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Disclaimer

This is an independent report funded by the Broadcasting Authority
of Ireland. The opinions offered herein are purely those of
Communications Chambers. They do not necessarily represent the
views of the BAI.

CJOMMUNICATIONS
CJHAMBERS



Contents

1 EXECULIVE SUITIIMATY woouevieeriensissesseessesssesssessssssssssesssessesssesssesssssssssssssssssesssssssesssssssssssssssssssssesssssssesssssssssssssssssasssssanes 2
1.1 Market context 2
1.2 TG4 commitments and compliance 2
13 RTE commitments and compliance 3
14 Adequacy of funding 4
1.5 Audience yield 5
1.6 Recommendations 6
2 Introduction ... 8
2.1 Statutory context 8
2.2 Audience Yield 8
2.3 Funding 9
2.4 Structure of report 9
2.5 Acknowledgements 9
3 Review of Market Trends .. 10
3.1 The Irish macro environment 10
3.2 Television 12
33 Radio 16
3.4 Internet 17
35 Conclusion 18
4 TG4 Commitments & COMPLIANCE ....ocrereererreessnresseerseessssessssssesssssss s sssssssss s sssssesssssssssssssasssssssseses 19
4.1 Performance against 2017 commitments 19
4.2 Adequacy of 2018 Commitments 25
4.3 Commercial revenue maximisation and overcompensation 31
5  RTE COMMItMENtS & COMPIANCE ..r.vvrrrriumssereresssssssssessssssssssssesssssssssssesssssssssssesssssssssssessssssssssssessssssees 32
5.1 Performance against 2017 commitments 32
5.2 Adequacy of 2018 Commitments 35
5.3 Commercial Revenue maximisation and overcompensation 39
6 AdeqUACY Of FUNAING ..ottt ssss s b s sssssb bbb s s bbb sanes 41
6.1 The current review and the Five-Year Review of Public Funding 41
6.2 Recent market developments 42
6.3 RTE’s funding 43
6.4 TG4's funding 47
7  Audience Yield...oveevernennn. 50
7.1 About the Audience Yield approach 50
7.2 Methodology 53
7.3 RTE 55
7.4 TG4 62
7.5 Considerations for the BAI 66
7.6 Developing the approach 68
7.7 Conclusions 70
8  Conclusions & RECOMMENAATIONS w...vuuureueeiesereessnsesssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassanes 71
8.1 Conclusions re TG4 71
8.2 Recommendations re TG4 71
8.3 Conclusions re RTE 73
8.4 Recommendations re RTE 73
8.5 Conclusions re the Annual Review process 74
Annex. Audience Yield method w77
Al RTE 77
A2 TG4 78
jG;OMMUN ICATIONS

CJHAMBERS



1 Executive Summary

1.1 Market context

2017 was a challenging year for broadcasters and PSBs in particular.
TV viewing per capita fell by 7%, and younger audiences saw an even
sharper drop. (Within this declining market, RTE saw a small loss of
share, while TG4 saw a gain.) Despite a robust economy, TV
advertising fell in line with TV consumption, and was down 8%.

Radio listenership (and RTE’s share) were roughly flat, but the radio
advertising market declined 5%.

Online video consumption continued to grow, but the broadcasters
(PSB and commercial) captured just 18% of this viewing. RTE saw a
fall in Player streams, and while TG4 grew its streams overall, it saw
[2<].

1.2 TG4 commitments and compliance

Performance against 2017 commitments

TG4 had highly detailed 2017 commitments, with 18 commitments,
116 quantified targets and 59 qualitative targets. In TG4’s view it
‘fully achieved’ 13 of its commitments, ‘almost fully achieved’ one,
and ‘substantially achieved’ four. While we broadly we agree with
TG4's self-assessment, we note that for some of the ‘fully achieved’
commitments, some associated targets have not been met.

Key areas of challenge for TG4 were:

e For TG4's ‘twin pole’ commitment, it met its targets for the
core lrish language audience. However, for the national
audience it missed several targets related to reach,
notwithstanding a strong share performance. A good share
of a market with declining viewing is not necessarily enough
to sustain reach

e TG4 also faced reach challenges under its commitment to
engage with younger audiences. Its target for reach amongst
adults 15-34 was to stay flat at 22%, but the result was a drop
of a seventh to 18.8%

e Under its non-linear audience engagement commitment,
TG4 had a target to grow both national and international
Player streams. [3<]

e Against its broadcast schedule targets, TG4 overdelivered in
hours for the national audience, perhaps supporting its
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strong viewing share. However, it missed its targets for
content for the core Irish language audience.

Adequacy of 2018 commitments

TG4 has again set out highly detailed commitments for 2018. We
believe these meet the relevant statutory requirements (including
alignment with TG4's strategy).

Further we believe they are in general appropriately ambitious. For
example, for the national audience TG4 is seeking to sustain share
and increase reach. Overall, TG4 has increased roughly half its
targets. (One third have been reduced).

For the core Irish language audience it has set itself lower reach and
satisfaction targets, though this is due to a change in how these
metrics are measured. TG4 is also anticipating another fall in reach
amongst those aged 15-34, and [3<] growth in Player hours.

While such targets may reflect underlying market trends, they
highlight the risk that PSBs may end up simply ‘managing decline’.

Commercial revenue maximisation and overcompensation
We have no concerns in these areas.

1.3 RTE commitments and compliance

Performance against 2017 commitments
RTE had 18 commitments and 74 associated targets (almost entirely
quantitative). The great majority of these were met.

Areas of challenge for RTE were primarily under its ‘comprehensive
portfolio of media services’ commitment. RTE missed RTEjr’s reach
target (amongst 4-7s) and Radio 1’s share and reach targets. While
most other targets were met, this did include some that anticipated
material declines. For instance, RTE2’s share in peak amongst 15-34s
came in at 8.1%, ahead of a target of 7.7%. But this compares to a
2016 actual of 9.1%. Similarly, under its ‘reshape TV services’
commitment, RTE’s Player streams were down but nonetheless
ahead of target.

There were a number of misses for targets based on surveys of
audience perception. RTE believes this may have been due to a
change in survey methodology.

Other misses included a 4% shortfall in commercial revenue,
primarily due to a decline in television spot revenue.
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Overall, RTE had a solid performance against its targets, but in part
because those targets anticipated declines in some important areas.

Adequacy of 2018 commitments

We believe RTE’s commitments for 2018 substantially meet the
statutory requirements. They are a significantly simplified set of just
six commitments with 34 targets, with a shift of focus from the
performance of individual services to the level of engagement with
audiences (a welcome change).

For those targets where comparison to the prior year target is
possible, roughly two-thirds are unchanged, one sixth have been
raised and one sixth have been lowered.

RTE’s targets suggest a moderate deemphasising of older audiences,
which we believe is appropriate given the importance and challenge
of retaining younger audiences.

RTE plans to grow streams, but only moderately so (up by 6%).
Certainly, this will not compensate for falling linear viewing.

RTE is also budgeting a deficit of €[3<]m in 2018. While much of this
is due to special event costs, there is no reason to expect that this
loss will be covered by a robust surplus in 2019. In other words, RTE
continues to operate with structural deficits.

Commercial revenue maximisation and overcompensation
We have no concerns in these areas. We note that the sale of the
Donnybrook site means that RTE had a substantial surplus in 2017,
but we do not believe that this represents overcompensation.?

1.4 Adequacy of funding

Our assessment of the adequacy of funding for the PSBs is based on
‘triangulation’ from the conclusions of the recent Five Year Review
(2018-2022). That Review (concluded in April 2018) involved detailed
strategy and forecasting by the PSBs, and extensive analysis of their
financials. We therefore believe the best approach for funding
recommendations in the current Annual Review is to start from the
recommendations made by the Authority as a result of the Five Year
Review, and adjust for material recent developments or new data.

The Authority’s previous recommendation arising from the 2018-
2022 Five Year Review was for a minimum increase in funding per
annum of €30m for RTE, and €6m for TG4.

1See page 50
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RTE
Since this recommendation, key developments for RTE include:

e A sharper than expected decline in TV advertising, resulting
in a €7m shortfall in commercial revenue for RTE in 2017

e A€1.5mstep upin public funding for RTE in 2018, and €8.8m
for 2019

e The VEP (Voluntary Exit Plan) has [3<]

e RTE’s costs are developing in line with its ‘preferred scenario’
from the Five-Year Plan. This was based on a €21m
increment in public funding, which has not come to pass.

Of the Authority’s recommended €30m increment per-annum,
€21.4m has not been committed by government. Given the
developments above, RTE could easily face a deficit of €[3<]m in
2019, and therefore there does not appear to be a basis for the
Authority to reduce its funding recommendation.

TG4

TG4 has exceeded expectations for 2017 commercial revenue by
approximately €0.3m, though of course commercial revenue is a
small part of its total revenue. Costs have been in line with plan.

We do not believe these developments are material enough to
warrant the Authority reappraising its previous recommendation for
a €6m increment in public funding TG4. (We note that the DCCAE has
allocated an additional €985,000 one-off to TG4 in 2018).

1.5 Audience yield

For this Annual Review, we have also prototyped an analysis of
‘audience yield’? — the hours of TV watching and radio listening each
PSB delivers for a given level of spend on programmes. This is
intended to illuminate how effectively the PSBs are using their public
funding across their different services. It shows whether the PSBs are
serving all audiences, avoiding both underserving and super-serving,
and helps assess the overall efficiency of different kinds of content in
reaching different audiences. While many of the insights contained
in this analysis are familiar from previous reviews, yield brings them
together into a single framework which supports analysis of the
interplay between programme spend, audience impact and

2 We have preferred the term ‘audience yield’ over ‘audience efficiency’ since efficiency may imply that more is always
better. However, in this context, a lower result may be preferable once PSB objectives are taken into account. For
example, game shows might deliver a higher audience per € than news, but we would not therefore say it was ‘inefficient’
for PSBs to air news
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commercial effectiveness. Of course, these all need to be assessed in
the context of the PSBs’ wider public service missions.

Yield analysis has applications for both the broadcasters and the BAI.
For the broadcasters, it helps make trade-offs between alternative
uses of content budgets, given their strategic priorities. (To an
extent, RTE is already using it this way). For the BAI, it provides a
means of monitoring the impact of market developments on the
broadcasters’ performance and indicates whether they are
prioritising services that efficiently convert content spend into
viewing, particularly by less well served audiences. It also helps
assess whether the broadcasters are making the most of commercial
opportunities.

1.6 Recommendations

TG4
We suggest:

e TG4 simplifies its performance commitments (as we
understand it intends for 2019) to provide greater focus

e TG4 shifts away from share as a prime target, to an absolute
consumption metric like TVR® or hours of viewing. Reach
should be defined in terms of a meaningful volume of
consumption or complemented by ‘loyalty’ metrics such as
frequency of consumption. In both respects, TG4 may wish
to focus targets on younger audiences

e TG4, RTE and the BAI work together to streamline the RTE
content provision arrangements mandated by §120 of the
Broadcasting Act.

Regarding funding, there has been no ongoing increase in TG4's
funding, and thus the Authority’s previously recommended €6m
increment remains to be allocated.

RTE
We suggest:

e As with TG4, RTE may wish to consider absolute
consumption, ‘meaningful reach’ or loyalty metrics, and
focus more specifically on younger audiences

3TVR, or TV rating, is the percentage of a given population (total, age group or so on) that watched a particular
programme or channel. For example, if 1m people (out of Ireland’s population of 5m) watched a programme, it would
have an ‘Individuals TVR’ of 20 [percent]
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e Policy makers should recognise that RTE’s current output is
only viable by incurring structural deficits. This is not
sustainable.

Regarding funding, €21m of the Authority’s previously
recommended increment remains to be allocated.

Financial reviews

This year’s assessment of the adequacy of public funding was based
on a less in-depth triangulation approach. We believe that in the
interests of minimising regulatory burden, it may be appropriate to
use a similar light approach to the prospective (forecasting) aspect of
most future annual reviews. All reviews would retain a full
retrospective analysis based on existing data, primarily the PSBs’
annual reports and review of performance commitments.

Such light annual reviews could be punctuated with periodic more
in-depth reviews, either in the third year of the five year cycle, or
alternatively at the request of the BAI or broadcasters if a party felt
that there had been material developments to warrant a heavier
review.

Audience yield

We do not recommend that yield is itself used as a target in the
broadcasters’ annual statements of performance commitments
(ASPCs). But it would make sense to align further development of
yield analysis with a shift to volume of consumption (TVR or time
spent) as primary performance indicators, alongside reach, in the
ASPCs (as set out above).

The yield analysis should be developed further by the broadcasters
in consultation with the BAI, including correlation with other
measures of public value, benchmarking future performance against
this year’s review, integration of online data, and agreeing an
approach to reporting yield as part of the annual review process.

CJOMMUNICATIONS
CJHAMBERS



2 Introduction

This report — prepared by Communications Chambers on behalf of
the BAl —is the Annual Review of the public service broadcasters (RTE
and TG4) for 2017.

Such a report is required by statute. However, there is some
discretion as to the exact format of the report. For the 2017 report,
there are two key areas of change — the incorporation of an ‘audience
yield’ analysis, and a somewhat different approach to the question
of funding levels, as we set out below.

2.1 Statutory context

Section 124 of the Broadcasting Act specifies that:

(2) The Authority, shall in each year, carry out a review of the
extent to which a corporation has during the previous
financial year fulfilled the commitments in respect of its
public service objects stated in an annual statement of
performance commitments for that financial year and the
adequacy or otherwise of public funding to enable the
corporation to meet its public service objects

(5) The Authority shall on the basis of the review under
subsection (2) recommend in a report to the Minister an
annual television licence fee modification and the amount of
any payment to be made to TG4 under section 123 (4).

Thus, a review of prior commitments and the adequacy of funding
are integral to the annual review.

In practice, annual reviews have also provided an assessment of the
overall economy and broadcasting market; consideration of the
adequacy of commitments for the year ahead; and an assessment of
the compliance records of the PSBs. We do so in this report also.

2.2 Audience Yield

This year, the Authority has directed that an ‘audience yield’ analysis
be incorporated, to pilot an approach to assessing the cost-
effectiveness of different services and types of content in reaching
different audience segments. This approach is described in detail in
section 6.

We believe this provides valuable insight, but we note that while it is
vital PSBs capture substantial audiences, it is equally important that
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they not maximise audiences at the expense of delivering their public
service objectives.

2.3 Funding

As always, a funding recommendation is a key part of the annual
review. However, this review takes place not long after the
comprehensive analysis of funding incorporated in the Five-Year
Review of Public Funding 2018-2022 (completed in April 2018). For
this, the PSBs provided comprehensive information on their
financials as well as forecasts for various funding scenarios. Based on
this (and supporting analysis and a report by Communications
Chambers) the Authority made recommendations regarding levels of
funding.

It would not have been appropriate to repeat this detailed data
gathering and analysis so shortly after the Five-Year Review. Our
approach therefore has been one of ‘triangulation’ — identifying
significant developments within the PSBs or the market more widely,
and determining whether these would be likely to change the
recommendations made by the Authority.

2.4 Structure of report

We begin by setting out market trends, both macro-economic and
specific to the broadcast sector.

We next consider the commitments and compliance of TG4 and RTE
in turn. For each we look at their performance against 2017
commitments; the adequacy of the 2018 commitments; and
compliance issues.

We then turn to funding, considering developments in the wider
market and specific to each PSB that might change the previous
funding recommendations.

Next, we set out our audience yield analysis, before finally offering
recommendations regarding public funding and enhancements to
future annual reviews.

2.5 Acknowledgements

We gratefully acknowledge the helpful participation of both RTE and
TG4 in this process, particularly given the additional work required
by the introduction of the audience yield framework.
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3 Review of Market Trends

In this section, we consider the market context in 2017 for the PSBs.
We first look at the wider economic and demographic environment.
We then turn to TV and radio, considering: platform mix; trends in
consumption; the state of competition for audiences; and
developments in advertising.

3.1 The Irish macro environment

GDP

After sharp declines during the crisis and a period of relative
stagnation up to 2013, Irish GDP growth in 2017 continued to be
healthy. Looking ahead, there is generally a consensus that GDP
growth will still be healthy, albeit at somewhat slower rates than in
recent years:

Figure 1 Real GDP Growth* Figure 2 Forecast GDP Growth®
30% - 10% -
25.1%
25% 9% 1
8% -
20%
7% -
15% 6% - ESRI
10% 5% Central Bank
5% 4% EC
0% 3% 1 OECD
2% -
-5% |
’ ~4.4%_5.0% 1%
'10% - 0% T T 1
(o] (o)) o — (o] o™ < n (e} ~ M~ (o] (e)]
— — — i i i i H H i —
o o o o o o o o o o o o o
o~ o o (o] (o] (o\] (o] (a\] (a\] o~ o~ (o] o

4CSO
5 Central Bank, Quarterly Bulletin, October 2018; ESRI, Quarterly Economic Commentary, Autumn 2018, September 2018;
EC, Summer 2018 Economic Forecast — Ireland, July 2018; OECD, Ireland - Economic forecast summary, 2018
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Inflation

Inflation in Ireland has fallen, and in 2017 continued to be close to
zero. It is expected that inflation will rise again, but remain modest

at roughly 2% or less:

Figure 3 Inflation (change in CPI)®
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Unemployment in Ireland has also fallen rapidly, though is still not

yet at pre-crisis levels. The downward trend is expected to continue,

though at a slower pace:

Figure 5 Unemployment?®
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2017 was another strong year for the Irish economy, with robust GDP

growth and falling unemployment. Growth was materially ahead of

6 CSO, Consumer Price Index [2018 is average to Oct]
7PerFN 5

8 CSO, Seasonally Adjusted Monthly Unemployment Rates %. Figures are for June of each year

9PerFN5
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that forecast at the time of the Five-Year Review (7.2% vs a
consensus of around 5%).

While growth is expected to continue to remain strong (in the range
of 4-5%), this does represent a deceleration. This may put pressure
on PSBs’ commercial income, relatively speaking.

Inflation will put moderately increasing pressure on costs but is likely
to be a relatively small factor in their overall level.

3.2 Television

Platform mix

Since the completion of digital switchover, the Figure 7 Irish households by reception type®°
mix of TV platforms in Ireland has been 50% -
; 45% -
broadly stable. That said, there has been a 40; o
6 1 y
decline in pay TV households, both Sky and 359 -
cable.!! 30% |
25% o — -
The implications of platform mix changes for 20% - .
the PSBs are complex. Pay TV households 15% 1 7
. . 10% - — —— =
represent a particularly competitive ) UK DTT/ Irish DTT
. . . 5% 1 FTAsatellite
environment for their channels, with many 0% . : . . : :
alternatives available, including a wide array e - R
Lo oo oo oo oo oo oo oo
of specialist channels, more targeted than the I I <2 < 2 =z <=

PSBs’ multi-genre offerings. Thus, all else
being equal, a decline in pay TV might be helpful for the PSBs.

The most benign environment for the PSBs is Saorview (Irish DTT).
However, it remains small with just 12% of households using it as
their only platform. (That said, 42% households will make use of it on
at least one set in the home). Looking ahead, Saorview may benefit
from households switching from pay broadcasters to SVOD services
but using DTT for ‘foundational’ linear TV.

10 Nielsen Establishment Survey

11 As of 2017 Nielsen changed its allocation of ‘lapsed Sky’ households from the Sky category to the UK DTT/FTA satellite
category. From July 2017 web-TV households with no other reception type were added to FTA Satellite. Thus, for these
categories figures before and after these dates are not comparable.
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Consumption trends
Individual TV viewing in Ireland (live and via Figure 8 Daily per capita TV minutes*?
PVR) declined by 7% in the year to June 2017, 300 -
and by the same amount in the year to June
2018. While all age groups saw a fall, the drop

250 -
was particularly sharp for children (down 15%) 200 -
and those aged 15-24 (down 20%). 150 \§ ndividuals

. he decli " broad o Adults 25-34
Despite the decline in broadcast TV viewing 100 - P elilis ¢

(live and recorded), it remains far more

50 -
important than other forms of video
consumption. In 2017, it represented 81% of R e
. . . — — — — — —
video consumption by adults (with a further 2 8 2 2 g 8
4% from broadcaster players).
Of course, new forms of video are not the only Figure 9 Irish A/V consurrg)tion,
competition for TV audiences’ time. For 170 minutes/day (2017)
example, 45% of those in Ireland use Facebook
daily. (For Instagram and Twitter, the figures
are 16% and 11% respectively).!*
21 25
10 5 2 . 3
F B B, & 7 E £
¢ 3 85 s *+ £ B
= 3 © © he} v =]
o4 c 9] 3
CE S -‘,C7 [
- - 2
PSB addressable o
Associated with the decline in TV viewing is a - 107V m s
drop-off in reach. In 2017, 85% of adults lgure weexly reac
watched at least a minute of commercial P (8%
television per week, down from 88% in 2016
(Figure 10). The drop-off has been particularly
steep amongst younger audiences. Almost a il 30%
third of those aged 15-24 watched less than
one minute per week of broadcast TV in an 15-24
k. (This includ iewi ia PVR 9
average week. (This includes viewing via 2544 87
and via players on the TV set).
45+ 94%

92%

2016 m2017

12TAM Ireland. Figures are for June each year, including time-shifted (via PVR) viewing

13TAM lIreland, Review 2017, 17 January 2018 [Adults 15+]

141PSOS MRBI, Social Networking Tracker - November 2017, February 2018

15 TAM Ireland, Review 2017, 17 January 2018; Review 2016, 2016. Data is for all commercial channels, including RTE and
TG4
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Competition for audiences

Amongst broadcasters

The structure of the Irish broadcast market was broadly stable in
2017, with Virgin Media’s acquisition complete and no major market
entry or exit, or significant channel launches.

The Virgin Media channels are benefitting from a stronger parent,
which claims their “share of commercial impacts is 36% bigger than
RTE Group for Adults 15-44,” an important demographic for
advertisers.'®

We discuss PSB viewing in greater detail
later,'® but Figure 11 shows shares stabilised 50 +
somewhat in 2017, after the sharp changes 45 -

caused by Virgin Media’s acquisitions: gg :

While not a new issue, all Irish broadcasters 30 1 \/§
continue to face the extra competitive 2(5) :

challenges of being an English-speaking 15 -

market, and adjacent to the UK. These two 10 -

factors mean that it is easy for both US and UK 5 o m—

content to be deployed in Ireland, with its 0

2010
2011
2012

costs recovered over far larger audiences than
Ireland-only content might capture.

This issue is exacerbated because some platforms (Sky, Freesat and
— in some parts of Ireland — Freeview) serve both UK and Irish
audiences. Programming on these platforms reaches Ireland ‘by
default’, without even a conscious decision to serve the Irish market.

From VOD players

The adoption of SVOD continues to increase. At the end of 2017,
Netflix (which launched in Ireland in 2012) was used by 42% of all
Irish households and Amazon Prime (launched in December 2016) in
5% of households. *°

As we have seen, such services do not currently capture a significant
percentage of overall viewing (though that percentage is likely higher
for young or affluent audiences sought by advertisers).

2013

2014

2015

2016

2017

Figure 11: Viewing share by group®’

Other

RTE

Sky

TG4

16 Virgin Media, TV Advertising on Virgin Media Ireland. Sourced to TAM/Nielsen, H1 2018 [accessed 7 November 2018]
17 Adult viewing share. Medialive, Channel Share of Viewing [accessed 7 September 2018] & Communications Chambers
analysis. Based on viewing of channels reported by Nielsen, group shares exclude certain smaller channels (eg CBBC for

the BBC)
18 See page 29
19 ComReg, Ireland Communicates Survey 2017 - Consumer Survey, 23 March 2018

CJOMMUNICATIONS
CJHAMBERS

14


http://virginmediasolutions.ie/advertise/
http://medialive.ie/index.php?option=com_content&view=article&id=954:channel-share-of-viewing-2010-2017&catid=93&Itemid=349
https://www.comreg.ie/publication-download/ireland-communicates-survey-sme-consumer

The competitive significance is rather that the high production values
of content from the likes of Netflix is resetting audience
expectations. This requires broadcasters to ‘put more money on
screen’ to compete, particularly in genres such as drama.

The high production values of the SVOD players is enabled by their
global scope. Netflix is available in over 190 countries (with China
being the main market where it is not available). It has 130m
subscribers, paying an average of €8.70 per month.?° This scale
allows them to amortise the cost of content over far more viewers
than most broadcasters can hope to match, even allowing for
international rights sales in select markets.

Competition for adspend
TV broadcasters face competition for adspend both from other
media and from other broadcasters. We take these in turn.

TV in the wider advertising market

In part because of the robust economy, the Figure 12 Irish advertising by type (€m)*
Irish advertising market grew by 5% or €55m 600 -

_ ) 2013 ®=2014 m2015
in 2017. However, online alone grew by €89m, 500 -

while all traditional media fell by €37m. (VOD %2016 m2017 m2018f

grew by €3m).
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Online now represents 38% of Irish ad spend, 200
and will continue to grow, driven by increasing 100

hours online, expansion of mobile advertising, 0

TV

and the transition to higher value formats
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Print
OOH
VOD

Cinema
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such as video. However, there are some

Sponsorship

countervailing trends, including advertiser
concern regarding effectiveness; uncertain
contexts; and ad fraud.

TV advertising in particular contracted by 8% from €237m to €219m,
due both to the shift online and to Brexit. Core Media’s forecast for
2018 (made in February) is for a further slight decline to €216m.

Competition between broadcasters

Competition between broadcasters for available TV advertising
spend is driven by audience share (discussed above); pricing; and the
number of channels carrying advertising.

20 Netflix, Q3 18 Financials Statements, 16 October 2018)

21 Core Media, Outlook18, February 2018, and prior year equivalents. Cinema excluded (approx. €8m per year). OOH is
‘out of home’. Note series breaks for print in 2014, radio in 2015 and online in 2016 — figures before and after these dates
for these media should be compared with caution
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Pricing depends in part on reach. Channels with high reach generally
command a premium, since they are more efficient at reaching a
wide audience. Thus diminishing reach for RTE will continue to put
pressure on its share of TV adspend, by (all else being equal) reducing

its ad rates.

Further pressure on PSB share of Irish TV Figure 13 Opt-out channels in Ireland??
advertising comes from the growth of opt-out 45 -

channels — international channels carrying &

Ireland specific advertising. Today there are 41 zg

such channels (represented by Sky Media 25

Ireland and Media Link), and they are 20
estimated to capture approximately €50m of 15

Irish TV ad spend.® 1(5)

2014 A
2016 A
2018 -

2010 A
2012 A

T T T T
o < Xo] 0
o o o o
o o o o
[V} o~ (o\] o~

Figure 14 Daytime, weekday radio listening®

3.3 Radio

Consumption trends
Consumption of radio in Ireland has been
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22 pr Roddy Flynn, “RTE need to get with the programme in a rapidly changing TV landscape”, Irish Examiner, 1 April 2017;
RTE, Statement by Dee Forbes to the Joint Committee on Communications, Climate Action and Environment, 22 November
2016; Communications Chambers analysis

23 SPI, Annual Report 2016, 12 April 2017

24 JNLR
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Competition for audiences

The composition of the radio market was
broadly stable in 2017, with no entry or exit by
commercial stations. (TX FM closed in late
2016).

RTE’s share was flat in 2017 (31.7% compared
t0 31.9% in 2016). However, within this, Radio
1 fell from 23.6% to 22.2%, while 2fm rose
from 6.0% to 6.8%.

Competition for adspend

Radio advertising has been in decline as the
medium loses share to other media. In 2017,
there was a 5% drop in radio ad spend.?® In

addition to the threat from other media,

Figure 15: Share of radio listening?®
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radio now faces

competition for audio advertising from the likes of Spotify and

podcasts.

3.4 Internet

Internet penetration in Ireland is approaching
saturation, both for home broadband and for
smartphone use. However, while adoption is
slowing, usage by those online continues to
grow. For instance, traffic per residential
broadband line in Ireland grew by 27% in
2017,%8 as consumers spend more time online
and make use of higher traffic services such as
streaming video.

This growth in usage has been one factor
contributing to the robust growth of internet
advertising mentioned above.

100% -+

Figure 16 Internet penetration in Ireland?’

90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -
0% — T T T T T T T

Household
Broadband

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

In 2017, VOD was used by a substantial minority in Ireland, with 37%
of adults saying they used it daily (and 68% of those aged 16-24).
However, broadcaster VOD captures just 18% of this online viewing,

25 JNLR reports for relevant calendar year. Listening from 7am to 7pm

26 Core Media, Outlook18, February 2018

27 ComReg, Irish Communications Market Quarterly Key Data Report - Data as of Q2 2017, 14 September 2017; ComReg,

Irish Communications Market Quarterly Key Data Report - Data as of Q3 2018, 13 December 2018; Google, Consumer

Barometer [accessed 19 December 2018]

28 Communications Chambers calculation based on data from Comreg, Internet Data Q3 2018
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behind video-only sites (such as YouTube), SVOD and social media
sites.?®

3.5 Conclusion

The macro-economic environment for the PSBs was relatively benign
in 2017, although there are signs that the economy may weaken
somewhat.

The broadcasting markets did not face any new competitive shocks,
in the form of significant new entrants or services.

That said, advertising continued to be under pressure, due to Brexit
and the rise of digital advertising. Changing patterns of consumption
were also a factor, as younger audiences shifted rapidly away from
broadcast TV, with an increasing portion of their media consumption
online.

29 |AB Ireland, Video on Demand 2017, October 2017
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4 TG4 Commitments & Compliance

4.1 Performance against 2017 commitments

Structure of TG4’s commitments

TG4’s 2017 performance commitments were highly detailed. TG4
had 18 commitments, under which it had a range of more detailed
quantitative and qualitative targets. In some cases, the qualitative
targets included a number of sub-targets.

For example, under the commitments ‘Strengthen TG4’s position
with younger audiences’, TG4 had nine quantitative targets, such as
‘weekly broadcast reach with children’ and ‘audience share with
adults 15-34". It also had eight qualitative targets under this heading,
such as ‘Social Media / 15-34 year olds’ which comprised sub-targets
to ‘Develop TG4's Social Media presence particularly on Snapchat,
Facebook and Instagram’ and ‘Develop YouTube site to include long-
form content’.

Across its 18 commitments, TG4 set itself 116 quantified targets®,
and 59 qualitative targets. (Within the qualitative targets, there were
many more sub-targets).

Overview of performance

In its Review of 2017 Performance, TG4 provided a self-assessment
of its performance against each of the 18 commitments. It also
reported against its quantitative targets and provided self-
assessments for the qualitative targets.

TG4’s own rating scheme is “fully achieved’, ‘almost fully achieved’,
‘substantially achieved / ongoing’ and ‘not achieved’. We have made
our own assessment of TG4’s performance against its quantitative
targets, using these ratings. If performance was within 2% of the
target, we have deemed it ‘almost fully achieved’, and if within 5%
‘substantially’. (These figures are of course somewhat arbitrary).

Combining TG4's self-assessments together with our assessments for
the quantitative targets gives the results shown in Figure 17. In TG4's
view it fully met 13 of the commitments, almost fully achieved one,
and substantially achieved four.

30 This figure excludes targets for total figures (eg produced hours of core Irish language content) if there are distinct
targets for the component figures (eg news & current affairs, Irish soap and so on)
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Figure 17: TG4’s performance against its 2017 commitments
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We note that for commitments 2 and 7 (amongst others), TG4 has
rated its performance ‘fully achieved’, although a number of the
associated targets were missed. The two commitments were (in full)
“Grow TG4’s reach and engagement with audiences across the
Player, web and mobile services” and “Develop TG4’s broadcast
schedule and programming to support delivery of the new twin-pole
audience strategy.”
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TG4 has explained that it regards these commitments as fully
achieved, since it did indeed ‘grow reach’ and ‘develop the schedule’,
even if particular targets under these commitments were not met.

Performance by commitment

We begin by considering the commitments where TG4 is most
cautious on its own performance, namely twin-pole strategy and
younger audiences. We then consider some of the other
commitments where a material number of associated targets were
missed.

Twin-pole audience performance (PC1)

The full twin-pole commitment is “Implement a ‘twin-pole’ audience-
focused strategy to rebuild TG4's resonance with national television
audiences and to ensure our content and services are valued highly
by our core Irish language audience.” TG4 described its status for this
commitment as ‘ongoing’.

For its core Irish language audience, TG4 appears to have performed
well, with reach and satisfaction ahead of targets and comparable to
2016. (However, changes to the Fios Fise Panel mean that
comparisons to 2016 figures may be unreliable).

However, TG4 missed four national television audience targets.
These all related to reach. For example, TG4 set itself a target to hold
weekly reach?! at 35%, but it fell to 33%. That said, TG4 comfortably
exceeded its target for share, which rose from 1.78% to 1.87%.

This apparent contradiction is explained by the decline of total TV
viewing and reach. This means all broadcasters have to ‘run to stand
still’ regarding reach. TG4's decline in reach is roughly pro-rata to the
decline of overall TV reach. On a related point, while TG4’s viewing
share has grown, given the decline in total TV viewing, its absolute
volume of viewing has fallen slightly.

Younger audiences (PC3)

TG4 also rates as ‘ongoing’ its commitment to “strengthen TG4's
position with younger audiences — children, teens and 15-34 year
olds”. Relevant actions in 2017 included its first significant
commission for children in over a decade, and a number of new
series for young adults. TG4 also invested in a range of non-linear
content for these audiences. Such actions were covered by TG4's

31 TG4 uses the TAM standard 1 minute criterion for reach —that is, a viewer who watches just one minute of the channel
in a month is included within reach
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qualitative targets for this commitment, and TG4 rated them fully
achieved.

The quantitative targets were related to the audience results of these
steps (though we note that some of the commissioning was for
content that will air in 2018 and beyond, and so could not be
expected to have impact in 2017). TG4 comfortably exceeded most
of its quantitative targets, across broadcast and nonlinear.

The material exception was broadcast reach for adults 15-34. The
target was to stay flat at 22%, but the result was a drop of a seventh
to 18.8%. (There was no target for children’s reach, but this fell by a
sixth from 16.1% to 13.3%). As we have seen, TV reach as a whole is
falling. However, these drops for TG4 are appreciably steeper than
those for these age groups as a whole. This is an acute case of the
challenge that all broadcasters face (and PSBs in particular) in trying
to reach young audiences.

Non-linear audience engagement (PC2)

TG4’s second commitment was to “Grow TG4’s reach and
engagement with audiences across the Player, web and mobile
services.” For many of the associated targets, TG4 enjoyed
substantial growth, often materially above targeted levels. However,
national player streams were well below target, and indeed down on
2016. While we understand that streams have returned to growth in
2018, this is nonetheless concerning given that growth in online
consumption has been expected to be an important counterbalance
to falling broadcast viewing, particularly for young audiences.

Broadcast schedule (PC7)

As noted, TG4 rated as fully achieved its commitment to “Develop
TG4's broadcast schedule and programming to support delivery of
the new twin-pole audience strategy.” In terms of its qualitative
targets, TG4 cites the launch of a new-look Nuacht TG4; the cessation
of in-house production of linear content; and the success of its
revised schedule, evidenced by strong audience results.?

TG4 rated the qualitative target to ‘strengthen Nuacht TG4’ as fully
met, even though news broadcast hours were [3<]% below target
(discussed further below). TG4 argues that this shortfall was for
reasons beyond their control, but this is perhaps better addressed as
an explanation for a missed target rather than as a reason to rate the
target as met.

32 Regarding this last point, while TG4 has indeed grown share, it could be argued that this is a ‘double count’ since
audience metrics are considered separately against Commitment 1, ‘twin pole audience performance’
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The quantitative targets for this commitment related to the mix of
broadcast hours by genre and core Irish/national audience split. TG4
exceeded its targets for the national audience, which represented
[3<] broadcast hours, or [3<]% (against a target of [3<] or [5<]%).33
This was primarily due to additional sport and entertainment hours
([3<] hours over target respectively).

Conversely, for the core Irish language audience, entertainment,
drama/soap and N&CA were all down against targets (by [3<] hours).
Children’s content represented [3<] broadcast hours aimed at the
Irish language audience, and was [3<] hours over target, due to
heavier rotation.

Clearly, both the national and core Irish language content contribute
to TG4's twin pole strategy. However, news & current affairs and
drama for the core audience would appear to be at the core of TG4's
public service remit. That delivery of broadcast hours were
respectively [3<]% below target is concerning.

TG4 attributes the shortfall in news hours to two main factors:

e Longer than expected negotiations with RTE. Under §120 of
the Broadcasting Act, RTE is obliged to “provide to TG4
programme material in the Irish language of such amounts
and at such times as may be agreed between them, being ...
the equivalent of one hour of such programme material
being provided daily.” News content is part of this provision.
However, reaching the relevant agreement is not necessarily
simple

e The transition to the new-look Nuacht TG4. (The transition
was not unexpected — indeed, it was one component of this
performance commitment).

Regarding the drama shortfall, TG4 notes that [<].

Efficiency & value for money (PC13)

Under this commitment TG4 had higher than expected cost of sales
on commercial income but given that commercial income was well
ahead of plan, this is to be expected. The two other missed targets
related to the cost per broadcast hour of documentaries and music.
However, these had only moderate impact on TG4's overall CPH,
which was [<].

33 France 24 broadcast hours excluded
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Capital Plan (PC16)

TG4 had multiple missed targets under this heading. However, some
of these are nominal — for instance, [3<]. Overall TG4 had an
overspend of [3<] against its revised target of [3<].3

Compliance (PC18)

Missed targets here relate primarily to a decision to abandon plans
to pursue certain audience measures in NI (due to the cost of BARB),
and delayed development of brand-tracking research.

Other commitments

Above, we have focused primarily on areas where TG4 faced the
greatest challenges. However, there were also areas of significant
outperformance, such as commercial revenue, social media use and
non-linear use by children.

Conclusion re performance against commitments

TG4 had a large number of commitments and targets for 2017.
However, one perspective on them is to group them as inputs and
outputs. Inputs are those items entirely or largely under TG4's
control — spend, changes in the schedule and so on.

Outputs are those targets that relate to consumption. These are
certainly affected by TG4’s success with the inputs, but also depend
on the wider market, the inherent uncertainty of consumer taste and
so on. Complete success on the input commitments is (generally)
worth nothing if it does not result in consumption, and so these
output targets are critical.

Broadly speaking, TG4 had a very strong performance regarding the
input measures. The main exceptions related to targets that involved
partnerships, such as that with RTE.

However, the output commitments (1-3) had some significant areas
of weakness, including national audience reach (all adults and for
younger audiences). These highlight the increasingly challenging
environment TG4 is facing.

Set against this, TG4 did grow viewing share, perhaps as a result of a
schedule that was skewed appreciably more to the national audience
than anticipated.

34 The targets were revised as a result of additional capital funding received in 2017 to cover studio upgrades and other
capital development

CJOMMUNICATIONS
CJHAMBERS 24



4.2 Adequacy of 2018 Commitments

We now turn to the adequacy of TG4’s performance commitments
for 2018. We recognise that this is in part an academic exercise, in
that, by the time of publication of this document, 2017 will be
complete. However, some of our conclusions may be relevant for the
formulation of TG4’s commitments in future years.

We first consider the commitments against the requirements of the
Broadcasting Act, and then turn to an assessment of their scope and
level.

Requirements for commitments

The requirements for performance commitments (for both TG4 and
RTE) are set by section 102 of the Broadcasting Act. In particular, they
should:

e Beinaccordance with the corporation’s objects, strategy and
public service statement

e Address children’s, Irish language and science & technology
programming, as well as printed and recorded audio
material produced.

Consistency with TG4's objects

Section 118 of the Act sets out TG4’s objects. These primarily address
the provision of public service broadcasting, within Ireland and to
Irish communities beyond. This includes provision of online services
and teletext. TG4’s commitments are almost entirely within this set
of objects.

A number of ancillary objects are also set out in Section 118, notably
the provision of choirs, emergency services, archives, exploitation of
commercial opportunities and (with the consent of the Minister)
provision of local services. TG4 does not provide choirs, and does not
explicitly address emergency services in its performance
commitments. It does however have commitments related to
archives and commercial opportunities.

Consistency with TG4's strategy

As we have seen in the Five-Year Review of Public Funding, TG4’s
preferred strategy was based on a significant and immediate uplift in
funding which has not come to pass. Thus, the targets set out in that
strategy are not necessarily appropriate since TG4 is operating with
lesser funding.

That said, TG4’s performance commitments are qualitatively in line
with the ‘twin-pole’ strategy set out in the broadcaster’s five-year
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plan. Moreover, where appropriate, TG4 has set itself more
ambitious targets than were in that plan. For example, based on a
strong 2017 performance, it has set a [3<]% TV share target for 2018,
against an expectation of [3<]% in the plan.

Specific requirements

TG4’s 2018 commitments address both children’s and science &
technology content (though for the latter, it targets to spend just
€[3<]). Irish language content is of course fundamental to TG4.

The commitments do not address printed or recorded audio
material, which TG4 does not provide.

Conclusion
We conclude that TG4’s statement of performance commitments
meets the requirement of the Act.

Scope and level of TG4’s commitments

Overview

As for 2017, TG4 has provided highly detailed commitments and
targets for 2018. Across its 17 commitments, it has set out 158
qualitative targets and sub-targets, and 100 quantitative targets. Of
these, 13 and 32 have been identified as ‘key’ targets.

We have considered the targets TG4 has set itself relative to both the
targets it set itself in 2017, and the actual performance for that year.
The results are as follows:
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Figure 18: TG4 2018 Performance Commitments*
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[Colours reversed for overhead costs - e.g >3% decrease in staff cost is shown in green]

35 Assessment by Communications Chambers

CJOMMUNICATIONS
CIHAMBERS -



In the chart, green bullets indicate quantitative targets that are up
by 3% or more (vs last year’s actual result or last year’s target, as the
case may be). Red bullets are targets that are down by this amount
or more, with yellow indicating targets that have seen minimal
change. Note that new targets - for instance, those under
commitment 12 - do not have prior-year targets to compare to and
are shown with a dash. (We have not attempted a similar comparison
for the qualitative targets).

Key changes to quantitative targets

Approximately half of the targets represent an uplift, while
conversely under a third represent a downgrade, which suggests that
TG4 is not being complacent.

One example of an uplift target is weekly TV reach. This has been
under pressure and fell from 35% to 33% in 2017. TG4’s 2018 target
is to [3<]%. That said, TG4’s target for reach amongst those aged 15-
34is [<].

Other 2018 targets that TG4 is setting below the 2017 target or actual
figure (or both) include:

e Reach with the core Irish language audience

e Satisfaction amongst this audience

e National player streams (up against 2017 actual, but down
against 2017 target and 2016 actual)

However, reduced targets for reach and satisfaction are associated
with changes in the measurement of these metrics.

Some other reductions in targets are associated with the
development of TG4’s schedule. For instance, for the Irish audience,
targeted broadcast hours of entertainment and children’s is down.
Conversely N&CA is up. For the national audience, film and drama is
substantially up, and sport too (to a lesser extent). Documentaries,
music and entertainment hours are all down for this audience.

Overall, national content is targeted to be [3<] hours, versus [<] for
the core. This represents a shift of [3<] hours to the national
audience.

Spend does not directly map onto broadcast hours, both due to
changing per-hour budgets and due to the lag between spend and
broadcast. The genres seeing material spend increases are music,
children’s and entertainment. (Sport is roughly unchanged but will
continue to represent [3<]of content spend). Beyond TV, non-linear
spend is to [3<].

CJOMMUNICATIONS
CJHAMBERS

28



Finally, TG4 is targeting increased non-content costs in a number of
areas. For instance, salary costs are expected to increase [2<]. TG4
has noted that recent staff costs were supressed by extended staff
absences. The 2018 salary target is [3<].

General overhead costs (excluding salary) are expected to be up
[3<1%, primarily driven by the expansion of the Fios Fise panel.

Qualitative targets

TG4 provides a substantial number of qualitative targets against its
various commitments. A detailed review of these is beyond the scope
of this paper. However, many of these relate to issues that appear to
be entirely within TG4’s operational discretion — for instance,
individual programming choices.

Further, a number of them might be regarded as ‘hygiene factors’.
Examples include ‘comply with State Aid rules’, ‘comply with
employment laws’, ‘comply with the reporting requirements of the
Regulation of Lobbying Act’, and so on. Clearly it is important that
TG4 do these things — it is less clear that they sit naturally within an
annual statement of performance commitments.

Finally, some of the qualitative targets are ‘soft’ — for example,
‘Continued development of the organisation structure.’

Conclusions

Level of targets

As we have seen, TG4’s commitments meet the threshold statutory
requirements. Further, the goals set out by the targets look (in
general) to be appropriately ambitious.

However, TG4 has been more ambitious for the national audience
than for the core Irish audience. This shift in emphasis towards the
national audience is also reflected in the changing mix of the
broadcast schedule. Within the limits of its budget, TG4 must
inevitably make trade-offs in pursuing its twin-pole strategy.

In common with other PSBs, TG4 faces the challenge of growing its
digital offers and (as a related point) retaining younger audiences.
Some of TG4's digital targets appear modest — [3<]% growth in Player
hours watched, and [3<]% in social media video views. We do not
underestimate the challenges here — the environment is highly
competitive — but it may be worth asking the question whether such
growth rates will be sufficient to compensate for the contraction of
linear viewing. If not, then in the longer term TG4's strategic position
will be in doubt.
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For younger audiences, TG4 is targeting a TV reach of [3<]% amongst
those aged 15-34, down from 18.8% (and 22% in 2016),
notwithstanding the investment in the national audience, the
primary driver of reach.3® We do not suggest this is too easy a target,
given the wider market trends, but it does highlight the extent to
which TG4 is ‘managing decline’ with this age group in this medium.
It may be that a metric that looked at 15-34’s cross-media usage of
or attitude to TG4 would be helpful. This would provide a perspective
on whether TG4 was retaining an overall relationship with this
audience, even as TV viewing declined.

Choice of indicators

In an environment with declining TV viewing, share has the potential
to be a misleading metric, since steady share may still represent an
absolute contraction. TG4 has addressed this by setting not only a
target to ‘hold the line’ on national share, but also to grow reach.
Targets for TVR or viewing time, both overall and for key
demographics, would be worthwhile, potentially as a substitute for
share.

With regard to reach, it is important to specify a meaningful metric.
We understand that TAM’s standard definition of reach is ‘one
minute of viewing per week’. It is debatable, in our view, whether
this represents real, valuable engagement — it could be achieved
simply by channel-hopping. We suggest that the broadcasters
consider tracking a more significant ‘reach’ metric. A further option
would be a ‘loyalty’ metric: for example, the proportion of the
audience that watches more than x times per week. ‘Loyalty’ metrics
are particularly useful for online services where time spent is a
problematic measure (see section 7.1).

Number of targets

More generally, we note the very large number of targets TG4 sets
itself — more than 250. The broadcaster has identified a subset of
these as ‘key’ targets, but there are 45 of these. It may be that having
so many targets dilutes the impact of those that are fundamental to
the organisation. It certainly adds to the administrative burden of
TG4, in establishing them in the statement of performance
commitments, tracking them, and then reporting back against them
in the annual review. The associated level of detail may also reduce
TG4’s operational room-to-manoeuvre regarding matters that are
properly for its own discretion.

36 Note that this reach will include those who do not watch linear TG4, but do watch TG4 programming on demand via the
TV set
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We understand that TG4 is moving towards a shorter list of
commitments and targets for 2019, and we welcome this
development.

4.3 Commercial revenue maximisation and
overcompensation

Commercial revenue maximisation

The Broadcasting Act requires that the commercial activities of TG4
(and RTE) are “operated in an efficient manner so as to maximise
revenues”.

In 2017, TG4 grew its commercial income from €3.6m to €4.1m (or
up 13%) due to a material growth in airtime sales. Net sales grew
from €2.8m to €3.1m (or up 10%). This growth was in part driven by
TG4's growth in viewing.

However, the TV market as a whole contracted by 8%. Thus TG4’s
income growth is likely driven not just by its viewing but also by an
increase in yield relative to other broadcasters.

We therefore conclude that TG4 has been operated in an efficient
manner to maximise its revenues.

Overcompensation

Clause 71 of the European Commission’s guidance on State Aid,
requires that “the amount of public compensation does not exceed
the net costs of the public service mission”. In 2017, TG4 had a deficit
on ordinary activities of €2,000, and thus it meets this test.
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5 RTE Commitments & Compliance

5.1 Performance against 2017 commitments

Structure of RTE’s commitments
RTE had 18 performance commitments, and 74 associated targets.
The great majority of RTE’s targets are quantitative

Overview of performance
RTE assessed its performance against its targets as follows:

Figure 19: RTE’s performance against its 2017 commitments

Broad heading

1. Comprehensive portfolio of media services, which together reach 0000000000000
across the spectrum of audience age groups to serve multiple needs 0000000009

2. Connect with lives of Irish people, to be trusted & accountable 0000000

3. Reshape TV services to meet the changing needs of audiences 0090

4. Reshape radio services to meet the changing needs of audiences 00000090

5. Develop digital services to meet the changing needs of audiences (e]e]e)

6. Strong modern Irish source of News & Current Affairs 000

7. Quality Irish content for children o

8. Reach out to all Irish language speakers ([ )

9. Deliver the big national events o

10. Use digital tech to enhance quality and accessibility of its services O

11. Support and promote innovation 09000

12. Bigger, more ambitious and more inclusive Arts and Culture content Q)

13. Meet interim budget target o

14. Deliver value for money 09000

15. Operate RTE's commercial activities efficiently o0

16. Highest editorial standards 0900

17. Demonstrate leadership in access services ([ )

18. Highest standards of corporate governance and business reporting o0

Fully achieved: @ Largely achieved: [@ if within 2% of target, D if within 5%] Not achieved: O
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RTE did not provide a combined score for each of its 18
commitments. However, target-misses were primarily in
‘comprehensive portfolio of media services’, ‘reshape digital
services’, ‘digital tech’ and (to a lesser extent) ‘value for money’. We
start with these commitments.

Performance by commitment

Comprehensive portfolio of media services

This commitment —in full, “RTE to provide a comprehensive portfolio
of media services, which together reach across the spectrum of
audience age groups to serve multiple needs” — is anchored in a
range of consumption targets. These cover share, reach, unique
users and so on, depending on which of RTE’s services is being
considered. Key ‘misses’ were as follows:

RTEjr was targeted to slightly increase reach amongst 4-7s to 16%.
Instead, it fell to 14%. As we have seen, TV reach has fallen sharply
for children, and RTE has not been able to buck this trend.

RTE Radio 1 was targeted to increase its reach amongst 35-54s from
22% to 24% and maintain adult share at 24%. In fact, reach fell to
21% and share to 22%. Regarding reach, RTE says “This was an
ambitious target following a strong year for the station in 2016. The
number at work also increased in 2017, reducing the available
audience.” However, RTE’s reach actually fell in 2016 — the 24%
target simply represented a return to the 2015 level. Moreover,
reach for radio as a whole (across all stations) increased in 2017,
notwithstanding the number at work.

RNN saw a reach drop from [3<]% to [3<]%, well below its target of
22%. RTE sees this as a result of the migration to mobile and is
considering the future of the RNN service.

The RTE Archives maintained an ‘ever used’ rating of [$<]%. The
target was for [3<]%, an aggressive increase.

While RTE met its other targets under this commitment (or almost
so), this did include some significant declines, anticipated in the
targets. Notably, RTE2’s peak TVRs among 15-34s fell from 2.0 to 1.5,
and its peak share with this audience dropped from 9.1% to 8.1%.

Monthly streams also fell (7.8m to 7.5m)*” — as with TG4, this drop
off in streaming is concerning. However, RTE has indicated that

37 These figures include audio and streams outside the Player
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growth in 2018 will be in the region of [3<]%. In part it attributes this
drop in 2017 and rise in 2018 to the special events in 2016 and 2018.

Areas of strength for RTE under this commitment included online
reach, Player reach and online news unique browsers, all of which
saw material growth ahead of target.

Develop digital services

RTE had four targets under its commitment to “develop its Digital
media services so as to best meet the changing needs of audiences
with compelling content”. These related to perceptions of the RTE
Player and RTE.ie. Most notable were the scores for perception that
the Player and RTE.ie ‘offer a good range of content’. These fell to
[3<]1% (for each), down from [$<]% respectively. RTE notes that this
may be due to a change in the methodology of the underlying tracker
survey. Moreover, RTE ranked first or first equal amongst its
comparator sets for each of the Player and RTE.ie. For example, 33%
of respondents said YouTube offered a good range of content, the
same figure as for the Player.

Use digital tech to enhance quality & accessibility of services

This commitment was also based on surveyed perception,
specifically that “RTE programmes and services are easily accessible
on a range of devices”. This dropped from [3<]% to [5<]% (against a
target of 280%). Again, RTE speculates that this may be due to the
change in the research methodology.

Subject to rights costs, RTE has been seeking to make its content
available on a wide array of platforms and services. For example, in
November 2017 Saorview Connect was launched. However, to the
extent to which the drop in score is not an artefact of the
methodology change, it may in part reflect rising consumer
expectations. For example, as more people experience Netflix, with
its ease of use, personalised recommendations and so on, the more
they may expect of RTE.

Value for money

RTE largely met its targets under this commitment. The main
exception was RTE 2fm, which had actual public funding of €6.7m,
against a target range of €[3<]m. This was due to a €[3<]m shortfall
in commercial income. RTE attributes this to a change in rate card,
which made Radio 1 relatively more attractive. (While 2fm had good
audience growth in 2017, there is a lag for commercial revenue
growth, since media budgets are allocated in advance for the year
ahead).
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Other commitments

Other missed targets included commercial revenue ([3<]% behind
the interim budget); delayed implementation of a diversity strategy,
continuing falls in the perception of the quality of RnaG; and less than
expected spend on training.

Conclusion re performance against commitments

Overall RTE performed relatively well against its commitments. The
key misses (if we accept that some of the perception issues may be
driven by survey methodology change) were around consumption
metrics for RTEjr and RTE Radio 1. While only moderately behind
target, the [3<]% shortfall in commercial revenue is also significant.

However, some of this strength against targets is because some of
the targets anticipated material erosion. For example, as we have
seen, RTE2’s peak time share amongst 15-34s was 8.1%. This was
down from 9.1% but ahead of a target of 7.7%. (By contrast, TG4
targeted essentially flat share for this group, and exceeded it). Other
‘down but ahead of target’ metrics include Player streams, quality of
RTE Radio 1 and trust in RTE’s news.

5.2 Adequacy of 2018 Commitments

Requirements for commitments

As for TG4, the requirements for RTE’s commitments are set out in
the Broadcasting Act. They must be in accordance with the
corporation’s objects, strategy and public service statement, and
address children’s, lIrish language and science & technology
programming, as well as printed and recorded audio material
produced.

Consistency with RTE’s objects

Section 114 of the Act sets out RTE’s objects. These primarily address
the provision of public service broadcasting (both TV and radio),
within the island of Ireland. This includes provision of online services
and teletext. RTE’s performance commitments largely address these
objects.

Other objects set out in Section 114 include the provision of
orchestras, emergency services, archives, operation of multiplexes,
exploitation of commercial opportunities and (with the consent of
the Minister) provision of local services. RTE does not explicitly
address multiplexes, emergency services or local services in its
performance commitments, but has targets associated with the
other objects.
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Consistency with RTE’s strategy

RTE’s strategy (as laid out for the Five-Year Review) seeks to position
the broadcaster for what it calls a “third phase” for national public
service media, and proposes that RTE should become a “fully
integrated multi-media organisation.”

While seeking to remain Ireland’s main broadcaster for all audience
groups and offering the widest range of locally produced public
programming, it recognises the need to strengthen its appeal to
younger audience groups and extend its content into new digital
media and platforms.

RTE’s key proposals to enhance its content and services include: a
significant shift in budget from broadcast TV and radio to online,
especially in news and content for younger audiences; increased
spend on high quality Irish programming, particularly drama,
entertainment, factual and arts; and creation of a Digital Lab to
produce multi-genre on-demand content.

These steps are supported by a reorganisation, designed both to
make RTE more cost efficient, but also more audience centric.

RTE’s performance commitments are in line with this strategy. As we
discuss in more detail below, it has moved away from service specific
targets, and towards more audience-focused targets (on a cross
media basis). RTE is also targeting growth in online consumption.
This is matched by a shift in spending. The Statement of
Commitments anticipates falling or flat funding for almost all services
but calls for [3<] spend on online services, from €[3<]m to €[3<]m.

Specific commitments

RTE’s commitments include targets addressing children’s and Irish
language content. An example of science and technology content is
mentioned in the discussion in the ASPC. Printed and recorded audio
content is not mentioned (though both are a very small part of RTE’s
operations).

Conclusion
We conclude that RTE’s statement of performance commitments
substantially meets the requirements of the Act.

Scope and level of RTE’s commitments

Overview

For 2018, RTE has taken the opportunity to significantly simplify its
performance commitments, with six commitments and 34 targets
(compared to 18 commitments and over 70 targets for 2017).
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It has dropped a number of commitments related to the
performance of individual services, such as ‘RTE2 peak TVRs among
15-34s’. However, cross-platform targets for reach, and platform
targets for share (e.g. 26% share of adult TV viewing) have been
retained.

RTE has also added some overarching, research-based targets, such
as “Maintain public perception that RTE has high quality content and

service.”
Figure 20: RTE 2018 Performance Commitments
Commitment Targets Target Level Change vs 2017 ...
1 Puttheaudience at the 2 Actual
centre of decision making Target _ _
2 Bewheretheaudienceis 9 Actual ° e o
Target =
3 Providetrusted, challenging 3 Actual =
and engaging content Target L
4 Champion Irish culture 6 Actual °
Target - e
5 Celebrate diversity and 8 Actual e o o
cultivate Irish talent Target - . - -
6 Protect the future of PSM 6 Actual o
Target = = = ®
34
Key: ® Increase of >3% Change of <3% ® Decrease of >3%

- No prior year comparison

[Colours reversed for opex - e.g >3% operating cost is shown in green]

Key changes to targets

There are 14 new targets, and for these, comparisons to the 2017
target are obviously not possible. However, where comparisons are
possible (either to 2017 actual or target), in roughly two-thirds of
cases there has been no material change. In a sixth of cases, the
target has been raised, and in a sixth the target has been reduced.

The reach targets are a case in point. RTE has set targets of [5<]%
reach overall, and for each of 18-34, 35-54 and 55+ (on a cross-media
basis). These targets are [3<].

That said, RTE is already super-serving older audiences. It seems
appropriate to have a softer (though still high) target for this age
group, to allow resources to be redeployed to younger audiences,
where RTE’s position is more challenging.
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One other notable change is a reduction in the target for RTEjr’s
reach with those aged 4-7. Last year’s target was 16%, but this has
been dropped to 14%, in line with last year’s actual performance.

Conversely, RTE has set itself some increased targets. In particular,
its targets for mobile and online reach and streams are each up
around 6% from 2017 actual results.

Financial targets

Under the commitment to ‘Protect the future of PSM’, RTE has a
number of financial targets. One relates to RTE’s profitability. The
budget is for a deficit of €[3<]m. In part, this relates to special events
costs of €[3<]m (associated with the World Cup, Papal visit and
presidential election).

However, even without these costs, RTE would be operating at a loss.
Further, such costs recur roughly every two years - there will be the
Olympics in 2020, for example. An RTE that was breaking even across
the cycle would be profitable in ‘odd years’ to compensate for losses
in even years. Instead, RTE is proposing to spend at a level that
means it is loss-making even before special events.

This represents the continuation of a trend discussed in the Five-Year
Review. In the 20 years to 2016, RTE made cumulative losses of
almost €300m (inflation adjusted, and excluding the €157m gain on
the 1999 sale of Cablelink). While there have been periods of
profitability, over the long term RTE is outspending its income.

Conclusions
RTE’s commitments broadly meet the statutory requirements. In
particular, they appear to be aligned with the broadcaster’s strategy.

RTE has de-emphasised share as a metric. As discussed above under
TG4, 3 this is appropriate, since viewing share has the potential to be
a misleading metric. It is also positive that RTE is setting itself
relatively more challenging targets for those aged 18-34 and plans to
hold reach for this group roughly steady. However, RTE may wish to
consider one or more additional targets focused on this group. Reach
is helpful, but does not tell us about depth of relationship, and
building a strong relationship with younger audiences is critical for
RTE.

As for TG4, time spent or ‘loyalty’ indicators (such as high-volume
reach, frequency of consumption or number of services used)
represent other options. A particular advantage for RTE is that these

38 page 32
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can provide an overall cross-platform view but also be broken down
by audience or service. For example, RTE could have an overall target
for the amount of time audiences spend with all RTE services, that
could then be apportioned to different parts of its portfolio.

As we have noted, RTE has raised its targets for online, including a
goal of 6% growth for streams (compared to about [3<]% for TG4).
However, this needs to be seen in context of streamed viewing’s
current small share of overall viewing. We crudely estimate that
streams represent around [$<]% of viewing to RTE’s TV content (with
the other [3<]% consumed by live broadcast or PVR).>® This means
[3<]% growth in streaming consumption can only compensate for
[3<]% decline in live and PVR viewing. However, per capita TV
minutes fell by roughly 7% in the last year.*® In other words, RTE’s
targets appear to embed a diminishing relationship with audiences
for AV content.

This may be the inevitable consequence of a challenging market for
broadcasters (and PSBs in particular), coupled with the absence of
funding increases for RTE that have been recommended.

5.3 Commercial Revenue maximisation and
overcompensation

Commercial revenue maximisation

In 2017, RTE’s commercial revenue fell from €158m to €152m, or 4%.
This was largely due to a €6.7m (or 6%) drop in overall advertising
income. Within this, for TV and radio RTE’s decline appears to have
been in line with the market, or slightly ahead (broadly consistent
with its roughly flat consumption share).

However, RTE saw a 12% drop in its digital advertising and
sponsorship revenues, which RTE attributed to sharp falls in pricing.
The digital market overall saw growth of 25%, though much of this
will have gone to international players such as Amazon and
Facebook. More generally, as supply of online advertising increases
(due to more time online and heavier deployment of mobile
advertising), publishers have to grow to stand still. It is not clear that
RTE’s growth in online usage is sufficient to sustain its online
revenues — though this does not imply that they are being inefficient
in monetising the usage they have.

39 Calculation based on assumptions of 45 mins per stream, 50% of consumption via the TV set (so already picked up by
TAM) and 1.25 viewers per non-TV stream
40 See Figure 9

CJOMMUNICATIONS
CJHAMBERS 39



Overall, we do not have reason to believe that RTE is not operating
efficiently to maximise revenues.

Overcompensation

In 2017, RTE had a deficit from operating activities (before
exceptional items) of €4.3m, which would suggest that “the amount
of public compensation does not exceed the net costs of the public
service mission, taking also into account other direct or indirect
revenues derived from the public service mission”, the test set out in
the PSB state aid guidance. In turn, this argues against there having
been any overcompensation.

That said, as we have noted RTE also benefited from an exceptional
item of €69.9m (€99.5m from the Donnybrook sale less €29.6m in
restructuring and other charges). As a consequence, including
exceptional items, its operating profit was €65.6m, or €42.1m after
net interest and tax.

This surplus is in excess of the 10% of annual budgeted expenses that
is the default cap under State Aid rules (set out in the 2009
Communication) which PSBs can carry in their reserves to the extent
that it is necessary for securing the financing of their public service
obligations. *! However the 2009 Communication states that this cap
may be exceeded if the excess "is specifically earmarked in advance
of and in a binding way for the purpose of a non-recurring, major
expense necessary for the fulfilment of the public service mission".

We understand the excess was so earmarked and as such, this can
be carried forward in RTE’s reserves. We also understand the
expenditure of this excess will be monitored as part of future Annual
Reviews. Based on this, we can conclude that there does not appear
to be any issue of overcompensation as at 31 December 2017.

41 EC, Communication from the Commission on the application of State aid rules to public service broadcasting, 2009/C

257/01, 27 October 2009

CJOMMUNICATIONS
CJHAMBERS

40


http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C:2009:257:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C:2009:257:FULL&from=EN

6 Adequacy of Funding

6.1 The current review and the Five-Year Review of
Public Funding

‘Triangulation’ from the conclusions of the Five-Year Review
The Broadcasting Act specifies in §124(2) that annual reviews shall
consider “the adequacy or otherwise of public funding to enable the
corporation to meet its public service objects”. The Act, at §124(8),
uses identical language in describing one of the requirements of the
five-yearly review.

The Authority reached its conclusions for the most recent five-yearly
review in April 2018. Prospectively, this review considered the
broadcasters’ strategies for 2018-2022.

The underlying analysis was conducted largely in Q4 2017 and was
based in part on historical evidence for 2013-2016. It was supported
by detailed work by the broadcasters on market developments, their
respective positions in the market, their strategies for the years
ahead and forecasts for their financials under both ‘preferred’ and
‘flat cash’ scenarios.

Given the depth and recency of this previous analysis, our starting
point for this analysis of the adequacy of public funding is the
conclusions reached by the Authority in April 2018. Our focus is on
whether there have been market developments, developments in
public funding or developments within the PSBs which would suggest
that these conclusions should be amended. We refer to this as a
‘triangulation” approach, as opposed to a more detailed, bottom-up
approach (such as that taken in the Five-Year Review).

Conclusions of the previous Five-Year Review
The Authority’s conclusions were published in October 2018, and
were as follows:

“The BAI's review concludes that both RTE and TG4 continue
to deliver value for Irish audiences and submits that there is
a strong justification to support increased levels of funding
for each of the broadcasters which should assist them in
meeting environmental, technological and financial
challenges while also fulfilling audience expectations, both
now and into the future ... [IJn the case of RTE, there has
been no television licence fee increase in over ten years.
Funding recommendations for TG4 have not been fully
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realised either, despite an increasingly competitive
environment for content — both linear and non-linear.

RTE

The BAI recommends, at a minimum, that RTE
should receive an increase in its annual public
funding of €30m per annum. Given the urgency of
RTE’s current funding position, the increased level of
public funding recommended should be available to
the broadcaster immediately.

As set out in the report, the BAI believes that there
may well be a case for increased funding in excess of
€30m per annum and remains open to receiving
further detailed proposals from the broadcaster
over the period of its 2018-2022 Strategic Plan,
aligned with its statutory remit.

TG4

The BAl recommends an increase of €6m per annum
in public funding for TGA4. It is the view of the BAI that
this increase should have full effect from 2018 and
onwards over the period of TG4's strategy.

The BAl believes that both funding increases are justified, as,
in its view, the funding currently available is not sufficient to

ensure the broadcaster’s sustainability.”*

These recommendations are the starting point to our analysis of the
adequacy of public funding in the context of this annual review.

6.2 Recent market developments

Over the last year (since the previous market review), key changes
have been as follows.

GDP growth has been ahead of expectations, by approximately two
percentage pointsin 2017 and 2018 (forecast), and inflation has been
slightly below. However, that benign macro-economic environment
has not fed through to TV advertising. At the time of the Five-Year
Review, this was expected to be flat in 2017. In actuality, it was down
almost 8%, with a further 1% anticipated in 2018. (We discuss below
how this has affected each of the PSB finances).

The broadcast market has continued to be increasingly competitive,
with (for example) VOD players such as Netflix growing more

42 BAl, Broadcasting Authority of Ireland Statement on Five-Year Review of Public Funding, 1 October 2018
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important. Viewing of broadcast TV has continued to decline, but
broadly in line with recent trends. Viewing share for the broadcasters
has also been broadly stable.

Thus, in terms of the wider market, the key new development has
been a sharp and somewhat unexpected downward step in
advertising, to which Brexit has been a contributing factor.

6.3 RTE’s funding

Recent developments at RTE

The starting point for the RTE five-year plan was the 2017 budget.
We consider here how the actual figures for 2017 compared to this
budget, as well as any other recent developments that will affect the
broadcaster’s financials in the years ahead.

Audience performance

RTE lost viewing share in 2017, with RTE Figure 21: RTE Consolidated viewing share*

One (and its +1) falling from 19.5% to 25% - 22.8%

19.2%, and RTE2 falling from 6.3% to

6.1%.* While RTE One and its +1 have 2 s
0.0%

had broadly stable share in recent years, 187% oo 187% 184%
15% - -

20.6% 20.5%

19.2% . 195% 1929
i RTE One and +1

this combination has benefited from the

gradual roll-out across platforms of RTE 10% | &% % S
7.2% 7:6% . .
One +1. (For instance, it launched on Sky o e e

at the end of 2015). The +1 channel now 5% 1 —
has 0.8% share and is available on all
. 0% —_—
platforms, and so will not offset any % o & @ S wm @ R
—l — i i — i i
further declines in the parent channel R &8 R &8 R R’/ <7

(unless its hours are extended — see
below).

Radio too was down, with RTE stations dropping slightly from 31.9%
to 31.7% share. Page views were up 3% to 150m/month and Player
streams up 2% to 52m/year.

Commercial Revenues

Budgeted 2017 revenues were €[3<]m, whereas the actual result
was €338m. This [3<] shortfall was entirely due to lower than
expected commercial revenue, which was €[3<]m below budget [3<]
at €152m. This reflects the highly challenging advertising market in
2017. [3<] In 2018, RTE expects [¥<].

43 TAM Ireland, Individuals 4+
44 RTE, Annual Report & Group Financial Statements, 26 April 2018

CJOMMUNICATIONS
CJHAMBERS


https://www.rte.ie/annualreport/pdfs/RTE_Annual_Report_2017.pdf

While both TV and radio advertising were down in 2017 (6% and 2%
respectively), the sharpest fall was in digital advertising (12%). RTE
attributed the fall in digital to “steep falls in pricing and intense
competition”.** RTE’s very moderate volume growth was not
sufficient to offset these price drops.

While online is important as a means to reach audiences, the
strength of pure digital players such as Facebook and Google mean it
is not likely to be a major source of revenue growth for RTE.

One development anticipated in RTE’s plan was extended hours for
RTE One +1 and the launch of RTE2+1. These changes may generate
net revenue of [3<] annually but are pending Ministerial approval.

Licence fee revenues

Licence fee income in 2017 was €[3<]m ahead of budget. For 2018,
RTE’s preferred scenario included [$<]. In reality, the Government
provided a €1.5m step for 2018 and €8.8m for 2019, a combined
shortfall of €[3<]m against RTE’s expectations.

RTE also planned, based on a further €[3<]m over 2020-22, for a total
increase of €[3<]m by the end of the period, relative to 2017.

As we have noted, the Authority’s recommendation was for an
increase of at least €30m (of which €8.8m has already been
provided). Thus, relative to the Authority’s recommendation,
€21.2m is yet to be granted.

Costs

For 2017, RTE’s actual operating costs (excluding depreciation) were
€335m, below the broadcaster’s budget for the year of €[3<]m by
€[3<]m. They were also below the 2016 total of €343m, though that
year had more special events.

Costs were down in virtually every category. The key exceptions were
commissioned and acquired programming (up €3m and €2m
respectively). These increases were more than offset by an €11m
reduction in in-house production costs.

At the time of the previous analysis, RTE was commencing a
Voluntary Exit Programme (VEP) and restructuring, though this did
not have material impact within 2017. Over time, it was anticipated
to result in savings of[3<]). As of June 2018, annualised savings of
€[3<]m had been achieved via the VEP[3<], with content changes
delivering a further €[3<]m.

45 RTE, Annual Report & Group Financial Statements, 26 April 2018
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RTE believes that [3<].

([¥<] While it may be possible to imagine an RTE that produced the
same services at lower cost, the practical question is how quickly RTE
can get there. Given the legacy of non-compulsory redundancies in
the public sector / commercial semi-states, RTE does not feel it has
been in a position to invoke mandatory exits. This inevitably reduces
its ability to manage costs out (particularly given that costs have
already been materially reduced over the past decade). Put another
way, one might argue that RTE is ‘efficient within the constraint of
voluntary-redundancies-only’).

RTE is also changing its orchestras provision in light of the
Boaden/Mediatique review*® and a subsequent Government
decision. It anticipates this will result in savings of roughly [3<]m
from 2019 onwards.

Looking ahead, RTE is seeing upward pressure in [$<] costs. It has
also received a pay claim from the RTE TUG.

Overall, while there are differences in the detail, RTE anticipates that
its 2019 operating costs will be broadly in line with the €[3<]m it
anticipated in its ‘preferred scenario’ in the Five-Year Review.
However, this scenario also included an increment of €[3<]m in
public funding (over 2017) as well as a small increase in commercial
revenues. These may not be safe assumptions.

Net position

In 2017, RTE had EBITDA of €3.1m, in line

with the budget. Depreciation and 500 -

amortisation net of gain on disposal of 450 -

assets was €7.3m, ahead of the budgeted 400 1 /‘\\

€10m. 330 1 —
300 -

RTE also benefited from an exceptional 250 1

item of €69.9m. This comprised €99.5m igg

from the sale of 9 acres of the 100 -

Donnybrook site (net of associated costs), 50 -

less €29.6m in restructuring and other 0 +—————

2005
2007
2009
2011

charges. The €29.6m covers — amongst
other items — the payments made to
individuals choosing to leave under the

2013

46 Helen Boaden & Mediatique, RTE Orchestras — Ensuring a sustainable future, April 2018

47 RTE Annual Reports; opex includes depreciation
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https://static.rasset.ie/documents/news/2018/04/orchestras-report.pdf

VEP. Under state aid guidelines, the net gains from this sale may not
be used for current expenditure purposes.

Recommendations re RTE

RTE now operates in a more challenging advertising environment
than expected. This may bounce back once Brexit is resolved, but
there is no guarantee of this. It is also concerning that TV advertising
has been under such pressure even while GDP growth has been
strong. This is a downside development relative to expectations at
the time of the Five-Year Review.

On costs, RTE has found other cost savings to compensate the poorer
than expected performance of the VEP. However, it is concerning
that RTE still sees its cost trajectory matching that of its preferred
plan, which was based on significantly higher revenues. Simply
looking at the €[3<]m shortfall in licence fee income relative to RTE’s
expectations, this suggests a deficit of €[3<]m in 2019.%®

Even this understates the challenge, since it would require an
appreciable recovery in commercial revenue. Moreover, 2019 is a
year with limited special events,* which can add €[3<]m to costs in
‘even’ years. Thus on a smoothed basis (averaging special events
costs and allowing for poorer than anticipated commercial
revenues), RTE could face a deficit in the region of €[3<]m for 20109.
[<].

In conclusion, market and operational developments for RTE have
been negative since the prior recommendation. Further, a pro-forma
analysis suggests that the broadcaster will need the outstanding
amount simply to avoid deficits. Put another way, without further
funding, to break even RTE would need to materially reduce spend
on content, which would likely further reduce audiences (and by
extension, reduce commercial revenues).

We also noted at the time of the Five-Year Review that even with
existing (deficit-generating) spend, RTE is losing share, creating a
longer-term risk that share drops to a point such that the licence fee
model is no longer sustainable. This trend has continued.

Thus, there does not appear to be a basis to reduce the
recommended funding determined by the Authority (other than to
net off the increment already granted).

48 RTE forecast a €3m surplus for 2019. This figure did reflect a €10m ‘additional investment’. Theoretically this could be
foregone, but RTE will ‘wither on the vine’ if it does not continue to develop its offerings
43 There will be some investment to cover the centenary of the War of Independence
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6.4 TG4's funding

Recent developments at TG4

As with RTE, we begin by comparing recent developments at TG4 to
expectations at the time of the Five-Year Review. This is a simpler
exercise for TG4, in part because the organisation is smaller and less
complex than RTE, but also because TG4 is significantly less exposed
to volatile commercial revenue streams, which are just 8% of total
income.

Audience performance

TG4 exceeded targets for viewing performance. Share rose to 1.87%,
vs a target of 1.8%, and a 2016 figure of 1.78% in 2016. This increase
was particularly notable since in 2016 TG4 benefited from additional
funding and viewing associated with the 1916 Centenary. TG4’s share
has now recovered to a level last seen in 2012.

Online, TG4 saw growth, though in some areas not as much as
expected in the plan. Player streams were 2.2m, vs a target of [3<]m
and a 2016 figure of 2.1m. Within this, streams in Ireland were [<].
(Total hours watched were ahead of both plan and 2016 however).
Unique visitors were on target at 2m, up from 1.8m in 2016.

Revenue

TG4’s net commercial income in 2017 was €3,086,000, ahead of both
2016 (€2,796,000) and the plan for 2017 (€[3<]). In part this was due
to the strong viewing performance.

However, the great majority of TG4’s public funding is in the form of
grants for current expenditure.® This was largely unchanged in 2017,
at €32.8m (as anticipated in TG4's five-year plan) vs €32.5m in 2016.

Costs
Overall, TG4’s net operating expenditure was in line with its plan.

Programme costs were €24.7m, down from €25.4m in 2016 but
above the plan of €[3<]m. This overspend was funded primarily by
the increased net commercial income, and by lower than expected
staff costs.

TG4's staff costs (pre-capitalisation) were up somewhat at €5.96m
(vs €5.69m in 2016), primarily due to a one-off retirement benefit in
2016. However, even this increased figure was less than €[3<]m

50 TG4 also receives capital grants, which it amortises over time. In 2017 this represented a further €1.6m of state funding
in TG4's Statement of Income and Expenditure
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anticipated in the plan. TG4 attributes this to employees on career
breaks returning to work later than expected.

The operating efficiency of TG4 is primarily a function of its
programme expenditure, which represents 66% of its opex.
However, this spend is primarily with Irish-language independent
producers. TG4 has been concerned to sustain this critical supplier
group. To this end, it has moved to multi-year contracts, for example.
Thus while TG4 might be able to drive a harder bargain with these
suppliers, this might be counterproductive if it affects their viability.

Staff costs, at 15% of expenditure, could theoretically be another
source of efficiency. A challenge here is that TG4, as a
commissioning-broadcaster, does not as readily benefit from
technology driven efficiencies. The task of commissioning is not
made simpler by (say) digital production workflows. Our engagement
with TG4 has not suggested that its 78 FTE are underworked.

Recommendations re TG4

2017 was an encouraging year. Not only was TG4 able to grow its
commercial income, it was able to grow its viewing share even
though its programme expenditure dropped by about 3%. Its
performance was positive against both 2016 and plan. Though online
performance was somewhat more mixed, it was broadly on target.

All else being equal, this might suggest that TG4 is able to do more
with (somewhat) less. However, we caution that these are relatively
small variances relative to the plan, and do not necessarily suggest a
reappraisal is appropriate. We further note that the cost benefit of
staff career breaks will (in part) lapse, causing TG4’s costs to rise
somewhat going forward.

Thus, we do not believe there are market or TG4-specific reasons for
the Authority to amend their view of appropriate funding for the
broadcaster.

As we have seen, the Authority previously recommended a €6m
increment to TG4's public funding, to apply each year throughout the
five-year period. In July 2018, the Minister of State announced that
the DCCAE had allocated an additional €985,000 to TG4.>! However,
this was a one-off grant only. Thus, for the future the Authority’s
previously recommended increase of €6m per annum remains
unfulfilled. As with RTE, the recent developments are not significant
enough to suggest a material move from this, though a case could be

51TG4, Nearly €1m in extra funding for TG4, 23 July 2018. This was an allocation from the capital account. However, since
TG4 is now capitalising content costs, as a practical matter it expects to be able to use this sum for commissioning
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made for a slight reduction, given TG4’s recent strong performance
on its existing budget.
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7 Audience Yield

Alongside this year’s annual review, we have piloted a
complementary way of analysing the PSBs’ performance, that we
have labelled ‘Audience Yield’. This section describes this approach,
the motivation behind it and method, as well as the key findings of
the pilot. The section concludes with some considerations about how
this approach could be taken forward by the PSBs and the BAI in
future reviews.

7.1 About the Audience Yield approach

Rationale

This review, and previous reports commissioned by the BAI, have
identified twin challenges facing the PSBs: on the one hand, the
decline in TV viewing (and, more gradually, radio listening) as
younger audiences in particular take up online video, streaming
services, social media and so on; and on the other, shortfalls in
funding, with public income not rising in line with the BAl's
recommendations, falling commercial revenue and upward pressure
on some costs.

In our assessment for the Five-Year Review of public funding we
found no evidence of systematic inefficiency at either PSB — we did
not believe there was substantial cash that could be freed up by
doing what they were doing in a lower cost manner. However, that
left open the question as to whether the PSBs were doing the most
efficient things. That is, are the PSBs providing the most efficient mix
of services to capture audiences and deliver their objects?

We recommended that both broadcasters put in place a
“transparent framework for prioritisation” to facilitate the
reallocation of funding to content and services that address hard-to-
reach (typically younger) audiences’ needs, by reducing spend on
output mainly used by well-served (typically older) audiences. This
will require difficult choices, in budget allocation and commissioning,
which can only be made effectively with robust data about audience
performance and value for money, across platforms, services,
audience subgroups and genres.

In light of this recommendation, the BAI asked us to work with the
broadcasters to consider what such a prioritisation framework could
look like, and also to assess the scope to integrate it with the annual
review process, potentially including replacing some of the
broadcasters’ current performance commitments.
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This year’s study is a prototype, designed to pilot the Yield approach
and allow the broadcasters and BAI to consider what role it might
play in their respective areas of responsibility in future. 2017 data
may not prove to be a good benchmark for trend analysis, as both
broadcasters’ strategies have evolved since the 2017 schedules were
commissioned, and in both cases the analysis is somewhat limited by
the historic data available. Therefore, our intention is not to provide
a definitive analysis, but to illustrate the potential value of the
Audience Yield approach, and to identify some questions it raises for
the broadcasters and the BAI.

We note that RTE is developing its own audience yield approach, with
similar objectives, though this did not address the entirety of 2017.

The Audience Yield concept

Conceptually, ‘Audience Yield’ describes the amount of consumption
each broadcaster achieves for a given level of content spend, using
metrics that can be tracked and compared broadly consistently
across services, genres and audience subgroups. The metric we have
adopted in this review is ‘user hours per euro’: that is, the number of
hours of viewing, listening or online usage a given service or genre
achieves for every €1 spent on content.>?

In 2017, we calculate that RTE delivered 749.3m hours of viewing of
indigenous programmes, across its four main TV channels (RTE One,
RTE One+1, RTE2, RTEjr), including live and 7-day catch-up viewing
on a TV set. The cost of those programmes was €151.2m. The Yield
of indigenous TV programming was therefore 5.0 viewer hours per
euro (749.3m divided by 151.2m). Similar Yields can be calculated for
each channel and genre and broken down by audience subgroup. For
example, of those 5.0 viewing hours generated by each euro spent
on indigenous TV programming, children watched [3<] hours, male
adults [3<] hours and female adults [3<] hours.

The Yield approach helps the broadcasters and the BAI assess
whether, taken as a whole, the PSBs’ portfolios are serving all
audiences, avoiding both underserving and super-serving. Although
Yield metrics are averages, and do not predict what a marginal hour
of content would deliver, they do represent an assessment of the
overall efficiency of different kinds of output in reaching different
audiences. Yield analysis can inform broadcasters’ budget allocation
decisions by identifying areas of relative over- and under-
performance. Yield metrics encourage focus on specific at-risk

52 Cost per viewer hour is a similar metric, but based on our conversations with stakeholders, we believe ‘hours per euro’
is more intuitive, particularly when looking across audience segments of a particular offer

CJOMMUNICATIONS
CIHAMBERS B



audiences and can also be easily aggregated across audiences,
services and genres.

Perhaps most importantly, Yield brings together in a single
framework three core drivers of PSB impact: content spend,
audience response and commercial effectiveness. These variables
can of course be assessed independently, and many of the key trends
are familiar from previous annual and quinquennial reviews.
However, by bringing them together Yield affords both broadcasters
and the BAl a comprehensive, evidence-based picture of
performance, that enables trade-offs between different objectives to
be understood and strategic choices to be made with a rich
understanding of likely impacts.

Other things being equal, PSBs with a universal mission should seek
to address differentials in consumption by prioritising content that
achieves relatively high Yields amongst under-served audiences. In
some circumstances, particularly when budgets are static, this may
come at the expense of output that achieves higher Yields amongst
well-served audiences. Note that this may result in a drop in overall
Yield (across the whole audience), even as a broadcaster serves hard-
to-reach audiences better.

Limits to Yield
Yield analysis must be used cautiously as a guide to strategic
decision-making, for several reasons:

The importance of other metrics
PSBs operate with multiple objectives and constraints, including

remits and responsibilities set out in statute, industrial relations and
stakeholder expectations, and consequently do not and should not
optimise for Yield alone. In particular:

o Yield does not measure value to audiences, which is not only
a function of consumption. In assessing success, most public
service broadcasters track measures of appreciation,
satisfaction, support, trust, or willingness to pay as
complements to raw consumption measures;

e Yield does not measure PSBs’ impact, with respect to the
wider purposes of public service broadcasting and the
broadcasters’ statutory remits. For example, the 2009
Broadcasting Act requires the broadcasters variously to:
“have special regard for the elements which distinguish
[Irish] culture”, and the Irish language in particular; reflect
the cultural diversity of the whole island of Ireland; and

CJOMMUNICATIONS
CJHAMBERS

52



facilitate cultural expression. These objectives are unlikely to
be met by a strategy that focuses only on maximising Yield.

Content or services with relatively low Yield may therefore be vital
elements of a PSB’s offer. Nonetheless, it would still be appropriate
for PSBs to seek to improve the Yield of such output, if this can be
done without unduly affecting its value or impact.

Cross-platform comparisons
Cost and consumption patterns differ across platforms; and as a

result, comparisons between platforms may be inappropriate. For
example, radio costs less to produce than TV, and audiences tend to
listen to more than they watch. Audience Yield for radio is therefore
typically higher than for TV. Of course, this does not mean that a
rational PSB would move all of its funding out of TV and into radio.

Online Yield may need to be measured differently, as it is less clear
for online services that duration of usage correlates with benefit to
audiences. Many online news providers, for example, feel that
audience loyalty is at least as important as time spent, and therefore
track measures like frequency or recency of use.

Retrospective, not prescriptive
Yield is not a prescriptive tool. Even if the previously mentioned

limitations could be addressed, it could not reveal what kind of
programming PSBs should commission or predict the impact of
schedule changes on audience metrics. Editorial judgement remains
critical.

These issues are considered further in ‘Developing the approach’,
below.

7.2 Methodology

Yield for broadcast services
Yield estimates for RTE and TG4 for 2017 were calculated as follows:

e Data on broadcast hours and cost of output was sourced
from documents published or provided by the broadcasters
(RTE’s 2017 Annual Report and TG4’s Review of 2017
Performance, provided to the DCCAE, respectively)

e Average audience data were sourced from industry-standard
measurement systems (for TV, Nielsen TAM, provided by the
broadcasters; for radio, JNLR, provided by the BAI)

e Where necessary, adjustments were made to output and
audience data to ensure genres and service definitions were
consistent (see Annex)
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e Total 2017 user hours were calculated for each genre, service
and audience subgroup, by multiplying average audience by
annual hours of output

e Yield was calculated by dividing total user hours for each
service and genre by its cost.

RTE provided TV viewing data for indigenous programmes
(commissioned or produced by RTE) only, so in the following
discussion references to TV Yield for RTE generally relate to this
output; we have included top-level yield analysis for acquired
programming at Figure 29.

Online data
Neither broadcaster provided data for audiences’ time spent with

online services, on a consistent basis for all their online services, for
2017. Neither did they have systematic data on usage by different
demographic groups. In RTE’s case, this was partly due to a change
in analytics provider since 2017. We have not therefore been able to
calculate Yield for online services in the same way we have for
broadcast. However, as noted above, it may be argued that online
Yield requires a different approach in any case. We discuss this
further below.

Commercial effectiveness
Both RTE and TG4 have a mandate to fund their services from a

combination of public funding and commercial income. Funding
source is not differentiated in Yield, which is based on the gross cost
of output and services — it is the amount of viewing and listening
achieved for a certain amount spent on content. The ability to earn
a commercial return should not be a factor in commissioning or
strategic decision-making.

However, since the effect of commercial income is to reduce the
amount of public funding needed to deliver the achieved volume of
viewing and listening, the broadcasters’ ability to earn commercial
revenue against different genres and services is part of the
assessment of their overall effectiveness. Equally, it is important for
the BAI to understand how changes in editorial strategy may affect
commercial income, and therefore the adequacy of public funding.
We therefore calculated a ‘yield on licence fee’ metric, which is the
hours of viewing or listening achieved per euro of public funding
spent on content. This analysis is summarised under the ‘Commercial
effectiveness’ headings for each broadcaster below.
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A note on interpretation
Because of the way it is calculated, Yield is partly driven by the

relative size of different groups in the population: programmes that
appeal to over-55s will achieve a greater Yield than children’s output,
simply because there are more over-55s available to view. Similarly,
programmes broadcast by RTE will tend to achieve higher Yield than
those on TG4, because much of TG4's output is intended to appeal
primarily to Irish speakers. Where we quote Yield figures, we provide
the relevant universes.

Yield may be low amongst a particular group because that group
generally consumes less of a particular type of content. For example,
another reason that children’s programmes tend to achieve
relatively low Yield is that children watch less TV. However, that
should be interpreted as evidence of a challenge to be addressed,
not simply a justification for relatively weaker performance with that

group.

7.3 RTE

In this section we consider the type of analysis enabled by the Yield
approach. We first consider delivery to audiences, overall and with a
particular focus on differences by age. We then consider Yield by
platform, service and genre, before looking into RTE’s commerecial

effectiveness and its impact on Yield.

Because RTE2 and RTEjr share a significant proportion of their
children’s output, we have combined their cost and viewing data,
and considered them as if they were a single channel (“RTE2/jr”).

Delivery for all audiences

RTE reached 95% of all Irish adults weekly, on average, in 2017.
Average weekly reach was above 90% for all demographics analysed
for this report, although was somewhat lower than average amongst
18-34s, at 91% (Figure 23). All audience subgroups used multiple
services — at least [3<], in a typical week. ‘Unique reach’ — the
proportion of an audience which use one platform and no other —
was consequently low. It was highest amongst over 55s, [3<] of
whom watched TV and used no other service in an average week in
2017.

Around half the population used RTE online services weekly in 2017,
rising to 58% of 15-34 year olds. Very few people only came to RTE
online, suggesting that online services do not yet substitute for TV
and radio services, at least for the vast majority.
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Figure 23: RTE cross-platform reach and consumption®

[<]

The oft-repeated claim that younger audiences have forsaken
broadcasting in favour of the Internet is not entirely accurate. Both
RTE TV and radio achieved greater weekly reach with 15-34 year olds
than did the broadcaster’s online services in 2017. However, high
overall reach figures mask considerable differences in the volume of
consumption by different groups, with younger RTE viewers
watching significantly less TV and listening to less radio than older

groups.
Looking at consumption in more detail shows Figure 24: Hours of RTE consumption by age>*
further differences by age (Figure 24). On (<]

average, Irish adults consumed [3<] hours per
week of indigenous TV output and 6.8 hours of
radio (acquired TV programmes are not
included in this analysis).>> An average 15-34
year old watched for [3<] hours and listened
for 3.0 hours.

Older viewers, conversely, got substantially
more value from RTE. Over-55s consumed
almost [3<] hours of RTE content per week,
excluding acquired TV, roughly equally divided
between TV and radio.

Comparable data for children were not available. However, we do
know that under-15s accounted for only 6% of all hours of viewing of
RTE indigenous TV output, despite forming 17% of the Irish

53 RTE Annual Report 2017, RTE confidential data return, JNLR, RTE Brand Health & Reputation Tracker. Excludes viewing
of acquired programmes on RTEjr

54 RTE Annual Report 2017, RTE confidential data return, JNLR. Viewing data relate to indigenous programmes only

55 These figures differ from those in the previous chart, which shows average hours of TV viewing per RTE TV viewer and
radio listener. These data are averages for all adults. Hours of TV viewing analysis is based on a confidential analysis of
indigenous TV viewing provided by RTE, which is redacted. Hours of radio listening analysis is based on publicly available
JNLR data
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population. Overall, they watch more RTE One than RTE2 or RTEjr;
while those channels broadcast a substantial volume of dedicated
children’s programming, this is primarily aimed at 4-7 year olds.

Audience Yield

On average, every euro RTE spent on TV programming (indigenous
and acquired) in 2017 delivered [3<] hours of viewing. Every euro
spent on indigenous programming delivered just under [3<] hours of
viewing (Figure 25). (We also estimated additional viewing via RTE
Player on mobile and desktop, which increased total Yield to a little
over [3<]). RTE One delivered greater Yield than RTE2/jr (combined).

Yield was much lower amongst younger audiences, with each euro
of indigenous spend only buying [3<] hours of 4-14s viewing
compared to over [3<] hours — almost ten times as much — amongst
those aged 55+.

Across virtually every demographic, RTE One had a higher yield than
RTE2, the key exceptions being 4-14s and (narrowly) 15-34s.
Although RTE2 skews more male than RTE One, RTE One nonetheless
achieves a significantly higher yield amongst men, because its overall
yield is so much higher.

Figure 25: RTE Audience Yield: TV®®
(<]

Of TV genres, Entertainment delivered greatest Yield across the RTE
portfolio as a whole, achieving [3<] hours of viewing/euro (Figure
26). News, Music and Factual programmes also delivered above-
average audiences for their cost. Drama (especially on RTE One) and
Sport had the lowest Yield, reflecting their high production costs.

56 RTE Annual Report 2017, RTE confidential data return. ‘All’ audiences data includes viewing to RTE Player on mobile

and desktop; this is not available by demographic
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Figure 26: RTE - Audience Yield by TV Genre®’

[<]

For younger adults (15-34s), Music and Entertainment were the most
cost-effective genres, achieving [$<] and [3<] hours of viewing/euro.
Amongst children, Young People’s content is highly cost-effective,
achieving [3<] hours of viewing/euro.

Differences in social grade were broadly similar across genres, but
Drama achieved particularly low Yield amongst ABCls. By gender,
most genres delivered more female viewing than male, with the
exception of Sport. Nonetheless, Sport is not particularly cost-
effective as a means of reaching men, because of its cost; every other
genre achieved a higher yield amongst men, except Drama and
Young People’s content. We understand that Sport’s yield is also
shaped by its mix of high-value, widely watched output, as well as
some events that attract lower audiences — albeit they may have
particular cultural resonance for some parts of the audience.

Looking by channel, the skew of RTE One Figure 27: Hours of RTE One viewing by age®®

viewing to older audiences was evident across
all genres, but particularly marked in News,
Factual and Entertainment (Figure 27). Taken
together, over-55s’ viewing of these three
genres accounted for more than half of all RTE
One viewing of indigenous programmes in
2017.

57 RTE Annual Report 2017, RTE confidential data return
58 RTE confidential data return, values redacted
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Sport delivered by far the biggest
audiences to RTE2/jr in 2017, although
the Yield analysis shows this came at a
high cost. The viewing of these channels
was more balanced by age than RTE
One’s, partly because of the
predominance of children’s programming
in their schedules, but also in Sport,
Factual and Entertainment output (Figure
28).

Although detailed analysis of acquired
programming was not possible for this
review, we were able to compare the
overall Yield of indigenous and acquired
programming (Figure 29). Overall,
acquired programming, which tends to
be lower cost than original programmes,
delivered almost two-and-a-half times as
much viewing as indigenous
programming, per euro. The difference is
even more stark for RTE One, which has
much less acquired content in its
schedule than RTE2; but what there is
had a Yield of [3<] viewer hours/euro.

Figure 28: Hours of RTE2 viewing by age®
[5<]

Figure 29: RTE TV Yield, indigenous & acquired®
[5<]

Radio Yield is typically much higher than TV’s, reflecting higher

volumes of listening and lower production costs. Unlike on TV, the

two main radio networks achieved roughly similar Yields in 2017

(27.5 hours of listening/euro for Radio 1 and 26.0 hours/euro for

2fm), with lyric fm not far behind (20.2 hours/euro). Raidié na

Gaeltachta (RnaG)’s Yield is much lower (2.9 hours/euro), reflecting

its highly targeted audience.

Differences by age are also marked. RTE 2fm achieved nearly 12

hours of listening amongst 15-34 year olds for every euro spent; it

59 RTE Annual Report 2017, RTE confidential data return, JNLR, values redacted

60 RTE Annual Report 2017, INLR, values redacted
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delivered more consumption amongst this age group than any other

RTE service (Figure 30).

Figure 30: RTE Audience Yield: Radio®

Delivers the following hours of listening:

€1 spent on: All 4-14 15-34 35-54 55+ ABC1 C2DE Men Women
RTE Radio One 275 - | 16 75 EE: o Bl 114 s 4.7
RTE 2fm 260 - s 12701 26 117 3o Bli1.6 R4s
RTE lyric fm pil> - Il 185 69 MMiis lEss B 6ol so 112
RTE RnaG 29 - | 04| o09] 14] 10| 14] 17| 112
RTE Radio One/2FM/Lyric 264 - B 33 s+ Bz Bss 12 B2 3
Universe (000s, July 2017) 4,277 737 1,107 1,307 1,126 1,444 1,864 1,726 1,814

Figure 31 provides more detail on radio
listening by age. Over-55s account for well
over half of all Radio 1 and lyric FM listening,
but only 10% of 2fm listening.

Online analysis

As highlighted earlier, only limited online
analysis has been possible for this review. RTE
changed analytics provider in the period
covered by this review and consequently had
only limited access to data for 2017.

data show  predictable

differences in usage of different services.

Consumption

Figure 31: Hours of RTE radio listening by age®?
Listener hours (m)
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News accounted for the majority of page views on RTE.ie, while the

most frequent genres watched on RTE Player
were Drama and Entertainment.

Although directly comparable Yield analysis
has not been possible for online, we have used
page views per euro as an equivalent metric
for RTE.ie. News and Weather delivers most
consumption, at just under [3<] page views
per euro (Figure 32). Sport is somewhat less
cost-effective, while ‘Other’ content — mainly
Entertainment and Lifestyle — delivered

around [3<] page views per euro.

Note that these online metrics should be

treated with caution. RTE’s accounting

Figure 32: RTE.ie pageviews per euro®

.

AllRTE.ie  NCA/Weather Sport Other

practice is to allocate the bulk of shared costs against first

61 RTE Annual Report 2017, JNLR
62 RTE Annual Report 2017, JNLR
63 RTE confidential data return, values redacted
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transmission — so Newsgathering costs tend to be allocated to
broadcast services rather than online, somewhat flattering the cost-
effectiveness of online News. This may change as the broadcaster
increasingly adopts an ‘Online-first’ strategy for News.

Commercial effectiveness

The preceding analysis identified that RTE delivered [5<] viewer
hours for every euro spent on indigenous TV programmes, and 26
listener hours per euro spent on radio output. But the broadcaster
earned commercial income that recouped some of that cost, in effect
reducing the net cost to licence fee payers of their consumption.

As a result, the yield achieved per euro of licence fee spent is
considerably higher than the yield on total content spend: for TV,
[3<] hours/euro; for radio, 53.4 hours/euro. In other words, [3<] of
RTE TV viewing was funded through commercial income, and 35% of
RTE radio listening.

Looking in more detail at TV spend, commercial income did not
particularly affect the relative cost-effectiveness of different services
or genres in 2017. Entertainment received the biggest benefit of
commercial recoupment, almost doubling its Yield once commercial
funding is taken into account. Drama, conversely, only recouped
about a fifth of its cost.

Questions arising

Audience Yield analysis highlights issues of audience performance
that may inform RTE’s strategy development and target-setting. For
instance, it emphasises the extent to which over-55s are relatively
super-served across a number of services and genres. Given that
every service bar 2fm achieved greater Yield with older than younger
audiences in 2017, should RTE accept some diminution in overall
audience performance in the interest of improving its performance
with younger audiences? And given the challenges of reaching
under-35s and children, what are RTE’s best options for improving
impact with these groups?

Yield analysis also raises related questions of prioritisation, and in
particular the movement of funding between genres and services.
For example, what is the right strategy for RTE2 and RTEjr, given that
they achieved a combined Yield which was less than two-thirds that
of RTE One? The Yield of Young People’s indigenous content was
high, but that was largely because it was so low cost; Young People’s
programming represented less than 10% of indigenous viewing hours
of the combined channels. There are significant distribution costs
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(not included in Yield) associated with running what are effectively
two parallel children’s channels during the day.

The analysis also highlights questions regarding genre spend. For
instance, Sport was the mainstay of RTE2’s viewing of indigenous
output in 2017. But its substantial cost means it delivered a lower
Yield than any other genre bar News. Similarly, indigenous Drama on
RTE One has a lower Yield than any other genre, as a result of its high
cost.

We appreciate that there are questions of value and impact that this

analysis does not address. Some content with relatively low Yield —
such as sport and drama — has disproportionate impact on audiences.
Such content may be considered an essential element of any
universal PSB’s portfolio, and critical in particular to delivering RTE’s
remit to reflect Irish culture and diversity. Looking ahead, it would be
worth considering ways of correlating Yield with other measures of
value and impact, to assess the extent to which these may support
or contradict the strategic considerations discussed here (see
Considerations for the BAI, below).

74 TG4

A transition year

2017 was a transition year for TG4. The twin pole strategy was
introduced, but much of the broadcast programming was
commissioned in 2016. For this reason, 2017 cannot reasonably be
seen as ‘ground zero’ for the twin pole strategy.

Nonetheless, we have adopted the twin pole approach in our
analysis, in order to demonstrate the concept and allow TG4 and the
BAI to assess whether it provides a helpful
way of analysing the channel’s
performance looking forward. In this
approach, programmes are divided into
‘Core Irish Audience Programmes’ and
‘National Audience Programmes’ to
reflect their primary target audience. Of
course, Irish speakers consume National
Audience programmes as well as those
programmes targeted specifically at
them; indeed, TAM data suggest that
National programmes appeal almost as

64 TG4 confidential data return
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much to frequent Irish speakers as to the TG4 audience as a whole,
representing 82% of their viewing of the channel.®

TG4 also operates a panel of Irish language speakers, Fios Fise, which
provides insight on consumption amongst this demographic
(although not to the same level of detail as Nielsen TAM). It was not
possible to generate analysis, including to subgroup level, in the time
available for this review, but this should be more feasible in future.

Consumption

TG4 reached a third of the Irish 4+
population on average, each week of
2017 (Figure 33).5” Reach was as high as
57% for over-55s, but as low as 13% for
children. According to the Fios Fise panel

Figure 34: TG4 viewing by genre®

Viewer hours, m, 2017

of Irish speakers, weekly reach amongst
this group was 90% on average in 2017;

their most-watched genres were News
([3<]) and Drama/Soap ([3<]).

Sport

Amongst those who watched, the
Other

average amount of viewing was [<] _
Children’s

hours per week, of which [3<] hours was ——— Documentaries
. .  News/Current Affairs L IntINews |
to National Audience programmes and

[}(] to Core Irish Audience programmes. Core Audience Programmes National Audience Programmes
Viewing of Core programmes was broadly similar across all
demographic groups, so National programming was the main driver

of variation between them.

National Audience programmes achieved Figure 35: TG4 viewing by subgroups®
just over [<] viewer hours in 2017, m C2DE/F2 ABC1/F1
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34). Sport and International Drama/Film
were the biggest genres — Sport
accounted for [3<] of all TG4 viewing in
2017 ([3<] hours), and Drama/ Film [3<]
([3<] hours).

There were relatively few differences

between the programming poles by - -

audience SUbgrouP (Flgure 35)' Over-55s Core Irish National Core Irish National Core Irish National
accounted for three-fifths of all TG4’s progs  progs  progs  progs  progs  progs

66 TG4 confidential data return, 2017 Performance Statement, values redacted
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viewing; under-35s, including children, represented less than one-
fifth. Viewing skewed slightly male and C2DE.

Audience Yield

Taken as a whole, TG4 delivered on average [3<] viewer hours for
every euro it spent on programming. Note that this figure
incorporates the viewing of the programming provided to TG4 by
RTE, but not any associated cost. National programming delivered a
substantially better Yield than Core output — [3<] hours of
viewing/euro (Figure 36), compared to [3<] hours for Core
programming.

RTE reports the costs of its contribution to TG4 by genre, with News
by far the largest share, although no detail is provided on what the
costs comprise. If we incorporate these costs, based on the figures
RTE reports, TG4’s overall Yield falls to [3<] hours of viewing/ euro,
and that for Core Audience output falls by almost half, to [<]
hours/euro.

National output achieves greater Yield with all audience sub-groups.
The gap was narrowest amongst children, but even here, National
programming delivers more viewing per euro spent than Core
output.

Figure 36: TG4 Audience Yield®
[5<]

National Entertainment appears by far the most effective genre in
terms of Yield (Figure 37), but this represents a very small amount of
spend ([3<]) on a (relatively) large number of hours of licensed
content ([3<]), which were watched by a (relatively) small number of
people (TVR [$<] compared to an average for National programming
[3<]). Of the National genres, Sport delivered the lowest Yield.

Of the Core Audience genres, taking into account only TG4’s own
spend, News appears to deliver greatest Yield ([3<] hours/euro). But
this is misleading, since the vast majority of the cost of TG4’s News is
met by RTE. Once this is taken into account, News appears to deliver

67 Based on the TAM lIreland definition of reach as 1 minute of viewing per week
68 TG4 confidential data return, 2017 Performance Statement, values redacted
62 TG4 confidential data return, 2017 Performance Statement, RTE Annual Report 2017
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the least Yield of the Core Audience genres ([3<] hours/euro, Figure
38).

Figure 37: TG4 Audience Yield by genre (TG4 costs only)”
[5<]

Figure 38: TG4 Audience Yield by genre (including RTE costs)”*
(<]

Commercial effectiveness

Commercial income is far less significant for TG4 than for RTE,
representing just 11% of TG4’s programme spend and 9% of the total
cost of TG4 programming including RTE’s contribution. It delivers a
small premium to Yield, primarily to National Audience output; we
calculate the Yield per euro of public funding for these programmes
to be [3<], a 15% boost.

Questions arising

Yield analysis illuminates the contrast between the audience
performance of Core and National Audience programming. It is
perhaps not surprising that National Audience programming should
perform better, given it targets a wider audience. But given that this
output is also popular with Irish speakers, the core question for TG4's
new strategy is how best to focus Core Audience programme spend
to maximise impact and deliver substantial, distinctive value that
cannot be easily provided by National fare.

This analysis also allows consideration of the relative cost-
effectiveness of different genres, especially taking into account RTE’s
reported costs. Yields for both News and Irish Language Drama/Soap
were low in 2017, and they were particularly cost-ineffective for
under-35s. Given the priority TG4 understandably attaches to
growing impact with younger audiences, this analysis highlights
complex questions about the appropriate genre mix within its Core
Irish Audience programming, considering that Documentaries and

70 TG4 confidential data return, 2017 Performance Statement
71 TG4 confidential data return, 2017 Performance Statement, RTE Annual Report 2017
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Irish Entertainment attracted bigger Yields than News and Drama,
both overall and amongst under-35s.

7.5 Considerations for the BAI

Relevance
So far, we have primarily considered Yield analysis from the
perspective of the broadcasters. But it is also relevant for the
regulator.

In a number of areas, the BAl must advise the Minister or the
broadcasters themselves regarding PSBs’ plans or commitments.
These include, for example, the PSBs’ public service statements,”?
their annual statements of performance commitments (ASPCs),”
proposals to vary the number of television or radio networks they
operate,”* determination of advertising minutage,’® and a number of
other areas less directly related to editorial activity. Yield analysis can
assist the BAI in fulfilment of these duties, by providing greater
insight into the impacts of proposals and a systematic, consistent
framework for their evaluation.

Furthermore, the BAI has a specific statutory duty to review the
adequacy of public funding for the PSBs, both in the annual reviews
of which this is one,”® and in quinquennial reviews.”” These must
assess the extent to which the PSBs have fulfilled their commitments
in respect of their public service objects, and the adequacy of public
funding to enable them to meet those objects. The quinquennial
reviews must also take account of the level of commercial funding
available to the broadcasters and their current public service
statements.

It seems logical, and certainly consistent with the approach taken by
the BAI in the most recent review, that any review of the ‘adequacy’
of public funding requires understanding of the trade-offs faced by
the broadcasters in making strategic and editorial decisions, and in
determining how best to achieve their public service objects. Yield
analysis can add to this understanding, even though it does not
provide measures of delivery against all the broadcasters’ objects. It
provides a detailed picture of the challenges the broadcasters face,
and how audience and financial performance may be affected by

72 Broadcasting Act 2009, s101(3)
73 |bid s102(3)
74 |bid. s103(4)
75 |bid. s106(3)
76 |bid. s124(2)
77 |bid. s124(8)
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alternative options under consideration — including, for example,
choices that may reduce consumption by some audiences while
increasing others’, or that trade off popular programming for
programming that may deliver smaller audiences but deliver greater
public service value. However, it should not be seen as the sole driver
of decision-making or a tool for forecasting audience performance,
for reasons discussed above.

Annual Statements of Performance Commitments

It is beyond the scope of this report to consider how Yield could
support all the regulatory duties and tasks mentioned above, but it
may be helpful to consider how it could contribute to the annual
commitments and review process of which this report is part. We
make four observations.

First, the Yield framework will clearly not replace all or even most of
the broadcasters’ current commitments. Both TG4 and RTE have a
range of commitments not directly related to consumption (for
example, regarding content spend and commissioning strategy,
partnerships, public perceptions, audience satisfaction, efficiency
and so on) which we expect to persist.

Secondly, however, the broadcasters and the BAI may wish to
consider whether metrics related to Yield could provide a consistent
approach to measuring performance against those commitments
that do relate to consumption. Both broadcasters use a range of
consumption metrics at present, including share and reach, but these
have limitations, as we have highlighted in this report: headline share
and reach can conceal very different consumption patterns amongst
different audiences, and TV share in particular is of questionable
value as a measure of success at a time when overall TV watching is
declining. Time spent might provide a more insightful alternative.

Third, Yield may support a clearer focus on specific audiences and
areas of relatively weaker performance. We acknowledge that RTE
and TG4 already have targets for reach amongst younger audiences,
and both broadcasters set targets for digital performance which are
likely to require greater under-35s’ consumption. But neither
broadcaster currently tracks and targets amount or frequency of
consumption by younger audiences. As we have noted in this report,
this may be a gap, given the vital need for stronger relationships with
younger audiences in an intensely competitive media environment.

Finally, care will need to be taken in the ASPCs not to lock the
broadcasters into an inflexible framework, tied to specific metrics
that may lose relevance over time. The BAl may wish to take a multi-
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year approach, identifying high-level metrics to track over time via
the ASPCs (e.g. overall time spent by different age groups) while
leaving the broadcasters flexibility to decide how best to make
progress on those metrics year-to-year. This might involve the
broadcasters setting more specific internal targets by service or
genres, but it may not be appropriate or necessary for these to be
reported to the regulator.

7.6 Developing the approach

Cross-platform performance
If the broadcasters and the BAI wish to develop this approach

further, integration of online data will be a priority. We understand
that RTE will be able to generate richer online data for subsequent
years, via its new analytics provider. TG4 also has data on time spent
with its online services, although not broken down by demographics.

However, whether it would be meaningful to calculate a single cross-
platform Yield measure is unclear. We noted above the flaws in
comparisons between TV and radio resulting from their time spent
and cost differentials, and the disadvantages of using time spent as
an online consumption metric.

Developing a cross-platform view may require new research, or a
different approach to existing research. The ideal scenario, perhaps,
would be for the broadcasters to maintain diary-based surveys of
their audiences to generate robust cross-platform consumption
data, to supplement existing platform-specific tools such as Nielsen
TAM and JNLR. However, this would be expensive. We note that both
RTE and TG4 commission brand and reputation surveys which
provide some cross-platform insight, which we have drawn on for
this report.

Correlation with other indicators
Both broadcasters track performance against measures of value (e.g.

satisfaction, appreciation and trust ratings) and impact (e.g. about
contribution to national debate, being an important part of Irish life,
reflecting Irish cultures and so on).

The broadcasters may be able to assess the extent to which these
indicators correlate with volume of consumption, via the brand and
reputation surveys mentioned above. This would help illuminate
whether increasing time spent and Yield would equate to fulfilment
of the wider purposes of public service broadcasting — or whether to
some extent these cut against each other, and must be traded off.
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RTE tracks audience perceptions of the licence fee in various ways.
We understand that attitudes towards the licence fee may be driven
by factors outside RTE’s control, or, indeed, that are not really to do
with the licence fee at all. Nonetheless, the extent to which the
licence fee is seen as a ‘fair bargain’, as opposed to simply another
tax, seems a particularly significant indicator of support for the PSB
— especially if consumption declines as competition continues to
intensify. If, as seems likely, the amount of time audiences consume
RTE correlates with support for the licence fee, this makes the
challenge of protecting and, where possible, growing impact with
younger audiences all the more urgent.

Broadcaster ownership
This prototype study has been, in effect, co-produced by the

broadcasters and ourselves as the BAI’s consultants. Much of the
underlying data was provided by the PSBs while we provided the
analysis.

Looking ahead, the BAlI may wish to consider the right division of
labour between the stakeholders in this process. RTE is already
moving to develop its own framework to support decision-making on
future content and service investments, which may support much of
the analysis provided in this prototype. We recommend, in light of
the preceding discussion about further development and application
of the yield approach, that the broadcasters should take the primary
role in carrying out and enhancing the analysis, using it to inform
their strategy statements and commitments. Assuming the BAI finds
the audience vyield approach valuable, the broadcasters should
provide their analysis to the BAI (in a format to be agreed). The BAI
could then interpret and verify the outputs.

Additional data
As well as the integration of online data, we would recommend that

any similar exercises in future also incorporate data on viewing of
RTE’s acquired programmes; and consider the scope for further
integration of Fios Fise insight for TG4 and RnaG.

We note RTE is introducing additional accounting protocols that will
help it, if desired, to allocate indirect content-related costs (such as
channel and commissioning management, production support and
so on) and non-content costs (such as overheads and distribution) to
programming.
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7.7 Conclusions

We believe this prototype, although limited in its scope and in some
respects by data, shows the value of Yield as a means of
understanding the PSBs’ performance and strategic tradeoffs. In
creating a consistent framework that allows comparison between
services, audiences and genres, it provides the PSBs with means of
assessing the cost-effectiveness of different activities; identifying
audiences that are being super-served, and areas of relative
weakness; and informing difficult decisions about the allocation of
scarce resources.

For the BAI, Yield provides insight into the challenges and strategic
trade-offs faced by the broadcasters, that should further enhance its
ability to respond to broadcasters’ proposals and to advise the
Minister and support it in fulfilling its statutory responsibilities.

Yield should not, in our view, give rise to additional performance
targets or highly detailed regulated objectives. But in incorporating
both measures of time spent with the broadcasters and financial
considerations, we believe it provides an overarching approach to
assessment that complements, and possibly provides alternatives to,
metrics like share and reach.
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8 Conclusions & Recommendations

8.1 Conclusions re TG4
In its 2016 review, Indecon concluded re TG4:

“TG4 met or substantially met the commitments set out for
2016. However, a number of the detailed targets were not
achieved. TG4 had a positive year increasing commercial
revenue, supporting the independent production sector, and
reversing the decline in its audience share. There are,
however, major challenges facing TG4 and, in particular, the
fact that the targets set for engagement with children and
youth audiences in terms of broadcast reach were not
achieved.”

Our conclusions for 2017 are virtually identical. If anything, the
challenge with younger audiences has become more acute. We also
note the decline in national player streams.

8.2 Recommendations re TG4

Our recommendations are as follows:

Performance commitments

TG4 could significantly simplify its performance commitments, and
we understand that it is doing just this for its 2019 ASPC. In a
resource-constrained and challenging environment, focus is vital. A
very long list of commitments and targets can obscure what is most
critical and creates an unnecessary administrative burden.

Nature of targets

TG4 sets a target for national share. TG4 may wish to consider
whether this is the right ‘star to navigate by’. The bulk of TV watching
is by older audiences, and hence the easiest way to meet a national
share target is to provide programmes that appeal to this age group.
However, like other PSBs, TG4 is already super-serving this group,
while losing contact with other audiences. Further, share is a slippery
metric when overall viewing is falling. A broadcaster could have
steady share, but nonetheless be gradually losing its connection with
audiences.

Replacing overall share with a target for (say) TVR or hours of viewing
of those aged 15-54 may be better for TG4’s long term future, even
if it somewhat reduces satisfaction amongst older audiences.
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Reach should be defined in terms of a meaningful volume of weekly
consumption, in preference to TAM’s standard definition of one
minute per week. Another approach would be to define a metric for
‘loyalty’ — based on, for example, data on the number of times
audiences come to the channel or online services each week, or the
proportion of the audience that watches more than a certain amount
each week — and seek to rebalance the ‘loyal’ audience to include
more younger people.

RTE relationship

The arrangement by which RTE provides certain content to TG4 is, to
say the least, awkward. RTE has little incentive to spend on these
hours; TG4 has only limited control of the content it receives; and
more generally it limits TG4's flexibility with resource allocation. This
substantial in-kind contribution also obscures TG4’s performance,
since there is not a clean link between its spend and its consumption.
Finally, by being anchored in ‘programme material,’ the requirement
locks in a focus on TV.

We recognise that this arrangement is established by the
Broadcasting Act. However, the BAI in conjunction with the
broadcasters may wish to explore whether it could usefully be
streamlined.

Audience yield

While the twin pole strategy was not in place at the time much of
TG4’s 2017 schedule was commissioned, the yield analysis highlights
the core challenge the new strategy faces: how to optimise Core Irish
Audience programming to deliver substantial distinctive value, given
that National output is more cost-effective and accounts for most
viewing, even amongst Irish speakers? Yields for Irish language news
and drama are low, taking RTE’s costs into account — and yet these
must lie at the heart of any Irish language PSB strategy.

As the new strategy beds down TG4 should anticipate improvements
in the yield of these genres, and amongst younger audiences,
preferably without unduly sacrificing overall reach and consumption.

Because of the limitations of TAM as a way of analysing viewing
amongst relatively niche audiences, we suggest that yield analysis
should be complemented by analysis of viewing amongst the regular
Irish speaking audience, as provided by the Fios Fise panel.

Funding
We do not consider that there have been changes material enough
to warrant the Authority revising its opinion from the Five-Year
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Review on the appropriate level of funding for TG4. The Authority
recommended an increment of €6m, which continues to be
‘outstanding’.

8.3 Conclusions re RTE

While RTE arguably performed better against its targets than did
TG4, in part this was because it began with less demanding targets.
In practice, many of the same issues applied, with RTE seeing drops
in consumption by younger audiences and a decline in Player
streams.

Also concerning is RTE’s financial position. Setting aside exceptional
items, RTE ran at an operating loss again in 2017, and budgeted for
an even greater loss in 2018. Its operating costs reflect those in its
‘preferred’ plan for the Five-Year Review. RTE is effectively operating
as if its requested funding had been received, though of course it has
received only a small part of its request and has no certainty of more.

8.4 Recommendations re RTE

Performance commitments

RTE’s move to simpler performance commitments with cross-media
targets for 2018 is welcome. Also welcome is that it has set itself a
relatively more challenging target for those aged 18-34: a cross-
media reach of [3<]%. However, this target does not go to depth of
relationship, and RTE may wish to consider an additional ‘time spent’
or loyalty target focused on this age group, to ensure it doesn’t have
a wide but shallow engagement with them.

Nature of targets

As with TG4, RTE may wish to consider whether overall share targets
(for both TV and radio) are appropriate, or whether they risk creating
incentives to super-serve the audiences they find easiest to attract,
at the expense of harder-to-reach groups.

Funding

There have not been material changes that would argue for the
Authority reducing its funding recommendation for RTE (if anything,
the reverse). Of this recommendation, €21.4m is outstanding.

Ongoing deficits

RTE has a long history of running deficits, which continued in 2017
and in the targets for 2018. Other than its funding requests being
met in full, it does not appear to have a plan for returning to surplus.
Clearly RTE faces a challenging situation, with a pressing need to
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adapt to a changing media environment while also facing funding
challenges. However, a situation where RTE continues to run deficits
(with the implicit backing of the Government behind them), carries
risk, both for RTE and the BAI. Ultimately, policy makers must fund
RTE to meet its current needs or accept (and indeed require) that it
cut its spend to meet its current funding.

Audience yield

Yield analysis emphasises the extent to which RTE risks super-serving
older audiences: every broadcast service bar RTE2fm achieved
greater yield amongst over 55s than under 35s in 2017. Given limited
budgets, action to improve yield amongst younger audiences is
highly likely to reduce consumption amongst older audiences, as RTE
has implicitly recognised in setting targets for 2018.

Sport is a mainstay of RTE2 viewing, but its high cost, and lower levels
of interest in some events, mean it was not particularly efficient,
even as a way of bringing in younger and male viewers, in 2017. The
same is true of Indigenous Drama on RTE One. Both these genres are
at the core of RTE’s public service contribution and important
reflections of Ireland’s cultural identity, but they do not deliver big
audiences relative to their cost.

Looking ahead, the integration of online data and the development
of cross-platform metrics should be a priority for any further
development of yield analysis.

8.5 Conclusions re the Annual Review process

Financial reviews

The Broadcasting Act requires that the Annual Review assess “the
adequacy or otherwise of public funding to enable the corporation[s]
to meet [their] public service objects”.

However, we believe that the ‘weight’ of such an assessment need
not be the same each year. For the Five Year Review, we undertook
a full review based on detailed analysis of the PSBs’ accounts; their
proposed strategy; and their forecast financials. This was a
substantial exercise, not least for the PSBs.

As we have set out, we did not believe it was appropriate to repeat
such an exercise so soon, and instead took a triangulation approach
for this review. However, this leaves open the question of how heavy
future reviews should be (prior to the next Five Year Review).

Every review can and should take a retrospective view, looking at the
latest PSB accounts, considering whether the PSBs are operating
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efficiently (in a cost sense) and whether funding appears to have
been adequate. Such a retrospective view puts a relatively low
burden on the PSBs.

However, we suggest that a prospective view, based on forecasts
created by the PSBs, may not be necessary every year. One possibility
would be to add a prospective element only in the third year of the
cycle (with years one, two and four after the Five Year Review based
on triangulation). Alternatively, the default for annual reviews could
be ‘retrospective only’, but with both the BAI and the PSBs able to
specify a full review including forecasts if they felt market or other
developments warranted it.

Audience yield

Yield analysis originated in the recommendation, in the most recent
five-year review of public funding for public service broadcasting,
that the broadcasters develop a ‘strategic prioritisation’ framework
to help them set priorities and reallocate budgets in an increasingly
competitive and dynamic media environment. The review also
suggested that such a framework could help the BAI assess the
efficiency of the broadcasters’ content choices and ensure that any
additional funding is well spent.

We suggest that the prototype prepared for this review
demonstrates that a framework based on audience yield can achieve
both these goals. From the broadcasters’ perspective, vyield
illuminates trade-offs between alternative uses of content budgets.
Indeed RTE is already developing its own, similar approach. And it
helps the BAI verify that the broadcasters are prioritising services
that efficiently convert content spend into viewing (particularly by
less well served audiences); and also that they are making the most
of commercial opportunities. Looking ahead, yield complements the
move to fewer performance commitments, reducing the regulatory
burden and promoting focus on the key priorities.

However, yield is only one part of the performance picture. Other
objectives, including statutory requirements to provide certain types
of programming and service, may require the broadcasters to make
decisions that do not maximise yield. Indeed overall yield may
decline as broadcasters reduce spend on services that super-serve
older audiences in the interests of strengthening their offer for hard-
to-reach younger demographics.

For this reason, we do not recommend that the broadcasters set
targets for overall yield. We recommend they use:
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e volume of consumption targets (e.g. TVR or viewing time),
particularly for younger audiences or priority services or
genres; these should replace share as a performance
measure

¢ ‘meaningful reach’ or loyalty targets (i.e. substantially more
than one minute’s consumption per week, or frequent
consumption).

These will tend to increase yield of priority services and amongst
priority audiences, but may not increase overall yield.

Further development of yield analysis should be considered by the
broadcasters and the BAI, including:

e Correlation with other measures of public value, including
(for example), overall satisfaction with the broadcasters,
trust, appreciation and/or support for the licence fee; and
measures of impact, such as contribution to national debate,
being an important part of Irish life, reflecting Irish cultures
and so on

e Benchmarking performance against this year’s review,
anticipating improvements in vyield amongst priority
audiences (note that improvements may develop gradually,
given the long lead times between changes in service
strategy, commissioning, and audience behaviours and
attitudes.)

e Integration of online data, including consideration of time
spent with, and frequency of use of, online services as
relevant consumption measures

We recommend that the broadcasters take the lead in taking the
yield analysis further (as RTE already is), since its primary application
should be to support their own reprioritisation decisions. However,
further development should be done in consultation with the BAI,
including agreeing an approach to reporting it as part of the annual
review process, to ensure it can help the BAI fulfil its own statutory
duty to assess the adequacy of public funding by ensuring that
funding is being used efficiently.
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Annex. Audience Yield method

A.1 RTE

TV
Data were gathered on RTE One, RTE One+1, RTE2 and RTEjr.

Broadcast hours data (by genre, indigenous and acquired, peak and
all-day) were provided by RTE.

Programme cost data were taken from RTE’s 2017 Annual Report
(p126). RTE confirmed to us that programmes are expensed at the
point of broadcast, not commissioning, and that there is no
amortisation for repeats for indigenous programming.

RTE (and TG4) benefit from programmes which are part-funded by
Sound & Vision; this funding does not show up in RTE’s published
accounts and is not included in our analysis. Consequently, some
programming appears cheaper, and therefore achieves a higher
Yield, than it would do if the total cost of production were taken into
account. Commercial surplus (which is not broken down below
service level in RTE’s accounts), was allocated to genres in proportion
to hours of viewing of each genre. The cost of programmes provided
to TG4 are excluded from this analysis.

For viewing data, RTE provided average audiences for indigenous
programmes by genre, and all-year share and average audience for
each of its channels as a whole. These data include live and 7-day
catch-up viewing on TV sets, sourced from Nielsen TAM.”® Average
weekly hours of viewing per capita for each channel were calculated
as total viewing hours divided by the total viewing population as
reported by TAM.

It has therefore been possible to calculate Yield by genre for
indigenous programmes, but not for acquired programmes. We have
been able to calculate the overall Yield for acquired programmes, for
the total audience and for different age groups.

Cost and viewing data for RTE2 and RTEjr were combined, to reflect
the significant overlap in their programming for children. Most of the
charts in Section 6 show the combined channels, but we have

78 We note that viewing hours as measured by TAM may not exactly match to broadcast hours data published by RTE; but
after discussion with RTE understand that the differences are relatively small and that this is an appropriate basis for the
Yield calculations
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identified relevant differences between them in the accompanying
text.

We also reviewed satisfaction and trust ratings data provided by RTE
from its Brand and Reputation Tracker survey, as context for the Yield
analysis.

Radio
Broadcast hours for each network were provided by RTE.

Total programme cost and commercial surplus by network were
taken from RTE’s 2017 Annual Report (p126).

Total hours of listening, by network and demographic, were sourced
from JNLR. Average weekly hours of listening per capita were
calculated as total listening hours divided by the total listening
population as reported by JNLR.

Online
Online costs are also provided in RTE’s Annual Report. We excluded

‘non-broadcast output costs’ from our analysis, based on advice from
RTE that these primarily comprise costs of product development,
promotion and delivery. We allocated acquired content costs (which
are less than 10% of online content costs) to genres in the same
proportion as indigenous content costs.

As emphasised in our report, access to historic 2017 online
consumption data was limited by a change in RTE’s analytics supplier.
RTE provided data on average weekly unique browsers for RTE.ie and
RNN; average weekly pageviews for RTE.ie; and average weekly
number and duration of RTE Player streams, by genre and by device.

This data allowed us to calculate pageviews per euro for RTE.ie, and
we were also able to allocate RTE Player viewing to broadcast
viewing hours to derive total yield for TV content.

A2 TG4

Broadcast hours and spend by genre were sourced by
Communications Chambers from TG4’s 2017 Performance
Statement. Viewing data was sourced by TG4 from Nielsen TAM. We
developed a consistent set of genres and where necessary combined
genres and allocated some programming between genres in order to
apply these genre categories across all data sources.

Unlike RTE, TG4 programme costs are expensed at the point of
commissioning. Its Performance Statement therefore includes costs
of the programmes paid for in 2017, not those broadcast in 2017.
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TG4 have confirmed that these numbers do not differ significantly by
genre, and it is introducing systems that will enable it to report on
spend on broadcast programmes, starting during the course of 2018.

In addition to using Nielsen TAM for viewing data, TG4 also operates
a panel of Irish language speakers, Fios Fise, which provides insight
on consumption amongst this demographic. We have included some
headlines from this study; it was not possible to generate analysis at
subgroup level in the time available for this review, but this should
be possible in future.

Nielsen TAM does not provide genre-based analysis for TG4.
Therefore, genre analysis had to be generated manually by TG4. The
analysis in this report is based on a sample of 12 weeks’ output. It
would be impractical to do this for a whole year’s worth of
programming. However, note that these weeks may not be fully
representative of the broadcast schedule for the entire year.
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