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To the Ministry of Transport and Communications

On 22 May 2003, the Ministry of Transport and Communications appointed a Working Group to prepare a proposal on how to arrange the financing for Yleisradio Oy during the transition to all-digital broadcasting, taking into consideration the securing of Yleisradio Oy’s operations in the long term as a comprehensive service provider; any opportunities for increasing the efficiency of the company’s operations, and the effects of the company’s financing model on the Finnish broadcasting market. In addition, the Working Group was to report on

1) how the transition to digital TV could be expedited with consideration to the statement in the Parliament’s response to the Government bill on the amendment of legislation concerning the communications market (Government Bill 112/2002) vp; Parliament’s response 272/2002 vp)

2) the schedule and principles to be applied to the transition to all-digital TV broadcasting,

3) how the obligation to transmit certain channels and services via cable television networks (the must-carry obligation) should be developed so as to ensure that public service television can be transmitted in a competition-neutral manner,

4) how the definition of public services in TV and radio legislation and  Yleisradio Oy’s duties arising from its comprehensive service mission meet the challenges of the present communications policy and the converging operating environment, and

5) any adjustment needs to Yleisradio Oy’s administrative model, which is based on Chapter 2 of the Act on Yleisradio Oy (1380/1993).

The Working Group should make the necessary proposals both for action and legislative amendments by 30 September 2004. An intermediary report on the progress of the work should be submitted by 1 December 2003, including preliminary proposals for actions as concerns points 1 and 2 above. 

Seppo Niemelä, Secretary General, was appointed Chairperson, and the Working Group members are the following: Managing Director Reijo Svento, Assistant Max Mickelsson, Communications Manager Matti Hokkanen, MP Jyrki Kasvi, MP Eva Biaudet, LL.M. Ingrid Heickell, and Assistant Department Head Liisa Ero, who is the representative of the Ministry of Transport and Communications. Senior Media Advisor Ismo Kosonen and Special Government Advisor Maaret Suomi were appointed as secretaries to the Working Group.

The Working Group met nine times before submitting this intermediate report. During its work, the Working Group heard the expert opinions of industry players, equipment manufacturers, the advertising sector, content producers, and consumer organisations. The Working Group also initiated a discussion on the otakantaa.fi forum on the Ministry of Finance website on issues relating to the transition to all-digital TV. Additionally, the Working Group organised a public discussion on the scheduling of the switch-over to digital broadcasting on 12 March 2003. The Working Group has also taken into consideration the preliminary report of the ‘Television Operations in Finland 2010’ working group, published on 3 June 2003. 

Having completed the first phase of its work, the Working Group now respectfully submits its intermediate report to the Ministry of Transport and Communications. 

Helsinki, 8 December 2003
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Chairperson
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Eva Biaudet
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1. Introduction

Communications are transmitted over telecommunications networks mainly in digital format. The digitisation of the networks used for broadcasting television programmes is well under way in all developed industrial countries. 

A discussion on actions to advance digitisation and switch off analogue broadcasting has begun both in individual Member States and at EU level. In connection with the eEurope 2005 Programme, the European Commission has requested information from all Member States on their plans concerning the digitisation of television networks by the end of 2003. The issue is topical not only in Europe, but also in the United States. 

Digital television offers its viewers new channels, sophisticated teletext services, a better picture and sound quality, and, eventually - as the equipment develops and pilot phases are followed by actual production - interactive transactional, data search, entertainment, and other services. Technological development allowing access to Internet-based services via a TV set is also possible in the foreseeable future. 

The production technology used by Finnish television companies is already almost entirely digital. A transition to all-digital transmission technology would reduce the TV companies’ transmission costs by about 34 million euro per year. Technological development and new services also improve the companies’ ability to compete with other rapidly evolving media. An increase in the number of channels and services will also increase competition within the sector. 

The radio frequency spectrum is a valuable limited natural resource. As wireless communication increases, the demand for spectrum rapidly grows. The digitisation of television networks improves the efficiency of spectrum usage and releases spectrum for other uses. Naturally, digital television also has a positive impact on the operations of equipment manufacturers and retailers, as well as enterprises offering various programme services. 

The Government made a policy decision on the digitisation of television networks on 18 May 1996. In accordance with the decision, Yleisradio Oy started measures to corporatise its transmission equipment. The Ministry of Transport and Communications, in turn, began to prepare the programming licence process and the new legislation that would be required. 

On 23 June 1999, the Government granted eight licences for digital television broadcasting. At the same time, one of the three multiplexes available was reserved for use by Yleisradio Oy. Upon making the programming licence decision, the Government noted that its objective was the switch-off of the analogue television service, when the existing analogue licences expire at the end of 2006. A final decision in the matter can only be made later, when there is more experience of the commencement of digital television broadcasting.   

Digital TV broadcasting has started more slowly than was originally expected. The poor availability of suitable receiving equipment has been considered the most important reason for the sluggish start. The general economic difficulties faced by television and IT companies have presumably also slowed down the process. 

The digitising of television has been based on the premise that most digital services would be available throughout the entire country. According to the Act on Yleisradio Oy (1380/1993), the company’s duty is to provide comprehensive radio and television services, including related extra and additional service, for all citizens under equal conditions. The licences of MTV Oy, Ruutunelonen Oy, SubTV Oy, Suomen Urheilutelevisio Oy, and Vizor Oy require the extension of their services to the entire country by the end of 2006. 

At the moment, the digital television network covers about 74% of the population. Key television operators and the network licence holder, Digita Oy, have agreed on the construction of new broadcasting stations so that the network will reach 94% of  the population by the beginning of August 2004. It has not yet been decided how the transmission of digital services can be secured in areas outside this service area.

The digitisation of television networks will only become profitable for the industry and society in general when analogue networks are switched off. Therefore, the transition period from analogue to digital broadcasting should be as short as possible. However, analogue broadcasting cannot be switched off until all the sections of the transmission process, starting from the broadcaster and ending with the recipient, are in working order. Currently, the most serious problems affect reception.

The reception equipment available on the market is quite expensive for many households. The operating reliability of the equipment also leaves much to be desired. Growing production volumes, together with technological development, will quickly reduce equipment prices and solve technical problems. 

Many television viewers are satisfied with the existing supply of television programmes and the quality of the television picture. If the supply of services does not increase considerably, many people will not consider the purchase of a set-top box a necessary investment. The deployment of new equipment and services is also perceived as being difficult either with or without reason, and there is a certain resistance to it. Hence, further new services must be provided, and the usability of the services must be improved. Also, education concerning the introduction of both the equipment and the services must be increased.  

The government platform of Prime Minister Matti Vanhanen’s government states that any measures required for accelerating the transition to digital television broadcasting will be investigated both for Yleisradio Oy and for commercial television companies. 

The purpose of the government’s information society programme, included in the government platform, is to increase competitiveness and productivity, as well as social and regional equality through the exploitation of information and communications technologies throughout society.  According to the programme, technologically neutral means of communications policy are to be employed in order to make fast telecommunications connections, which are regionally extensive and reasonably priced for their users, available to all citizens by the end of 2005. People’s abilities to exploit the information society will also be improved, and the introduction of electronic services by public agencies and institutions will be considerably stimulated. The programme also ensures that the legislative environment is up to date. Also, the programme aims to stimulate the production of digital services; and content production for digital media; as well as encouraging enterprises in electronic business and networking. 

The general objectives of our communications policy, as laid down in various sources, include the expansion of the freedom of expression, which includes the right to receive information, and the promotion of Finnish culture and content production. The digitisation of television networks can contribute to the achievement of these objectives. Digitisation enables the diversification of programme supply, and lowers the threshold for starting television operations, which is currently considered to be high. The new infrastructure, which is currently being formed, is also open in a completely new way, which means it can function as a communications medium between a range of small groups or even individuals in a way that analogue networks never could. On the other hand, digitisation requires that viewers buy receivers, which may, in certain cases, become a barrier to the use of digital services. 

2. Current state of TV broadcasting

2.1. General

Finland has four national analogue television channels: TV1 and TV2, which are broadcast by Yleisradio Oy, and commercial channels MTV3 and Nelonen. In addition to these, Yleisradio Oy broadcasts Swedish Television in Finland: SVT Europa is broadcast in Southern Finland, and SVT1 and SVT2 in Ostrobothnia in the service areas of the Kruunupyy and Pyhävuori broadcasting stations. 

Local television broadcasting is relatively small-scale in Finland. The most important local operators are Turku TV which is broadcast in Turku via cable, and Tampere TV which is broadcast both terrestrially and via the cable network in Tampere. 

On the basis of the Act on Yleisradio Oy, Yleisradio Oy provides radio and television broadcasts without a licence. In addition, Yleisradio Oy has been granted a licence to broadcast Swedish Television programmes. This licence will expire on 21 April 2004. The licences of MTV Oy and Oy Ruutunelonen Ab, granted on the basis of the Act on Television and Radio Operations (744/1998), are valid until the end of 2006. 

The Government granted licences for nationwide digital television broadcasting in June 1999. Licences were granted for two different multiplexes for the following companies: MTV Oy (MTV3 digital), the City-TV chain (four regional licences), Suomen Urheilutelevisio Oy, Wellnet Oy, Oy Ruutunelonen Ab (Nelonen digital), Helsinki Media Company Oy (a film channel), Werner Söderström Oy (an educational channel), and Canal+Finland Oy. The licences were granted for the period 1 September 2000 – 31 August 2010. 

Broadcasts pursuant to the licences granted in 1999 began on 27 August 2001. However, four licence holders failed to start regular broadcasting by the agreed date. This released broadcasting capacity, and the Ministry of Transport and Communications declared new licences open for application in the summer of 2002. On 13 March 2003, the Government granted four new licences (Janton Oy, Canal+Finland Oy, Turun Kaapelitelevisio Oy, and Vizor Oy).

2.2. TV broadcasting networks 

Terrestrial transmission

Digita Oy , which has 38 large television and radio broadcasting stations and 200 smaller link and repeater stations, is mainly responsible for terrestrial transmission of television programmes. Digita Oy’s operational unit, together with six service areas and transmission stations, is responsible for the functioning of the network. Eleven of the stations transmit digital broadcasts. 

The connections to the broadcasting stations use terrestrial radiolinks, fibre optic cables, and satellites. New digital SDH optical cable links with 155 Mbit/s capacity are used for larger cities. 

One digital transmitter can broadcast at the rate of about 22 Mbit/s. This equals about 4-5 television channels per transmitter and multiplex. 

The digital terrestrial network can also be used for data transmission other than television and radio programmes. The network can be used, for example, for transmitting Internet-based data services (IP-datacasting). However, terrestrial digital broadcasting does not, as such, include a return channel. Nonetheless, a modem in the telephone network, for instance, can provide a return channel. 

In the autumn of 2003, the terrestrial digital network covered about 74% of the population. Major television companies have decided to expand the service area in such a way that the network will cover 94% of  the population. The broadcasting network should be completed by August 2004. 

Yleisradio Oy and MTV3 Oy’s analogue broadcasting network reaches 99.7% of households - at least in principle - using property- and household-specific aerials. The service area of Nelonen’s network covers about 75% of the population. About 50% of households have subscribed to cable television networks and use them also for receiving national television and radio channels broadcast over radio waves. 

The third construction phase, which covers the digital broadcasting network to the rest of the country - mainly digital TV transmission in Lapland (about 6% of the population) - is currently being discussed. Yleisradio Oy, Swelcom Oy, and MTV Oy have notified the Working Group in writing that they agree that, in order to expedite the penetration of digital television, ensure the equality of citizens, and to efficiently exploit the basic infrastructure in place, the most efficient and recommendable way of digitising the whole country is by a terrestrial transmission model which enables most of the network to be ready for use by the end of 2005. 

A report by consultants
, commissioned by the Ministry of Transport and Communications, states that the construction of a terrestrial digital network in Lapland and some other sparsely populated areas is economically the most reasonable way to transmit television broadcasts in these areas. 

A fourth digital broadcasting network

At the moment, there are three networks for digital television broadcasting. In the spring of 2003, a working group appointed by the Ministry of Transport and Communications analysed the possibility of deploying a fourth digital broadcasting network. The working group’s report was published in the publication series of the Ministry of Transport and Communications on 3 June 2003
.

In its report, the working group proposes that pre-commercial pilot activities be started in the Helsinki area. Any interested television companies and content producers could start the pilot activities during 2004. Based on the experiences thus accumulated, these activities could be expanded and licensed. Broadcasting in the fourth network would be primarily for mobile reception, and the reception of broadcasts would require equipment different from that required for receiving normal broadcasts. 

2.3. Programme supply and consumption of analogue TV 

In 2000 and 2001, the Ministry of Transport and Communications looked into whether television supply had diversified. The studies were carried out by the Svenska sosial- och kommunalhögskola. The study carried out in 2003 and entitled “Finnish TV Supply in 2002” describes the programme supply of national analogue channels (TV1, TV2, MTV3, and Nelonen) and digital channels (YLE24, YLE Teema, FST-D, SubTV, and Urheilukanava) in 2002. The following information is based on this study
. 

In 2002, the national analogue TV channels TV1, TV2, MTV3, and Nelonen, offered their viewers an average of 382 hours of programmes every week, which equals about 55 hours per day. TV1, with its 121 hours, was the biggest broadcaster, followed by MTV3 with 95 hours, TV2 with 84 hours, and Nelonen with 82 hours. 

Television programming is dominated by foreign fiction. Its share of the entire programme supply was almost 25%. Current affairs programmes accounted for 13%, sport for 11%, factual programmes for 10%, films for 9%, and entertainment 8%. The smallest shares were those of cultural programmes and Finnish fiction with 2% each. The overall profile of television supply has not changed significantly in the last few years. 

In 2002, first showings accounted for about 76% of the entire programme time. Therefore, repeats accounted for about a quarter of all broadcasting time. Their share has not changed much in the last few years. 

TV1

In 2002, TV1 was the most Finnish television channel in Finland. Sixty-seven per cent of its programming was Finnish, 23% European, 6% North American, and 3% of its programmes were produced in Nordic countries. 

Current affairs programmes accounted for almost one-third of TV1’s Finnish programming. Significant Finnish programme categories were also news and factual programmes. Because 2002 was an Olympic year, the proportion of sport of Finnish programming on TV1 was about 10%. 

Informative programmes with their 66% share feature heavily in TV1’s programme supply. Entertainment accounted for 30% of the entire broadcasting time, and 45% of prime-time programming. 

TV2

TV2’s daily broadcasting time was about 5 hours shorter than that of TV1. Television series accounted for 67% of TV2’s programming time. Repeats accounted for just over 20% of programming time at 18 hours per week. 

TV2 was also a very Finnish channel in 2002. Finnish programmes accounted for 66% of programming. Sport accounted for less than 30% of the Finnish programming, while current affairs and factual programmes accounted for 15% each. 

In 2002, TV2’s programmes were quite evenly divided into informative programmes (41%), and entertainment (48%). Children’s programmes accounted for almost 10% of the channel’s total broadcasting time. 

MTV3

Finnish programmes accounted for 50% of MTV3’s programming in 2002. North American programmes, which MTV3 broadcast on average 3.5 hours a day, had the second largest share of programming time at 40%. 

In 2002, the share of informative programmes on MTV3 was 30%, while entertainment accounted for 65%. 

The programme category that is the most typical for MTV3 is foreign fiction at 30% of total airtime. Current affairs programmes and entertainment also feature heavily in MTV3’s programming. 

Nelonen

A clear majority of Nelonen’s programmes, i.e. almost 50%, originated from North America, while domestic productions accounted for about 30%. Sport was strongly represented in the Finnish programming at 36%, and its share of total airtime was 11%. Another large Finnish programme category on Nelonen was entertainment, which accounted for over 25% of Finnish programmes. 

Informative programmes accounted for 14% of Nelonen’s total broadcasting time, while entertainment, excluding sport, accounted for 71%, and entertainment, including sport, for 83%. 

Foreign fiction is Nelonen’s most typical programme category. It accounts for 44% of total broadcasting time. The second largest programme segment was sport. 

Summary

The profiles of Finnish analogue television channels in terms of programme origin were different from one another. TV1 gave priority to Finnish and European programmes, TV2 invested in Finnish productions, but North American programmes still accounted for about 20% and European programmes for 10% of its programming time. MTV3 focused mainly on Finnish and North American programmes. About 50% of Nelonen’s programmes were North American, and its profile is the most American. 

The profiles of analogue TV channels also differed as concerns the relative shares of informative programmes and entertainment. TV1 is clearly the most informative (66%), followed by TV2 (41%), MTV3 (30%), and Nelonen (14%). 

As a whole, the supply of Finnish analogue TV channels in 2002 was very diverse, if the range of programme categories is considered. Statistically, both Yleisradio channels were clearly more diverse than were the commercial channels. The entry of Nelonen into the business in 1999 accelerated the division of labour between the channels – the channels have become clearly differentiated since 1997. 

2.4. Programme supply and consumption of digital TV

In addition to the digital versions of TV1 and TV2, Yleisradio Oy provides the following digital services in its own multiplex: YLE24 (a news service), YLE Teema (culture and science), and FST (Finlands Svenska Television). The total broadcasting time of these three new channels is more than 7,000 hours per year (the total broadcasting time of TV1 and TV2 is about 9,600 annually). These new channels broadcast about 2,000 hours of first showings per year, which is slightly more than the first showings on TV1. Along with digital television, Yleisradio Oy has made available to the public about an amount of new programming equal to TV1’s total broadcasting time.

MTV3’s digital content supply consists of the simultaneous digital broadcasting of the MTV3 channel. The channel is broadcast at the same time and with the same content as the analogue MTV3 channel. In November 2002, MTV Oy started an MTV+ parallel service which mostly shows sports programmes. 

The channel’s Do service started in May 2002. This service enables the viewer to find additional information about the programme by pressing the “do” button. Such additional information includes, for example in the case of the cookery programme Ruokalatv.com, cooking recipes and information on ingredients and kitchen utensils; the viewers can also participate in the programme by sending their own recipes. 

The news service on MTV3’s digital text channel started in March 2003. The service is available 24 hours a day, and the news is updated constantly. These services are implemented in co-operation with MTV Internet. 

MTV3 was the first Finnish TV channel to start offering pay-TV content services for set-top box owners. The service provision began in the Oulu area in September 2003, where all 13 out-of-town matches of the local ice-hockey team Oulun Kärpät were televised as part of the MTV3+ service. To view the matches either via an aerial or a cable network, the viewers need a set-top box and a TV card, which costs 69 euro. 

MTV3 Oy is the biggest owner of SubTV Oy, whose average broadcasting time on the digital SubTV channel is about 72 hours a week. The channel broadcasts films and comedy, action, sci-fi and drama series. SubTV also shows entertaining current affairs programmes dealing with music, films and trivia. Programmes are purchased both from Finland and abroad. 

The average digital broadcasting time of Urheilukanava (Sports Channel) is about 72 hours per week. 

Nelonen has utilised digital signal transmission, which began in 1996, since it began operations. It started digital broadcasting in the terrestrial network in August 2001.

The digital Nelonen can also be viewed on cable television networks offering digital programme content. The programmes on the channel are mostly the same as those broadcast in the analogue network. 

The broadcasts of the new Nelonen Plus channel, which is only broadcast via the digital network, began in the spring of 2002. The channel broadcasts live sports events. Nelonen began the pilots for interactive digital MHP (Multimedia Home Platform) services in May 2002. 

The year 2002 was the first full year of operation for the new digital channels: YLE 24, YLE Teema, FST-D, SubTV, and Urheilukanava. The channels broadcast 260 hours of programmes weekly. As a whole, the supply of these channels was similar to that of analogue channels, even though these digital channels, except FST-D, specialise in certain programme categories. Digital channels broadcast clearly more sport and factual and cultural programmes than did analogue channels. On the other hand, they showed less foreign fiction than analogue channels. 

2.5. Interactive digital TV services

In the autumn of 2003, Finnish TV market players started to develop interactive services more actively. MTV3 already has a long history in investing in the additional functionalities of its TV programmes.  Yleisradio Oy started its digital teletext service in November 2003. 

After the launch of some Finnish equipment and applications in early autumn 2003, it is now possible to download music files which can then be saved and played using the set-top box, and view photographs taken with mobile phone cameras.

The number of digital TV services available is expected to increase rapidly as a result of certain basic enabling decisions. These include decisions on various payment systems, trading sites, presentation of events, and ticket reservation sites. Operators in the TV sector consider the replication of new technologies a rapid process. They estimate that as knowledge and experience increases, these new additional features can be added to TV programmes at the rate of one programme per week. 

It is generally agreed that interactive commercial services become feasible when 200,000 set-top boxes are in use. This number will probably be reached in 2004. In practice, this means MHP equipment.

Digital TV can also offer local services. In fact, many local pilot projects are being planned at the moment. For example, the Department of Social and Health Services in Tampere is developing a project entitled ‘Odotushuoneesta olohuoneeksi’ (‘Turning a Living Room into a Waiting Room’) which develops the appointments-making process for health-care services, and the utilisation of digital TV in routine control appointments and the monitoring of medication (at the Ikaalinen health centre).

Also, YIT’s information channel is a common TV channel in the communal antenna system for each housing association. This channel can show residents information specific to themselves. 

2.6. Cable TV broadcasting and satellites

2.6.1. Analogue broadcasting

A licence is not currently required for cable TV broadcasting, but the Finnish Communications Regulatory Authority must be notified prior to starting operations. 

There are about 1.1 million cable TV subscribers in Finland at the moment, i.e. about 50% of households receive their television broadcasts through the cable network. The largest cable broadcasting companies, in terms of numbers of subscribers, were Helsinki Televisio Oy (237,000 subscribers), Sonera Oyj (153,256 subscribers) and Tampereen Tietoverkko Oy (83,550 subscribers). 

Some cable television companies also offer their subscribers a broadband service enabling access to the Internet. The cable network must be upgraded into a two-way system for this service. 

Cable TV networks are used for transmitting both Finnish and foreign public broadcasting channels, foreign satellite channels, local TV channels, and radio channels. 

The so-called must-carry obligation, as laid down in Section 134 of the Communications Market Act (393/2003), is an essential part of cable television operations. This obligation has been imposed on all telecommunications operators providing a network service in a cable television network. The must-carry obligation must be fulfilled without charge. The obligation encompasses  Yleisradio Oy’s public service television and radio programmes within the limits of the capacity specified for the company. Additional services related to programmes also belong to the scope of the obligation. About 360,000 households receive satellite channels via satellite dishes. Channels can be received from many satellites (e.g. Eutelsat, Thor, Astra, and Sirius). Some of the foreign channels receivable via satellites can be received free of charge, while some require a decoder card. 

2.6.2. Digital broadcasting

Almost all cable television networks have been upgraded to allow digital TV broadcasts. 

Although cable television networks offer their viewers a considerably larger number of channels than does the terrestrial network, the main national channels are the channels mostly viewed. They account for 93% of all TV viewing time.

Cable television has a central role to play in the deployment of digital television. If cable television operators cease to transmit other than must-carry analogue channels and start transmitting these channels digitally, this will stimulate the purchasing of digital equipment. Cable television operators are also planning their own interactive services.

Canal Digital Finland Oy and Oy Viasat Finland Ab are companies offering digital satellite channel packages in Finland. The digital channel packages offered by these companies can only be received using a decoder card for which there is a charge. 

2.7. Other operations

Local analogue TV operations are relatively small-scale in Finland. Licences for analogue TV broadcasting have been granted to Janton Oyj in the Tampere area, to När-Tv r.y. in the Närpiö area, and to KRS-Tv r.f. in the Kristiinankaupunki area. 

Local digital licences have been granted to Janton Oyj (in Helsinki and Tampere), and Turun Kaapelitelevisio Oy (in Turku). These companies have not yet begun operations.

In 2003, the Ministry of Transport and Communications opened the application period for digital television programming in the areas of Central Finland, Kymenlaakso, Pohjanmaa – Southern Pohjanmaa and Northern Pohjanmaa – Pohjois-Savo, Päijät-Häme, and Satakunta. The Ministry received seven applications. 

At the moment, digital radio broadcasting is only carried out by Yleisradio Oy, which transmits programmes both in a DAB (Digital Audio Broadcasting) network designed for radio broadcasting and in the digital television network. In connection with the application process mentioned above, the Ministry of Transport and Communications also declared radio licences for broadcasting in the digital television network open for application. The Ministry has received four applications. 

3. Situation in Europe

3.1. Situations in some European countries

Digital television broadcasts began in Europe in 1996, first in satellite networks and soon after in cable and terrestrial networks, based on Digital Video Broadcasting ('DVB') specifications. The average EU household penetration was estimated in 2002 at 32 million (21%): satellite 13.9%; cable 5.2%; and terrestrial 1.7%
. 

Figure 3.1. Digital television in Europe 2001 – 2007

See figure in the original document.

Tables 3.1 and 3.2 present the numbers and coverage of households with terrestrial digital TV, and the current situation of digital TV networks. 

Table 3.1. Households with terrestrial digital television, and as percentage of households. 

	
	1998
	1999
	2000
	2001
	2002

Q1
	2003

Q1
	2003

Q2
	% of households



	United Kingdom
	247
	552
	774
	1217
	1260
	1400
	1510
	6.1

	Sweden
	
	15
	35
	83
	100
	140
	175
	4.2

	Spain
	
	
	3
	150
	130
	130
	130
	1.1

	Finland
	
	
	
	5
	10
	97
	150
	6.5

	Germany
	
	
	
	
	
	120
	170
	0.5

	Netherlands
	
	
	
	
	
	
	8
	0.1

	Total
	247
	567
	812
	1455
	1500
	1890
	2143
	


Source: EBU estimates

Table 3.2. Terrestrial digital networks in Europe

	Country
	First digital broadcasts
	Full-scale digital broadcasting begins
	Switch-off of analogue broadcasts 

	United Kingdom
	September 1998
	November 1998
	2006 – 2010

	Sweden
	April 1999
	September 1999
	2008

	Spain
	May 2000
	May 2002
	2007 – 2009

	Finland
	August 2001
	October 2002
	2006

	Germany
	November 2002
	March 2003
	Underway in 2010

	Netherlands
	April 2003
	March 2003
	Begins in 2004

	Full-scale digital broadcasting for the other 10 countries are planned for 2004-2005

	Plans for the switch-off of analogue broadcasting in these countries vary a great deal. The planned year for switch-off varies from 2006 to 2015.


Source: EBU estimates

United Kingdom

Digital broadcasting in terrestrial TV networks began in the United Kingdom in 1998. Six multiplexes were allocated for the broadcasts: three were reserved for the BBC, and the other three for commercial purposes. The reception of commercial broadcasting required the purchase of a card for which there was a charge. However, the commercial supply failed to meet the set targets, resulting in the bankruptcy of the supplying company (Online). Equipment sales were also relatively low.

Digital broadcasting in terrestrial networks was re-started in the autumn of 2002. The BBC and commercial operators founded a joint venture company called Freeview to run the operation. In the new system, broadcasts are free-to-air, and this time the operation could be called a success. By September 2002, 2 million households had already purchased digital equipment, and receiving equipment continues to be sold at the monthly rate of 100,000 items 

The Freeview network currently covers about 84% of the population of the United Kingdom. The viewers are offered 30 TV and radio channels. 

In the United Kingdom, digital broadcasting is most often received via satellite. The pay-channel BskyB currently has 6.6 million subscribers. In total, 43% of TV households in the UK already have a digital receiver. 

The decision has been made in the UK to switch off analogue broadcasting. However, the final date has not yet been determined. It will most likely be between 2006 and 2010.

Sweden

Digital broadcasting began in Sweden in April 1999. However, after 4 years of operation, the number of digital receivers was only 175,000, equalling 4.2% of households. Originally, all digital broadcasts required the viewers to purchase a separate card, which has been considered one reason for the slow purchase of digital equipment. SVT stopped decoding its broadcasts at the beginning of 2003, which has presumably increased the recent rate of digital equipment purchases. 

There are four multiplexes available for digital broadcasting in Sweden. These are used for broadcasting 20 channels. At the moment, a licence process is under way seeking operators for two multiplexes. There are 50 applicants. 

Viasat and Canal Digital, which offer pay-TV services via satellite on the Swedish market, have already digitised their broadcasting systems. These operators are estimated to have about 600,000 customers. The number of customers of either operator has not grown much recently. About 160,000 households receive digital broadcasts via cable networks. In total, it is estimated that there are about 900,000 digital households in Sweden, i.e. 23% of TV households are already able to receive digital broadcasts. 

The decision has been made in Sweden to close to switch off the analogue network on 1 February 2008. 

Italy

Since the autumn of this year, the broadcasting network of Italy’s public service television company RAI reaches 50% of households. The company provides nine channels in two multiplexes. Full-scale experiments of terrestrial digital broadcasting will begin at the beginning of 2004. The Italian government has decided to subsidise the purchases of set-top boxes with 20 million euro. 

The decision has been made in Italy to switch off analogue broadcasting in 2007. 

Germany

Most Germans watch television via satellite or cable. Terrestrial broadcasting is a complementary form of broadcasting. 

There are more than 20 free-to-air TV channels available in the German terrestrial network. The limited nature of frequencies is hastening the transition to all-digital broadcasting. The transition will take place in stages and is managed separately in each area. 

By May 2004, 32 million of Germany’s 82 million population will have access to terrestrial digital broadcasts. 

Digital terrestrial broadcasts began in Berlin in November 2002. Analogue broadcasts were switched off completely in August 2003. However, only 160,000 of Berlin’s 1.8 million households received TV broadcasts through the terrestrial network before August 2003. 

Berlin’s decision on a short transition period to all-digital TV broadcasting was affected by the view that, regardless of the length of the transition period, households will only purchase the necessary equipment in the final few weeks before analogue broadcasts are switched off. A considerable investment was made in publicising the switch-over. For example, every household received a letter in February 2003 explaining that the digitisation would only affect reception by households not receiving TV broadcasts via cable or satellite. A service telephone number that was open during the transition period received about 22,000 calls. Only 600 of the queries were of such a nature that they could not be solved over the telephone. In addition to broadcasting operators, the information campaign also benefited from the participation of authorities and organisations representing Berlin’s tenants and consumers. The budgets of the information campaigns totalled 1.2 million euro. However, the actual costs came in under budget. 

In Berlin, special attention was paid to ensuring that the transition to digital television should also be possible for low-income households. For a limited period, manufacturers of digital equipment offered to hire out set-top boxes for a monthly fee of 8.50 euro. However, not many took advantage of this offer. German social security legislation entitles certain households to a television. Out of these households, those with terrestrial reception were considered to be entitled to free digital equipment. Social services distributed 6,000 digital receivers. 

There were fewer negative consumer reactions in Berlin than were expected. 

A transition to fully digital TV broadcasting by 2010 has been ratified by German legislation.

Spain

The first digital broadcasts began in Spain in the spring of 2000. At first, the operation was pay-TV based, but this did not achieve the desired results. As in the UK, the Spanish pay-TV operator (Quiero) went bankrupt. In the autumn of 2003, the penetration of terrestrial digital TV was only 1.1%. However, 80% of the population are able to receive digital TV broadcasts. The development of digital terrestrial television progresses mainly at regional level. There are plans for 750 local television stations. Decisions on local licences for terrestrial digital TV broadcasting will be made before June 2004. 

There are plans to switch off analogue broadcasting in Spain between 2007 and 2009. The official deadline for switching off analogue broadcasting is the year 2012. 

3.2. Communications from the Commission

Communication from the Commission on open platforms 

The EU Commission issued a communication on 9 July 2003 on barriers to widespread access to new services and applications of the information society through open platforms in digital television and third generation mobile communications (COM (2003) 410 final).

Both the Barcelona and Seville European Councils made the request to the Commission for a report on the remaining barriers to the use of information society services via open platforms in digital television and third-generation mobile communications. The analysis of barriers has been considered necessary in order to increase the citizens’ choice as to their services and the platforms over which they can access their desired services. The widespread access to new information society services and applications is one of the EU’s most important objectives. 

In addition to problems relating to open systems and interoperability, the communication considers issues relating to patents and copyright, consumer trust and confidence, and digital TV deployment to be problematic. Attention is also paid to the clarity of regulation and the pricing of spectrum. 

However, the Commission considers that, as digital markets evolve, commercial operators will be under increased pressure to offer interoperable services in multi-channel transmission. The Commission considers the most significant problems to development to be a lack of consumer trust and willingness, as well as business models. 
The communication also pays attention to the progress of deployment of the open MHP standard. The Commission has included the MHP standard in the list of standards for electronic communications networks, services and associated facilities and services
. Industry is encouraged to use open APIs (Application Program Interfaces) such as MHP. It is the view of the Commission that choosing MHP would help overcome problems relating to transition arrangements. 

However, the Commission considers that standardisation should be voluntary and industry led. 

Finland supports as widespread use of open platforms as possible. In our opinion, the deployment of the MHP standard throughout Europe would advance the development of digital television. 

The conclusions of the Telecommunications Council held in November 2003 urge Member States to ensure technologically neutral regulation and the availability of public services via different transmission channels, and to support the Commission’s standardisation programme. 

Communication from the Commission on the transition from analogue to digital broadcasting 

On 17 September 2003, the EU Commission issued its communication on the transition from analogue to digital broadcasting (COM (2003) 541 final).

The Commission has justified issuing this communication by the fact that although decisions in this matter are mainly made by individual Member States, the transition should take place in accordance with Community legislation. The starting point of the communication is that all public interventions should be in line with the general control objectives laid down in telecommunications directives (i.e. they must be technologically neutral, minimal, open, predictable, etc.). Any subventions, on the other hand, should comply with state aid rules. 

The Commission’s communication focuses on the transition from analogue to digital radio and TV broadcasting. According to the Communication, policy intervention should take place at national level in the first instance, considering market and policy differences between Member States in the area of broadcasting. However, possible EU contributions concern especially benchmarking, equipment standards, consumer information, and facilitating and promoting access to added-value services. 

The transition from analogue to digital broadcasting is a complex process with social, economic, and political implications going well beyond the pure technical migration. The main challenge is on the reception side: to replace or upgrade the huge installed base of analogue receivers. In the short term, the switch-over involves significant costs to market players. However, the positive effects of the process are indisputable. 

As for services, the communication states that proposing attractive services is the responsibility of the market, but some policy interventions can contribute. The communication also briefly touches on issues related to the must-carry obligation, copyright, and the diversity of digital broadcasting services. 

The communication does not propose a common switch-off date or the prohibition of selling analogue receivers. These decisions must be made at national level.

The eEurope 2005 Action Plan requests Member States to publish their intentions regarding switch-over by December 2003. It is necessary to prepare plans for this in order to increase predictability for market players. Annex 2 of the communication includes a checklist of items that could be included in switch-over plans published by Member States. In accordance with the checklist, Member States should, for instance, report on relevant legislation, the social, cultural, and economic policy objectives for digital broadcasting, a tentative schedule for the switch-over, and policy obligations and incentives. The Commission will issue another communication in early 2004, presenting a summary of national switch-over plans. 

The conclusions of the Telecommunications Council in November 2003 urge Member States to do as much as they can to publish any switch-over plans by December 2003, and to ensure that any policy interventions are open, justified, and timely. The Commission is urged to monitor and assess the development of the situation, and to start a political discussion on the use of the released radio frequency spectrum. 

4. Technology

4.1. Transmission  

The terrestrial digital network in Finland was originally built in such a way as to support the development and transmission of interactive services. Broadcasts are based on the European DVB standard (Digital Video Broadcasting). The MHP standard, developed by European operators, was chosen as the API for interactive services.

Cable TV players have also prepared for digital broadcasting and the forwarding of digital broadcasts. Currently about 86% of households receiving TV broadcasts via cable TV networks are able to receive digital broadcasts in their original format. 

Key players in the TV broadcasting sector in the Nordic countries have founded an organisation called NorDig which has produced a common receiver recommendation for the Nordic countries in order to enlarge the market area. The technical platform that digital TV services are to use in Finland is defined by standards and recommendations. 

The DVB standard is divided into three subgroups according to the transmission route qualities: terrestrial DVB-T transmission, DVB-C cable transmission, and DVB-S satellite transmission. The standards differ from one another, for instance, as concerns the modulation used. Therefore, receivers designed for one type of network will not work in another type of network. This can be problematic for a consumer when s/he moves to a residence that has a different receiving system than the one in his/her previous residence. It is technically possible to manufacture a receiver that can receive both terrestrial and cable broadcasting, but, for reasons relating to costs and demand, equipment manufacturers have not been interested in its manufacture. 

The transmission structure for television services is not expected to change substantially in the near future. The transmission of television services will continue to be based on terrestrial networks, supplemented by cable TV networks in densely populated areas and by satellite networks elsewhere. Foreseeable changes will mainly relate to service diversification, and especially to interactive services that use various other telecommunications and data networks, in addition to TV transmission networks, as a return channel. 

In accordance with existing agreements, Digita Oy’s terrestrial network will reach about 94% of the population by the end of 2004. According to calculations by Digita Oy, 5,092,699 people, i.e. 99.3% of the entire population and 99.86% of the population living in mainland Finland, can be reached by the end of 2006 by optimising network usage. Three thousand four hundred and fifty people will remain outside the optimised terrestrial transmission network. Special household-specific arrangements have to be made in order to make digital television available to this group. 

Digital satellite TV broadcasts already cover the whole of Finland. However, Yleisradio Oy’s services are not included in these broadcasts. From the perspective of TV companies, the main problem in satellite transmission is programme copyrights. Also, the high cost of transmitting local services via satellites is one reason why industry players do not consider satellite transmission a realistic alternative. 

Cable TV networks already reach 60% of Finnish households (i.e. households in densely populated areas), and almost 50% of households have already subscribed to cable TV services. Most cable TV networks will be digitised by the end of 2006. Television companies and cable TV companies must still agree on the terms of service transmission for channels not included in the must-carry obligation. 

Even if all realistic transmission methods are used in a mutually complementary way, difficult terrestrial conditions create “shadowy” areas that are particularly expensive to cover. This problem concerns about 1,000 Finnish households. 

4.2. Receivers

There are currently 3,489,000 TV sets in Finland. Therefore, there is an average of 1.5 TV sets in each household. 

As for technical solutions for digital TV, Finnish digital TV industry players have recommended open European standards (ETSI/DVB) and the NorDig receiver recommendation, which is based on the former. 

The receiving of digital interactive services requires the receiver to be equipped with an (agreed) API. Using the interface, the application producer can create applications that utilise the receiver’s resources, such as its memory capacity and processing unit. Such applications include electronic programme guides (EPGs) and the Super Teletext TV. 

Basic receivers are being sold briskly at the moment. According to the Association of Electronics Wholesalers, 103,507 set-top boxes were delivered to shops during the January-October period  of 2003. In the autumn of 2003, the organisation estimated that 250,000 receivers would be sold in the following six months. 

According to a survey conducted by Finnpanel Oy at the turn of August and September 2003, 126,000 households already had digital equipment enabling the reception of digital broadcasts either via a normal aerial or cable. The figure equals 5.9% of all households in mainland Finland. There was a set-top box in 2.5% of households at the end of February, and in 4.2% of households at the end of May. According to the same survey, an additional 57,000 households, i.e. 2.4%, also had a set-top box necessary for satellite dish reception.

At the moment, digital TV is spreading more rapidly in its coverage area than any previous technology. A prediction on the deployment of digital TV is presented in Figure 4.1.

Figure 4.1. Predicted deployment of digital TV (see figure in original document)

% talouksista = % of households 
v. = year

digiTV-tavoite = Digital TV target  
Matkapuhelin 1990 = Mobile telephones 1990=>

muva-TV = black and white TV
teksti-TV = teletext
videonauhuri = VCR

Internetyhteys 1996 => = Internet connection 1996 =>

Source: Digita Oy

By November 2003, the price of basic digital receivers had already dropped to 100 euro. There is a large range of basic DVB receivers, i.e. set-top boxes, available on the market for a price ranging from 119 to 299 euro. DVB-MHP receivers cost 299-395 euro. The prices for integrated digital TV receivers (iDTV) start from 995 euro. 

The monthly fees for leased receivers range from 10 to 20 euro, which means that the lessor earns his/her investment back in two years. 

Less than 10% of the 130,000 digital TV sets (consisting of a TV and a digital receiver) in use in Finland in the autumn of 2003 are estimated to be MHP receivers. 

Average prices for new equipment drop rapidly as a mass market emerges. For example, the average price for a VCR in 1985 was 640 euro, but only 168 euro in 2001. During the same period, the price of CD players went down from 370 euro to 168 euro
. It is estimated that in 2007 a basic set-top box will cost 49 euro, an interactive MHP receiver 99 euro, and an integrated digital TV 399 euro
.

Figure 4.1. Price development of digital receivers

Vuosi = year 

perussovitin = basic receiver 
MHP-sovitin = MHP receiver

Integroitu digitaalinen televisio = Integrated digital TV
kovalevylle tallentava digisovitin = digital receiver saving on hard disk

Source: TietoEnator

MHP receivers functioning with cable TVs have not yet entered the market. The development of MHP and the central issues relating to it can be decided independently in Finland, as we are dependent on decisions made in other market areas. 

At the moment, Finlux Oy is delivering about 6,000 digital receivers to shops every month. About 35% of these are integrated digital TVs. According to a Finlux representative, an integrated TV compatible with cable TV will also enter the market in the near future. Many different types of receivers equipped with recording capacity will also soon be available for purchase. Previously, a lack of sufficient demand has slowed down the growth of equipment supply and the reduction in the general price level. According to the Finlux Oy representative, the MHP standard continues to have technical problems, which has slowed down equipment manufacturing based on this standard. 

There are fewer brands of digital converters compatible with cable TV networks available on the market than brands suitable for use in the terrestrial network. Households connected to a cable television network rarely receive added value from digital reception in terms of improved sound or picture quality. This may have had an impact on the initial sluggish demand for cable network converters. Recently, the demand for equipment suited to cable television networks has been much greater than supply at times. The manufacturing of set-top boxes for cable television networks has been progressing slowly due to the many different standards used in different countries, and even within the same countries. Large manufacturers (such as Sony) have considered the manufacturing of this equipment for the Finnish market economically unprofitable for the time being. However, such equipment is available, for example, under the brand names of Finlux, Humax, Maximum and XSAT. 

5. Consumer perspective

5.1. Consumer surveys

The attitudes, ideas, and experiences of Finnish consumers on digital television have been studied in the surveys funded by the National Technology Agency of Finland TEKES and the Technical Research Centre of Finland VTT entitled Uusmedia kuluttajan silmin 1998 (‘New media as consumers see it 1998’), Kohti yksilöllistyvää mediamaisemaa 2000 (‘Towards a more individual media environment 2000’), and Digitalisoituvan viestinnän monet kasvot 2001 (‘The many faces of digitising media 2001’). Yleisradio Oy has also surveyed consumer attitudes towards digital television.

According to the surveys, consumers need more information on the existing digital services, rather than on services that perhaps would be available in the future. When the advantages of digital television are presented, attention should be paid to not raising the consumers’ expectations too high. This concern is raised by, for example, the Ensiaskeleet digi-tv:n katsojaksi (“First steps to viewing digital TV”) survey which showed that although, at the end of the survey period, those surveyed were quite satisfied with digital television, they were actually less willing to invest in digital television than before they had tested it. They expected and had believed that there would be more channels than there were. They also found the content of the additional channels limited. On the other hand, consumers were pleased to find that there was no fee for the additional channels. After the survey, 50% of the families participating in the test decided to buy the set-top box. Therefore, general attitudes can be considered to be quite positive. 

Surveys clearly show that digital television has to be able to offer clear advantages over analogue television or consumers will feel ripped off. The conclusion of the survey reads “Honest public discussion and televised information flashes targeted at the entire population might benefit the implementation of the reform”.

It is very important for consumers that the new technology is easy to use and reasonably priced. According to the TEKES survey “Towards a more individual media environment 2000”, television has become established as part of people’s lives, which is why any changes to it might initially raise suspicion or even resistance. In particular, interactive TV services could create a conflict between the ‘old’ and the ‘new’ television: people are used to television viewing being a passive experience, whereas interactive television requires some activity from the viewer. However, most views expressed in group interviews concerning new uses for television were positive. Ease of use and a better organisation of programmes were seen as advantages of digital television. Electronic programme guides and Super Teletext were considered the most interesting features. These gave the users a feeling that the new and more extensive digital television was easy to manage. The customisation of digital TV, i.e. equipment- and user-specific settings and profiles, as well as the data searching and recording possibilities, are also associated with manageability. 

If we want digital television to be accepted, it is important that the user interface is easy to use. Although digital television keeps changing continuously, usability must be a primary concern right from the beginning, because early mistakes can easily be repeated in later versions. If interfaces are very different from one another, the consumer has to continually learn new things. Of the equipment available, the consumers would choose the one with the most functionality, but, at the same time, they would like the interface to be easy to use, i.e. a low number of functionality options to be available. This paradox may indicate one danger inherent in the introduction of digital television: if digital television is perceived as difficult to use (as compared to analogue television), it may acquire a negative reputation. 

According to the “Towards a more individual media environment 2000” survey, consumers were interested in the content of the additional channels, and considered the increased number of options a good thing. On the other hand, there were reservations as to the increased supply of programmes: will there be enough time to watch television and is the quality of the programmes acceptable? Of the new channels, consumers had the most positive attitudes towards news, sport, and film channels. They also considered it a good idea that channels specialise in specific types of programmes. According to the researchers in this survey, it is important for consumers that digital television both increases the supply of programmes and improves programme quality. 

As for the services offered through digital television, consumers considered programme information, distance learning, and news services, i.e. utility programmes, to be the most important. They regarded the recording functionality (without a VCR), and the independent searching of further information, for example about TV programmes, the most interesting interactive features. On the other hand, the selection of viewing angles, affecting the plot, chatting, and games did not arouse much interest. 

A successful migration to digital television broadcasting requires sufficient consumer demand. The consumers must be offered both useful additional services and reasonably priced and easy-to-use digital receivers. 

In addition to improved picture and sound quality, consumers will benefit from the migration of information society services into digital television. For people without a personal computer or an Internet connection, television is the best known medium for electronic transactions. Groups with special needs can also use digital television as a tool for utilising information society services. 

Figure 5.1. Television viewing on an average day (minutes per day) in 1988 and 2002

See figure in original document

Yli 10-v = over 10 years v = years

Figure 5.1 demonstrates that the over-65s age group spends clearly the longest time watching television. The share of middle-aged and older viewers will continue to increase in the future, creating a new kind of senior audience that is more educated and demanding than hitherto. 

According to an audience survey conducted by Yleisradio Oy, consumers are conservative, changes in television viewing occur slowly, even if big changes in supply can have rapid effects on the relative share of different channels, 4-5 channels account for 90% of viewing time, and the supply of Finnish programmes is important to TV consumers, as is their satisfaction with Finnish channels. Although the use of various media overlaps more than before, this only has a minor effect on television viewing. 

From the consumer perspective, digital television is also a moral issue as television is considered a fundamental right of all citizens. The general attitude to digital television can quickly become negative if there is any suspicion that it will jeopardise the access of certain groups to television services. 

5.2. Household expenditure on mass media

Table 5.2. Household expenditure on mass media, and the share of mass media expenditure of all expenditure in 1996 – 2001/02

	All households 
	1996
	1998
	2001/02

	
	€
	%
	€
	%
	€
	%

	Radios and hi-fi systems

TV sets and accessories

TV licence fees, cable TV fees, etc.

CD players, cassette players, etc.

Recordings and cassettes

Video and DVD equipment

Video cassettes and DVD recordings

Films

Books

Newspapers

Journals and magazines

PC equipment, game computers, software
	32

71

147

15

35

29

25

13

82

177

137

121
	3.6

8.0

16.7

1.7

4.0

3.3

2.8

1.5

9.3

20.0

15.5

13.7
	43

85

148

13

45

31

27

14

103

177

131

132
	4.5

9.0

15.5

1.4

4.7

3.3

2.8

1.5

10.9

18.6

13.8

14.0
	41

93

168

14

42

41

32

18

96

188

145

144
	4.0

9.1

16.4

1.4

4.1

4.0

3.1

1.8

9.4

18.4

14.2

14.1

	Mass media expenditure total
	883
	100
	949
	100
	1022
	100

	% of total expenditure
	
	4.4
	
	4.3
	
	4.0

	Total expenditure
	20,306
	22,135
	25,760

	Number of households
	2,310,000
	2,355,000
	2,381,500

	Average household size
	2.2
	2.2
	2.2


Source: Statistics Finland, Consumption surveys.

According to preliminary information, households spent 4% of their total expenditure on mass media during the winter 2001/2002. The largest single cost items were newspapers and magazines, television licence and other such fees, and personal computers, game computers and software. An average of 93 euro was spent on TV sets and accessories. 

According to 2002 preliminary data provided by Statistics Finland, households spent 851 euro on telephone and Internet services. Expenditure on telephone equipment was 69 euro. 

5.3. The www.otakantaa.fi discussion forum

As part of the preparatory work of the Working Group, an open discussion forum concerning the schedule and implementation of the migration to digital television was opened at the www.otakantaa.fi (“www.haveyoursay.fi”) website of the Ministry of Finance. The discussion forum was open for comments during 10 October – 7 November 2003.

The comments were classified into six categories according to their content. One of these was the “beside the point” category which included irrelevant comments that either did not deal with the topic or that were simply keeping the discussion going without adding anything to it (such as “I couldn’t have said it better myself” and “are you absolutely sure?”). 

Table 5.2. Summary of the comments 

	Relating to 31.12.2006 transition schedule 
	216
	24.40%

	
	For 

Against 
	30.60%

69.40%

	Relating to programmes and services
	141
	15.90%

	Relating to technology
	242
	27.30%

	General criticism
	86
	9.70%

	Questions and answers
	52
	5.90%

	Beside the point, comments on comments
	145
	19.80%


Division of comments (885) into categories.

Opposition to and support for the transition schedule 

Opposition to digital TV

The common denominator in the four basic message categories is the view that existing analogue technology and analogue TV services are sufficient – there is no need for a reform. 

Those against digital television do not seem to wish for significant increases in programme supply in terms of new channels. Either the existing supply suits them and/or they fear that programme quality will plummet as channels join the competition for cheap production costs. 

Some people do not have faith in digital equipment, either due to personal experiences (“my set-top box has not worked properly”) or based on prejudice (“I’m not even testing it until the technology works reliably”). 

The approximate price of 100 euro is considered high, especially by those people who feel that they are being compelled to pay it. The use of a set-top box also involves some kind of a threshold as regards the technology and the ease of its use. 

There are fears about digital television putting the residents of Northern or otherwise marginal geographic areas into an unequal position (“Digital TV is a folly of Southerners”). Many also think that pensioners and the unemployed will be marginalised by digital television either due to economic (they cannot afford the equipment) or technical (they cannot install it and do not have relatives or friends who can help) reasons. 

Support for digital TV

Supporters of digital TV consider the quality of digital broadcasting superior to analogue (“I am so pleased I do not have to watch fuzzy analogue TV anymore”); they hope that this quality will become the national standard. 

Some point out the high cost of simulcasting, and support a rapid switch-over on economic grounds. 

Some supporters think that the technical problems associated with set-top boxes will be solved faster if the transition schedule is adhered to. This would happen because it is in the interest of equipment manufacturers (i.e. these people believe that market mechanisms will eventually correct the situation). 

The maintenance of the analogue network is also considered a compulsive attempt to live in the past which delays the arrival of improved quality, new services, and lower costs. 

Programmes and services

The view was expressed that the money spent on the transition process would be better used in developing programmes and improving programme quality. The new interactive services were hardly mentioned in the discussions; only at the end of the period were there some comments on the availability and price of MHP equipment.

Many commentators doubted whether there is enough capital, audience, or knowledge in a small market area such as Finland to finance and maintain high-quality domestic productions as the number of channels increases. 

Various solutions were suggested for the funding of TV broadcasting. They ranged from complete privatisation to a plenitude of channels where only the public service channels would be free to view, while a fee would be charged for the rest.

Technology

There were many comments on the “teething problems” suffered by set-top boxes, including problems with subtitling and “shadowy” transmission areas. Commentators were surprised that there is not one set-top box suitable for both cable and antenna households, and hoped one would become available as soon as possible.

As VHS tapes will gradually become obsolete, many commentators wondered about the role set-top boxes would take in the recording of programmes. There were many comments hoping for a two-amplifier set-top box that would enable one digital channel to be watched at the same time as recording another. 

There was still some uncertainty about the compatibility of set-top boxes and VHS recorders. 

Among the people criticising the terrestrial digital network, there was a distinct group who supported satellite reception in the implementation of national digital television. The debate on this topic was quite heated as supporters of satellite and terrestrial transmission clashed. 

General criticism

The digital TV project was accused of forcing people into something that they did not want or need, and also incurring additional costs and bother. On the other hand, the most critical comments did not include suggestions for lowering the “digital TV threshold” by, for example, subsidising the purchase of set-top boxes, etc. 

Some commentators viewed the entire project against the current state of the economy and public services, and suggested that the project be postponed until problems relating to basic public services have been solved. 

6. Economy

6.1. Financing of TV broadcasting

Finnish terrestrial TV broadcasting is mainly funded by advertising income, TV licence fees, and licence fees paid by commercial television companies. 

Advertising income

Contrary to European trends and the predictions made in the early 1990s in connection with Finnish media policy decisions, the share of electronic media of the total media market and advertising expenditure has remained almost unchanged, and clearly below the European level. 

In 2002, national television and radio operations accounted for about 20% of the mass media market’s volume, and about 19% of advertising revenue. Other marketing channels grew faster than media advertising. The shares of direct marketing, directories, business gifts, trade fairs, and in-shop advertising of the advertising expenditure have grown faster than the share of media advertising. 

Table 6.1. The mass media market in Finland 1998-2002 


          Change
	
	1998

€  million
	1998

%
	1999

€ million
	2000

€ million
	2001

€ million
	2001

%
	2002

€ million
	2002

%
	%

2002/01

	Daily papers (4-7 weekly issues)
	886
	27.5
	926
	965
	956
	27.0
	936
	26.1
	-2

	Other newspapers (1-3 weekly issues)
	110
	3.3
	116
	114
	113
	3.2
	115
	3.2
	2

	Free distribution papers
	59
	1.8
	82
	91
	88
	2.5
	94
	2.6
	6

	Magazines
	589
	18.3
	614
	631
	622
	17.6
	630
	17.6
	1

	Books
	400
	12.4
	419
	450
	457
	12.9
	477
	13.3
	4

	Printed advertising products
	274
	8.5
	289
	306
	314
	8.9
	312
	8.7
	-1

	Graphic mass media total
	2,318
	72.0
	2,446
	2,556
	2,551
	72.1
	2,564
	71.6
	1

	National TV and radio 
	487
	15.1
	494
	516
	519
	14.7
	528
	14.7
	2

	Other radio 
	29
	0.9
	29
	30
	33
	0.9
	34
	1.0
	4

	Cable TV* 
	61
	1.9
	63
	69
	72
	2.0
	85
	2.4
	17

	Online and Internet services
	46
	1.4
	51
	60
	60
	1.7
	56
	1.6
	-6

	Electronic media total
	623
	19.4
	637
	675
	684
	19.3
	703
	19.6
	3

	Recordings 
	126
	3.9
	120
	125
	128
	3.6
	118
	3.3
	-8

	Videos
	70
	2.2
	71
	70
	67
	1.9
	65
	1.8
	-3

	DVD recordings
	1
	0.0
	4
	12
	27
	0.8
	50
	1.4
	86

	Cinemas
	43
	1.3
	48
	48
	48
	1.4
	56
	1.6
	18

	CD-ROM recordings
	37
	1.1
	34
	36
	33
	0.9
	26
	0.7
	-22

	Recordings media total
	276
	8.6
	277
	291
	303
	8.6
	315
	8.8
	4

	Mass media total
	3,218
	100
	3,360
	3,522
	3,538
	100
	3,583
	100
	1

	At fixed (2002) prices
	3,505
	
	3,617
	3,667
	3,593
	
	3,583
	
	0

	% of GDP
	2.8
	
	2.8
	2.7
	2.6
	
	2.6
	
	

	The figures have been calculated at the end-user level. The figures for the various sectors are mutually exclusive. All overlapping within sectors and between various sectors has been eliminated. The figures include domestic manufacturing and imports, but not exports. Some figures are estimates. 

	* Figures for cable TV also include the sales of broadband subscriber connections. 

	* Fixed-price figures have been deflated to 2002 values using the cost-of-living index 1951/10. 

Source: Statistics Finland, Mass media and culture statistics. 


Similar to other media advertising, television advertising decreased notably in 2001. Expenditure on TV advertising totalled 195 million euro that year. In 2002, the total expenditure on TV advertising was 201 million euro, while expenditure on advertising in newspapers and magazines totalled 759 million euro. During the period from January to August 2003, television advertising increased by 3.9% on the same period in the previous year. 

Figure 6.1. Shares of the different media advertising sectors in 2002, excluding design and production costs (1.1 billion euro).

Newspapers 50%

Free distribution papers 5 %

Magazines 17%

TV advertising 19%

Radio advertising 4%

Cinema advertising 0.2%

Internet advertising 1%

Outdoor advertising 3%
A simple digital set-top box will not make digital television a more attractive advertising medium than analogue television. However, sophisticated set-top boxes could help digital television attract some of the expenditure now spent on, e.g. direct marketing, if interactivity improves so as to allow feedback; and if target group identification becomes very accurate. 

Although the time spent on watching television will increase, the fragmentation of viewing may mean that not so many viewers can be targeted at once. The increasing number of channels means fewer viewers per programme, which affects the power of television as a national advertising medium. From the viewpoint of advertisers, however, the fragmentation of audiences does not necessarily have a negative effect on the reaching of smaller target groups. 

Advertisers have neutral views on the transition to all digital broadcasting. The advertising sector does not have a strong opinion on the switch-off of analogue broadcasting, because advertising tends to adapt to changes in target-group behaviour rather than wanting to direct such changes. 

It is important for commercial TV companies that commercial television markets retain their competitiveness as the transition to all digital broadcasting takes place. Therefore, it is essential that the medium’s national reachability remains and that digital television has enough actual viewers. 

TV licence fee

The operations of Yleisradio Oy are funded by TV licence fees, collected in accordance with the Act on the Television and Radio Fund (745/1998) for the use of a television set. TV licence fees are discussed in more detail in the next section under the heading “Yleisradio Oy”.

Programming licence fee

The amount of the programming licence fee naturally has a large impact on the profitability of television companies. In 2001, 45.3 million euro were collected in programming licence fees. The Act on the Television and Radio Fund was amended as of 1 July 2002 in such a way as to halve the programming licence fee. Due to this amendment, the programming licence revenue for 2002 was a moderate 37.6 million euro. Based on information concerning previous realised accrual, the amount of programming licence fees collected in 2003 can be estimated to be about 20-25 million euro. 

6.2. Economic situation of market players 

Yleisradio Oy

The purpose of the Act on the Television and Radio Fund is to provide for the funding of the operations of Yleisradio Oy and for the management of the television fund; and to promote television and radio broadcasting. Licence fees paid by both television users and commercial TV companies are collected in the fund. 

In 2002, the revenues of Yleisradio Oy totalled 350,834,000 euro. TV licence fees accounted for approximately 301,774,000 euro (i.e. 86%) and programming licence fees 33,984,000 euro (i.e. 10%). 

The turnover of Yleisradio Oy in 2002 was 340.5 million euro (350.9 million euro in 2001). Operating loss amounted to 81.6 million euro (124 million euro in 2001). In 2002, the company made investments worth 24.8 million euro. 

The Administrative Council of Yleisradio Oy has ratified the financial framework for the company’s operations until 2008. Economic and financial planning is based on the goal of balancing the company’s income and expenditures by 2008.  

During the last three years, Yleisradio Oy has carried out a rationalisation and structural reform programme that has resulted in the reduction of staff by almost 400. At the end of 2002, the company employed just over 3,700 staff. In 2004, the company is aiming to reduce the number of its permanently employed staff to 3,500. 

According to information provided by Yleisradio Oy, the company’s costs have been adjusted in line with the 2003 budget to comply with the framework of expenditure laid down in the financial framework document ratified by the Administrative Council. In practice, this means that the company’s operating budget for 2003 is about 18 million euro, i.e. 4% less than in 2002.

In 2002, the total costs of TV programmes broadcast by Yleisradio Oy amounted to 215.2 million euro. New Finnish programmes accounted for 168.4 million euro. This sum was divided between the different programme categories as follows: news and news-type programmes 41%, cultural and educational programmes 36%, and entertainment programmes, including sport, 23%. 

MTV Oy

Within the Alma Media Oy group, the Alma Media Broadcasting business unit carries out television broadcasting. Its turnover in 2002 was 172.2 million euro (162.6 million euro in 2001). The Broadcasting business unit has incurred heavy losses in recent years – in 2001 it made a loss of 23.4 million euro and in 2002 a loss of 7.9 million euro -  but the unit’s results have taken a positive turn of 3.4 million euro in the first half of 2003. According to the company, the main reasons for this positive development have been the reduction in the programming licence fee and improvements in associated companies’ results. 

In 2002, the advertising turnover of the MTV3 channel, which belongs to the Broadcasting business unit, grew by 5.8%, amounting to 156.3 million euro. In 2002, the channel’s operating profit was 5.6 million euro, while in the previous year it had made a loss of 15.3 million euro. 

In 2002, Subtv Oy, which began operations in 2001, had a turnover of 2.8 million euro and made a loss of 8.4 million euro. The loss made by the Digital TV Development Unit, which also belongs to the Broadcasting business unit, and Suomen Urheilutelevisio Oy (The Finnish Sports Television Ltd) was 6.8 million euro in 2002. 

In 2002, Alma Media Broadcasting spent 64 million euro on programme purchases. The company’s programming licence cost 26 million euro, and it paid 19 million euro in network rents.  Staff costs totalled 32 million euro, while other costs and depreciation totalled 35 million euro. 

Swelcom/Nelonen

Within the Sanoma WSOY group, television broadcasting is carried out by Swelcom Oy, the electronic communications business group, which includes e.g. Ruutunelonen Oy (Nelonen) and Helsinki Television Oy (HTV). 

The turnover of Nelonen, which carries out television broadcasting, was 49.3 million euro in 2002 (51.1 million euro in 2001). In 2002, Nelonen’s loss was reduced to 12.3 million euro from the previous year’s 15.3 million euro as a result of the reduction in its programming licence fee. During the period from January to June 2003, Nelonen’s turnover has increased rapidly, reaching 28.7 million euro. At the same time, the company’s result has clearly improved due to increased advertising sales and the reduction in its programming licence fee. However, the company’s interim report does not reveal exact figures. 

Nelonen’s programming licence fee for 2002 cost 7.7 million euro. 

Independent producers

The economic importance of the independent sector has been continuously increasing since the start-up of the fourth TV channel and as a result of general structural changes in the sector. The total turnover of production companies, which mainly produce television programmes and belong to the central interest group in the sector – the Association of Independent Producers in Finland (SATU ry) -  was 50 million euro in 2002. This was 10% less than in the previous year. According to SATU ry representatives, this decrease is due to a reduction in Yleisradio Oy’s purchases and the fact that commercial companies did not increase programme purchases at the same rate as the reduction in their programming licence fees would have allowed. According to SATU ry, the weakening economic situation of Finnish independent TV producers has been the result of not only the investments required by digitisation but also the general economic situation, the small size of the advertising market, the monopolistic tradition of the Finnish TV sector and the consequent price of television advertising. Independent producers think that new significant earning models could emerge within the television sector. These could include pay-TV services, on demand-services, digital added-value services, and new services created as a result of convergence. 

7. Regulation of television broadcasting

7.1. Legislation

Television and radio broadcasting in Finland is regulated by provisions of the following legislative Acts: the Act on Television and Radio Operations (744/1998), the Act on the Television and Radio Fund (745/1998), the Act on Yleisradio Oy (1380/1993) and the new Communications Market Act (393/2003) which entered into force on 25 July 2003. In addition to these, there are provisions concerning television broadcasting in the Constitution, the new Act on the Application of the Freedom of Expression in Mass Communication (469/2003), the Copyright Act (404/1961), the Consumer Protection Act (38/1978), the Medicines Act (395/1987), the Alcohol Act (1143/1994), the Act on Measures to Reduce Tobacco Smoking (693/1976), and the Housing Companies Act (809/1991). 

The Act on Television and Radio Operations applies to television broadcasting carried out by a person or an organisation or foundation established in Finland if the operations are carried out in one or more Member States of the European Economic Area or states party to the European Convention on Transfrontier Television. The Act does not apply to television broadcasting in the province of Åland. In addition to provisions on the scope of application and the geographical location of operations, the Act provides for licence, programmes, advertising, teleshopping, sponsorship, and, for example, obligations to prepare for exceptional circumstances.

The purpose of the Act on the Television and Radio Fund is to provide for the financing of the operations of Yleisradio Oy, the management of the State Television and Radio Fund, and to otherwise promote television and radio broadcasting. The Act includes provisions on the State Television and Radio Fund, fees collected into it, the determination of TV licence fees and the obligation to pay them, the maintenance of a TV user register, and programming licences. 

The Act on Yleisradio Oy defines the position, administration, and duties of Yleisradio Oy. 

A programming licence is required for television or radio broadcasting operations in a terrestrial television and radio network. This licence gives its holder the right to broadcast or supply programmes. In accordance with Section 9 of the Act on Television and Radio Operations, licences are declared open for applications and granted by the Government. The Communications Market Act provides for a network licence, which entitles its holder to transmit television and radio programmes by means of freely propagating radio waves and to carry out transmission operations with the transmission capacity that remains otherwise unused. A network licence can be granted on condition that the licence holder, for its part, ensures that Yleisradio Oy and programming licence holders can obtain the capacity they need at a cost-oriented price.  Terms may be incorporated into a licence that concern the amount of capacity reserved for a programming licence-holder or co-operation between programming licence holders in matters relating to capacity distribution or electronic programme guides. Terms concerning transmission technology may also be included in the licence. 

In accordance with Section 7a of the Act on Television and Radio Operations, Yleisradio Oy has the right to carry out analogue public service television and radio broadcasting without a licence on the frequencies that have been reserved for its use in the utilisation plan referred to in Section 6 of the Radio Act (1015/2001). Yleisradio Oy also has the right to carry out digital public service television and radio broadcasting without a licence. 

Several amendments relating to digital television came into effect in connection with the first stage of the reform of the communications market legislation (489/2002 – 493/2002). These included the separation of network and programming licences, the halving of the licence fee for analogue broadcasting by commercial operators, the decision not to collect a licence fee for digital broadcasting until 31 August 2010, and the cancelling of the advertising rights of Yleisradio Oy. 

The first network licences that were open for application on the basis of the Communications Market Act were granted on 14 November 2002. The Government granted the network licence to Digita Oy. The network licence entitles its holder to the use and management of three multiplexes. Digita Oy is responsible for the programme suppliers’ service packages, and controls the necessary equipment. 

The right of the Finnish Communications Regulatory Authority to grant programming licences

The Finnish Communications Regulatory Authority may grant a licence for television or radio broadcasting operations in a digital terrestrial mass communications network if the operations do not last more than three months, or weekly operations do not last more than four hours. The Finnish Communications Regulatory Authority will not declare these licences open for applications. 

The Finnish Communications Regulatory Authority must grant a licence for these operations, if there is no justified reason to suspect the applicant of violating the provisions in force at the time. 

Legislation concerning this matter came into effect on 23 July 2003 when the Communications Market Act came into force.

Operations not requiring a licence

According to existing legislation, a licence is not needed for one-off broadcasts in the digital terrestrial mass communications network. The amendments that came into force in July 2003 considerably increased the possibilities of using digital television for targeted communications to a wide audience. The amendments also offer a channel for new business models. The use of digital technology in one-off broadcasting operations reduces the price of the activity so much that it can be considered a reasonable option for a range of organisations wishing to reach their members. In such a case, the network licence holder for digital television leases its network infrastructure directly to the content producer. 

Programming licence fees

The Act on the State Television and Radio Fund obligates parties carrying out television broadcasting to pay a programming licence fee. The fee is based on the licence-holder’s turnover which includes all advertising and sponsorship income relating to television broadcasts, as well as other income accrued from broadcasting operations accordant with the licence. However, companies that have been granted licences for digital broadcasting are not obligated to pay the licence fee until 1 September 2010. 

7.2. Constitutional aspects

In accordance with Section 12 of the Constitution, everyone has the freedom of expression. Freedom of expression entails the right to express, disseminate and receive information, opinions and other communications without  censorship. This is an individual’s legal right, which is realised when an individual can receive independent and diverse information. 

In his statement on the ending of analogue broadcasting (Document no. 13/50/02), the Chancellor of Justice states that, traditionally, the general clause above has been considered as a fundamental political right whose purpose is to ensure the free formation of opinion which is a prerequisite of a democratic society, as well as open public discussion, the free and pluralistic development of mass media, and the possibility for public criticism against those in power. 

The views of both the European Council and the European Union on public service broadcasting are also very similar. Both emphasise the position of public service broadcasting as a safeguard of the freedom of expression, democracy, and cultural and linguistic diversity. There is unanimity concerning the public service nature of broadcasting. According to this view, public service broadcasting should be of high quality and able to be received by all people in all regions of the country at a reasonable cost; the technical quality of the broadcasts should also be equally high for all recipients
.

The constitutional right to receive information does not mean that the reception should be free of charge. This view has also been endorsed by the Chancellor of Justice in the statement mentioned above. The Chancellor of Justice notes that the cost incurred by the acquisition of information should be considered, as it may in practice affect the realisation of the right, if such costs become excessively high. Examples on costs incurred by the use of the freedom of expression include TV licence fees, which are laid down in the Act on the State Television and Radio Fund, and the subscription fees of newspapers and magazines. The purchase of a television set, aerial or a cable television subscriber connection has also always been the citizens’ responsibility, and this has not been considered to undermine the freedom of expression. The average price of a TV set and the costs of subscribing to a television network are very high in comparison to the cost of the set-top box required for the reception of digital broadcasts. There has been another large-scale break-through in the history of television sets: the transition from black and white TV to colour TV. Consumers also paid for the new equipment then. However, black and white reception continued to be possible after the transition to colour TV. 

Therefore, it is justified to assume that citizens will be responsible for the costs required by digital reception as long as they are given adequate time to switch over to the new technology.

It is not possible to obligate any party to produce information. Publishers of newspapers and magazines will make their own publishing decisions, and private television companies will independently make their decisions to apply for licences for terrestrial television broadcasting when the Government declares the licences open for applications, and, similarly, private television companies will make decisions to start cable television operations. 

A special public service mission has been provided for Yleisradio Oy. The company must provide comprehensive television and radio programming for all citizens under equal conditions. These and other content services related to public service may be provided in all telecommunications networks. The Administrative Council of Yleisradio Oy will decide on the transition to all-digital broadcasting. 

The transition to fully digital broadcasting will advance the realisation of the freedom of expression. The new technology utilises the scarce and limited natural resource of the radio frequency spectrum better than the old technology. Therefore, spectrum will be released both for television operations and other uses. From a consumer perspective, digital television may also improve equality as interactive services allow those Finns who do not have a personal computer to access information society services via television. 

Another advantage of digital reception equipment is improved reception quality in areas where difficult terrestrial conditions, for example, make it difficult to achieve a good picture quality with analogue receivers. 

7.3. Other regulatory elements affecting the operating environment

Statement of the Government Chancellor of Justice 

In his response dated 10 December 2002 (Document no. 579/1/02), the Chancellor of Justice expressed his view on the right of the Swedish-speaking population to receive information under equal conditions. According to the appellant, equality is not realised if the Swedish-speaking television channel is only broadcast digitally, requiring the Swedish-speaking population to invest in an expensive receiver in order to watch it. 

In his decision, the Chancellor of Justice acknowledges the difficulties associated with the interpretation of the definition of public service and its extent. Additionally, the extent of the obligation of public authorities to ensure the right to receive information for all citizens is subject to interpretation. However, the Chancellor of Justice considers the new technology to offer many alternatives for realising the public service obligation in a way that observes the rights of the various language speakers better than before. 

Finally, the Chancellor of Justice notes that, based on the information in his possession, there is no need to take measures.

Decision of the Parliamentary Ombudsman

In a decision dated 29 December 2000, the Parliamentary Ombudsman expressed his opinion on the reception problems in some areas of Lapland. The appellant’s view was that all people who have paid the same amount for a TV licence should be entitled to an equal service quality. The Ombudsman’s decision refers to the constitutional equality before the law, as well as the freedom of expression and its realisation. The decision states that it is a statutory obligation of Yleisradio Oy to provide comprehensive public service programming for all citizens under equal terms. This applies both to the programming content and the quality of the service. According to the statement, public authorities must ensure that public service broadcasting can be received. This is an issue of realising the constitutional freedom of expression. The freedom of expression is considered to entail both the expression and dissemination of information and communications, and their reception. The Ombudsman proposes for consideration that the amount of the TV licence fee could be graded according to reception conditions or that the TV licence fee be amended for reasons of equity in cases when the reception of public service programming cannot be guaranteed as intended in Section 7 of the Act on Yleisradio Oy. 

The Ombudsman did not regard the Ministry’s proposal that the recipients purchase more powerful aerials suitable from the viewpoint of equality, if the costs incurred by improving the reception equipment would be borne entirely by those suffering from poor reception.

The Ombudsman requested the Ministry of Transport and Communications to inform him by 2 February 2001 on any developments in the TV reception problems experienced in the area of Sodankylä. As a result of the Ombudsman’s decision, the Ministry of Transport and Communications requested Yleisradio Oy, MTV Oy, and Oy Ruutunelonen Ab to provide reports on the situation. In addition to these reports, Digita Oy prepared a report in January 2001 focusing especially on the reception problems in the Sodankylä area. The Ombudsman was informed of these actions.

8. Arrangements during the transition period

8.1. Improvement of accessibility – extending transmission to the entire country

According to the terms of the programming licences, MTV Oy, Ruutunelonen Oy, Suomen Urheilutelevisio Oy, and Subtv Oy must extend their broadcasting operations to the entire country by 31 December 2006. At the moment, key operators have agreed on the construction of a transmission network in such a way that 94% of the population will be reached by August 2004. 

As for sparsely populated areas, especially in Lapland, it has been suggested that television programmes could be transmitted in some other way than via a terrestrial network. However, operators in the sector have in their own reports arrived at the view that terrestrial transmission is the most economical method of transmission in the long term in those areas. A report by consultants appointed by the Ministry of Transport and Communications also comes to the same conclusion. In the case of satellite transmission, copyright issues, in particular, are a problem. A transition to satellite transmission would require the encoding of broadcasts, which would require an additional customer management system incurring additional costs. Television companies would also need to renegotiate broadcasting rights to programmes– including large-scale sports events – as previous agreements only concern terrestrial transmission. New rights generally increase costs. Satellite transmission is also clearly more expensive for viewers than is terrestrial transmission. 

Key industry operators and Digita Oy, which is responsible for the construction and maintenance of networks, agree that a digital television network can be constructed to cover the entire country as early as the end of 2005, if the relevant decisions are made soon.

It is important for digital reception that the aerial systems of houses and housing companies are suitable for the purpose. According to experts, the necessary upgrading work can be carried out by the end of 2006, if housing companies make decisions on the matter in good time. At this point, it must be noted that the constructors of new buildings can stop investments in soon-to-be-obsolete analogue technology, if a credible decision is made on the rapid switch-off of analogue networks.

8.2. Funding of digital operations

In its report in 2001, the parliamentary working group reporting on the funding of television operations proposed that, in order to promote digital television broadcasting, programming licence fees would not be collected for digital broadcasting until 31 August 2010. The working group also suggested that the analogue licence fee be halved and that TV licence fees be revised annually as of 2004, taking into account the costs incurred by the development of new content services and the inflationary development since the last increase in the TV licence fee. According to the working group, the money saved as a result of the halving of the licence fee should be primarily used on investments advancing digitisation. Legislation has since been amended in accordance with the working group’s proposal. The Government has also decided on the increase of the TV licence fee as of the beginning of 2004 as suggested by the working group. 

Commercial television companies are estimated to have saved 32 – 35 million euro during the period 2002-2003 as a result of the halved licence fee. An increase in the number of TV sets reduces the companies’ burden of programming licence fees even further. 

The simulcasting of both analogue and digital broadcasts is a significant additional burden for television companies. If the analogue system were closed, the transmission costs of central operators would be reduced by about 34 million euro. Such a notable saving would naturally improve the companies’ abilities to invest in new content.

The transition to digital reception will incur costs to consumers. These include costs resulting from the purchase of digital equipment and possibly upgrading antenna systems. However, receivers can be expected to develop fast and their prices to drop considerably. The aerial upgrading costs will probably not increase housing companies’ annual repair budgets significantly, if decisions to upgrade the antenna systems are made in good time. 

Housing companies that receive terrestrial transmission and have a communal antenna system built in the 1990s or later require a channel amplifier for digital reception. This upgrade will only cost a few hundred euro per housing company. However, the networks of housing companies built before the 1990s may require a completely new antenna system. In such cases, the new system could cost a few hundred euro per household, at the most. 

The antennas in clearly less than 10% of single-family houses in the terrestrial network are of such poor quality that they must be replaced to allow digital reception. 

8.3. Deciding on the switch-off of the analogue network

The existing analogue programming licences will be valid until the end of 2006. In accordance with the Act on Television and Radio Operations, the Government must open new licences for application, if analogue broadcasting is to continue after 2006. Considering the social and economic importance of television operations, the decision concerning the opening of licences for application and the continuance of analogue broadcasting must be made well before the end of 2006. In connection with opening the licences for application, the Government can also determine the term of the licences. 

In accordance with Section 6 of the Act on Yleisradio Oy, the company’s Administrative Council will make the decision concerning analogue switch-off. The Administrative Council is responsible for deciding on issues concerning significant restriction or expansion of the activities or material changes in the organisation of the company. The Administrative Council must also ensure that the company’s public service duties are carried out appropriately. 

The Government also decides on the radio frequency spectrum reserved for television broadcasting. As concerns the spectrum referred to in the radio frequency utilisation plan in Section 6, subsection 2 of the Radio Act (1015/2001), issues relating to the spectrum are processed by the Government. In accordance with this provision, the Government confirms the spectrum utilisation plan for television and radio operations and telecommunications operations carried out under licence. The spectrum utilisation plan has been confirmed by a Government decree (1159/2002). If necessary, the decree may be amended (for example, so as not to allow the use of the spectrum for analogue operations after a given date). As for Yleisradio Oy, this matter is also mentioned in Section 7a of the Act on Television and Radio Operations. 

8.4. Content diversification and improvement of quality

New television channels

In March 2003, the Government granted digital licences to Canal+ Finland Oy for three film channels, to Vizor Oy for a shopping channel, and to Janton Oy and Turun Kaapelitelevisio Oy for regional broadcasting operations. Broadcasting under these licences is to begin at the beginning of 2004. The Government is currently processing seven licence applications for regional television operations. New television channels are presumably an important incentive driving consumers to the decision of purchasing digital equipment. 

Transactional public services 

Public administration is itself an important content producer. Digital television enables public administration to improve its services and their efficiency. Operators in the digital TV sector estimate that access to a range of easy-to-use utility services – both public and commercial – through digital television makes digital television substantially more interesting than analogue television. 

The report entitled “Public services and their possible provision through digital television” produced by TIEKE, the Finnish Information Society Development Centre, and commissioned by the Ministry of Transport and Communications and the Ministry of Finance, states that public administration still only has a few practical digital experiments and offers little actual digital content. At the beginning, the development of digital public services requires active co-operation between the public and private sectors. Joint pilot projects can help to solve the challenges of the new technology and develop new types of applications that exploit the strengths of digital television. 

Good application areas could include traffic information services, social and health-care applications, municipal information and transactional services, and interactive e-learning services. 

When producing digital television services, it would be recommendable to start with simple content and services, and then advance to more complicated content and services. To start with, public administration could offer new types of information services in digital teletext. When there is enough experience of such simpler services, it would be possible to progress, for example, to Internet-type services that require a return channel. 

In addition to promoting the development of the information society, the Information Society Council appointed by the Government on 22 October 2003 aims to increase co-operation between the various players. The Council co-ordinates information society development measures of the various administrative sectors and interest groups. The Information Society Council has appointed seven departments that work in between the Council’s meetings. Matters relating to digital television are handled by the Telecommunications connections and digital television operations department. 

One example of public-sector projects is the “Public services on the Internet” project which began on 1 March 2003. A working group whose term ends in May 2005 has been appointed for the project. In addition to representatives of the Ministry of the Interior, the working group has representatives from the Ministry of Social Affairs and Health, the Office of the Council of State, the Ministry of Finance, and the Association of Finnish Local and Regional Authorities. The project aims to make public-sector Internet services available to citizens and other users by 2006 in accordance with Government decisions, the Information Society Programme, and the objectives and plans of the eEurope 2005 Action Plan. 

The new opportunity offered by short television broadcasts in the terrestrial digital network which do not require a programming licence also open up new possibilities to public administration. In addition to local broadcasts, digital television would be well suited for national transmissions within public administration. 

Digital TV development programme

The Ministry of Transport and Communications has decided to launch an extensive digital TV cluster programme that will last until the end of 2005. The programme provides a framework for national co-operation and is open to all operators and the public administration. The programme aims to promote co-operation and exchange of information between the various operators, involve new operators, stimulate the development, commercialisation and deployment of easy-to-use digital TV services, as well as to increase Finnish know-how and competitiveness in the markets for digital television content, services and technologies. 

The programme’s funding will be provided by the Ministry of Transport and Communications, the participants, and funders of product development activities. The results will be utilised by the Ministry of Transport and Communications, production companies, broadcasting operators, telecommunications operators, software, new media and IT companies, content and service providers such as the authorities, conventional media and the banks, and equipment manufacturers and retailers, and consumers.  

The programme will organise joint service projects which will include user and service testing, provide services and support to participants, and organise events, produce manuals, and take various measures to promote know-how and knowledge about digital television. 

A Programme Manager has been appointed to co-ordinate the programme, and the Ministry of Transport and Communications will also appoint a steering group. The programme operations start at the beginning of 2004. 

Digital TV information service

At the moment, digital TV operators answer the consumers’ questions independently. However, consumers do not often know who to contact. The objective should be that consumers can get answers to their questions as easily as possible. This will help to keep people’s concept of services related to digital television and digital television per se positive. Some of the most important operators in the digital TV sector have decided to start a joint consumer service, a Digital Television Information Service, which serves consumers in matters pertaining to digital equipment and the use of digital television. The purpose of starting the information service is to promote the neutral role of digital television as a communications channel for all citizens. The answers it gives are based on up-to-date information provided by the co-operating parties. More operators are encouraged to join the service so that it can serve the public as well as possible. 

The Digital TV Information Service provides its service via one national service number and one e-mail address. Service is given in both Finnish and Swedish. 

The service centre began operations in December 2003.

8.5. Informing the public about digital television

It is important that sufficient and correct information on digital television is available to the public. The information must be easily available and clearly presented. Timely, factual information can eliminate prejudice and dispel fears. It is a means of arousing a positive interest in the reform. 

Authorities need to take a more active role in information dissemination. Information can best be disseminated in close co-operation between public administration and industry operators. In the autumn of 2003, the Ministry of Transport and Communications appointed a working group consisting of communications personnel to prepare a communications plan lasting until the switch-over date. This plan will define the information to be publicised, the target groups and communications channels; it will also include a schedule for communications measures and propose a budget for the operations. The objective is to use various means of communication in a versatile manner to publicise digital television. In addition to the representatives of the Ministry of Transport and Communications, the working group includes representatives from the Finnish Communications Regulatory Authority, Yleisradio Oy, MTV OY, Oy Ruutunelonen Ab, Digita Oy and the Finnish Cable Television Association. 

In addition to the new technology and new content, information services should emphasise the social and economic significance of the transition to fully digital television. In addition to consumers, information efforts should be targeted at housing companies so that they are able to make any decisions required by digital reception in good time. 

The Working Group will familiarise itself with the communications plan, which will also be annexed to the Working Group’s final report. 

9. The Working Group’s proposals

Digital television for all

The Working Group has based its work on the objective that all Finns, regardless of their place of residence or economic status, can access digital television services easily and at a reasonable cost well before the switch-off of analogue broadcasting. 

Network construction 

Key operators in the television sector have agreed on the construction of a digital broadcasting network so that it will reach 94% of the population by the autumn of  2004. They also recommend terrestrial transmission for the rest of the country and Lapland as the most efficient alternative. According to the operators and Digita Oy, a terrestrial digital TV network can cover the entire country by the autumn of 2005, if the decision on construction is made immediately. 

The Working Group is of the opinion that the digital network should cover the whole country well before analogue transmissions are switched off. Therefore, the Working Group proposes that Yleisradio Oy, MTV3 Oy and Oy Ruutunelonen Ab all accelerate digital network construction so that it covers the entire country by the autumn of 2005. 

Decision to switch off analogue broadcasting 

Due to geographical reasons, television transmission costs are high in Finland. The digital broadcasting of television programming is considerably cheaper than analogue broadcasting. In the long term, the transition to a cheaper broadcasting technology is in the consumers’ interest as lower costs will reduce pressures to increase TV licence fees. The simulcast transmission of both analogue and digital broadcasts is an additional burden on television companies, and it hinders the development of new digital services. Therefore, the operators have advocated as short as possible a transition period to digital transmission. Other service providers and equipment manufacturers also hasten the switch-off of the analogue network. As concerns Yleisradio Oy, a swift transition to digital transmission is a matter of principle in the sense that, according to the Act on Yleisradio Oy, the company’s services – including digital services – must be available to everyone throughout the country. 

The various parties in the television sector, consulted by the Working Group, were quite unanimous about the need to set an unequivocal date for switching off analogue broadcasting, and that the decision must be credible and based on a realistic schedule. According to the consulted parties, analogue switch-off should take place at the same time in the whole country. Various parties noted that setting a clear switch-off date is the best way to promote the purchase of digital equipment, development of services, and decision-making in housing companies where digital reception requires upgrading of communal antenna systems. 

When the Government granted the first licences for digital television operations on 23 June 1999, the decision included a statement according to which analogue networks should be closed by the end of  2006. This date was partly chosen because the licensing period for analogue licences ends then. The Working Group thinks this date may be slightly too early due to the need to upgrade or replace communal antenna systems outside the cable television networks and difficulties possibly associated with the deployment of new receivers. According to antenna companies, networks can be upgraded by the autumn of 2007, if housing companies make the necessary decisions in good time. However, the Working Group does not consider it necessary to postpone the transition date much further, because it has been informed that the digital network will cover the entire country in 2005, the prices of receivers will presumably also be quite low by 2005, and that there will be plenty of new digital services available by 2006. 

Based on information concerning the construction schedule of the digital television network and the upgrading of communal antenna systems, and estimates on the prices of receivers, the Working Group suggests that the terrestrial analogue broadcasting network be switched off on 31 August 2007. The Working Group also justifies its suggestion with economic considerations and matters of principle. The Working Group suggests that the Government make a policy decision on the closure of the analogue broadcasting network. As concerns Yleisradio Oy, the Working Group suggests that the company’s Administrative Council also make a decision on the matter. 

Dissemination of information 

Many viewer groups are concerned about problems with installing digital equipment and the use of digital services. These problems can be alleviated by improving the usability of equipment and services, and by improving the efficiency of information dissemination. 

The Working Group suggests that information dissemination to consumers and housing companies be improved according to a plan yet to be prepared. The Working Group also suggests that the Digital TV Development Programme of the Ministry of Transport and Communications pay particular attention to surveys on the usability of services. 

Development of services

A digital network also allows the diversification of programme supply in areas where the construction of cable television networks has not been possible. New TV channels are also an important incentive for the purchase of digital equipment. The Nordic Council has paid attention to the possibility of improving the availability of programming from neighbouring countries in connection with the digitisation. The Nordic Council of Ministers has requested a report on this topic from Ambassador Ole Norrback. 

The Working Group suggests that the Government take action in order to grant new digital licences that utilise the entire transmission capacity of digital TV networks. 

At this point, the Working Group also refers to the Nordic Council’s recommendation according to which governments should, prior to closing analogue networks, establish how the supply of public service channels of neighbouring countries could be increased. 

The provision by the market of new services, especially those targeted at a small audience, is very difficult or even impossible in a country of Finland’s size. 

The Working Group considers the development of such services important and suggests that particular emphasis be given, under the Information Society Programme, to the development of services accessible via the television network for the disabled and other groups with special needs, including various linguistic minorities and the elderly. The Working Group also considers it to be important to have development of programme production that is independent of television companies, and suggests that the activities of the Finnish Film Foundation be developed so as to enable a considerable increase especially in the production of children’s programmes. 

Standards

The most serious barrier to the production and development of interactive services transmittable through digital television is a lack of MHP equipment necessary for reception via cable television networks. 

The Working Group suggests that the Ministry of Transport and Communications does what it can to help swiftly solve the standardisation and specification problems delaying the start-up of manufacturing of equipment required for reception via the cable television network. The Working Group thinks Finland should also actively promote the MHP standard at the EU level.  

Digital converters to schools

Digital television also enables an increase in educational programme supply, thereby improving the efficiency of education. The Working Group considers it important that operators in co-operation with educational authorities, develop these activities and especially new interactive forms of teaching. However, such activities are made more difficult due to a shortage of receivers at schools. 

The Working Group suggests that the Ministry of Education works in order that TV sets at schools are equipped with digital receivers well before analogue networks are switched off. 

Copyright issues

The deployment of digital television may be hastened by starting the transmission of digital services in cable TV networks before a terrestrial network is completed in a given area. So far, this has not been possible due to reasons of copyright. 

It is the opinion of the Working Group that the provisions on copyright should be amended so as to allow the broadcasting of services that are intended to be national via cable TV networks during the transition period without additional copyright payments. 

Continuation of the Working Group’s work

At the consultations, commercial television companies suggested that the programming licence charged for analogue broadcasting operations be abolished. According to these companies, the abolition of the fee would significantly improve their profitability and would increase their ability to develop new digital services. 

At this point, the Working Group will not comment on the abolition of the programming licence fee or any resulting measures to secure funding for Yleisradio Oy. The Working Group will return to this issue in its final report. 

The Working Group emphasises that the Government decision on the switch-off date of analogue networks must be unequivocal and final. In its final report, the Working Group will propose other complementary measures required during the transition period, if it considers such measures necessary.
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ANNEX 1 Digital television terms

Analogue

“An adjective describing a continuously varying signal as opposed to a digital signal which consists of separate layers” or “A system or device that mainly uses analogue signals”

API

Application Programming Interface

Set-top box, STB, digital converter

Converts digital broadcasts into picture and sound signals. A digital accessory connected to an analogue TV set by means of a SCART cable

Digital

A circuit in which data-transmitting signals are restricted to one of two voltage levels, encoding data as 0s and 1s. A circuit with two permanent states: high or low, on or off

Digital television, DTV

Works without a digital accessory, because the TV set has an in-built digital receiver. Most digital equipment used around the world consists of an analogue TV set and a separate set-top box 

DVB (Digital Video Broadcasting)

The European digital television standard. The more specific terms DVB-T (terrestrial), DVB-C (cable), and DVB-S (satellite) are also used 

EPG (Electronic Programming Guide)

EPG is the electronic programming guide for digital television. EPG gives the programme name, airing time, and additional information on the programme. In the near future, there will be new EPG features 

ETSI

European Telecommunications Standards Institute

IP

Internet Protocol; the data transmission protocol used by networks

Remote control

A set-top box is accompanied by a remote control, which includes new functionalities. The EPG and some future interactive services will be remote-control operated (digitv.fi, 2002)

Convergence

The convergence, or coming together, of two or more sectors or technologies

MHP, DVB MHP

Multimedia Home Platform is an open platform that ensures that applications are compatible with digital receivers

Multiplex, MUX

A signal of the digital transmission system, which enables the transmission of programme channels to the viewer simultaneously over a single channel. A multiplex contains several programmes and services, all related image and sound data and data for additional services. Licences for three multiplexes have been granted in Finland.

Must-carry obligation

A principle according to which public service programming must be transmitted on cable television networks free of charge. Broadcasts of MTV3 and Nelonen also belong to the sphere of the must-carry obligation.

Return channel

A return channel enables interactive additional services, e-mail, the Internet, bank transactions, and electronic shopping. In practice, the return channel in digital receivers will be implemented using a modem in the telephone or cable network. ADSL and, in mobile devices, GSM or wireless LAN are also options to be considered. 

PC receiver cards

A PC card can be used for receiving digital broadcasts. A TV card designed for receiving analogue transmissions is not suitable for this purpose, but the user needs a card complying with the DVB-T standard.

Super Teletext

A modern, easy-to-use, and considerably more versatile version of the conventional teletext. Super Teletext displays high-definition colour images, graphics, and hypertext. The Super Teletext consists of two elements: the user uses a super teletext browser as a user interface, while content producers and digital TV operators use content production and management tools.

Video-On-Demand, VOD
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