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Ofcom Consultation:Review of Public Service Television Broadcasting: Phase One

Response by Voice of the Listener & Viewer (VLV)
PART 1 - OVERVIEW

Introduction

1.  Voice of the Listener & Viewer (VLV) welcomes the opportunity to comment on the report of the findings of Phase One of Ofcom’s Review of Public Service Broadcasting. A detailed response is attached, following the Question and Propositions format required by Ofcom. This Overview  highlights some of the issues raised in the detailed response and also contains a critique of the assumptions and research central to the Ofcom Review. 

2.  VLV recognises the benefits which digital technology can bring to viewers, the industry and to the UK economy and supports the move to digital switch-over. Digital  is bringing a  revolution in the production and delivery of public service broadcasting (PSB) but apart from adding interactivity, there is little  evidence that the move to digital technology is, by itself, contributing to an increase in the production of original programming. 

3. In welcoming the Report and its accompanying research VLV has grave concerns about some of the assumptions which underlie it, and the presentation of some of the research quoted within the Report and the accompanying CD. Ofcom clearly understands the nature and purposes of PSB but seems over-optimistic about the ability of an unregulated broadcasting market to sustain, let alone strengthen, the range and quality of PSB. 

4.  Ofcom has, in particular, been over-optimistic in Proposition 10 and over-emphatic in its belief (page 9) that in future PSB will no longer be needed to ensure consumers can buy and watch their own choice of programming. It is also ignoring the duty to ensure that PSB is maintained and strengthened laid on it by Parliament in the 2003 Communications Act. 

5. The PSB sector dominates television investment in the UK, where such investment per capita is the world’s highest. The BBC alone provides 40% of the annual investment in programming, and the three commercial PSBs a further 43%. Despite the dice of production and distribution economics being loaded in favour of US products, fully three quarters of the weekly terrestrial network TV output is of UK origin and constitutes a pillar of the nation’s cultural architecture and a major export asset in cash and prestige. By comparison, the Pay TV channels – out of £3.4 billion net revenues – have invested a mere £150 million on UK programming, of which £50 million was spent on repeats.

6.  Ofcom’s Propositions appear to ignore its own research which shows the clear wish of the public for PSB to remain entrenched in the broadcasting ecology. The numbers do not, in any case, represent the whole story and certainly cannot reflect the content variations by channel, let alone the incidence of original content.  Quantification will never be able to replace or measure the impact of content.

7..  Moreover, Ofcom has assumed that the behaviour of the early adopters of digital television, many of whom were forced to migrate to digital by BSkyB, can act as a surrogate for the whole nation in the longer term.  Simplistic statements such as ‘Viewers have drifted away from the more challenging types of programming’ (page 4), and ‘Horizon, Newsnight and the South Bank Show all had a viewing share more than 50% lower in multi-channel homes compared with homes with only the main terrestrial TV channels’ (page 6), and ‘Audiences are, for instance, drifting away from specialist arts, religious and current affairs programming’ (page 10), and Figure 26 (page 456) where audiences to network news, Current Affairs, Serious Factual and Arts and Classical Music are compared between terrestrial only viewers and multi-channel viewers, may not reflect the behaviour of the nearly 50% of viewers who do not yet have multi-channel access.

8.  The main appeal of BSkyB was its sport and film channels, especially to the early-adopters who were probably never keen viewers of the more serious programmes. Those yet to take up digital are likely to have very different values, expectations and demands of their television – which the digital market place shows little sign of providing

9  Peter Menneer (former Head of BBC Audience Research) in his  submission (sent separately on 2/6/04) has questioned the conclusions drawn from the research into multi-channel viewers. VLV shares these doubts. If Ofcom is to use these figures it should commission a separate study of the behaviour of Freeview audiences. 

10  The recent announcement that BSkyB is to launch a free to air satellite service is highly relevant in this context.  Little information has been given about the new service yet but from that which is available it would appear merely to be a marketing ploy to strengthen Sky’s base in the face of slowing subscription sales.

11. Ofcom claims that its Review was intended to be a fact-gathering exercise on the current state of  PSB, and that its propositions and recommendations are evidence-based.  Yet in the Executive Summary (page 9 ) under the heading of Consumer Rationale, it states: ‘We believe that in the future, public service broadcasting will no longer be needed to ensure consumers can buy and watch their own choice of programming. There may remain concerns about the market power of some broadcasters, but in our view these are better dealt with by the application of competition law than through a large public intervention.’

12. In expressing this opinion, which is not supported by the evidence, Ofcom is not only setting the agenda for Phase Two, but also appears to assume that ITV will be incapable of continuing to supply more than a bare minimum of PSB in future and that the main responsibility for the provision of PSB should be passed to the BBC and Channel 4.  In doing so it is not only going beyond the Phase One brief, but also, by basing its policy on unsupported assumptions and a blind faith in the market, putting at risk a range of output which would be hard, if not impossible, to replace or restore. 

13. From the research provided, the bulk of viewers still appear to spend most of their time watching either the terrestrial PSB channels or channels which are owned or supplied by the PSBs and which broadcast material originated by them 

14. Take figure 98, for instance (Vol I Doc 4): Top Multi channel Channels (by share) 2003.

This chart shows that the top 21 channels (not including the five terrestrial PSBs) between them account for only 20.5% of viewing, even in multi-channel households.  But 8.3% of this 20.5% is accounted for by eight channels which are operated/supplied by terrestrial public service channels, (ITV2, UK Gold, CBeebies, E4, UK Style, BBC News 24, Granada Plus, and BBC Three). The remaining 13 channels account for just 12.2% of viewing, (none of them film channels).  Adding the 8.3% to the 57.2% share of viewing taken by the main five terrestrial PSBs gives a total of 65.5% of total viewing even in multi-channel households to the PSBs or their subsidiary channels. According to this graph, 22% of viewing is unaccounted for, presumably taken up by the remaining 200 channels whose share is each below 0.5% and often too small to register. Nevertheless, a large percentage of the output of these channels, for example Discovery, will also have been produced for first showing on a terrestrial PSB channel. 

15.  The extremely small viewing figures of the channels apparently making up the 22% unaccounted for in Figure 98, lead us to wonder what the true market size really is, and whether Ofcom understands the relationship between the viewing of the different channels, many of which survive only because of the practice of forced bundling, itself an abuse of the market. 

16.  In the past ten years, based on Ofcom’s figures, despite its financial success, Sky 1 has achieved only a 2.9%share of audience in multi-channel households, and Sky Sport 1 and Sky Sport 2 together have only achieved a 2.5% share.

17.  Even in the multi-channel revolution it is apparent therefore that 57% of viewers in multi-channel households have stayed with the five PSB channels – 51% of 16-34 year olds (Figure 34, Vol I Doc 5).  It is only in the back-up charts (Figures 95 and 98) on the CD that more becomes apparent about this share.  It then becomes clearer that 57% is not the correct figure as within Others are included channels which are offshoots of the PSBs, and which broadcast content previously commissioned and broadcast by the PSBs. Should not these also be taken into consideration because, while they provide extra choice, they are also broadcasting material which consists of repeats of programmes first originated and broadcast on the PSB channels?  At a minimum they would add a another 8% to the PSB output and probably much more if a proper analysis were made, taking the total from 57% to at least 65%. This still leaves 35% which should be examined in detail to determine its relevance to the total market evaluation.

18.  Figure 98 (Vol 1 Doc 5) shows 21 Other channels with more than 0.5% share.  Together these total 20.5% share, or 12.2% if the PSB related channels are deducted. (see above)  The balance of share unaccounted for is 22% spread over more than 250 channels (Figure 9, Vol 2) but more than 90 of these channels are taken up with Adult, Shopping and foreign language channels, many of which will have shares too small to measure.

19.  The introduction of a multi-channel digital environment is obviously creating change but in dealing with that challenge, it is important for Ofcom to retain a sense of realism and caution.  Digital technology offers many novel, easy methods of viewer access and channel choice, as well as revolutionising many pre-and post-production processes, but it is hard to envisage it altering the cost structure of the major resource – intensive programme genres where digitalisation itself has driven viewer expectations and standards to more sophisticated levels.  If a more accurate assessment of the impact of the true access to multi-channel viewing is to be made, however, a more detailed analysis of the content and pattern of actual channel viewing in multi-channel households is required. This involves a quality assessment which cannot readily be quantified.

20  In absolute terms these figures make the impact of multi-channel viewing look pretty insignificant and had that analysis been given earlier in the Report, very different conclusions might have been reached about the status of digital viewing, from the opinions expressed in the Report.   See our comments on Question 3.  Any unbiased study of this data gives the impression that Ofcom, despite its attempts to be impartial, has willed the figures to justify its faith in the market. The research on which it has based its Propositions is often misleadingly presented, poorly argued and also incomplete, in that it fails to factor in the impact which the rapid take-up of Freeview service is having on the market.

21  VLV’s concern is that, in setting the agenda for Phase 2 of its Review, Ofcom is already making assumptions that the requirements demanded of PSB by Parliament in the 2003 Act can be met by reducing the requirements laid on ITV and transferring the main responsibility for delivering them onto the BBC and Channel 4  Ofcom recognises that competition between the PSBs is an essential element to their success but if Ofcom is to fulfil its responsibilities, should it not be exploring how ITV can provide that strength as in the past, instead of simply quoting unanalysed threats to its advertising revenue as a reason for not doing so?  ITV remains a highly profitable company despite the recent advertising recession. It should also be remembered that once digital switch-over takes place ITV will receive an annual digital dividend of £250 million as it will no longer have to pay the Treasury for its analogue licences. 

22.  Ofcom’s assumption not only ignores the evidence it has gathered in Phase1, but also the past performance of PSB, whatever its minor shortcomings at present.   Ofcom’s agenda is clearly market-oriented, a reasonable regulatory practice in many circumstances but not in this case – or as demanded by the 2003 Act.  Perhaps too much weight has been given to the assumption that economic benefit over-rides all others, as implied, for instance, in the references to cost-benefit analyses, overall revenues, and the possible diversion of the BBC licence fee to other PSBs or even the commercial sector. (Propositions 1 and 2)

23  The 2003 Act requires Ofcom to maintain and strengthen PSB.  The research which Ofcom has undertaken into public attitudes clearly endorses that approach, yet Ofcom’s expressed opinions veer towards marginalising PSB and, at the same time, contradictorily agreeing that it should be widely available.  Surely, if PSB is under threat as Ofcom implies, it is Ofcom’s job to recommend how its universal availability can be maintained. It does not seem to us that its role should be to suggest marginalising some BBC programmes or moving them to pay Channels, but rather to find ways of making them readily accessible. 

24.  The presentation of some of the figures also causes VLV concern.  Percentages without absolute references can be misleading and lead to partial selection by the unwary. Also Ofcom seems to have a strange view of costs, at times as though the regulatory cost might be a greater consideration than the output of public service broadcasting.  This is also a cause of concern where cost-benefit analyses are to be produced in Phase 2.  VLV hopes that any such analyses will be based on evidence.

25. VLV has been highly critical of Ofcom’s conflation of the ‘citizen-consumer’ interests and is pleased that the Review does take careful regard of the separate interests.  However, it now has chosen to ignore those areas where the interests overlap.  The suggestion that ITV be left only with news and factual programming whilst the BBC meets other citizen needs (or perhaps not, if they are too ‘expensive’) ignores the past achievements of PSB, and is contrary to Parliament’s wish in the 2003 Act.  It also ignores the qualitative wishes of the public revealed in Ofcom’s own research. A more consistent approach is required to meet citizen’s needs – and expectations.  Ofcom’s brief is to maintain and strengthen PSB, not to erode it.

26.  Ofcom grasps, indeed leaps on, the fact that the news genre is one of the three which has increased its share of viewing. In VLV’s view this in no way discharges the PSB obligations of the commercial channels in a situation where, by Ofcom’s own figures, other PSB genres such as current affairs  arts documentaries and religious, are in a declining trend 

27.  These figures clearly underline the importance of the role that both the BBC and the commercially funded PSBs continue to play in sustaining the broadcasting ecology of the UK. 

28.  Against this background we find it hard to understand Ofcom’s concern about the costs of intervention being disproportionate to the benefits  (149). The licence fee is not regarded as a regressive tax by most viewers but as an hypothecated charge in return for a service which most appreciate as giving very good value for money, as Ofcom’s research illustrates.

Ofcom Consultation:Review of Public Service Television Broadcasting: Phase One

Response by Voice of the Listener & Viewer (VLV)
PART 2 – DETAILED RESPONSE

Introduction

1. The OFCOM review of public service television broadcasting represents a welcome initiative which has been designed to review the quality of television programmes and the degree to which they serve the interests of the public. As the results of the review show, the tastes of the public are complex and variable. In addition, it is clear that in many ways the traditional British approach to the regulation of broadcasting has served the nation well. In VLV’s view therefore, any changes that OFCOM makes should be made with caution.

2. The OFCOM review identifies ten questions for public consultation (OFCOM review, 81-82). VLV’s response follows this agenda. For the sake of brevity however, we have had to shorten some of OFCOM’s conclusions. Where VLV disagrees with OFCOM’s conclusions, we shall attempt to draw on evidence provided by the OFCOM review itself. In general, unless we indicate otherwise, we refer to figures 1-100 from What People Watch: The Television Audience taken from Vol 1 Docs 3 and 4 of OFCOM’s CD-ROM. Where we refer to evidence from OFCOM’s main report, we shall say so.

Question 1: Overall Conclusion. Do you agree with [OFCOM’s] overall conclusion?

3. OFCOM concludes that “broadcasting on the main terrestrial TV channels has partially, but not completely, fulfilled the requirements of the Communications Act. There are some important shortcomings in effectiveness, partly driven by the actions of broadcasters and partly because viewers have drifted away from the more challenging types of programming traditionally thought to be at the heart of UK television.”

4. VLV agrees with OFCOM that broadcasting on the main commercially financed terrestrial channels has partially, but not completely, fulfilled the requirements of the Communications Act. This is not surprising, given the Parliamentary history of the Act. 

5. VLV considers the second sentence of OFCOM’s conclusion to be unclear, in that we are uncertain as to whether the word ‘effectiveness’ refers to the requirements of the Communications Act or to the effectiveness of the broadcasters in delivering the requirements of the Act. If it is the former, then OFCOM faces the difficult task of asking Parliament to increase its powers. If the latter, then it is up to OFCOM to implement fully provisions of the Communications Act. There is in the sentence however, an implication that the output of British television has fewer public service qualities than hitherto, and OFCOM ascribes this in part to the actions of broadcasters, and in part to the drift by viewers away from the more challenging types of programming. VLV shares OFCOM’s 

view that the output of British television has drifted away from the more challenging types of programming traditionally thought to be at the heart of British television. The key question at issue however, is whether that drift arises from the changing nature of British television, or whether it arises because the actions of the broadcasters and the consequential drift in the choices made by viewers are in some way to blame.

6. VLV considers that these changes arise from the increasingly competitive nature of television broadcasting in the UK, and that to a large degree they are inevitable. During the last decade, British television has become increasingly market-oriented and both British broadcasters and viewers have responded to these changes. Thus between 1993 and 2003, ITV’s Viewing Share fell substantially, and that of Channel 4 less so. Meanwhile that of Channel 5 increased slightly between 1997 and 2003, while those of the other channels delivered by satellite have increased by nearly 20%. (CD ROM, figure 14) The viewing shares of BBC 1 and BBC 2, on the other hand, remained relatively stable. This is because they were not directly competing for audience share as they are financed by the television licence fee. Viewers have a different agenda to that of commercial broadcasting executives however, as they are interested in watching individual programmes, not in audience share. The data for the Average Weekly Reach of each Channel from 1998 to 2003 (also Figure 14) shows that viewers regularly found programmes that they wanted to watch on all five terrestrial channels, and in particular on BBC ONE. Thus while viewers may have drifted away from the commercially-funded public service broadcasting channels in particular, they continue to value some of the programmes produced on the public service terrestrial channels, although the reach of Channel Five has never ever reached fifty per cent.

Question 2: Output. Do you agree with our interpretation of the data provided to us by broadcasters, and the key findings we have set out? 

7. OFCOM has concluded that the output of the main terrestrial broadcasters exemplifies a risk-averse approach which has reduced innovation and reduced the range of programming. News, drama and cross-genre formats have prospered, but dedicated arts, current affairs, education and religious programming is under threat.

8. VLV considers that OFCOM’s conclusion about the risk-averse approach of terrestrial broadcasters needs to be examined with care. We need to take account of the different nature of the competitive environment faced by the BBC channels (for which OFCOM does not have regulatory responsibility in this area) and that faced by the advertising-financed PSB channels (for which OFCOM does have overall regulatory responsibility). In the former, the BBC had a guaranteed source of revenue from the television licence fee, whereas the commercially-financed PSB channels had to compete, both with each other and with satellite-delivered channels, for the nation’s television advertising spend. The key question therefore is whether the risk-averse approach adopted by the two categories of PSB television channels was the same. 

9. OFCOM’s data does not answer this question directly.  However, they indicate that between 1998 and 2002, the threat to the genres of dedicated arts, current affairs, education and religious programming on the terrestrial channels mainly came from the broadcasters’ scheduling arrangements rather than from their overall programme provision. (figures 9 and 10 in OFCOM’s main report) Thus although the weekly provision of arts and classical music programming on the terrestrial channels fell by 11 per cent. overall, it fell by 17% in peak-time. Similarly, although current affairs programming rose by 6% overall, it fell by 23% during peak-time, and although  

religious programming rose by 4% overall, it fell by 13% during peak-time. The only genre where the broadcasters bucked this trend was education, where although there was an overall decrease of 15% in their programming, they limited this to a decrease of 9% during peak-time.

10. The key point at issue therefore is whether, in a multi-channel environment, broadcasters should seek to schedule their programmes in a manner that caters to the tastes of the majority of viewers, or to the wishes of a minority of viewers. It is clear from OFCOM’s own research that the personal importance to viewers of the genres of arts and classical music, religious, regional current affairs, and education programmes barely rises above 12%, although that for current affairs reaches about 21%. On the other hand, viewers recognise that these genres (with the exception of arts and classical music programmes) may be of more societal importance. (figure 33 in the main report) Thus while many viewers recognise these genres as being socially worthy, they would probably not watch them of their own volition. VLV therefore finds it entirely predictable that commercially funded public service broadcasters, for which OFCOM now has regulatory responsibility, should have chosen to reduce the programming of these genres during peak-time by proportionately more than their overall provision. It is not clear from OFCOM’s analysis whether the smaller proportionate decline in educational programming during peak-time, compared with that overall, principally arose from the programming decisions of the commercially financed public service broadcasters..   It is clear from OFCOM’s data, however, that a quarter of viewers recognised the societal importance of educational programming (main report, figure 33) and that they considered it to be societally by far the most important when compared to its importance to them personally (main report, figure 34).

11. Moreover, the shift from a broadcasting environment in which there were only a few channels, to one where there are many, means that a strategy of ‘hammocking’ a less popular programme between two popular programmes is becoming increasingly less effective, as many viewers will simply switch to another channel. In short, in this area, broadcasters are ceding the power of viewing choice to viewers. It appears from the BARB data that only between 20% and 30% of viewers remained with ITV and BBC to watch Tonight with Trevor McDonald or Human Senses respectively, after they screened their prime-time soap operas, Coronation Street and EastEnders. (Figures 67 and 68). Indeed, as the UK progressively switches to digital, it is clear that it will become increasingly more difficult for broadcasters to ‘hammock’ their viewers. On both channels, it is already clear that about 4% fewer viewers living in multichannel households stayed with the soap channel than those in terrestrial analogue households. In both categories however, more viewers living in multichannel households originally watched the soap opera than did those watching in analogue terrestrial households. Nor is it clear whether the higher rate of viewer decline in households watching ITV than in those watching the BBC is related to the higher viewing figures for Coronation Street (in November 2003) compared to those who were watching East Enders (in July 2003), or whether it is related to the tastes of the viewers who were watching that particular channel.

12. Therefore, although it is  appropriate for OFCOM to conclude that the genres of dedicated arts, current affairs, education and religious programming are under threat, there is also evidence to show that even if broadcasters were to produce, schedule and even ‘hammock’ them during peak-time, many viewers simply would not watch them. To be sure, if a programme from the threatened genre were to be hammocked, between a fifth and a quarter of viewers would stay ‘glued to the programme’; and it may be that more viewers who were watching the BBC would stay ‘glued’ to the same channel than those who were watching the commercially-funded PSBs. In general, viewers today have far more freedom to break free from the tyranny of the scheduler. To that extent therefore, commercially-funded PSBs may well lose viewers for their less popular programmes, however innovative their format, or however well they ‘hammock’ them in their schedule.

Question 3: Impact. Do you agree with our analysis of audience trends, and the challenge posed by digital TV and changing viewer behaviour?

13. OFCOM concludes that changes in the market could be threatening the ability of the main networks to continue to deliver the components of PSB as set out in the Communications Act. 

14. The components of PSB are effectively set out in sections 264-267 of the Communications Act. In particular, s. 264(5) charges OFCOM with the responsibility of the purposes of public service broadcasting being fulfilled in a manner that is compatible with s. 264(6). S. 246(6) in turn lists ten ways in which the purposes of public service broadcasting are to be fulfilled (subsections (a) to (j)). VLV submits that only three of those subsections - 264 (6) (a) (f), and (j) can be ascertained by the quantitative approach to programme genres adopted by OFCOM.  OFCOM’s remaining seven  responsibilities require more research of a qualitative nature.

· S. 264(6)(b) requires OFCOM to analyse how drama, comedy and music programmes reflect, support and stimulate cultural activity in the UK;
· S. 264(6)(c) requires OFCOM to analyse whether news and current affairs programmes provide a comprehensive and authoritative coverage of events in different parts of the UK and around the world to the extent that is appropriate for facilitating civic understanding;

· S. 264(6)(d) requires OFCOM to analyse whether the services satisfy a wide range of different sporting and other leisure interests; 

· S. 264(6)(e) requires OFCOM to analyse whether there is a suitable quantity and range of programmes on educational matters, of programmes of an educational nature and of other programmes of educative value.

· S. 264(6)(g) requires OFCOM to analyse whether programmes that deal with religious and other beliefs provide news and other information, material about the history, programmes showing acts of worship and other ceremonies and practices etc. about different religions and other beliefs; 

· S. 264(6)(h) requires OFCOM to analyse whether there is a suitable quantity and range of high quality and original programmes for children and young people; and
· S. 264(6)(i) requires OFCOM to analyse whether the programmes include those which reflect the lives and concerns of different communities and cultural interests and traditions within the UK, and locally in different parts of the UK. 

15. Despite the reservations expressed in the previous paragraph about OFCOM’s predominantly quantitative approach, VLV recognises the challenges posed to the traditional mode of TV regulation by the advent of digital TV and changing viewer behaviour. It is important for OFCOM to recognise however, that while digital TV can offer viewers a greater degree of channel choice, not all viewers will be able, or wish, to afford the full range of channels available. Moreover, increased channel choice does not necessarily provide viewers with a greater range and diversity of programmes. Indeed, many of the so-called ‘new channels’ rely heavily, either on repeating old programmes that were previously shown on the principal terrestrial channels, or on recycling old episodes of series that they originally screened a few weeks earlier.  The type and amount of original programming on non-PSB channels should be analysed - a healthy industry cannot survive on repeats nor should market failure be reduced by channels showing PSB origin repeats.

16. Consider first, the migration from analogue to digital television. While it is true that many viewers have switched on a voluntary basis, other viewers either have been, or will be, forced to migrate to digital. BSkyB switched off its analogue signal in 2001, thus effectively forcing its subscribers to migrate to digital. Moreover, it is likely that the Government will soon announce a date for analogue switch-off, thus forcing those viewers who have not yet migrated to digital to do so. The important point to note therefore, is that the viewing behaviour of those viewers who have been forced to migrate to digital will not necessarily be the same as those who have previously chosen to migrate. Many will be digital-sceptics or cultural conservatives who may well cling to their earlier viewing patterns, finding nothing acceptable new to watch. As a result it is not possible to extrapolate rapid change, as OFCOM does, on the basis of the limited experience to date.
17. It is not clear whether the sample of multichannel homes, on which BARB has based the data which it provided to OFCOM, consists primarily of subscribers to BSkyB, to cable channels, or to people who are receiving Freeview signals; or to a mixture of all three. It is therefore doubtful whether the viewing habits in these homes can be used to predict future digital viewing patterns. Consider, for instance, the two graphs in figure 92. These show that audience share of BBC1 in multichannel households increased or stayed level between 2000 and 2002 when Freeview was introduced. However, the audience share of ITV1 in multichannel households during the same period continued its earlier decline.  The conclusion must be that between 2000 and 2002, BBC 1 was offering all viewers a mix of programmes that the multichannels were unable to provide. A second revelation that comes from these graphs is that the rate of decline of audience share in multichannel households between 2002 and 2003 was greater for BBC1 than for ITV (although the absolute levels for BBC1 were higher overall). This indicates that the Freeview package proved more attractive to viewers of BBC1 than to viewers of ITV1. Moreover, as is clear from Figure 97, most viewers in multichannel households watch the five terrestrial channels during peak viewing time, the flow towards the terrestrial channels being most noticeable during the ‘soap hour’ between 19.30 and 20.30.

18. Further confirmation about the different tastes of the three principal categories of multichannel viewers comes from Figure 49, which shows that there were significant differences in the top non-terrestrial channels most frequently watched by viewers using different delivery platforms. The greatest similarities in 2003 were between Sky Digital Viewers and Cable Digital Viewers, but even so only seven non-terrestrial channels (Sky One, Sky Sports 1, UK Gold, Sky News, E4, Cbeebies and ITV2) made it into the top ten of both categories of viewer.  Although three channels (Sky Premier 1, Sky Sports 2 and Boomerang) made it into the top ten non-terrestrial channels watched by Sky Digital Viewers, they failed to make the top ten non-terrestrial channels watched by cable digital viewers. The latter preferred Hallmark, UK Style and Granada Plus.  

19. If we now compare the preferences of Digital Terrestrial Viewers from those of Sky Digital and Cable Digital Viewers, it is clear that in 2003 the tastes of the digital terrestrial viewers were markedly different. Only three of the top ten favourites of Sky Digital and Cable Digital Viewers (ITV2, Cbeebies and Sky News) made it into the top ten for Digital Terrestrial Viewers. Their preferences were for CBBC (3), UK History (4), BBC News 24 (5), The Hits (6), BBC 3 (7), The Music Factory (8) and Bid Up TV (9). 

20. VLV recognises the limitations of this analytical approach, since some of the most popular channels with Sky Digital and Cable Digital Viewers (such as Sky Sports 1 and E4) are not currently available to Digital Terrestrial Viewers. It is therefore unclear whether they were unpopular with Digital Terrestrial Viewers simply because they were not available to them, or whether Digital Terrestrial Viewers deliberately chose not to watch them because they had only been prepared to watch those digital channels that were available to watch on a free-to-air basis on a free-to-air platform.  That is to say, the BARB data fails to distinguish between those digital viewers who are prepared to pay a regular subscription to watch pay-TV channels and those digital viewers who remain content to watch only free-to-air channels.
21. The similarities and differences in the age and  socio-economic profiles of the viewers making these separate platform choices are captured by figure 50.  There appears to be comparatively little difference in the socio-economic profiles of the three platform populations, although ABC1 viewers seem to be more reluctant to subscribe to either cable or satellite platforms than C2DE viewers.  On the other hand there appears to be a marked reluctance by older viewers to subscribe to either satellite or cable. The skew between the viewing population of the different platforms is highlighted in figure 52. VLV agrees with OFCOM’s analysis that DTT is likely to be the major driver of future digital penetration (main report, para. 129). It is therefore likely that an increasing proportion of digital viewers will be those who do not wish to subscribe to additional channels, although some viewers may clearly opt to Top-up TV which may soon be available on the terrestrial platform. 

22.  The fact that the audience profile of BBC1 and BBC2 in digital terrestrial homes is also older and more up-market than those from digital satellite and digital cable homes (figure 51) seems to indicate that these categories of viewers in digital terrestrial homes are more loyal to BBC than those in digital satellite and digital cable homes. Regrettably there appears to be no parallel data on channel loyalty to ITV, Channel 4 or Channel 5, which are the PSB channels for which OFCOM has a degree of regulatory responsibility. 

23. VLV therefore submits that the conclusions that OFCOM has drawn about the share drop of selected programmes in multi-channel households fails to distinguish between share drops that were primarily determined by digital satellite and digital cable viewers who are prepared to subscribe to pay-platforms (and therefore pay-channels), or by digital terrestrial viewers who have decided not to subscribe to pay-channels by opting for the Freeview platform.

In addition, as OFCOM have so far failed to undertake a detailed analysis of the Other channels watched by multi-channel viewers only (Fig 98) VLV finds it very difficult to accept OFCOM’s perception of the strength of  the threat from these diverse channels.  They include PSB-owned channels and repeat pprogrammes from PSB channels as well as shopping, adult and foreign language channels, which offer competition in different markets. It should also be noted that it has taken some years for Sky I to achieve 2.9%  share (about 1.4% total share) and similar results for combined Sky Sports 1 and 2.   A  much more considered  assessment of the Other channels, many basking in the luxury of bundling, needs to be undertaken before assumptions are made. 

24. Moreover, there is a further competition issue, of OFCOMwhich OFCOM will need to take account when implementing the provisions that arise from its findings about the nature of the digital market. As OFCOM will be aware, the Office of Fair Trading has already ruled that the market for pay-TV channels (such as those on the digital satellite and digital cable platforms) is distinct from the market for free-to-air channels (such as those on Freeview). It will therefore be essential for OFCOM to distinguish clearly in its regulatory decisions between those that are designed to take account of the share drop in individual programme genres that result from the behaviour of viewers who have chosen to adopt a free-to-air platform (such as Freeview or possibly Freesat), and those which have arisen from the behaviour of viewers who have chosen to subscribe to pay-TV platforms. 

25.  Furthermore, it is already clear from the research conducted for OFCOM by the University of Leeds that in most homes, viewers turn to the terrestrial channels first, and they regard access to free programming on these channels as ‘a right’ (main report, para. 95). Moreover, when presented with options for regulatory change, viewers were conservative, predominantly favouring the status quo wherever possible. Even when told that in future, regulatory obligations might have to be reduced in some way, their preference tended to be for small scale reductions scattered across the board. VLV anticipates that OFCOM will wish to take account of these findings.
26. Nor should OFCOM rush to any precipitate regulatory judgments about the speed at which viewers habits are likely to change. Digital switchover is unlikely to be completed for at least another ten years, and even the most optimistic scenarios recognise that it will take at least another six years if the broadcasting industry is to deliver switchover by 2010. OFCOM must therefore ensure that commercially funded PSBs continue to provide analogue viewers with the programme mix that they have traditionally come to expect.
Question 4: Do you accept OFCOM’s interpretation that:

· the public attaches relatively low value to dedicated programmes in arts, religion and education; 
· viewers preferred the interests of and portrayal of minority groups to be included in mainstream programming, rather than specialist programming; and
· cable/satellite channels and the internet are not yet seen as suitable vehicles for the provision of what are thought to be the main components of PSB.
27. It is clear from OFCOM’s own analysis (main report, figure 33) that the public attaches relatively low value to dedicated regional programmes (excluding news and current affairs), as well as to those in arts, religion and education. Despite this, however, more than half of the nation’s viewers also wanted a balanced diet of  programmes, compared with less than 30% who wanted broadcasters to concentrate on the most popular popular programme types. (Paragraph 86). This demonstrates that the majority of UK viewers take a mature and liberal attitude to the regulation of television broadcasting. They recognise that public service television channels should provide a balanced diet of programmes, and that these should continue to include only moderately popular genres. 

28.  VLV therefore submits that, while it is right for OFCOM to distinguish between those programme genres to which the public attaches a high personal importance and those to which it attaches high societal importance, its regulatory judgments should continue to be based on the societal value that viewers place on programme genres, and not merely to rely on their personal value to consumers as reflected by programme ratings.

29.  OFCOM’s conclusions that viewers preferred that ethnic and religious minorities and their interests should be included in mainstream programming, rather than in specialist programming, simplifies the complex nature of viewers’ attitudes to these issues. It is clear from OFCOM’s own research (main report, figure 31), that there is a difference of about 10% in the proportion of viewers that consider it important to promote an awareness and understanding of different communities, and those who consider it important that there should be programmes that reflect the needs of different religious and ethnic communities.  To this extent, OFCOM’s conclusions are correct. On the other hand, even more viewers wanted programmes which are targeted at different audience groups, a finding which appears to contradict OFCOM’s conclusions. 

30. VLV submits that it is also important for OFCOM to recognise that ss. 264(6) (b),(f) and (g) of the Communications Act 2003 impose on it a more extensive range of qualitative requirements in regard to the manner in which commercially-funded PSBs represent ethnic and religious minorities on their television channels. 

31. VLV therefore submits that OFCOM’s conclusions about the representation of ethnic and religious minorities are only of limited relevance, and therefore should only partially shape OFCOM’s regulatory policies.

32. VLV agrees with OFCOM that cable/satellite channels and the Internet are not yet seen as suitable vehicles for the provision of what are thought to be the main components of PSB,  but this is because they are all pay-platforms. It is also important however, for OFCOM to recognise that as satellite channels could soon be available on a free-to-air basis, these too could soon be a suitable platform for the provision of PSB.

Question 5: What are the implications of these responses for broadcasters and for this review?

33.  VLV welcomes OFCOM’s finding that both the public and the broadcasting professionals agree that a range of broadcasters should exist to compete for quality as well as ratings. 

34. It is important for OFCOM to note however, that the uses and the pleasures that the public can take from good quality programmes may extend beyond those which the television broadcasters can deliver t via a single transmission, as in general viewing patterns are becoming more fragmented with the progressive demise of ‘linear TV’.  One of OFCOM’s findings has been that although cable and television viewers watch more TV, they watch it in a more fragmented fashion. Moreover, under-34s in multichannel households now devote less than half their time to the main terrestrial channels, and children in multichannel homes show little loyalty to discrete channels.  (Paras. 131 and 132). Thus OFCOM’s finding that both the public and the broadcasting professionals agree that broadcasters should compete for quality requires both OFCOM and the broadcasters to address three key issues:

· How, especially in a multichannel age, should broadcasters advertise (or trail) their good quality programmes to their potential viewers? 
· What research methods will OFCOM and the broadcasting professionals use to assess whether the public considered those programmes to have been of good quality? And
· Would it be of any value to the public for the broadcasters to make their programmes subsequently available in either secondary television markets, on the Internet, or on either videocassette or videodisc?
In short, how can OFCOM ensure that the public obtains the maximum benefit from good quality television programmes that are produced by the commercially funded PSBs, even if they initially obtain poor ratings?

35. OFCOM’s responsibility under the Act is to maintain and strengthen PSB so OFCOM may also wish to analyse cable and satellite viewer habits in greater depth before drawing conclusions about the future of PSB and the efficacy of an open market.  One conclusion that VLV has drawn from the data as presented could be that most multichannel viewers are paying a lot of money to view many programmes that others receive free - this may have an impact on future conversion to subscription channels as Freeview grows with a limited range of other channels.

35. VLV therefore submits that OFCOM should consult with broadcasters, potential sponsors, representatives of the public and academic researchers to address these issues. It would be wrong for OFCOM to assume that these issues can be resolved through greater competition between channels and the introduction of more pay-channels.  What viewers will need in the digital age is the opportunity to re-view these programmes, preferably on a free-to-air basis, at a time of their own choosing.
Question 6: Do you agree that competition for quality between the main terrestrial networks is an important aspect of the current system, but that it has been put under strain by increasing competition for viewers, even from the BBC?

36. VLV agrees that competition for quality between the main terrestrial networks has been an important aspect of the current system.

37. VLV also agrees that competition for quality has been put under strain by competition for viewers. 

38. But VLV also considers that competition can be healthy, and that in general the BBC’s competitive stance in relation to quality programmes has been relatively positive. 

39. The central issue which is at stake here, is whether in a digital world many of the consumer market failures that justify intervention in the broadcasting market will, in fact, disappear. VLV considers that they will not automatically do so. VLV shares the attitudes of most viewers as expressed in paragraph 94 of OFCOM’s main report, namely that they favoured the status quo, and that if regulatory obligations have to be relaxed they preferred small-scale reductions across the board.

40. There are two regulatory issues here:

· Will unregulated competition for ratings outweigh competition for quality? And

· Will there be different outcomes for individual programme genres?

41. Consider first, the impact of unregulated competition on the balance between the competition for ratings and that for quality. As OFCOM has discovered, the competition for quality and that for ratings often move in opposite directions. In an increasingly competitive environment, many broadcasters are having to adopt an increasingly copycat approach in search of ratings. They consider that there is less acceptance of failure in individual programmes than there used to be, which results in a narrower range of the subjects addressed. In peak-time especially, there is more demand for trusted formats and entertainment value in all areas of programming. (para. 47) Moreover, the recent dramatic growth in ‘factual entertainment’ programmes has largely replaced consumer affairs programming. Furthermore, although Channel 4 and Five have increased the quantity of their factual output that addresses serious programming, the total audience for serious factual content (across all channels) has fallen by 36%, whereas that for factual entertainment is up by 20%. (para. 49) 

42. In VLV’s opinion, the time may well have come when OFCOM will need to think imaginatively. It will need to draw a clear analytical distinction between (a) the nature of the programmes that are produced by the PSBs for which it has regulatory responsibility; (b) where and when societally-valuable programmes are transmitted in an increasingly competitive environment; 

and (c) how, and in what manner, the public may watch and reflect on those programmes, at other times or in other places, subsequent to their first transmission.  It is precisely because the commercially funded public service broadcasters only measure the public value of their programmes by their ratings when they are first transmitted, that competition for ratings marginalises, and possibly even eliminates, competition for value. It could well be that if OFCOM and the broadcasters were to reassess the potential societally-valuable programmes which could be screened on several occasions in a digital multi-channel environment, or in which they allowed members of the public to screen off-air recordings of these programmes in off-air venues, then it might be possible for both OFCOM and the broadcasters to marry competition for value to that for ratings.

43. There also appears to be an implication in this question that the BBC should not be competing for viewers.  VLV believes competition between PSBs to be essential to a healthy broadcasting environment, as is supported by OFCOM’s public research (Section 94 in main report)

43. Although it is also important, as noted above in Clause 14  for OFCOM to analyse carefully whether unregulated competition is likely to lead to different outcomes across different programme genres..  According to OFCOM’s own research (main report, figure 33) the public considers the personal importance to them of programmes broadcast in the following genres to be of equal or greater importance than their societal importance: news, sport, drama, soaps, serious factual, comedy, films, light entertainment, contemporary music, religious, and arts and classical music programmes. Even though viewers value a mixed schedule, and as citizens they consider several genres to be socially  important, as individual consumers they would be less interested in watching them personally. than they would be to them personally: The forsaken genres include all categories of regional programmes, other factual programmes, and current affairs, education, and children’s programmes. It is therefore in these particular genres that unregulated competition for ratings is especially unlikely to lead to competition for value.

44. VLV therefore concludes that OFCOM should distinguish rigorously between two forms of competition that the commercially-funded PSBs should address. On the one hand, they should continue to compete with the BBC for value as well as for ratings. On the other hand,  commercially-funded PSBs could be afforded some degree of regulatory relief  in those  programme genres where unregulated competition with other commercial broadcasters would be likely to lead to a reduction in value. In part, this could be achieved by allowing them increased flexibility in scheduling socially-valuable programmes, but that if it were to adopt this approach, OFCOM should reassess the relationship between commercially-funded PSBs and the uses that the public as a whole could make of their programmes after their initial transmission.  

Question 7: Do you agree with this analysis, and think that the definition provides a good basis for considering the future provision of public service broadcasting and the means of funding and delivering it?

45. As indicated above, VLV partially agrees with OFCOM’s analysis, but fears that, on a number of grounds, the conclusions tend to be too simplistic.

· It fails to recognise that between 1993 and 2003 both the viewing share and the audience reach of BBC channels have declined less than those of ITV and Channel 4.

· It fails to distinguish between the differences in the viewing habits of those viewers who have opted to watch free-to-air digital channels, and those who have been willing to pay for additional digital channels;

· It fails to distinguish between the duties imposed on OFCOM to exercise qualitative judgments, and those duties which it can discharge simply by making quantitative measurements;

· It fails to distinguish between competition between the commercially-funded PSBs and the BBC in delivering programmes, and competition between commercially-funded broadcasters for advertising revenue as measured by programme ratings;

· It fails to distinguish between the need to ensure that the commercially-funded PSBs continue to produce socially valuable programmes in the new digital age and the commercial evaluation of those programmes merely by the ratings that they achieve on their first transmission;

· It fails to recognise that increased competition for ratings does not necessarily lead to increased competition for value.

· It fails to provide evidence that in a digital world consumer market failures will disappear

46. In VLVs view, it is important for OFCOM to restrict its analysis to the future provision of public service broadcasting by the commercially-funded PSBs, and not to conflate this with the future activities of the BBC for which OFCOM only has regulatory responsibility in tiers 1 and 2. 

This requires OFCOM to focus its attention more closely on the changing nature of the marketplace in revenues from advertising and sponsorship as the means for delivering the revenues for public service broadcasting; and on the increased opportunities afforded by the advent of digital broadcasting for delivering those public service programmes to viewers.

Question 8: Can the challenges of reach and impact be successfully met in a digital world of fragmenting audiences and revenues?

47. OFCOM has already identified a number of immediate consequences of Phase 1 of its work. These include:

· the need to move away from a genre-specific approach to regulation;
· more focus by the commercial networks on the most highly valued aspects of PSB;
· the need to introduce a new approach to measuring, monitoring and assessing PSB; and
· the need for the BBC to reaffirm its position as the UK standards setter for high quality PSB provision.
VLV agrees with these consequences, and it has already highlighted aspects of them in its response to OFCOM’s earlier questions. 

48. OFCOM also notes the importance of achieving digital switchover as a means of delivering better choice, competition, range and quality to consumers.  

While VLV supports the general project of achieving switchover, it is far more sceptical about the benefits that will flow from it than OFCOM appears to be. Digital switchover will bring viewers:

· more channel choice, but not necessarily better programme choice;
· competition in the sale of airtime, which will  lead broadcasters to focus on delivering either mass audiences or affluent viewers in niche markets;
· a narrower range of programme genres, as OFCOM’s analysis shows;
· a potential decrease in programme budgets for all but the most popular genres; and
· increased benefits to the real consumers (i.e. the advertisers and sponsors) and reduced benefits to viewers, who are the ‘content’ that commercial broadcasters deliver to their consumers.
49. Moreover, there is a fundamental contradiction between the central premise of Question 8 and the thrust of the UK’s drive for digital switchover.  Question 8 is concerned to meet the ‘challenges of reach and impact’, whereas OFCOM’s rationale for digitalisation is that it will put power into the hands of the consumer.  Thus question 8 is based on the premise that it is good for people to watch socially worthy television broadcasts as they could change for the better the manner in which they conduct their lives, or they perceive the world. The premise of digital switchover however, is that it will free the viewers from the tyrannies of limited channel choice and oligopolistic scheduling decisions that force them to watch programmes that they would otherwise prefer to avoid.

50. As OFCOM’s research has shown however, viewers can be contradictory animals, who say, on the one hand, that as citizens they want mixed schedules and a continued supply of socially-worthy programmes, but when left to their own devices as consumers, they choose to watch socially-irrelevant, or even socially-meretricious, programmes. How can OFCOM resolve this contradiction?

51. One way would be for OFCOM to adopt different methods of assessing viewer evaluation from those of the advertising industry. Alongside the standard (and to some degree dubious) method favoured by advertisers of determining audience ratings from the viewing patterns of a small sample of viewers, OFCOM could conduct (or require broadcasters to conduct) other forms of research into viewer behaviour. These might include appreciation indexes, focus groups, citizens’ juries, diary records, extended interviews and so on. But OFCOM could also develop other forms of research which were specifically designed to explore the contradictory nature of viewer attitudes and viewer behaviour. 
52. It would also be important for OFCOM to explore how the attitudes and social habits of individual viewers change over relatively short periods of time. Many people can be concerned about socially serious issues during the day, but simply want to ‘switch-off’ in the evening. Others may feel ground down during the week, but find that their serious, or reflective, side surfaces during the week-end. 

53. VLV therefore suggests that OFCOM will need to invert Question 8, if it is to be ‘fit for purpose’ for the digital age. It might be better to reframe it as “How can public service broadcasters successfully satisfy the social needs of citizens in a digital world of fragmenting viewer ratings?”

54. VLV does not claim to offer any simple solutions, but it would be prepared to assist OFCOM in reframing its intellectual agenda.
Question 9: Do you agree with these conclusions about the immediate priorities, and are there other issues that you think we should be considering?

55. We have indicated above that we recognise the challenge faced by OFCOM in developing a practical regulatory framework for commercially funded PSBs in an age of increasing viewer choice. Central to this however, must be a recognition that the digital revolution will not merely be a ‘top-down’ evolution, but also a ‘bottom-up’ revolution. Today, the choice of communications media for many viewers has been significantly enhanced by the advent of the Internet, on-line newspapers, official websites and government information services and various ‘search engines’. But at the same time, there are many viewers who remain reliant on old-fashioned public service broadcasting, because they cannot afford, or do not know about the informational benefits of the new ICTs. The challenge for OFCOM is how to assist the commercially-funded PSBs to position themselves in a world of widely-differing viewer skills and communicative awareness. How can they preserve the best of the past for less informationally-sophisticated viewers, while also positioning themselves to serve the informational needs of the more technologically advanced?

56. VLV recognises that the BBC and its Governors will share some of these concerns, but here too competition may well lead to better value for the UK’s citizens and viewers. There is a disturbing tendency in OFCOM’s analytical approach to public service broadcasting to try and establish a single definition that will cover the whole of the UK. In VLV’s view, this is not necessarily the best approach. It may well be that the BBC will set the national standard for public service broadcasting in the UK because it is separately funded via the television licence fee. But its independent source of funding could also lead to the Corporation getting out of touch with the tastes and expectations of real viewers and the manner in which they lead their lives, as happened during the 1950s before the arrival of ITV. Fortunately, this does not appear to be the case at the moment, as the recent data for the BBC’s viewer share and audience reach (which were cited above) both show.  In VLV’s view therefore, OFCOM should seek to ensure that commercially-funded public service broadcasting continues to function separately from licence fee-funded pubic service broadcasting, thus continuing to offer viewers a choice of both systems. Indeed, in the digital age it would be possible to envisage three separate systems of public service broadcasting: one that is funded by the television licence fee, a second that is funded by the sale of airtime and sponsorship; and a third that would be funded by subscription perhaps without the benefit of PSB ‘must offer’ provisions.

Question 10: Do you agree with our propositions? What considerations should we take into account in our further analysis of them?

57. As VLV has already indicated, we share some of OFCOM’s propositions, but we have significant reservations about its limited approach, and the underlying assumption that everything can be solved by a competitive marketplace in broadcasting. Digital switchover will only benefit viewers in a limited number of ways. It will bring them many dangers, as well as opportunities. 

We now turn to OFCOM’s ten propositions for the transition to a fully digital world.  VLV is disappointed that OFCOM provides no evidence base for some of the propositions, little reference to the past and continuing strength of a broad PSB approach as recognised by the research, and a disposition by OFCOM to release ITV further from PSB obligations instead of committing it to remedy its recent weaknesses.

Proposition 1

58. VLV agrees that OFCOM needs to examine the prospect for PSB funding and the case for seeking alternative resources. The difficulty with OFCOM’s proposal however, is that it fails to distinguish between the popular (and therefore commercially-successful) programme genres and the unpopular (but presumably socially-worthy) programme genres.  It cannot simultaneously be true that the commercially funded PSBs can both claim to their shareholders that they are increasingly profitable, while claiming to OFCOM that they have insufficient revenue to be public service broadcasters. [We recognise, of course, that Channel 4 has no shareholders in a conventional sense.] Viewers, and we imagine OFCOM, will want to be able to evaluate three interconnected sets of financial data:

· the annual programme spend of each PSB;

· the annual genre mix of each PSB, together with the spend within each programme genre; and

· the annual dividend which each PSB repays to its shareholders.

There is anecdotal evidence that despite their regular pleas of poverty, commercially-funded PSBs are still profitable businesses.  The commercial funding base through advertising may have been eroded but OFCOM offers no evidence, produced through analysis of non-PSB channels, to indicate that this is permanent, only assumption.

59. It is true that popular support for the TV licence fee may be jeopardised by increased audience fragmentation, but in VLV’s judgment its popularity would fall even further if part of it were to be allocated to companies with shareholders who were receiving annual dividends on their investments. Why should public funds be used to subsidise commercial investors? Moreover, the suggestion that popular support for the licence fee might be improved by assigning it to the production of socially-worthy programmes, seems to contradict the assumption that it will become increasingly unpopular as the BBC loses its audience share and audience reach.

60. If new forms of explicit or implicit funding or support for PSB are to be considered in the longer term, viewers will need to be assured that they are not simply further charges which will be imposed on them, either directly or indirectly, once they have switched to digital.  On the other hand, if the present regulatory arrangements continue, once digital switchover has been completed, the commercial PSBs will cease to have to pay the Treasury for their analogue transmission licences, which will bring them a huge reduction in their outgoings, (currently £250 million per annum) which viewers could well want to see reinvested in socially-worthy programmes.

Proposition 2:

61.  Proposition 2 makes it clear that in this proposition OFCOM is restricting the use of the term ‘PSB’ to programmes which are socially worthy but commercially unprofitable. Thus PSB has now been redefined as those programmes which would not be produced in a competitive marketplace. It fails to recognise that PSB includes the popular as well as the unpopular programme genres. Moreover, it fails to recognise that popular programmes, such as soaps, can contain socially worthy elements. A public service broadcaster can entertain in order to inform, and inform in order to educate. As yet, VLV considers that OFCOM has failed to make any case for narrowing the definition of public service broadcasting in this manner. Nor has it yet produced any evidence that in a digital world there would only be a single monopoly supplier of PSB.

Proposition 3:

62. Proposition 3 is based on the assumption that public funding will be necessary to secure the purposes and characteristics of PSB. No such case has yet been made. Even if it were, there would be no justification for allowing the broadcaster or the producer to retain any rights in the programme so produced. It would be necessary for the copyright to remain with the Crown so that viewers could have access to the programmes whenever they wanted, possibly on a video-on-demand basis.  The central issue here is if public funds are used to finance the programme, what guarantee will the public, i.e. viewers, have that they can access a programme that has been made with public funds?

Proposition 4:

63. VLV does not mind who makes these programmes. As long as they are professionally made, it does not matter who makes them. Naturally VLV would assume that a not-for-profit organisation could make them more cheaply as the organisation concerned would not be seeking to make a profit from its programme-making activities.

Proposition 5:

64. VLV supports proposition 5. Indeed, one of OFCOM’s prime purposes in this area should be to explore how the evolving TV broadcasting market can serve the needs of citizens by continuing to finance socially-worthy programmes.

Proposition 6:

65.  VLV has cautioned above that it is not within the purview of OFCOM to seek to regulate the BBC in editorial matters of this nature. VLV considers that the range of the BBC’s activities in relation to PSB purposes is already reviewed decennially in a process which is called Charter Review.

66. Nevertheless VLV recognises that it may be possible for the BBC and OFCOM to establish a joint programme for sharing studio and other production facilities, and for the joint distribution of programmes in secondary markets.

Proposition 7:

67.  Proposition 7 is marred by another assumption about PSB, namely that it consists solely of programmes with publicly-ratified purposes and characteristics.  Not only does it seek to impose a Jacobin-type straightjacket on the BBC, but it redefines the notion of public service into one of official conformity.  VLV disagrees with this proposition and has yet to see any evidence to support it.

Proposition 8:

68. The future of Channel 4 in the digital age will be problematic, not merely because of increased competition for funding, but because its social role and purpose may increasingly be challenged in a digital world.  Channel 4 was founded on the assumption that there were a range of subjects and social attitudes that were not being covered by ITV and the two BBC channels.  Under successive  managements, its programming policies have changed, partly to introduce more foreign (but mainly American) programming to British viewers, and partly to promote the stylish and the culturally avant-garde.  In the digital age, it will be forced to choose between becoming a niche channel that can sustain itself by broadcasting specialist advertising, and a socially radical channel that may well require public support. VLV notes that Channel 4 has already publicly rejected the option of taking a share of the television licence fee. VLV considers that for the present, OFCOM should make no move until Channel 4 makes clear that it is unable to maintain its distinctive role and ethos in the digital market-place. Moreover, any plan to modify the Channel’s ownership status through privatisation would almost certainly jeopardise that distinctive role and purpose.

Proposition 9:

69. It is important for OFCOM to be clear about the nature of the claim that it makes that major contribution that independent producers make ‘to PSB purposes’ across most programme types.  To do this, it is necessary for regulators to be fully informed about the precise nature of the commissioning process. While it is true that independent producers can produce original ideas, the process can operate in the opposite direction. That is to say, broadcasters can specify the putative audience, the required social purpose and the budget for a programme, thus ensuring that the risk/reward ratio is tilted against the producer and the creative challenge for the producer is to produce a new and cheaper solution for a programme format and purpose that has been decided beforehand by the broadcaster.  VLV considers that there is no inherent benefit in raising the quota for independent programming. Given the increased competition for revenues, many commercial broadcasters will already wish to commission more independent production for sound economic reasons. Moreover, in an increasingly competitive climate they should be allowed to decide for themselves how best to fulfill their PSB obligations, without having to deal with the additional bureaucracy that will result from increasing the quota.

Proposition 10:

70. VLV recognises that many significant challenges lie ahead. But even when digital switchover has been achieved, viewer choice may not be much greater than it is now.  In fact, Internet access (which OFCOM does not regulate) may offer viewers more real choice than digital television, especially in the field of socially-valuable information. Despite the rapid growth in television channels since the early 1990s, the total number had already started to decline in the early years of the new millennium. (Figure 21) even though ‘bundling’ was permitted to continue, itself a form of market abuse Not one of the multichannels managed to capture even 3% of the audience share in 2003; and only seven managed to capture more than 1%. Moreover two of these seven (ITV2 and E4) were subsidiaries of commercially-financed PSBs. (Figure 35).  Furthermore, although the ONS time use survey in 2001 identified TV and Video as accounting for 2.5 hours per day of viewers time, it failed to disaggregate the time spent watching TV from that spent watching video. 

71. In addition, there is not only a danger that OFCOM’s fears could be unduly alarmist, but that it is nurturing two contradictory visions of the future. The first is that because market failure has been considerably reduced, it will be impossible to justify market intervention on its present scale to secure PSB. The other - and quite contradictory scenario - is that because of increased competition and viewer choice, it will be impossible to secure the purposes and characteristics of PSB through television at a reasonable cost. If the latter proves to be true - which is what  OFCOM chooses to imply from its own research  - then OFCOM needs to turn away from audience ratings and examine how the citizen needs of the public can indeed be served by the increasingly consumer-oriented PSBs over which it has regulatory jurisdiction. OFCOM would also want to explain more clearly what it meant by cost - to whom and how apportioned

VLV do not agree, from the evidence presented, that PSB may not be justified on its present scale. VLV is also disappointed that OFCOM have failed to use the evidence from its public research to explore how to maintain and strengthen PSB in the broad sense that the research results indicate to be the wishes of the viewer. 

VLV hope that in the next phase of the Public Service Broadcasting Review OFCOM will address the issues raised in this consultation response.  In the interim VLV will be happy to expand on their comments to OFCOM. 

End

June 2004. 
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