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1. Introduction

Public Service Broadcasting has
never in its 80-odd years of exist-
ence in Europe lived a quiet, undis-
puted life. In addition to the debate
over programmes between the
broadcasters and their listeners and
viewers, all kinds of interested par-
ties have raised their voices and par-
ticipated in the often heated debate.
Many of the themes - popular
versus elitist, educational pro-
grammes versus entertainment and
the degree of editorial autonomy
vis-a-vis parliament and govern-
ment, to mention just a few - have
been on the agenda from the very
beginning.

However, not all such issues and
debates date back to the early days
of broadcasting. Initially there was
no significant doubt and discussion
about the definition of public service
and the justification of its existence.
The raison d’étre was not in dispute.
To most Europeans, the role of
public radio and television and the
limits of its activities were self-evi-
dent; after all, it was the only pro-
vider of the radio and television
channels they used several hours a
day. Those working in radio and
television also took the existence and
remits of public broadcasting for
granted to a degree close to being
unhealthy.

That has all changed due largely
to the emergence of competition
from private, commercial media and
the appearance of a genuine media
market in Europe. Europeans dis-
covered - to the surprise of many
and to the dismay of others - that
radio and television can be produced

and provided on a purely commer-
cial footing. Some people even prefer
the programming from private pro-
viders.

What makes the present-day
European media market unique is its
dual composition. While the private
media sector is far greater than its
public competitor in terms of reve-
nues and channels, the public sector
still holds a significant position
measured in total viewing and lis-
tening time. While many observers
15 vyears ago predicted a further
increase in private media and a con-
sequent decline of public service
media, in most European countries -
with significant exceptions - we cur-
rently witness a revitalised public
media sector. Due to healthy compe-
tition from private media, public
corporations have defined their
remit, focused their powers, mod-
ernised their programming sched-
ules and production activities, and
rationalised their operations.

This exceptional turn of events
has probably contributed to the
head-on attack on public broadcast-
ing that was launched in 2004 in a
White Paper entitled Safeguarding
the Future of the European Audiovis-
ual Market: A White Paper on the
Financing and Regulation of the Pub-
licly Founded Broadcasters. The docu-
ment was presented by a powerful
commercial lobby group consisting
of the European Publishers Council,
the Association for Commercial Tele-
vision and the Association of Euro-
pean Radio. While the key criticism
from this group used to be that
public broadcasters were operating
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inefficiently, misusing funds and
only catering for the tastes of elitist
minorities who provided the fund-
ing, the White Paper now accuses
public broadcasters of being too suc-
cessful and of misusing their leading
position.

The White Paper was aimed at the
European Union or, to be more spe-
cific, the competition authorities of
the European Commission. The
Commission, by the way, also comes
under heavy fire in the White Paper
for its inability to curb the excesses
of the public media sector. The rele-
vance of this argument is debatable.
From the perspective of the public
broadcasters it seems as if the Direc-
torate-General for Competition in
recent years has been taking a new
and hard-line stance on public
broadcasting, raising ever more
detailed questions and initiating
interventions in the activities and
finances of public broadcasters.

The European Union “coin” has
another face. In the Amsterdam Pro-
tocol and articles in the draft consti-
tution based on it there are
manifestations of both an under-
standing of, and clear support for,
the tenets of public media and its
role in sustaining cultural diversity
and democracy. Similarly, there are
clear statements that the authority
to define the role and limits of public
broadcasting rests with the national
authorities of each member of the
European Union.

If we then go on to examine the
position of the European govern-
ments and parliaments vis-a-vis
public media, we encounter a com-



plex and, in many ways, self-
contradictory picture. At a general
level very few, if any, national polit-
ical authorities deny the importance
of public service media. On the con-
trary, the list of statements support-
ing its existence, its editorial
independence and the need for suffi-
cient public funding is endless. But
on closer examination there are,
however, significant differences.
There are also disturbing examples
of public broadcasters that have
been neglected or marginalised by
their public masters and who see
themselves as the victims of huge
international media corporations.
There have been drastic cuts in the
budgets of some public corpora-
tions, and very disturbing examples
of direct political intervention in,
and restrictions of, their editorial
autonomy that have become public
knowledge.

While there is every good reason
to be alarmed by these attempts to
undermine public service broadcast-
ing, both the debate and criticism
must surely be welcomed as healthy
signs of the importance of public
broadcasting. Furthermore, they are
clear indications of how significant a
role public broadcasting plays in the
everyday life of European citizens,
its importance in democratic, politi-
cal debate, its editorial strength and
managerial performance. But this
debate should not only be seen as a
positive recognition and vindication
of public broadcasting. Looking
closer at the debate one cannot
escape the impression that public
broadcasters and their supporters
have very good reasons to take an
active part. This could lead to an

awareness of the need for a compre-
hensive reappraisal of the principles
upon which public service broad-
casting is based and the slaughtering
of more than one holy cow.

Finally, the emergence and impact
of new digital technology as the cor-
nerstone of the new information
society needs to be stressed. We are
currently witnessing what is the
beginning of a new era, which in
coming years will revolutionise the
whole media business and com-
pletely change public and private
communication in all European
societies. It cannot be stressed
enough that “going digital” is much
more than just replacing analogue
production and distribution technol-
ogy with digital equivalents. Going
digital will alter the workflows of
programme production and require
new competencies of staff. It will
open up a whole range of new media
services to the public. Digital tech-
nology has the potential of bringing
new freedom of choice to individual
members of the audience. However,
it will also give rise to a renewed
debate on media concentration and
the whole idea of public media serv-
ing society, not to mention even
more fundamental changes in the
way we look upon ourselves as citi-
zens as being something different
and distinct from being consumers.

These issues and developments
underpinned the decision of the
Steering Committee on the Media
and New Communication Services
(CDMC) of the Council of Europe to
set up a Group of Specialists on
Public Service Broadcasting in the
Information Society (MC-S-PSB).

This document is a working
paper, written at the request of MC-
S-PSB. Its main purpose is to
describe some of the key develop-
ments and trends in media, and to
address the long list of challenging
and often controversial issues con-
fronting Public Service Broadcasting
in coming years. A telling example
of the profound nature of this
change is the term broadcasting
itself and its changing connotations.
From its origins as a broad term
covering communicative activity it
is in the process of becoming merely
a technical term for one of a number
of distribution methods and tech-
nologies used by media companies.
To avoid the risk of “Public Service
Broadcasting” (PSB) being inter-
preted in this narrow sense of tradi-
tional terminology in this report it
will be termed “Public Service
Media” (PSM).

What the report lacks in clear-cut
answers will hopefully be compen-
sated for by its plenitude of difficult
and provoking questions. Many of
them have been formulated and dis-
cussed in the course of fruitful
debates with colleagues in media
and academia and with members of
the commissioning Group of Spe-
cialists of the Council of Europe. I
am much indebted to all of them,
but assume full and sole responsibil-
ity for the result. Special thanks
should be addressed to Peter Looms
who has ploughed through the
manuscript and helped me both in
substance and language.

Christian S. Nissen, Copenhagen,
November 2005
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2.”Les forces profondes” in the

landscape

Since its beginning some 80 vears
ago, broadcasting in Europe has
undergone an exceptional develop-
ment. From individual, national
radio channels with only a few
hours of daily programming to the
multi-channel systems of today
where radio and television are
broadcast 24 hours a day to listeners
and viewers all over the continent.
Broadcasting has evolved from a
public monopoly to the current
“duopoly”, where public broadcast-
ers live side-by-side and compete
with an ever-growing number of
private, commercial media corpora-
tions.

This development has been driven
by a complex set of forces. During
some periods the driver has been

Figure 2.1: Four determining factors in the
development of electronic media

politics, for instance in the nineteen
twenties and thirties when parlia-
ments and governments decided
that broadcasting should be a public
domain and not a commercial busi-
ness run by private companies. At
other times, technological develop-
ments have been the driving factor,
as was the case in the middle of the
last century when it became possible
to create and transport living pic-
tures over the ether, what we now
call television. Looking back over 80
years of development, it ought not
to be so difficult to describe and
understand what happened and
why the development of broadcast-
ing took different paths at certain
times.

new media

However at present, on the
threshold of this new millennium,
we live in a period of dramatic
change in the media landscape,
probably  the most profound
changes in the history of electronic
media. Due to the ubiquitous and
continual nature of these changes, a
special perspective and a number of
focal points are required to perceive
and understand what these deter-
mining factors are. Such a perspec-
tive is suggested in Figure 2.1 with
four interrelated and determining
factors.

* New technology

* Changes in the market

* The influence of parliaments and
governments

e User behaviour.

1. Technology

= 2. Market

l

l

4. User behaviour

3. Political
regulation

_/
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The order in which these factors
are listed is not arbitrary. Digital
innovation places technology as the
initial driving force, which in turn
leads to changes in the market.
These in turn lead to changes in user
behaviour. These combined changes
have subsequently reduced the
power of parliaments and govern-

The digital revolution

This is not the right place for a
comprehensive account of the tech-
nological changes that are taking
place in media as the result of the
introduction of digital technology.
On the other hand, without some
understanding of the relevant tech-
nology it may be difficult to under-
stand what is happening in the
electronic media world. For this rea-
son, a very brief outline will be pre-
sented here.

As can be seen from Figure 2.2,
the key changes fall into three cate-
gories in the “food chain” from con-

ments to regulate the media sector
and weakened political influence
over what citizens listen to on the
radio and watch on TV.

The interrelated changes taking
place in these four areas are radi-
cally altering the conditions for
public service media. As will be
described later in this paper, even the

tent production and content
distribution to the consumption of
media in households. The transition
from analogue to digital in the pro-
duction systems of media companies
is a huge endeavour from a techni-
cal, economic and managerial per-
spective. It is, however, largely an
internal affair for such companies
and has no direct impact on their
role and remit. It is, however, worth
mentioning that the heavy invest-
ment burden resulting from this
transition is a source of economic
problems for many public broad-

very notion of PSB is being chal-
lenged. The “public” is in the process
of becoming consumers. The kind of
“services” which should be offered is
under debate and “broadcasting”
now accounts for only a part of the
activity.

casters. To give the reader an
impression of the order of magni-
tude of

medium-sized broadcaster

such investments, a
with
both radio and TV production will
have to invest some _100 million in
order to migrate from analogue to
digital production. In addition, the
change will probably have to have
been completed within the next 10
years, as it is already difficult to get
spare parts for some of the old ana-
logue equipment.

Figure 2.2: Digitisation of content production, transport and consumption

&

Content production

* New digital production infra-
structure and equipment.

* New integrated IT-based pro-
duction systems.

* Restructuring of workflows
and staff.

Transport/distribution

* Digitisation of distribution sys-
tems.

* Encryption
management.

* Adding new consumer services.

and subscriber

Consumption

* New digital receiver technol-
ogy.

* New combinations of receiver
devices

* Interactivity and other new
services.

In the area of distribution, at first
glance the most striking new ele-
ment is that digital technology
makes it possible to expand the
capacity of the distribution systems.
With the present compression
standards, whether it is cable, satel-
lite or terrestrial transmission, one
can carry at least four standard def-

inition digital radio or TV channels
using the bandwidth of one ana-
logue channel. Most satellite sys-
tems have already been digitised and
the same is taking place in cable sys-
tems. In essence, the whole terres-
trial network in Europe will be
converted to digital transmission
with the introduction of DAB (Dig-

ital Audio Broadcasting) and DVB
(Digital Video Broadcasting) within
the next 10-15 years.

This improvement in spectrum
utilisation efficiency provides band-
width for new multi-channel sys-
tems, where households in the near
future will be able to receive several
hundred TV channels and even more
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radio channels and a number of new
information services from various
content providers that were not pre-
vious part of the broadcast industry.
In terrestrial networks the capacity
will probably be somewhat less —
20-50 channels — depending on spe-
cific circumstances. Even more strik-
ing is the development of completely
new functions in the management
of customer relations, the so-called
“gatekeepers”. We will return to
gatekeepers and their role in the
next section of this chapter.

In addition to the traditional dis-
tribution system of “broadcast”
(“point to multipoint”), new (“point
to point”) systems are emerging. It
is the Internet on a range of broad-
band distribution platforms that

provides the basis for completely
new forms of communication and in
itself raises controversial challenges
to the traditional public broadcast-
ers, a question we will come back to
in Chapter 6 (p. 24).

At the very end of the broadcast
food chain we find the viewer or lis-
tener — media consumption in house-
holds. Even the term “households”
in the context of media consumption
is becoming outdated as an increas-
ing proportion of media consump-
tion takes place while the individual
is on the move via an ever-growing
number of mobile and handheld
devices. All receivers will contain
some kind of computer microproc-
essor and will be able to handle text,
sound and images combined in

many striking ways. An example of
this is a handheld device that can be
used as a telephone and a tuner
capable of receiving still, audio and
television and with integrated Inter-
net connectivity. The freedom to
combine such functions will also be
possible for stationary systems and
devices in the home. This might
sound exciting or scary, depending
on one’s mood, but from a broad-
caster’s point of view such changes
merely pave the way for the devel-
opment of new types of content and
services and a concomitant change
in consumer behaviour. This is an
issue we will return to later in this
chapter.

Changes in the market: Internationalisation and concentration

For a public service broadcaster —
being old monopolists — the media
“market” is a relatively new phe-
nomenon. Since the liberalisation of

1

the European media in the seventies
and eighties (and in former eastern
Europe just before the turn of the
century) a media market has devel-

oped. This phenomenon will be the
subject of Chapter 3 (p. 15). Here we
will concentrate on two new devel-
opments.

Table 2.1: The largest media companies in Europe by (media) revenue in 2004

Media revenue
(millions of

euros)
Bertelsmann Germany 13 767
2 Vivendi Universal France 9 048 c
3 Reed Elsevier Netherlands/ 7074 .
United Kingdom
4 ARD Germany 6 100
5 Pearson United Kingdom 5498 .
6 BBC United Kingdom 5 464 c
7 BSkyB United Kingdom 5390
8 Lagardere France 4228 S
9 Mediaset Italy 3 442
10 Wolters Kluwer Netherlands 3261 o
11 EMI Group United Kingdom 3127
12 Daily Mail United Kingdom 3109 o c
13 ITV Plc United Kingdom 3071
14 TF1 France 2 862
15 RAI Italy 2 700
16 Springer Germany 2 402 J 0
17 Bonnier Sweden 2 145 . .
18 Hubert Burda Germany 2 004
19 Sanoma Finland 1890 .
20 ProSiebenSat,1 Germany 1835

News- Magazines, : g .
. . . . . . .

Source: NORDICOM, www.nordicom.gu.se

The first is the internationalisa-
tion of the media market. The
important change here is not so

much that radio and TV pro-
grammes are broadcast from one
country to another, or that televi-

sion programming has become a bil-
lion euro commodity that is bought
and sold all over the globe. These

“Les forces profondes” in the new media landscape 9



factors are important and do have a
significant influence on the whole
industry and the viewing patterns
of the European TV viewer. What is
more striking, however, is the fact
that the main actors on the media
scene are now international corpo-
rations unrestricted by frontiers and
national ties. They have no territo-
rial allegiances nor do they have
obligations to cultural heritage.

In Table 2.1, the 20 largest media
corporations in Europe are ranked
by their revenue from media activi-
ties in 2004. Some of them operate

globally while others are active at
European level only. Of the top 20
media enterprises, only three of
them are public broadcasters (ARD,
BBC and RAI). As will be explained
later in this section, companies of
this size and transnational orienta-
tion can neither be monitored nor
controlled by national governments.

The list also illustrates the second
characteristic development in the
media market, the horizontal con-
centration across the value chains
of different parts of the media
industry.

Whereas the three public broad-
casters are active in radio and TV
only (the BBC also runs some peri-
odicals), most of the commercial
companies are active in a wider
range of media from newspapers,
periodicals and books to radio, film,
television and music. In many coun-
tries and international bodies, this
development has caused some con-
cern in relation to editorial inde-
pendence and the freedom of the
press.

Figure 2.3: Horizontal concentration and vertical integration.

Horizontal concentration

Film

Music

Radio

<Newspapapers, periodicals, books, etc.

VvV

Figure 2.3 shows that horizontal
concentration is only one aspect of
corporate development in the inter-
national media market. Another just
as important phenomenon is the
vertical integration of the media
value chain from the development
and creation of concepts and for-
mats and content production to
channel management, distribution
and consumption. Right from the
start, both public and commercial

10

\Y

1. Concept
and programme

w

2. Content production
and management
of rights

3. Packing and controlling
of channels

\/4

4. Coding, compression and
multiplexing. EPGs and

W

5. Distribution via satellite,
cable and terrestrial
transmission

TV

6. Consumption

broadcasters catered for their own
programme development and pro-
duction as well as channel control.
Distribution via analogue terrestrial
networks was a neutral technical
function carried out by telcos many
of which were publicly owned.
Towards the end of the last cen-
tury, this pattern gradually changed
from a value chain with few, general
functions to a more differentiated
value chain in which independent

’ \‘

ll' \‘
# The™,
# source
’ \
« of content

...... Y

Upstream

o

Gate-
keepers

Vertical integration

Downstrream (

The

-
A I,

*, source of
s revenue,’
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companies specialised in one or two
of these new functions. A new, inde-
pendent production sector emerged.
Public broadcasters now outsource
some of their programme produc-
tion either of their own volition or
in order to comply with national
legislation. Many telcos are now pri-
vate corporations often in competi-
tion with commercially owned
satellite television operators.

Public service media in the information society



As a consequence of the digitisa-
tion of distribution networks men-
tioned earlier, a new function - the
“gate keeper” — has emerged, shown
as the fourth element in the chain in
Figure 2.3. Telcos or satellite opera-
tors are most commonly gatekeep-
ers. They are the ones who control
customer access to content and
those who make and package chan-
nels. The signal carrying the TV
channel is encrypted, compressed
and packed in bundles (“multi-
plexes”) and can only be decoded and

Independent
content
provider

accessed by users/customers who
have paid a subscription to receive
the channels. Handling this sub-
scription system (often called “Sub-
scription Management System” or
SMS) and the “Electronic Pro-
gramme Guides” or EPGs that are
comparable in function to the search
machines we know from the Inter-
net are two key functions of the
whole delivery system. Those who
are in control of these functions also
control to a large extent the whole
value chain.

This is further illustrated in
Figure 2.4, which presents some of
the functions catered for by the var-
ious new gatekeepers. This new
basic model of the provision and
delivery system varies from country
to country, or rather from one
market to the next. In some cases,
from one to a handful of huge tran-
snational operators control all the
traditional delivery platforms and
also several of the new omnes. In
others the various operations are
split up among a handful of actors.

Figure 2.4: The new system of content- and service delivery.

Broadcaster

Advertiser

Andreas Weiss, ARD

In some cases, these actors can
influence or directly decide which
channels are available to house-
holds. They control a significant
part of the revenue stream from
subscribers back to broadcasters and
programme makers. This control
over revenue often results in a
reduction in the share of the reve-
nues that programme makers
receive for their investment in new
content. The broadcasters, both pri-
vate and public, have lost their
former pivotal position vis-a-vis
independent programme makers
and advertisers as the only “gate” or
access point to consumers.

From this position of strength,
the gatekeepers have extended their
control “upstream” by gaining
influence over TV channels, pro-
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developers, as the result of a number
of mergers in the international
media market. As the traditional
role of television advertising declines
(to which we will return in chapter
9), advertisers understandably will
grasp new means for promotion in
these new systems controlled by
such gatekeepers.

A special feature of this new state
of affairs is the use of proprietary
technical solutions in delivery sys-
tems that function as “walled gar-
dens” or “fenced  prairies”.
Subscribers using the devices or
receivers of one provider cannot get
the content and services from
another. The equipment is tied to the
subscriber contract and there is no
service interoperability.
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Such closed systems constitute a
threat to independent commercial
television stations and public media
alike. Their closed, proprietary
nature endangers the free exchange
of information in society and hin-
ders free competition. There are two
options to open up such closed sys-
tems. One is to establish more free
spectrum by digitising the (state-
regulated) terrestrial networks to
ensure that they remain as open
channels between the content pro-
viders and their audiences. The other
is to mandate common and open
technical standards in delivery sys-
tems. Both issues are, at present,
very controversial questions not
only at EU level but also at national
level.
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The declining influence of parliaments and governments

In the days of broadcasting
monopolies, parliaments and gov-
ernments were in full control of the
radio and TV channels and pro-
grammes that were broadcast to cit-
izens in their countries. As the
monopolies were abolished and the
electronic media markets were liber-
alised, this public control has gradu-
ally waned. The development of
satellite distribution across frontiers
covering large cross-national terri-
tories hand in hand with the emer-
gence of the large transnational
media corporations has exacerbated
this trend. For instance, national
quotas for music and programme
production of national origin as well
as national rules governing TV
advertising can be evaded by simply
placing the satellite uplink in
another country with more liberal
rules. The emergence of Internet dis-
tribution of content has also added
to this open, international market
outside public control.

This internationalisation of the
media market, the liberalisation of
content provision and declining
public control can be viewed from
two different perspectives. On the
one hand it has given the public
more freedom of choice. Viewers
and listeners are no longer forced to
restrict themselves to “state author-
ised” channels and programmes if
they want to listen to radio or watch
television.

On the other hand one can ques-
tion whether this new media order
of things actually offers free choice
and more diversity. TV programmes
(and to a lesser extent music on the
radio) have become international
commodities traded by commercial
companies in fierce competition in
an expanding market characterised
by lack of adequate funding for con-
tent. It is self-evident that such a
market will tend to become homog-
enous, leaving little room either for
content of an experimental charac-
ter or for programmes catering for

small language groups, national and
regional cultures all of which char-
acterise the European scene.

These two conflicting perspec-
tives are at the core of the debate on
the role of public service broadcast-
ing that will be the main subject of
this paper. To the extent that public
service is seen as a corrective for
market failure, how should this role
be defined and the remit drafted for
PSM in its operating territory? Are
parliaments and governments com-
pensating for their diminishing,
direct influence over the media mar-
kets by enforcing tighter control
over “their own” broadcasters, the
public service bodies? Can (some of)
the weakened governmental control
be replaced by international regula-
tion?

Before addressing these issues, we
need to take a brief look at the
expected changes in consumer
behaviour that can be ascribed to
digitisation.

User behaviour: from a passive mass audience to interactive individuals

The emergence of radio and tele-
vision broadcasting were fantastic
revolutions from a technical, educa-
tional, cultural and popular enter-
tainment perspective. However from
a communication point of view, it
was to some degree a step in the
wrong direction as far as user con-
trol is concerned, if compared with
reading a text. The reader has full
control over the user situation. He
or she can decide what to read, when
and where to do it. The reader can
take a break and re-read passages of
the text at will

This freedom was taken away by
the broadcaster, who decided not
only what and when but also where,
until the emergence of the portable
radio. Radio and television are
broadcast (the same signal is simul-
taneously transmitted from one
point to everyone) in a stream or
“flow”. This “flow” characteristic
has a fundamental influence not
only on the way programmes are
produced and radio and TV channels
are scheduled but also on how pro-
grammes are chosen and used by lis-

teners and viewers. This is what
constitutes radio and TV as mass
media, and what has given them
tremendous influence over public
opinion - for better or for worse.

As mentioned earlier, the aboli-
tion of monopolies and the emer-
gence of the opportunity to choose
among several channels have sof-
tened some of the original character-
istics of flow channels. Even so, the
vast majority of listeners and view-
ers still choose channels as their
point of access to programmes. They
rarely  select individual pro-
grammes, and if they do, they still
have to wait until the programme is
broadcast to their receiver. Pro-
grammes are ephemeral. After being
broadcast a programme is gone and
no longer available, unless it was
recorded, which very few viewers
and listeners do.

The digital revolution will gradu-
ally change this user pattern in
coming years. It is as illustrated in
figure 2.5 a very complex and excit-
ing evolution, which will not be
dealt with in detail here.

A few examples will serve as fur-
ther illustrations. With the use of
digital “personal video recorders”
(PVR) integrated in the receiver, the
viewer is offered new and better
means of breaking the constraints of
flow channels (seeing programmes
“when” he or she wants). The
opportunities for interactivity that
come with the introduction of a
return path (from the user to the
content provider) with which we are
familiar from the Internet pave the
way for “on-demand wuse”. This
gives the user the freedom and
power to use “what” he or she
wants. It also provides a whole new
possibility of direct interpersonal
communication.

This shift in the balance of power
from the broadcaster to the user will
probably also lead to a change in the
way the audience is understood. It
follows from the collective nature of
the viewing of flow channels that
television (and radio) is a mass
medium addressing the (whole)
public. As will be further argued in
Chapter 6, it is precisely this feature
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that is important for the societal
obligations of public media, and is a
commercial necessity for privately
owned media. However, the more
freedom of choice the user is given,
the more fragmented and individu-
alised the audience becomes. Years
ago when there was only a handful
of radio and television channels,
everybody listened to and watched
more or less the same programmes.

1. “Choice” of channel in a —
flow with a single channel. i

The next day at school or at work
viewers and listeners could discuss
what they had seen and heard the
night before. Such shared media
experiences are few and far between
in this day and age and the shift
from shared to individualised media
use will continue, transforming the
collective public of today to the indi-
vidual consumer of tomorrow. If
this development is combined with

elements of the new revenue
streams such as “pay per view”, the
consumer will probably tend to look
upon himself as a customer making
trade-offs between the costs and
benefits of the media he can access.
We will return to this and its conse-
quences for public media in
Chapter 9, p. 42, New challenges -
and some old ones returning with a
vengeance.

Figure 2.5: From “stream” to “lake”: An evolving pattern of user behaviour.

2. Choice of channel
amongst many channels
in a flow (the remote
control).
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From a technical perspective, this
kind of individualisation is possible
today. Experience gained from early
adopters gives us reason to believe
that fundamental changes will take
place in our use of media in coming
years. How rapidly and comprehen-
sively these changes will take place
is another matter. Cultural habits do
not change overnight but in the
course of generations. Listening to
radio and watching television are
culturally-determined habits.

“Les forces profondes” in the new media landscape

The fact that the pace and degree
of change cannot be fully forecast
should not be used to justify a “wait
and see” attitude among those in
charge of the media, private media
firms and public broadcasters. Far
from it! The overwhelming majority
of content providers, broadcasters,
those in the transmission industry
and so forth are currently heavily
involved in the preparation of and
planning for such new digital serv-
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ices that will lead to radical changes
throughout the whole value chain.
Controllers, authorities, politi-
cians, governments and parliaments
— including the public in general -
should also take an active part in
this process, which goes far further
than just radio listening and televi-
sion viewing. What is currently
happening all around us in connec-
tion with the digitisation of the elec-
tronic media and the emergence of a
new media market may well lead to
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cultural and political changes as | ery of the printing press five hun- | the media market and the basic
profound as those which followed | dred years ago. And this is precisely | tenets of public service media both
Gutenberg’s revolutionary discov- the reason why public regulation of | have come under fire.
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3. Public service media: from a monopoly to a
competitive market

The emergence, or rather the con-
scious development, of the modern
European welfare state in the last
hundred vears has been character-
ised by a dual economy. Parallel to a
fast-growing private sector based on
the production of goods and serv-
ices, a public sector was established,
consisting not only of traditional
public enterprises such as a postal
service, defence and law enforce-
ment, but also covering areas such
as infrastructure, transport, educa-
tion, health, social welfare and cul-
ture. The reasons for active public
sector involvement in these fields
varied from sector to sector and
from country to country. The com-
monality of developments in Europe
is an interesting piece of politico-
economic history of the continent
that we will not dwell upon here.

In the course of the last decades of
the twentieth century, the public
sector tide has turned. In most
countries, a number of public enter-
prises have been privatised in part or
in whole and privatisation has yet to
be concluded. Against this backdrop
it is not surprising that public serv-
ice media as a potential object for
privatisation have come under scru-
tiny. If the operational responsibility
for running prisons, postal services
and healthcare can be safely
entrusted to private entrepreneurs,
why are public institutions needed
to take care of radio and television?
Why maintain public service media,
financed by licence fee revenues,
when commercial companies appar-
ently are capable of producing and
delivering an overwhelming amount

Arguments for public service media: then and now

To understand this historical
shift, we must go back to the roots
of public service broadcasting some
75 years ago and look at the reasons
then in vogue for establishing state
monopolies in the electronic media
(radio) at a time when the print
media (newspapers) had been pri-
vately run for centuries. Column
one of Table 3.1 presents the main
reasons and arguments for the crea-
tion of public monopolies for radio
broadcasting at that time. Column
two examines the extent to which
these arguments are still valid today
and points at additional elements to

explain why governments and par-
liaments still accord broadcasting a
special role in the overall media
landscape.

As can be seen from Table 3.1, the
weight of the arguments in favour
of electronic media as a public enter-
prise has shifted from more or less
objective techno-economic consider-
ations to more value-based argu-
ments in cultural policies. The
“scarcity of spectrum” argument
(No. 1) in an age of numerous chan-
nels has no relevance any more. An
exception might be terrestrial trans-
mission, even when the available

of radio and television on the free
market?

Those working within public
service media might find these ques-
tions both naive and hostile. But the
fact is that there is no easy and
quick answer to them. Neither
rational economics nor simple logic
can give the same straight response
that they could have done a couple
of generations ago. In this day and
age, arguments are often tossed
backwards and forwards in the
arena of political ideology. In many
ways, that is where they belong. For
this reason the often sought-after,
all-embracing and authoritative def-
inition of public service media
remains an ideal that can not be
constructed.

frequencies can be used for digital
channels, because the amount of
“attractive” capacity is still limited
and also because terrestrial frequen-
cies are the regulatory domain of
national bodies and are thus an
important basis for national media
politics. The horizontal concentra-
tion and vertical integration men-
tioned in Chapter 2 might call for
some kind of public regulation and
intervention, but not necessarily a
public role in the production and
delivery of media.

The “free rider problem” (No. 2)
with the emergence of encryption
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and SMS systems has also been
resolved from a technical point of
view. The reason behind public
funding of broadcast is not, how-
ever, of a technical nature only.
Broadcast content is a very special
commodity. In economic terms it is
— in contrast to most other goods
and services — characterised by zero
marginal cost.

The costs of producing and
broadcasting a programme (from
“point to multipoint”) in a given ter-
ritory are the same whether the
audience is 100000 or 1 million.
Without going into a detailed eco-
nomic analysis, finding the appro-
priate price for, say, one person
watching TV for two hours is no

mean feat. If the price is calculated
on the basis that all the costs and a
reasonable profit are to be covered
by, say, 500000 viewers, what
would then be the fair price for the
next 100000 viewers of the same
programme? The traditional solu-
tion in “welfare economics” is to
handle such services as “public
goods” separating the financial side
from their use, which then becomes
free of charge. However, costs have
to be covered, and that can be
achieved by collective financing, so
the user pays for the service
whether he/she actually uses it or
not. Both licence fee and advertising
can be considered to be such a collec-
tive funding system. The former

was predominant in Europe for
many vyears, while the latter was
chosen in the American market.

As will be further demonstrated
in Chapter 9 (p. 41), there are rea-
sons to believe that the predominant
revenue stream for commercial TV
(and perhaps for radio, too) will
shift from advertising to subscrip-
tion. With the introduction of “on
demand” services, payment will be
directly related to the use of content,
the so-called “pay-per-view” con-
cept). The viewer is charged a fee for
programmes that are actually
watched and not a subscription for a
bundle of channels, of which only
some will be of interest and thus
used.

Table 3.1: Arguments for electronic media in the public sphere: Then — and now.

1

Scarcity of spectrum in terrestrial networks. There was only space for a
limited number of frequencies, i.e. one or two nationwide radio chan-
nels.

The “free rider problem”. Technically it was impossible to charge the lis-
tener for his/her individual listening.

In economic terms, radio was considered a “public good” and as such fi-
nanced collectively in line with other “public services”.

There was no international market. Radio programmes (and to begin
with TV programmes, too) were produced for local, national markets.

Due to their impact on public opinion (and the fact that there was only a
handful of channels) tight government control over programming was
considered a method to exert political influence over the media on behalf

As described in Chapter 2 (p. 7), more frequencies are available (terres-
trial, cable, satellite) and spectrum is now used more efficiently as a con-
sequence of digitisation.

Today individual billing is possible (using the Subscription Management
System explained in Chapter 2) and will gradually be the most impor-
tant revenue stream for commercial TV.

User-based funding will, however, have a significant and controversial
influence on both the supply side and public access to media.

Programme content provided by the private sector is today largely pro-
duced for an international, commercial market, which tends to reduce
diversity and puts programming aimed at small nations and cultures at
a disadvantage.

The plenitude of channels and ideals of pluralistic democracy have gener-
ated an “arm’s length” principle of editorial independence (between gov-
ernment and PS provider) as a prerequisite for credibility.

of all political parties.

From a normal consumer point of
view this direct link between use and
payment might appear to be a good
and healthy development. It does,
however, have an important impact
on the kinds of content that are
brought to market. The logic for this
assertion is as follows: the more
“pay-per-view” oriented the deliv-
ery and revenue system becomes,
the more demand-driven, market-
oriented the supply will tend to be.
Here “market-oriented” means that
the supplier — quite reasonably — will
try to reduce his risks and optimise
earnings, a calculation that becomes
more compelling as revenues
become a direct function of actual
viewing.

Translated into content profiles
for the TV (and radio) supply side,
this leads to mainstream program-

ming catering for big audiences. In a
given national market it means the
recycling of content and formats
that already have proven audience
appeal in other markets. From a
normal “supply and demand” per-
spective, this market-driven para-
digm is not a bad thing. It is a
general model for the development,
production and distribution of
goods and services that has brought
economic prosperity and wealth to
modern society. It is the system that
constitutes the ideal for societies in
eastern Europe that abandoned the
command economy system at the
beginning of the 1990s.

The issue is, however, whether
this demand-driven system when
applied to electronic media content
is the one that will best suit Euro-
pean societies in coming vyears. A

response cannot be couched solely in
economic terms. Rather, the answer
depends on whether one considers
the sum of individual preferences of
a majority of individual consumers
in an international market as being
congruent with the needs of the
individual societies in the same terri-
tory. Nobody can give a final,
authoritative answer here. This is
the core of a fundamental political
dispute. Two questions can be used
to illustrate this problem.

Right from the very beginning of
public service media, one of the
sacred principles has been to offer all
citizens universal, equal and unim-
peded access to broadcast content.
One aspect of this principle was
social equity, that rich and poor
alike should have the same opportu-
nities to receive programmes. A
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second argument of a more societal
and cultural nature was that public
service media should play a special
role as a “cultural commons”, bind-
ing the nation together. In order to
do so, content should reach each and
every citizen wherever possible.
Introducing individual payments
will no doubt have a negative effect
as regards equal access.

The third argument is the nature
and diversity of programming that is
brought to market by international
media corporations (No. 3 in
Table 3.1). Mention has already been
made of market forces that usually
result in mainstream content
directed at large audiences. The price
structure (the zero marginal cost)
will favour formats and pro-
grammes that can either be broad-
cast in their original form to many
countries or, supplemented with
dubbing or subtitling, be localised in
multiple versions and broadcast in a
large number of small, national ter-
ritories.

The result of these mechanisms in
the international TV market is well
known. Firstly, there is programme
content either in the form of original
programmes or remakes based on
international formats. These are
produced in a relative small group of
predominantly English-speaking
countries and have a very promi-
nent position in the TV schedules of
most European TV channels. Sec-
ondly, there is another clear bias in
the content on offer in the interna-
tional market. The majority of pro-
grammes traded are found in the
genres of fiction, entertainment (a
plethora of formats) and sport,
whereas factual programmes (cur-

rent affairs and documentaries), cul-
ture and programmes for children
have a far less prominent position.
All in all, the content offered by
commercial providers is character-
ised by a lack of national and cul-
tural diversity and, as such, does not
reflect the diversity of European
nations and regions. This version of
the argument that public service
media can be seen as a remedy for a
market failure is a relatively new
one. It can be termed “new” because
it was not an issue in the original
rationale for establishing electronic
media in the public sphere, as can be
seen in Table 3.1.

The fourth and last of the argu-
ments listed in the table is of a more
subtle kind, editorial independence.
Relatively soon after the emergence
of radio broadcasting, an awareness
of the significance of its impact on
public opinion was realised. How-
ever, due to the scarcity of spectrum,
it was not possible to provide politi-
cal parties with access to this new
means of communication as had
been the case with newspapers. As
each and every party could not be
given its own radio channel, parties
had share access to one single chan-
nel by making the radio station a
public enterprise under parliamen-
tary control.

After the Second World War (and
with the traumatic experiences of
“the Third Reich” still fresh in peo-
ples’” minds) it became abundantly
clear that such a “state radio” was
not in accordance with the principles
of a pluralist democracy. This
dilemma was of no concern to Com-
munist regimes in eastern Europe.
In fact they probably moved public

opinion in western Europe further
in the direction of a separation of
government and public broadcast-
ers, and of guaranteeing the funda-
mental principles of full,
independent editorial control. Of
course, this independence could also
have been obtained by abolishing
the system of public ownership and
letting the private media sector take
over.

On the other hand, it could have
led to the converse result, due to
concerns about the concentration of
media ownership. By ensuring that
public media are independent of eco-
nomic and commercial interests and
live up to their role as “an island of
trust and reliability”, they repre-
sented a counterbalance to the con-
centration of media ownership in
private hands. This line of argument
often stresses the special role of
public media in guaranteeing free-
dom of expression and of meeting a
special obligation of the state to pro-
vide its citizens with relevant infor-
mation and cultural services. While
these requirements are certainly
regarded as an important obligation
by public media corporations and
many governments, nevertheless it
is an argument that is a source of
concern among those sceptical or
suspicious of state interference in
the media.

In recent years, the whole ques-
tion of editorial independence free
from political and economic inter-
ests has become a controversial issue
in many countries and will be dis-
cussed in further detail in Chapter 8
(p. 35).

Public service media in a competitive international market: Yes or no?

In the previous section, the main
arguments for public service media
have been presented and evaluated.
Some of the original justifications
for public engagement in electronic
media are no longer relevant and
new arguments have emerged. Nev-
ertheless, probably to the dismay of
many readers, the analysis did not
come up with a clear answer to the
central question: On balance, is
there an open and shut case for
retaining public ownership over a

considerable part of the electronic
media sector?

As has been emphasised several
times in the text, it is probably
impossible to come up with such a
clear-cut answer that can settle the
debate once and for all. There is no
solid equation with objective,
rational parameters, not even a
common and generally accepted def-
inition of public service broadcast-
ing. For some this might cause
frustration, especially at a time

where the dual European media
model and the role of public media
are both bones of contention. Others
have welcomed this debate all too
long neglected by people in public
media who realised, rather late in
the day that their well-protected
world dating back to the monopoly
era has been opened up by market
forces and has required them to
fight back, with considerable suc-
cess, ever since.
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The arguments presented above
only constitute the central skeleton
of this debate. Many others, some
specific and others of a more gen-
eral, philosophical kind, merit a
mention, for instance:
¢ Cultural diversity as a prerequi-

site of, or a barrier to, an inte-

grated Europe.

* Electronic media as a tool for cul-
tural enrichment and popular
enlightenment, or just another
commercial business sector in line
with many others.

* The media user as a citizen in
society, or a consumer in a mar-
ket.

* Collective public responsibility
versus the individual’s freedom of
choice.

These issues are in no way specif-
ically related to public service media.
They are, however, all essential to an
understanding of the debate on
public service media and the con-
flicting interests that determine

their role and remit. Put in other
words: The role and remit of public
service media in Europe can not be
determined on the basis of a gener-
ally-accepted definition and a set of
general premises. At the end of the
day it all boils down to political ide-
ology, not in the narrow sense of
party strife but, at a more general
level, the debate on what kind of
society we want to live in and the
values and societal norms we want
to defend and develop.

The decision within the European
Union in 1997 to adopt the “Amster-
dam Protocol” stating that “... the
system of public broadcasting in the
Member States is directly related to
the democratic, social and cultural
needs of each society and to the need
to preserve media pluralism ...” is
based on such general ideological
values. At the same time the Proto-
col recognises the specific national
character of public service media in
Europe by underlining that the pro-

visions of the Treaty “... shall be
without prejudice to the competence
of Member States to provide for the
funding of public service broadcast-
ing insofar as such funding is
granted to broadcasting organisa-
tions for the fulfilment of the public
service remit as conferred, defined
and organised by each Member
State ...”.

This paper is written on the
assumption that public service
media are a force to be reckoned
with on the European media scene.
The main question is not whether we
need public media or not but rather,
how PSM can adapt to a changing
world and a new media scenario. A
crucial element in this adaptation is
the question of how the societal role
and remit should be understood and
described in the new era of the infor-
mation society. This will be the topic
of the following chapters.
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4. Public service media: a pact with society

As stated at the end of Chapter 3,
the rest of this report is based on the
assumption that European societies
need some kind of electronic media
for their citizens that the market is
not able to provide. With that as the
point of departure, this and the fol-
lowing chapters will discuss and
present a number of suggestions as
to how the role and remit of public
services in electronic media might be
adapted to the needs of a modern
information society.

The framework for such an adap-
tation is illustrated in Figure 4.1,
which is a brief summary of Chap-
ters 2 and 3. It assumes that the
commercial media market is able to
offer a range of content services
using electronic media. As these are
largely mainstream in nature they
can to some extent meet the needs of
an international mass audience.
Where content is paid for on an indi-
vidual basis using mechanisms that
are continually emerging, this will
certainly not be well-suited for
small national territories and lin-
guistic areas with a universally
accessible content, where the needs
of national and cultural diversity
need to be taken into consideration,
nor will it meet the needs of specific
groups and interests in large mar-
kets.

The users of electronic media are
breaking down existing segmenta-
tion models and increasingly regard
themselves as individuals. As adver-
tising in its conventional form loses
ground and “pay per view” grows,
the user will replace the advertiser
as the “customer” in the commercial

media market. Pay per view takes
into account individual tastes, pref-
erences and choices as regards con-
tent and the way in which it is paid
for. Viewers will thus see themselves
as customers, guided in their choice
by their individual preferences and
unwilling, or at least reluctant, to
pay for something they do not use.
How will that influence their role as
citizens?

These two changes when taken
together are formidable challenges
to modern society, if one regards this
social structure as being more than
just the sum of the individuals living
in a given territory. The general
trend towards globalisation and
internationalisation, regional inte-
gration of nation states and individ-
ualisation of citizens requires
modern society to find mechanisms
that counter this fragmentation and
create social cohesion. Electronic
media and services adapted to the
new context of the information soci-
ety can serve this role.

Whether such an adaptation can
be limited to the iterative improve-
ment of the previous models and
traditions of public service media, or
whether a paradigm shift will be
needed is not an easy question to
answer. Clearly, it cannot be
answered solely by those sitting
round the “PSM bonfire” aided and
abetted by their close friends in aca-
demic circles. They certainly have a
moral obligation to do their best.
But public service protagonists and
their friends in government, parlia-
ment and international bodies will
be subject to constant scrutiny and

Public service media: a pact with society

confronted by criticism from the
commercial media sector. The claim
will be that public engagement in
the media industry causes unfair
competition that leads to market
distortion.

What is proposed in the following
text is not a “one size fits all” model,
but more a general framework or
set of tools to be used when analys-
ing and discussing the relations
between public service media and
society in Europe. Although the
combined European media land-
scape has many common character-
istics, and in spite of the fact that a
growing number of rules and direc-
tives form the basis of transnational
regulation, there are still marked
differences among the media models
and the public role in media from
one European state to the next, as
well as a strong, national political
will to keep things that way.

The term “pact” will be used in
the following to describe the special
relations between society and public
service media. A pact is different
from a contract that is a legal agree-
ment between two equal parties. A
pact is of a more complex, psycho-
logical nature and is based on a
shared destiny and a common cause.
It can encompass mutual expecta-
tions and interdependence, but also,
at times, interests at variance with
each other.

How should one define the two
parties to a pact? Who is “society”
and with whom has society entered
into the pact? In practice, there can
be no doubt that society is repre-
sented by parliament and govern-
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ment. From a pragmatic point of
view we can define the other party
as “the PSM content provider” or
“the public enterprise” which is
entrusted with the provision of
public service media by government.

To prevent misunderstandings,
the pact described here is not synon-
ymous with “public service con-
tracts”, which is currently a
regulatory instrument in many

countries that governs dealings
between a government and the
public service media organisation.
These contracts will be described in
chapter 8.

What is presented in the follow-
ing chapters are the elements or
“clauses” in the pact between society
and a public enterprise responsible
for delivering electronic media con-
tent.

1. Objectives and overall obligations
of public service media.

2. The remit: what kind of media
content and services shall be pro-
vided?

3. How shall the provision and dis-
tribution of content be organised?

4. Governance: public regulation
and control of public service
media.

5. Funding public media.

Figure 4.1: A public service media pact: Elements and background.

Commercial market

* (Can offer a range of
mainstream content
and services,

* but not (or to a lesser
extent) content with
“national and cultural
diversity”.

* (Can fund the
business by revenues
from

— advertisement
— subscription
— pay per view

* but not without
limiting public access.

* Criticising PSB for
unfair competition
and market distortion
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Society

e Social and cultural
cohesion

e Cultural diversity

* Universal and equal access

The Pact

* Obligations

* Services
Organisation

Regulation

Financing

The citizen
e Less a mass audience
¢ More individualisation

e More consumer
orientation

Public service media in the information society

Public Service Media
* Which obligations?

e What kind of content
and services?

* Who shall produce
the content?

* How to arrange
public control?

e Which methods of
funding?




5. 0Objectives and obligations of public service

media

In a period where the wisdom of
having public enterprises is being
questioned, publicly owned media
cannot be taken for granted, and
their objectives and obligations are
no longer self-evident. The central
issue can be formulated thus: what
does society expect of PSM compa-
nies in return for their special sta-

Challenge/background

See chapters 1 and 2

o Mainstream, mass market
offering not meeting

tus, public funding and a number of
other privileges?

Figure 5.1 provides an overview
of three categories of obligations,
their causal relations and the impli-
cations for the PSM remit of content
and services. As can be seen from the
table, it paints much the same pic-
ture of PSM obligations as has been

the case for the last decades. In other
words, the obligations are more or
less the same, but their background
and the means by which these obli-
gations need to be carried out are
being challenged by the information
society and market forces. In the fol-
lowing discussion of the table this

will be commented on in brief.

Figure 5.1: PSM obligations — their background and consequences

Public service obligation

»

Consequences for the PSM
remit and services
See further in Chapter 6

« Providing content and
» services to small groups

individual needs

« Internationalisation,
globalisation

« Disintermediation,
fragmentation,
individualisation

—

Serving the
individual
citizen

Sustaining, defending
national culture and
cultural diversity. Fostering
democratic processes

Enhancing social, political and cultural
cohesion. Serving as the civic “market place”

of modern society

with specific needs; citizens
as individual consumers

_« Distinctive content and
services for large audiences

o PSM being used regularly
by all citizens (high “reach”)
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Enhancing social, political and cultural cohesion

As mentioned earlier, the very
basis of modern society is being
challenged by internal fragmenta-
tion and a number of forces eroding
social cohesion. At the individual
level, citizens are becoming custom-
ers motivated in their choice and
behaviour more by individual needs
and preferences than by their civic
role in the community. Few social
institutions such as political parties,
trade unions and other community
groups play the same cohesive role
as they did a generation or so ago.
Also migration from other conti-
nents on a hitherto unseen scale,
and new opportunities for immi-
grants to keep in touch (via satellite

TV) with “the old fatherland” have
heightened the need for integrating
forces.

All in all, European society cur-
rently lacks many of the integrating
and cohesive forces that were the
bedrock of Europe over the last
couple of centuries. Symbolically,
citizens of modern society have left
the “town square” (where they used
to swap “the talk of the town”) and
have withdrawn to their private
homes.

Public service media is in a posi-
tion to reverse this trend and bring
the “town square” to private homes,
thus re-establishing at least some of
the lost societal and cultural com-

Sustaining national culture and democratic society

In tandem with such internal
forces disrupting social cohesion,
the national cultural foundation of
modern society is being challenged
from the outside by globalisation
and internationalisation. The free
movement of capital, goods and
services, growing tourism, business
travel and language abilities are just
some of the trends. To a greater or
lesser extent, we are all following
the same international trends in
fashion, eating the same cuisine,
humming the themes of interna-
tional hits and reading international
bestsellers. But the sources of these
international trends and impulses
are not spread evenly all over the
European continent. Following
simple logic (read “economics”),
they mirror the international eco-
nomic power structure. A number
of huge metropolises are at the
centre of this new internationally-
oriented culture, and consequently
place many of the smaller European
countries on the periphery.

For better or for worse, growing
internationalisation and globalisa-
tion exert pressure on the national
democracies of European states as
can be seen above. Written constitu-
tions play an important role for the
exercise of democracy, but democ-
racy is also built upon customs,
national identity and culture.

Furthermore, inasmuch as elec-
tronic media (cf. Chapters 2 and 3)
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share some of the responsibility for
these developments, public service
can serve as a remedy. If allowed to
act as mass media reaching out to
all, PSM can sustain and develop
national cultures and cultural diver-
sity. As will be mentioned in the next
chapter, bear in mind that PSM pro-
vide content and services that extend
and complement the mainstream pro-
vision brought to market by interna-
tional, commercial providers. Here
we are at the traditional core of
public media: “to enlighten, educate,
entertain” (and, one might add, “to
empower”) citizens.

Needless to say, this obligation is
of particular relevance in small
countries (and markets) that are
unable to sustain a diversified, broad
offering provided on a multitude of
channels on a commercial footing.
In that respect, nearly all European
countries are small.

The whole question of “national
cultures” in relation to a “European
culture” is an interesting and con-
troversial one at a time of European
integration and the expansion both
geographically and in terms of EU
regulation. As mentioned above, a
common national culture is in many
ways a prerequisite for a stable
political system and for the general
acceptance of its institutions and
public governance. If this is the case
in a nation state, what about the
European Union?

mons. PSM are the common meet-
ing ground and present the reference
points and experiences needed to
shape the values and norms on
which society is based.

A provocatively formulated con-
sequence of this cohesive role (which
will be further discussed in the next
chapter) is that widespread and reg-
ular use of PSM is more important
than the provision of the content
and services themselves. This is the
reason behind the PSM argument in
favour of a high “reach” (this being a
metric for the extent to which a
channel is seen or heard by its
potential audience over a given
period of time).

Is the perspective of ever-closer
European integration and increasing
the scope of interventions by EU
institutions along with the estab-
lishment of supranational political
institutions realistic in the long run
without a common foundation
based on some kind of common
European culture? Can a common
European culture be consciously and
deliberately engendered? How far
can you go in this direction without
coming into conflict with the inter-
ests of national or even regional cul-
tures and the often-claimed
importance of cultural diversity?
The case for subsidiarity in the area
of culture may well be a good one,
but it might — as we will return to in
Chapter 9 (p. 41) — also have a dis-
torting consequence in a European
regulatory environment, which
tends to consider media more as an
industrial enterprise than a cultural
endeavour.

If public media have an impor-
tant role to play and indisputable
obligations to fulfil in order to sus-
tain national culture, this certainly
also applies to the more civic aspects
of culture: citizenship, political par-
ticipation, democracy and its insti-
tutions. Fundamental human rights
such as freedom of expression and of
information are closely linked to the
role media play as a mean of com-
munication in society. At times of
growing concentration of media
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ownership (see Chapter 2 (p. 7)),
publicly-owned media independent
of economic interests are indispen-
sable in an open pluralistic society.
Public ownership of media also faces
dilemmas when dealing with the
freedoms of expression and infor-
mation. As will be discussed in
Chapter 8 (p. 35), it is far from easy
to construct a system of public own-
ership that precludes the risk of
public media becoming a “state
broadcaster”. Editorial autonomy in
relation to political interests is just
as important for public media as is
editorial autonomy vis-a-vis eco-
nomic interests.

Until recently, this democratic
obligation of public media was
closely tied to its role in mass media.
No other means of communication
have the same near universal reach
that radio and television have, and

very few have the communicative
clout of the electronic media. With
the development of digital commu-
nication systems (“new media”
described in Chapter 2), mass media
need to be supplemented by new
individualised and personal features
such as those we know from today’s
Internet. This development may
result in a reduced role for broadcast
radio and television in serving polit-
ical processes of society, but right
now it is too early to say. It is con-
ceivable that new media will become
a natural complement to, and not a
replacement for, traditional elec-
tronic media.

As has already been mentioned,
new individualised services have a
fantastic new potential. This also
applies to political communication
and participation in the form of
direct, quick and much easier per-

Serving minority groups and the individual citizen

The obligations described in the
two previous sections all rest upon
public service as mass media
directed at all citizens or large
groups of them. Serving the public
means serving “all”, and “every-
body”. As mentioned in Chapters 2
and 3, this is very difficult for media
traded commercially in an interna-
tional market. This is especially the
case if commercial activity has to be
done respecting the principle of uni-
versal and equal access. Public serv-
ice is in a position to meet this
obligation on two fronts.

Firstly, media provided as “a
public good” can serve minority
groups (be they special interest, eth-
nic, regional, linguistic, those with
disabilities or cultural minorities)
with content that could never be
funded commercially. This “market
failure” role of public media has
emerged as an important part of

“

PSM obligations within the last
decade or so of media competition.

Secondly, with the appearance of
new, digital services, public media
have unique qualifications in this
respect, and are therefore obliged to
play an active role in providing serv-
ices on new platforms.

As will be seen in the next chap-
ter, public service on new platforms
is a controversial issue vis-a-vis the
commercial sector. An important
aspect of public service in this field is
the risk of the so-called “digital
divide”, the concern that not all citi-
zens will have equal access to new
services that to a large extent will be
provided on a “pay per use” basis.
When surfing the Internet as it is
today and evaluating the content
and services it provides, one can find
some of the same shortcomings that
characterise the supply of commer-
cial television channels. As is the

sonal contacts between the individ-
ual citizen and representatives in
parliament. The citizen now has
access to huge amounts of informa-
tion and new, cheap and easy-to-use
options for the individual to dissem-
inate his/her points of view to
fellow citizens. Everyone can be his/
her own political editor and com-
mentator in the future.

On closer examination, achieving
this might not be all that simple.
Apart from a general discussion of
their merits and potential, “new
media” raise new issues in relation
to the nature and extent of partici-
pation and as regards the quality
and trustworthiness of the content
and services provided in the new
digital “Speaker’s Corner”. That will
be discussed further in the next sec-
tion.

case with the Internet today, on the
new, more individualised platforms
one can foresee a range of content
the quality of which falls short of
what is needed to promote public
debate. In their capacities as both
individuals and citizens in a demo-
cratic society, users will need con-
tent and services — “Islands of Trust”
— with the same depth of coverage
and trustworthiness as the content
that public media have always been
obliged to provide.

As pointed out previously, several
of the obligations mentioned in this
chapter are of much greater impor-
tance to small countries than to
large ones. A big market can more
easily sustain a diversified service, as
a minority in a large country often
has the size of the whole population
of minor European countries.
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6. The remit: public service media content and

services

The previous chapter listed a
number of obligations bestowed
upon public service institutions by
society, and it was claimed that
these obligations have a direct
impact on the nature of the content
and services offered by the PSM-pro-
vider, defining the remit of its activ-
ities. In this chapter we will look
more closely at the nature of the
remit and at some of the controver-
sial issues arising from the disputed
territory between public and com-
mercial media.

The programmes offered on
public radio and TV channels have
always given rise to debate. Since
the beginning of broadcasting 80
years ago, some have accused PSM
programmes of being too boring or
paternalistic; others have criticised
public programming for pandering
to basic instincts and bad taste. Very
often these disagreements have been
based upon differences in taste and
interests, and illustrate how difficult
it is for a broadcast mass medium to
meet all the needs and wishes of its
audience.

In the decades since the emer-
gence of commercial media, this dis-

cussion quite understandably has
lead to the question of whether
public media should withdraw from
programme areas catered for by pri-
vate media. As mentioned in
Chapter 3 (p. 15), one argument has
been: “Why use public funds for
programming that is brought to the
market in any case by commercial
companies?” The private sector has
accused public media of “market dis-
tortion”, and that issue is the focal
point of the many cases brought to
the European Commission by com-
mercial media corporations. It boils
down to whether public media
should only be considered as a
means of rectifying market failure
and of providing content that is not
commercially viable. This central
question will be the subject of this
chapter.

Before addressing this question it
is important to stress that only in
“public monopoly areas” can activi-
ties financed by public funds be car-
ried out without influencing, and to
some degree also distorting, the par-
allel private market. We can restate
this more bluntly: influencing the
listener’s and viewer’s choices, and

High reach: A sine qua non for public service

Although disputed by some, the
rationale behind “high reach”
should be self-evident for public
media. “Reach” is a technical meas-
ure of the degree to which the pro-
gramming from a radio or TV
channel is used on a regular basis by
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its potential audience. It can, for
instance, be the percentage of all cit-
izens above the age of three who
have watched at least one TV pro-
gramme (or for a minimum number
of minutes) on a specific TV channel
(or a bouquet of channels from a

thus media consumption pattern is
the very reason why public media
were established and why their
existence has been upheld even in
times of abundant media supply.
Those in PSM trying to avoid the
accusation of market distortion by
denying its existence altogether are,
so to speak, shooting public media
in the foot.

The consequences of public serv-
described in
Chapter 5 are briefly enumerated in
the right column of Figure 5.1 on
page 21. They fall into two main
categories:  quantitative
quences requiring that public media

ice  obligations

conse-

must be used regularly by all citi-
zens (have “high reach”) if they are
to live up to their role in furthering
social, political and cultural cohe-
sion. There is also a qualitative con-
sequence, serving the audience with
a range of content and services not
found in the general (commercial)
media market. Let us now look more
closely at these two sets of conse-
quences for the PSM remit.

specific broadcaster) in the course of
a week. Reach is the most important
quantitative success criterion for
public broadcasters; for PSM it is
much more important than “market

share”, the measure on the basis of
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which advertising revenue is calcu-
lated by commercial broadcasters.

The rationale for high reach
expounded above is a consequence
of the PSM obligation to act as “the
town square” of modern society.
Public media must be in regular con-
tact with all. PSM need to comply
with their contractual role of being
an important part of the forces sus-
taining and furthering social, politi-
cal and cultural cohesion. If the
audience shrinks to a minority of
the population and the town square
is scaled down to an alley, it cannot
serve as the common meeting place
of society even if it is surrounded by
the most beautiful buildings. The
same goes for the obligation of
public media to follow citizens as
they migrate from traditional
broadcast content to new interactive
services. The obligation of reach has
to do with being in touch and
engaging in dialogue, not with the
use of a given technology.

Public service media in USA (PBS)
are a thought-provoking illustra-
tion of such a “PS-alley”. Its sched-
ule is of high (public) value offering
programmes many European public
broadcasters would be proud to
present. There are cultural pro-
grammes, documentaries, children’s

programmes and so forth of a kind
that are rarely found on commercial
channels in the USA. In the States,
public service really gives the audi-
ence a healthy alternative media diet
to the fast food of commercial chan-
nels, but the audience is barely
measurable! Public programming is
out of reach for the vast majority of
Americans and has therefore very
little impact on cultural, social and
political life in the USA.

This theme also has to do with a
shift in the role of public service
media as they have developed into
the voice of just one chorister in the
media choir of modern society. It
was, and certainly still is, an impor-
tant obligation for public media to
ensure that citizens have the free-
dom to choose from a wide range of
media. In the second phase, after the
monopoly had been abandoned,
some of this variety of program-
ming was delivered by commercial
broadcasters. In the information
society of today and tomorrow,
more emphasis will have to be
placed on the societal obligation of
PSM that it is actually used by the
audience. Availability will not be
enough. Making sure that audiences
avail themselves of PSM program-
ming will be as least as important as

the operating conditions and finan-
cial basis of PSM if their position in
the market and their ability to serve
as an integrating force is to be
assured.

A supporting argument to the
claim of high reach for European
public media is the fact that PSM are
largely financed collectively by citi-
zens. In the long run, this funding
system cannot preserve its legiti-
macy, neither amongst citizens
“footing the bill” nor politically, if
payments from everybody are used
for the benefit of only the few. We
will return to this issue in chapter 9
below.

At the end of section 5.1 there
was a somewhat provocative claim
that from the perspective of social
cohesion and the role of public
media it was more important to
guarantee a high reach than to focus
exclusively on the nature of the con-
tent and services provided. Although
not completely erroneous, this is, of
course, not the whole truth. For
public media, being in regular con-
tact with all is on the one hand a
necessary prerequisite of living up to
its cohesive role. On the other hand,
it is nevertheless not sufficient. We
will now take a closer look at this
issue causing a difficult dilemma.

Serving society and the individual with distinctive content and services

It is an easy matter for a profes-
sional scheduler to set up a pro-
gramme mix that will secure a high
reach if he or she is given a free hand
and is not fettered by any restric-
tions derived from the special public
obligations presented in Chapter 5.
In addition to the “high reach” argu-
ment, Figure 5.1 presents another
set of consequences of the public
service obligation: serving the audi-
ence with a range of content and
services not found in the general
(commercial) media market. The
main question here is how distinc-
tive does PSM need to be and how
different should PSM programming
be from that of private media?

The reason for asking this ques-
tion is that it is just as easy for the
professional scheduler to make a
channel with programmes that no
clever, successful commercial chan-
nel would ever choose to broadcast.

The remit: public service media content and services

But would such a watertight alter-
native constitute a channel in the
service of the public? In the follow-
ing we will first look at the content
implications derived from the obli-
gation to promote social, political
and cultural cohesion. Subsequent
to that, the focus will be narrowed
down to more specific content
requirements in relation to cultural
diversity, the needs of special groups
and the individual user of PSM.
Programming with the function of
sustaining social cohesion could be
considered the cultural, social and
political “glue” of society. Such glue
has complex characteristics. It con-
sists of the mnation’s collective
memory of the past as well as their
shared aspirations for the future. It
is the common language, the fairy
tales children are told and the songs
we hum during a morning shave. It
contains the norms and values

which guide us in deciding between
what is good and bad.

The recipe of such “societal glue”
cannot be boiled down to a narrow
range of special public service pro-
gramme formats presenting pater-
nalistic or patronising lectures,
approved series on cultural heritage
and so forth. The necessary ingredi-
ents are to be found in all aspects of
social activity and, indeed, in almost
all kinds of content in electronic
media ranging from the transmis-
sion of a football match, a news pro-
gramme and TV drama to an
entertainment show and documen-
taries of national origin.

If public media are to live up to
their obligation to further social,
political and cultural cohesion, not
only must they reach all, but at the
same time do so with a broad range
of content genres and formats. It is
not enough to bring together all the
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citizens at the town square, they

must be provided with content

reflecting all aspects of human life
and activity. Someone, however, will
very reasonably ask or protest,

“Couldn’t that combined task be

performed jointly by PSM (catering

for content narrow in scope) and the
commercial sector (in charge of the
broad, all-encompassing provi-
sion)?” This is certainly a relevant
issue that will be discussed below,

page 26.

Before moving on, let us first take

a look at more specific PSM content

requirements in relation to cultural

diversity and the demands of a dem-
ocratic society, the needs of special
groups and the individual user of
public media. The rationale for this

was given in Chapter 5, pages 22

and 23, and their consequences can

be summed up in the following
requirements for PSM scheduling
and service provision:

* Programmes/content based upon
or bearers of national cultural
heritage, language, music, litera-
ture, drama and so forth that
compete with mainstream pro-
gramming from the international
market, especially in the small
countries of Europe.

* Contribute to pan-European/
international cultural diversity
by sustaining individual national
cultures (see above) and co-oper-
ate with other public broadcast-
ers on co-productions, the
exchange of programmes and so
forth.

* Foster citizenship, political cul-
ture and democratic processes by
according high priority for con-
tent in areas such as news, cur-
rent affairs, education,
documentaries and debate, and
also provide space for critical
investigative journalism.

* Set quality standards for national
media production in areas such as
“production values”, creativity
and innovation.

* Define (and defend) ethical stand-
ards in relation to the nature, bal-
ance and fairness in the way in
which religion, race and sex
amongst others are handled in
journalism.

In relation to “small groups” with
special needs not met by mainstream
international  provisions, public
media have special obligations:

* Content serving the special needs
of ethnic groups, and linguistic
and cultural minorities.

* Children’s programming in
national languages and culture.

* Special services for those with
disabilities.

Behind each of these very briefly
formulated content requirements
can be found a very broad and
intensive internal debate amongst
media professionals, and a compara-
ble one between them and external
commentators and critics. What
kinds of programmes are best suited
to further national cultural herit-
age? How can citizenship be fostered
in news programmes and documen-
taries? Does one foster cultural inte-

“New Media” and the public service remit

A special and contentious issue at
present is the role of public media in
the field of “new digital services”.
Commercial media players argue
that PSM should stick to traditional
radio and TV broadcasting and stay
out of emerging areas such as the
Internet and the nascent market for
mobile services. If allowed to work
with Internet services, the argument
goes that PSM should limit their
activities to services directly linked
to broadcasts and should not offer
content independent of radio and
television programming.

In the context of EU regulation
governing electronic communica-
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tion, these new “non-broadcast
services” are also becoming a con-
troversial issue. The right of
member states to define the areas of
activity they deem to be public serv-
ice is enshrined in the Amsterdam
Protocol. Nevertheless public service
has recently (probably due to tradi-
tion of terminology) been linked to
the narrow technical term “broad-
cast”. As most “new media” activi-
ties cannot be considered to be
broadcasting in its strict technical
meaning, there is a risk that this
whole area will be treated in a differ-
ent, more restrictive regulatory
regime.

gration by providing special content
for ethnical minorities? These are
just some of the questions. On the
one hand, most people would agree
that the remit of public service
media should be determined in one
way or the other by such require-
ments. On the other hand it is not
easy to come up with an operative
formulation that enjoys broad
acceptance.

We live in an age where almost
every aspect of human activity is
measured. The media business is no
exception. Quantitative audience
research on viewing and listening
habits is carried out rigorously, as it
provides the key data used to calcu-
late the cost/benefit of running
advertisements. It is more difficult
to measure the quality of a pro-
gramme, however. If a given pro-
gramme has a high share of total
viewing with a large, satisfied audi-
ence are these also metrics of high
quality? How does one distinguish
between a subjective evaluation
based purely on taste and user satis-
faction and one that uses objec-
tively-scored quality norms? This
has been the background for pio-
neering work carried out by EBU
(the European Broadcasting Union)
and a small group of its members
aiming at establishing a set of gener-
ally-defined and broadly-accepted
quality criteria and methods to
measure programme quality.

An example of this line of reason-
ing is to be found in several com-
plaints about public broadcasters
raised by private companies. In
recent years, the Commission has
conducted special investigations in
public media activities outside the
traditional (read: broadcast) pro-
gramming activities of public media.
It seems here that some “online
information services” can be
accepted by the Commission. It still
remains to be seen how the term
“information service” ultimately
will be defined. Whether it will lead
to restrictions limiting broadcasters
to information services linked to
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their broadcast programming or
will apply a broader definition
allowing for broadcast-independent
services in parallel to full-scale radio
and television broadcasting remains
to be seen.

Mobile phone services that for
some years have been an increas-
ingly important part of the content
provision of many public media cor-
porations are different. They are
apparently regarded by the Com-
mission as being outside what can
be considered “services of general
interest”. Will this also be the case

Inform the public of events of sig- ¢ Broadcast extra news programmes *®

nificance to their daily lives

Encourage participation in public
debate

Provide “value for money” by
moving towards the “Anything,
Anytime, Anywhere” paradigm

Provide quality entertainment

Educate

If they were not to do so, public
media would lose contact with a
growing number of citizens. The
changes in the media consumption
patterns of audiences under the age
of 25 - already on the move from
broadcast to new media - is a warn-
ing illustration of this threat.

One can also point to a number of
more specific reasons some of which
are illustrated in Table 6.1 that
explain why a public media presence
in the field of new media is so
important:

* In contrast to radio and TV, the
use of new media technologies
and content is not evenly distrib-

The remit: public service media content and services

for broadcast to handhelds (BTH)
that often includes the use of mobile
handsets?

On their side, public media corpo-
rations claim the right and obliga-
tion to be players in all fields of
activity and on all electronic media
platforms, following the audience in
its ever broader use of new informa-
tion technologies.

When looking at this debate from
a distance, it is not easy to under-
stand why public media, whose
remit and field of operation have
neither been defined by nor limited

to specific distribution technologies,
should accept a restricted role in
new media. As can be seen from
chapter 5, no such restrictive policy
can be derived from overall PSM
obligations. On the contrary (as was
explained in chapter 2 and 3), in a
world where the use of electronic
media will gradually move from
broadcast mass media to individual,
on-demand use, it follows directly
from the “high reach” prerequisite
that PSM will have to follow its
audience in the same direction.

Table 6.1: Extending public service TV and radio with new media

Public service task TV & Radio Extending with New Media
(examples)

>

¢ Invite listeners and viewers to take

part in TV and radio programmes
N

* Re-running radio and TV pro-

grammes
<>

¢ Entertainment shows

¢ Educational broadcasts

uted amongst different social
groups (when defined by age,
educational level and economic
status). Due to its social responsi-
bility and broad contacts with
traditional media audiences, PSM
can help bridge the so-called “dig-
ital divide”.

* As explained in Chapter 2 (p. 7),
interactivity is a new and charac-
teristic element of new media.
Interactivity between teacher and
student is of decisive importance
in any teaching/learning process.
Through interactive media, PSM
gain a new forceful tool helping

Alert-services on mobile phones
(text, image)

Providing extra information (on
demand)

WEB and SMS-services as an inte-
gral part of TV-programmes (e.g.
voting and comments)

Provide forums and ‘communities’
on web sites

EPG and metadata to make time-
shift easier on PVRs

Provide archive material
demand via the Internet
Streaming radio (and later TV)
TV and radio on handheld devices,
e.g. news and sports

on-

Online games on the web
Interaction with entertainment
shows

Offer archive materials of educa-
tional value and interactive appli-
cations (with individual options)

to meet its educational obliga-
tions.

* With the proliferation and devo-
lution of editorial responsibility
(or rather the lack of it) that can
be seen on the Internet, PSM can
play a crucial role by acting as
“islands of trust” in an ocean of
misinformation and unreliability.

* At this early stage in the develop-
ment of new media where proper
funding is difficult to obtain,
public initiatives and collectively-
financed activities can serve as a
locomotive for the penetration of
these new services in this new
market.
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New media functions and fea-
tures will not remain isolated
islands of content and services, but
will gradually be incorporated into
traditional programming as integral
enhancements of well-known con-
cepts and formats. Denying PSM of
its role in new media will inhibit the
development of a multimedia
future, where broadcast and inter-
active content will be integrated
seamlessly both in production,
delivery and usage.

The only rational reason for the
attempt by the commercial sector to
shut out public media from the most
popular activities in this green field
site is fear of competition in a busi-
ness that may well be one of the few

media activities with considerable
commercial growth potential. It is,
indeed, a daunting prospect for
public media. If PSM is pushed into a
limited, non-competitive new media
ghetto, there is also an additional
risk of public media being forced to
accept the same limited role in tradi-
tional broadcasting.

Instead, one could hope for con-
structive cooperation between pri-
vate and public media in promoting
the use of new media to a broad
audience, thereby bridging the dig-
ital divide. Public media have a long
and proud tradition of spearheading
the introduction of new communi-
cation technologies in the pre-com-
petitive phase of the market cycle,

The dilemma of distinctiveness versus reach

This discussion of the PSM remit
in new media is, of cause, a mirror
of the more general overall territo-
rial dispute between the public and
private media sectors and can be
seen as an attempt by commercial
media to stake a claim to new,

High

uncultivated land, preventing incur-
sions from the public sphere. Com-
mercial aspirations do not stop at
this border. Unlike most other conti-
nents, public media were pioneers in
Europe and since the days of the
broadcasting monopoly they have

where activities are not commer-
cially self-sustaining. Especially in
the small countries of Europe that
often lack a critical mass of both
economic resources and creative
talent there are also very good rea-
sons for such cooperation when it
comes to the creative development
of new services and relevant con-
tent.

The question of how such new
media activities of public media
companies should be funded (via the
license fee or on a pay-per-use basis)
is a special and difficult issue that
will be dealt with in Chapter 9
(p. 41).

been strong bastions in most Euro-
pean countries. This position has
been defended by PSM and to the
surprise of many, they have been
able to hold their ground in the
recent decades of fierce competition.

Figure 6.1: PSM - the balance between reach and distinctiveness
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4. Giving up all PSM
ideals and obligations

a. “Distinctiveness” defined as a percentage of content in categories such as national culture and language, current affairs, documentaries, programmes for
children and minorities etc. (see Chapter 5, p. 22, Sustaining national culture and democratic society).

But success in the battlefield has
not been without costs. Neither are
the battle fronts nor the likely lines
of attack in the future particularly
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clear. Public service media is facing a
number of difficult dilemmas. For
instance “the high reach” goal
described in Chapter 5 (p.22) can

barely be reached if programming is
excessively characterised by the dis-
tinctive public obligations men-
tioned on page22. As shown in
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Figure 6.1, PSM are indeed a balanc-
ing act striking equilibrium between
being so distinctive in the service of
the public obligations that they lose
their audience while at the same
time trying so hard to reach all citi-
zens that they are devoid of any
kind of distinctiveness as a result.
The first alternative would lead to
an honourable and heroic death in
the service of a minority already
culturally well-supplied and the
demise of PSM would be applauded
by commercial media. If public
media try to avoid this fate by
engaging in a fearless attack on its
private rivals thus compromising
the distinctiveness of public obliga-
tions it would commit a less heroic,
but very rash suicide, losing its
rationale, public support and politi-
cal legitimacy along the way.
Frightened to lose their audience

in this battle on two fronts PSM
might, in the last decades of the
20th century, in some countries
have leaned too much in the direc-
tion of reach and thus lost some of
their distinctiveness. To formulate it
more proactively, it might have been
a necessary strategic manoeuvre in
the past, but nevertheless in the
years to come it is worth consider-
ing whether PSM should look more
closely at the following develop-
ments and options:

* A revitalised flow paradigm (see
Chapter 2 (p. 12)). “Flow” has
been the basis for scheduling
whereby popular programmes
have functioned as the necessary
“lead in” to distinctive pro-

grammes such as news, current
affairs and culture. As this tradi-
tional scheduling paradigm in
coming years will be undermined
by interactivity, on-demand and
multi-channel systems, PSM will
have to develop schedules in a
more distinctive direction, reduc-
ing the share of popular pro-
gramming.

* It is a widespread misconception
that the public service value of a
broadcaster can be evaluated on
the basis of specific programmes.
The PSM argument for “full scale
programming” that such an evalu-
ation must be based not on indi-
vidual programmes but the
totality of its programming in a
channel is absolutely justifiable.
Nevertheless, does this argument
also count when the PSM organi-
sation — on top of its main chan-
nels — also develops a number of
thematic or audience-segmented
channels and services each of
which is indistinctive from many
of the channels provided by com-
mercial competitors?

* Is the often-raised criticism
against public channels for carry-
ing too many standard formats
developed by international “con-
cept factories” justified?

* Are there types of programmes
(for instance some of the extreme
“reality shows” and “paparazzi
journalism”) that have no place
in a public schedule due to their
lack of basic ethical standards?
These questions and considera-

tions should not be taken as argu-

ments for setting PSM on a direct
course toward the “heroic hara-kiri”
scenario in Figure 6.1. It is also nec-
essary to emphasise the great varia-
tion in PSM from country to
country in Europe. The strong PSM
position mentioned above is charac-
teristic of most of the countries in
the north-west of Europe. There
public media have much more room
to manoeuvre than their colleagues
in Central and Eastern Europe,
where PSM is fighting a battle on
two fronts against a new, strong
and often foreign-controlled private
media sector and political authori-
ties often relapsing into the tradi-
tions of the old “state radio”.

However, in the turmoil of the
private-public media battle, looking
at the European media landscape
from outside it should not be forgot-
ten that the “European duopoly”
has merits that are envied by many.
Several observers point to the clear
correlation, at least in some mar-
kets, between the quality and dis-
tinctiveness of content in public and
commercial channels brought about
by mutual competition that is to the
benefit of the audience. Viewers and
listeners become accustomed to the
level of quality of public broadcast-
ers and expect and require the same
level from commercial alternatives.
In the short term, the commercial
sector may benefit from a weakened
PSM, but in the long run the benefits
are more doubtful. Such a develop-
ment will certainly give rise to los-
ers, European societies and their
citizens.
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7. Organising the provision and distribution of
public service media

Given the obligations described in
Chapter 5 (p. 21) and the remit of
PSM content activities laid out in
Chapter 6 (p. 24), we can now turn
to the question of how the provision
and distribution of public media
should be organised, still keeping in
mind the “pact” between society and
a public media provider. In the age
of broadcast monopolies this was
not an issue. As was the case for
other public services, radio and later
TV were established as an integral
part of public life. Inspired by the
BBC, in some countries PSM were
given a special independent status

Cutting the public service cake

The shift in the debate as to how
public media should be organised is
part of a broad debate as to how the
production of public goods and serv-
ices should be organised. The trend
can be described as a shift from a
“structural” to a “functional”
approach, or as it is often formu-
lated: “The important thing is not
where (i.e. under public or private
auspices) a public service is pro-
duced, but what is produced, its
quality and price.” This functional
approach has given rise to the “out-
sourcing” of internal services (clean-
ing, building maintenance, IT
service and so forth) in both public
and private enterprises. In recent
years, some core functions of public
service such as health, social serv-
ices, and the custody of prisoners
have also been outsourced to pri-

outside the state apparatus. With
the exception of the splitting up of
radio and TV into separate organisa-
tions seen in some European
countries, the predominant organi-
sational model was, however, one
organisational unit taking care of
everything from the creation and
production of content to its distribu-
tion.

As will be argued in the following
section, there are still very good rea-
sons why the relatively small Euro-
pean public media organisations
should be maintained as corporate
entities while being more open-

vate, commercially-operated com-
panies. The reasons behind this are a
mixture of rational economics,
quality optimising and political ide-
ology seeking to reduce the public
sector and to enlarge the scope of the
private sector.

When we turn to public service
media, an awareness of these gen-
eral trends leads to recognition that
suggestions to outsource parts of
public media operations are not
solely and specifically directed
against PSM. It is, however, possible
to highlight specific elements of the
outsourcing policy formulated in
the public media area:

* Public media organisations are
seen by some as huge, almost
frightening symbols of govern-
mental power over the souls and
minds of its citizens. Just to

minded and courageous when col-
laborating with or outsourcing
some of their production to external
production companies. The out-
sourcing route should only be fol-
lowed after serious consideration
and evaluation of the pros and cons.
This section will deal with such
issues and present some of the argu-
ments put forward. The more spe-
cific issue of public regulation and
control of PSM (in many ways
related to the organisational issue)
will be the subject of the next chap-
ter. The managerial aspects of PSM
will not be a part of this discussion.

reduce their size can be a goal in
itself.

* A similar line of thought under-
pins the splitting up of the public
media “value chain” (cf. above,
Chapter 2, p. 9, Changes in the
market: Internationalisation and
concentration) by outsourcing
some of the links in the chain to
private media firms or telcos.

* In some countries there is a polit-
ical desire to establish a new pri-
vate media sector, or to support
the existing one, by giving private
firms a piece of the public cake.
Let us take a closer look at these

and other related elements of a

strategy to outsource parts of public

media operations. Here we will
exclude internal services or support
functions in areas where there is no
reason to believe that media are any
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different from other industries. It is
in the core business areas of media
production and distribution that the
questions are crucial and controver-
sial.

Before going into a number of
separate issues where there are rea-
sons to be “en garde” in relation to
the splitting up and outsourcing
trends in public media, the varied
and compelling case for public
media organisations to develop
closer ties with private media busi-
nesses should be stressed. From the
days of the monopoly where it was
difficult to find private partners,
public media have been a very closed
and self-sufficient world. Now there
are plenty of opportunities for
exchange of ideas, to benchmark
performance on both output and
quality and to add to one’s own
capabilities by exploiting external
competencies. These opportunities
ought to be explored to a greater
extent than is the case in many PSM
companies.

One should also mention the
opportunity to set up public/private
partnerships in fields such as new,
interactive audiovisual content on
digital platforms where neither
public media corporations nor pri-
vate software houses possess all the
necessary competencies and experi-
ence. At present such partnerships
are only allowed on a strictly com-
mercial basis, normally a hindrance
for development and experiments in
these fields. Such collaboration is
vital, especially in small countries
where both private firms and public
enterprises lack the size and
resources to engage in complicated
and risky projects outside their cur-
rent spheres of operation. Infant
business areas of this kind can be
developed through public/private
partnerships, where each side brings
in its own competencies and
resources to the table. The fruits of
the endeavour can be exploited by
letting the private company use the
results in commercial activities in
other territories and by allowing the
public media organisation to apply
the results in a project in its own
territory.

Returning to the outsourcing
issue, mention was previously made
of the need to carefully scrutinise
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the arguments for and consequences
of outsourcing public media. Five
points have been highlighted for
further comment:

1. First, is mere size important in its
own right? Guidelines and inspi-
ration for the answer of this
question can be found in the
international media market. As
we saw above (Chapter 2, p. 9,
Changes in the market: Interna-
tionalisation and concentration),
private firms in great numbers
are merging, integrating their
systems and are being taken over
by each other in the horizontal
concentration and vertical inte-
gration of value chains. If size and
control over the value chain is of
no real importance to the rational
running of a business, one might
wonder why the often very pro-
fessionally-managed media cor-
porations are going in this direc-
tion. Neither should one forget
that among the twenty biggest
media corporations in Europe,
there are only three public broad-
casters (ARD, BBC and RAI). This
was shown in Table 2.1, page 9.
In the many small countries of
Europe, there are historical rea-
sons that explain why public
media organisations are often
considered to be huge, competi-
tion-distorting corporations, but
in reality they are merely midgets
amongst commercial giants. Size
is important not only to achieve
economies of scale but also to
increase visibility in the market,
to further the ability to accumu-
late professionalism and know-
how and to maintain a compli-
cated technical infrastructure.

2. The second question concerns the
“external production quotas” that
are set for more and more public
media corporations by law or
governmental decision. Some
twenty years ago, the Conserva-
tive government forced the BBC
to outsource 25% of its pro-
gramme production (measured in
terms of hours broadcast) to inde-
pendent external programme
producers. It is unlikely that there
are claims that this decision had
grave consequences for the BBC,
but one should bear in mind that
the BBC is 10-20 times larger
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than most other European PSM
corporations. It could outsource
up to 90% of its production and
still maintain a larger in-house
production than, say, the total
production of each of the Scandi-
navian public broadcasters.
Assuring critical mass for internal
media production is vital for
small PSM organisations, and
most European PSM corporations
belong in that category. A full-
scale public media corporation
with the obligation to provide
comprehensive programming
needs across-the-board expertise
and in-depth knowledge. It will
not be able to live up to the stand-
ards demanded if its programme
staff is spread too thinly by the
heavy burden of external produc-
tion quotas. Creativity and inno-
vation in media production
seldom emerge from the minds of
individual geniuses, but are the
result of the development of
teamwork and creative environ-
ments over time. These creative
hotspots can be debilitated by too
heavy a quota burden.

. Although mixing internal and

external competencies makes
good sense and much more
should be done in that field, a
third point must be stressed in
relation to the “critical mass
argument” when looking ahead
to the era of cross-media produc-
tion. In this new world of content
development and production that
hinges on information technol-
ogy it becomes much more
important to integrate work
processes, criss-crossing depart-
mental barriers and traditional
organisational and professional
borders. This development will
not reach its full potential if a
considerable part of the cross-
media production (traditional or
new media) takes place outside
the corporation. This goes a long
way to explain the drive towards
media concentration in the pri-
vate sector.

. A fourth issue also comes from

cross platform and cross media
development, where the “COPE
paradigm” (Create Once — Publish
Everywhere) is key to both crea-
tivity and cost-effective produc-
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tion. Content rights and archives
along with direct and easy online
access to the materials in them
will be ever more important in the
future. If a considerable propor-
tion of PSM content is produced
by external independents claim-
ing secondary rights, that content
will often be out of reach for fur-
ther PSM use, both economically
and physically.

5. Last but not least, a fifth point
should be mentioned. Handling
the relation to the contracting part,
the government and parliament is —
as will be seen in the next chapter
— a complicated and controversial
matter. Political pressure canal-
ised through the public owner-
ship and troublesome influences
from a long row of other interest
groups are facts of life for PSM

Distributing the public service obligations

The “functional” approach men-
tioned on page 30 has also found its
way to an organisational model
whereby public service obligations
are distributed among two or more
institutions, either publicly-owned
or private commercial corporations.
This is the model in use in the United
Kingdom (ITV), the privatised public
station TF1 in France and the “late-
comers” (both TV and radio) in sev-
eral other countries.

Specific rationales and circum-
stances may vary from case to case.
It was often a solution in times of
the ageing monopoly when govern-
ments decided to establish a second
TV channel in the country. It could
either be given to the public broad-
caster as its second channel or
granted as a concession to a private
corporation with a set of conditions
combining a fee and certain content
obligations. Governments were in a
favourable negotiating position due
to the fact that bandwidth in those
days (when cable and satellite were
still in their infancy) was scarce. Pri-
vate firms eager to secure this new
means of access to audiences were
willing to pay considerable amounts
of money for a terrestrial channel
and also to accept a number of
restrictions and guidelines for the
broadcast programming.

The programming obligations
were more or less of the same kind
as those for the old public broad-
casters, but often with a lighter
touch: news, a certain amount of
the programming in the national
language(s), or national music, chil-
dren’s programmes and so forth.
This way of distributing public serv-
ice obligations among a number of
content providers can be looked at

from several angles and certainly
has its strong and weak features.

First of all, it leads to very
healthy and much-needed competi-
tion. There is no doubt that having a
monopoly had lead to complacency
among many of the old public serv-
ice institutions that previously had
shown little concern for the wishes
of their audiences. Suddenly they
woke up to a new situation. From a
societal point of view, this new
arrangement assured programming
from the new channels of a kind one
would not have expected had they
been allocated without any pro-
gramming restrictions. In many
ways, this policy formed the basis of
the special European dual media
model mentioned at the end of chap-
ter 6, leading to both public and pri-
vate channels of an overall quality
seldom found in radio and television
outside Europe.

Secondly, it is difficult to find rea-
sons why governments back in the
seventies and eighties should not
have used the opportunity to trade
content obligations for channels.
There have been, and still are, argu-
ments that the state should restrict
its indomitable regulatory urge to
“its own” media, the public media
institutions, and free the private
sector from interference. In some
countries this often ideologically-
based point of view has recently
gained some ground in the light of
the more general debate about the
limits of the public sector.

Thirdly, in this connection one
can mention that this public con-
tractually-based intervention in the
scheduling policy of private chan-
nels often has been followed by
granting them official status as “a
privately-owned  public  service

management and employees.
Splitting up the public corpora-
tion and distributing the public
service obligation to a row of
smaller and more vulnerable enti-
ties involves a danger of opening
up a gate for illegitimate influ-
ence and pressure.

broadcaster”. One of the conse-
quences has been that in recent dec-
ades the “public service label” has
spread to a significant number of
media corporations of which some
are very commercially oriented and
only bear a passing resemblance to
the publicly owned “real PSM-cor-
porations”.

This state of affairs has lead to a
watering down of the term “public
service media” and is at the root of
many of the difficulties when defin-
ing public service media, describing
their obligations and demarcating
their remit. Those who repeatedly
ask for a clearer definition of PSM
should perhaps consider a revision
of this policy and limit the use of the
term to publicly-owned companies.
It would certainly bring a much-
needed clarification that, inciden-
tally, would also make it easier for
the licence fee payers to see how
much money is spent on PSM and
what it is used for.

A fourth point worth mentioning
in relation to the distributed PSM
model is the concomitant need for
often very detailed control mecha-
nisms. The content obligations in
concession agreements naturally
enough inhibit the commercial
potential of the channels. So conse-
quently channels controllers are
tempted to work around the spirit of
their obligations in all conceivable
ways, cutting minutes here and
there, juggling with definitions,
quotas and so forth. The regulatory
authorities on their side respond
with ever more detailed demands
and ingenious control mechanisms.
This “arms race” probably bears a
part of the responsibility for the
problematic trend in the direction of
more and more detailed media regu-
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lation also encompassing the genu-
ine PSM companies. It will be the
subject of Chapter 8.

The radical solution: get rid of the public service media institutions

A suggestion of a more funda-
mental kind merits special attention.
It is the radical model of dismantling
public media institutions altogether,
which pops up now and then in the
debate on public service media and is
strongly supported — to the surprise
of no one — by commercial media.
“We don’t need public media corpo-
rations at all,” it is argued. “They
are dinosaurs in today’s media land-
scape.” In short, the proposed solu-
tion is not to let time pass and see
the public dinosaurs slowly become
extinct in a new, hostile ecosystem,
but to abolish the public service cor-
poration with one fell legislative
swoop and let public funding in the
form of the licence fee be trans-
formed into a public media founda-
tion or trust.

According to this model, individ-
ual producers, production compa-
nies and commercial channels can
contact the trust with an application
for the funding of their projects. The
trust can then assure that proposals
most in need of public funding get it,
freeing the trust from any of the
burdens or dilemmas described in
Chapter 5 (p. 21). The programmes
funded are those with the least
chances of finding their own way to
commercial  distribution.  After
having received the payments from
the trust, the lucky applicant pro-
duces the programme, contacts the
commercial broadcasters and offers
them the programme free of charge.

Hey presto! Public media are pro-
duced and distributed by the mar-
ket, assisted by a lean and effective
trust without needing a big and
bureaucratic public corporation.

Please excuse my sarcasm! Given
common knowledge of how the
schedule of commercial broadcasters
is put together and the criteria used
to select their programming, one
can wonder how this model has sur-
vived in the public debate, even with

all the support it has received from
private media. It is to be expected
that the PS-trust will be eager to
select proposals that are genuine
alternatives to popular, commercial
programmes. A game show or an
ordinary soap will have few chances
of getting support. Why give the
scarce resources to formats that can
survive on their own in the com-
mercial market?

The philosophy guiding commer-
cial broadcasters is just as crystal
clear — for a very good reason. Such
broadcasters were not established to
provide listeners and viewers with
good programmes, but to deliver
ears and eyeballs to the advertisers
who buy airtime for their commer-
cials. Moreover, to maximise the size
of the audience that determines rev-
enue is at least as important as the
cost of the programmes. Hence
highbrow programmes of unique
cultural value are hardly attractive,
even if they are offered free of
charge.

This leaves the trust with its own
unique dilemma. Either it will have
to stick to its narrow, alternative
course and accept that it will be dif-
ficult to find commercial broadcast-
ers willing to broadcast
programmes from the trust, or it
will have to be willing to compro-
mise the ideal of alternative pro-
gramming and accept proposals for
programmes with greater popular
appeal, programmes that the com-
mercial channels are willing to dis-
tribute. There is, of course, a third
solution: the trust is obliged to
establish its own radio and TV chan-
nels as dedicated means of distribut-
ing its own programming. In doing
so, it re-invents the old public
broadcaster!

All this may sound a little
strange, but it is far from fantasy.
The model has been tested in real life
for a period of more than 10 vyears.

In 1988 as part of a dramatic liber-
alization of the whole public sector,
the New Zealand government
decided to split up the BCNZ (Broad-
casting Corporation of New Zealand
— a venerable institution styled
along the lines of the BBC) and to
turn the television part of the corpo-
ration (TVNZ) into a commercially-
operated, state-owned station. The
licence fee revenue (from the vear
2000 replaced by finance from cen-
tral government) is given to a trust
(“New Zealand On Air”, NZOA). Fol-
lowing the model described above,
TVNZ and its private competitors
along with independent producers
all apply to NZOA for the funding of
programme proposals and these
programmes are aired on the differ-
ent TV channels.

The consequences of this model
have been dramatic. The changes
lead to a drastic commercialisation
of the TVNZ schedule with more
entertainment and less factual, cul-
tural and children’s programming.
In the first period of the new system,
nationally-produced programming
dropped to a world record beating
low level. In response, NZOA con-
centrated its funding on content of
local origin, just to see them broad-
cast early in the morning and late at
night where such programmes do
not undermine the commercial
imperatives of schedules.

Where this will end is difficult to
say. The previous New Zealand gov-
ernment, recognising that the
change has been an unmitigated dis-
aster has announced that it will try
to return to the old public service
system in one form or another. This
is easier said than done. While abol-
ishing a public media corporation
can be done in a couple of weeks it
may well take a generation to
rebuild.
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Do we need a new kind of public service media organisation?

As argued in the sections above,
generally speaking there are very
good reasons why the provision and
distribution of public service media
content and services in most Euro-
pean countries is catered for by
consolidated, publicly owned corpo-
rations. In many ways, the reasons
put forward are parallel to those
guiding private media companies in
their organisational thinking. Mere
size and the opportunity to harvest
the fruits of synergies are impor-
tant. Critical mass is crucial when it
comes to establishing and develop-
ing viable creative programme
departments able to recruit the best
talent. Running a business involving
the production and distribution of
public service radio, television and
new media twenty-four hours a
day, year in, year out is a complex
matter both administratively and
logistically. It is not a service that is
easily managed by a number of col-
laborating — and competing — small
companies.

On the other hand, one has to
take into account the risk that
entrusting PSM to a monolithic,
publicly owned media corporation

can lead to too much uniformity
and a lack of healthy divergence.
Even more problematic is the risk
that the single organisational broad-
caster will behave and be treated by
political authorities as a “state
broadcaster”. When dealing with
these issues, one needs to consider
the size of the country and its media
industry. What might be a healthy
solution in a large country with
many well-run media companies
might be deadly poison in small
countries barely able to sustain a
national media industry.

As has been argued in the previ-
ous sections of this chapter, there
are several pragmatic reasons for
retaining a consolidated corporation
rather than splitting it up. The need
to do so should not, however, be
taken as an argument for neglecting
the opportunities for change and
improvement. Since the days of
monopolies, many PSM corpora-
tions have turned their backs on the
external production environment.
Both parties would benefit from a
closer and constructive engagement
on their own initiative rather than
being forced to so as the result of

compulsory and bureaucratic quota
systems. As explained above,
page 32, it might also be a good idea
to re-evaluate the so-called “distrib-
uted public service” model where
wholly commercial enterprises have
PSM obligations as part of the terms
of their concessions. All in all, when
it comes to the overall organisa-
tional models, the time has come for
iterative reform, not for revolution.

Another concern is the way
public media corporations are
organised and managed internally.
For instance, how does one reconcile
the need of the management of a
business corporation to be well-run,
rational and efficient as well as
being accountable for its use of the
licence payers’ money with the
needs of an innovative environment
with creative programme staff? A
strong and centralised top manage-
ment might be a prerequisite for the
former but a hindrance to the latter.
This is not the place for such an in-
depth discussion of management
although it raises important ques-
tions.
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8. Public service governance

In the previous chapters, we have
examined the overall obligations of
public media, their operational remit
and the organisation of PSM provi-
sions. In this section we will take a
closer look at the question of govern-
ance: how can society — parliament
and government — ensure that PSM
companies live up to their obliga-
tions and keep activities within the
limits of their remit?

As we will see later on, this gov-
ernance issue is part and parcel of a
more general debate on public policy
and administration. What makes it
especially contentious in relation to
public service media is the fact that
governance has an impact on one of
the most fundamental principles of
public media, that of editorial inde-
pendence and autonomy. Here we
have yet another tricky dilemma for
PSM: to live up to the principles of
editorial independence in relation to
government and parliament and at
the same time to be accountable to
and controlled by public authorities.
As with the other dilemmas pre-
sented in previous chapters of this
paper, there are no easy and clear-
cut solutions.

Several circumstances make it
difficult to deal with the governance
issue in the context of public media.

* There is a vast variety of regula-
tory models in Europe. There are
certainly some common traits,
but national traditions and differ-
ences in political culture have had
a significant impact on the
formal models chosen in the vari-
ous nation states.

* In many countries there is a
problematic difference between
on the one hand formal models
established by law and on the
other hand the grim reality of
day-to-day life. Illegitimate polit-
ical pressure being put to bear on,
for instance, the appointment of
staff or on editorial decisions in a
news department seldom take
place in broad daylight and can be
difficult to record in an objective
and impartial manner.

* Generally speaking, media
increasingly find themselves in a
political battleground engaged in
the fight for public opinion and
the minds of citizens. Public
media find themselves at the
centre of this battle which very
often makes the regulatory
framework a divisive issue in
itself.

* Those who argue for the need for
closer public regulation and more
accountability are often accused
of pushing PSM in the direction of
the old “state radio”. People from
the public media sector who warn
that governmental influence is
becoming too strong on the other
hand are accused of just wanting
to run their radio and TV stations
themselves without any interfer-
ence or accountability. One could
add that on occasions, both accu-
sations are sometimes quite right.
A special and very difficult issue

when dealing with governance and

public media is that of “ownership”.

“Who owns the public media corpo-

ration and to whom is it responsi-

ble?” one may ask. The tenet on
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which public service media are based
leads to the answer that public
media belong to civil society and its
citizens. The term “pact” used in
Chapter 4 to describe the special
relationship between society and the
public corporation was chosen to
underline this. It signals elements of
ideology and normative values more
than those of a formal ownership
contract. The importance of this
springs from the need to stress that
the relationship is different from
that of a “state enterprise” whose
every activity can be decided in
detail by the authorities of the state,
parliament and government. Public
service media are not and must not
be treated as “state radio and televi-
sion”. On the contrary, public media
also have the obligation to defend
the interests of society and citizens
against wrongdoings carried out by
the state and its political authorities.

Having said that, one should bear
in mind that civil society cannot act
as a societal entity. That is why we
elect members of parliament and
government to represent the inter-
ests of citizens. It is in this capacity
that the responsibility for govern-
ance vis-a-vis public service media is
placed in the hands of parliament
and government. It is not the ideal
solution, but it is difficult to find a
better one.

The problems of governance in
public media should be kept in mind
during the following deliberations
on the subject. It is not always easy
— either for the writer or the reader —
to distinguish between the descrip-
tive and the normative elements.

35



Tighter regulation and less autonomy

With a few exceptions one can
say that the trend in European states
is an evolution in the direction of
tighter regulation by public author-
ities and diminishing autonomy for
public service media. Several devel-
opments form the background of
this trend.

First of all, there is the general
development of public administra-
tion that also influences the media
field as was the case with “outsourc-
ing” (above, p. page 30). In the final
decades of the last century making
public institutions accountable for
their services and controlling their
operations moved into the spotlight.
It can also be regarded as the conse-
quence of the public sector having
evolved from a relatively small
legalistic, law-enforcing institution
to become a large and complicated
machine producing and providing
the goods and services of a welfare
society. That development was fol-
lowed by the introduction of what
has been called “managerialism” in
public administration - introducing
management methods from private
business such as the control of
productivity and goal-related per-
formance based on service or man-
agement contracts.

To some extent this has been
accompanied and influenced by
political and ideological disagree-
ments on the nature and limits of
the public sector vis-a-vis private

Editorial independence

After having explained some of
the reasons — be they good or bad -
behind the tighter control of public
media corporations and the weak-
ened PSM autonomy that results, let
us now turn to the other side of the
coin, the principle of editorial inde-
pendence and autonomy.

Basically, editorial independence
is not limited to public media. It is a
well-established principle in any free
press. The editorial policy of a news-
paper that lives up to fundamental
ideals of journalism should not be
decided by outside forces, whether
they be politicians or representatives
of economic interests. Even the
owners of a newspaper should limit

industry, similar to those we have
seen in the media field. Maintaining
a tighter grip over public enterprises
can be seen as a mechanism to
defend public endeavours and a
method to reduce the scope of their
operation. Both arguments can be
found in the political debate. The
establishment of European Union
competition regulation and its ever
closer intervention in the operations
of the public sectors of the member
states is a part of this general trend.

The second more general trend
influencing the regulation of public
media is the change in culture and the
nature of political communication. In
the course of the last century, the
printed press lost much of their
affiliations with specific political
parties and developed into “omnibus
newspapers” directed at larger audi-
ences in a competitive, commercial
market. Political parties and govern-
ments thus lost an important chan-
nel of direct communication to their
constituencies. Many politicians,
especially when in government, see
themselves as being under constant
siege by a hostile press in search of
cases of wrong-doing, journalists
who distort their motives and criti-
cise their initiatives.

At the same time, politics itself
has changed. The strategic, long-
term perspectives based on political
ideology and formulated in party
programmes have been toned down

their influence to the appointment
and dismissal of the editors and not
interfere with the content of the
daily paper. The reason behind this
principle is very simple and boils
down to an issue of “trustworthi-
ness”. Censorship and other limita-
tions of free speech - whether
formally enforced or self-imposed,
restrictions imposed by governmen-
tal or by others — are contrary to the
basic principles of an open and plu-
ralistic society.

If these principles govern the
press in general, although they
regrettably are not always followed,
there are even stronger reasons why
they are so important in public

and replaced by a more tactical way
of operation in day-to-day politics.
In such a scenario, the communica-
tive aspects of political initiatives,
both the message itself and its tim-
ing, often have just as much impor-
tance as their material substance.
The increasingly intense use of focus
groups and polls are examples of
this development, which, coupled
with the introduction of spin doc-
tors, have reached a point where, to
paraphrase the old McLuhan saying,
“The message has become the pol-

s ”

icy

In such a politicised communica-
tive landscape it is no wonder that
those in charge of public interests in
PSM (i.e. politicians in government
and parliament) are sometimes
tempted to encroach on public
media corporations. “If you can’t
prevent the newspapers and com-
mercial radio and TV from dissemi-
nating all the wrong stories and
cannot force them to communicate
your own gospel, the least you can
do is to make sure that ‘vour own
radio and TV’, the public broad-
caster, is kept in line.” To cite a polit-
ically appointed member of the
governing board of a minor western
European public broadcaster argu-
ing for his right to intervene in pro-
gramming: “Those who pay the
fiddler call the tune”.

media. Since the time of the Ameri-
can and French revolutions in the
18™ century, freedom of speech and
a free press have been an integral
part of civil rights. At that time they
were seen as a means of protecting
citizens from the state. In contem-
porary democracies, we may well
have more positive attitudes
towards the state, although millions
of Europeans still have very clear
memories of the state as a ruthless
dictator using media as a means of
oppression. The press in general and
public media in particular, has a spe-
cial role in acting as the unfettered
watchdog of democracy. From that
perspective, any direct governmen-
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tal influence in media should be
regarded with profound scepticism.
This applies even more strongly if
the state “runs its own radio and TV
station”. How can you trust the
news bulletins if you suspect the
editors of being marionettes hang-

ing from strings guided by the
hands of government?

This is why the principle of edito-
rial autonomy is so important for
public media — and, indeed, for gov-
ernments. On the other hand, there
is no denying the risk of this princi-
ple being abused by this or that

The formal structures of regulation and control

As mentioned earlier, when
describing the elements of the
formal structure one should bear in
mind that there are large variations
among the present systems of the
European states that stem from
their different traditions and politi-
cal cultures. It is probably impossi-
ble to propose a single model
suitable for everyone. It is, however,
possible to group the different solu-
tions in three more or less distinct
categories based on their formal
structures:

* Systems where government and
majority parties in parliament
play an active and rather direct
steering role. Countries like
France, Greece and Spain are
often placed in this group.

* Systems based on proportional
representation where govern-
ment has no formal role, but
influence is distributed among
several political parties including
the opposition, and in some cases
also includes a number of non-
political organisations and insti-
tutions in society. Examples here
include pre-Berlusconi Italy, Ger-
many, Austria, Holland and some
of the former eastern European
states.

* Systems based on an attempt to
insulate the public service institu-
tion from the political system, for
instance by introducing a govern-
ing body as a go-between, and
regulatory bodies more or less
independent from government.
The United Kingdom, Ireland and

director-general wanting to run the
whole show without any interfer-
ence from outside.

Let us now turn to the formal
structures of governance and later
in this chapter to a discussion on
how they are, and ought to be, used.

the  Scandinavian  countries

belong to this category although

they also have several traits in
common with proportional rep-
resentation.

This categorisation is problem-
atic, not only because it does not
take into account that actual gov-
ernance and regulatory practice
may be at variance with the formal
setup but also due to the fact that
many countries found in one group
share traits from systems in other
categories.

It does, however, serve as a start-
ing point for the following descrip-
tion of elements of governance in
what could be termed the basic
model (cf. Figure 8.1) that presents
some of the fundamental mecha-
nisms of regulation and autonomy.

Figure 8.1: PSM governance — a standard model.
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pean Union regulation), the gov-
ernance structures and the finan-
cial system. The public media
law, typically a “Broadcasting
Act” and the level of funding are
revised at intervals of several
years to assure a certain degree of
stability. Parliament might par-
ticipate on the basis of propor-
tional representation in the
appointment of the board of gov-
ernors. A yearly report on the
activities is submitted to parlia-
ment either by an independent
regulatory body or directly from
the PSM organisation (or from
both) and can form the basis of a
debate in parliament.

. The government has a close rela-
tion to the PSM organisation, pri-
marily in its capacity as the con-
tracting part when setting up the
service or management contract
(or other similar regulations)
stipulating obligations and the
remit in more detail.

Some comments should be added
concerning the “management con-
tract”. As mentioned in chapter 4,
in recent decades such contracts
have become a generic steering
instrument in public administra-
tion. When used in public service
media, it can be viewed from two
mutually inconsistent angles. If
one omits the external control
implications, in many ways such
a mechanism can be a helpful tool
in the internal management proc-
ess of the PSM organisation. Set-
ting goals and regularly control-
ling the degree to which one is on
the right track is a very fruitful
method in the management of
any company or organisation.
Several PSM companies have done
this of their own volition for
years. They have published an
annual “public service budget”
setting out both their overall
goals and translating them into
more concise, often quantifiable
performance targets. In addition,
they have documented their
results in annual reports also
termed “public service accounts”.
In the public debate, this kind of
reporting has also served as a
defence when addressing accusa-
tions that the PSM organisation
has not lived up to its obligations.

Public service media in the information society

In recent years, this perspective of
societal accountability has
become an increasingly promi-
nent part of public service gov-
ernance. From being an internal
management tool, the goal set-
ting and reporting system has
been turned into a compulsory
control system stipulating
detailed performance indicators
and often requiring rather com-
plicated reporting procedures.
European Union competition reg-
ulation has accelerated this devel-
opment. When dealing with ques-
tions of “state aid offering excess
compensation” and other issues
of market distortion, it is simple
logic that you need to know what
kind of activities have been car-
ried out using the public purse.
On a positive note one can regard
management contracts and the
detailed reporting system linked
to them as a shield set up by a
friendly government to protect
the PSM institution from hostile
attacks by the private media sec-
tor. In a more sceptical vein, gov-
ernment can use or abuse these
contracts to keep a tight control-
ling rein on PSM organisations.
This suddenly results in a dubious
paradigm shift governing the
whole PSM psychological set-up.
It is as if PSM organisations freed
of governmental control would
go freewheeling out of their remit
and into a head-on competition
with the private sector.

The coin has another and more
problematic side. When PSM
organisations are forced to meet
detailed contractual obligations
often formulated in strictly quan-
titative terms they can be tempted
to err on the safe side when devel-
oping content and experimenting
with its scheduling. Will it cause
trouble if costly but important
pioneering initiatives with new
types of content and services are
deemed to be failures? Should
such development projects be
mentioned in the contract, or is it
better to play safe and make no
mention of them?

The risk of using this kind of
formal control through perform-
ance indicators is that it tends to
focus on what can be communi-

cated quantitatively (so and so
many hours of this and that kind
of programme genres, X amount
of money used for this or that
purpose and so forth). Sustaining
national culture and enriching
citizenship and the political
debate are all very difficult to
quantify. Such formulas are
easier to adopt when forcing the
PSM organisation to outsource
parts of its programme produc-
tion or to use a given amount of
its budget as indirect state aid to
the national film industry as we
have seen in several “public serv-
ice contracts”. Many “new media”
services that are an integral part
of both the production and con-
sumption of cross media formats
are more difficult to quantify
than, say, the costs of a radio
channel and its audience ratings.
Consequently, there is an impor-
tant task ahead in developing rel-
evant metrics and methods for
the evaluation and reporting of
new media activities.

. One of the very difficult problems

in PSM governance is how to
assure the necessary distance
between government and the PSM
institution. One way to solve the
problem is to install a “buffer
zone” or connecting link. It can be
a trust, a council or some other
kind of organ that can also
encompass a corporate element of
representatives from different
non-political organisations in
society. Without having any
direct governance responsibility
in relation to the PSM organisa-
tion it can be in charge of
appointing a board of governors
or the director-general. Such
mechanisms are known in one
form or the other from, for
instance, Sweden (Trust) and the
German “Rundfunkrat”. It may
well be an element in the new BBC
governance.

In the basic model shown in
Figure 8.1,  independence  is
sought by establishing a board of
governors, a characteristic of
many PSM organisations. Three
issues are worth mentioning in
this connection:

Who is to appoint the board mem-
bers? Apart from giving external



organisations such a role (as
mentioned above), it is difficult to
come up with an alternative to
government and/or parliament
in their capacity as the formally-
appointed representatives of citi-
zens and society. From an auton-
omy point of view, appointment
by parliament rather than gov-
ernment is preferable because the
element of proportional represen-
tation distributes power to all (or
most) political parties, whereas
appointment by government is a
reflection of majority rule.

Who should be appointed? To illus-
trate the breadth of the question
one can ask whether the appoint-
ment should be made on profes-
sional criteria (i.e. people with the
competencies normally repre-
sented on the governing boards of
business enterprises) or close
political allies of the political par-
ties in charge of the appointment.
It is probably unrealistic to imag-
ine that a political party would
appoint candidates without an
eye to their political affiliation.
On the other hand, appointing
political “errand boys” will lead
to the rapid erosion or disappear-
ance of independence. What is
needed are board members with a
knowledge of the cultural and
political landscape and at the
same time with the backbone and
stamina needed to secure the nec-
essary institutional autonomy.
Such people are few and far
between!

What is the role of the board? On
the one hand, the board repre-
sents its “owners” (society/parlia-
ment) and has as such an
externally-linked role in steering
and controlling. On the other
hand, the board, in line with the
board of any other corporation
(in the continental European tra-
dition), is expected to work solely
in the interests of the PSM organ-
isation, guiding and supporting
the management internally and
defending the interests of the
institution against attacks from
the outside. Depending on cir-
cumstances, the political climate,
competition and so forth, the
equilibrium between these two
can see-saw in either direction.

There is, however, a potential
conflict. If the board considers
itself as being firmly placed at the
top of the PSM organisation as its
guide and defender, it risks losing
its credibility as an instrument of
control in relation to govern-
ment. If, however, the board
“moves out” and places itself in a
more outside controlling role, the
PSM organisation will be without
a board in the normal sense of the
word.

Another issue in relation to this is
how the board should operate
within the PSM organisation. The
short answer is that it should act
professionally in the way well
functioning boards do, concen-
trating on strategy and leaving
the daily business to the director-
general and the rest of the man-
aging board. As was mentioned
above (page 36), this division of
labour is especially important in
media, and even more so in public
media. To that end, arguably the
most important task of the board
is to appoint (and to dismiss) the
management board of directors
and to shield this process from
party politics.

. If the board of governors is “on

the side of the PSM organisation”
making its governing role its pri-
ority, the system of governance
needs an independent regulatory
authority. Such an institution is
also a precondition in the PSM set
up as outlined by the European
Commission. It can be appointed
by parliament or government and
takes care of monitoring the
activities of the PSM organisation
in relation to broadcast legisla-
tion, the management contract
(“the public service contract”) and
other guidelines such as quotas
and rules in the EU “Television
Without  Frontiers” directive.
Such regulatory bodies have been
established or are in the process of
being set up in most European
countries. Normally it will receive
an annual report on activities
from the PSM organisation as the
basis of its evaluation and can
supplement the report with its
own ongoing findings. It can also
be equipped with the authority to
deal with complaints and it
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reports to parliament and gov-

ernment on its findings and eval-

uation.

A possible alternative, or rather a
supplementary way of regulation
and control, is self-regulation. As
mentioned above, many public
media corporations carry out self-
regulatory procedures as a part of
their internal management proce-
dures, with some links to the
requirements of legislation govern-
ing broadcasting and other official
regulations. From a psychological
point of view, such internal proce-
dures have clear advantages, but can
never offer the same controlling
“security” as one would expect of an
external audit carried out by a regu-
latory authority.

At the end of this presentation of
what has been called a “basic model
of governance” it should be stressed
that one thing is to put such formal
constructs on paper. As discussed
above, this can be difficult enough.
Quite another thing is its modus viv-
endi in a real world of conflicting
institutional and political interests.
Many European PSM companies are
governed within a framework
whose formal elements are the close
approximation of an ideal created in
heaven. They however often live
with a completely different reality
with frequent political interference
in editorial processes, with all kinds
of political pressure being applied
and with top management coming
and going with each new puff of
political wind.

This is often a difficult matter to
deal with because interference is so
controversial and difficult to moni-
tor and document. Open or covert
interference and pressure often
work indirectly by creating a cli-
mate in which self-imposed censor-
ship is the key to survival. Few
people in politics with inside knowl-
edge of political pressure wish to
bring it out into the open. Only
seldom do you see a director-general
complaining about being treated
with thumbscrews by the ruling
party. He or she might go public if it
goes as far as a dismissal, but even
then the courageous ones are few in
number and their complaints will
usually be forgotten or neglected
after the episode has blown over.
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Another issue — which will be fur-
ther developed in the next chapter —
is the clear tendency towards pan-
European regulation: more and
more of the regulations and controls
governing European public service
media are being lifted out of

national governance and the
national environment and are being
assumed by the European Union,
especially its competition authority
in the Commission. As we will see, it
is not only a shift from the national
to the international level. It is also a

shift of focus from the perspective of
culture, nation-building and other
holistic aspects of society to that of
and the free

movement of capital, goods and

industrial politics

services.
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9. Financing public media

As with the other main issues in
this paper, the funding side of public
service media is also characterised
by the two continually-evolving
statements: it was much easier in
the days of monopoly; and PSM is
now confronted with really serious
dilemmas.

In the days of monopoly, it fol-
lowed that because public service
radio and TV were outside the
normal supply and demand econ-
omy they should be collectively
financed. Logically enough, there
were no accusations at that time of
market distortion and “unfair com-
petition”. Today the funding of PSM
just accounts for a small corner of
the whole international and con-
stantly expanding media economy.

As has been mentioned in Chapters 2
and 3, this, and the introduction of a
number of new technologies, leads
into a very relevant and necessary
debate on the future of PSM fund-
ing.

Here are a couple of dilemmas:

How can one adapt a collectively-
financed public service to new sur-
roundings where the users to a con-
siderable degree will act and
consider themselves as customers
rather than citizens? What does one
do when consumption (as was illus-
trated in Chapters 2 and 3) gradu-
ally moves from “flow use” of a
broadcast signal (which with its
“zero marginal cost” corresponding
perfectly to collective funding) to
individual use (“on demand”), where

Financing electronic media — some general trends

As mentioned in Chapter 2, elec-
tronic media generally speaking are
underfinanced. The fast growth in
the number of channels and the cost
of delivering content through them
has not been followed by a corre-
sponding increase in revenue. This
trend has been exacerbated by inves-
tors’ expectations on the return on
the very large external investments
in the sector, for instance as the
result of mergers and acquisitions
that have taken place in recent
years.

One of the problems is the gener-
ally inadequate growth potential of
advertising. There are limits as to
how many commercial breaks one
can insert into a radio or TV pro-
gramme, or for that matter a film.

In many countries that limit seems
to have been reached. The stations
can increase their rate for slots in a
commercial break but even that has
its limits as TV channels are not
alone in the advertising market.

The growing dislike of commer-
cials among viewers observed in
many markets combined with the
emergence of digital receiver equip-
ment, mentioned in Chapters 2 and
3, has lead to a challenge to existing
models of television advertising. Per-
sonal video recorders (PVRs) facili-
tate “ad” avoidance, seriously
undermining advertising as a busi-
ness model for television.

Three reactions in the TV indus-
try can be expected, and to some
extent have already be observed.

Financing public media

“pay per view” in many ways
makes more sense, but at the same
time undermines the principle of
equal access and universality so dear
to public service media?

In the following sections we will
first look very briefly at some gen-
eral trends regarding the funding of
electronic media as the result of new
market influences and new technol-
ogy. Then a number of basic princi-
ples for funding public service media
will be discussed before going to the
main questions of this section: Is
PSM - taking into consideration
changes in the market, new “con-
sumer habits” and attitudes, new
technology, international (EU) regu-
lation — being forced to re-think its
whole financial basis?

Firstly, moving “advertisements”
into the programmes themselves
and hiding them as “product place-
ment”, a ploy which has been used
for many vyears in films and has
now become increasingly normal in
TV programmes, too. Secondly, the
rise in subscription and pay-TV chan-
nels, especially in small markets
with few households where adver-
tising is less profitable. This develop-
ment is helped by digital technology
and its generally-speaking secure
encryption systems. These changes
may lead to collateral damage for
small channels who at present often
survive by being “bundled” together
with “pro-
gramme packages”.

strong channels in
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Thirdly, the introduction of “pay
per view”, described in Chapter 3,
where the user, thanks to new dig-
ital delivery systems, leaves the flow
of a broadcast channel and only uses

— and pays for — programmes and
services on an individual basis.

To sum up: We can expect a shift
from the collective funding of com-
mercial media, primarily TV,

Funding public service media: values and principles

What will be the consequences of
these trends for public service
media? The first and most obvious
one is that for most European public
broadcasters, advertising accounts
for as much as 40% of their total
revenue streams. They have or will
encounter many of the same prob-
lems as their commercial colleagues,
although to a lesser degree thanks to
the fact that advertising is only one
source of revenue. Even more radical
challenges will come from the other
changes taking place as the result of
digitisation and these challenges
strike right at the heart and core
values of public media.

The whole idea of public media
and their role and responsibility in
society leads to a number of princi-
ples and values related to funding:

* The collective financing of public
media content is a natural conse-
quence of its nature as a common
good as is the case for education,
social welfare, health and so
forth. Although topped up by
users of public services, they have
been collectively funded by taxes
for generations. Licence fee fund-
ing was originally the natural
choice, both for economic and
technological reasons (the “zero
marginal cost” and welfare goods
aspect described in chapter 3) and
because of its nature as a collec-
tively-funded public service in
line with taxation. The economic

burden of important tasks to

assure the welfare of all members

of society should be a shared
responsibility.

* As alogical consequence of collec-
tive funding, equal and unimpeded
access to programming for every-
one should be assured, both tech-
nically and in economic terms.
Limitations following a user-
based payment model like sub-
scription or pay-per-view are
incompatible with this ideal.

* From time to time it is suggested
that funding via taxation and the
fiscal budget of the state should
replace the licence fee. The costs of
licence fee collection and prob-
lems of evasion are often put for-
ward as arguments. The
proliferation of receiver technolo-
gies is also cited as an argument
for abolishing the traditional
licence fee. These arguments all
have some bearing and we will
return to them shortly.

The strongest argument against
such a development is the risk of
closer ties to political decision-
makers and the increased dependence
it can lead to. For the public service
corporation (and its autonomy)
there is a difference on the one hand
between having a licence fee agree-
ment negotiated and decided in par-
liament for a period of several years
(which in itself is not without risks)
and on the other hand being a minor

through advertising to more indi-
vidual, user-based funding systems
like subscription and “pay per
view”.

pawn in the much larger yearly
power play over the fiscal budget. It
is also argued that the special and
direct link between the licence fee
and its use to fund public service
content establishes a healthy link of
accountability and responsibility
between the licence fee payers and
the public service institution.

All in all, the licence fee system is
the funding system that best fits
these principles and values. That is
probably the reason why the licence
fee to date has been retained in most
European countries in spite of all the
discussion and criticism. There are
exceptions; especially in areas such
as eastern and central Europe that
do not have a long tradition of levy-
ing a licence fee. Such countries are
confronted with both problems of
licence evasion and a political
system that is in two minds as to
whether to give up the licence fee
and look around for alternatives.

The issue at stake — not only in
eastern Europe — is whether there
are realistic and viable alternatives.
When the basic values and principles
listed above are coming up against
new market conditions and the
developments and introduction of
new technologies, public service
media have to tackle a number of
new thorny problems that will not
go away on their own.

New challenges — and some old ones returning with a vengeance

Before turning to these challenges
and problems, note that one very
seldom hears the suggestion that the
public, collective funding of public
service media should be replaced by
introducing or increasing the use of
advertisement, whether or not this
is already being used. When such
suggestions are tabled, they are usu-
ally turned down by commercial
media, worried about the impact
this could have on an already trou-
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bled advertising market. One might
add that the media market is already
marked by rivalry and competition
between the private and public
sector and certainly does not need
additional battlegrounds if this can
be avoided in any way.

The challenges to the future
funding of public service media can
be summed up in three main points
answering the following interrelated
questions: Will digital technology

make it difficult to collect the licence
fee? Are an evolving “consumer atti-
tude” combined with a more indi-
vidual “on demand” user behaviour
eroding the willingness of citizens to
payv collectively through the licence
fee and thereby tempting the politi-
cians to abolish it? Is individual user
payment an unthinkable way of
financing PSM? How does that relate
to the question of public media par-
ticipating in commercial activities?
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Finally, as touched upon in the next
section, what are the perspectives of
EU competition regulation?

Digital technology and the licence fee

In general the licence fee is col-
lected from households that are in
possession of a radio and/or a televi-
sion set. In some countries the crite-
rion is having “equipment capable of
receiving radio and/or TV signals
and reproducing them with the aid
of a loudspeaker or a television
screen”. That was the straightfor-
ward solution when radio and TV
tuners and sets were the only way
to receive PSM content.

Now an increasing number of cit-
izens are listening to radio and
watching video content on a PC with
an Internet connection or on a
mobile device, neither of which are
receivers in a traditional broadcast
delivery system. This is the crux of
the whole matter, with ramifica-
tions far wider than the issue of the
licence fee. Public service media have
become so intimately associated
with a specific distribution infra-
structure to disseminate its content

that the technology itself has now
become a straitjacket.

If given the chance to select anew
a collectively based funding system
for public media without being
bound by tradition nor having to
concern oneself with resistance from
competing commercial interests, a
licence fee collected from amongst
those using the content and services
regardless of the equipment in use
would almost certainly be the first
choice. But we are limited by tradi-
tions, and there certainly is opposi-
tion to the idea from a broad range
of commercial interests trying to
fence in public media in its “broad-
cast enclosure”.

As computer microprocessors in
one guise or another will be an inte-
gral part of all consumer devices in
the coming vears, as was explained
in Chapter 2 (p. 7), and as more and
more people will be able to enjoy
public media content of non-broad-

Individual use and the erosion of collective responsibilities

There is, however, one compelling
counter to the argument above. Col-
lective funding such as the licence
fee goes hand in hand with collective
use and “zero marginal cost”
making the broadcast signal a “pub-
lic good”. Precisely the same content
is brought to everybody at exactly
the same time. You may not want to
use it, but you have the option of
doing so, and your choice will not
influence the costs of delivery to
everyone else. There are, of course,
people who are offended by this kind

Pay per view

Subscription

of collectivism, in the same way as
there are those who do not like
public funding of schools because
they have no children. However the
vast majority accepts (at least some)
public money spent in areas even
though they are only potential cus-
tomers: police, health and the care
of elderly to name just a few.

What would be the response if
the supply of public media were to
leave the collective flow of radio and
TV channels? What will happen
when the audience gets used to indi-

cast platforms, there are really only
two alternatives. The first is to
expand the basis for collecting the
licence fee to all types of devices able
to receive and display public service
media and the second is to abandon
the licence fee altogether.

There is, however, a third option.
Given that only a minute proportion
of households and citizens never use
PSM and assuming that society as
such benefits from their use, one
could propose the option of chang-
ing the licence fee to a compulsory
“excise duty” collected from all
households and citizens. The argu-
ments against making it a tax (and
the revenues a part of the fiscal
budget) mentioned on page 42 still
hold true. Some European states are
moving in this direction, which has
one additional and significant bene-
fit in that it will take care of the
problem of evasion.

vidual “time shift” and “on demand”
use? Will they have the same altru-
istic collective attitude that consti-
tutes the foundation of the licence
fee? Or to turn the argument on its
head, will the licence fee payers
accept that some people are using
services over and above the collec-
tively-funded provision content,
especially when one notes that the
marginal costs of some of the new
digital services increase in function
of the number of simultaneous
users?

Figure 9.1: Different methods of funding electronic media.

Advertising

Sponsoring

Licence fee Taxation

VA2

Commercial media

Public service media

Financing public media
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The questions are illustrated in
Figure 9.1. They are far from hypo-
thetical. Should textbooks published
by the broadcaster in connection to
an educational TV programme be
free of charge although producing
the book and distributing it will lead
to extra costs that in the end will
have to be paid by all the other
licence fee payers? The same could
be said about tickets to a concert
with a radio symphony orchestra
and its recordings. All these activi-

ties will cause higher total produc-
tion and distribution costs which
rise as a function of the number of
users. Here we no longer have “zero
marginal cost” which characterises
broadcasting where an increase in
the number of, say, listeners has no
impact on the total cost of produc-
ing and distributing radio pro-
grammes.

Some of the new, individualised
media services on the Internet and
on mobile devices have the same

Figure 9.2:

economic characteristics as the
above-mentioned services outside
the “zero marginal cost” area. Cur-
rently the costs of such services are
relatively small and thus it is mainly
a question of principle. In fact, a
number of interactive services can
be handled with very low marginal
costs, for instance the basic provi-
sion of Internet services.

Financing collective and individual services.

Broadcast (collective) Individual service

Content/service

Funding

We would find ourselves in a
completely different situation if the
number of wusers in future
approached the figures we currently
have for broadcast radio and televi-
sion. With the technology we know
today, in such a situation it would
be necessary to run large and very
costly server farms with the costs
rising as a function of the number of
users.

Ironically enough cost also poses
a dilemma for the commercial serv-
ice providers in new media. On the
one hand, they do not want to share
the proceeds from this new market
with PSM organisations. On the
other hand, services provided free of
charge by public media are regarded
as a threat to an emerging business
fighting to make users pay for such
services. This dilemma might be one
of the reasons the private sector is so
eager to keep public services out of
this new field of activity.

As long as broadcasts are used by
everybody and new media services
are only marginal to operational
costs, as is the case today, there is no
problem calling for immediate reso-
lution. On the other hand, if we take
a piecemeal approach to the costs of
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Same programme/service is provided to
everybody at the same time.

Funded collectively through the licence fee.
(Zero marginal cost: More users do not
result in higher costs)

new media in what is still a prob-
lematic and nebulous field; prece-
dents may be made that lead to
more permanent and irreversible
solutions. Apart from such tactical
or strategic considerations that
cannot be neglected by public media,
this question of costs and funding
goes right to the core of the values
and principles of how public service
media should be funded — as men-
tioned on page 41 above. Regardless
of whether the user pays the PSM
organisation directly or extra costs —
for instance for transmission — are
borne indirectly by charges on the
telephone bill, accepting the very
logical and pragmatic solution of
user-financed, individualised serv-
ices is in clear conflict with the prin-
ciple of wuniversal, equal and
unimpeded access to public media
services. Accepting this funding
model might open up a Pandora’s
Box with dramatic, long-term con-
sequences for the whole funding
system of public media. In the real
world of providing new services and
covering costs, this is not a big prob-
lem. A new solution may be encoun-
tered along the way by using a new,
as yet unknown technology. Be that

The user orders an individual service such
as:

* A textbook published in conjunction
with an educational programme.

* A CD with a recorded concert by the
radio orchestra.

* Tickets to a radio concert.

* Downloads from a PSM Internet service.

The user pays according to his/her individ-
ual use.

(Marginal cost higher that zero. Cost rise as
a function of the number of simultaneous
users)

as it may, at present there are cer-
tainly very good arguments for not
opening the lock of Pandora’s box
and challenging the principle of uni-
versal access when one considers all
the problems that may well follow.

The problem cannot be reduced to
merely the question of how individ-
ualised services provided by public
service media corporations should
be financed. As mentioned above
(and in Chapter 2), we are witness
to a general trend from a collec-
tively-oriented attitude and culture,
where people were able to look upon
themselves also as citizens in a soci-
ety, to a more egocentric culture
where people are seen as consumers.
This shift in perception not only
affects the firms selling goods and
services, but also to a large extent
the individuals themselves and poli-
ticians. Ultimately these are the par-
ties who will be in charge of deciding
which services shall be provided by
society and funded on a collective
basis, and which are more effec-
tively and perhaps justly produced,
distributed and financed by means

of a “pay per use” system.

Public service media in the information society



Public service media and (purely) commercial activities

In the section above, the focus has
been on financial principles covering
the funding of a specific category of
public service activities. The ques-
tion has not been whether a specific
activity could be regarded as public
service or not, but whether PSM
should be financed collectively or on
an individual basis.

In this section we turn to a paral-
lel, but distinct issue, that of public
service corporations engaging in
activities outside the scope of a
public service remit, given that
scope is determined in “public serv-
ice contracts” as decided by govern-
ments. Such activities are by no
means a new phenomenon. For
many vears, PSM organisations
have sold programmes and surplus
production capacity to other radio
and TV stations and external pro-
ducers and ploughed the revenue
back into programme production. In
some countries, such commercial
activities have from time to time
given raised eyebrows from com-
mercial competitors and even the
occasional outburst of harsh criti-
cism.

Commercial activities of this
kind, apart from a very few public
service media corporations such as
the BBC, have only been of marginal

EU regulation

This is not the place for a thor-
ough analysis of the very compli-
cated issues concerning the EU
media market intervention in gen-
eral, and intervention in connection
with public service media in particu-
lar. Intervention pertinent to public
media takes place in two main areas:
the general Television without Fron-
tiers directive (TVWF) from 1989,
currently undergoing revision and
the more specific regulation of com-
petition carried out by the competi-
tion authorities of the European
Commission  (Directorate-General
for Competition).

The TVWF directive governs the
regulation of advertising, various
types of content quotas, the protec-
tion of minors, human dignity and
the right to reply. The revision of the
directive primarily tries to tackle the

significance and in no way of deci-
sive importance to the overall
budget of such PSM organisations.
One must admit that until a few
years ago, commercial endeavours
were not central to the focus of PSM
senior management. The pricing and
the calculation of costs were not
always something one could
proudly present to the auditors. This
has - or should have — changed, not
only out of respect for competition
authorities but because it can lead to
misuse of scarce resources, if PSM
companies do not charge external
customers a price that adequately
reflects the true costs. The claim of
full transparency is fully justified in
relation to the commercial market
and at the same time is both healthy
and necessary to assure full
accountability.

What is, however, becoming a
much more contentious issue is the
fact that, with the development of
the information society described in
this paper, the grey zone between
commercial and non-commercial
activities will be growing in the
coming years. One of the central and
characteristic aspects of the infor-
mation society and new digital tech-
nologies is encompassed by the term
“COPE” (Create Once - Publish

difficult issue of how to handle the
whole “new media area” outside
broadcasting. Will all new interac-
tive media services (down to small
private Internet sites and mobile
phone communication) be regulated
using the same rules and instru-
ments as large transnational televi-
sion channels? Probably not, but if
so, where should the relevant limits
be drawn? The directive and its revi-
sion are important for both public
and private media but the likely
impact on public media will not be
all that dramatic.

The same cannot be said about
the interventions and policies of the
European Commission in the field of
competition. It should, however, be
noted that regulation by the Euro-
pean Union in this respect is based
on a very complex and often some-

Financing public media

Everywhere). The background
research for a news story is used for
the production of both a radio and
television news programme. The
same material forms the basis for
text, audio and video at the news
site on the Internet, on Teletext and
can be “pushed” or “pulled” to your
mobile phone. These examples are
just the tip of the iceberg in relation
to what is already provided by
many public media companies
today. Some of these services might
be characterised and regulated as
genuine public service activities,
while others will fall outside the
remit and need to be treated as
purely commercial undertakings. It
will not be easy to manage separate
funding and accounting systems in
such integrated services. In a few
years’ time services of this kind will
be a matter of course for citizens/
customers, whether the information
and service provider be private or
public. PSM companies deprived of
these opportunities and services will
be regarded in much the same way
as we currently see the “printed”
media of the pre-Gutenberg era.
That is why the trends in compe-
tition regulation in the European
Union are of central importance to
the future of public service media.

what contradictory set of policies,
rules and actions. As mentioned
above in Chapter 3, p. 17, Public
service media in a competitive interna-
tional market: Yes or no?, the Amster-
dam Protocol and its inclusion in the
text of the draft European Constitu-
tion can be interpreted as firm sup-
port for public service media and the
basic principles and ideas upon
which they are founded. The Proto-
col is also a confirmation of the
right of individual member states of
the European Union to make their
own arrangements in this field.

By the same token, one should
recognise the need for international,
pan-European regulation taking
into account the size and economic
importance of the European media
industry and the fact that it operates
at international level often outside
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the reach of national regulation. At
stake are the potential for the abuse
of economic power and risks of all
kinds of market distortion that
come with both the concentration of
ownership and the internationalisa-
tion of the industry. This points to
the need for supranational regula-
tion of the media industry in line
with regulation conducted by the
European Union in other areas.
There is no reason why media
should be an exception to this gen-
eral trend.

One of the ways a free and trans-
parent market can be distorted is
when national governments assist
their own industries by giving them
economic or other kinds of support.
EU intervention in the “state aid
issue” is therefore a necessary part
of the overall regulatory regime.
With that in mind, it is no wonder
that the unique “European dual
media model” with a publicly-
owned media sector of a considera-
ble size, financed primarily by
public funds, attracts the attention
of the regulatory authorities of the
Union. Transparency rules to sort
out the various sources of funds and
their use are not only a natural and
necessary element of regulation that
is needed to assure free and open
competition. As mentioned above, in
the case of public media it is also a
way of guaranteeing that licence fee
revenues are not used illegally.

From a public service media per-
spective, the core of the problem and
the reasons for examining increas-

ingly detailed EU interventions with
some concern is that the whole reg-
ulation paradigm is based on an
industrial policy perspective and
framework. The methods used to
regulate the provision of electricity,
shipbuilding, foodstuffs and the like
are not necessarily well-suited to the
area of sustaining and developing
cultural diversity and democratic
citizenship. It seems that public
service media are currently being
pressed into the generic mould of
competition regulation. The so-
called “Altmark case” (on bus trans-
port) and the four conditions that
need to be met in order to ensure
that “state aid” is not deemed illegit-
imate will (if used rigorously) cause
serious troubles for the continued
development of European public
service media in the sense that we
understand them today. The heart of
the problem seems to be that the DG
Competition is under considerable
pressure from the European com-
mercial media sector. This pressure
consists of individual complaints
lodged by various media corpora-
tions combined with a very effective
collective lobbying.

Another serious concern is the
risk of locking up public service
media in the traditional “broadcast-
ing” closet and depriving them of
the opportunity to develop into the
areas of new, interactive media
(which, regrettably, is not men-
tioned clearly as a part of the public
service remit in the Amsterdam Pro-
tocol and the new draft constitu-

tion). Here the policy of the
Commission seems to be in line with
the aggressive stance taken by com-
mercial media players and, if imple-
mented, will give rise to the
problems and limitations described
above, Chapter 6, p.26, “New
Media” and the public service remit.

The scope of this paper does not
allow for the treatment of this
whole area that it truly deserves. On
page 12 it was argued that the
influence of governments and par-
liaments is waning due to interna-
tionalisation of the media market
and the emergence of strong multi-
national media corporations. Given
the importance of electronic media
and the influence they have - for
better or for worse — on European
societies and the lives of their citi-
zens, one can hardly resist some
degree of international or intergov-
ernmental regulation of the media
industry. As mentioned earlier, some
of the difficulties encountered with
EU media regulation are linked to
the fact that current regulation is
tailored to industry and business in
a more general sense. Members of
the European Union eagerly guard
culture as a national concern.
Although there are many good rea-
sons for such a position, one of its
consequences may very well be to
deprive the EU of the very tools
needed for a cultural counterbalance
to the present industrially and com-
mercially-oriented regulation of the
media sector.
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10.Summary and conclusions

The changes taking place in the
media market and the challenges
confronting public service media do
not stem from a single source. As
described in Chapter 2 (p. 7), we
have to look at a wide range of
trends and developments. The inter-
nationalisation of the media market
and the concentration of ownership
are two important factors. So is the
change taking place in the political
environment and the loosening of
the political regulation of the media
sector at national level.

The choice of “the information
society” as the point of departure of
this report was done with good rea-
son. The changes in the media
industry are an integral part of the
global transition from an industrial
society to an information society, a
development that is largely sus-
tained by the evolution of digital
technologies.

While technological develop-
ments have always influenced
human life on a broader scale than
just the modes of production, there
is reason to believe that we are in an
era in which technologically driven
change is more significant and is
taking place at a rate faster than
ever before. One of the key traits of
an industrial society built on mass
production has been the collectivist
culture that characterised both pro-
duction and consumption, in both
public and private spheres of life.
People currently living in the evolv-
ing information society tend to
regard themselves more as individ-
ual consumers than citizens, and

society more as a marketplace than
a community.

This broad technological, com-
mercial, communicative and socio-
psvchological turn of events is a for-
midable challenge for one of the cor-
nerstones of European culture and
civic life, public service broadcasters
and the wunique European dual
media model. In line with the seg-
mentation and individualisation of
modern society in general, public
media are moving from collective
“broadcasts” to providing content
and services tailor-made for a soci-
ety of individuals.

The main issues addressed in the
report focus on a number of possible
consequences of this development.
Chapter 3 (p. 15) describes the his-
toric background for the rise of
European public service media
organisations and addresses the
basic question of whether they are
still viable propositions. The rest of
the report assumes that the central
question is not whether we still need
public media, but rather how public
media can adapt successfully to the
inevitable changes that are accom-
panying the information society.

Chapter 4 (p. 19) presents as an
overall conceptual framework for
public service media as a societal
institution based on a “pact” estab-
lished by society and containing a
number of clauses covering in prin-
ciple all the pertinent aspects of
public service media:

* The obligations of public media.
* The remit governing their activi-
ties.

Summary and conclusions

* How the provision of public serv-
ice needs to be organised.

* The execution of the necessary
societal regulation and control.

* The way public media are funded.
These 5 main clauses are dis-

cussed in the 5 remaining chapters
(Chapters 5-9) of the report. Each
chapter presents the main issues as
well as possible new trends caused
by the interplay between the media
sector and the societal environment
of which it is a part.

In Chapter 6 (p. 24), the assump-
tions are made:

* that modern society is in need of
some kind of forces or instru-
ments to further social, political
and cultural cohesion,

* that both national European cul-
tures and the cultural diversity of
Europe as such should be sus-
tained and defended,

* that individuals and minority
groups should be catered for with
specific, targeted content and
services, and as its main conclu-
sion,

* that the mainstream supply of
media by the commercial media
market is incapable of meeting
these needs both in terms of the
nature and quality of the media
offering.

The obligations of public service
media are consequently built upon
fulfilling these four assumptions. In
Chapter 6 this leads to the following
description of the remit for public
service media:

* In principle, public service media
must be used on a regular basis
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by all citizens — it must have a
high reach.

* PSM must provide a range of con-
tent and services that are both
different from what the market
can provide and at the same time
able to attract large audiences.

* Providing content and specific
services to small groups with spe-
cific needs and to citizens as indi-
vidual consumers are also a part
of the PSM remit. This also
includes a wide range of individu-
alised “new media” services.

It is not difficult to recognise that
the various elements of the public
service remit in many ways are in
direct conflict with each other. An
of this is the
dilemma of assuring a high reach

instance classic
among listeners, viewers and other
users on the one hand and of ensur-
ing that the overall PSM offering can
differentiate itself from that of com-
mercial providers on the other. The
combination of broadcast mass
media (traditional radio and televi-
sion) and more personalised “on
demand” services will make it easier
for public media to meet both
requirements.

Chapter 7 (p. 30) presents a dis-
cussion as to how the provision and
distribution of public service content
should be provided. The case is made
consolidated PSM
organisation rather than organisa-

for a single,

tional models where PSM functions
distributed

among a number of (private) media

and obligations are
companies. While many public serv-
ice corporations can benefit signifi-
cantly from closer cooperation with
external, independent media firms,
there are several reasons why cau-
tion should be exercised when con-
sidering outsourcing core functions
in part or in whole. This applies
especially to programme production
in small European countries. The

chapter also points to the need to re-
evaluate the status of commercial
media companies that in many
countries have contractual obliga-
tions to provide PSM. The case is
made for not distributing PSM func-
tions, especially to guard against
radical solutions where the publicly
owned corporation is abandoned in

favour of a PSM “trust”.

A specific aspect of PSM organisa-
tion is the question of governance
described in Chapter 8 (p. 35). How
can one secure the editorial auton-
omy of public service corporations
when they are owned by society and
regulated and controlled by parlia-
ment and government? This key
question is linked to one of the
many unresolved dilemmas in a
period with clear trend in the direc-
tion of tighter governmental control
that risks undermining the “consti-
tutional” independence of public
media. Several models and elements
of formal organisational structures
are discussed. Given the differences
in political cultures in Europe, the
conclusion is that it is unwise to aim
for a single standard European
model of governance. The chapter
ends by highlighting the often dis-
between the

spirit and letter of the laws govern-

turbing differences

ing broadcasting and the harsh real-
ities of the daily life of PSM.

Finally, Chapter 9 (p.41) deals
with the complex question of how
public service activities can be
funded in future in a day and age
where the whole media industry is
confronted with structural changes
in its funding and where new digital
technologies are undermining both
the business models behind advertis-
ing and broadcast licence funding.
The fact that the funding of new
interactive personalised services is
not fully compatible with the collec-

tive funding through a licence fee is

also discussed. The main problem
here is that a direct link between use
and payment is in direct conflict
with the fundamental PSM principle
of equal and unimpeded access to
PSM by all citizens.

The chapter ends with a brief
comment on some of the pros and
cons of the ever more restrictive and
detailed regulation of the European
Union authorities.

As can be seen from this short
résumé and the more detailed dis-
cussion in the previous chapters,
there are several formidable chal-
lenges facing European public serv-
ice media organisations and the
principles and ideas behind PSM.
European public service media con-
stitute a unique institution that has
served as a role model or benchmark
for many other countries around
the world. Few impartial and inde-
pendent observers doubt the invalu-
able and indispensable role that
public media play in the cultural
and political life of European socie-

ties.

It is,
matter to be confronted with the

however, quite another
problems, questions and dilemmas
put forward in this report. Having
read it, few should be in doubt as to
the need for change and reform. But
how far down the path to reform
should one go if the decisions taken
along the way compromise the fun-
damental principles and sacred
values of public media in other
areas?

Ultimately it is the job of politi-
cians to agree on priorities and take
decisions. But before this is done, it
is in the best interests of each and
every one of us, dare I say it is also
our duty, to address the dilemmas
and take an active part in the debate
on public service media in the infor-

mation society.

48 Public service media in the information society



