bruegel

Geo-blocking and non audiovisual
copyrighted content services

Georgios Petropoulos, Research Fellow, Bruegel

Research prepared for Policy Department A at the request of IMCO
Committee

I (MPROVING ECONOMIC POLICY WWW.BRUEGEL.ORG @BRUEGEL_ORG



Definitions

Traders operating in one MS block or
limit the access of their online
interfaces to costumers from other MS

e Language barriers
e Regulatory complications (different VAT systems)

Wh e n iS it e Technical specifications (rules for labeling)
e Legal uncertainty
E f d ? e Fraud prevention system
J u Stl Ie . e Vertical agreements (Chicago school doctrine)
¢ Ability to provide services after the sale
e Lack of affordable quality of delivery services




Domestic and cross-border e-commerce

Total and online sales in goods, 2000-2014 (EUR billion)
Source: Duch-Brown and Martens (2015)
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Is geo-blocking a problem?
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Geo-blocking prevalence by sector

Electrical household appliances

Electronics & computer hardware w @
N ’ Computer games and software M @
Clothing, shoes and accessories w @
AN _
~ ‘ Cosmetics and healthcare products {5 25 A 18% @
N o S

y u Registration
- Online reservations of offline leisure W 4 Delivery
Geo-blocking by the country of the 1 Payment
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Source: Mystery shopping survey 2015



The European Commission’s proposal

Prohibits unjustified geo-blocking and increases
transparency

But, it does not e Audiovisual (59%)
apply to electronic [ELEMESL)

: * Ebooks (27%) 33% of online trade by
copyrighted e Music (60%) individuals in 2014

services (article 4) [T ey
such as e Software

Source: Eurobarometer 411 (2015)
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restrictions?

What is the economic impact of lifting geo-blocking
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Source: Duch-Brown and Martens (2016)



Geo-blocking complaints collected by EC

Transport services
Car rental (incl.

lease and sharing)
4% 7 General Consumer
II _ Services
B Educnatlcm 1%
: Undetermined 1%
5% J
Gambling

1%

Financial Services
3%



GLOBAL RECORDED MUSIC INDUSTRY REVENUES 2005-2015

(USS BILLIONS)

MUSIC'S DIGITAL SHARE COMPARED TO OTHER SECTORS 2015
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2005 2006 2007 2008 2000 2010 201

2012 2013

2014 2015

Total 200
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Lifting geo-blocking restrictions in music

Annual gains of €19 MIn for consumers and €10Min
for producers (EU 13+Norway+Switzerland)

Annual revenue per capita, in euros
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The market of E-books

Book and E-book markets in 5 EU
largest countries, 2008-2014
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Countries: Germany, France, UK, Italy and
Spain. Source: EPRS (2016)

Market share of overall US eBook unit sales held by each retailer
(including non-traditionally published ebooks without ISBNs)

Other__ GooglePlay Books Kobio US

2 g / 3% B&N Nook

8%

Apple iBooks
) -11% & Other

 GooglePlay Books
“ Kobo US

5 B&N Nook

& Apple iBooks

“ Amazon.com

Source: goodreader.com




The Batikas et. al. (2015) study on Amazon

Access to EU6+US % EU6 book %

stores in book titles Availability titles only  Availability
BE FR, NL, US 693 99.6% 595 99.8%
NL* NL, US 690 99.1% 592 99.3%
LU DE, FR, US 682 98.0% 584 98.0%
GB* GB, US 679 97.6% 581 97.5%
IE GB, US 679 97.6% 581 97.5%
IT* IT, US 679 97.6% 581 97.5%
AT DE, US 678 97.4% 580 97.3%
DE* DE, US 678 97.4% 580 97.3%
ES* ES, US 678 97.4% 580 97.3%
FR* FR, CN 657 94.4% 574 96.3%

e

Other EU us 663 p5.3%j 565 94.8%
us us 663 95.3% 565 94.8%
Distinct titles 696 596

Source: Amazon stores and authors' calculations




Computer games

20016 Mewzoo

TV/COMNSOLE CASUAL WEBGAMES

e

HANDHELD PC/MMO

2006 TOTAL

$99.6Bn " $26.7Bn

+8.5% \ +4.2% YoY
YO h

MOBILE PHOME

$9.8Bn $27.1Bn

+6.4% YooY +23.7% YoY

Source: @Mewzoo | Global Games Market Report Premium



Discussion

Copyright and legal issues

Other initiatives and justified geo-blocking:

Parcel delivery, online payments, MOSS (VAT)

Digital content consumption is growing and
geo-blocking restrictions should be addressed
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