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The purpose of this Commmication is to be put before the Council and

Parliament:

- the analysis made by the Camission of the prospects for the European
audlovisual market at the end of the year 1989 vhich was marked by the
holding of the Audiovisual Conference, the launching of the EUREKA
audiovisval programme, the adoption of the “Television without
frontiers" Directive, the adoption of the Community strategy in the
field of high-definition television (HDIV) and pursuing the pilot phase
of the MEDIA programme (messures to promote the development of the
audliovisual industry);

- the way in vhich the Commission intends to respond %o the guidelines
laid down by the last thres Furopean Councils, in particular the one
vhich met in Strasbourg, which "considered it essential to comsolidate
recent achievements" and expressed the hope that "the efforts to produce
the Europsan HDIV system will be stepped up, that the Community action
programme extending MEDIA will receive the necessary financial support
and that the necessary synergy with audiovisual Bureks will be ensured”.

This is thus a position paper which provides the framework for overall
action and lays down the specific desdlines for each of the three sections
of the audlovisual “triptych": the rules of the game, the programme
industries and new techmologies. It responds to a legitimate expectation
of informstion on the part of the Council and Parliament, though it does
not presume to prejudge the treatment which will be reserved in parallel,
ard sometimes simultaneously, for various specific proposals.

This document takes largely into account the analysis made and the
recomendations drafted by the mumerous professionsls of this sector who
attended the Audiovisual Conference held on 30 September 1989 in Paris and
who performed a major task on behalf of the European audiovisual industry.

0. Summary
1. The European audiovisual market

Adainst a background of rapld and constant change, the European audiovisual
mmisseemmamopri&tedﬁvelomtmlmﬂytommmm
take the place it is entitled to claim.

Subjected to the pressure of a world market domineted by American and
Japanese firms, the structural oomstraints of the Buropesn wmwarket are
abstacleetobecvezwmeamitbementmadequ&cyofsupplymmtion
to demand must be faced in & resolutely dynamic spirit.

We must expeot a oontimuation of the techmological change which is
upsetting the traditional relations between those imvolved in the
audiovisual industry by offering new opportunities for distribution ard a
diversification of sources of income. The gradual exploitation of these
new opportunities coupled with changes in regulations is accompanied by an
increase in demand which is oausing a new industrial dynamism in which
independent production is trying to find its appropriate place.



a ghar of risks at level, the promotion of the programme
ing European

2. An overall Commmnity policy

Definedazﬂoonﬂ.medbythelast Councils, ty
policyaimsatdevelopingooordimtedactiongeamdtothreeissu&: the

t of the rules of the game, promotion of the programme industry
andmstm-yofnewbechnologies.

In line with the Principle of subsidiarity, achievements in this field (the
television without frontiers Directive, the joint stratedy in respect of
promotion of HDIV and implementation of the MEDIA pilot programme) must be
supplemented by in-depth action.

A. The basis provided by the television without frontiers Directive must
besupplanentedsoastoomstitubeanenvuomentbeneficialtothe
campetitiveness of the avdiovisusl industry.

with the problems presented by oshle distrbotie and gatellite
broadcasting by seeking, within the framework of & draft Directive, a
consensus reflecting e balance betwesn the various interests involved.

N%itﬂ&m%m%ﬁdevﬂomtofmemﬁﬁm

iore, & policy of competition guided by & conoarn for legal gecurlty
to meke it possible 4o énsure an effective conbaimment of
alds and evoid the crestion of new obstacles deriving from
agreements contrary to the rules of competition.
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Finally, the Caanission will look at how 1t can help to promote indeperdent
production and encourage the development of a secondary rebroadcasting

market, taking account of the prime role the Member States will have to
play in this area.

B. The MEDIA programme, which will end its pilot phase in 1600, will, in
1991, have to be the subject of a Council Directive on the continustion and
intensification of its activities as part of an action programme to promote
the auwdiovisual industry. VWith an eye to the single market, MEDIA has
demonstrated 1ts ability to inspire synergles by creating networks of
crossfrontier cooperation and attracting public and private capital by the
use of seed capital. By giving priority to the SiEs, MEDIA is contributing
to the restructuring of the audiovisual industry snd seeking to promote a
balance between the large and smell national industries. Upstream and
dovnstream of production as such, MEDIA is developing a set of
supplementary operations which derive the specific value from the Community
dimension and which are geared to the four main aspects of this issue:
distribution, production, training and financing.

As part of its forward-looking dynemism, MEDIA will explore new filelds of
actlon and cooperation such as the new audiovisual services, audiovisual
facilities in +the less-favoured regions and collaboration with the
professionals of other European countries.

The proposal for a programme to support the audiovisual programme industry
will also include & major camponent, "Fureka audiovisual", so as to ensure
synergies, in line with the wishes expressed by the Strasbourg European
Councll, between the two initiatives and in order to establish legal bases
for Commnity participation in Eureks Audiovisual.

The new programme, to fulfil another wish expressed by the Strasbourg
European Council, will have to receive the necessary financlal resources.

C. As regards new technologies, the Council is moved, on the one band, by
the wish to optimalize the exploitation of the new broadcasting facilities
deriving, in particular, from the development of satellites. To this end
it will draft a proposal for a Directive to replace the 1986 Directive on
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the family of WAC/packets standards and, as part of the telecommunicatlons
policy, 1t will send to the Council a Commnication on satellite
camunications in Europe. Cn the other hand, in the wvital fleld of
Furopean HDIV, Commmnity action will aim mainly at Implementing a
coordinated and plarmed strategy for its gradual Introduction in Europe
over the 1862 to 1805 pericd.

Apart from its commltment along with industrialists to the development of
the technologies themselves as part of Eureka 85 and under 1its research
programmes, the Comission has brought about the setting-up of a European
Economic Interest Grouping (EEIG) which brings together mamfacturers of
equipnent, producers and distributors so as to pramote the European system
by means of demonstrations and the Iuilding-up of & stock of quality
programmes. At the same tiwe, the Councdil, on & proposal from the
Commission, adopted a Decision on joint actlon to ensure adoption of the
European standard for programme production and exchange as a world standard
at the meeting in May 1900 in Dusseldorf of the International Broadcasting
Advisory Committee. '

5. External aspects

The direct externmal implications of this Comunity audiovisual policy are
many and various. The setting-up of the single market and, in particular,
the free movement of programmes against a background of rising demand
provides major opportunities to both Commnity and non-Commnity
entreprensurs in the audiovisual sector.

The technological field involves an ‘“"extermal cooperation” aspect with

major implications, especially with regard to the promotlon of the European
HDTV standard.

Furthermore, the Community is taking part in the intermationsl talks now
under way, especially those under the aegis of GATT (Uruguay Round) on the
liberalization of intermational trade in the services sector.

4. The work plan

The work plan shows the main deadlines in 1980 for the implementation of
the Commuinity’s audiovisual policy.
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1. The European andiovisual market

Against a background of rapid and constant change the Europsan audiovisual
Industry is seeking an appropriste development space 1ikely to enable it o
take the place 1t is entitled %o claim.

The sector covers the cinema, video and television, but this definition is
teriing to be overtaken by technological developments, for developments in
information services, consumer electronics and andiovisual products are
converging to such an extent that thelr present desigmations are likely to
be no longer valid in a few years’' time. At the ssme time, new inberest
groups are emerging, Including equipment memufacturers, advertising
egencles, mskers of electronic games and video discs, and multimedia
groups. Corbined with a major rise in demand on the part of both
households and undertakings, the technological developments now under way
are throwing into disarrsy the oonditions under which the European
avdiovisual lodustry 1s operating.

One of the constralnts we have to put up with in trying to inventarize this
sector is the lack of data -~ and the unrellability of what data exist.
Those relating to final recelpts, which represent same 60% of the sector’s
turnover, show that these recelpts amount to BCU 16 thousand million for
the Community as compared with ECU 33.5 thousand million for the United
States. However, the two hours a day which the average European sperds in
front of his television set and their impact on the general public in terms
of news, consumer fashions and 1life styles are such that the sector’s

importance cannot be measured solely in terms of its contribution to
the GDP.

1.1 Diagnosis — characteristics of the European market

Having developed mainly within a national framework, +he Furopean
audlovisusl Industry has somewhat the lock of a random mosaic, put together
in the context of a market open to the outside world and on the basis of
structural constraints imposed by the current organization of the market in
Burope.

1.1.1  The context of world markets

To think of the audiovisual sector solely in terms of nationmal criteria
vould be a mistske, for there are several audiovisual markets competing
with each other. As regards fiction, there is not only & world market, but
language markets and national markets. As regards news, we also discover
local or regional markets. The part played by American firms in the
creation of a world market - firstly as regards films and the cinema and
then as regords television programmes and videos - and their level of
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development (roughly double that of the auvdiovisual industry in Europe)
give them a predominant position on the world market. Hevertheless, other
countries such as Australia, Brazil and Japan (as regards cartoons) have
also been asble to establish themselves in this market. It is, above all,
ownexshlp of a stockplle of ready-to-go programmes and an efficient
marketing structure vhich are the prerequisites for success on world
markets. The existence of this world market means that no policy can be
concelved exclusively in terms of Buropean conditions, but must also take
that market into account.

1.1.2 Organization of the market In Europe

The orgenization of the market in Europe at the present time constitutes a
series of structural constrailnts on 1ts development. For example, the
cinems and television bave treditionally functiomed as separate activities
despite the large mumber of f£ilms shown on television. From the beginning,
the European television networks tock the form of organizstions integrated
vertically with thelr own production studios and often their own
transmisslon facilitlies. There was very little inducement for +these
hreadcagters to embark on a transpational activity bscause their rescurces
and aims were lald down originally in purely national terms in their
broadeasting charters. Debarred from producing television programmes, the
Clnems, Iodustry remained highly fragmented.

This sltvation is very different from that existing in the United States,
were a regulation of the Federal Communicatliong Comudlssion forbids the
networks to programme their own productions with the exception of news and
sports coverage. The major Americsn studlos were thus able to diversify
into the production of television programmes, assisted in this by the
erergence of a secondary market of rebroadcasting by local stations. Thus
there bas always been & balance between producers and distributors in the
United States, a balance vhich is lacking in Europe.

Structurally speaking, +the sudlovisual sector 1s characterized by the
existence of a large mumber of small and medium-sized uvndertakings, often
. highly enterprising, which domivate at the production stage, confronted by
very large undertakings at the distribution stage, especially as far as the
television networks are concerned. This concentration mey be ettributed in
part to the lack of & natlonal secondsry market for programmes broadcast in
Burope, made up of local and rebroadcasting stations. Another factor is
the Inzdequate lialson between the verious stages of the sector, which
detracts from the efficlency of the sestor as a whole.

However, the audiovisual scene in Europe is chenging very repldly, mainly
because of the combining of changes in regulations and in technology. The
declsion by the public authorities to allow new networks to broadcast,
something wade possible in part by the development of carle and satellite
television, combined with a prolongstion of the daily amount of screen time
of exdsting networks, has brought about an explosion in the mumber of hours
prograxmed . _
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1.1.3 The situation of the programmes market

Tn 1988, Europe bought 700 million dollars’ worth of programmes from the
United States. However, the present imbalance between supply (production
of programmes) and demand on the part of broadcasters is to be understood
exclusively as the result of a mmber of developments in the audiovisual
sector and therefore as revealing more desp-seated difficulities rather than
as a problem in iteelf. The European shortage of television programmes, c
recent phenomenon, is to be explained both by high productlion ocosts,

y for fiction, and by the inorease in broadcssting hours. The
decline in film production resulting from the 40% drop in cinema box-office
takings in the 1980s and the rise in costs, which has not been offset by a
compsrable increase in income from video and television broadcasting
rights, have exacerbated the problem.

Given viewers’' wmarked preferemce for programmes of national origin,
recourse to imports from the world market is seen above all as being made
chiefly for want of a better solution, for rights to the stock of existing
Buropsan programmes are held by competing national broadessting companies,
which may refuse to allow new entrants to use it. Being umahble elther %o
produce or to buy enough new products to fill their schedules, nev entrants
are obliged to obtain their supplies from stocks which are available and
easily accessible elsewhere, i.e. mainly Awerican products.

1.1.4 Impact of the new technologies

The impact of the new technologies is to be felt throughout the sector and
entalls a substantial increase in the capital required vwhilst at the same
time eliminating what used to be unavoidable technical restrictions. For
example, high-definition television way have a series of implications for
the operation of the audiovisual sector. Firstly, high-definition
technology increases the tendency towards convergence between television
and cinema production, a phenomenon which is teking place for commercial
reasons. Secondly, it has major consequences both for the large-scale
consuner electronics industries, emtalling, as it will, the re-equipment of
homes wlth receivers, and for broadcasting methods, especially satellite
broadcasting. The high-definition video standard is also likely to be of
interest to firms, which are purchasing more and more andiovisual services
for their training and commmnication needs. ILastly, the large mumber of
microprocessors which the high-definition standard will necessitate will
probably cause receivers to become intelligent machines, around vhich the
development of new interactive services could be envisaged.

The emergence of the new technologles is creating major needs as regards
training and will require special efforts in the field of pramotion.



- 10 ~
1.1.5 Rising demand

¥hile the new technologies dictate the future opportunities for the
development of the audiovisual sector, the demand situation largely
corditions the decision to exploit them. The audlovisual sector is onme in
vhich demand is increasing substantially. This increase can be attributed
both to the increase in leisure time, immovations such as video recorders,
vhich make it possible to defer the consumption of television programmes
and to enlarge the awdience for clmems films and, incveasingly, for video
productions in their own right, as well as to the more abundant supply of
television programmes. This increase in demand finds expression in greater
firancial resources generated by increased television advertising (from
ECU 2 700 to 8 500 million in the 1982-83 period), the hive and purchase of
video oassettes (BCU 2 900 million), subscriptions +to ocable networks
(BCU 680 million), sponsoring and direct payment for ocertaln stations.
Despite the decline in cinema takings (which have recemtly stabllized and
in some countries, such as the United Kingdom, are rising again) and the
stabilization of the television licance fee, the trend remalns positive.

1.1.86 Industrial dynamism

The combined effects of the increase in demand, technological innovations
ard the change in the system of regulation have given rise to a new
industrial dypamism. Manufacturers of equipment have therefore begun to
integrate vertically towards the production of programmes. At the same
time, powerful multimedia groups ere forming around certadn printing ard
publishing groups followed by & large mumber of other printing concerns.
The advertising business is financing programmes which can then be traded
for eadvertising spots. The water distributors are using their
technologlcal and merketing capacities to inmvest in cable television.
Faced with these new competitors, some television companies bave reacted by
pursulng vertical Integration and internationalization strategles.

Vhereas this upsurde in activities may be a sign of dynamism, the losses
currently suffered by the majority of new entrants into the audiovisual
sector could have seriocus long-term consequences. Indeed, firms whose
centre of interest lies in the avdiovisual sector could see thelr financial
sltuation deteriorate while new entrants ocould withdraw while their
invegtments are still limited. The way would then be open 10 investors
from third countries.

The European auvdiovisuval sector has a high development potential: a
potential which is nonetheless held back by wesknesses of & structural
nmature.
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1.2.1 Cuitural diversity and market fragmentatlon

furope’'s rich ocultural diversity represents both an advantage and a
disadvantage — an advantage as a source of remewal to an indugtry in vhich
creativity plays a decisive role, & dissdvanbtage as a factor In the
fragmentation of the market in terms of language, preferred types of
broadcast and mexdimum viewing hours, not o mention the obstacles arising
in the field of distribution and transmission. However, other sectors,
such as advertising, are likewise faced with problems of this nature amd
have succeeded in taking advantage of the sitvation. Indeed, the capacity
to overcame linguistic and cultural barriers should bhe an asset to the
Buropean audiovisual industry in conquering world markets, especlally since
languages other than English are still very widespread (German in Eastern
Europe, French in Africe, Spanish and Portuguese in Iatin America).

1.2.2 Industrisl structures

The existence of & large number of high-performance SMEs and a number of
broadcasting bodies with a world reputation constitute definite assets.
However, faced with the rise in the production costs for fiction and the
investments to be made in new equipment, the modest size of European firms
is beginning to make itself felt, especially in the field of production.
For example, in 1985 none of the 100 largest campanies classified by
turnover was a leisure or media group and only 15 of the list of the
500 largest European cawvpanies by stock exchange quotation belonged to that
category.

Production based on ad hoc projects with specially selected teams is
finding it increasingly difficult to secure adequate financing. The
weaknesses of the distribution system are adding to this problem. As
regards the cinema, it is the lack of & distribution network - on the lines
of that operated by the big Hollywood studlos - which is particularly
disturbing. The inadequate develomment of video (BCU 3 000 million as
against BCU 7 000 million in the United States) and the fact that 40% of
distributors are controlled by American companies also represent wealmesses
in the Buropesn structures. As regards television programmes, there is the
problem of the inadequacy of the broadcasters’ resources, which differs
according to the type of programme and the size of the broadcaster. In the
case of fiction, production costs have become so high that very few
hroadcasters are able to make such programmes with thedir own budgets alone.

1.2.3 Tnadegquate profitability
Fragmentation of the market and 11l1-edapted structures have resulted in an

te level of profitability in all areas of the audiovisual sector
despite the rise in demand and the diversification of sources of finance.
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The poor coverage of risk by the financlal system raises the rate of return
required on the capital and reduces the mmber of projects accordingly. At
present, improved profitability depends above all on more intensive use of
new FEuropean productions and particularly of existing stocks through
retransmission on patiomsl and local secondary markets, more Iintensive
exchanges within Europe and an increase in exports to third countries.

Cmnbati:zgtbewealmessesoftheﬁuropeana;ﬁiovismlsectordanaxﬁs
coordinated action designed to overcome the current fragmentation of the
market, find adequate financing and promote new technologles while
safeguarding diversity.

~ Overcaning the current fragmemtation

The establishment of an area without borders allowing for the free movement
of ‘television ©broadcasts is a fundamental instrument for the
internationalization and therefore for ensuring greater profitability of
production. :

Furthermore, the development of an independent production industry, by its
nature more capable of operating on a large market, and the emergence of a
gemuine secondary market will contribute to the establishment of a single
European audiovisual area.

- Finding adequate financing

The inadequate coversge of risk is a factor which exacerbates the problem
of financing in the European audiovisual sector. While individual
aundiovisual production projects are subject to a high risk of failure, this
is no longer the case when one considers the sector as a whole. The
creation of an appropriate European financial framework therefore depends
on the distribution of the risk over portfolios of projects set up on a
European scale by mobilizing new investment instruments, which the
provisions governing free movement of capital and securities markets can
help to emerge.

~ Promoting new technologies

In & ocontext of swift changes, advantage has to be taken of the
opportunities offerel by technological developments in the field of

broadoasting and production so as to promote the expansion of the European
audlovisual market.

Furthermore, technological success and in particular the challenges of
European HDIV represent primary objectives for ensuring the competitiveness
of the European audiovisual industry on the world market of tamorrow.
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- Dlverslity

The Buropean audiovisual sector can only thrive in an open and coampetitive
market. The development of this warket must be condlitdoned by the strict
application of the rules om competition and the certainty tha% any messures
of a regulatory, industrial srmd sectorel %ype which are adopted will be
conducive to its development.

The avallability, adequacy and rellability of data are essential
requirements for the development of the wmarket particularly for
decision-makers in firms, but also 1f consultation between and with the

various occupatiomal categories is to teke place on the basis of clear
information.

~ Exploiting BEurcpe's culturel diversity

Fllms and television programmes are an important cultural vector. The
exploitation of Europe's cultural diversity can contribute more than it
does at present to intensifying Europe’s audiovisual capacity. This will

in turn help the Buropean cultures to thrive both in Europe and on the
world scale.

At the same time, trends towards concentration in the media sector and the
develomment of multimedia ownership call for a certain vigilance as regards
their implications for the pluralism which our democratic soclieties must
Jealously guard.

Taking edvantage of the opportunities end meeting the challemges of the
European audiovisual sector admittedly requires the establishment of an
appropriate framework by the public authorities. However, responsibility
for the development of the audiovisual sector in Europe lies first and
- foremost on the efforts to be made jointly by the wvarious operators

directly imvolved: creators, producers and distributors, broadcasters,
investors, wmwanufacturers of equipment and advertisers form in their
diversity the only real European audiovisual “strike force".

2.1.1 The overall approach ard its principles

The establishment of an appropriate framework for the development of the

European audiovisual industry depends on the combined efforts of the Member
States, the Commnity and Europe as a whole.

Member States play a primary role in this field, particularly in view of
their responsibilities as regards the establishment of hroadcasting bodies
and devising national support systems or cultural policies.

At the level of Europe as a whole, there are two identifiable frameworks
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for action: the Council of Europe, whose convention on transfrontier
television provides a patural extension of the Commnity directive on the
free movement of broadcasts and Audiovisual Eureka, which offers a
cooperation framework embracing 268 countries and the Commission.

As for the Community, it occupies a specific place defined by the
integration ohjectives on which it is based, the first and foremost
vhich is the establishment of e gemine ares without frontiers where
people, goods, services and capital circulate freely.

In this context and in a mamnmer consistent with all its activities, the
Commmity, whilst strictly respecting the powers conferred by the Treaty,
will base its initiatives in the audiovisual field, on the principles
governing Community action, i.e. subsidiarity, Community added value and
respect for national measures which conform to Community law.

In order to take account of the industrial, technological and cultural

complexity and specificity of the sector, this policy is based on a

three-pronged approach which the European Council of Rhodes comsolidated in

1988 by fixing the basic political guidelines for action on a European

scale 1n the audiovisual field:

- the overall cbjective is to strengthen Furope's audiovisual capacity;

- this requires coordinated efforts in the three fields of the audiovisual
sector l.e. the rules of the game (free movement of programmes); the
promotion of the programme industries (creation, production,
distribution) and mastery of the new technologies (particularly HDIV);

- this also requires greater awareness at Community and European level as
well as the exploitation of European cultural diversity.

It is an overall approach both as regards the objective fixed by the
European Council and through the means which it outlines, i.e. coordinated
efforts in the three main components of the audiovisual sector. As the
previous chapters show, this approach is fully Justified both by the
in-depth analyses carried out by the Commission in 1988 and by the lessons
drawn from the Audiovisual Conference. In the design and implementation of
measures devised in order to achieve the overall objective, there is a
need, in view of their considerable interdependence, to safeguard the
balance between the three components. The measures in question must be
mutually complementary, which, amongst other things, implies their
slmultaneous implementation. Nonetheless, the specificity of each of the
three camponents implies, from the point of view of implementation, a
diversity of methods suited to each of them (depending on the case,

regulation but also recommendation, encouragement, consultation,
orgenization).

The edoption of the “Television without frontiers" Directive, the
developments of the pilot phase of the MEDIA programme and the definition

of a strategy with regard to HDIV form the platform for the overall policy
in vhich future action must be rooted.

of
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2.1.2 Fobure action

In view of the progress made in 1088, the European Council of Strasbourg
was concerned to reaffirm, on the ope hand, the lmportance which 1t
attaches to audiovisuel policy and, on the other, the need to mske
sjmumusprogress&sregazﬁs%chofthet}meeoonwmts
the Council considersd it lmperative to consolidate recent achievements
vhilst Iindicating the need to add to the regulatory component,
particularly by means of measures in the field of compstition policy;

- at the same time, it called for more intensive efforts to promote the
Europsan HDIV system, for the Commnity action programme in the
prolonged MEDIA programee to be given the necessary financial support
and for the appropriate degree of synergy to be established with
Audiovisual Eureka.

These guldelines have conditioned the drafting of the Camission’'s work
pregramme for 1990 and will guide its implementation (see 4 below).

The permanent sssessment of the impact and relevance of Communlty measures
implies the existence of appropriate machinery for the analysis and
monitoring of the audiovisval market situvation. In this context, the
Commission will continue to participate, in the Avdiovisual Eureks
framework, in the establishment of that European body to monitor the
audiovisual secbor called for by almost all professional circles at the
Audicovisusl Conference. This new structure respords to the need felt by
all private and public operators for reliable, neutral, transparent and
acocessible information on the aundiovisual sector.

In order to meet these requirements, the role and methods of operation of
such a body must be defined with the parties involved so as to safeguard

not only its independence with regard to both public authorities amd
professionals but also its operastional efficiency.

The task of the monltoring bodies should bs to collect, process ard
disseminabe economic, statistical and documentary data concerning the
various aspects of the audiovisual industry in a mwanner which is compatlble
with arnd does oot create anmy duplication of the work of existing bodies.
It should also contrilute to the development of a methodology emsuring the
comparability of data.

The monitoring body should therefore act as the central chamnel for
information between the various potential users, professionals, public
authorities, universities, research institutes, etc.

In the light of these guidelines, the Comnittee for Audiovisual Eureka
Coordinatcors bhas instxucted & tesm of experts to examine the practical
arrangements for the operation of the monitoring body. These experts will
present thelr reconmendstions during the second half of 1880 with & viev o
setting up the body before the end of the yssr.

At the sarme tinme as the Commission is involved in the establishment of
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the monitoring body, it will contimue to develop, particularly with a view
to the implementation of the Directive, its own internal capacities for the
eoonomic and industrial apalysis and survey of the merket.

2.1.4 Copsaltation machinery

Consultation of the professiovals constituiss ore of the principles
governing the Commlsslon’s activity ard the esisting machinery has already
largely contributed to the various positions on the sudiovisual sector
adopted by the Commission.

The Commission nonetheless considers it particularly important for the
machinery for consulting the professiomal circles 4o be those which best
sults a sector of the ecomomy with particular industrisl structures and
cultural specificlty. The need for a new consultation framework is to be
felt in particular in the fleld of the programmes industry, where a wide
renge of parties such as creators, distributors, employers’ and workers’
representatives and consumers have to be imvolved. To this effect, new
nechanisms based on the positive experience of the Awilovisuval Conference
will be proposed to the clircles concerned in the first half of 1920.

The establishment of a minimum legal framework must enable the operators
concerped to develop their activities in a gemuinely Europesn audiovisual
area. The adoption of the "Television without frontlers" Directive and the
measures to be taken in the copyright field sre the bhasic components of
this framework. However, 1f obstacles of a structural type subsist, the
beneficial effects expected of the Europsan audiovisual ares will not fully
materlalize. The measures to be carrled out in order €0 promote
independent production, the develomrent of & secord broadossting market and
distribution circults must specifically contribute to overcoming these
obstacles. The proper f‘unc’cioni.ng of the area thus crested must also be
ensured by the application of the law on coampetition and the safeguarding
of wedia pluralism.

In the context of the intermal mwarket, one of the principles of which is
t of the free movement of services, the "Television without frontiers"
Directive sets out to ensure the application of this principle to
telsviglon broadcasts bhetwesn the Mewber States. The harmonlzation of
mtionel laws deriving from the Divective in the fields of the pramotion,
istribotion end production of televislon programmss (;na:z‘ticulaz-}.y
independent };ﬁ‘cmc’sim) edvertising, éspomefiﬁg, f“.z,ghi of reply amd
wrotestion of winorg, cowbinsd with the prinoiplie of the epplicetion of the
lew of the brosdossiing State slone hencaforth constitute = common legal
frapswork facilitating the fres reception and retransmission of troadcasts
from ancther Member State. Thus, from this angls, the Directive
contrilutes also %o that freedom of expression es recognized in particulsr
in Article 10 of the Buropean Convention on Bumsn Rights.
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2.2.1 Copyright

The legal framework established by the Directive has still to be amplified
on the question of copyright. At a time when cross-frontier broadcasting
has, as a result of technology, become a reality amd, by legislation, a
free right, its exercise must be accompanied by an effective protection of
copyright in all the Menber States in order that the holders of such rights
may benefit fully from the European dimension of broadcasting.

Falling a Commnity approach on this question, the legislative
compartmentalization and legal insecurity due to differences in the various
national protection systems will constitute a disincentive to investment in
creativity, limit opportunities for the exploitation of creative works,
encoursge piracy and prove detrimental or advantageous, depending on the
nature of the ledal system applied, to certain of the interested parties.
In the event of inaction, the Europesn audiovisual space will be set up
artificially wholly on the basis of the legal opportunities left open, to
the detriment of all, in general, and of creativity in particular. There
ls therefore a common interest among all the parties concerned that the
question of copyright be handled within a Community context.

To resolve this question, apart from work undertaken in the context of the
1988 Green Paper (OOM(88)172 final) on copyright - for example concerning
rental rights — an initiative will be taken with a view to determining a
new approach. The principal aspects of this initiative will be the desire
to maintain a balance between the various interests and to facilitate,
particularly for satellite and cable transmission, the management of
copyright and neighbouring rights on a contractual basis, in respect of
individuals or corporate entities, or on the basis of extended collective
agreements, taking into account the growing need for rights to be
administered no longer in terms of mnational territory but in terms of
broadcasting areas and taking into account the real audience.

Such action will be the subject of a proposal for a Directive and should
tackle the problems posed by cable distribution and satellite broadcasting.
It should consider the question of application of the principle of the law
of the country of transmission and, as far as possible, a minimum level of
harmonization of certain basic rules. A Commission discussion paper will
shortly be submitted to the professionals for consultation with a view to

the possibility of framing a proposal for a Directive before the end
of 1920.

2.2.2 Market structures and competition
-~ Production

On the production side, the most important measures to be taken concern
promotion of the independent production of television programmes. Given
the experience aoquired by broadcasters in the production of quality
Prograxmes in Burope and the curremt shortage of programmes, it would seem
insppropriate to consider separating production and broadcasting as in
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the United States. It is a question rather of creating the conditions for
gemine competition whereby the hroadcaster can be gulded in the cholce of
whether or not to use an outside producer, based on the cost/benefit ratio
offered compared with his own production.

All action should be aimed at creating a sufficlently broad market to
enahle independent producers to develop auntonomously and find the necessary
financing. This 1s because there 18 & minimum threshold below which
programne production becomes a one-off activity without contimiity, with
the result that the development of a gemuine market is not possible.

Article 5 of the "Television without Frontlers" Directive provides for
measures to encourage independent production, allotting them 10% of
transmission time or of the programming kudget. Article 3 of the Directive
enables Member States to go further. In addition to legislation, there are
several means which should henceforth be employed to promote independent
production. One of the criteria of the Community policy will be pramotion
of this sector, particularly in the context of competition and of Commundty
programes .

lastly, adapting the rules oconcerning the acquisition of rights by
broadcasters could prove equally important in €he pursult of thig
chjective. Currently, the pre-financing which accompanies the placing of
an external order for a programme by & broadcasting compsny is most often
divided into two parts. One part concerns rights of first transmission
within a specified ares for a limited perlod, and the other conserns repeat
rights and rights of first transmission over areas other than those covered
by the broadcaster. Reference is habitually maede to network shares and to
co-producer shares. Recourse to major co-producer shares deprives the
producer of marketing ocontrol over his work and greatly reduces his
opportunities to call upon the financisl markets. This 1s beceuse ihe
comtributions of finance Institutions are often based on the successive
recelpts which they consider achievable Ifrom the ssle by the producer of
his repeat transmission rights.

The Commission will examine how it could promote the possibility of
irdeperdent producers retaining rights over the ownership of their works.

~ Distribution cdrcults

As stated In the first section, the distribution circuits for sudiovisual
works in Europe are deficlent in several respects. In the case of the
cinema, ard video, European distributors cspable of kringing out a film or
videocassette in all European countries at the sarxe time, with sdequate
promotion budgets ~ after the fashion of America’'s major distrilkutors — are
currently thin on the ground. Promoting the emergence of such distributors
mst become one of the prioritles of Europe's audiovisusl ssctor. The
steps that the Commnity can teke to encoursge such structures sre Limited.
Hevertheless, in the lmplementation of its messures and policies (WMEDIA,
competition policy) and in the ocombext of its participstion in
EURERA-Audiovisual, the Commission will take account of the need to
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pramote the development of adequate distribution networks for European
filns and videocassettes.

The creation of a secondary market represents a necessary complement to the
promotion of independent production since it will create the possibility of
profitable production through multiple broadcasts and the conditions for
germine competition between broedcasters.

The secondary market may be made up of local or national broadcasters, by
networks which rebroadcast programmes belonging to a foreign channel or by
networks aimed at Europe as a whole. The importance of radio chamnels and
radic links for the broadcasting of television programmes, the importance
of television for access to news and the natiomal characteristics of the
prograxme markets mean that the Menmber States for a long time will perform
apreminentroleintheesta.hhshmentoftelevﬂsiondmmelsmﬂthe
conditions under which they operate. For this secondary market to develop,
it is necessary that its specific features be taken into account when
broadcasting licence decisions are taken in respect of a ‘television
channel . Thjsmeanstha.tseoorriarymamketchamelsshouldnothavemposed
upon them conditions difficult to sustain in terms of production proper Or
programme schedules.

- Cartels and abuse of dominant positions

Competition problems have arisen in three markets:

The structural weaknesses in this field and the extremely vigorous
cooperation from outside the Community mean that cooperation between EEC
campanies may be needed, whether in the field of co-production or
distribution.

At the Audiovisual Conference, recommendations were made on the application
of campetition law to the media, calling in particular for the adoption of
block exemption regulations or guldelines for oertain agreements on the
production and distribution of cinema films and television films. The
Gmmdssionwﬂlseektor&*po:ﬂtottﬂsoa]lbydrawﬁngupgxﬂdeun&s.

The Commission tends to apply the following principles:

- Articles 85, BSMQOofﬂleEECITeatyapplytou:dertakmgsinthe
audiovisualiniustryinthesamew&yastourdertakmgsinother
economlc areas;

- Commnity efforts to create a unified market in +the products and
services sector must not be called into question by the re-erection of
barriers through contractual arrangements contrary to competition rules;

-mviewofthediffic\ﬂteoommiositua.tioninthefﬂmaniw
production sector and given its cultural function, & positive approach
on the part of the Commission towards inter—company cooperation is
justified. However, theCmmﬂssionhastoeosurethataba.lanoeis
mdntadnedbetweenthemeasumtakeninthevaxiwsnanbersmb%ani
that their nationals are not discriminated against;

- the granting of exclusive television rights is not in itself
antli-competitive; however, agreements which are excessive in their
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scope or duration or which impose additiomal restrictions on the parties
may fall under Article 85(1).

(b) Market for TV broadcasts

The Commission’'s main concern here is to keep markets open and to prevent
barriers to market entry. In particular, the Commission wishes to ensure
that all broadcasting companies have appropriate access to attractive
programmes and is therefore endeavouring above all to prevent programme
material being withdrasm from the market as a result of collective
long-term arrangements. Likewise, the Commlssion is opposed to agreements
vithin groups of TV hroadcasters by which Joint rates and conditions are
fixed for the use of their programmes by third parties.

Agreements or practices relating to the joint acquisition or distribution
of television rights normally fall within the scope of Article 85(1).
Exemption 1s possible if Jjoint aocquisition or distribution allows
ratiocnalization advantages to be achleved and if no barriers to market
entry by competitors are set up. Vhere rights are Jjointly acquired by
menbers of multinational associations, it must be ensured that non-members
have appropriate access to the relevant programme material. This can be
achieved through limitations on exclusivity or through the granting of
sub-licences.

(e)

The Commission wishes to see an increase in supply in this area because
such a trend would help the expansion of the second market. Consequently,
its action in this sphere will be guided by essentially the same principles
as those which apply to the previous two sectors.

— framework for State aids

On the basis that a strong audiovisual sector 1s necessary in the
Commnity, for ocultural as well as economic reasons, the Commission
recognizes that State aids have a role to play in developing this sector
ard plans to take a positive attitude to this question.

In the past, the Commission has on numercus occasions authorized the
granting of State alds to the film industry, provided they meet the
conditlons laid down in Article 92(3)(c) of the EEC Treaty. It has sought
to emsure, however, under the terms of the same Article, that trade between
Member States is not adversely affected by such ald to an undue extent, and
also that the terms of the ald, in accordance with Articles 7, 48, 52
and 58 of the Treaty, 4o not discriminate against nationals of other Member
States. The Commission will maintaln its positive attitude towards ald to
this sector and will publish in 1990 - after consultation with the Hember
States - o framework for State alds to the svdiovisual sector.

The Commission guldelines will cover all types of ald, including tax
incentives, taking into account the different characteristics of the cinema
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film ard audiovisual production sector. This framework will help to ensure
equal opportunities for the companies in this sector, while at the same
time indicating the Commission’s wish to see a develomment of audiovisual
production in Europe.

2.2.3. Pluralism and mergers

With regard to the already mentioned increase in the mumber of mergers
involving the media, the Commission considers that the establishment of the
European audiovisual space does not derive merely from its wish to pramote
the audiovisual industry but also from the importance attached by the
Community to the requirements of a democratic society, such ss, notably,
the respect for pluralism in the medie and for freedom of expression. The
Commmity’'s evdiovisusl policy seeks therefore, also, to ensure that the
eudlovisual sector is not developed at the expense of pluralism but, on the
contrary, that it helps to stremgthen it by encouraging, in particular, the
diversity of the programmes offered to the public.

¥hereas the activitles of media operators have increasingly assumed a
European dimension, the response to the effects these may have, in certain
cases, on pluralism has, for the time being, not gone beyond national
limits. National legislation, existing or plamned, could be circumvented
ard would not therefore be sufficient to guarantee pluralism in all cases.
Moreover, this situation, characterized by a multiplicity and disparity of
national laws, may produce the opposite effect of limiting the activity of

operators who could contribute to a growth of pluralism in the
Member States.

Nor is the application of Commnity competition law, in particular
Articles 85 and 86 of the Treaty, able to cover all situations in which a
threat to pluralism is posed, notably in the case of multimedia ownership.
Likewise, the Regulation on mergers, adopted on 21 December 1989, covers
canly large mergers which affect competition on the merket in question.
This is why that Regulation provides that Member States may contime to
apply their national legislation on the protection of pluralism and freedom
of expression when the Commission does not take steps to counter a merger
in the media.

On account of the lmportance it attaches to the cbjective of malntaining
pluralism, the Commission is studying this question with a view to a
possible proposal for & Directive, whose aim would be ©o harmonize certain
aspects of natlonal legislation in this field.

2.2.4. Other aspects
- obstacles to transmational production activities
For audiovisual programme production to bemefit fully from the completion

of the single market, it is important to verify whether practice and the
effective implementation of the principles of free movement have been able
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to remove obstacles to transnational activities.

The Commlssion will pay special attention to the implementation of freedom
of movement in respect of production teams and persormel; this applies
also to audiovisual equipment and the impact of certain tax procedures om
cooperation between European producers.

- saudience ratings

The development of an audience rating system capable of measuring the
viewing rate of a hroadcast over the whole of its transmission ares would
be highly desirable. Such a system could improve market transparency by
enabling producers and broadcasters to assess a programe’s potential on 2
European scale. For satellite transmissions, this system could demonstrate
to advertisers the advantage of using this type of transmission and would
therefore promote advertising growth. The system would also assist the
calculation of royalties.

The Commission will study with the partles concerned how 1t could
contribute to the drawing up of procedures for the develomment of a
pan-European audience rating system.

2.5.

2.3.1. Developing the achievements of the MEDIA pilot phase

As regards support for the programme industries, the Commission’s approach
is based essentially on a wish to improve the economic context of those
irdustries with an eye to the advent of the single market.

Before presenting a definitive programme, the Commission has sought to
assess pragmatically the instruments of a development strategy.
Accordingly, on the basis of broad consultations with the professionals, 1t
lannched pilot projects to measure the relevance and effectiveness of a
series of economic incentives for the aundiovisual sector.

acronym M.E.D.I.4. standing for

These pllot projects were grouped under the

NEASUT SLUAR

Thelr subsequent development depends on the Council’'s decision. Under the
1990budgetprwedure,the%mﬂssionmdertmkmmtmthemncﬂa
Proposal for a Decision to contimue the activities of the MEDIA Programme
as fram the 1991 financial year. By this commitment, the Comission is
preparing to hring the MEDIA experimental phase to a close; it proposes to
passontotheprmcipalphaseaspartofa%«munityactimprograme,
providing for the necessary synergy with FUREKA-Audiovisual. The
Cmuissionisr%pmﬁjmgtherd:ytomewishexpr%sedbythesuasbourg
European Council.
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Initsproposal,theConmissionwﬂlrefexaﬂsototheOPHnmsexpr&csed
by BEuropean professionals at the Audiovisual Conference, namely that the
MEDIA project were of exemplary value and should be developed, in liaison
with EUREXA.

In additionm, admmmstanﬁalassmtofl@ﬂisbeingu:ﬁertakmbya
Group of Indeperdent Experts. The Commission will study carefully the
comments of this “Brains Trust" and will take account of their conclusions
in its proposal for an Action Programme.

2.3.2. Guidelines for the main phase of MEDIA

The Commission is seeking to improve the enviromment of audiovisual
enterprises without intervening directly in production. Hence, the MEDIA
rrojects are located both upstream and downstream of production along the
industrial chain and ocover training, vresearch and development,
preproduction, multilingualism, distribution and pramotion, as well as the
financial framework and audiovisual “engineering”.

As from now, the collective entirety of these projects combines all the
corditions required of a Community programme.

It 1s in line with the prospect of the single market.
- It seeks to meet the Cammunity’s priority objective in creating in
the programme industries the “dimension effect" of the new economic
space:

by strengthening npational industries through the
distribution of their products on a Community scale;

by creating collaborations between such industries, with a
view to increasing their production amd distribution
capacity on the intermsticnal market.

The MEDIA pilot projects are based on a simple mechanism: the setting-up
of metworks of econmic and cultural agents. Indeed, transfrontier
collaboration metworks can provide effective solutions to the structural
problems of the BEuropean audiovisual sector, i.e. the fragmentation and
dispersion of the industries conosrned.

MEDIA develops a ‘“"petworks policy" in terms of both enterprises and
capital. By creating networks of enterprises, NEDTA addresses itself
primarily to SMEs (small ard medium-sized enterprises) vhich constitute the
zsgential fabwic of the majority of the Eoropean audiovisusl industry.

Bringlng small and mediuwm-sized sudlovisual firms into same kind of
organization would meke it possible to some extent to restructure the
merket from the bottom up by creating what one might call smltinational
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structures, which would 4o some extent make up for the lack of major
industrial firms in key avdiovisual sectors.

The scale and comnections of the cooperation petworks are a major guarantes
for & balanced expsnsion of the BEuropean market, in that they would
encourage solidarity between countries and markets of diffevent sizes. It
would then be possible to bridge the gap between small and large firms and
provide a degree of balance for the less widespread cultures and languages.

To be successful, the MEDIA projects need networks of a sufficient size in
order to generate effects of scale and bring synergy into play. To be
economically effective the networks mst be as extensive as possible and
cover all the Member States of the Community. ’

The MEDIA networks, moreover, are both complementary and interactive.

Creating networks of firms has implications for capital: MEDIA will inject
seed money into industry, which will then attract further funding from

private investors, professional organizations, sponsors, patrons and public
bodies.

MEDTA funding will generally take the form of repayable loans, with returns
being reinvested immediately. On this basis the projects should become
self-supporting after a mumber of years, generating their own financial
resources.

The resources at MEDIA's disposal in the pllot project phase are extremely
limited in relation to the requirements of the single audiovisual market.
In order to make a significant impact during its principasl phase, MEDIA
will therefore need substantlally increased resources.

2.3.3 BSpecific operations to dmprove the production and develop
distribution machinery

Action taken during the pilot project phase of the MEDIA programme as well
as a number of developments which the Commission might build on during the
maln stage of the project, are described below.

- Distribution/promotion

This is a vital sector if European production is to exploit fully the
potential of the mingle market. As things stand today, the circnlation of
European production is hampered not only by language barriers but alsc
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by the compartmentalization of national markets and inadequate promotion.
(a)

The pilot project carried out by EFDO (Buropean Film Distribution Office),
which involves the distribution of European films through cinema networks,
has shown that the Single Market can both raise profitability and stimlate
creativity.

Tn future we shall have to increase the mimber of films benefiting from
distribution incentives and back up distribution with promotion activities
for Buropean films outside the Community. We should also provide much more
support to pramote the showing of films in cinemas.

(b) Video and television distribution

A growing proportion of film recelpts now come from video cassettes. This
is why the EVE project (Espace Vidéo Européen) supports the issue and
distribution of European works on the basis of the model tried out by EFLO.
This model should also serve to set up a mechanism to encourage
cross-border hroadcasting of television programmes.

The pilot phase of BABEL (Broadcasting Across the Barriers of European
Languages) has revealed a considerable demand in the multilingual sector,
vhich is an essential requirement for the circulation of FEuropean
television productions. BABEL should create significant incentives for
dubbing, toensmmethata.g‘reatermmberofprog‘rammoanbemde
profitable on the European market. The growing mumber of television
satellites, in particular, will require the development of multilingual
broadcasts in such areas as information, training and culture.

The promotion and other services provided to 4 ucers by
EURO-ATM (European Organization for an Audiovisual Independent Market) have
confirmed that effective marketing of andiovisual products is essential for
their distribution.

The EURO-ATM initiative proves that the sale of European productions can be
increased and should therefore be developed more widely, not only at
Commnity level but also on international markets.

~ Production

The Audiovisual Conference once again emphasized the quantitative deficit
of Furopean production. Television and clnema programes are
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overwhelningly dominated by non-Eurcpean productions, particularly wvhere
fiction and animated films are comcerned. To help redress the balance,
MEDIA is devoting considerable attemtion to the preparation of scenarios,
the systematic development of business and fimancial structures, the

strengthening of production facilities, and greater use of advanced
technology.

(a)

To abttract the necessary private funding for productions the quality of
scenarios with a potential intermational aumdience must be ralsed.

The experience acquired since 1989 by the European SCRIPT Fund provides a
solid basis. In order to make a significant breakthrough SCRIPT should
have considerably more funding at its disposal and should also concern
itself with economic and preproduction project management (organization,
managenent, financial structures) and the improvement of scenarios.

Future action by SCRIPT with regard to fiction should be matched by
preproduction support for documentaries and educational films.

®

In spite of worldwide recognition of the talent of our animated film
makers — and a rich graphic heritage - Europe is held back in this area by
a lack of production capacity and the low level of ocompetitiveness of its
animation studios.

By exterding the networking of European studios, which was part of the
pilot phase initiated by CARTOON (European association for animated films)
production infrastructure could be further developed, which in turn would
make it possible to produoe ma.jor canpetitive quality series, for which
there is an increasing demand

The scripting, preparation and production of pilot films, moreover, is an
essential first step for quality projects needed to provide work for the
studio networks. This requires significant amounts of seed money likely to
attract major investments.

(e)

New technologies (videotex, digital and high-definition television,
interactivity) represent a rapidly expanding market in which, however,
Jdapanese and American firms are already firmly entrenched. FEurope mst
fight for its share of this market by pooling its efforts in terms of
research, development, production, information and training.

The MEDIA Investment Club for Advanced Technology Applied to Audiovisual
Productions l1s an organization on which Mustrm firms as well as
camunications and financial husinesses are represented. Ite aim is to
promote audiovisual productions in high technology growth aress.
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This should beccme the catalyst for a Buropean programme of technological
inmnovation in the production and distribution of avdiovisual material.

In conjunction with Eureka Technology and Eureka Audiovisual, and with the
new EEIG (see below 2.4.3), it is specifically designed to support projects
aimed at promoting productions wusing the European high-definition
television standard.

(@) Esploitation of archives

Major resources are locked up in television and cinema archives. These
represent considersble assets both in economic and cultural terms. Better
use should be made of this "collective awdiovisual memory" by creating a
gemine second market.

MEDIA has started to exploit possible ways of using archive material and is
expanding this initiative in liaison with MAP-TV (Memory Archives
Programme), which is setting up a network of European television archives.

~ Training

Tralning is part of most MEDIA projects. The idea is to enable European
professionals to adapt to the conditions of the Single Market and to
acquire the necessary economic management skills to exploit its potential.

An initial series of seminars on project management has taken place within
the framework of the EAVE (European Audiovisual Entrepreneurs). The
success of this initiative has demonstrated the need to multiply

diversify this type of training, which would require an expansion of EAVE
into a flexible and decentralized structure which is to be known as the -
“Buropean Business School for Cinems and Televigion”.

- Better funding mechanisms

Structuring the audiovisual industry, encouraging well-prepared projects,
and the outlets offered by the Single Market will all contribute to
attracting new investment.

During its consultation phase, MEDIA concentrated on identifying the right
sort of funding mechanisms. These mechanisms - depending on their nature
(i.e. venture capital as in MEDIA-Venture, or guarantee funds, as in MEDIA
guarantee) — could be part of the principal phase of the MEDIA project, or
they could take the form of ad hoc projects; or again, they could take
shape within the framework of Bureka-Audiovisual.

In addition, MEDIA i1s working on ways of prowoting cross-border
co-productions and oco—financing schemes, which are essential for the
development of the audiovisual industry in Europe.



2.3.4 Planning for the future

In the interest of flexibility ard opermess MEDTA will contimue to explore
new areas and ways of cooperation in order to keep abreast of developments
in the European audiovisual industry.

It could for instance set up experiments in the field of new audiovisual
services, such as the plammed ISIN (Inter-Services Digital Network), making
sure such services meet the needs of consumers.

MEDIA could moreover provide a systematic framework for Iinitiatives
designed to develop audiovisual activities in the Community’s less-favoured
regions, thus enabling these regions both to express their particular
identities and exploit their own economic potential.

Finally, cooperation with professionals from non-member states, including
central and east European countries, could increase the economic, cultural
ard political impact of the action programme.

2.3.5 Setting up synergetic effects with Eureka-Audiovisual

As is set out in Ammex 2 of the Paris Declaration of 2 October 1989, the
European Community could take part in EBureka audiovisual projects,
particularly through its own programmes, without these projects taking the
place of existing forms of cooperation. Commission intervention will
deperd on whether a Community dimension would enrich or improve a project.

MEDTA and Eureka-Audiovisual complement each other in a positive way, which
is partly due to their different characteristics:

- MEDTA is a coherent and interactive set of incentives at both pre-
and post-production level, combined with an effect of scale generated
by the participation of the Twelve Member States;

- Eureka~Audiovisual provides a platform - similar to
Eureka-Technology - to help professionals to set up and carry out
transnational projects. It does so by taking a large muber of
initiatives, particularly in the field of production, with all the
flexibility that the tailor-made participation of both private and
public partners gives it.

On the basis of these specific characteristics two types of synergy can be
established:

(a) MEDIA extended to new partners: the “added value" provided by the
Community dimension will be further augmented by the effects of
geographical, economic and creative enlargement.

The MEDIA programme will preserve its Commnity character and will continue
to be implemented by the Commission.
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(b) ¥EDIA as partner in Eureks audiovisual projects

The form ard rabture of participation in these projects will in each case be
determined by the Commission and Fureka-Technology jointly.

This Comission intervention wvia MEDIA will make 1t possible to increase
the oversll coherence axdl Interactivity between the various actlons through
participation in projects which complement actions already undertsken. It
will also meke it possible to create synergy between separate but similar
or parallel projects which, Iy linking them up to some extent, could
generate thelr own momentum.

Although the Commission’s involvement in Eureka-Audiovisval should normally

pass through its own programmes, 1t is free to develop any other form of
partilcipation via its coordinator.

It may, moreover, present its own projects to the other participants. The
principles urderlying the MEDIA programme could in that case serve as a
hagis for deciding how a project should be managed.

2.4.1 New audiovisual technologies

The entire audiovisual sector is being shaken up by constant innovations in
terms of new technologies, particularly the new generation of satellites
ard the development of high-definition television (see 1.1 above).

The Commission, as well as many other public and private bodies, is taking
part in this process through its contributions to standardization (the
"MAC-Packet" Directive of 3 November 1986 represents a first step towards
the adoption of a common starndard for direct satellite broadcasting). The
Cammission also contributes through its research programmes (ESPRIT, RACE,
ATM) and through its role as coordinator (which i1s essential for the
development and promotion of European high-definition television).

Although it must congolidate what it has achieved, the Commnity should
concentrate its efforts on two vitael aspects:

- the setting up of a standardization enviromment for the development
of a Buropean market of satellite television services;

- providing the necessary impetus for the launch of HDTV services in
Europe.

2.4.2 The new generation of satellites

The MAC/Packet Directive is limited in scope to high-powered DBS satellites
as defined in the World Administrative Radlo Conference (WARC) in 1977.
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The scope of the Directive is also limited to the early stages of the
intreduction of the MAC/Packet family and to certain technical aspects
only.

The eaviroment for satellite television has In the weontdne developed

significantly. The following issues requiring abisviion wey g noted:

(1)  advances in recelver technology mow allos hwelevisic. to be deliverad
direct to the home uslng satellites of lower power than the original
WARC definition;

(11) plens are advancing for the hroadcast of HDIV which will require a
precise specification of the transmission system to be used;

(114) divergences have occurred on the selection of encryption systems used
for TV services with conditional access;

(iv) harmonization of mnational approaches to the plamning of cable
networks capable of distributing MAC and HD-MAC signale is required.

R

In the second half of 1920 the Commission will put forward proposals 1o
update the  existing MAC/Packet  Directive, which explres on
31 December 1991, to +take account of present and expected future
circumstances as well as to exbend its scope. :

As part of its telecommunications policy the Commission will also serd to
the Council a communication on satellite communlcation in Europe, which
will include a chapter on aspects of television broadcasting by satellite.

2.4.3. Actions required to realize the potential of HUIV Technology

The introduction of any new technology requires careful plamming and the
cooperation of many differemt actors throughout the Community and Europe -
particularly vhen it will have such a wide and general impact as a radical
improvement of the television format.

On 27 April 1989, on a proposal fram the Commission, the Council adopted a
decision which sets the basis for a comprehensive strategy for the
introduction of HDIV in Europe.

It is articulated in an Action Plan containing five lines of action:

A. The development of the techuology ccmponents and egulpment required for

The resesrch and development work to define an HIIV production standard and
o demonstwate 1%, Jn particular for broadosst appliceticns, hsw been under
the Zureke 85 HUIV mrolect since 1888 g complete line of
weototype  eyudpeent,  from  production o maars  through

e Links bo hows reoeliving DIV este, iy denonstraied.
crursgs of 1882 & wwwher oF prcduced by
grofessionals and ghown et @with great

SuCCess.

Presently, & secowd phase of the Fuveke 85 ywojsch, o
1680 to end 1892, e heing defined end will sddvess obj
services Lotroduction.

S
CoA e

ot

o parallel, the Cosmission is exploving, with the srongtry concernsd
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with developrents, the scope for Commniby participation in the development
of certaln key strategic technologies which will be reguired for the

timate goal of HUW introduction. Community participation is envisaged
within the new WD Framework Programme. The objective 1s to produce a
coordinated set of initlatives, marrying together the contimuing Fureka
initiative with significant Communlty involvement to address a shared
strategic objective.

B. The edoption of the European proposal (1250/80/1:1) for a sindle
worlfvide stendard for the originetlon and erxchange of HUIV programme
maberial

Since before the CCIR plenary in Dubrovnik in 1986, the Commission, through
active coordination, has succeeded in developing with the Member States a
ocherent common position in relation to HDIV standards. This consensus
adstsuptothepr&sentday&rdanilmeasmgmnberofoountm&s from

outside the Commnity appreciate the FEuropean positions and support its
intent.

Work in the CCIR (Comité Consultatif Internmational de Radiodiffusion) is
intensifying in view of the proximity of important milestone meetings in
March 1920 (Atlanta, Ceorgia, USA) and the Plemary Session of the CCIR
(Diisseldorf, May 1980) which should adopt the single worldwide standard.

The Council has already adopted on 7 December 1989 & Decision (under
Article 116 of the Treaty) on the cammon action to be taken by the Member
States with respect to the adoption of a single worldwide high~definition
television production standard by the Plenary Assenbly of the CCIR in 1920,

This common action shall be based on the proposals arising from the
Bureka, 85 project.

There is a significant prabebility that the 1990 Plemary of the CCIR will
not reach final agreement and that a further study period will be necessary
before a single worldwide production standard can be adopted. Further
harmonization work has alresdy been plammed for September 1920 and an
EbrbraordimryPlenamymeetmginl%Zisalﬂcelypossjbﬂityiftheﬁﬂl
4-year study period appears unnecessary for a fimal decision to be taken.
The Commission intends to contimue its tight coordination of the strategy

and tactics to be adopted by the Europsan parties until such time as our
objectives are achleved.

Since HDIV broadcasting standards wust be campatible with ourrent
broadcasting standards (which are not the same in the Community and the
United States) they are bound to be different. We must, however, make sure
that they are compatible with the single production standard which will be
adopted at world level. In this context Eureks and the EEIG which is about
tobesetup.wﬂlhavetohmeasethei:efforfstoersuremattms
omnpatibilityisachieved,axxigatherasnmypa.rmersaspossjblem
support of this production standard. ‘
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C. Preparation of the market for the new technology and building up of
expertise in progremme mroduction

The latest technological developments in DTV give & major opportunity for
TV programme and £llm mekers to expand thelr means of expression, sddress
new werkets, and benefit from a substantial reduction in production time
and yprocessing. This reguires however that those concernsd sre wade aware
of the possibilities of the new technologies and that equipment, expertise
and tralning facilities are made avellable to allow them to experiment and
to make thelr first productions with them.

In this comnection, the Commission has encouraged irdustry, broadcasters,
independent TV and film producers and other interested parties to create
Jointly a European Economic Interest Grouping (EEIG) "Vision 1250" with a
viev to prowoting the use of HDIV programme production. This Grouping,
wirlch has the support of Govermments and the Commission, will be fully
operational in the first half of 1880. Its activities will be adapted in
response to the evolution of the market and should exbend for a full four
years untll 1004.

Vision 1250 will set up and manage HDTV facilities, and make them avallable
to programme mekers. It will:

- provide the necessary means for high-quality productions in High
Definition for immediaste release on film or by broadcast emission;

- carry out by all appropriate means a comprebensive programme in order
to assist the adoption of the Europsan production and transmission
stardards worldwide;

- provide prcducers with expert assistance in HIV production
techniques and in the use of the equipment where required;

- carry out demonstrations worldwide of all the camponents of an HDIV
system operating to Europesn standards, from studio equipment through
transmission to consumer reception and recording;

- provide training, advice and other services including, but not
limited to, maintemance of HDIV eguipment, to participants and third
parties;

- collate comments of users and feedback to equipment mamfacturers;

- cooperate with those responsible for any closely-related HDIV
projects and relevant mational and FEuropean eactivities.

It is to be antlcipated that this initiative will result in many
high—~quality productions using the 1250 system to be made end shown around
the world during this 4-year period.

D. Tee introduoticn of HDIV sexvices in Burope

wlom o BOTV dn Booops yaguires & crordinsuel goaesch AT we
£ w0 Bepaflt from the lessons of the pest 208 evold wevbelul segmentatilon
sod fregmentstlon of the market. Tt elso reguires carceful wlauming so that
the dntroduction on the wescket runs in syochrony with the nscsssary
tachnical developments.

¥

To follow up the successful resesrch and developeent stage, the
introduction of services will be done in two stages:
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(a) A pre-operational phase, in which the Commission interds to play a
catalytic role, starts now with experimental programme making under
the auspioes of Vision 1250 and experimental transmissions. Pilot
transmissions will start from 1992 with several hours of HDTV pilot
trmxissionsbeingbeameddownfrcmsateuiteﬁaniooveﬂngsuch
nejor events as the winter Olympic Games in Albertville, the sumer
Olympic Games in Barcelona, and the Universal Exhibition Expo 92 in
Seville (in which the Commmity is actively participating). These
major events will be followed by others in 1983 and later and it is
also likely that a mumber of operators will wish between 1902 and
1995 to start offering regular services in HDIV with a range of
programees, incinding films, eto.

(d) It is gemerally accepted that 1995 will see the wide availabllity of
HOTV services throughout Europe.

The Comnission will forward to the Council in the second half of 1990

& proposal concerning the Community’s role in the introduction of
HDTV services.

E. fmemﬂding—xmofexpertisem}mogmmepmduction

Vision 1250 will manage HDTV facilities and make them available for use by
those interested in programme production for release on f£ilm or by
broadcast emission and will provide producers with expert assistance in
m:ferroductionbeclmiquammtheuseoftheequipmt. It will
provide training, advice and other services as required for the
satisfactory development of the use of this new technology up to the full
implementation of regular services in HDIV by 1895.

The Vision 1250 activity will result in a major emhancement of European
HDTV production expertise and the creation of a large stock of HDIV
software in the European standard. :

The Community’s MEDIA programme as well as Fureka-Audiovisual should also
contribute to the process of building up European HDIV production.

As in other areas vhere the Community is active, the ides of Europe as a.
pa.rmerhasinreoenttimestakmonanewmeaningwithregaxdto
audiovisual policy. In concrete terms it manifests itself in the external
effects of Commnity policies either completed or currently being
implemented, such as the internal market for audiovisual productions,
technological cooperation, development of programme production arnd
negotiations within the context of the Uruguay Rourd.

3.1 The external dimension of the single market
Within the context of the setting-up of the internal market the Comrmund ty

is committed to a process of liberalization of telecommnications services,
notably of audiovisual services.
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The liberalization introduced by the television without fromtiers Directive
(Council Directive of 3 October 1889 on the coordinmation of ocertain
provisions laild down by law, regulation or administrative action in
Member States concerning the pursuit of television broadcasting activities)
has repercussions outside the Comwmity, since it will benefit the
industrial andiovisual production of the Community’s partners.

3.1.1. The advantages of the internal market for the Commnity’'s partners:

The free movement of hroadcast programmes respecting Commmity standards
and the freedom of access and the free movement in the internal market for
all broadcasts containing advertising, information, sports and gains thus
rrovide producers of this type of broadcast throughout the world with the
opportunity of gaining access to a unified market already comprising some
60 television stations. All producers throughout the world will be able to
take advantage of an increased demand for programmes and the resulting
substantial growth of the audiovisual market.

In addition, the question of production costs must ocontime to be
monitored, since there is a dual conflicting tremd: the increase in demard
is giving rise to a considerable price increase; on the other hand, a dual
sales price system on the American market and the European market will be
harmful. to Commnity producers.

3.1.2. The international context

The international context is characterized by the reinforcement of
relations with certain European countries, as a result of the recent events
in eastern Europe ard, lastly, by the expected completion of the Uruguay
Rourd negotiations at the end of 1920 (see 3.2. below).

-~ Rules of the game

With the EFTA countries, the approach is to examine the possible areas of
extending Community provisions. This is already the case in the television
without frontiers Directive, the extension of which makes it possible, as
part of the negotiations to extend the internal market to these countries,
to ensure a European econamic area in the audiovisual field and to put an
end to the possibility of prohibiting rebroadcasting between these
countries and the Community.

Another means of extension recently opened relates to the eastern European
countries. Free movement is being established in this field between the
two Germanies and a wider extension can only be desirahle.

In the long run and in keeping with the desire for camplementarity between
the activities of the Commnity and the Council of Europe, the Community
will have to envisage becoming a party to the Council of Burope European
Convention on Transfrontier Television opened for signature in May 1989.

It 1s also important to ensure that the OBCD's work on invisible

uantiwmmsgtmmmabsmofmespmmmweofmemm
sector.
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The diversification of participation in the R¥D programmes varies from one
Community partner to another. In general, the Commission notes with
satisfaction the initial effects of its cooperation with third countries,
namely:

- with the EFTA countries, an EC/EFTA working party on
telecommunications has been set up and these countries support the
Cammunity’s proposals with regard to HDIV;

- with the United States, even where there is no reciprocal
participation of European and American enterprises in the R¥D
programmes launched by one or other, cooperation is being set up in
the United States between operators;

- with the USSR, attempts at cooperation have been made in that Soviet
support for the European HDIV standard; the question of direct
Soviet participation in the Eureka technology programme is still in
abeyance.

Moreover, the Community 1is actively participating in international
negotiations conducted by the UIT with a view to laying down a single
international standard for high definition television (cf. 2.4.3. above).

There are many countries, in particular in eastern Europe, which wish to
participate in Community programmes for developing audiovisual production.

The MEDIA programme already allows its non-Community members to take part
by agreement (such as the case for Switzerland). The same should be true
for andiovisual Eureka (see 2.3. above), which covers 26 countries (Member
States of the Community, members of the Council of Europe, Poland, Bulgary,
USSR and Yugoslavia). Participation of this kind could, in particular,be
based on cooperation agreements concluded are being negotiated with each of
these countries and be aimed inter alia at cooperation with regard to
services.

The preceding remarks also apply, in oertain cases, to audiovisual
cooperation with the Mediterranean countries. The Commission will seek

vays for the Community to improve or augment cooperation with these
countries.

3.2.

As part of the new Uruguay Round negotiations launched at Punta del Este in
1086, it was decided to draw up a multilateral discipline for the services
business which will take the form of a general agreement on services.
Telecommunications, including audiovisual services, is ome of the sectors
covered by this exercise and the negotiations.

For the purposes of these negotiations, the Comunity intends to define
audiovisual services on the basis of a two—fold component: first, the
transmission of broadcast signals which represent the content of
broadcasting services and, secondly, the programming comprising these
signals and. constituting it’'s content.
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The existence of this first component determines the inclusion of
audiovisual services in the telecommunications sector which, in this way,
must be treated as a whole, since the rules for the transmission of
broadcast signals (the right of establishment not, however, having been
affected by Commnity harmonization) is the subject of liberalization in
the Community in the same way as other telecommmnications services.

The second component of broadcast services introduces, on the other hand, a
sectoral specificity in respect of the content of the hroadcast signals,
since the content transmitted by the broadcast sigmals is subject to rules
(in the Member States, in the Commmnity and in non-Commmnity countries),
having regard to the role played by broadcasting as a wvector of cultural
identities. This is therefore a matter of ocultural specificity which
offsets the liberalization of the transmission of broadcast gignals and
aims at ensuring a necessary qualitative aspect to this liberalization.

As far as the Community 1s concerned, the starting point for these

negotiations is as follows:

- a liberalization carried out by the Commnity: the external
repercussions of the internal audiovisual market are already
considerable where the industrial audiovisual production of our
partners is concerned, the more so as the Community has not laid down
any condition of reciprocity;

- as a corollary, the cultural specificity of the content of the
signals, whose transmission has been entirely liberalized, should not
be affected by this liberalization. It depends on cultural policy
objectives which were already recognized in Montreal for the
following 3 reasons:

it responds to concerns regarding cultural and linguistio
identities which must be protected;

it is an integral part and assures the barmonious
development of an opening up of the Single Market in the
audiovisual sector;

it is a step which many other countries (e.g. Australia and
Canada) have taken with the same objectives.

The Community is therefore approaching these negotiations with the firm
intention of achieving international Iliberalization within the limits
already achieved within the Community, i.e. by leaving intact the cultural
specificiWofﬂlesectorandtheCmmunitymeaswdepemantonthis
specificity.

4. ¥ork schedule

In implementing the guidelines set out in the preceding chapters, the
Commission will attempt to respect, both in its methedology and in its
scheduling, the principle of achieving a balance between the three aspects
of the audiovisual triptyque. To this end, it enwvissges the wmajor
1980 deadlines as follows:
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Rudes of the dame: 4 sclution ‘,o the copyright problem will be proposed in
the form of & draft Directive® folliowing consultation with the parties
concernsd on the bagls of a working paper before the end of the vear;

Campetitlon: Concurrently the guldelines* will be drafted for the
application of competition law In the audicvisuval sector, lnter alis with
regard to certsin production and distrilbution sgreewents and a framework
for aids for cinema amd audiovisual production.

O N ) g, § rles: The action prmg‘ramne t0o encourage the
d,evelopment of th%e irxiustri&e will be the subject of a proposal for a
Council Decislon in March/April so as, firstly, to ensure contimity
between the pllot schemes and the main phase of the MEDIA programme and,,

secondly, to establish the necessary legal bases for the Community's
contribution to Audiovisual Eureka.

Hew technologles: in the 2nd half of 1980 the Commission will present an
actlon plan for the introduction of HDIV* ag part of telecommnications
rolicy and will also forward to the Council a commnication on satellite
cammunications in Europe which will include a section on the aspects of
satellite television distribution. With regaxrd +to research and
development, schemes relevant to HDIV are likely to be conducted in Synergy

with the second phase of the Eureks 85 project as part of the new RID
framework programme.

The Commission will also present a proposal for e Directive to ensure the
follow-up to the current MAC-Packet Directive.

Of 4 ourd: A general agreement on services might be
adopted a;t the Msterial Conferezwe vhich will be held in Brussels in

December covering, among other things, telecommmications, including
audiovisual services.

This timetable, which i1s merely indicative, vefers only to the main
institutional deadlines currently envisaged by the Commission subject %o
consultations being held iIn each sector. It therefore camnot be
comprehensive (e.g. it does not cover the continmuation of many schemes in
progress), but it nevertheless provides an outline of the Commission’s
activities in 1880 with a view to putting into practice the guldelines laid
down for audiovisual policy by the last three European Councils.

In addition, the discussion begun in 1988 will be pursued with a view, in
particular, to preparing measures likely to be the subject of pro*posals in

1991 and beyond, for example with regard to pluralism media,
concentration.

indioates an schion included into the Comission’s work programme for
1920,



