK, 5% in Germany, and about 3% in Denmark. The deep penetration of videotex
and the "kiosk effect” in France explain the high proportion of companies using online
services.

If French companies represented 54% of European companies using online databases,
they spent only 33% of the total European online expenditure, while British companies
contributed 28 %, German companies 11% and Italian companies 11%. Average online
database expenditure per company was three times higher in the UK than in France
and Germany. This can be explained by the importance of financial institutions in the
UK.

According to the survey, European online expenditures amounted to 1,275 million
ECU. Considering that this survey excludes residential use and undecestimates logal
and accounting professions, government and local authorities, universities, public
research organisations and library expenditure, total ASCII datasbase services
expenditure can reasonably be estimated at 1,800 million ECU.

In 1989, videotex revenue amounted to 700-800 million ECU in the EEC

Videotex was initially geared towards households and designed to simplify consumer
access to information and transactional services. Initial development plans were based
on the linking of the TV set with the telephone. The free dissemination of low-cost
terminals allowed France Telecom to create a mass market. Experience of consumer
services helped to design user-friendly professional services in a second stage. Teletel
traffic is dominated by consumers and by general interest services, but lately
professional use is growing faster than consumer use. The growth rate of high-level
"kiosk" services traffic was 180% from 1989 to 1990. From September 1989 to
September 1990, the number of calls per month to high-level kiosk services ("36 28"
and "36 29" access codes) has grown from 92,963 to 395,220 and connect hours/per
month from 12,361 to 34,622. These are professional services used by companies.

In other Member States, business usage is predominant. In Belgium, 85-90% of
videotex terminals are located in companies, 75% in the Netherlands, 60% in Portugal
and Germany, and 55% in the UK. British success in travel and stock exchange secvices
indicate that videotex can be used efficiently for business applications. Through wider
dissemination of terminals and development of "kiosk" facilities, several Buropean
telecommunication operators plan to promote videotex towards both consumer and
business markets.

In the EEC, videotex expenditure (excluding terminal sales or rentals, but including
telecommunication costs) amounted to 700-800 million ECU in 1989. These
expenditures include pure transactional services, information services (information
retrieval) and combined services (both transactional and information).
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Teletel concentrated 90% of the European-installed base of videotex terminals, 84% of
toul European videotex connection hours, but only 65-75% of total European videotex

(In 1989, France Telecom collected 520 million ECU from users,
excludlng terminal rentals. ) Indeed, considering the predominance of business usage,
the average number of calls and expenditure per termlnal is higher in most Member
States than in France.

In 1989, audiotex services generated about 300 million ECU revenue in the EEC

As with videotex, audiotex is very simple to use. It does not even require the

of a specific terminal. These characteristics enable a wide range of mass
market applications, directed not only to the consumer but also to the business
community.

Audiotex did not develop in the same way in the US as in the EEC. In the US,
audiotex has been used since the beginning of the 80°s for vocal messaging applications
(voice mail) and is now growing at 25% per year; vocal hosts giving access to
information appeared in 1985 and grew 40% in 1989. Vocal messaging appeared only
recently in Europe. Significant growth of vocal messaging will come when public
operators launch commercial low-cost voice mail services designed for business and
home usage. These services could be substituted for answering machines.

The previous report focussed on the professional audiotex services. The survey carried
out by EPS on behalf of the Commission was based on a restrictive definition of the
audiotex market:. “Services where the information is provided through interactive online
access to a database using voice or tone recognition”. According to this definition, the
EEC professional market (excluding entertainment services and voice messaging, but
including equipment suppliers sales) amounted to 300 million ECU in the EEC in
1989.

The Audiotex Workshop underlined the difficulties of measuring the audiotex market.
Revenues generated by premium rate services (PRS) are currently as follows.

In 1990, premium rate services (PRS) amounted to 499 million ECU. 48% of

PRS revenue were generated in UK, 32% in France, 20% in the
Netherlands. In most countries, 50% of revenue collected from users are redistributed
by the telephone operator to the information provider. Equivalent PRS services
amounted to 540 million ECU in the USA. PRS applications are dominated in each
country by entertainment, adult services and general public information (weather,
traffic, sport, horse racing, health, etc.). However, the so-called “serious services®, e.g.
financial information and banking services, account information, transaction orders,
are growing rapidly in the UK, where they benefit from higher rates. In the UK, adult
services represent 34% of PRS revenue in 1989, but only 22% in 1990. "Chat line” and
"family” services remained stable (14% and 24%). Serious services jumped from 24%
in 1989 to 41% in 1990.

Significant developments during 1990 included the introduction of audio-fax and the
development of subscription services where charges are made outside the network
operator’s billing system, using credit card for example.

CD-ROM commercial titles revenue amounted to 58 million ECU in the EEC, mainly
through library and business applications, while in Japan, 289 million ECU were
originated by consumer applications

CD-ROM was originally designed as a professional tool whereas Compact Disc
Interactive (CD-I) was designed as a consumer “medium”. In fact today, CD-I is more
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and more considered for technical documentation and CD-ROM for computer games
and education applications.

The emergence of a consumer market began in 1989, especially through educational
titles. This shift began in the USA, and at a lower level in France and the U K., with
sales of educational titles through mass market distribution channels, like
microcomputer and electronics stores and mail order catalogues. Dramatic evidence of
this shift occurred in Japan.

Worldwide commercial titles revenue doubled in 1987, from 18 million ECU to 44
million ECU, multiplied by S in 1988, and more than doubled in 1989 from 207 to 440
million ECU .

In 1989, commercial title revenue in the EEC amounted to 58 million ECU,
compared to 90 million ECU in Japan and 289 million ECU in the USA.

Concurrent with the Italian dominance in the EEC CD-ROM industry, revenue for
commercial titles in 1989 amounted to 41 million ECU in Italy, compared to 7 million
ECU in the UK, 3.5 million ECU in Germany and 3 million ECU in France. In 1988,
commercial title revenue was 29.7 million ECU in Italy, 3.4 million ECU in the UK, 2.4
million ECU in Germany, and 0.85 million ECU in France.

An interesting aspect of the mass market development in Japan is the use of
multimedia - text with pictures, animation, video and sound - to create information
products.

Global EEC expenditure on electronic information services amounted to about 3,000
million ECU

In 1989 by totaling Europe-wide ASCH database services expenditures, videotex and
audiotex revenues and CD-ROM commercial titles sales, European electronic
information services and products expenditures (including imports e.g. purchases from
non-EEC distributors) amounted to around 3,000 million ECU. Equivalent
expenditure had amounted to 2,200 million ECU in 1988; fastest growth rates were
recorded in CD-ROM, audiotex and videotex.

European electronic information providers' reveaue (including "exports”, e.g. sales to
non-EEC users) amounted to 3,500 million ECU.

The US Department of Commerce estimated American electronic information
providers’ revenues at 6,800 million ECU (7,440 million §). 25% of American
providers’ revenues originated outside the US, mainly in Europe.
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6. Concentration in the information industry

- A slow-down occurred in the trend towards global restructuring

- However, concentrations and joint ventures continued at a reduced rate in all
information areas

Introduction

Over the last three years, a number of mergers and acquisitions restructured the electronic
information industry . The most significant acquisitions were initisted by large specialised
information firms (Reuters, Dun & Bradstreet), and by gigantic and diversified media
companies (McGraw Hill, Dow Jones, Knight Ridder, Maxwell, Pearson, Elsevier, Reed,
Wolters Kluwer).

6.1 The trend towards global restructuring slows down

In 1990, there was not such strong movement towards concentration. The giants had to
"digest” the companies they had acquired and to rationalise their activities, products
and services.

In some cases, these worldwide information firms were obliged to offer for sale their
recent acquisitions to absorb their debts. For example, Dun & Bradstreet (US) offered
for sale two companies Datastream (UK, acquired in 1984) and Interactive Data-IDC
(US, acquired in 1988); they also sold Petroleum Information (US) to Geoguest
Intemmational Inc (US) , Focus Research (US) to Ziff Davis (US) and Donnelley
Marketing Division (US) to Diamandis (US).

Maxwell Communication Co:pomuon (UK) sold the publishing firm Caxton (UK) and
the scientific publisher Pergamon Press

The G‘roupe Expansion (France), which had acquired several financial and economic
newspapers in Europe, disposed of 66% of Dafsa (France) to BIS (France), already 2
majority shareholder in SCRL (France), the credit rating provider.

62 Concentrations and joint ventures continued at a reduced rate in all information
areas

In the field of financial information, Reuters (UK) acquired Uplink to strengthen its
broadcast dissemination capacity. Agence France Presse and Extel Financial (UK)
created a company, AFP-EXTEL News Ltd., to compete with Reuur:

Performance (US) took a share in the Eumperformance (France). Standards and Poors
(McGraw Hill group, US) acquired the Agence d’Evaluation Financiere (France). VNU
(Netherlands) reinforced the market position of its American branch Disclosure by
acquiring Bechtel Information Services (US), distributor of American public companies
accounts. Disclosure also purchased the Intemmational Report Collection from the Center
for Interational Financial Analysis and Research, covering 40,000 companies in 47
countries. The economic press publishers Dow Jones (US) and Handelsblatt (Germany)
created a 50/50 joint venture to provide financial information secvices.
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In the field of business and company information, Maxwell Communication

(UK) acquired Ecodata (Germany) which collects data about 700,000 German firms.
Intelligence, shareholder of Atoll (France), has acquired ITN Marketing. Both

eompmiu collect data on computer sites within 150,000 companies.

Hoppenstedt (Germany) and Bonnier (Sweden) created a 50/50 joint venture to provide

business information services.

In the field of legal information and databases, the legal publisher Busterworths (UK)
and Wolter Kluwers (Netherlands) acquired respectively the Library Association

Publishing Ltd (UK) and Legislation Vigente (Spain).

In the field of scientific and technical information, Maxwell Communication
Corporation (UK) created with VINITI, the Soviet bibliographic ageacy, a joint veature
called Sci-Tech Information. The Royal Society of Chemistry (UK) and Dechema, the
chemical industry association (Germany), set up a joint venture to offer the world’s
largest database on chemical and process engineering and industrial biotechnology.

In the videotex sector, growth of terminals in Europe and achievements of Teletel
European interconnections encouraged several French hosts to open branches or
agencies in other Member States, especially in Italy and Spain (Segin, SDV, Nouvel
Observateur). In France, the concentration which started in 1989 is continuing, e.g.
through the acquisition of Dictel by Courtoisie, of Media Innovation by Imagine
Interactivity, of Allo Marché by La Voix Express, of Canal 4 by Le Nouvel Observateur, of
MC2 by SG2 and of AZ Telematique by CI-Com. Hosts are trying to meet the growing
investments necessary to develop new services, especially for business applications.
The merger of Segin, Sodinforg and FITB promoted Axime to third place in Freach
computer services and software companies in France, and to first place in the videotex
sector.

In the area of CD-ROM and multimedia publishing, Questel and GMF (the insurance
company, shareholder of FNAC stores) created a joint venture, Imeris. Her Majesty’s
Stationery Office (HMSO), the British Government publisher, created a joint venture
with Conrext (UK) to publish on CD-ROM. Philips sold part of its activities within the
PDO joint venture (Philips-DuPont de Nemours).

It is also necessary to take into account the agreement between Amadeus (Air France,
Lufthansa, Iberia) and Sabre (Amecican Airlines) to achieve the world extension of

their reservation systems. This agreement follows the one that was made between
Covia (United Airlines) and Galileo (British Airways, Swissair, Alitalia).

Growing involvement of traditional publishers in the electronic information market

EEC press publishers do not seem to be as interested in making available online full-text
database supply as their American counterparts
However, EEC press publishers explore opportunities in videotex and audiotex

Most of the European communication groups are now involved in the production or
distribution of electronic information products and services
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Introduction

A striking feature of the electronic information market is the low involvement of EEC
traditional publishers in the development of electronic information services.

In the first generation of electronic information services, ASCII online database services,
American publishers were not among the pioneers. The host operators originated from a
large range of activities such as electronics, acronautics and space industry (Dialog, a branch
of Lockheed, TRW), computer services (Orbit, a branch of SDC), research agencies
(National Library of Medicine), paper and printing industry (Mead Data Corporation, a
branch of Mead), business services (Dun & Bradstreet).

In the past, both the USA and Europe were cautious about investing in this area. In order
to assess the present participation of American and European publishers in the area of
electronic information services, three different stages may be referenced:

- realising the value of existing "information assets” by transferring internal databases to
a commercial host for online distribution

- development of business and consumer services in the context of mass-market delivery
channels, e.g. via videotex, audiotex, fax-based information services

- strategic involvement by taking over existing operators with the aim of playing a
leading role.

For European as for American traditional publishers, strategic involvement in electronic
information services is not obvious, considering the other strategic development
opportunities, namely:

- diversification from publishing towards television (e.g. investment in TV stations,
satellite and cable)

- diversification from publishing towards advertising (e.g. creation of "free” publications)

- consolidation and internationalisation of publishing activities (e.g. creation or
acquisition of printing plants and of publishing firms abroad).

It has yet to be demonstrated that the profitability of a "strategic involvement " in electronic
infomation services will be superior to that of other strategic development opportunities.

As a final analysis, the choice between these different strategies will very much depend on
the "vision" traditional publishers have of their future business development. Accordingly,
companies such as McGraw Hill and Knight Ridder withdrew from the audiovisual industry
in order to concentrate on electronic information services. McGraw Hill acquired DRI in
1980 and invested 500 million ECU between 1986 and 1989 in costly acquisitions in order to
diversify towards electronic information services. This group has since achieved 26% of its
before-tax profits in information services as opposed to 41% in the press. Knight Ridder,
with substantial previous experience with VU-Text, consolidated its position by acquiring
the leading American host Dialog.

Even gigantic media companies, such as Bertelsmann, Maxwell, Pearson, CEP, Hachette,
Reed, Mondadori and Ringier, that initially tried to develop simultaneously all these
strategies, are now forced to reconsider their future direction
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Euwropean press publishers are less involved in full-text database supply than their
American Comnteroa |

Moving to electronic techniques allowed newspapers to compile full-text databases
mmwm Parallel to this development was the more and more

In the USA, several hundred publications are availsble today in full-text on hosts; there
are only a handful in Europe. At the end of the 70's, Mead Data Central (US) had
agreed to invest 15 million ECU in order to become the first host ine
full-text of laws and caselaw. MM&D&C&S’:M.&G{%%

these voluminous press databases.
Damasolve-Profile in the UK, MandG-Caminche

2
i
i
i

European press publishers explore opportunities in videotex and audiotex

In the EEC, the press publishers were encouraged by the network operators to take
part in videotex trials. Hence, press groups started publishing the daily news “on
screen”, taking into account the technical constraints of videotex. The concept of
"electronic newspaper” was born, but it has found littie response from the public until

now.
The only noticeable exception came from France where dailies and specialised
WMMQM&omthedymiuome.AMhﬂnnof

newspapers impiementing high-quality .
M.woﬁudthepuuicmmdmmmiﬁafomedywm
uchngehlbrmdon

The involvement of press publishers in fax-based information services is limited in
Europe to newsietter delivery. In the USA, trade and general business publications,
from Communications Week to Business Week, and newspapers (Chicago
Tribun I:bmuﬁmu.ﬂw\'orkﬂm USATodty),puNhhadlﬂymmary
a fax version.



73 Most of rggﬂlgigsgi the productioa or
distribution of electronic information preducts and services

Among the 24 leading publishing and media companies in Ewrope (Bertelsmann,
Hachette, uﬁr?ggig;ti
Commaunication, Reuters, Mondadori, Axel Springer Verlag United Newspaper, News
Intermational, VNU, RCS International, Heinrick Bauer Vi Dally Mail & General
Trust, Elsevier, SEAT, Groupe de la Cité, Wolters Kluwer, CEP Generale
Occidensale, Burda, Office d'Annonces) 17 are involved dicectly or indirectly (through
subsidiaries) in the provision of electronic information services.

ggggg w. Among these 24 leading m.ii..l-!_.a
and media companies, only 1 _.2?18& %%E-&}
Egggzgggéoinizg
each at least one CD-ROM title and 8 are involved in CD-ROM publishing as “service
buresu®.

Maxwell, Reed International, United Newspapers (Extel), Pearson (Profile) and
g?&ocﬁ:o.g gﬁwﬂi?ig
Elsevier and Wolters Kluwer in the Netheclands, SEAT in ltaly, Office d'Anncnces
(Kompass) in France have invested heavily and are the most active, often after take-
overs.

8. Electronic information services and the Internal Market

8.1 Manufacturing companies use electronic information services less intensively than
companies in the service sectors
The first report pointed out the unbalanced structure of Ewropean compsnies
expenditures on online database services. 80% were devoted in 1988 towards real-time

According to the Scicon survey, the financial sector concentrated 69% of the total

g‘io&iggi retail and distribution 9%, tourism
%, and manufacturing sector only 4 Esﬁllnﬁn-&i&o

gaggigsgigafizﬂ

with their American counterparts. It is dramatically lower in other activities,

particularly in masufacturing;

As analysed is Eowns_oﬁg..a&oa Market Observatory report, this does not

necessarily mean that European companies are less informed than American ones.
The shift from 35&8:886..8. newsletters, directories, reports) and from
traditional providers (credit rating services by mail or by telephone, informstion
brokers, market research firms, banks, public organisations) ig
g%a&iﬂoﬁﬁaeogqﬁ?&ommﬁ BBBBB
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82. Harmanisation of mational nomenciatures and of government databases could
stimulete the creation of Eurcpesn-wide dstabeses for market data, mailing lists,
credit ratings and compeny information

In order to benefit from the Single Market, EEC companies must be sble to access

In these areas, information firms depend on bagic data produced at national level by
government and public organisations.

Market research firms, mtm.colhetdmonbodlmm

offices). mmmmmmmmmm«m
clients who initiated the stadies but many market-research firms retain property rights
ontl::auﬂnymecdwhoderwpublhhrqomlﬂmmm
services.

Mailing list brokers and direct marketing agencies obtain basic listings from public
bodies (e.g. statistical offices, telsphone operators, ministries) and add value 0 these
qubymnchingﬁmwithquwwdm(o.; consumption behaviour).

Credit ratings and solvency information contribute to the relability of commercial
transactions. These activities are highly. dependent on national public sources

(registers, courts, government official publishers) and on national uﬂm(eg.
company accounts). Credit ratings activities are highly computerised and are available
online in many Member States.

Very few market research firms, mailing lists brokers and credit ratings ageacies
operate at European level. The networking of such firms, through acquisitions as well
as through commercial agreements, has made progress in the last two years. This
networking should ensble partmers (or subsidiaries) to provide coordinated surveys,to
create Europe-wide consumer and company panels,to compile Bucope-wide consumer
and company mailing lists or to set up gateways betwasn their credit ratings datshasss.
nuwofmmmmmm@mm
towards a single database asquires common methods and significant investments.

The creation of such Europe-wide cammon databases (whether they will be distributed
offline, online or published on CD-ROM) are hindered by the lack of harmonisation
between government primary data ia each Member Stats.

'l'hoCommiuioapuhlhhd *guidelines for improving the synergy between public sad
private sector”. These guidelines alm to stimulate the distridution of.public sector
databases by private information providers.

‘The issues reiating to basic data hermonisation between national public bodies are
more complex.

The process of harmonisation of nomenclatures, classifications and of collections of
priraary data produced by mational public bodies has been initiated for statistics and
for company accounts. Progress is quite siow but the legal frame exists. In some areas,
the harmonisation process has not even beea initiated.

The emergeace of such Europe-wide information services is also hampered by the
diversity of national data protection laws. The legal framework for these information
services varies from one Member State to another, especially for consumer credit
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ratings and for direct marketing. The two Data Protection Directives proposed by the
Commission aim to harmonise national data pretection laws, and as such will take into
account the problems raised by transborder flows of such information services.

83 EEC lags behind the USA in the provision of full-text news databases

The Information Market Observatory has underlined the gap betweea the EEC and
the USA in the supply of economic full-text databases. Such datsbases make available
collections of articles which were published in daily newspapers, economic magazines,
newsletters, as well as to the full-text of surveys and reports. They enable a manager to
gather quickly basic facts about a company, a market, a decision-maker, a country.
They also allow companies to keep informed about initiatives from their competitors,
or events affecting the markets.

As mentioned above, several European press publishers, press agencies and hosts are
already active in providing such services, but discrepancies within the Community are
increasing in this area. However, the continuing trend of concentration and
cooperation in the economic press creates the conditions for producing, harmonising
and gathering business news at the European level.

Current news databases should be considered in the perspective of fax-based
monitoring services (e.g. selective dissemination of information). The subscriber

defines a list of key-words (e.g. company, region, market, technology, industry) and
receives by fax every feature published in different newspapers relating to his selection.

9. Towards a Community telematic infrastructure
- The convergence of ASCII online services, videotex and audiotex raises new policy
issues: the European Kiosk, the pan-European telematic infrastructure
. Fax is emerging as a key component of the telematic infrastructure.
- "Mobile services" will affect the development of electronic information services
- Multimedia platforms and ISDN converge through common standards
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9.1 The esnvergence of ASCII emlime services, videotex and audietex raises new policy
issues: the European Kiosk, pan-European Telematic infrastructure.

The boundary between ASCII and videotex is fading away. Audiotex, videotex and fax
can be combined into hybrid applications, viz. audio-fax, audio-videotex, video-fax.
This complex of complementary and inter-related channels is usually defined as

"Telematics”.

The convergence between these formats and channels is not only technical. The variety

of audiotex and videotex services depends on the existence of “premium rate services”

and on the diversity of price bands. For value-added services (e.g. audio-fax), where
price is not based on time (leagth of the call) but on the value or the volume of the

i ion selected by telephone and delivered by fax, flexibility of tariffs will be
crucial.

It was pointed out that interconnexion of national videotex networks and the
establishing of a pan-European "premium rate service” are progressing slowly through
bilateral agreements.

The concept of an European kiosk has been suggested for videotex and for audiotex.

92 Fax is emerging as a key component of the telematic infrastructure

The worldwide fax-installed base increased from 2 million in 1985 to 10 million in 1990.
The EEC-installed base grew from 150,000 in 1985 to 3,200,000 in 1990; 513,000 in
Germany, 234,000 in Spain, 773,000 in Italy, 944,000 in UK, 432,000 in France.

Most of the fax terminals are located in companies. In the UK, in 1988, 65% of
personnel had used a fax, against 13% in 1986. Originally in the hands of the mail and
telex department, fax machines are now spreading to all offices. In the USA, the fax is
even penetrating homes (1% of American households in 1990).

Through the Docdel programme launched in 1984 and several pilot projects, the
Commission had anticipated the use of fax for document delivery. A few information
providers began to experiment in 1986 with the use of fax to deliver newsletters, press
clippings and primary documents. Later on, hosts designed applications combining
interactive search of databases and fax-delivery of the records as well as selective
dissemination of information (SDI) by fax. Several EEC hosts were involved in such
trials in 1989 and 1990: Genios (FRG), Profile (UK), Queste! (France), ESA-IRS
(Italy) and ECHO.

The association of fax with audiotex ("audio-fax") is particularly attractive. It combines
two terminals massively disseminated and easy to use. The association of fax with
audiotex (or with videotex) allows a user to select rapidly a document which will be
delivered by fax.

Two trends in the equipment of companies are likely to establish the fax as a privileged
channel for information dissemination:

- the development of "fax boards" which turn a PC into a fax machine; users can
manipulate the data and are able to dispatch it to a list of correspondents;

- the development of "fax hosts” linked to local area networks (LANS); information
received on such a host can be dispatched within the organisation.
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93 "Mobile services" will affect the development of electrenic information services

The Commission and the Confécence européenne des Postes et Téécommunications
(CEPT) are cresting a framework for developing mobile telephone secvices (e.g.
cellular telephone, radiotelephone). The framework is known as GSM ("Global System
for Mobile Communications").

The provision of mobile services could stimulate audiotex services. PRS high tariff
rates, which are not currently available through land-based networks, could be made
available through GSM. The Audiotex Workshop pointed out that "GSM opportunity is
currently not well understood and it may be necessary to establish audiotex

prior to the opening of GSM services. Full details of the potential services that may be
available on GSM are not yet known and the details of revenue spiits between the network
operators and service providers have not been announced.”.

GSM could also stimulate fax-based information services (e.g. delivery of information
to a motorist).

94 Multimedia platforms and ISDN converge through common standards

For the CD-ROM industry, multimedia relate to information products which combine
textual or numeric data with graphics, still pictures, motion pictum (animation or
video) and sound.

For the telecommunications industry, multimedia relate to wide-band networks,
integrating data, sound and image services.

For the publishing industry, multimedia relate to the alternate and complementary
channels ("media”) they can use to deliver their information resources.

CD-ROM publishers began to explore in 1989 and 1990 mulitimedia applications,
considering the existing and forthcoming formats, platforms and systems; CD-ROM

for the PC, Apple and Commodore systems, CD-ROM XA, CD-ROM Multimedia

Windows, CD-ROM DVI, and CD-Interactive. Manufacturers and software firms
compete to impose their technology. Multimedia publishing is not likely to be
standardized by any official body.

Interestingly, multimedia standards are being developed for telecommunications and
for broadcasting applications in CCITT (CCITT Group 3 and 4 facsimile page image
compression standards) and in ISO (ISO JPEG and MPEG celour still and motion
picture compression standards).

*Kiosk" and "premium rate” concepts helped videotex and audiotex to take off and should be
taken into account for ISDN services.

The “one stop shopping® concept (OSS) has been adopted for the Europe-wide development of
videotex.

The Open Network Provision" Directive (ONP) defines the legal framework for
telecommunications services.

Wide-band networks and multimedia platforms converge through common standards when
mobile services transform the landscape of telecommunications.

All these concepts, Kiosk, OSS and ONP pave the way towards a Community telematic
infrastructure.



10. Competitiveness of the Eyrepean Electronic Information Services Industry

- Proficsbitity analysis:based on published accounts suffer from incomplete, un-focused and
incomparable data.

- Only half of the operators surveyed claim profitable activities over 1989/1990.
- The EC and USA have comparable export ratios.

- Competitiveness is infiuenced by high market fragmentation, large share of non-profit
%i&!io\&-gg

Introduction

Any analyses of the competitiveness of the electronic information services industry suffer
mal lack of reliable official statistics. Private market research studies, using diverging
definitions, classifications and methodologies show 5._58.33-&

Analyses of profitability based on published accounts all suffer from the problem that:

- mo#t of the companies/organisations active in the information services market are
mﬁu.-icﬂ&s!guoz_nasﬁzggizn. Consequently
: y e,

- in large companies, which are obliged to publish their results, the electronic
information services account Egoﬂlmo..oa a small proportion of the
compaenies’ overall activities. ?E&_Eﬂiaﬂﬂi 55555
specific analysis of the prefiability of the electronic informatioa services;

Nevertheless some indications of the financial situation of the eaterprises active in the
market can-also be given on the basis of the IMO's own and external surveys.

_aﬁo%mﬂgaﬁwsgﬁiaﬁgggga?ig
of the EEC industry will be shown.

10.1. Quantitative Indicators

According to the findings nﬁommngoaszamo:-iggg
u_*&ﬁo%%zoﬁsﬁ profitable in 1989/1990. Nearly half
of those respondents who stated their activity as aﬂiggtg’!—_
become profitable in the coming years, and 26% ggg%tﬁgf
profitable or that it was usknown whea profitability will be reached. .:B-omnﬁ.l;
line with those that indicate that for the EEC a ratio exists of around 1 nlu.no:t

i%gg_@igg% 388!. the
USA, more than 80% of the databases are produced by the private sector.

?Emgmcgagc_n gggg 1990 financial
figures for some 349 companies in the UK information industry.



-34-

The UK industry, which represents 84% (1990) of the total turnover of the EC electronic
information services industry (taking into account the fact that the biggest international
operating companies are found in the UK), is the most advanced in Europe. Therefore,
although the findings of the survey are not representative for the total European industry,
they nevertheless indicate some interesting findings.

- The financial situation of the industry can be interpreted differently by bankers or
venture capitalists; taking into account or not the intellectual component (staff,
software, databases) as assets. Newcomer or specialist companies often have limited
real assets and face difficulties for getting ioans secured against “intellectual® assets.
Based on the banking definition of assets, the Jordan Survey identifies two main
groups. The first group is composed of some 80 larger and established companies
who have over £1 million assets. These include the major holding companies and the
multi-national publishing companies. They also include the major organisations
providing business information who have an underlying strength and investment in
property. The second group is composed of 55 companies all of which are
characterised by negative assets. They frequently have high liabilities as a result of
funds being employed for systems development. Those with the worst position, who
are still trading, are totally dependent on the funding from a larger parent
organisation.

- The highest pre-tax profit to turnover ratios are recorded in business statistics (31%),
credit reporting (16%), medium to large book and online publishers (17%),
bibliographic agencies (12%) and large book and online publishers (11%).

- Single digit pretax profit to turnover ratios are recorded in company and stock
market services excluding Reuters (9%), medium sized publishers (7%), hosts and
gateways (7%) and news (5%).

- Non-profit non-loss sectors are comprised of smaller database producers, library
automation, market research and specialist CD-ROM houses.

The Jordans survey concludes that looking at the overall performance of the many

organisations, there is some way to go before the information industry can be said to offer a

secure investment., A growing number of companies, especially in areas of business
information, are however profitable and achieving growth.

On the basis of the Coordinated Host and Database Producer Survey, the growth in 1990 in
terms of turnover was estimated at 12,5%, and at 5% in terms of employment, as compared
to 1989. A productivity increase per capita from 1989 to 1990 can be deduced from the
relation of turnover and employment in both years: the mean annual turnover per employee
rose by 8% from 106 KECU in 1989 to 114 KECU in 1990.

As regards export ratios, 30% of the 1990 EC electronic information sector turnover
originated outside the EC, marking a slight decline from the 1989 32% export ratio. For
online ASCII databases the export ratios are higher - amounting to 36% in 1990 and 39% in
1989. For the USA, it was reported by the US Department of Commerce’s "US Industrial
Outlook" that the US Electronic Information services industry derives an estimated 30% of
its 1990 revenues from foreign sources.

In complement to turnover indicators on exports, the analysis of the geographic origin of the
databases hosted on EC hosts shows that the share in terms of number of domestic
databases remains stable in 1989 as compared to 1988.
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10.2. Qualitative Indicators

Analysis of strengths, wesknesses, opportunities and threats provides complementary
insight into the quantitative indicators developed above.

The strengths of the European information industry are indicated by : the presence of
leading world-wide companies such as Reuters and Maxwell, the relative high coaceatration
of databases on European hosts, the strong tradition and international presence of the
publishing sector, the availability of a rich cultural heritage, the involvement of the public
sector to support and foster emergent ventures and long-term investments, as well as the
large installed and still growing base of consumer information terminals which stimulate
awareness of electronically disseminated data.

These strengths are however counter-balanced by several fundamental weaknesses due to
market fragmentation, the large share of non-profit activities and the slow enlargement of
the customer base to end-users.

Europe faces greater internal barriers to sector development than either the USA or Japan.
US and Japanese companies benefit from some distinct advantages in that they are
operating in a homogenous and relatively large marketplace. In contrast, European
companies operate within' a highly fragmented marketplace. There is , in effect - with the
exception of the financial information sector -, no pan-European industry which can operate
as a competitive counterweight to the US industry. The high market fragmentation results
from the combination of several factors specific to the EC space such as: multilinguism,
diverging legal frameworks for privacy protection and database protection, the variety of
regional economic development patterns and telecommunication infrastructures, the
unharmonised public-sector-held primary data collections, and the preponderance of the
non-profit and public sector organisations more inclined than private operators to work on a
country-by-country basis. Those structural fragmentation factors have a multiplier effect on
an information market which is by nature already highly segmented by subject of interest
and delivery media.

The effects of market fragmentation are : lower levels of database production aimed
principally at national markets, preponderance of monolingual databases, preferential use
of more favoured languages for international marketing, limited intracommunity database
exports/imports whether by direct connexion, hosting or by gatewaying, lower database to
host concentration ratios, lower R&D investments and slower introduction of new
technologies. ‘

The role of the European public sector has had a major influence on the style and pace of
development of the computerised information services sector in each Member State. While
in the USA as in the EC, the first databanks were set up by public operators or at the
initiative of public authorities, in the USA the public initiative was very quickly taken up by
the private sector. Private operators were much slower to become involved in Europe as
illustrated by the fact that in 1989 83% of North American databases were produced by the
private sector, as against only 48% in Europe. The European public sector intervention,
whilst having provided initial stability, contributed to the development of the market on a

country-by-country basis.

The European market is still geared very much towards information experts by its supply
pattern showing comparable activity with the USA in STI database production, but lower

levels of activity in full-text, statistical, factual, legislative, financial and news databases. The

shift from information expert use to final users is slow, as indicated by the recent executive
panel results, showing that two thirds of executives do not use on-line sources.

A principal difference between the business information markets in the USA and Europe is
that businesses in the USA are more accustomed to paying for information and are much
greater users of it. The business culture is therefore much more attuned to the need for
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computerised information services. In addition, staff have more experience and training in
the use of technology from school days onwards and so there is less resistance to its use.

The European industry is faced with major opportunities deriving from technology and
market changes. New technologles such as machine translation, language engineering,
satellite transmission, mobile services and muitimedia offer potential for overcoming
market fragmentation. Market growth is affected by expansion within European market
sectors ( e.g.. credit information, new business needs resulting from the Single Market, value
added services and Eastern Europe) and by US and Japanese markets requiring increased
European information as moving to more globalised market patterns. New service
opportunities are brought about by telecommunications liberalisation, by trans-European
access to videotex and sudiotex services, by flexible premium rate services, by new delivery
vehicles and by European Community standardisation and harmonisation initiatives.

However the European industry must be aware of major threats from the technology and
acquisition led competitive attack from Japan, the ambitions of US telecommunications
companies and the strong competitive positioning of US information industry companies.
At the same time, it has to be noted that European publishers, faclng alternative strategic
development opportunities, are somewhat reluctant to diversify in electronic information,
thereby leaving opportunities open to new actors from the electronic industry, who often are
not of European origin.

11. Conclusion

This second report of the Information Market Observatory (IMO) confirms to some extent
the findings of the previous report :

- The gap between the size of the Community information services market and that of
the US market is narrowing but only slowly.

- The Community produces only half as many databases as the US.
- Professional and consumer expenditures on electronic information services and

products (including videotex and audiotex services and CD-ROM titles) in the EEC is
only half of those in the US.

- The European information services market is still very fragmented chiefly as a result
of technical, legal and linguistic barriers.

- Notwithstanding positive signs of growth, productivity and exports, the sector is actually
profitable for only half of its operators.

- There remains a significant disparity between Member States in the use and supply of
electronic information services.

- Most information providers operate only on a national basis.

This second report underlines two major trends which were already identified last year :

- Videotex , audiotex and fax-based information services are paving the way towards
mass-market applications and services : the 143 million telephone lines, more than 6

million videotex terminals and 2.5 million fax machines (see tables attached) are
creating new opportunities for a Community-wide information services market.
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- The prospect of the Single Market is stimulating 2 new demand for Community-wide
information, pasticularly in the areas of market data, mailing lists, credit ratings and
information.

company

Such transnational partnerships are rare but would be stimulated by :
a) Elimination of legal and administrative barriers:

The Commission published “"Guidelines for improving the synergy between the public aad
private sectors in the information market® in order to stimulate the distribution of public
sector databases by private informatioa providers. The Commission has proposed 8 Data
Protection Directive which aims to harmonise national data protection laws : it takes into
account the problems raised by transborder flows of such information services.

The logal framework of videotex and audiotex services varies from one Member State to
another and hampers the emergeonce of transnational services.

b) Convergence of national telematic infrastructures, particularly videotex and audiotex

This convergence is only being achieved partially through some bilateral agresments
"between national telecommunications operators and could therefore also be boostsd by
multilateral access and biiling facilities. The concept of a European kiosk could creste a
framework for such initiatives.

c) Harmonisation of government-owned collections of primary data :

The public sector often plays a leading role in the creation of basic data : information
providers depend on the availsbility and the quality of the basic data produced by
government and public orgamisations. Imformation providers who went to provide
Community-wide databage services or CD-ROM titles have to invest considersble effort in
matching primary data collections which have been created at national level through
different methods, nomenclatures and classifications.
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List of abbreviations

ASCII : American Standard Code for Information Interchange
CD-ROM :  Compact Disc Read Only Memory

CD-1: Compact Disc Interactive

CDXA : Compact Disc Extended Architecture

CCITT : Comité Consultatif International Télégraphique et Téléphonique

CEPT : Conférence Européenne des Postes et Télécommunications

CRTC : Canadian Radio-Television and Telecommunications Commission

DTMF : Dual Tone Multi-Frequency

DVI1: Digital Video Interactive

ElIA : European Information Industry Association

FCC : Federal Communications Commission (in the US)

FTC : Federal Trade Commission (in the US)

GSM . | Global System for Mobile Communications

ICSTIS : Independent Committee for the Supervision of Standards of Telephone
Information Services

ISDN : Integrated Services Digital Network

JPEG : Joint Photographic Experts Group (still picture compression standard)

LAN: Local Area Network

MPEG : Moving Picture Experts Group (moving picture compression standard)

NAPLPS : North American Presentation Level Protocol Syntax

0SS : One Stop Shopping

ONP : Open Network Provision

PRS : Premium Rates Services

PUCs : Public Utilities Commissions (in the US)

RBOC:s : Regional Bell Operating Companies (in the US)

SDI : Selective Dissemination of Information

ISO: International Standards Organisation



Communication equipments in the XC

Total Telephone | Television video Videotex Mobiles |: Fax Telex
1990 Population lines sets cassettes |terminals |telephones| machines
recorders e

Source Eurostat OECD OECD - OECD Quadrature ORCD Logica Logica
BELGIUM 9 962 200 3 559 000 3 258 000 780 000 7 700 26 874 70 000 20 %00
DANEMARK 5 139 000 2 909 000 2 215 000 720 000 6 000 116 342 53 500 11 300
EIRE 3 503 000 879 000 826 000 456 000 3 000 8 500 22 500 4 220
FRANCE 56 421 400 27 000 00O 18 459 000 7 878 000| 5 817 000 147 389 402 000| 144 000
GERMANY* 62 700 000 29 837 000 29 577 000| 11 614 000 256 000 138 511 550 000| 152 000
GREECE 10 123 000 3 788 000 1 750 000 666 000 1 000 5 560 27 000
ITALY 57 657 800 25 566 000 14 687 000 2 470 000 145 000 66 000 353 000 67 700
LUX. 397 500 176 000 140 000 40 000 1 000 406 2 960 2 630
NETHER. 14 951 100 6 691 000 6 850 000 3 042 000 100 000 49 500 200 000 28 000
PORTUGAL 10 365 000 2 612 000 1 626 000 639 000 3 500 2 782 11 100 27 600
SPAIN 38 995 900 14 476 000 14 314 000 3 860 000 150 000 23 779 262 000 40 700
UK. 57 395 000 25 363 000 24 650 000] 12 558 000 160 000] 699 000 536 000] 114 000
EEC 327 065 000| 142 836 000| 118 332 000] 44 723 000| 6 650 200] 1 279 083] 2 468 620| 640 030

* Germany’s figures do not

include the Ex-GDR

*% Videotex terminals include videotex-emulated PC

" h-
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Penetration Rate
by total population

Telephone | Television Video Videotex
1990 lines sets cassettes |terminals
recorders
BELGIUM 35.7% 32.7% 7.8% 0.1%
DANEMARK 56.6% 43.1% 14.0% 0.1%
EIRE 25.1% 23.6% 13.0% 0.1%
FRANCE 47.9% 32.7% 14.0% 10.3%
GERMANY 47.6% 47.2% 18.5% 0.4%
GREECE 37.4% 17.3% 6.6% 0.0%
ITALY 44.23% 25.5% 4.3% 0.3%
LUX. 44.3% 35.2% 10.1% 0.3%
NETHER. 44.8% 45.8% 20.3% 0.7%
PORTUGAL 25.2% 15.7% 6.2% 0.0%
SPAIN 37.1% 36.7% 9.8% 0.4%
UK 44.2% 42.9% 21.5% 0.3%
EBC 43.7% 36.2% 13.7% 2.2%
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Mumber of CD-ROM drive units

1989 1988 GROWT

FRANCE 4753 1952 144%
GERMANY S023 2946 71%
ITALY 21416 15968 348
EEC OTNER i 750 0

U. KINGDOM 6463 3435 888
IRE/BEL/GRE 1017 347 193%
NETHERLAND 3150 703 348%
SPAIN 800 128 5408
EEC 43376 25476 70%






