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This first edition of IRIS plus deals with electronic conditional access 
systems and their function as gateways to digital services. It describes
which systems may ultimately restrict access, particularly to digital 
television, and explains the reasons why. It also mentions the various 
European Union and Council of Europe instruments designed to prevent
access restrictions. However, in an effort not to hinder the development 
of new markets through State regulation, the sector is very cautiously 
regulated. The ultimate aim is self-regulation by means of open 
competition. The article therefore also deals with EC competition law, 
which comes into play when market access and competition are threatened
by monopoly situations. Finally, it describes future developments, 
which will be shaped, inter alia, by the convergence of the various 
sectors affected by conditional access systems and the need for a single
regulatory framework.
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Non-Discriminatory Access to Digital Access Control Services
1. Introduction

Anyone wishing to compete in the world of broadcasting needs
access to transmission networks, content, new markets and infor-
mation. Access-related issues are therefore of immense economic
and legal importance for the European broadcasting market. 
This report deals with one specific aspect: access for digital 
broadcasters to electronic conditional access systems. Access to 
digital control systems is one of the most important links in the
chain of digital broadcasting service provision (content - marketing
of content/ bundling - transmission infrastructure - consumer
equipment - access control). Ultimately, the way such systems 
operate determines access to customers and hence to the market 
itself.

The European Commission has defined conditional access as “any
technical measure and/or arrangement whereby access to the pro-
tected service in an intelligible form is made conditional upon 
prior individual authorisation”.1 Where digital television is con-
cerned, this mainly involves the encryption and decoding of pro-
gramme signals using so-called set-top boxes. Other elements of
electronic access control include what is known as the Subscriber
Management System (SMS)2 and the Subscriber Authorisation 
System (SAS).3 One of the aims of electronic access control systems
is to ensure that programmes can only be received by viewers who
have paid the corresponding fee in advance (pay-TV).

This also means that whoever is in control of a conditional access
system ultimately decides which broadcasters have access to 
viewers in the pay-TV sector. Experience in this sector has already
shown that access system operators can exercise huge influence
over market structures and competition. A provider who is able to
establish a standard service is actually in a position to dominate the
pay-TV market and restrict or even, in a worst-case scenario, com-
pletely cut off market access for broadcasters, rival conditional
access providers and manufacturers of consumer equipment. Elec-
tronic conditional access systems therefore represent one of the
most important bottleneck facilities in the digital pay-TV sector.
Their potential influence on the market is obvious.

The following report aims to provide an overview of the current
European legal instruments that are designed to counter abuse of
electronic access control systems and thus ensure that all competi-
tors have access to these systems. It focuses in particular on the
question of access to electronic access systems and existing initia-
tives and decisions in this field.

Firstly, we shall consider the current European harmonisation
measures contained in Directive 95/47/EC4 and Council of Europe
Recommendation No. R (99) 1. The decisions taken by the European
Commission in its capacity as the body responsible for competition
in the pay-TV market will then be discussed.5

2. Directive 95/47/EC

2.1 General
The European Commission was aware of the repercussions that

the introduction of conditional access systems might have on the
European market. It therefore adopted a special regulatory instru-
ment designed to protect competition in the digital broadcasting
market – Directive 95/47/EC on the use of standards for the trans-
mission of television signals. In this document, the Commission
considers the “digital broadcasting market” to be primarily the mar-
ket for digital television services.

Directive 95/47/EC deals with various aspects of access to digi-
tal television and conditional access systems in the broadest sense,
such as the interoperability of access control systems with consumer
hardware (e.g. reception devices), the redistribution of encoded 
signals via cable and, finally, access for broadcasters to conditio-
nal access systems. These regulations are designed to ensure that
the various competitors enjoy access to the digital television 
market.

2.2 Broadcasters’ Right of Access to Conditional Access Systems
Article 4(c) of Directive 95/47/EC is the key to access for broad-

casters to conditional access systems. Member States are obliged to
ensure that the operators of conditional access services, irrespective
of the means of transmission, who produce and market access ser-
vices to digital television services offer to all broadcasters, on a fair,
reasonable and non-discriminatory basis, technical services that
enable the broadcasters’ digitally-transmitted services to be received
by authorised viewers by means of decoders administered by the ser-
vice operators.6 This applies both to independent providers of access
control services and pay-TV providers who operate and market their
own system. On the other hand, the Directive neither entitles com-
petitors to demand that a system be interoperable with their own,
nor obliges the operator of a conditional access system to guaran-
tee its interoperability with other systems (see below).7

In other words, the Directive states that services must be made
available which enable other pay-TV providers to offer their own
programmes through different decoders. This is the case whether or
not the operator has a dominant market position. Decoder providers
who have developed their own system may not deliberately withhold
access to their system – and thus access to the customer – from indi-
vidual television broadcasters, nor discriminate against them (e.g.
by favouring their own channels), nor make excessive charges for
use of their system.

However, it is left to the Member States to organise access in such
a way as to protect the legitimate economic interests of operators
who provide access.

The Directive does not, however, lay down particular standards
for conditional access systems, nor binding regulations on system
interoperability.8 Rather, it leaves it up to the operators’ self-regu-
latory bodies and market forces, such as consumer demand, to
develop standards and find ways of guaranteeing system inter-
operability. Standards are therefore drawn up mainly by interna-
tionally recognised standard-setting organisations such as ETSI,
CEN/CENELEC, ITU, ISO or IEC. The DVB Group has produced propo-
sals on system interoperability (so-called Simulcrypt9 and Mul-
ticrypt10).

However, the right of access described in the Directive is signi-
ficantly restricted from the outset. For example, it only applies to
digital television services. As well as (encoded) television services,
customers are already being sold access to online and other digital
interactive services on digital platforms, which are not covered by
the Directive.

The fact that the Directive does not deal with radio or analogue
television services may be due to the huge economic importance of
digital television. However, the Directive also fails to mention other
issues, which could turn out to be significant bottlenecks in digital
television and must be taken seriously, e.g. access to so-called Elec-
tronic Programme Guides11 and Application Programme Interfaces.12

Both of these components of a decoder system also enable the ope-
rator to control how and indeed whether viewers gain access to 
digital television.13 However, some Member States, such as Italy, Ger-
many and Ireland, have already introduced a number of far-reaching
additional regulations on EPGs and APIs when transposing Directive
95/47/EC, paying particular attention to consumer protection.

Another feature of the Directive is the clear division between
infrastructure and content. The Directive concentrates exclusively
on access to technical services rather than actual content. However,
in practice, content issues are relevant, for example in relation to
the bundling of digital channels. Vertically-integrated providers of
digital programme bouquets, who sell their channels via their own
proprietary access systems, are not obliged by the Directive to pro-
vide rival providers (of either encoded or free-to-air channels) with
access to their digital bouquet. This can lead to problems when
viewers subscribe to a particular programme bundle, hoping it will
provide them with all the channels they need on a daily basis. In
view of the trend towards the vertical integration of content and
infrastructure providers in the television market, it is doubtful
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whether the distinction the Directive draws between content and
transmission technology can continue to correspond with current
market conditions.

In regard to all the issues that the Directive fails to deal with, it
is necessary to refer back to general competition law, particularly
European cartel law and the law banning the abuse of dominant
market positions. This view is confirmed by Article 4(c) of the Direc-
tive, which expressly obliges Member States to take all necessary
measures to ensure that all access service operators comply with
Community competition law, in particular if a dominant position
emerges (see section 5 of this article).

2.3 Transposition of Directive 95/47/EC by the Member States
As mentioned above, the transposition of the Directive by the

Member States lies beyond the scope of this report. However, it can
be assumed that national regulations are similar to one another, at
least in principle, and that they contain the essential elements of
the Directive. In this connection, the following is particularly worth
noting: the wording of the Directive gives the Member States
considerable discretionary powers and freedom to draw up their own
regulations when transposing it. It is therefore not surprising that,
in countries where the Directive has already been transposed, the
measures taken are similar in respect of the most important provi-
sions, while considerable differences emerge where individual ques-
tions are concerned. This can be seen in national regulations on
EPGs and APIs, for example. There are definite differences between
the intensity and procedures with which different Member States
have approached the task of transposing and actually implementing
the regulations. The United Kingdom is a particularly interesting
case, since OFTEL and the DTI have looked in great detail at ways of
regulating the introduction of electronic access control systems.
Other Member States, such as Spain, have attempted to make 
system interoperability compulsory by law, although this proposal
was opposed by the European Commission and was ultimately
dropped.

3. Future Initiatives

3.1 General
Directive 95/47/EC is to be replaced by a set of five new Direc-

tives, currently being prepared by the European Commission, which
should create a new regulatory framework for electronic communi-
cations networks and services. The Commission claims that the pre-
vious regulations were primarily aimed at facilitating the transition
from State monopolies to a free competitive market. In the mean-
time, however, the situation has changed, since there is now com-
petition in these markets. The overriding purpose of the new regu-
lations should be to foster the convergence of broadcasting,
telecommunications and information technology (IT) and the 
gradual removal of sectoral provisions in favour of general competi-
tion law.14 Therefore, the whole communications field, including
access, will be newly regulated in a single framework.

3.2 Proposal for an Access Directive
What will be different? The most radical change affecting access

to digital conditional access systems may well be that access issues
will, in future, be dealt with under the general umbrella of access
to electronic communications networks and associated facilities.15

The proposed Directive regulates access16 to conditional access sys-
tems in conjunction with access to transmission networks and asso-
ciated facilities, including those for telecommunications.

The new proposal more or less adopts word for word the corres-
ponding provisions of Directive 95/47/EC. This suggests also that
the Commission does not believe that specific access issues in the
digital TV sector should be regulated by market forces at this stage. 

The provisions concerning conditional access systems continue to
apply to digital television only. The most obvious concession to 
further technical progress in this field is an introductory clause
stating that specific additional access regulations for EPGs and APIs
may be introduced in accordance with certain procedure, should the
need arise.

In addition to the aforementioned special regulations, the Pro-
posal for a Directive appears to make provision for national regula-
tory authorities to monitor access to and the interoperability of con-
ditional access systems as part of their general supervision of
electronic infrastructure markets. To this end, the Directive
describes a number of ways in which regulatory authorities can
intervene in actual cases of anti-competitive behaviour. The Direc-
tive also sets out a list of criteria which must be respected by the
national supervisory authorities and which are possibly also
designed to protect the economic interests of conditional access sys-
tem operators.17

The proposed new regulatory framework follows the same basic
ideas as Directive 95/47/EC: access to conditional access systems
should be provided and system interoperability encouraged in the
interests of the consumer. Furthermore, the proposed Directives
generally aim to ensure that the market is completely self-regula-
ting in the future and that sectoral regulations are progressively
removed during the transition period. Accordingly, they also 
promote the principles of freedom of contract and self-regulation
where access is concerned: access and conditions of access should,
if possible, be negotiated by the parties concerned in accordance
with economic considerations. It should then remain for general
competition law to ensure that the result complies with the need for
fair competition and that no party abuses its market power to the
detriment of others. Inter alia, the concept of considerable market
power in electronic communications markets is defined in parti-
cular.18

As far as access to conditional access systems is concerned, these
structural changes mean that, ideally, sectoral provisions should, in
future, give way to a case-by-case evaluation process in accordance
with the provisions of general competition law. It can therefore be
assumed that competition law will play an increasingly important
role in resolving access issues.

4. Council of Europe Recommendation No. R(99) 1

Council of Europe Recommendation No. R(99) 1 on measures to
promote media pluralism is also designed to foster non-discrimina-
tory, fair and transparent access to facilities and services, including
electronic access control systems.19

In this document, the Council of Europe urges its Member States
to adopt appropriate specific regulations. It stresses the importance
of fair access and of political and cultural diversity for pluralism in
the media, particularly broadcasting, on account of it’s the huge
impact broadcasting has on political and cultural plurality and the
formation of opinions. In this context, electronic access control sys-
tems are particularly mentioned as bottlenecks in digital television.
The Council of Europe also emphasises the importance of individual
access to information and the need to protect the individual’s right
to information.

Unlike Directive 95/47/EC, the Council of Europe expressly 
recommends that its Member States consider introducing common
technical standards and measures to guarantee the interoperability
of conditional access systems.

The Recommendation goes even further by tackling, inter alia,
the development of broadcasting concentrations, which might
endanger media pluralism, and suggests appropriate measures, such
as creating special media authorities with powers to take action
against such market behaviour where necessary. It also proposes
that specific initiatives be taken to prevent vertical concentrations,
which can run counter to the aims of media policy.

5. Developments in Competition Law

In addition to the aforementioned provisions of Directive
95/47/EC,20 the application of competition law is providing 
growing evidence of Community action to safeguard fair access to
digital conditional access (CA) services.

EC competition law is primarily aimed at realising the goals of
the internal market rather than at pushing through media policy
provisions. However, there can be a correlation between effective
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competition and the attainment of media policy objectives such as
the safeguarding of pluralism, which is a by-product of efforts to
prevent monopolies, to curb the abuse of dominant market positions
and to evaluate proposed mergers.21

Competition law has therefore been referred to by the Commis-
sion and the European Court of Justice in relation to specific cases
concerning media law.22

As far as access is concerned, competition law can therefore be
extremely important because it is or can be economically desirable
for companies to control every stage of the process of providing 
digital services such as television: the sale and production of con-
tent, control of access to transmission and encryption facilities,
access to transmission networks and decoding by the customer (ver-
tical concentration). This would enable them either to discriminate
against other content providers who want to broadcast their own
television programmes via digital networks and other providers of
services necessary for digital transmission, or to exclude them alto-
gether from transmission networks and service markets. The provi-
sions of competition law are, in principle, designed to counter such
structures or developments that hinder or threaten fair competition.

5.1 Legal Standards
As far as primary legislation is concerned, the relevant principles

of competition law are found in Articles 81 et seq. of the EC Treaty
(ban on cartels, abuse of dominant market positions, public and
monopolistic undertakings), while under secondary legislation, the
most important instruments are the Cartels Regulation No.17/6223

and Regulation No.4064/89/EEC24 (“Merger Regulation”).
Regarding access to digital services, this means that abuses such

as the denial of access to particular content providers by owners of
access infrastructure and technology can be banned on the basis of
Article 82 of the EC Treaty.

On the other hand, merger controls can prevent dominant mar-
ket positions from developing through company mergers.

Mention should also be made of the “essential facility” princi-
ple,25 which is derived from the ban on abuse of dominant market
positions in the sense of Article 82 of the EC Treaty, and which
states that such a position arises when companies own or control
fundamental requirements and facilities for the provision of a ser-
vice – facilities that competitors rely on in order to provide their
own service.

The European Commission is responsible for the practical imple-
mentation of these standards. Its strategy for dealing with bottle-
necks in the pay-TV sector is described below, with reference to
selected decisions under competition law. Our study aims to show
firstly whether specific decision-making practices can already be
identified in the application of competition law to problems of
access to conditional access systems, and secondly to what extent
this issue has played a role in related cases and what can be learnt
from this.

5.2 Commission Decisions
There appear to be no decisions in which the competition-related

aspects of a company’s control of conditional access systems are pre-
dominant. The relevant Commission decisions can be classified more
generally as relating to non-discriminatory access to digital tele-
vision.

In these decisions, the Commission seems primarily to want to
protect competition in the various markets it defines. Thus it hopes
to prevent situations in which a company might endanger competi-
tion by abusing its dominant position where conditional access sys-
tems are concerned.

5.2.1 MSG Decision26

This decision is relevant because the Commission stipulates that
the market for services that tend to go together with pay-TV, such
as conditional access services, should be treated separately from
pay-TV under competition law.27

The case concerned the intention of Bertelsmann AG (Bertels-
mann), Deutsche Bundespost Telekom (Telekom) and Taurus Beteili-
gungs, a holding company owned by the Kirch group (Kirch), to cre-

ate a joint venture called MSG Media Service Gesellschaft zur Abwick-
lung von Pay-TV und damit verbundenen Dienste mbH (MSG). The
object of the new company was the technical, business and admi-
nistrative handling of payment-financed TV and other communica-
tion services, including conditional access and customer manage-
ment, and to provide the infrastructure necessary for the supply of
digital TV and related services. The company would therefore, as
provider of content, conditional access and the transmission net-
work, have been involved in every stage of the digital pay-TV
process (vertical concentration). Accordingly, it would have had to
negotiate access to its services with other programme providers who
wanted to transmit their products using this infrastructure. 
MSG would thus have been able to influence the choice of other
providers who also wanted to broadcast digitally. On account of the
specific interests of the companies that owned MSG, the non-
discriminatory choice of providers would have been threatened and
those companies would have been able to dominate the pay-TV 
market.

In defining the relevant markets that existed apart from the
market for cable-TV networks, the Commission distinguished for the
first time between the pay-TV market on the one hand and the mar-
ket for administrative and technological services (particularly elec-
tronic conditional access services) in the pay-TV sector on the other.
This distinction was made because of the specific technical require-
ments of pay-TV.28 MSG would have become the only supplier in the
latter market in Germany.

Such a position would not, in principle, have constituted a 
dominant market position likely to endanger competition in an
emerging market, since that future market would remain open to
future competition. It would therefore have only amounted to a
temporary monopoly.29

However, the Commission decided that this was not the case,
since it thought that, even in the development phase, there was a
danger that MSG would remain the only provider of these pay-TV-
related services in the long term and thus close off the market alto-
gether.

A decisive factor in this decision was the fact that the companies
wishing to form MSG were each already in a position, as well as and
on account of their existing positions in certain market sectors, to
establish parts of the digital pay-TV infrastructure and provide 
corresponding services. Telekom’s particular strength lay in its 
ownership of a broadband cable network and its monopoly of the
fixed telephone network, through which it controlled the two main
means of transmission that could provide the return channel
required for interactive digital television, and the customer base.

As well as their own channels, rights to further programmes and
privileged access to the content of other (free-TV) providers, 
Bertelsmann/Kirch – through Premiere, the only pay-TV supplier –
already had a subscriber base and associated administrative and
marketing structures.

A merger would have prevented possible competition between
the companies involved. Once MSG was established on the market,
potential competitors would have been unable to gain a foothold in
the market for technical and administrative services for pay-TV in
the face of the combined competitive advantages and particular
strengths of Telekom/Kirch/Bertelsmann.30

The encryption technology in the d-box, the decoder for the
only pay-TV channel, Premiere, was based on the use of a pro-
prietary system. Any other provider of payment-financed services
would therefore have been forced to license this system if it wanted
to reach viewers via the d-box decoder.31

Even if a common interface were used inside the d-box, enabling
the encryption technology to be designed so that any other pay-TV
or service provider could operate its own conditional access and sub-
scriber management system using the existing (MSG) decoder base,
the Commission thought that the right to lay down conditions of
use might be open to abuse.32

As the provider of a comprehensive service package, MSG would
therefore have had a competitive advantage in the market for con-
ditional access and subscriber management services where techni-
cal matters were concerned.33
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The concept of interdependent markets is clearly seen in the
Commission’s explanation. Power in just one market sector had
repercussions for all the others, particularly in pay-TV. This was a
result of the specific nature of digital transmission, each stage of
which was built on the previous stage (content, access, encryption,
decoding, EPGs). An unusual market situation in one stage of the
process could therefore affect all the others. The Commission’s aim
is to keep all markets open. It endeavours, with reference to the 
various instruments of competition law, to achieve this objective by
treating markets separately while taking common development (ver-
tical concentration) into account. Since market power may not be
abused in other markets, such as pay-TV itself or cable networks
(separation of markets), any influence exerted on conditional access
systems by players in these sectors should be prevented or at least
kept in check.34 On the other hand, however, the aforementioned
interdependencies, particularly the influence of the CA system on
the pay-TV market must be taken into account, so that this notion
of treating all the markets as one should apply also in the assess-
ment of the individual market constituted by pay-TV services (par-
ticularly where access to CA services is concerned). When deciding
whether a market is open, the evaluation of market power in a sin-
gle market depends on whether the company concerned is also
involved in other up- or downstream markets.

An important element of this decision is that, for the first time
in the pay-TV and access field, the Commission found there to be
vertical concentration over several relevant markets, since there was
a clear danger of a dominant market position in the conditional
access sector having a reflex effect on the pay-TV market (inter-
dependence of markets).

5.2.2 Nordic Decision35

This decision, in which the joint venture Nordic Satellite Distri-
bution (Nordic), set up by Norsk Telekom AS, TeleDanmark A/S and
Industrifoervaltnings AB Kinnevik, was denied permission to pro-
vide satellite transmission services and distribution services via
cable networks or direct-to-home broadcasts for television pro-
grammes in the Nordic region, reinforces the Commission’s practice,
initiated in the MSG decision, of defining markets and monitoring
vertical concentrations.

In its definition, the Commission stated that considerable 
differences existed between the two modes of distribution both
technically and financially,36 as a result of which the relevant mar-
kets needed to be split once again. The assumption that a separate 
product market existed for the provision of pay-TV-related services
to viewers and TV providers requiring access was also strengthe-
ned.37 However, the markets were not divided again according to
transmission technology (analogue or digital) because, in future,
only digital technology would apply and competitors already in the 
digital market used both systems.38

5.2.3 Bertelsmann/Kirch/Premiere39

and Deutsche Telekom/BetaResearch40 Decisions
The basic structures in both these decisions are the same as 

in the MSG Media Service case, since the companies involved 
were again – in their capacity as providers of content, infrastruc-
ture and conditional access technology – partners in a proposed
merger.

The Commission ruled that the mergers would create and
strengthen dominant market positions in the relevant markets of
digital pay-TV in respect of related services or (in the Deutsche
Telekom/BetaResearch case) in the cable network market, a dif-
ferent level in the pay-TV distribution network, and that this could
restrict non-discriminatory access to digital access systems.

As a result of the merger, d-box technology, the decoder used by
the parties for the unscrambling of their transmitted signals, would
in practice, as a proprietary conditional access system with the
aforementioned drawbacks,41 become the digital standard in the
German-speaking area. The same was true with cable transmission,
since the parties had agreed that Telekom, in providing technical
services for digital transmission of TV programmes on its broadband
cable networks, would rely exclusively on Beta access technology on

the basis of the d-box decoder. Through its regional companies,
Telekom, as a broadband cable operator, controlled the level 3 net-
work vital to the distribution of cable television, from the cable
head-end, where the digital programme signal was received and fed
into the cable network, to the boundary of the individual house.
Any potential pay-TV supplier and any other potential supplier of
conditional access services would be obliged to use Beta access and
encryption technology and Kirch’s d-box decoder as far as the
Telekom cable network was concerned.42 The same applied to the
satellite pay-TV sector, in which Premiere would control conditional
access systems and BetaDigital, jointly owned by Kirch and Bertels-
mann, would operate a transmission centre and provide the services
connected with processing and broadcasting.43

In the Commission’s opinion, the undertakings made by the com-
panies concerning, inter alia, pay-TV services44 (involvement of
other companies in BetaResearch, disclosure of the d-box interface,
provision of non-discriminatory access, other providers no longer
obliged to purchase the Premiere bouquet) were insufficient to 
guarantee unimpeded market access to third parties.

The access issue itself was not the main consideration in the
Commission’s report. Its assessment largely concerned the pay-TV
market. In the companies’ view, cable operators (other than
Telekom) would be able to acquire rights to Premiere programmes
and bundle them with other providers’ programmes, as part of a co-
operation agreement. Meanwhile, competitors’ dependence on tech-
nical services, created by the division of the cable network into 
levels 3 and 4, would be overcome. Hence, other providers could be
considered as potential competitors for the creation of an alterna-
tive pay-TV programme and marketing platform. However, these
undertakings, which were aimed at keeping the pay-TV market
open, were not legally binding and were therefore rejected by the
Commission.45

As far as the access issue is concerned, however, the companies’
undertakings concerning d-box technology are of particular inte-
rest. The companies offered to disclose the API interface of the 
d-box network46 and to supplement the native API with a standar-
dised interface, which had not yet been developed. They would also
keep to all future DVB standards.47 In addition, a share in Beta-
Research, which administered the technical basis of the d-box sys-
tem and was controlled by the three companies, would be opened
up to third parties via an intermediate holding company, which
would enjoy the same rights as the three other shareholders. 
Significantly, information about the technical development of the 
d-box and its operating software in particular would therefore be
made accessible to third parties. In the Commission’s opinion, this
undertaking could, in principle, solve the problem of the control of
technology by programme suppliers (Bertelsmann and Kirch) to the
exclusion of other pay-TV providers.48 However, since the fourth
shareholder would be an intermediate holding company, the three
original owners of BetaResearch (Kirch, Bertelsmann and Telekom)
would still have a majority vote and, with their two votes, Kirch and
Bertelsmann would be able to block any decision that went against
their interests as programme providers. Ultimately, therefore, the
undertakings did nothing to prevent Kirch, Bertelsmann and
Telekom from controlling the technology behind the conditional
access system.49

As a possible solution in principle, with reference to the afore-
mentioned undertakings, the Commission said that the structural
control of the technological basis of digital pay-TV (and its further
development) could be abandoned, i.e. the conditional access 
services market in particular could be opened up.

However, it should also be noted that the Commission again 
mentioned the other relevant markets in its decision – in this case,
the pay-TV programming market in particular. In its overall assess-
ment of the undertakings, it directly linked the conditional access
and pay-TV markets together because, even if control over the 
technology were relinquished, operators would need to be given a
realistic chance of establishing an alternative programme and mar-
keting platform in the German pay-TV market and this would not
have resulted from the arrangement proposed by the three compa-
nies.50
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5.2.4 British Interactive Broadcasting/Open Decision51

In proceedings taken under Article 81.3 of the EC Treaty, the
Commission authorised the creation of the company British Inter-
active Broadcasting (BiB) by the British Broadcasting Group plc
(BSkyB) and British Telecom (BT).

In this decision, the Commission for the first time showed that
the pattern of its previous decisions concerning pay-TV and related
services also applied to types of electronic service other than those
previously dealt with.

In addition to BSkyB’s pay-TV service, BiB was to provide so-called
digital interactive television services using the BT cable network and
set-top boxes. These were new applications, separate from traditional
pay- or free-TV, offering additional features such as e-commerce, 
e-mail, on-line learning and computer games. In particular, the ser-
vices included so-called on-demand applications such as video, com-
munications and home shopping services. These would, in future,
offer direct marketing and sales between supplier and consumer.
Since they were distributed using the same transmission networks as
pay-TV and were controlled via the same CA systems, the question of
non-discriminatory access also applied to this bottleneck facility.

In the market for digital interactive television services, the co-
operation of the companies amounted to an appreciable restriction of
competition under Article 81.1 of the EC Treaty.52 The creation of the
joint venture would eliminate possible competition in this sector
between the two companies, since both were able to bear the tech-
nical and financial risks of launching such services alone. Here also,
in finding there to be a restriction of competition, the Commission
took into account all the markets together, referring to the parties’
market positions in related markets (telecommunications, pay-TV
and particularly customer access infrastructure).53 Community law
was also applicable because trade between EU Member States was
affected.54 The agreement particularly impeded access for potential
competitors in the relevant United Kingdom market. In addition, the
services could technically be provided in other European countries.

However, the Commission thought competition had not been
restricted because the conditions for exemption set out in Article
81.3 of the Treaty, under which exceptions to the ban on cartels
could be made, were fulfilled. The joint venture, on account of the
planned conversion of the cable network to broadband technology,
contributed to technical progress and, through the extended range
of communications and commercial possibilities for providers of
goods and services, to economic progress. Moreover, competition to
provide many of the relevant products was not eliminated by the
venture. Besides BT, there were many other potential providers of
digital interactive television services.55

Of particular relevance to our study are the measures laid down
by the Commission to offer third parties access to the set-top boxes
that were controlled by BiB and used both for BSkyB’s pay-TV ser-
vice and for BiB’s interactive services. Not only should the mecha-
nism by which providers paid to use the infrastructure be transpa-
rent and non-discriminatory, but the technical services (e.g.
encryption) should also be made available to other providers.56

These measures, designed to promote access, were necessary because
competing providers of digital interactive services were anxious to
gain access to the existing BiB/BSkyB set-top box infrastructure for
financial reasons.57 If they were denied access to these boxes via
conditional access systems, a substantial part of competition on the
downstream services markets would be eliminated.58 The Commis-
sion therefore demanded that BSkyB should develop and operate
common encryption systems using Simulcrypt59 with interested par-
ties, subject to appropriate agreements. The parties were also
ordered to provide interested parties with information about the
technical specifications of the set-top box, including any proposed
changes to the specifications.60

This decision therefore goes further than Directive 95/47/EC,
which does not mention the problem of access to interactive digital
services provided in addition to pay-TV. The importance of compe-
tition law thus becomes clear, since through its general provision on
the prevention of anti-competitive market positions, it can be
applied to individual cases and deal with new trends, including
technical innovations.

5.2.5 Kirch/BSkyB Decision61

This decision also deals with the “convergence concept”, ie the
Commission’s intention to protect competition in the markets it
defines, including those outside the broadcasting sector, and to
monitor the dangers of vertical concentration. The Commission
authorised the merger of Kirch Vermögensverwaltungs GmbH & Co. KG
(Kirch) and BSkyB, as a result of which KirchPayTV GmbH & Co. KG
(Kirch Pay-TV) fell under the joint control of the two parties.

As well as its involvement in BiB,62 BSkyB broadcasts analogue
and digital television services via satellite and cable. These include
pay-TV, conditional access and subscriber management services. The
Kirch group is a similarly structured company, which also, through
its subsidiary BetaResearch, operates thematic pay-TV channels and
conditional access systems.

The Commission did not think the proposed merger was likely to
create or strengthen a dominant market position in the pay-TV mar-
ket. BSkyB was unlikely to enter the relevant market (German pay-
TV) in the immediate or near future. The problem of access in this
sector was therefore not aggravated by the merger.

However, reservations were expressed concerning the creation of a
dominant position in the newly defined market for digital interactive
television services, since BSkyB, through its involvement with BiB,
provided this kind of medium for goods and services in the United
Kingdom. The merger would have enabled Kirch Pay-TV to profit from
its partner’s technological expertise and help in funding the develop-
ment of the technical infrastructure in Germany63 in order to be the
first to enter this market. The role played by pay-TV in this form of
marketing should also be noted. Pay-TV was considered likely to be a
“driver” for digital interactive television services because pay-TV and
other interactive television signals could be transmitted together and
because it already boasted an infrastructure used by large numbers of
customers. This meant that the more customers a pay-TV platform
had, the more attractive it was to digital interactive service providers.
Since the Kirch group led the pay-TV market on account of its pack-
age of premium channels,64 it would have been the only company
capable of providing pay-TV in conjunction with digital interactive
television services in the foreseeable future. As Kirch was also able to
control access to pay-TV through BetaResearch technology, it also
controlled access for digital interactive television service providers to
this technology and thus to the market. As well as dominating the
pay-TV market, where Kirch’s d-box was not the only decoder capable
of receiving pay- or digital TV65 but was the only one able to process
and decipher Kirch’s pay-TV channels, the d-box, as a set-top box
equipped with the corresponding Beta software, would have become
the standard decoder for interactive services. Other competitors who
also wished to develop an infrastructure for digital interactive services
were also working - just like Telekom - with BetaResearch technology
or were afraid of making further investments because of KirchPayTV’s
domination of the market.

Once again, the problem of the proprietary system arose, since
any other operator who wanted to offer this kind of interactive ser-
vice via the d-box would be dependent on a (main) competitor for
access to transmit its service.

The management of subscriber data, which was also carried out
by BetaResearch, was particularly relevant in this case. In order to
optimise the range of interactive services provided, it was vital to
analyse viewer behaviour. However, the difficult situation arose
whereby one competitor (Kirch) would have been able to analyse the
subscriber data of other providers.

The Commission concluded that the undertakings made by the
companies concerned compensated for the creation of a dominant
position in the market for digital interactive television services. It
therefore granted authorisation.66

Kirch was to ensure that all interested third parties should, on a
non-discriminatory basis, be able to use technical services sup-
ported by its platform. Access for third parties’ applications to
Kirch’s d-box system was also to be guaranteed, since the d-box
decoder would contain an API standardised by the Digital Video
Broadcasting Group (DVB), based on Java technology and accessible
to all. Hence, the d-box would be able to understand operating sys-
tems other than its own.
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In order to provide operators of other technical encryption plat-
forms with access to the d-box, the negotiation of Simulcrypt
arrangements was to be made easier.

Despite the fear that Kirch might aspire to a dominant position
in the market for digital interactive television services, the Com-
mission authorised this merger. An important reason for this was
the desire to promote technical innovation through the introduction
of new sales techniques. However, the crucial “market” for all 
existing pay-TV services had to function as a counterbalance in a
fair, non-discriminatory way, as suggested by the Commission’s
assessment of the undertakings made by the companies. 

6. Summary and Outlook

By means of Directive 95/47/EC, the European Commission
established a code of conduct for providers of conditional access ser-
vices in order to offer market access to actual and potential com-
petitors. All providers of digital television services are obliged to
guarantee fair and non-discriminatory access to electronic condi-
tional access systems, irrespective of whether the system operator
holds a dominant position in the relevant markets. This should not
only facilitate market access and provide a secure legal basis for
investment, but also protect viewers’ rights to a pluralistic range of
services and free access to information. The underlying concept is
obvious: by controlling an electronic conditional access system, an
operator can exclude its rivals from the market and deny viewers
access to their services. Such behaviour can have unwanted reper-
cussions on market structures and competition. The Directive is
therefore designed to forestall possible abuses. However, other
important aspects, such as the standardisation or interoperability of
systems, are left to the self-regulatory mechanisms of the parties
themselves.

In such circumstances, the provisions of general European com-
petition law, particularly Articles 81 and 82 of the EC Treaty, apply.
The Commission has made clear that general competition law is and
will remain applicable alongside Directive 95/47/EC and the proposed
Access Directive that is to replace it. General competition 
law will particularly come into play in situations where Direc-
tive 95/47/EC does not apply, e.g. access to EPGs and APIs or to 
digital interactive services, anti-competitive behaviour resul-
ting specifically from the existence and abuse of dominant market
positions, and issues arising prior to the access stage, i.e. the 
prevention of concentrated structures that might endanger compe-
tition. If sufficient competition genuinely emerges in broadcasting
and related markets in the future, the Commission has said that
these sectors could be regulated exclusively by general competition
law.

Neither the ECJ nor the European Commission in its role as com-
petition watchdog have yet had to deal specifically with situations
in which access to electronic conditional access systems has been
unfairly denied. A survey of decisions made by the Commission and
ECJ in similar cases in which access to key positions has been
impeded could shed some light on how these issues might be dealt
with if complaints were made about alleged abuses.

However, a number of recent Commission decisions taken in
merger control cases relate to the pay-TV market and, inter alia, the
importance of the use of conditional access systems. As we have
seen, the relevant decisions mainly concern the development of
anti-competitive structures. It is clear that, in certain market struc-
tures, the control of access systems threatens to cause serious dis-
ruption to competition, maybe even to close off markets altogether.
There is a danger of vertical concentrations and associated dominant
positions in up- and/or downstream markets that are essential for
the provision of pay-TV services (e.g. content, infrastructure and
conditional access facilities). This can particularly lead to conflicts
of interest that run counter to the general principles of fair compe-
tition. If a company that controls conditional access systems also

markets its own content, it may be tempted to abuse this position
in order to exclude potential competitors from the market.

With these dangers in mind, the Commission has tried, since its
MSG decision, to keep the pay-TV and related markets open, firstly
by laying down conditions for mergers and subsequently by banning
them altogether. This proved necessary, particularly in the early
development phase of the market, when many companies that
already held strong positions in analogue TV (or related) markets
were moving into the digital sector.

In this connection, the British Interactive Broadcasting/Open
and Kirch/BSkyB decisions are particularly relevant, since they
show how the Commission has adjusted its position in reaction to
technological progress. For the first time, the Commission consi-
dered that electronic conditional access systems could play a role
not only in pay-TV but also in interactive digital television services
- an aspect which Directive 95/47/EC, for example, did not cover.

Clearly, not every vertical concentration structure is dangerous
per se. Concentrations can result from internal growth and eco-
nomic progress, with the aim of cutting costs, optimising efficiency
and particularly of recovering the often considerable initial invest-
ments. However, competition can be seriously damaged if it becomes
clear that the parties to a merger are able to impede the entry of
potential competitors on a lasting basis.67 Nevertheless, if the com-
panies concerned can persuade the Commission that the market will
not be closed off in this way, the Commission may authorise such a
merger. For example, in the Kirch/BSkyB case, the Commission
accepted the companies’ undertakings to offer other providers of
digital pay-TV and interactive television services access to their own
system and to guarantee interoperability.

In certain cases, a trend can be seen whereby access issues in the
pay-TV market are dealt with mainly by self-regulation. This
approach is also apparent in proposals for a new regulatory frame-
work for communications services and facilities. These state that,
ideally, in a competitive market, basic conditions of access to net-
works and facilities such as electronic conditional access systems
should, in principle, be negotiated according to economic factors by
the companies concerned. If the market does not function satisfac-
torily, additional specific regulations such as Directive 95/47/EC
can be introduced during the transition period in order to help pre-
vent abuses. General competition law also applies during and after
that period.

These principles are also reflected in the Council of Europe’s 
initiatives. In its Recommendation No. R(99)1 on measures to 
promote media pluralism, the Council of Europe expressly 
draws Member States’ attention to the danger of abuses of control
over digital conditional access systems and urges them to take spe-
cific measures. The European Community’s experiences can also be
helpful and stimulating for non-EU members of the Council of
Europe.

The Council of Europe Recommendation also mentions once again
the link between free access and effective competition on the one
hand and the protection of pluralism, politically and culturally
diverse services and content and the individual’s right to unre-
stricted access to information on the other.

Therefore, both institutions, in a (technical and economic)
process that is characterised by openness to change, have begun to
create a legal framework in such a way that different options are
applied in a reasonable way, either cumulatively or one after the
other.68 Accordingly, technical and market conditions influence
whether and for how long the aims of creating and maintaining fair
competition can be pursued through sectoral regulation on the one
hand or competition law on the other. If, in general competition
law, market concentrations resulting from mergers are monitored by
means of ex-post controls, the need for sectoral regulation of (partly
liberalised) markets may remain for longer. This is particularly true
in situations where few or only one provider is able to set de facto
standards in emerging markets.

Natali Helberger, Institute for Information Law (IViR)
Alexander Scheuer & Peter Strothmann, Institute of European Media Law (EMR)
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