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Executive Summary
Introduction and Terms of Reference

This report is prepared by Indecon International Economic Consultants on behalf of the Department of Communications, Energy and Natural Resources (the ‘Department’) and concerns the RTÉ Licence Fee Adjustment Review 2006.

In December 2002, the Government decided that annual adjustments to the TV Licence Fee will be based on the consumer price index (CPI), with an adjustment for the extent to which RTÉ’s programme Output Commitments were achieved (during the previous year) and the degree to which an effective Change Management programme has been implemented within the organisation.  The 2006 Review is the fourth such study that has been independently carried out on behalf of the Department.
The Terms of Reference of the 2006 Review are as follows:

· Review of Output Commitments;

· Compare the actual programming outputs to the planned programming by genre, channel, source, etc.;

· Comment on the ‘reasonableness’ of the objectives in terms of programme outputs;

· Review the Financial Results of the Integrated Business Divisions (IBDs) (within RTÉ) relative to the 2006 budget;

· Comment on the extent to which Greater Openness, Transparency and Accountability are being progressed.

· Review of Progress in Change Programme;

· Examine the extent of progress made by RTÉ in relation to restructuring and implementing its Change Management Programme, and comment on RTÉ’s ability to drive through effective and appropriate organisational change on a sustained basis

· Output Commitments for 2006;

· To establish and review the output assumptions and Change Management programmes associated with any CPI increase for 2006.

As in 2005 Review, which Indecon also independently carried out on behalf of the Department, the Department requested that the 2006 Review focus on the ‘reasonableness’ of the Output Commitments and undertake an analysis regarding the financial management of the commitments and the extent to which RTÉ is focused on achieving cost efficiency and delivering greater value for money.
Economic Context of Public Service Broadcasting
Public service broadcasting (PSB) was pioneered in the UK by the British Broadcasting Corporation (BBC), focusing on the provision of “sound and television programmes of information, education and entertainment”.  PSB organisations are generally characterised by universality of service provision, promotion of variety and diversity, providing programmes that educate and inform and which cater for minorities.  Public funding effectively allows a PSB organisation to cross-subsidise those programme genres which are be unlikely – in whole or in part – to be provided by purely commercial broadcasters.  

As digital broadcasting becomes the norm, there will be a rapid expansion of opportunities for new commercial operators, including those with comparatively few resources.  It is possible that the apparent expansion of choice will (paradoxically) be accompanied by a concentration by commercial broadcasters on genres most likely to maximise revenues.  This dynamic may make the public service model even more important in maintaining the broadest range of choice in programme types, together with the ability to sustain innovation and quality.  It is therefore likely that PSB programming will become more important in the maintenance of choice and quality in the future.

To achieve the objectives of PSB, public sector broadcasters obtain government/public funding.  It is generally accepted that otherwise the market may ‘fail’ to provide informative, objective or educational programmes. 
An important aspect of the present exercise is the rapidly changing nature of the broadcasting environment in which RTÉ operates.  Viewers and listeners today have a wide choice of competing providers and the changing landscape necessitates greater focus by RTÉ on openness, transparency and accountability so that it can be shown that the Licence Fee payers are getting greater value for money. 
RTÉ’s broadly based PSB remit provides that RTÉ’s programme schedules should ‘entertain, inform and educate’.  This overall vision has been expanded upon by RTÉ and comprises three high-level goals, namely: connecting with all its audiences, providing value for money services (including cost efficiency) and being Ireland’s premier, independent provider of home and international news and current affairs.  A central part of RTÉ’s PSB remit is the provision of home/indigenous programming (i.e. programming with a distinctly Irish feel and/or relating to Irish issues, in the past as well as presently).  In its Strategic Corporate Plan 2006-2010, RTÉ outlined the specific measures that it will take to fulfil its PSB goals and objectives.  These are considered in this report in the context of the organisation’s activities and financial performance in 2006.

International Context

To provide an international context to the review exercise, we have undertaken a preliminary comparison of RTÉ’s activities with those of PSB organisations in other countries along a number of key dimensions, including digital broadcasting (television and radio), exploitation of new technologies, relative staff numbers and market share performance, inter alia.

The comparisons between RTÉ and the PSB organisations in the other countries do not constitute a formal or detailed benchmarking exercise, and so should not be interpreted as such.  Overall, the comparisons suggest that RTÉ’s activities as a PSB organisation are broadly comparable with its counterparts in other countries although it is evident that Ireland is not as advanced in some key areas.

The following results of the international comparison are noteworthy:

· Despite significant strides, Ireland is somewhat behind in terms of implementing Digital Terrestrial Television (DTT) (‘trial status’) – four of the seven countries/PSBs we have considered have already commenced DTT (The Netherlands, Belgium (Flemish), Belgium (French) and Switzerland); Austria has committed itself to a start date (2007) while Portugal has not commenced DTT; Indecon accepts that RTÉ’ does not act alone in relation to policy in DIT.
· A similar picture emerges in respect of Digital Audio Broadcasting (DAB) (digital radio), where  DAB is on trial in Ireland although Indecon accepts RTÉ’s view that there may not be the same urgency for DIT;

· Most of the other PSB organisations that we have considered do not have a publishing arm and in this regard the popularity and success of the RTÉ Guide is notable;

· RTÉ is in line with the other countries considered in terms of usage of internet (live-streaming), podcasting technology and programmes developed specifically for online broadcast;

· In terms of the number of staff per million of population, Ireland has the third highest number of the countries considered: c. 480 after Switzerland (c. 730) and Finland (c. 650), and c. 420 in the case of the UK/BBC (there may be distortionary factors in the case of Switzerland, which has three PSBs for the three language traditions in that country). RTÉ do not believe headcount per million population is a good benchmark.  Indecon agrees there are deficiencies in this benchmark and would be supportive of RTÉ  developing more refined benchmarks.  Ireland of course operates with two language traditions;
· In terms of the contribution of public funding to total income, Ireland/RTÉ has a relatively low figure, with the Licence Fee accounting for less than half of annual revenue. However, this is influenced by the significant market share held by RTÉ and the strengths of its advertising revenues;

· In terms of market share performance, the position of RTÉ Television, and of RTÉ One in particular, compare well vis-à-vis that in the other countries considered;

· Preliminary econometric analysis that we have carried out suggests that those PSB broadcasters that receive a relatively large proportion of their total income from public sources/government have a lower television market share on average;

· RTÉ’s market share in radio is less robust compared with its television market share (in an international context).  This in part reflects the competitive context and RTÉ services compete with over 30 other licences at National or local level.
While there are limits to any cross-country analysis, we believe that RTÉ should, on an on-going basis, undertake a more detailed benchmarking exercise (whilst accepting that there are differences in countries and among PSB organisations). 

Review of RTÉ’s Corporate Commitments 2005

RTÉ’s Statement of Commitments 2005 contains a series of high level Corporate Commitments that are related (directly or indirectly) to its other, more specific pledges, including the commitments relating to Greater Openness, Transparency and Accountability and Change Management as well as RTÉ’s Output Commitments.

Our overall assessment is that RTÉ has made satisfactory progress in fulfilling the twelve Corporate Commitments and that 2006 has been a successful year for the organisation. 

RTÉ has broadly succeeded in implementing the second year of its Guiding Principles – Implementing the Public Service Broadcasting Charter document, where key actions by the following four IBDs have included the following.

1. RTÉ News and Current Affairs: maintaining and developing its high quality journalism and current affairs production independent of outside interests – particular highlights in 2006 have included continued broadcasting of high quality analytic investigative current affairs programming, special event coverage of major national occasions and the introduction of significant technological change in terms of editing and computer systems.

2. RTÉ Television: maintaining its position as Ireland’s leading broadcaster of television programmes while continuing to fulfil its strong public service remit – as per our review of Output Commitments, RTÉ has broadcast a number of award-winning programmes in 2006 and its national peak-time share of audience (adults aged 15 years and above) increased slightly in 2006.

3. RTÉ Radio: continuing to set high the standard for excellence in Irish radio and serve the listener – in 2006 RTÉ’s National Listenership Share declined. Trails of digital audio broadcasting and a more sophisticated audience measurement system began.

4. RTÉ Publishing: providing RTÉ content in electronic, digital, telephonic and print formats – during the year, RTÉ has maintained the position of the RTÉ Guide as Ireland’s biggest selling weekly magazine and introduced Podcasting services in both Video and Audio formats

Areas where further work into 2007 will be likely to be required include: ensuring that RTÉ adapts as necessary to meet new requirements taking effect under recently enacted disability legislation (including catering for people with hearing difficulties); RTÉ being in a position to meet fully all of the requirements of the Official Language Act; and facilitating the work of the Department in the development of a new legislative framework for RTÉ and other Irish regulated broadcasters.

Other key actions in the forthcoming year and into 2008 include:

· Implementation of digital television and radio broadcasting;

· Interacting with, and learning from, with other broadcasting organisations (both EU and non-EU), which we believe will aid in benchmarking and adoption of sound practices within RTÉ as a way of further improving its performance.

Review of RTÉ Output Commitments 2006

RTÉ Television
RTÉ’s television commitments are made with respect to indigenous programming output and the first graph below indicates that RTÉ has exceeded its 2006 Output Commitments in respect of Television at peak-time (6pm-11.29pm) by 1.2%.  However, this overall position masks variation among the genres on which RTÉ’s television Output Commitments are made.  In particular, whilst the targets in respect of the Factual genre were well-exceeded by 9.1%, the target for Drama was exceeded by 1.6% and those for Entertainment and Music and for News and Current Affairs were not met.  Compared with the previous two years (2004 and 2005), RTÉ’s performance in terms of exceeding its peak-time television targets was generally more modest in 2006.
Percentage Differences between Actual and Target Hours for RTÉ One Television by Genre at Peak-Time 2002-2006
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Source: Indecon analysis based on RTÉ data.

The next graph below illustrates RTÉ’s television performance in respect of RTÉ Two at peak-time.  The most striking feature of the 2006 data is the very considerable level of target hours that RTÉ set for itself in terms of Drama on this channel: 138 hours compared with 20 targeted hours in 2005.  RTÉ managed to broadcast 55 hours of Drama on RTÉ Two, leaving a gap with targeted hours of over 60%.  Overall, the shortfall in actual hours on this channel at peak-time was 13.3% compared with excesses over target of 52.3% and 33.5% in 2004 and 2005 respectively.
 Percentage Differences between Actual and Target Hours for RTÉ Two Television by Genre at Peak-Time 2002-2006
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Source: Indecon analysis based on RTÉ data.

As regards all-day programming on RTÉ One and Two, the next graph shows that RTÉ exceeded its Output Commitments in 2006 in all genres over which its all-day targets are made (Young Peoples’, Sport and News and Current Affairs plus Subtitling as well as Total hours).  The 2006 target for all categories, except subtitling, were set below the level of actual hours achieved in 2005.  The large increase in the number of hours of subtitling in 2006 was a very positive outcome in terms of RTÉ Television catering for those hard of hearing.
Percentage Differences between Actual and Target Hours for RTÉ One and RTÉ Two Television by Genre All-Day 2004-2006
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Source: Indecon analysis based on RTÉ data.

We have also undertaken an analysis of specific television programme commitments made by RTÉ at peak-time and all-day on RTÉ One and RTÉ Two.  This indicates that the majority of commitments were classified by RTÉ as “target achieved”.

We have also considered sports coverage on RTÉ Television.  Soccer continues to be the largest area covered by RTÉ.  However, much of RTÉ’s soccer coverage relates to ‘overseas’ or international football, including the English Premiership and the European Champions League competitions – only a very small proportion of overall sports coverage (c. 2%) is devoted to the eircom League and FAI Cup competitions.  The next biggest sporting category covered by RTÉ is GAA and there was a small decline in the total number of hours broadcast in 2006 although we do not consider that this is significant.  Along with rugby and horse racing, these are the focus of RTÉ’s sports coverage on television, although it is notable that athletics and the category ‘other minority sports’ increased in terms of actual hours in 2006.  This positive aspect of RTÉ Television points to an appreciable degree of flexibility in its sporting output – which serves to help in sports that may attract a sudden attention (e.g. the success of Derval O’Rouke in running).  
The pattern of indigenous to acquired content (i.e. purchased content, e.g. Friends) on RTÉ Television at the key peak-time slot is in line with RTÉ’s objective of growing its share of indigenous programming, as the next graph below illustrates.  As at the end of 2006, indigenous hours accounted for approximately 58% of all hours broadcast on both television channels at peak-time and acquired hours accounted for about 42% of all such hours.  Noteworthy is the extent to which indigenous hours have grown and acquired hours have fallen over the period – on a compound annual growth rate (CAGR) basis, total indigenous hours grew by 5% during 2002-2006, while total acquired hours fell by the same rate.  

This trend is consistent with RTÉ’s PSB remit and indeed with its competitive positioning vis-à-vis its rival stations in the Irish television environment.
Shares of Indigenous and Acquired Hours on RTÉ One & RTÉ Two Television at Peak-Time 2002-2006

[image: image5.emf]38

43

48

53

58

2002 2003 2004 2005 2006

% Share

Indigenous Share of Total Hours at Peak-Time: RTÉ One & RTÉ Two (%)

Acquired Share of Total Hours at Peak-Time: RTÉ One & RTÉ Two (%)


Source: Indecon analysis based on RTÉ data.

As set out its Guiding Principles document, and as a central part of its Corporate Commitments in 2005, RTÉ has the aim of maintaining its position as Ireland’s premier television broadcaster whilst fulfilling its PSB mandate.  As part of our appraisal of output performance in this respect, we have examined RTÉ Television’s and its main competitors’ national individual channel shares at peak-time. 
Peak-time is where most of RTÉ’s home-produced content is scheduled and the next graph below shows that the trend in audience share at peak-time has been upward for RTÉ Two but marginally downward for RTÉ One Television.  It is also seen from the graph that TV3’s share has fallen and there has been a decline in the market share of the UK terrestrials.  The biggest gains continue to be made in the ‘others’ category, which comprises (satellite and cable channels): while each individual satellite or cable channel may have a small viewer attraction, cumulatively, as a package of a large and diverse range of channels, they appear to provide the strongest competitive challenge for RTÉ.  

RTÉ’s competitive strategy of focusing on high quality indigenous programming and its scheduling system appear to be helping RTÉ to maintain and improve its share of the Irish television market.
 National Individual Peak-Time Share Channel Shares in Ireland 2003-2006
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Source: AGB Nielson Media Research (as provided in RTÉ Annual Report 2006, p. 7).

We have also reviewed a significant amount of qualitative information showing that RTÉ Television has achieved much in programming terms during the year, including the provision of high quality and award-winning programmes, and that RTÉ Television is also catering for minority interests in a number of fields.  

However, no independent market research on audience perceptions of quality or changes in quality is published by RTÉ on a systematic basis (in its Annual Report or on its extensive website).  These comments recognise the value of the Audience Council’s communiqués, which are publicly available on RTÉ’s website.  However, these do not contain any survey-based market research results. We understand that an internet survey initiative is underway.

RTÉ Radio

RTÉ Radio’s Output Commitments are structured in a similar way to its Television Commitments and so the methodology applied above is amenable to appraising the Output Commitments for RTÉ Radio in 2006.  A small difference is that the Radio Commitments contain non-hours as well as hours targets, which are also incorporated into our analysis.  A comparison with previous years is not possible in the case of RTÉ Radio 1 as the headings under which programmes are categorised have changed in 2006.

According to RTÉ the combined total of home produced content for RTÉ Radio 1, RTÉ 2fm, RTÉ lyric fm and RTÉ Radio na Gaeltachta is approximately 35,000 hours per year.  Rather than making exhaustive reference to all of home produced broadcast hours, the Output Commitments for RTÉ Radio are made with respect a small selection of programmes of particular importance to it PSB remit.

According to the figures we have examined, RTÉ Radio 1 will achieve all of its broadcasting hours commitments except the commitment for the News and Current Affairs genre.  As this genre accounts for the majority of the committed hours, missing this target resulted in the total target hours being missed by a very small percentage.   
RTÉ 2fm is self-financing and does not receive any Licence Fee funding.  In 2006, RTÉ met or exceeded all its targets for hours in all categories excepts News and Current affairs where it missed its target of 464 hours by 42 hours or just over 9%. The total New and Current Affairs figure of 422 hours was also 40 hours short of the equivalent figure for 2005.  The actual versus target hours in respect of RTÉ 2fm (2004-2006) are shown in the next graph below.
Percentage Differences between Actual and Target Hours for RTÉ 2fm by Genre 2004-2006
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RTÉ 2fm achieved all of its non-hours commitments in 2006 excepts for its commitment relating to New and Original Music Production Sessions, where its actual output of 31 was 9 sessions short of target and 12 less than had been achieved the previous year.

RTÉ lyric fm exceeded its hours targets in 2006, as it has done in each of 2004 and 2005, although did not perform as strongly in its non-hours commitments. The target for school visits was achieved but both the Regional Music and Arts and EBU offerings targets were missed.
Non-hours targets are not set in the case of RTÉ Radio na Gaeltachta.  Our analysis of the data shows that this station met or exceeded all of its targets except that for News and Current Affairs, which it missed by just two hours or 0.2% in 2006.

In terms of market share performance, it is clear from the available data that RTÉ Radio has been steadily losing market share since 2002, whether on a weekday reach basis (full-year or July-June) or on a week day market share basis (7am-7pm or full-year).

For instance, measured by weekday market share (full-year), the market share for total RTÉ Radio (including RnaG, which is not in receipt of commercial income) was 36% in 2006, having fallen from 46% in 2002.  Presently, RTÉ Radio 1’s market share on this basis is 21% (26% in 2002/03) and that of RTÉ 2fm is in the region of 13%, having fallen from about 18% four years previously.  RTÉ lyric fm has maintained its, admittedly small, market share of 2% of the national weekday audience during the period.

The decline in RTÉ Radio’s market share reflects the level of competition in the Irish radio environment, from both rival national radio stations and regional/local radio stations, which tend to have very loyal locally-based audiences.  Note that RTÉ Radio’s competitors are almost exclusively domestically based with the competition occurring over the analogue transmission system.  Other things being equal, we may expect even more competition to occur when the transmission system moves to digital (DAB) where an even greater number of stations will be capable of broadcasting in competition with RTÉ Radio.
Notwithstanding the decline in RTÉ Radio’s market share, RTÉ has experienced rising commercial revenue from its radio broadcasting and this reflects the buoyant growth of the Irish radio advertising market.  
RTÉ Publishing

Of the fourteen Publishing Commitments set out in the Statement of Commitments 2006, four related to the RTÉ Guide and ten were in connection with RTÉ e-Publishing.

Three of the four commitments made in relation to the RTÉ Guide have been achieved. The first commitment, relating to television programme ratings, was not implemented in full by the end of 2006. This was due to the lack of a comprehensive classification of programmes.

RTÉ has indicated that all ten commitments in respect of e-Publishing have been successfully completed.  However, it is not straightforward to assess whether the targets have been achieved or whether it required any new initiatives to achieve those aims.  More precisely, it is not clear whether RTÉ has maximised its use of new technology or, for example, whether the increases in the use of Aertel and internet services were due to innovation and new and improved services or reflective of other factors?  The international comparison presented earlier suggests that there may be scope for RTÉ to exploit a greater range of new technologies.

RTÉ Performing Groups

In 2006, RTÉ Performing Groups gave 205 public performances and 91 education-related programmes and workshops, compared with respective Output Commitments of 190 public performances and 80 programmes and workshops.  The figures indicate that, on average, 1,121 people attended each concert in Dublin while on average 497 people attended each concert outside Dublin. 
The chart below illustrates that RTÉ exceeded four of its six performance targets by the end of 2006 in Dublin (apart from case of the RTÉ Vanburgh String Quartet and RTÉ National Symphony Orchestra and RTÉ Philharmonic Choir) and exceeded two of its six regional performances targets. The remaining targets were all achieved.  The box in the chart indicates the extent to which RTÉ has exceeded its educational-related targets.

Percentage Differences between Actual and Target Performances among RTÉ Performing Groups by Dublin/Regions 2006
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Source: Indecon analysis based on RTÉ data.
Reasonableness of Output Commitments

Our comments regarding the ‘reasonableness’ of RTÉ’s Output Commitments focus on RTÉ Television and RTÉ Radio.  The Output Commitments relating to RTÉ Publishing and RTÉ Performing Groups have generally been achieved during 2006, indicating that the year has been positive and successful year for the organisation in respect of those IBDs.  These other aspects of RTÉ’s activities are distinguished by the fact they are to a large extent unique in Ireland.

RTÉ Television

The Output Commitments reflect the planned number of hours for different genres based on RTÉ’s Schedule-Based Budgeting and Planning (SBBP) system, which is agreed within the organisation in advance of RTÉ publishing its Statement of Commitments document.  The specific targets are determined largely by the hours achieved in the previous year plus an adjustment factor giving RTÉ a degree of flexibility, which it believes is necessary to meet the increasing competition and changing demographics characterising Irish television.  While this is a generally sensible strategy, the targets set appear to exhibit a tendency towards conservatism, particularly when compared to the outputs levels achieved in the previous year. Given technological advances, it would not be unreasonable to expect that RTÉ would be capable of at least maintaining its output levels of the previous year.

RTÉ is generally in a position to meet its Television Output Commitments in each genre and during 2002-2005, total actual hours have consistently exceeded total target hours.  However, this was not the case in 2006, where the total target hours exceeded total actual hours by almost 2%.  The reason for this shortfall was because of the ambitious target hours set in respect of Drama on RTÉ Two – 55 actual hours as against a target of 138 hours, which was ‘ambitious’ in the sense of being well over double the actual number of Drama hours broadcast on this particular station in 2005 (54).  A more fundamental issue relates to the nature of the targets.  While this is not an issue that can be adequately addressed in an Annual Review exercise of this type, there nevertheless appears to be a degree of inflexibility in the structure of the targets in terms of the fact that the genres themselves have changed very little since 2002.  While this is not a serious issue, it is nevertheless comes in the context of there being an absence of independent data relating to audience feedback on programme quality.  Further, there is no direct indicator of innovation or use of new technology in the way in which the target hours are presented.

We are of the view that the targets should be directly related to fulfilling RTÉ’s commitment to broadcasting which would otherwise not be possible in the absence of the Licence Fee. 

RTÉ Radio

The situation regarding the nature of RTÉ Radio’s Output Commitments is very similar to that of Television and, as such, the same issues apply.  It should be acknowledged, however, that there are a number of key differences in the prevailing conditions in the radio market compared to the television market in Ireland.  A key difference relates to demand for national or local broadcasting, whereas television broadcasting is generally more global in nature (e.g. films).  However, these characteristics also apply to each of RTÉ’s competitors in the Irish radio industry and we note that RTÉ initiatives to change targets and broadcasting personnel have been unable to stem the decline in its radio market share. 

Nature of Targets

Overall, we believe that a fundamental review of the RTÉ commitments in the context of licence fee is now due and that more focus should be placed on achieving quantified efficiency gains.

Review of Financial Results

Composition of RTÉ’s Income and Econometric Analysis of Advertising Income

Since 2003 (the year that saw the implementation of the IBD structure and the introduction of the Annual Licence Fee Adjustment Review, among other developments in connection with RTÉ), when the Licence Fee income and commercial income each accounted for half of all income, the share attributed to commercial income has increased to 55% while the share due to the Licence Fee income has dropped to 45%.  Between 2005 and 2006, RTÉ’s Licence Fee income grew by 7.5%, while commercial income grew by 11.2%.  Thus, RTÉ’s revenue growth has been buoyant in recent years, particularly its commercial revenue.

The major source of commercial income for RTÉ is advertising income, which accounts for approximately 83% of commercial income and has driven the growth of RTÉ’s commercial revenue: overall commercial income has grown by 12.7% per year during 2003-2006 on a CAGR basis; the corresponding figure for advertising income is 13.1%.

In turn the chief driver of RTÉ’s advertising income is RTÉ Television advertising income.  Over the period 2003-2006, RTÉ Television advertising income grew at a CAGR of 15.31% while that of its closest competitor in the Irish television market, TV3, increased by 11.6% CAGR.  As well as illustrating the buoyancy of the television advertising market in Ireland, these figures also show the success that RTÉ has had in this key source of its overall revenue.  Also buoyant have been sponsorship income relating to RTÉ Television and merchandising income, which the organisation has successfully developed since 2003 (albeit they still account for less than 5% of RTÉ’s commercial revenue).

We have undertaken some econometric analysis of RTÉ television and radio advertising (which accounts for over 97% of all of RTÉ’s advertising income) using annual data for the period 1997-2007.  The analysis builds on the preliminary econometric analysis undertaken as part of the 2005 Licence Fee Review and is also informed by RTÉ’s own analysis.

16 different regression models were applied to the annual RTÉ television and radio advertising data and the table below summarises some of the key models considered (the regression equation numbers are as they appear in the main text of the report).  These models were the strongest performing in terms of their statistical significance and explanatory power.

According to RTÉ, its television and radio advertising income is set to increase by 7.5% in 2007 and in each of the subsequent years, the annual rate of growth is forecast by RTÉ to be substantially lower (c. 4% per annum).  Given that RTÉ’s advertising income growth has exceeded 11% per annum for each of the last three years, estimates of advertising growth in the order of c. 4% from 2008 appear to be conservative, even in the context of Irish economic growth slowing down in the next number of years. 
Summary of Econometric Analysis of RTÉ Television and Radio Advertising Income

	Forecast
	2007

(€000)
	2008

(€000)
	2009

(€000)
	2010

(€000)
	2011

(€000)

	RTÉ Budget (Final 2007)
	
	
	
	
	

	Annual Percentage Change
	
	4.2%
	4.2%
	4.2%
	4%

	Indecon Spline Scenario 1
	186,287.5
	193,846.5
	201,405.5
	208,964.6
	216,523.6

	Annual Percentage Change
	3.9%
	3.9%
	3.8%
	3.7%
	3.6%

	Indecon Spline Scenario 3
	198,601.5
	218,474.6
	238,347.7
	258,220.8
	278,093.9

	Annual Percentage Change 
	10.5%
	9.5%
	8.7%
	8.0%
	7.4%

	Indecon AR1 Scenario
	195,337.5
	214,305.5
	236,540.9
	262,606.8
	293,163

	Annual Percentage Change
	8.6%
	9.3%
	9.8%
	10.4%
	11.0%

	Indecon AR1 with GDP Termª
	192,771.7
	207,298.5
	222,693.3
	238,989.9
	256,223.3

	Annual Percentage Change
	7.3%
	7.3%
	7.2%
	7.1%
	7.0%

	Source: Indecon analysis based on RTÉ data.


Cost-Income Ratio and Cost Control Measures

Prior to 2003, RTÉ was running a deficit (particularly large in 2001).  However, owing to the large Licence Fee increase announced in December 2002 and the subsequent success of the organisation in growing its commercial income, RTÉ’s cost-income ratio (i.e. operating costs, before interest, tax, depreciation and amortisation, as a percentage of total revenue) has shown a steady decline between 2001 and 2004 (from 111.2% to 92%).  However, over the last three years, the cost-income ratio has moved upward, increasing from 92% in 2004 to 94% in 2006.  This development points to the critical importance of cost-control measures within the organisation, so that it can provide programmes in an increasingly competitive television and radio environment more effectively in terms of value and quality. Cost efficiency gains will be essential to having the resources to invest in high quality programming and in new technology.

RTÉ places a heavy reliance on the role of the Annual Budgeting process and the subsequent management accounts process in terms of cost control.  As well as the Annual Budget process, the other specific aspects of RTÉ’s financial management systems include:

· Financial Reporting – monthly reporting of actual outturns vis-à-vis budgets at IBD level and at Group level;

· Forecasting – this relates to the monthly financial reporting system just described and considers how potential over-runs may be best addressed at IBD and Group level (this may be especially important in the case of Television, where commercial revenues may fluctuate from month to month);

· Delegated Authorities – which relates to the structured approval and control process put in place for expenditures (we understand that expenditures over €10,000 require oversight from at least the relevant IBD Finance Director and Senior Manager);

· Material Commitments – qualifying material expenditure commitments for a wide variety of items (above the level of €250,000), such as commissioned television programmes (i.e. programmes commissioned by RTÉ and provided by independent television production companies), are required to go through a review and approval process before any commitment to spend is given;

· Capital Expenditure – in addition to the Annual Capital Budget, items of capital expenditure are subjected to detailed review in advance of commitment, involving project justification, business case development and review, tendering, costing and value for money together with the regular approval process (with all major capital projects are closely monitored);

· Change Management – across RTÉ;

· Procurement – this refers to ongoing improvement in RTÉ’s procurement processes.

We understand that RTÉ has yet to implement a programme inventory system (which was due for introduction in 2007).  In the 2005 Licence Fee Review, we emphasised the importance of this in relation to financial management of acquired programmes and we maintain our view that an inventory system be introduced as a matter of priority. 
Another issue concerns ‘benchmarking’.  RTÉ has not undertaken any formal benchmarking exercise in recent years, with PSB broadcasters in other jurisdictions or with commercial broadcasters or with other organisations in Ireland. Indecon fully accepts the methodological difficulties inherent in simple comparisons between broadcasters in different countries but we are nevertheless of the view that benchmarking cost drivers and methods of cost control both within Ireland and internationally is possible to undertake and could enhance the efficiency and effectiveness of the organisation.
Principal Cost Drivers within RTÉ

The main drivers of RTÉ’s operating costs are personnel-related costs, commissioned programmes costs and acquired programmes costs. Both commissioned programmes costs and acquired programmes costs relate to the Television IBD.

	Analysis of Principal Drivers of RTÉ Group Operating Costs   2003-2006

	
	2003
	2004
	2005
	2006
	CAGR 2003-2006

	
	€000s
	€000s
	€000s
	€000s
	%

	Personnel-Related Costs (Group)
	
	
	
	
	

	Commissioned Programmes Costs (Television) *
	44,646
	48,791
	70,032
	64,618
	13.1

	Acquired Programmes Costs (Television)
	22,683
	23,453
	21,719
	23,859
	1.7

	
	
	
	
	
	

	Total Operating Costs (before Interest, Tax, Depreciation and Amortisation)
	290,491
	315,308
	347,484
	380,529
	9.4

	Source: RTÉ Annual Report 2006 (total operating costs), RTÉ Penultimate Draft Budget 2006 (21 December 2005) and RTÉ Management Accounts December 2006, Indecon analysis.

* A very small proportion of commissioned programmes costs relates to News/Current Affairs.


The single biggest cost driver is personnel-related costs, which accounted for almost 50% of total operating costs (excluding interest, tax, depreciation and amortisation) in 2006 (so that personnel-related costs have been increasing in real as well as in nominal terms).  Further, notwithstanding their size differences, we consider that it is relevant to note that the BBC has embarked on an ambitious programme to reduce its staff costs and there has been a significant reduction in staff costs at the BBC in the past year. Indecon accepts that the potential for any organization to reduce its costs will, of course, depend on how close the organization is currently to best practice efficiency levels. This assessment would be influenced by detailed benchmarking and detailed efficiency audits of specific activities.

The total headcount at RTÉ grew by 2% between 2005 and 2006 with the largest increases occurring in Television (9.2%), Publishing (5.8%) and Network (5.7%).  The overall growth of 2% incorporates declines in numbers in Radio, News and Current Affairs, and Performing Groups. According to the RTÉ Annual Report 2006, the reasons for the net increase in headcount were:

· Increases in in-house TV output;

· Provision of TV production facilities to third parties;

· Additional technical resources required to support the introduction of new digital production and IT-based technologies. 

As the table above shows, commissioned television programmes costs fell in 2006 and there was a small increased in acquired programmes costs, so the growth in RTÉ’s total operating costs in 2006 was driven to a large extent by the growth in personnel-related costs.

We examined data relating to 164 audit exercises conducted in 2006 on RTÉ Television commissioned programmes. The data show that 18 (11%) were within original budget, 77 (47%) achieved cost savings (compared with the original budget) and 69 (42%) were projects in which a variance occurred (including over-budget projects).  There was an overall cost saving of 0.7% on the original budget.  This suggests that the increase in expenditure on commissioned programmes was not due to inflation on budgeted programmes.  Further data reveals that most of the commissioned programmes costs incurred in 2006 were in respect of programmes costing in excess of €100,000.

Our analysis of the programme level data reveals that RTÉ had 384 commissioned programmes in 2006, with a total original budget spend of €62,129,788.  The actual commissioned programme spend came to €63,947,594.  This implies a higher-than-budget spend by RTÉ on commissioned programmes of €1,817,806 during 2006. The equivalent figure for 2005 was €15,606,593, so the extent of cost overspends improved in 2006.

The key source of the higher-than-budget spend by RTÉ on commissioned programmes in 2006 were 35 programmes that were not provided for in the original budget with a total cost of €7,363,702. We understand that these additional programmes that were unbudgeted for at the beginning of the year were identified and commissioned once additional funding (through increased revenues and funds allocated from in-house) became available.  

Our analysis also reveals that three genres – Drama (19.3%), Entertainment (24.3%) and Lifestyle (25.6%) – together accounted for the majority of the total cost of commissioned programming in 2006 (69.2%).   The other genres accounted for less than 5% of the total cost of commissioned programmes in 2006, with the exception of Documentary (7.7%) and Other Factual (5.6%). 
Cost per Hour of RTÉ Television Commissioned Programmes

We have estimated the cost per hour of commissioned television programmes by genre using detailed programme-level data obtained from RTÉ relating to 2006.

It is clear from the data that the average hourly cost of the Drama genre far exceeds that of the other programme types. Although the other genre’s figures may not be directly comparable, commissioned programmes in the Drama genre in 2005 had average hourly costs of  across 11 programmes for which data were available. At the other end of the cost spectrum, programmes in the Music and Religion genres were the cheapest to produce.

We also considered the data on a weighted average cost per hour basis (by taking the total cost for the genre divided by the total hours for the genre).  The results based on the weighted average cost per hour are similar to the unweighted estimates although there can be differences for particular genres. 
Irrespective of which measure is used, programmes in the Drama genre are by-far the most expensive genre RTÉ to commission.  

A tentative but nevertheless relevant comparison between the estimates that we have derived using the RTÉ data and publicly available data relating to BBC commissioned programmes costs is provided in the next table below.  The average cost for RTÉ of commissioned programmes within the Drama genre falls within the BBC range of costs for commissioned programmes within this genre, which is very large.  The majority of RTÉ commissioned programmes in the other genres come in either below or at the lower end of the range of budgets for their equivalents at BBC. This finding is true even if the RTÉ figures are compared to those of the cost guidelines for ‘region and nation’ (e.g. BBC Northern Ireland) programming within the BBC. These budgets, given in parenthesis in the table below, are more modest than the BBC’s national level budgets.

	Cost per Hour of RTÉ Commissioned Programmes by Genre (2006) – Comparison of RTÉ  Figures and Indicative BBC Figures

	Genre
	RTÉ Cost per Hour
	BBC Indicative Range (£)

	
	Weighted Average Cost Per Hour (€)
	Unweighted Average Cost Per Hour (€)
	

	Awards
	
	
	N/A

	Documentary
	
	
	40,000-300,000

(20,000-200,000)

	Drama
	
	
	30,000-900,000+

(30,000-450,000)

	Education
	
	
	N/A 

	Entertainment
	
	
	20,000-285,00

(20,000-220,000)

	Lifestyle
	
	
	40,000-300,000

(5,000-200,000)

	Music
	
	
	40,000-350,00

(40,000-150,000)

	Other Factual
	
	
	40,000-300,000

(5,000-200,000)

	Regional
	
	
	N/A 

	Religion
	
	
	N/A 

	Sports
	
	
	N/A 

	Young Peoples’
	
	
	40,000-550,000

(N/A)

	Source: Indecon analysis based on RTÉ data.


In terms of the cost per hour per viewer, a statistic that we consider to be informative in the context of the Licence Fee Review exercise because it embodies both cost considerations and audience numbers  programmes within the Drama category once again emerge as the most expensive for RTÉ to commission.  On the other hand, programmes in the Regional genre appear to be the most cost effective to commission on the basis of cost per hour per viewer. The results of our estimates are presented in the next table.
	 Cost per Hour per Viewer of RTÉ Commissioned Programmes by Genre 2005-2006

	
	2005
	2006

	Genre
	Average Cost Per Hour per Viewer (€)
	Standard Deviation
	No. of Progs
	Average Cost Per Hour per Viewer (€)
	Standard Deviation
	No. of Progs

	Documentaries
	
	0.14
	17
	
	0.23
	9

	Drama
	
	0.98
	4
	
	0.45
	3

	Entertainment 
	
	0.56
	21
	
	0.10
	12

	Music
	
	0.03
	3
	
	0.21
	2

	Regional 
	
	0.15
	16
	
	0.07
	9

	Religion
	
	0.61
	7
	
	0.26
	2

	Sport 
	
	0.13
	2
	
	0
	1

	Young Peoples’
	
	0.17
	4
	
	0.83
	2

	Total 
	
	0.54
	74
	
	0.46
	40

	Source: Indecon analysis based on RTÉ data.


Econometric analysis indicates that a 1% increase in the cost of producing a commissioned programme results in a 0.68% increase in viewers (i.e. a less than proportionate increase in audience).  This of course is not to suggest that ‘keeping it cheap’ is the best programme approach but it does highlight the importance of keeping control over cost growth relating to commissioned television programmes. 

Trading and Financial Position

Our review of RTÉ’s trading and financial position comprises an assessment of the organisation’s current and projected (to 2011) Consolidated Income and Expenditure Statement, Consolidated Balance Sheet and its Consolidated Cash Flow.

On a CAGR basis, RTÉ’s total income is projected to grow by 5.1% per annum between 2007 and 2011.  Licence Fee income is projected to grow by 5.8% and advertising by 4.2% during this period.  The advertising figure is, in our view, on the conservative side, given anticipated economic growth and our earlier econometric analysis of RTÉ’s television and radio advertising income.
Regarding costs, total operating costs are projected to grow by 4.7% per annum between 2007 and 2011, with personnel-related costs expected to grow by 4.3% per annum and other costs by 5.1% per year.  RTÉ’s net surplus is expected to increase by 4.9% per year on a CAGR basis between 2007 and 2011. 

Review of Change Management, Greater Openness, Transparency and Accountability and Value for Money

Following the organisational re-structuring in 2003, in which the Integrated Business Division (IBD) structure was introduced, RTÉ has indicated to us its aim of achieving ongoing and incremental improvement in performance.  Technology improvements are part of the organisation’s Change Management process and this appears to be facilitated across the organisation in a more coordinated manner.
Change Management Processes

RTÉ Television has set Change Management as a key objective and among the major (ongoing) objectives is (current status as indicated by RTÉ):
· Tapeless Server-Based Technology (parts on-target, parts behind schedule);

· Evaluation of the Effectiveness of Marketing Spend (on-target for completion in December 2007);

· Implement new e-Commissioning  System (on-target);

· Monthly reporting of ratings estimation accuracy (behind schedule)

· Inventorisation (on-target).

RTÉ Radio set out four core strategic objectives in relation to Change Management, namely:

· Compete for Audience;

· Develop People and Skills;

· Defend and Grow Revenue;

· Control and Manage Costs.

In order to compete for audiences, RTÉ introduced schedule changes across all four services, most notably in RTÉ Radio 1, which involved changes to its afternoon, evening and weekday schedules (we understand without Material Commitments increases). 

RTÉ Radio undertook staff training and development audits as part of its objective to develop people and skills. In response to these audits, a number of priority training requirements were implemented. Revenue targets were achieved despite loss of market share and increased competition. The RTÉ Radio IBD attempts to control and manage costs focussed on stabilisation of headcounts, top talent cost growth and cost effective delivery of high profile events such as the Ryder Cup.  

We understand that the Change Management process relating to the Radio IBD also included efforts to prepare for the implementation of Digital Audio Broadcasting (DAB) and the associated delivery of six new, low cost stations. 

The primary Change Management challenge currently confronting the RTÉ News and Current Affairs IBD is the transition to the all-digital newsroom. We understand that the introduction of the iNews system is underway. This project will facilitate journalists, editors and other production staff by allowing them to use digital systems for writing scripts, reading wire news, planning news coverage, etc.   The project is also likely to necessitate changes in work practices and skills requirements that will require careful management and monitoring. 

RTÉ’s Ability to Drive Improvement on a Sustained Basis

RTÉ’s ability to drive improvement and change on a sustained basis is an important on-going challenge for the organisation.  The organisation has set out a set of key objectives of its Continuous Improvement Strategy and a corresponding set of key components, which are pitched at a very high level, including the goal of harmonising Change Management processes and methodologies across the entire organisation.

In our view there is a need to develop more specific measures and metrics in order to better assess the success and benefit of the Continuous Improvement and Change Management initiatives being operated across the organisation. There is also a need for more quantified targets on cost savings.

Value for Money

We understand that a Value for Money exercise is currently underway in the Television IBD, the aim of which is to maximise productivity and to manage cost control.  The funds saved as a result of this initiative will be reinvested in programmes and it is intended that the exercise will be extended across the other IBDs.  Early indications are that savings have amounted to over __________ from 11 specific initiatives (out of 28 identified). Indecon supports the wider application of monitoring of value for money initiatives.

Greater Openness, Transparency and Accountability

Since 2003, when the IBD structure was implemented at RTÉ, the organisation has enhanced the extent of its Openness, Transparency and Accountability to the Licence Fee paying members of the public in Ireland.  Among the developments have been the provision of more detailed statistical and financial information in the RTÉ Annual Report and the provision of more information electronically, on the organisation’s now extensive website (www.rte.ie).  Activities in 2006 have included a continuation of the initiatives put in place since 2003.
Notwithstanding these positive developments, it is notable that the RTÉ Annual Report or website does not contain any market research on audience perceptions of quality relating to RTÉ Television and Radio programmes.  The same applies in the case of detailed data relating to the ‘reach’ of RTÉ’s television programmes (e.g. by social class, age and gender).  We note that the RTÉ website does provide Audience Council communiqués but these are not the same as market-based questionnaire results. We are aware of an internet based public market research being undertaken by RTÉ but we would support a wider market research exercise.  Indecon believes that this can be undertaken in a targeted and cost effective manner. 
One of the ways in which UK broadcasters qualitatively assess the quality of individual programmes is through Appreciation Indices (AIs).  A panel of viewers is asked to mark programmes out of ten, and the results expressed as a percentage.  This allows the broadcaster/regulator to identify programmes which may have a poor showing in terms of cost per hour per viewer, but which are highly valued by their (smaller) audiences.

The BBC not only looks at AIs but also carries out more sophisticated audience research.  This includes a pan-BBC Tracking Survey, based on a large panel of 10,000 viewers/listeners, which tracks attitudes not just to individual programmes, but also to opinions on value for money, range of coverage, and other topics germane to the quality of public service provision.  More recently an additional online panel has been establishedcalled ‘The Pulse’), which allows for greater flexibility through the insertion of  questions at very short notice.  Other ways in which the BBC takes into account audience views are public consultations and advisory bodies around the UK as well as vox pops and focus group sessions.
AIs are not published by UK broadcasters although the BBC does publish results from its Tracking Survey (in its annual report), which provides publicly available feedback data on a range of quality information, including viewer/listener feedback on whether audiences are getting value for money from the BBC Licence Fee.  For cost reasons we are not proposing that an equivalent system of measurement is undertaken in Ireland but believe a tailored and cost effective approach would be feasible. 
We are aware that RTÉ is averse to publishing data on cost per hour of indigenous television programmes (commissioned and in-house) and on cost per hour per viewer of such programmes.  Such information is provided by PSB organisations in other countries (including the BBC, which considers that cost per hour per viewer data is central in assessing value for money).  As with the cost per hour metric, we believe that the value in having access to cost per hour per viewer information lies with trends and relativities (i.e. past performance and comparison with PSB organisations in other countries).  While we would caution against a simplistic approach to the provision of such data (e.g. failing to recognise differences in organisations or national broadcasting markets), we nevertheless believe it merits fundamental consideration by RTÉ. 

Output Commitments 2006

We have reviewed RTÉ’s Output Commitments for 2007, in relation to Corporate Commitments, Television, Radio, Publishing and Performing Groups and Change Management.  These are generally compiled in the same way as the pledges for 2006 and our comments relating to the ‘reasonableness’ of the 2005 targets generally apply mutatis mutandis to the pledges envisaged in 2006.

Conclusions

Our overall view is that 2006 has been a successful and positive year for RTÉ, notwithstanding ongoing competitive challenges in Television and Radio, especially in the latter.

The organisation has broadly succeeded in fulfilling its Corporate Commitments and has met or exceeded its Output Commitments in Television, Radio, Publishing and Performing Groups.  The financial standing of the organisation is strong and, together with its focus on indigenous programming output, it has a clearly defined competitive strategy of differentiating itself from its rivals in the Irish broadcasting sector.  

However, our analysis has shown that there are a number of issues that we feel merit action and/or further consideration.  These include:

· The nature and reasonableness of the Output Commitments;

· Assessment of the quality of output;

· The continued lack of a programme inventory system at RTÉ;
· Specific metrics for assessing the performance of the organisation’s Change Management programme;

· Roll-out of cost-saving and value for money initiatives that have been implemented in the Television IBD;

· Publication of key performance metrics relating to cost per hour and cost per viewer/cost per hour per viewer for indigenous television programmes.   

Recommendations

Based on our analysis, the following table contains our recommendations, which we believe should be considered by RTÉ.
	Table of Recommendations

	‘Reasonableness’ of Output Commitments

1. RTÉ, in conjunction with the Department, should undertake a fundamental review of the nature of RTÉ’s Output Commitments, relating to RTÉ’s PSB remit and concentrating on its commitment to broadcasting high quality television programmes with a particular Irish focus, which would otherwise not be possible in the absence of the Licence Fee.  We believe that such a review should have regard to developments in other jurisdictions.  This should of course be done in the context that editorial control will remain with RTÉ.

	Survey-Based Market Research of Audience Perceptions of ‘Quality’ 

2. Regular/quarterly survey-based market research should be undertaken to gauge the movements in audience perceptions of the quality of RTÉ’s Television and Radio programmes and the results should be published.

	Audience ‘Reach’

3. RTÉ should  consider publishing data on audience ‘reach’ of its Television programmes, in terms of social class, age, gender, ethnicity etc.   This proposal is particularly relevant giving the growing number of emigrants in Ireland.

	Programme Inventory System

4. RTÉ should ensure that its proposed programme inventory system, which would facilitate ongoing cost control and planning within the organisation, is implemented in full in the coming year.

	Value for Money

5. RTÉ should consider publishing, on at least an annual basis, indicators of value for money, such as cost per hour or cost per hour per viewer, would serve as relevant indicators of programme quality, which is central to PSB generally and of RTÉ’s PSB remit in particular.

	Cost Control

6. RTÉ should continue to give a high priority to achieving cost efficiencies and quantified targets for minimum cost items should be developed.

	7. RTÉ should develop its Scheduled-Based Budgeting and Planning (SBBP) system to identify costs and revenues on specific programmes.

	8. RTÉ should consider greater use of benchmarking as an input to cost management.

	9. We also support RTÉ’s proposed widening of its procurement process to secure increased efficiencies

	Nature of Targets and Licence Fee

10. A significant change in the nature of RTÉ Licence Fee adjustments should be introduced whereby a quantified part of any change should be dependent on RTÉ achieving best practice efficiency levels and/or quantified cost savings.

	Source: Indecon.


Licence Fee 2007
Indecon considers that the financial targets set by RTÉ in its 2007 Budget (Final, 4 December 2006) are generally appropriate targets for the organisation, which would see the organisation generate EBITDA (earnings before interest, tax and  depreciation/amortisation) of ___.

RTÉ’s 2007 Budget, which embodies assumptions regarding the number of Licence Fee payers, advertising income, staff-related costs and commissioned programmes costs (Television), inter alia, would, according to RTÉ, require an increase in the Licence of 2%, bringing the new Licence Fee to €161 (from 1 October 2007).
In terms of the key drivers of RTÉ’s income (besides the Licence Fee) and costs, the 2007 Budget assumes 7.5% growth in advertising income (on the 2006 figure), 7.5% increase in personnel-related costs and 9.9% growth in commissioned television programmes costs.
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1 Introduction and Terms of Reference

1.1 Introduction and Background

This report is prepared by Indecon International Economic Consultants on behalf of the Department of Communications, Energy and Natural Resources (the ‘Department’) and concerns the RTÉ Licence Fee Adjustment Review 2006.  According to the Department, in December 2002, the Government decided that annual adjustments to the Licence Fee will be based on the Consumer Price Index (CPI), with an adjustment for both:

· The extent to which programme output commitments were achieved by RTÉ (during the previous year); and

· The extent to which an effective change agenda for RTÉ has been implemented within the organisation.

In accordance with the terms of reference set out by the Department, this report:

· Assesses the extent to which RTÉ has delivered upon its commitments as set out in the Charter for Public Service Broadcasting and its 2006 Statement of Commitments;

· Assesses the extent to which RTÉ has placed and implemented effective change management processes within the organisation;

· Makes proposals to the Minister in respect of the CPI-X formula (as provided for in the Government’s decision of December 2002). 

The report reviews aspects of RTÉ’s performance in terms of its Output Commitments with reference to the degree of openness and transparency within the organisation. It also examines RTÉ’s Change Management Programme as well as considering RTÉ’s financial performance.

The Public Service Broadcasting Charter published by the Minister for Communications, Marine and Natural Resources in June 2004 sets out RTÉ’s obligations to Licence holders.  The present exercise serves to assess RTÉ’s actual performance against stated commitments during the year and against its ongoing obligations. It also informs the Government’s decision as regards any change in the Licence Fee for 2007 (from 1 October 2007).
1.2 Terms of Reference

The Terms of Reference of the 2006 Review are as follows:

· Review of Output Commitments;

· Compare the actual programming outputs to the planned programming by genre, channel, source, etc.

· Comment on the reasonableness of the objectives in terms of programme outputs

· Review the Financial Results of the Integrated Business Divisions (IBDs) relative to the 2006 budget

· Comment on the extent to which Greater Openness, Transparency and Accountability are being progressed.

· Review of Progress in Change Programme;

· Examine the extent of progress made by RTÉ in relation to restructuring and implementing its Change Management programme, and comment on RTÉ’s ability to drive through effective and appropriate organisational change on a sustained basis

· Output Commitments for 2007;

· To establish and review the output assumptions and Change Management programmes associated with any CPI increase for 2007.

Our review has included extensive information gathering and analyses (quantitative and qualitative) using RTÉ and other data sources, and has involved a high-level consultation programme with senior RTÉ management.

1.3 Report Structure

The report is divided into 8 sections.  The first section outlines the context of the review exercise and sets out a number of key issues that help to focus the analyses presented in the later sections.  In Section 3, we review RTÉ’s Corporate Commitments in 2006.  Section 4 provides our review of RTÉ’s Output Commitments 2006.  Section 5 reviews Financial Results and Section 6 contains our review of RTÉ’s Change Management programme and comments on the extent to which Greater Openness, Transparency and Accountability is being progressed.  Section 7 considers RTÉ’s Commitments for 2007 and Section 8 gives the overall conclusions of the review and our recommendations.  The latter section also contains an analysis we have carried out regarding the Licence Fee to be charged in from 1 October 2007.
1.4 Acknowledgements

Indecon would like to acknowledge the valuable inputs of officials from the Department of Communications, Energy and Natural Resources and from management and key executives in RTÉ.  We would also like to acknowledge the inputs of our specialist advisers.  The usual disclaimer applies and the views and analyses contained in this document are the sole responsibility of Indecon.

2 Economic Context, Issues and International Context

2.1 Introduction

This section provides a brief explanation of the issues surrounding public service broadcasting. These provide the rationale for the review process and a context within which we can examine the performance of RTÉ in terms of its Output Commitments, Financial Results and Change Management.

2.2 Context of Public Service Broadcasting

2.2.1 Definition and Economic Rationale

Public Service Broadcasting (PSB) is broadcasting of television or radio financed, either partially or entirely, by the public sector. The public funding may be derived from direct taxation or charitable donations but in many cases revenue is generated from License Fees. A television licence fee is a charge for the possession of a television receiver. PSB organisations are frequently run on a not-for-profit basis. 

Public funding effectively allows a PSB organisation to cross-subsidise those programme genres which are be unlikely – in whole or in part – to be provided by purely commercial broadcasters.

As digital broadcasting becomes the norm, there will be a rapid expansion of opportunities for new commercial operators, including those with comparatively few resources.  It is possible that the apparent expansion of choice will (paradoxically) be accompanied by a concentration by commercial broadcasters on genres most likely to maximise revenues.  This dynamic may make the public service model even more important in maintaining the broadest range of choice in programme types, together with the ability to sustain innovation and quality.  It is therefore likely that PSB programming will become more important in the maintenance of choice and quality in the future.

PSB was pioneered in the UK by the British Broadcasting Corporation (BBC). The BBC is required by the Royal Charter for the Continuance of the British Broadcasting Corporation:

“To provide, as a public service, sound and television broadcasting services (whether by analogue or digital means) and to provide sound and television programmes of information, education and entertainment”. 
Generally speaking, PSB organisations are generally characterised by one or more of the following goals:

1. Universality of service provision;

2. Cater for variety and diversity;

3. Provide programmes which inform and educate;

4. Cater for minorities.

PSB organisations also tend to prioritise quality rather than quantity of programming. In some countries, they are required to remain impartial and detached from vested interests and government. 
The economic rationale for public funding of PSB is based on the concepts of ‘market failure’ and ‘network externalities’.  These concepts incorporate the importance of PSB social, political and cultural values and facilitates public service broadcasters to deliver informative or educational programming which would not be justified on a purely commercial basis. In the context of broadcasting, it is sometimes held that market failure may arise because without government support broadcasters would focus on maximisation of profit and quality programming would be sacrificed, including the possibility of biased reporting and news coverage.  Further, it is sometimes held, catering for minority interests would lose its appeal due to low audience figures.  It is therefore posited that public funding is necessary to help PSB organisation to achieve their PSB remit.

Network Externalities generally occur when the value of a good or service to a consumer increases with the number of other consumers using it. In the case of television, this principle may apply to free-to-air channels including PSB, as viewing an event may lead one to become involved in discussions, participate in beneficial activities (voting or sport) or feel a sense of national pride and identity.

In recent years PSB organisation have come under pressure to reform as economies have become more market oriented and improvements in technology have reduced the cost or production of television and radio, leading to a greater variety and quality of private sector output.  

Given the rising competition now characterising television and radio broadcasting markets, it is generally accepted that there is a need for PSB organisations to be accountable to the public and to incentivise them to be cost efficient and effective in the way they operate, with the ultimate aim of enhancing value for money – everyone must be able to access programmes and services as cheaply as possible.  A basic goal underlying the Annual Licence Fee Review is to establish the extent to which RTÉ is delivering value for money in this context.
2.2.2 Meaning of Public Service Broadcasting in Ireland

The public service mandate in Ireland is defined by Broadcasting Authority Acts 1960 – 2001 (Section 28 of 2001 Act) and provides a broad definition of PSB.  RTÉ’s statutory mandate as defined in Section 28 of the Broadcasting Act 2001 specifically provides that RTÉ’s programme schedules should ‘entertain, inform and educate’.

A broad definition of the term is also given in the Public Service Broadcasting Charter, which was published by the Minister for Communications, Energy and Natural Resources in June 2004.  The Charter is a statement of principles that clarifies what is expected of RTÉ as the national public service broadcaster, including RTÉ’s accountability to its audience. Thus, it outlines to the people of Ireland what is expected of RTÉ in return for the significant public funds it receives each year from the proceeds of the Licence Fee. Licence Fee revenue currently accounts for approximately 50% of RTÉ’s overall annual income.

In November 2004, RTÉ produced the first in a series of three annual policy documents – Guiding Principles: Implementing the Public Service Broadcasting Charter – which outlined how the organisation intended to meet the obligations set in the Charter during the period 2004-2007. This document was updated and a second edition was released in November 2005. The third and final edition was released in November 2006 and has been developed into and superseded by the RTÉ Strategic Corporate Plan, 2006-2010. 

The Guiding Principles documents set out the core PSB values and goals of the organisation, together with an outline plan for achieving those goals over the medium term. The Strategic Corporate Plan document is a more focussed document with detailed goals outlined for each of RTÉ’s Integrated Business Divisions (IBDs) which were introduced by RTÉ in 2003. According to the latest Guiding Principles document, RTÉ’s three core value were identified as:
Connecting with all our audiences
· Always put the audience first and be a universal free-to-air service; 
· Reflect the diverse values of the people of Ireland, specifically cultural, including language, religion and regional needs across all age groups;

· Provide high quality, popular programming and services including archives;

· Be creative in their output, with the confidence to take risks.

Providing a value for money service

· Provide a quality and efficient service on a value for money basis;
· Operate in a fair and transparent manner;
· Be a cost efficient organisation attracting maximum revenues to optimise output;
· Fulfil our role as the National Public Service Broadcaster while being flexible enough to respond to changing needs.
Being Ireland’s premier, independent provider of definitive News and Current Affairs material, both national and international
· Be accurate and impartial in all News coverage;

· Provide insightful and challenging Current Affairs coverage

Along with reflecting Ireland’s culture and providing impartial news coverage, one of the key aims of RTÉ is to provide distinctive home produced programming. By doing so it is hoped that RTÉ will be able to differentiate itself from its competitors and attract new audiences while maintaining existing ones. 

RTÉ’s Strategic Corporate Plan, 2006-2010 outlines specific measures that can be carried out with the medium-term. It is hope that these measures will maximise commercial revenues while simultaneously minimising costs so as to maximise the revenue that can be spent on content and programming and provide the best possible service to the Irish people. 

2.3 Key Issues

The Terms of Reference of the 2006 Review require that the following issues be addressed:

Review of RTÉ’s Output Commitments

· Compare the actual programming outputs to the planned programming by genre, channel, source, etc.;

· Comment on the reasonableness of the objectives in terms of programme outputs;

· Review the financial results of the independent business divisions (IBDs) relative to the 2006 budget;

· Comment on the extent to which greater openness, transparency and accountability are being progressed; 

Review of Progress in Change Programme

· Examine the extent of progress made by RTÉ in relation to restructuring and implementing its change management programme, and comment on RTÉ’s ability to drive through effective and appropriate organisational change on a sustained basis. 

Output Commitment for 2007

· To establish and review the output assumptions and change management programmes associated with an CPI increase.

In what follows, these and a number of other and related issues are examined using a combination quantitative and qualitative analyses relating to RTÉ’s Output Commitments, Financial Results and Change Management programme.

2.4 International Context

2.4.1 Introduction

According to RTÉ, no formal benchmarking exercises are currently carried out within the organisation although we understand that RTÉ has in the past considered benchmarking itself vis-à-vis PSB organisations in other countries but was unable to undertake meaningful comparative analysis due to differences in PSB organisations, countries etc.  In our consultations with senior management as part of the 2006 Review, RTÉ provided Indecon with data (European Broadcasting Union, EBU) that may help to provide a preliminary view as to RTÉ’s activities in a cross-country context.  We augmented the EBU data with other country data (Canada, New Zealand and Australia).

Aside from RTÉ, the organisations that are included in our cross-country comparison are: Netherlandse Publieke Omroep (NPB), Vlaamse Radio en Televisieomroep (VRT), Radio Télévisison Belge de la Communauté Francaise (RTBF), Rádio e Televisão Portuguesa (RTP) and Rádiodifusão Portuguesa (RDP), Österreichischer Rundfunk (ORF), Schweizerische Radio und Fernsehgesellschaft (SRG-SSR). Information on Yleisradio Oy (YLE), The British Broadcasting Corporation (BBC), The Australian Broadcasting Corporation (ABC), The Canadian Broadcasting Corporation (CBC) and Television New Zealand (TVNZ).  The data for the PSB organisations in Europe were originally provided by RTÉ and then independently verified by Indecon; the data for the non-EU countries were obtained by Indecon using the organisations’ annual reports.

Please note that the following comparisons do not constitute a formal or detailed international benchmarking exercise and none of the tables or charts should be interpreted as constituting a ‘league table’ (and so should not be interpreted as such).
2.4.2 Results 

Table 2.1 below details the current status of implementation of Digital Terrestrial Television (DTT) for a selection of European PSB organisations.  DTT is set to become the platform for television broadcasting and compared to conventional analogue television will provide a greater number of channels, better picture quality and more television-related services for viewers.
It is evident from the table below that, relative to the other broadcasters in the sample, Ireland is somewhat behind in terms of implementing DTT. In particular, DTT in Ireland is currently under ‘trial status’, whereas four of the other broadcasters in the sample have already commenced their digital television service. Only the Portuguese broadcaster RTP has not commenced any form of DTT. 

It is also noteworthy that the UK launched DTT in 1998 on primarily a subscription basis and we understand that the UK today has the highest penetration rate of DTT anywhere in the world (we understand that the provision of Freeview has been important to the success of DTT in the UK).
It should be noted that RTÉ are currently making considerable strides towards the implementation of DTT.
	Table 2.1: Status of Digital Terrestrial Television (DTT) in a Sample of EU Member States

	Country
	PBS Broadcaster
	DTT Implementation

	Netherlands
	Netherlandse Publieke Omroep (NPB)
	Commenced

	Belgium (Flemish)
	Vlaamse Radio en Televisieomroep (VRT)
	Commenced

	Belgium (French)
	Radio Télévisison Belge de la Communauté Francaise (RTBF)
	Commenced

	Portugal
	Rádio e Televisão Portuguesa (RTP)

Rádiodifusão Portuguesa (RDP)
	Not Commenced

	Austria
	Österreichischer Rundfunk (ORF)
	Start Date Committed (2007)

	Switzerland
	Schweizerische Radio und Fernsehgesellschaft, Société Suisse de Radiodiffusion et Télévision, Società Svizzera di Radiotelevione (SRG-SSR)
	Commenced

	Ireland
	Radio Telefís Éireann (RTÉ)
	Trial Status

	Source: EBU Guides, Volume 1: EBU Members Services (June 2006), RTÉ.


The equivalent of DTT for radio is Digital Audio Broadcasting (DAB), which will result in a higher quality of sound provision to listeners. Table 2.2 below presents the current state of implementation of DAB in a number of European countries. Ireland, is somewhat behind in relation to this technology.  Nevertheless, while DAB is under ‘trial status’ (as of June 2007), we understand that its roll out in Ireland is imminent. 

Indecon accepts RTÉ ‘s view that there may not be the same urgency for DAB as for DTT.  RTÉ is also currently a user of digital ratio production and broadcast technology (Radioman) and the above analysis refers to DAB, namely the distribution platform.
	Table 2.2: Status of Digital Audio Broadcasting (DAB) in a Sample of EU Member States

	Country 
	PSB Broadcaster
	DAB Implementation

	Netherlands
	Netherlandse Publieke Omroep (NPB)
	Start Date Committed

	Belgium (Flemish)
	Vlaamse Radio en Televisieomroep (VRT)
	Commenced

	Belgium (French)
	Radio Télévisison Belge de la Communauté Francaise (RTBF)
	Commenced

	Portugal
	Rádio e Televisão Portuguesa (RTP)

Rádiodifusão Portuguesa (RDP)
	Commenced

	Austria
	Österreichischer Rundfunk (ORF)
	Trial Status

	Switzerland
	Schweizerische Radio und Fernsehgesellschaft, Société Suisse de Radiodiffusion et Télévision, Società Svizzera di Radiotelevione (SRG-SSR)
	Commenced

	Ireland
	Radio Telefís Éireann (RTÉ)
	Trial Status (Commenced 12/06/07)

	Source: EBU Guides, Volume 1: EBU Members Services (June 2006), RTÉ.


Table 2.3 presents information regarding whether or not the various PBS organisations have a publishing arm. Unlike most of the broadcasters sampled, RTÉ has a highly successful publishing activities including, most notably, the RTÉ Guide.  

	Table 2.3: Print Publishing Activities in a Sample of EU Member States

	Country
	PBS Broadcaster
	Printing Activities

	Netherlands
	Netherlandse Publieke Omroep (NPB)
	By license

	Belgium (Flemish)
	Vlaamse Radio en Televisieomroep (VRT)
	No

	Belgium (French)
	Radio Télévisison Belge de la Communauté Francaise (RTBF)
	No

	Portugal
	Rádio e Televisão Portuguesa (RTP)

Rádiodifusão Portuguesa (RDP)
	No

	Austria
	Österreichischer Rundfunk (ORF)
	Yes

	Switzerland
	Schweizerische Radio und Fernsehgesellschaft, Société Suisse de Radiodiffusion et Télévision, Società Svizzera di Radiotelevione (SRG-SSR)
	No

	Ireland
	Radio Telefís Éireann (RTÉ)
	Yes

	Source: Research Departments in the following stations NPB, VRT, RTBF, ORF, SRG-SSR, February 2006, RTÉ.


Table 2.4 provides information regarding whether the governments in the countries considered have a share-holding in their respective PSB organisations. RTÉ is in line with the majority of the other broadcasters in that this is not the case.

	Table 2.4: Government Shareholder in PSB Broadcasters in a Sample of EU Member States

	Country
	PSB Broadcaster
	Government Shareholding

	Netherlands
	Netherlandse Publieke Omroep (NPB)
	No

	Belgium (Flemish)
	Vlaamse Radio en Televisieomroep (VRT)
	Yes

	Belgium (French)
	Radio Télévisison Belge de la Communauté Francaise (RTBF)
	No

	Portugal
	Rádio e Televisão Portuguesa (RTP)

Rádiodifusão Portuguesa (RDP)
	Yes

	Austria
	Österreichischer Rundfunk (ORF)
	No

	Switzerland
	Schweizerische Radio und Fernsehgesellschaft, Société Suisse de Radiodiffusion et Télévision, Società Svizzera di Radiotelevione (SRG-SSR)
	No

	Ireland
	Radio Telefís Éireann (RTÉ)
	No

	Source: Research Departments in the following stations NPB, VRT, RTBF, ORF, SRG-SSR (February 2006), RTÉ.


Table 2.5 provides details of each of the selected PSB broadcaster’s use and exploitation of new broadcasting technology. All of the organisations for which data were available made use of podcasting technology. Similarly, all of the sampled broadcasters had provided live-streaming of certain content on the internet. Thus, RTÉ is in line with its equivalents in terms of using these new media and technologies.

The right hand most column of Table 2.5 provides information on the number of unique online users that use the selected PSB organisations websites per month. Although RTÉ has a lower number of users than those compared with other broadcasters for whom data is available, it should be noted that the number of users relative to population compares very well. 

	Table 2.5: New Technology Exploitation and Implementation in a Sample of EU Member States

	Country
	Broadcaster
	Podcasting
	Live Streaming
	Programmes Developed Specifically for Online
	Number of Unique Online Users (millions per month)

	Netherlands
	Netherlandse Publieke Omroep (NPB)


	
	Yes
	
	

	Belgium (Flemish)
	Vlaamse Radio en Televisieomroep (VRT)


	Yes
	Yes
	Yes
	1.3

	Belgium (French)
	Radio Télévisison Belge de la Communauté Francaise (RTBF)


	Yes
	
	
	

	Portugal
	Rádio e Televisão Portuguesa (RTP)

Rádiodifusão Portuguesa (RDP)
	Yes
	Yes
	
	

	Austria
	Österreichischer Rundfunk (ORF)
	Yes
	Yes
	Yes
	1.5

	Switzerland
	Schweizerische Radio und Fernsehgesellschaft, Société Suisse de Radiodiffusion et Télévision, Società Svizzera di Radiotelevione (SRG-SSR)
	
	Yes
	
	

	Ireland
	Radio Telefís Éireann (RTÉ)
	Yes
	Yes
	Yes
	1.12

	Source: Research Departments in the following stations: VRT , June 2007 Plus www.orf.at; www.rbf.be, www.rtp.pt, www.rte.ie; www.omroep.nl, www.vrt.be, www.rtp.pt, www.orf.at, www.srgssrideesuisse.ch; Research Departments in the following stations: VRT, June 2007, RTÉ.


  There may also be variations in the way information is recorded by different broadcasting organisations and if this is the case it may be an issue RTÉ should discuss with EBU.  In any case we do not see this as a significant issue and we are not recommending that RTÉ should necessarily increase the number of such services. 
Figure 2.1
 below provides information on the number of TV, Radio and Websites provided by the PSB broadcasters in the sample.  The graph suggests that RTÉ provides relatively few TV and Radio website services (TG4 is not counted).  Switzerland’s PSB broadcaster provides the most TV and Radio services but this is likely to reflect the multilingual nature of that country. A combined figure for Belgium’s two PSB broadcasters may be more comparable to that of Switzerland. Ireland’s small population also means that the cost of additional services cannot be spread so thinly across as would be the case if the population was larger.   There may also be variations in the way information is recorded by different broadcasting organisations and if this is the case it may be an issue RTÉ should discuss with EBU.  In any case we do not see this as a significant issue and we are not recommending that RTÉ should necessarily increase the number of such services. 
Figure 2.1: Number of Television, Radio and Website Services provided by PBS Organisations in a Sample of EU Member States 2006
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Source: EBU, RTÉ.
Figure 2.2 provides information on the number of (permanent) staff per million population for a sample of PSB broadcasters. As can be seen from the graph, RTÉ has a relatively high permanent staff ratio (the third highest after Switzerland and Finland).  RTÉ do not believe headcount per million population is a good benchmark.  Indecon agrees there are deficiencies in this benchmark and would be supportive of RTÉ developing more refined benchmarks. 
Figure 2.2: Number of Permanent Staff per Million Population for PSB Broadcasters in a Sample of Countries 2006.
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Source: EBU, RTÉ, Indecon (Finland, New Zealand and UK).
However, one needs to exercise a degree of caution in relation to the ratio of staff to population as a tool in illuminating levels of efficiency with respect to personnel costs.  Two countries with the same population might vary greatly in the hours/quality of PSB that is expected/provided.  It would be reasonable to expect that (all other factors being equal) the greater the volume and quality of the public service provision, the greater the justification for higher staff numbers, irrespective of the relationship to population size.

Switzerland is a small nation and, we understand, supports three PSB bodies - for the German, French and Italian speaking populations respectively.  This produces a tripling of programming and other overheads, and a consequently higher staff/population ratio.  Thus, the presence of Switzerland in the chart above may have a distorting effect.
In the UK, at the other end of the population scale, the BBC likewise has a federal structure, with central management and their related costs replicated in London, Belfast, Cardiff and Glasgow, together with substantial English regional operations in Birmingham, Bristol, Manchester, Newcastle and elsewhere.  It is generally understood that the BBC provides a higher number of radio and television services than other public service broadcasters, including a wide portfolio of local radio stations, and a major internet operation.  The staff figures normally used also include the staff of the World Service, which is in fact funded by the UK Foreign Office.  The staff/population ration for the BBC is therefore likely to be much higher than for public service broadcasters in other countries with big populations.
Figure 2.3 illustrates the percentage of total funding provided by government. It is clear from this graph that RTÉ receives a smaller percentage of its total income directly from the government when compared to other PSB broadcasters.  Less than half of RTÉ’s annual income comes from the Licence Fee.  However the differences in market size, range of programmes, potential advertising markets and restrictions on the ability of broadcasters to compete in non-restricted way in advertising are considerable.  Care therefore is needed in interpreting the figures, which also reflect the very high market share held by RTÉ in Ireland. 
Figure 2.3: Percentage of Total funding provided by Government for PSB Organisations in a Sample of Countries 2006
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Source: EBU, RTÉ, Indecon (Canada, New Zealand and UK).

The market share of PBS broadcasters included in the sample is provided in Figure 2.4  below.  Whether one considers RTÉ’s aggregate television market share, or that of its main television channel (RTÉ One), it is clear that RTÉ has the second and third highest share respectively.  
Figure 2.4: Market Share of PBS Television Broadcasters in a Sample of EU Member States 2006
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Source: EBU, RTÉ.
Further to the above, we also considered whether television market share might be related to the proportion of total funding due to public funding.  The results of this analysis are presented in Table 2.6 below. 

A regression equation was run with percentage market share as the dependent variable and percentage government funding as the independent/explanatory variable. The results show a negative coefficient on the explanatory variable, although the coefficient was not statistically significant and the resultant R2 statistic was less than 20%.
	Table 2.6: Estimated Regression Equation of the Total TV Market share of Selected PBS Broadcasters and the Proportion of Total Funding provided by Government.

	Dependent Variable – Market Share

	Model
	Explanatory Variable
	Coefficient
	Absolute Value of t-ratio
	Adjusted R-Squared
	Sample Size

	All Obs
	% Government Funding TV
	-0.26719
	-1.46
	0.1750
	12

	
	Constant
	49.81323
	4.12**
	
	

	
	
	
	
	
	

	Without Outliers
	% Government Funding TV
	-0.51078
	-3.65**
	0.6246
	10

	
	Constant
	63.68583
	7.2**
	
	

	Source: EBU Guides, Volume 4: EBU Members' Key Financial and Personnel data (November 2006), based on figures for 2005. EBU Guides, Volume2: EBU Members Audience Trends (June 2006) based on figures for 2005 (provided by RTÉ), Indecon Analysis.
Note: * and ** denotes significance at the 5% and 1% levels respectively. 


However, when the two outliers, highlighted in Figure 2.5, were removed the performance of the regression improved remarkably.
 The Coefficients of this regression equation are significant at the 1% significance level and the r-squared statistic of 0.62 indicated that 62% of the variation in the dependent variable is explained by one variable. 
Figure 2.5: Regression Analysis of the Relationship between the Proportion of Total Funding Provided by Government and the Total TV Market Share of Sample of PBS Broadcasters
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Source::  Indecon Analysis of data provided by RTÉ.
The results of the regression analysis suggest that those PBS broadcasters who receive a large proportion of their income from government tend to have lower television market share on average (however, the direction of causality may be open to debate).  There are of course PSB broadcasters such as BBC who are funded by public services and continue to attract significant audiences.  RTÉ licence fee, as a percentage of annual Revenue, is influenced by the success of RTÉ in maintaining a significant market share and its success in generating advertising revenue.  The advertising revenue success is, in turn, influenced by its investment in programming which appeals to Irish audiences.
Figure 2.6 below shows radio market share of PSB broadcaster in the sample. The results reveal that RTÉ’s performance is relatively low (in an international context) compared to the countries for which data is available.  This in part reflects the competitive context and RTÉ services compete with over 30 others licensed at national and local level. 
Figure 2.6: Market Share of PBS Radio Broadcasters for Sample of EU Member Countries 2006
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Note: Market share of the top radio channel in Switzerland not available.

2.4.3 Summary of International Context

While the comparisons between RTÉ and the PSB organisations in the other countries reported above do not constitute a formal/detailed benchmarking exercise, and so should not be interpreted as such, we consider the results to be sufficiently interesting and relevant to be presented in this report.  Overall, the comparisons suggest that RTÉ’s activities as a PSB organisation are comparable with its counterparts in other countries with RTÉ fairing well in most categories (although none of the tables or charts given above are, or should be interpreted as, a ‘league table’).  

A conclusion that we feel can be drawn from the results is that it may be possible and feasible to undertake a more detailed benchmarking exercise, which we consider could be potentially useful for RTÉ in terms of gauging international trends and developments (whilst accepting that there are differences in countries and among PSB organisations). 

3 Review of RTÉ Corporate Commitments 2006

3.1 Introduction

This section examines the progress made during 2006 by RTÉ in fulfilling its Corporate Commitments as pledged in the Statement of Commitments 2006 document. 

3.2 Review of Corporate Commitments 2006

RTÉ’s Corporate Commitments are broad aims relating to the general operation of the organisation. These commitments must be implemented in a way that is compatible with its other, more specific commitments, including the commitments relating to Greater Openness, Transparency and Accountability and Change Management as well as the organisation’s Output Commitments.

RTÉ’s ten Corporate Commitments for 2006 and its progress in fulfilling these are presented in Table 3.1 below.  It is seen that RTÉ has generally been successful in achieving it Corporate Commitments.  This reflects the fact that 2006 can be considered to have been another generally successful year for the organisation in terms of activities and developments.  This should not be interpreted, however, as meaning that a great deal of further progress could and should be made. 

RTÉ has broadly succeeded in implementing the second year of its Guiding Principles – Implementing the Public Service Broadcasting Charter document, where key actions by the following four Integrated Business Divisions (IBDs) have included the following.

1. RTÉ News and Current Affairs: maintaining and developing its high quality journalism and current affairs production independent of outside interests – particular highlights in 2006 have included continued broadcasting of high quality analytic investigative current affairs programming, special event coverage of major national occasions and the introduction of significant technological change in terms of editing and computer systems.

2. RTÉ Television: maintaining its position as Ireland’s leading broadcaster of television programmes while continuing to fulfil its strong public service remit – as we shall see in our review of Output Commitments in Section 4, RTÉ has broadcast a number of award-winning programmes in 2006 and its national peak-time share of audience (adults aged 15 years and above) increased slightly in 2006.

3. RTÉ Radio: continuing to set high the standard for excellence in Irish radio and serve the listener – in 2006 RTÉ’s National Listenership Share declined. Trails of digital audio broadcasting and a more sophisticated audience measurement system began.

4. RTÉ Publishing: providing RTÉ content in electronic, digital, telephonic and print formats – during the year, RTÉ has maintained the position of the RTÉ Guide as Ireland’s biggest selling weekly magazine and introduced Podcasting services in both Video and Audio formats.

	Table 3.1: Review of RTÉ Corporate Commitments 2006

	Corporate Commitment
	RTÉ Progress

	1. Focus on year two of Guiding Principles – Implementing the Public Service Broadcasting Charter. Ensure RTÉ fulfils the requirements of the Charter and reports on same. The third and final edition of Guiding Principles – Implementing the Public Service Broadcasting Charter will be published at the end of 2006. 
	Commitment achieved.

	2. Continue to work with the Department of Communications, Marine and Natural Resources to facilitate the development of the most appropriate Digital Broadcasting Strategy for Ireland which is likely to include DTT. Facilitate appropriately the pilot DTT announced by the Minister.
	Commitment achieved.

	3. Have our position on Corporate Social Responsibility considered by the new Authority during quarter 1 and published as soon as possible afterwards.
	Commitment achieved.

	4. Ensure RTÉ is in a position to meet fully all the requirements of the Official Languages Act 2003 once introduced
	Commitment achieved in so far as possible. RTÉ not yet designated under Official Languages Act 2003.

	5. Facilitate the work of DCMNR and Oireachtas Éireann in the development of broadcasting legislation
	Commitment achieved so far as possible. RTÉ played a full role in eConsultation (with the Joint Committee on Communications, Marine and Natural Resources), which is ongoing at this time.

	6. Submit, by April 2006, to DCMNR the new strategic plan for RTÉ approved by the Authority
	Commitment achieved.  Submitted end of March 2006.

	7. Support DCMNR as it devotes the resources necessary to ensure that Ireland plays a full part in the review of the Television Without Frontiers Directive.
	Commitment achieved.

	8. Ensure availability on the internet of an updated version of the RTÉ Producers Guidelines.
	Commitment achieved.

	9. Ensure RTÉ adapts as necessary to meet new requirements taking effect under disability legislation with effect from 31 December 2005. 
	Work in progress, on schedule for full compliance by due date.

	10. Work with DCMNR, ComReg and all other appropriate authorities to try to ensure a favourable outcome for Ireland at the International Spectrum Conference in 2006.
	Commitment achieved.  Satisfactory result achieved for Ireland.

	11. Ensure corporate sponsorships continue to deliver maximum output opportunities for Integrated Business Divisions (IBD) and seek name sponsorship where appropriate. Continue to work with Metro Éireann and the Amateur Drama Council of Ireland doing the MAMA Awards and the RTÉ Amateur Drama Festival respectively. 
	Commitment achieved.

	12. Maintain the high level of accountability and transparency developed over recent years
	Commitment achieved

	Source: RTÉ Statement of Commitments 2006 and Indecon analysis.


3.3 Ongoing High-Level Actions

Areas where further work into 2007 will be required include: 

· Ensuring that RTÉ adapts as necessary to meet new requirements taking effect under recently enacted disability legislation (including catering for people with hearing difficulties); 

· RTÉ being in a position to meet fully all of the requirements of the Official Language Act; and 

· Facilitating the work of the Department in the development of a new legislative framework for RTÉ and other Irish regulated broadcasters.

Other key actions in the forthcoming year include:

· Implementation of digital television and radio broadcasting;

· Interacting with and learning from with other broadcasting organisations (both EU and non-EU), which we believe will aid in benchmarking and adoption of sound practices within RTÉ as a way of further improving its performance.

4 Review of RTÉ Output Commitments 2006

4.1 Introduction

This section provides quantitative and qualitative analyses of RTÉ’s output performance against its 2006 Output Commitments for the following four IBDs:

· RTÉ Television;

· RTÉ Radio;

· RTÉ Publishing; and

· RTÉ Performing Groups.

At the end of this section, based on the analyses undertaken, we comment on the ‘reasonableness’ of the Output Commitments.

4.2 RTÉ Television

4.2.1 Introduction

RTÉ interprets its PSB remit in terms of broadcasting indigenous programming output and within that there is an increasing emphasis on commissioned (indigenous) programming (which we also examine in our review of Financial Results in Section 5).  

In this way, RTÉ’s television commitments are made with respect to indigenous programming output and the following analyses compare actual outputs against the RTÉ targets specified at the beginning of the year, with the emphasis on home-produced material in mind.  In considering output targets it is important to place this within the context of RTÉ scheduling.  For example, the underachievement of RTÉ television drama in 2006 was due to the move of the Fair City Omnibus which was done for valued scheduling reasons.  This highlights however the limitations of placing too much focus on measuring precise output commitments. 
4.2.2 RTÉ One – Peak-Time

In Table 4.1 below, we present data comparing RTÉ One output performance to output commitments at peak-time (between 6pm and 11.29pm) across a number of genres for each year during the period 2002-2006.
In previous years, RTÉ had only missed its overall output commitment on two occasions, namely in 2002 and 2003.  The analysis shows that RTÉ exceeded its targets in the Drama and Factual genres in 2006. However, the targets for the Entertainment and Music and News and Current Affairs genres have been missed by 16 and 1 hour respectively. This is the first year that RTÉ One missed two output commitments in the same year. In spite of this, the total hours target was exceeded. In 2006, actual hours grew by just 51 hours (3.8%) relative to 2005.

	Table 4.1: RTÉ One Television Output Performance against Output Commitments by Genre at Peak-Time 2003-2006

	
	Peak Time (18:00-23:29)

	
	2003
	2004
	2005
	2006

	Genre
	Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours

	Drama
	129
	131
	110
	117
	117
	125
	125
	127

	Factual
	321
	333
	300
	317 **
	353
	361
	353
	385

	Ent & Music
	222
	224
	200
	233
	240
	266
	298
	282

	News/CA
	531 *
	527
	530
	582 **
	557
	582
	592
	591

	Total Hours
	1,203
	1,215
	1,140
	1,249
	1,267
	1,334
	1,368
	1,385

	Source: 2003 and 2004 (min target) hours from 2004 Review; 2004 actual hours from 2005 Statement of Commitments; 2005 and 2006 min target hours from the RTÉ Key Performance Indicator Report Year End 2006; 2006 actual hours from RTÉ Key Performance Indicator Report April 2007.

* The 2003 target hours for News/CA was originally 594 hours but was restated during the year with the Department (see p. 21 of the RTÉ Annual Report 2003)

** The 2004 actual hours were restated to include Weather in News/CA and exclude from Factual in line with agreed classification into the future (27 hours).


Figure 4.1 illustrates the percentage differences between actual and target hours by genre at peak-time for each of 2002, 2003, 2004, 2005 and 2006 (where the differences are based on RTÉ’s estimated actual hours for the full year relative to the target hours).  The graph also shows the percentage difference between actual and target hours relating to total hours as well as for the four genres.  It is apparent from the graph that RTÉ’s performance in meeting/exceeding its published television targets in 2006 has been much more modest compared with the previous two years, apart from the Factual genre where actual hours exceeded target hours by 9.1%.  

Figure 4.1: Percentage Differences between Actual and Target Hours for RTÉ One Television by Genre at Peak-Time 2002-2006
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Source: Indecon analysis based on data in Table 4.1 and 2002 data from the 2005 Licence Fee Review by Indecon.
Programme highlights in 2006 included Factual programmes such as a documentary series on Islam and the lives of junior doctors, and documentaries such Arts Lives and Hidden History.  In the Entertainment and Music genre, the Late Late Show and Tubridy Tonight remained popular. Killnaskully: A Christmas Concert was the fourth most popular programme of the year.  Within the Drama genre, highlights on RTÉ One during peak-time in 2006 included Stardust, Fallout and Legend.  The popular medical drama, The Clinic, also continued.  It should be noted that RTÉ’s Drama output includes   Fair City, which is broadcast weekly in four half-hour instalments, meaning that this programme accounts for over 100 hours of Drama during the year or over 79% of the actual level of Drama (127 hours) for 2006.  While Fair City may be more closely aligned with soap opera (such as Coronation Street or East Enders) than pure drama, it nevertheless deals with a number of relevant social issues in contemporary Ireland in a serious and often dramatic manner.

4.2.3 Analysis of Specific Programme Commitments

Indecon has also undertaken an analysis of progress on specific programme commitments made by RTÉ One at peak-time using other detailed data obtained from RTÉ during the review exercise.  The results are summarised in Table 4.2.

	Table 4.2: RTÉ Output Performance regarding Specific Programme Commitments by Genre for RTÉ One Television at Peak-Time 2006

	Genre
	% of Programmes Specifically Identified

	
	Target Achieved
	Missed Target
	Total

	Drama
	100.0
	0.0
	100

	Factual
	100.0
	0.0
	100

	Ent & Music
	94.6
	5.4
	100

	News/CA
	100.0
	0.0
	100

	Source: Indecon analysis of RTÉ data from RTÉ Key Performance Indicator Report Year End 2006.


The total target hours for the Factual genre were exceeded in spite of this. Otherwise all specifically identified programmes were produced as promised. 

4.2.4 RTÉ Two – Peak-Time

A comparison of RTÉ Two output performance by genre showing the ‘target’/‘minimum target’ hours and the actual hours broadcast at peak-time (6pm-11.29pm) during 2002-2006 is presented in Table 4.3 below.
	Table 4.3: RTÉ Two Television Output Performance against Output Commitments by Genre at Peak-Time 2003-2006

	
	Peak Time (18:00-23:29)

	
	2003
	2004
	2005
	2006

	Genre
	Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours

	Drama
	33
	61
	40
	56
	20
	54
	138
	55

	Factual
	87
	42
	NC
	54
	40
	51
	44
	69

	Ent & Music
	95
	127
	80
	90
	95
	126
	107
	124

	News/CA
	73
	70
	73
	94 *
	78
	80
	80
	72

	Total Hours
	288
	300
	193
	294
	233
	311
	369
	320

	Source: 2003 and 2004 (min target) hours from 2004 Review; 2004 actual hours from 2005 Statement of Commitments; 2005 and 2006 min target hours from the RTÉ Key Performance Indicator Report Year End 2006; 2006 actual hours from RTÉ Key Performance Indicator Report April 2007.

** The 2004 actual hours were restated to include Weather in News/CA and exclude from Factual in line with agreed classification into the future (11 hours).


What is striking about the data is the large increase in total target hours for 2006 relative to the previous years. The majority of this emanates from RTÉ’s target for Drama of 138 hours in 2006, up by 590% on the previous year’s target of 20 hours. Clearly, this was a very ambitious target, and it is perhaps not surprising that RTÉ did not achieve it. In 2006, only 55 hours of drama were produced. The target hours for all the other genres were achieved although the targets for these were far more conservative. Despite this, the actual total hours were 49 hours below the minimum target hours. This represents an increase of just 9 (2.9%) hours on the previous year. RTÉ Two had met or exceeded all of its targets in both 2004 and 2005.

Using the data presented in Table 4.3, the bar chart in Figure 4.2 illustrates by genre (and Total hours) the percentage differences between actual and target hours for 2002-2006.

Figure 4.2: Percentage Differences between Actual and Target Hours for RTÉ Two Television by Genre at Peak-Time 2002-2006
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Source: Indecon analysis based on data in Table 4.2.
Programme highlights on RTÉ Two at peak-time in 2006 included new Drama such as Legend, Entertainment programmes such as Tommy Tiernan Loose and the Factual programme No Experience Required. 
4.2.5 Analysis of Specific Programme Commitments

In Table 4.4, we present an analysis on progress made by RTÉ regarding specific programme commitments on RTÉ Two at peak-time in 2006.
	Table 4.4: RTÉ Output Performance regarding Specific Programme Commitments by Genre for RTÉ Two Television at Peak-Time 2006

	Genre
	% of Programmes Specifically Identified

	
	Target Achieved
	Missed Target
	Total

	Drama
	39.85
	60.15
	100

	Factual
	100.0
	0.0
	100

	Ent & Music
	100.0
	0.0
	100

	News/CA
	88.8
	11.2
	100

	Source: Indecon analysis of RTÉ data from RTÉ Key Performance Indicator Report Year End 2006.


We understand that the missed target for the Drama category was the result of RTÉ not being able to broadcast a new original comedy-drama series aimed at a 15-34 year old audience.

4.2.6 RTÉ One and RTÉ Two – All-Day


Table 4.5
 below examines the output performance of both RTÉ One and Two Television all-day during 2004-2006.

Both the minimum target hours and actual hours increased in 2006, thus recovering and exceeding the levels that had been set and achieved in 2004. The minimum target hours and actual hours for 2005 were generally appreciably lower than the actual hours achieved in 2004. There was also a large increase in the number of hours of subtitling in 2006, which we consider to be a very positive outcome in terms of RTÉ’s role in respect of catering for people who are hard of hearing.

	Table 4.5: RTÉ One & RTÉ Two Television Output Performance against Commitments by Genre All-Day 2004-2006

	
	2004
	2005
	2006

	Genre
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours
	Min Target Hours
	Actual Hours

	Young Peoples'
	600
	720
	720
	738
	761
	889

	Sport
	900
	1,029
	700
	767
	765
	899

	News/CA
	1,000
	1,127
	1,080
	1,128
	1,090
	1,210

	Total Hours
	2,500
	2,876
	2,500
	2,633
	2,616
	2,998

	
	
	
	
	
	
	

	Subtitling
	3,200
	4,049
	4,500
	4,820
	4,850
	5,970

	Source: 2004 (minimum target) hours from 2004 Review; 2004 actual hours from 2005 Statement of Commitments; 2005 actual hours and 2006 target hours  from RTÉ Key performance Indicator Report Year End  2006. 2006 actual from RTÉ Key Performance Indicator Report April 2007.

Note: Actual sport hours in 2004 (1,029 hours) included Olympic Games and European Championships.


The percentage differences between actual and target hours for both RTÉ One and Two Television all-day 2004-2006 are illustrated in Figure 4.3.

According to the graph, RTÉ exceeded its Output Commitments in 2006 in all genres (Young Peoples’, Sport and News and Current Affairs plus Subtitling as well as Total hours). 
Figure 4.3: Percentage Differences between Actual and Target Hours for RTÉ One and RTÉ Two Television by Genre All-Day 2004-2006
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Source: Indecon analysis based on data in 
Table 4.5
.
Programmes highlights during all-day on RTÉ One and Two in 2005 included, in the case of News and Current Affairs, Prime Time, Questions and Answers, Nationwide and The Week in Politics.  Sporting highlights included the GAA Championships (hurling and football), international and domestic soccer, rugby and coverage of minority sports, including outside broadcast (OB) sport. 
In the Young People’s genre, there was special school holiday programming such as The Memoriser, a memory game for children. RTÉ news programmes, Prime Time, The Late Late Show, Fair City as well as new Irish programmes such as Stardust and Fallout, were subtitled.  

4.2.7 Analysis of Specific Programme Commitments

In Table 4.6 below, we examine the progress made by RTÉ regarding specific programme commitments on both RTÉ One and Two Television all-day in 2006.  It is seen that RTÉ fulfilled all of its targets by genre in this regard.

	Table 4.6: RTÉ Output Performance regarding Specific Programme Commitments by Genre for RTÉ One and RTÉ Two Television All-Day 2006

	Genre
	% of Programmes Specifically Identified

	
	Target Achieved
	Missed Target
	Total

	Young Peoples'
	100.0
	0.0
	100

	Sport
	100.0
	0.0
	100

	News/CA
	100.0
	0.0
	100

	
	
	
	

	Subtitling
	100.0
	0.0
	100

	Source: Indecon analysis of RTÉ data.

Note: As of October 2006.


4.2.8 RTÉ Sports Programmes

Sporting events continue to be a major feature of Irish broadcasting, and in particular of RTÉ’s output.  An analysis of RTÉ Television’s sports broadcast output (hours) for the years 2003-2006 is presented in Table 4.7 below.  The earlier years’ figures show coverage of major events, the largest being the Olympics Games 2004 (in which 219 hours of sport were broadcast).

Coverage of soccer continues to the largest single area of RTÉ’s sports coverage. Even excluding the World Cup in 2006, almost 30% of total sports coverage was devoted to soccer in that year.  It is seen from the table that since 2004, the share of all sports covered devoted to soccer has risen (where it now constitutes almost one-third of the total sports coverage on RTÉ Television).  The vast majority of soccer coverage is overseas-based (including the English Premiership and the European Champions League).  On the other hand, coverage of domestic soccer (which includes the eircom League and the FAI Cup) accounts for a very small share of overall sports coverage by RTÉ – 2.3% in 2006 (excluding the World Cup), although the coverage devoted to domestic soccer has risen slightly from the levels in 2003 and 2004 (c. 1.5%).
After Soccer, the next biggest sporting category covered by RTÉ is the GAA, which includes a wide variety of live and highlights events. Coverage of GAA events declined slightly by 3 hours in 2006. 

The addition of OB Sport (15 hours in 2006, up from 8 hours in 2005) has increased the potential for minority sports to receive coverage (although there was no coverage of snooker in 2006, after hours of 20-25 in 2003-2005. 

The overall number of hours of sport in 2006 (including the World Cup) was 899. The sports rights market in Ireland, and globally, is becoming increasingly challenging as illustrated, for example, by the Ryder Cup 2006. Despite being held at the K Club in County Kildare, it was not possible for RTÉ to obtain rights to broadcast live coverage of this important event for Ireland, although the opening ceremony was shown live and delayed broadcasts were shown in the evening. 

	Table 4.7: RTÉ Television Sports Broadcast Output 2003-2006

	[image: image18.emf] 2003  200 4  2005  2006  2006 excl World Cup   Sport   Hours   %  Hours   %  Hours   %  Hours   %  Hours   %   Soccer  -  excluding Eircom  League, Domestic Soccer &  FAI Cup  183  22.62%  190  18.46%  222.5  29.0%  353.5  39.3%  231  29.7%   Eircom League, Domestic  Soccer & FAI Cup)  11  1.36%  16  1.55%  17.5  2.3%  17.5  1.9%  17.5  2.3%   Euro Soccer 2004        72  7.00%                     GAA  187  23.11%  148  14.38%  169  22.0%  166  18.5%  166  21.4%   Rugby  137  16.93%  78  7.58%  92  12.0%  96  10.7%  96  12.4%   Horse Racing   67  8.28%  68  6.61%  77  10.0%  78  8.7%  78  10.0%   Grand  Prix / Moto GP   95  11.74%  97  9.43%  36  4.7%  41  4.6%  41  5.3%   Golf  40  4.94%  29  2.82%  33  4.3%  40  4.4%  40  5.2%   Snooker  25  3.09%  24  2.33%  23  3.0%  0  0.0%  0  0.0%   Archive  9  1.11%  24  2.33%  15  2.0%  15  1.7%  15  1.9%   Basketball   6  0.74%  7  0.68%  14  1.8%  10  1.1%  10  1 .3%   Equestrian   19  2.35%  18  1.75%  10  1.3%  10  1.1%  10  1.3%   Hockey  2  0.25%  5  0.49%  10  1.3%  2  0.2%  2  0.3%   Boxing   1  0.12%  0  0.00%  8  1.0%  8  0.9%  8  1.0%   Sports Monthly / OB Sport   9  1.11%  9  0.87%  8  1.0%  15  1.7%  15  1.9%   Athletics  2  0.25%  3  0.29%  5  0.7%  13  1 .4%  13  1.7%   Other Minority Sports   16  1.98%  22  2.14%  27  3.5%  34  3.8%  34  4.4%   Olympics         219  21.28%                     Total  809  100%  1029  100%  767  100%  899  100%  776.5  100%    



	Source: Indecon analysis of RTÉ data.


4.2.9 RTÉ One and RTÉ Two – Indigenous and Acquired Programming at Peak-Time

The Public Service Broadcast Charter requires that RTÉ make provision for “schedules which provide significant original content and which provide a showcase for home production.” The extent to which RTÉ fulfils this requirement can be gauged by examining the proportion of the schedule accounted for by indigenous and acquired output. This analysis has been conducted for RTÉ One and RTÉ Two at peak-time and the results for 2002-2006 are presented below in Table 4.8 and in the subsequent three charts (Figure 4.4-Figure 4.6). 
The numbers in Table 4.8 indicate that number indigenous programming hours on RTÉ One grew at compound annual growth rate or CAGR of 3%. With a CAGR of 7%, the rate of increase in indigenous programming hours on RTÉ Two was even faster in spite of a decline in 2005.  The CAGR for the combined channels was 5%.

In contrast, the number of acquired programme hours (acquired programmes being bought-in, e.g. Friends) has been in decline in both RTÉ One and Two Television over the course of the period (respective CAGRs of -9% and -3%). Table 4.8 illustrates that the pattern of indigenous to acquired programming (at peak-time on RTÉ Television) is in line with RTÉ targets in that the indigenous content has been growing and the acquired falling since 2002.  Thus, during peak-time at least, RTÉ’s can be said to have fulfilled its obligations.

	Table 4.8: RTÉ One & RTÉ Two Television Indigenous and Acquired Hours at Peak-Time 2002-2006

	
	Peak Time (18:00-23:29)

	
	2002
	2003
	2004
	2005
	2006
	CAGR%

	Indigenous RTÉ One
	1,211
	1,235
	1,252
	1,340
	1,388
	3

	Acquired RTÉ One
	621
	584
	555
	464
	430
	-9

	Indigenous RTÉ Two
	515
	514
	642
	623
	672
	7

	Acquired RTÉ Two
	1,200
	1,206
	1,091
	1,098
	1,064
	-3

	Total Indigenous
	1,726
	1,749
	1,894
	1,963
	2,060
	5

	Total Acquired
	1,821
	1,790
	1,646
	1,562
	1,494
	-5

	Source: 2002-2004 figures from 2004 Review; 2005 and 2006 figures from RTÉ, Indecon analysis.



The steadily increasing share of indigenous hours (peak-time RTÉ One and RTÉ Two) to a high of 58% at the end of 2006 is important for the digital future.  In all mature broadcasting markets with a national broadcasting capacity, audiences are showing a clear preference for indigenous over acquired material.

Figure 4.4
 shows the indigenous and acquired shares of total hours on both RTÉ One and Two at peak-time during 2002-2005.  Since all hours must are filled with either indigenous or acquired content, the two series move in the opposite direction to each other. The graph highlights the extent to which indigenous content has grown and acquired content has fallen.  In 2006 indigenous hours will accounted for 58% of all hours broadcast on both channels at peak-time, while acquired hours will accounted for 42%.
The steadily increasing share of indigenous hours (peak-time RTÉ One and RTÉ Two) to a high of 58% at the end of 2006 is important for the digital future.  In all mature broadcasting markets with a national broadcasting capacity, audiences are showing a clear preference for indigenous over acquired material.

Figure 4.4: Shares of Indigenous and Acquired Hours on RTÉ One & RTÉ Two Television at Peak-Time 2002-2006
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Source: Indecon analysis based on data in Table 4.8.
From Figure 4.5 it is clear that, throughout the period 2002-2006, RTÉ One has had a higher proportion of indigenously produced content than RTÉ Two. RTÉ One currently accounts for approximately two-thirds of all indigenous content at peak-time. However, over the period the proportion of indigenous broadcast on RTÉ Two has grown from 30% in 2002 to 33% in 2006.
Figure 4.5: Shares of Indigenous Hours on RTÉ One & RTÉ Two Television at Peak-Time 2002-2006

[image: image20.emf]0

10

20

30

40

50

60

70

80

2002 2003 2004 2005 2006

% Share

RTÉ One Share of Indigenous Hours at Peak-Time (%) RTÉ Two Share of Indigenous Hours at Peak-Time (%)


Source: Indecon analysis based on data in Table 4.8.
The corollary of the situation regarding indigenous shares is that relating to acquired content, which is illustrated in the next chart (Figure 4.6). This shows how RTÉ One’s and RTÉ Two’s shares of all acquired hours at peak-time have changed during the period. RTÉ Two presently accounts for about two-thirds of all acquired content broadcast during peak-time and the relative positions of the two stations have changed little since 2002.

Figure 4.6: Shares of Acquired Hours on RTÉ One & RTÉ Two Television at Peak-Time 2002-2006
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Source: Indecon analysis based on data in Table 4.8.
In summary, RTÉ One broadcasts more indigenous content than RTÉ Two and the ratio of indigenous to acquired content on RTÉ Television at peak-time has been increasing since 2002, thus better fulfilling the organisation’s objectives and requirements.

4.2.10 RTÉ Television – Programme Highlights 2006

Tabular Assessment of Programmes by Qualitative Indicators

A central aspect of RTÉ’s performance is the quality of its programme output. In order to examine the more qualitative aspects of RTÉ’s programming during 2006, we have undertaken an assessment of programme highlights during the year (by genre), taking account of the following qualitative indicators:

· Originality;

· Experimentation;

· Risks in creativity;

· Maintain and develop on-air talent;

· Other new talent; and

· High standards and quality.

The results (presented in the Annex) are consistent with the format presented in the 2005 Review.  Our overall assessment is that RTÉ is maintaining high standards of quality in its indigenous broadcasting content and therefore is in general discharging its PSB remit in output terms (our analysis of costs associated with television output is presented in Section 5).
However, the following qualifications, which were also relevant in respect of the 2005 Review, are worth highlighting.

First, RTÉ does not publish independent market research on audience perceptions of quality relating to its television programmes on a systematic basis (although we are aware of publicly available Audience Council communiqués on RTÉ’s website, these do not contain any survey-based market-based results).  This is dealt with further in Section 6.
Second, by its very nature, an assessment of qualitative aspects of programming is subjective and judgemental, particularly in the absence of any independent market research on audience perceptions of how quality has changed during the year.

Third, in terms of ‘innovation’ in television programming, RTÉ may be more an ‘adopter’ of existing technologies than an innovator in the pure sense of the word.  In particular, ‘innovation’ in the context of the present review tends to take place via applying existing technologies to produce programmes with a distinctively Irish feel, with new ideas in programme content.  This strategy is, in our view, appropriate for a relatively small broadcaster like RTÉ with a particular focus to its PSB remit (i.e. indigenous content) and we are in no doubt that the organisation in 2006 has continued to produce very high quality programmes in the key areas of Drama, Factual and News/Current Affairs as well as in the sporting dimension.  It is imperative that this strategy is continued by RTÉ, owing to the increasingly competitive nature of the television environment in Ireland.
RTÉ Television – Awards Received in 2006

As a further input into examining RTÉ’s television highlights in 2006, Table 4.9 shows the main awards received by RTÉ television programmes in 2006.

Of the 16 (major) awards received in 2006, 11 were awarded at the Irish Film & Television Awards (IFTA).  Two of the other three awards were overseas-based events.  We understand that RTÉ received 39, 24 and 23 awards in total in 2003, 2004 and 2005 of which 10, 10 and 11 in each year were awarded by IFTA.
Judged in terms of the key IFTA awards, 2006 has been a successful year for RTÉ Television and particularly for the critically acclaimed drama series Pure Mule, which has accurately depicted young adult life in small town, contemporary Ireland.
	Table 4.9: RTÉ Television Awards Received 2006 – Selection of Awards

	Awarding Body
	Award
	RTÉ Programme

	Irish Film & Television Awards (IFTA)
	Best Actor
	Pure Mule

	
	Best Actress
	Pure Mule

	
	Best Supporting Actor
	The Clinic

	
	Best Supporting Actress
	Pure Mule

	
	Best Director TVDrama
	Pure Mule

	
	Best Drama Series
	Love is the Drug

	
	Best Sound in Film/TV Drama
	Pure Mule

	
	Best Lifestyle Programme
	Show me the Money

	
	Best Current Affairs Programme
	Prime Time Investigates: Home Truths

	
	Best Entertainment
	Stew

	
	Best Single Documentary
	John McGahern: A Private World

	Celtic Film & Television Festival 2007
	Best Arts Documentary
	John McGahern: A Private World

	
	Best Entertainment Series
	Stew

	
	Best Short Drama
	Jelly Baby

	
	Best Sports Profile
	Final Words – Hurling 04

	International Visual Communications Association
	Clarion Special Award for Outstanding Achievement
	Beckett 100

	Source:  RTÉ.

Does not include all awards.


4.2.11 RTÉ Television – Market Share Performance

Introduction

RTÉ’s Statement of Commitments and Guiding Principles documents place considerable emphasis upon the aim of maintaining its position as Ireland’s premier television broadcaster. The organisation considers this objective to be both compatible with, and complementary to, fulfilling its PSB mandate. Thus, it is necessary to undertake an examination of RTÉ’s market share and to compare its performance with that of previous years and competitor broadcasters.

The analysis utilises the following two market share measures – national individual all-day channel shares (2005-2006) and national individual peak-time channel shares (2005-2006).
  Given that most of most of RTÉ indigenous content is scheduled during peak-time (between 6pm and 11.29pm), it seems sensible that somewhat more weight be attached to the latter market share metric.

National Individual All-Day Channel Shares
Figure 4.7 below shows the national individual all-day channel market shares in Ireland for 2005 and 2006 for RTÉ Television channels stations and their principal rivals in the Irish television market.  

In 2006, RTÉ One and Two had market shares of 25.5% and 13% respectively.  However, while RTÉ Two’s market share increased by 0.9% percentage points during 2006, RTÉ One’s market share declined (marginally) by 0.2%.  It should be noted, however, that TV3 and the UK terrestrials also experienced declines in their respective market share over the same period.  The general trend over the last number of years has been away from terrestrial channels and towards the ‘others’ category which includes the satellite and cable channels. 

Figure 4.7: National Individual All-Day Channel Shares Ireland  2005 and 2006
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Source: AGB Nielson Media Research (as provided in RTÉ Annual Report 2006, p. 7).
The increase in RTÉ Television’s overall market share in 2006 (on the basis of national individual all-day channel shares) reflects the performance of the Television IBD over the last 12 months (2006 combined market share was 38.5%).  (This ‘recovery’ halts a period of decline in RTÉ Television’s market share since 2002.)  The rise in satellite and cable channels among Irish households means that RTÉ will continue to face a tough challenge in competing with other channels.

National Individual Peak-Time Channel Shares
Turning to national individual channel shares at peak-time, Figure 4.8 illustrates the trend during 2005-2006 in RTÉ One and Two and its main competitors in Ireland.  Peak-time is where most of RTÉ’s home-produced content is scheduled. The graph below shows that the trend in audience share at peak-time has been upward for RTÉ Two but marginally down for RTÉ One’s peak-time audience share.  TV3’s and the UK terrestrial channels’ shares declined while there has been an increase in the peak-time market share of channels in the ‘Others’ category (including satellite and cable channels).
The picture of the peak-time television market that emerges from the data is one of strong competition. The growth in RTÉ’s overall peak-time audience is likely to be reflective of RTÉ’s overall market position and its Television scheduling as well as its strategy of focusing on broadcasting high quality indigenous content, as this is what permits RTÉ to differentiate itself from its rivals in the market.  The performance of RTÉ in terms of its market share also puts it in a strong position to maintain its success regarding advertising revenue, the single biggest source of its commercial income.
Figure 4.8: National Individual Peak-Time Share Channel Shares in Ireland 2005-2006
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Source: AGB Nielson Media Research (as provided in RTÉ Annual Report 2006, p. 7).
4.3 RTÉ Radio

4.3.1 Introduction

RTÉ Radio’s Output Commitments are structured in a similar way to its Television Commitments and so the methodology applied above is amenable to appraising the Output Commitments for RTÉ Radio in 2006.  A small difference is that the Radio Commitments contain non-hours as well as hours targets, which are also incorporated into our analysis.  A comparison with previous years is not possible in the case of RTÉ Radio 1 as the headings under which programmes are categorised have changed in 2006.
According to RTÉ the combined total of home produced content for RTÉ Radio 1, RTÉ 2fm, RTÉ lyric fm and RTÉ Radio na Gaeltachta is in the region of 35,000 hours per year.
  Rather than making exhaustive reference to all of home produced broadcast hours, the Output Commitments for RTÉ Radio are made with respect a small selection of programmes of particular importance to it PSB remit.

4.3.2 RTÉ Radio 1
In Table 4.10 below, we present RTÉ Radio 1’s output performance against its Output Commitments by genre in 2006. It is not possible to compare this with targets or outputs from previous years, except for actual outputs in 2005, as the category headings changed for the 2006 Statement of Commitments. 
According to the figures presented in Table 4.10, RTÉ will achieve all of its broadcasting hours commitments except the commitment for the News and Current Affairs genre. RTÉ missed the News and Current affairs target by 7 hours.  

Insufficient data was provided to Indecon to assess whether RTÉ achieved its outputs commitments for the Beckett Centenary or Off Air Supporting activities. 

	Table 4.10: RTÉ Radio 1 Output Performance against Output Commitments Across Genres 2005-2006 – Hours and Non-Hours Data

	
	2005
	2006

	Genre
	Actual Output
	Min. Target Output
	Actual Output

	Hours
	
	
	

	Regional Focus (cross genre) OBs Agriculture, Special Events Coverage ex Regions, Local Government.
	96
	80
	84

	Sport
	N/A
	30
	30

	News & Current Affairs
	1247
	1228
	1,221

	Multicultural Society
	N/A
	30
	36

	History (Factual)
	N/A
	7
	8.75

	Beckett Centenary (Arts and Drama)
	N/A
	11
	31

	Total Hours
	1,343
	1,386
	1,379.75

	
	
	
	

	Non-Hours
	
	
	

	New: Off Air Supporting
	N/A
	N/A
	N/A

	Source: 2006 RTÉ Statement of Commitments and 2007 RTÉ Statement of Commitments;.


Figure 4.9 illustrates the percentage differences between actual and target hours for RTÉ Radio 1 in 2006.  The bar chart illustrates that RTÉ exceeded its 2006 hours targets in three of the six genres. The only genre where the target was not met or exceeded was the News and Current Affairs genre. As this genre accounts for the majority of the committed hours, missing this target resulted in the total target hours being missed by a very small percentage.   

Figure 4.9: Percentage Differences between Actual and Target Hours for RTÉ Radio 1 by Genre 2004-2006
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Source: Indecon analysis based on hours data in Table 4.10.
4.3.3 RTÉ 2fm

Table 4.11 below shows RTÉ 2fm’s output performance against its Output Commitments by genre in 2004, 2005 and 2006.  RTÉ 2fm is self-financing and does not receive any Licence Fee funding.  In 2006, RTÉ met or exceeded all its targets for hours in all categories excepts News and Current affairs where it missed its target of 464 hours by 42 hours or just over 9%. The total New and Current Affairs figure of 422 hours was also 40 hours short of the equivalent figure for 2005.

It is also apparent from the bottom part of Table 4.11 that RTÉ 2fm achieved all of its non-hours commitments in 2006 excepts for its commitment relating to New and Original Music Production Sessions, where its actual output of 31 was 9 sessions short of target and 12 less than had been achieved the previous year. 

	Table 4.11: RTÉ 2fm Output Performance against Output Commitments Across Genres 2004-2006 – Hours and Non-Hours Data

	
	2004
	2005
	2006

	Genre
	Min. Target Output
	Actual Output
	Min. Target Output
	Actual Output 
	Min. Target Output
	Actual Output

	Hours
	
	
	
	
	
	

	Student Access (incl. Children's & Education)
	29
	27
	19
	21.5
	19
	19

	New & Original Music Production
	34
	56
	45
	60
	45
	208

	Regional (Cross-Genre)
	180
	326
	180
	254
	180
	219

	Sports
	50
	52
	50
	50
	50
	53

	Alternative Music
	400
	416
	416
	416
	400
	416

	News & Current Affairs
	450
	469
	469
	462
	464
	422

	Factual
	N/a
	N/a
	N/a
	N/a
	30
	31

	Talent Development
	N/a
	N/a
	N/a
	N/a
	40
	131

	Total Hours
	1,143
	1,346
	1,179
	1,264
	1,228
	1,499

	Non-Hours
	
	
	
	
	
	

	Student Access - Workshops
	NC
	N/a
	25
	31
	8
	8

	New & Original Music Production - Major Festivals
	NC
	N/a
	2
	2
	2
	3

	New & Original Music Production – Sessions
	NC
	N/a
	40
	43
	40
	31

	Source: 2004 (minimum target) data from 2004 Review; 2004 actual data from 2005 Statement of Commitments; 2005 actual and 2006 target data  from RTÉ Statement of Commitments 2006. 2006 actual data from Statement of Commitments 2007.


Figure 4.10 below shows the extent to which RTÉ 2fm missed or exceeded its target hours in 2006.  In particular, the RTÉ data show that this service exceeded its total target hours by 22.1% in 2006. A large proportion of this excess is accounted for by the New and Original Music Production category which, at 208 hours, was almost 4 times its target level. In general, RTÉ 2fm was successful in achieving its target output levels. 
Figure 4.10: Percentage Differences between Actual and Target Hours for RTÉ 2fm by Genre 2004-2006
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Source: Indecon analysis based on hours data in Table 4.11.
4.3.4 RTÉ lyric fm

Table 4.12 presents the output performance for RTÉ lyric fm (hours and non-hours targets). RTÉ lyric fm achieved its Speech Commissions (Factual and Arts) target and exceeded its News target hours in 2006. Thus its total target hours commitment was also exceeded. 

The station did not perform as strongly in its non-hours commitments. The target for school visits was achieved but both the Regional Music and Arts and EBU offerings targets were missed. 

	Table 4.12: RTÉ lyric fm Output Performance against Output Commitments Across Genres 2004-2006

	Genre
	2004
	2005
	2006

	
	Min. Target Output
	Actual Output
	Min. Target Output
	Actual Output 
	Min. Target Output
	Actual Output 

	Hours
	
	
	
	
	
	

	Speech Commissions (Factual & Arts)
	NC
	9
	9
	13
	13
	13

	News
	80
	133
	133
	133
	141
	159

	Total Hours
	80
	142
	142
	146
	154
	172

	
	
	
	
	
	
	

	Non-Hours
	
	
	
	
	
	

	Education and Outreach - School Visits
	40
	41
	40
	40
	45
	45

	Regional Music & Arts – Obs
	170
	215
	215
	229
	215
	167

	Music Commissions - Commissions
	15
	10
	10
	13*
	N/A
	N/A

	Music Commissions – Broadcasts
	9
	10
	10
	9*
	N/A
	N/A

	EBU - Offerings
	NC
	N/A
	40
	40
	40
	38

	Source: 2004 (minimum target) data from 2004 Review; 2004 actual data from 2005 Statement of Commitments; 2005 actual and 2006 target data from Statement of Commitments 2006. 2006 actual data from Statement of Commitments 2007

*2005 Music Commissions- Commissions and Music Commissions- Broadcasts are estimated data from RTÉ.


RTÉ lyric fm did not perform as strongly in its non-hours commitments. The target for school visits was achieved but both the Regional Music and Arts and EBU offerings targets were missed. Indeed, the number of Regional Music and Arts Obs. was 27% down on the previous year. 
Figure 4.11 below illustrates the fact that although RTÉ lyric fm met or exceeded all of its targets, the extent to which the targets were exceeded was lower than had been achieved in previous years.

Figure 4.11: Percentage Differences between Actual and Target Hours for RTÉ lyric fm by Genre 2004-2006
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Source: Indecon analysis based on data in Table 4.12.
Note: No commitment for speech commissions (factual & arts) in 2004.

4.3.5 RTÉ Radio na Gaeltachta

Non-hours targets are not set in the case of RTÉ Radio na Gaeltachta. Table 4.13 below shows that the station met or exceeded all of its targets except that for news and current affairs, which it missed by just two hours or 0.2%. 
	Table 4.13: RTÉ  na Gaeltachta Output Performance against Output Commitments Across Genres 2004-2006

	
	2004
	2005
	2006

	Genre
	Min. Target Hours
	Actual Hours
	Min. Target Hours
	Actual Hours 
	Min. Target Hours 
	Actual Hours 

	Drama
	6
	12
	10
	12
	21
	22

	Factual
	50
	69
	68
	68
	50
	64

	Young Peoples' (Children's & Education)
	20
	34
	30
	37
	30
	32

	Regional (Cross Genre)
	60
	108
	108
	149
	96
	116

	News & Current Affairs
	736
	874
	874
	900
	874
	872

	Total Hours
	872
	1,097
	1,090
	1,166
	1,071
	1,106

	Source: Source: 2004 (minimum target) data from 2004 Review; 2004 actual data from 2005 Statement of Commitments; 2005 actual and 2006 target data from Statement of Commitments 2006. 2006 actual data from Statement of Commitments 2007.


Figure 4.12 below shows the extent to which RTÉ is predicting that its target hours will be exceeded in 2006, by genre.  It should be noted, however, that the extent to which RTÉ expects to exceed its targets is low compared with previous year, 2004 in particular. 
Figure 4.12: Percentage Differences between Actual and Target Hours for RTÉ  na Gaeltachta by Genre 2004-2006
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Source: Indecon analysis based on hours data in Table 4.13.
Four out of the five genres achieved their targets while the actual hours broadcast under the Factual genre is exceeded its target by 28%.  
4.3.6 RTÉ Radio Market Position 

Recent years have seen a rapid increase in the level of competition in Irish radio. New national radio stations have been launched and regional and local broadcasters have continued to develop. Given this, it is not surprising to learn that RTÉ has been steadily losing market share in Dublin and in the rest of the country.

The Broadcasting Commission of Ireland (BCI) captures radio market shares in Ireland using each of the following measures:

· Weekday reach or ‘yesterday listenership’;

· Weekday market share.

The former indicates the percentage of the estimated population that tuned into a station any time yesterday (regardless of the length of time tuned in).  The latter denotes the percentage presence that a station has in any given franchise area.

Weekday reach figures are compiled on either a full-year basis or on a July-June basis (e.g. July 2004-June 2005).  Market share figures are compiled on the same basis during the key hours of 7am to 7pm or on a full-year basis.

All four market share bases are examined below, in which we measure the market pertaining to total RTÉ Radio (Including RnaG), RTÉ Radio 1, RTÉ 2fm and RTÉ lyric fm. Figure 4.13 shows the national radio weekday reach figures (full-year basis) for RTÉ Radio.  
Figure 4.13: National Radio Weekday Reach Figures – Full-Year Basis (Adults 15+ Years)
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Source: JNLR survey data (tns-mrbi) provided by RTÉ.

It is clear from the graph above that the market share for total RTÉ Radio (including RnaG) and for RTÉ Radio 1 and 2fm is falling.
 If instead, we consider the national radio weekday reach market share figures (July-June basis) the picture is not significantly altered (even when the very latest market share figures on this particular basis are included) (Figure 4.14). 
Using either measure, it is clear that RTÉ 2fm has experienced the largest fall in market share over the period. 

Figure 4.14: National Radio Weekday Reach Figures – July-June Basis (Adults 15+ Years)
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Source: JNLR survey data (tns-mrbi) provided by RTÉ.

The weekday market shares (7am-7pm, full-year basis) compiled by the BCI (Figure 4.15 overleaf) illustrates a similar picture. RTÉ Radio stations have lost market share over the course of the 2002-2006 period.  This, in our view, in part indicates the increasingly competitive nature of the Irish radio market, as well as how RTÉ Radio’s offering is adjusting to audience requirements. 

Figure 4.15: National Radio Weekday Market Share (7am-7pm) Figures – Full-Year Basis (Adults 15+ Years)
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Source: JNLR survey data (tns-mrbi) provided by RTÉ.

Finally, Figure 4.16 below illustrates that RTÉ Radio’s loss of market share examination is equally clear if we use data relating to Weekday Market Share (7am-7pm, July-June basis).

Figure 4.16: National Radio Weekday Market Share (7am-7pm) Figures – July-June Basis (Adults 15+ Years)
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Source: JNLR survey data (tns-mrbi) provided by RTÉ.

During 2005, RTÉ Radio re-allocated certain high profile radio presenters to different slots during the day.  From the data presented above, it appears that this realignment has yet to stem the decline in RTÉ Radio’s market share. 

Note that RTÉ Radio’s competitors are almost exclusively domestically based with the competition occurring over the analogue transmission system.  Other things being equal, we may expect even more competition to occur when the transmission system moves to digital (DAB) where an even greater number of stations will be capable of broadcasting.

Despite the decline in RTÉ Radio’s market share, RTÉ has experienced rising commercial revenue from its radio broadcasting and this reflects the growth of the radio advertising market.  This in turn underscores the buoyancy of both the television and radio advertising markets in Ireland, where in the former a share agreement is used with advertisers whereas the latter operates on the basis of rate cards.

4.4 RTÉ Publishing
Of the fourteen Publishing Commitments set out in the Statement of Commitments 2006, four related to the RTÉ Guide and ten were in connection with RTÉ e-Publishing.

Table 4.14 lists the four Output Commitments for the RTÉ Guide and summarises whether they were achieved and how. Three of the four commitments made in relation to the RTÉ Guide have been achieved. The first commitment, relating to television programme ratings, was not implemented in full by the end of 2006. This was due to the lack of a comprehensive classification of programmes. 

	Table 4.14: RTÉ Publishing Commitments 2006 – RTÉ Guide

	Commitment
	Progress

	1. Incorporate viewer guidelines on RTÉ TV listing e.g. MA, Gen, PG etc. to allow for parental control.
	Achieving this commitment is dependent on RTÉ being able to provide publishing with classifications for programming. At the moment, no such listings classification system is in place.

	2. Redesign of RTÉ website to make it more user-friendly and easy to navigate.
	Commitment Achieved – launched new look, improved RTÉ Guide on 2nd September 2006.

	3. Produce additional supplements to the main magazine providing extra Lifestyle/Living options and Entertainment content.
	Commitment Achieved – produced ten supplements throughout 2006, focusing on Fashion, Health and Finance.

	4. Reinforce relationships with purchaser/reader of the RTÉ Guide through editorial interaction, focus groups and regular research. 
	Commitment Achieved – Quarterly tracking took place throughout 2006, supplemented by a number of groups to test new concepts and formats.

	Source: RTÉ Statement of Commitments 2006, additional RTÉ documents and Indecon analysis.


Table 4.15 below outlines the outturn in relation to the ten Output Commitments for the RTÉ e-Publishing.  RTÉ has indicated that all ten commitments have been successfully completed.  However, it is not straightforward to assess whether the targets have been achieved or whether it required any new initiatives to achieve those aims.  More precisely, it is not clear whether RTÉ has genuinely maximised its use of new technology or, for example, whether the increases in the use of Aertel and internet services were due to innovation and new and improved services or reflective of other factors?  The international comparison presented earlier in Sub-Section 2.4 suggests that there may be scope for RTÉ to exploit a greater range of new technologies.

	Table 4.15: RTÉ Publishing Commitments 2006 – RTÉ e-Publishing

	Commitment
	Progress 

	1. Make more RTÉ content available for distribution on broadband platforms (computers and mobiles) in areas of news, sports and entertainment.
	Commitment Achieved. 400 hours of on-demand radio streaming is added to rte.ie each week, in addition to 40 hours of on-demand TV streaming. Radio content available as on-demand MP3 downloads (podcasts). Live streaming of public events, sport and entertainment TV broadcasts. News and sports content available on-demand on mobile platforms. 

	2. Grow the current RTÉ online audience by increasing the average monthly page impressions by at least 20%.
	Commitment Achieved – traffic increased by 42% year on year, unique users increased by 48% year on year. (October 2006 versus October 2005).

	3. Enhance the quality of online, multimedia services by the introduction of new encoding standards.
	Commitment Achieved – introduced Windows Media and high bit rates for live streaming of video webcasts.

	4. Introduce new ways of distributing RTÉ on demand programmes, such as downloads and podcasting. 
	Commitment Achieved – delivered audio and video material for podcasting across Radio, News and TV programming. 

	5. Launch a new property site on RTÉ.ie. 
	Commitment Achieved – launched rte.ie/property in July 2006.

	6. Maintain RTÉ Aertel as a popular general information service on teletext and the web.
	Commitment Achieved – 2.06 million analogue RTÉ Aertel users per fortnight were identified by Behaviour and Attitudes in 2006 – a 6% increase on a previous study in January 2004. Aertel on rte.ie recorded 2.7 million users in October 2006 versus 2.1 million in October 2005, an increase of 24%. 

	7. Provide a service to the Irish diaspora with timely and comprehensive home news on our website.
	Commitment Achieved – all News material is available to the international audience. 207,000 unique users based overseas access news contents on RTÉ.ie each month generating 2.1 million page impressions monthly. 

	8. Commence development of Digital Text.
	Commitment Achieved – commenced test services in April 2006. 

	9. Maximise the use of innovative technologies to promote audience interaction and communications between TV and Radio programmes and their viewers/listeners
	Commitment Achieved – Participation in ‘Test the Nation’ via SMS recorded 5 times more registrations than via the internet.

	10. Anticipate and meet changing audience behaviour by providing RTÉ content in multimedia formats. 
	Commitment Achieved – GAA Sports highlights on mobile, live streaming on the internet e.g. the GAA Munster Final replay and Eurosong, and pilot RTÉ Aertel for mobile.

	Source: RTÉ Statement of Commitments 2006 and RTÉ (Progress).


4.5 RTÉ Performing Groups

RTÉ Performing Groups committed to giving a total of 190 public performances plus 80 education-related programmes and workshops over the course of 2006 in Dublin and the regions.  These activities are inherently not commercially viable and can therefore represent an important part of RTÉ’s PSB remit as they provide an important cultural service.

In 2006, RTÉ Performing Groups gave 205 public performances and 91 education-related programmes and workshops, thus exceeding its target with regard to education-related activities.  Of the public performances in 2006, 157 were in Dublin while 48 in the regions.  A detailed breakdown of both commitments and actual outputs for 2005 and 2006 is given in Table 4.16 below.  Also given are total attendance figures. 

The figures indicate that, on average, 1,121 people attended each concert in Dublin while on average 497 people attended each concert outside Dublin.
	Table 4.16: RTÉ Performance Numbers Output Performance against Output Commitments by Dublin/Regions 2005-2006

	
	2005
	2006

	
	Commitments
	Actual Outputs
	Commitments
	Actual Outputs

	
	Dublin
	Regions
	Dublin
	Regions
	Dublin
	Regions
	Dublin
	Regions

	RTÉ NSO
	48
	10
	52
	10
	55
	10
	56


	11



	RTÉ CO
	68
	14
	75
	14
	63
	14
	70


	16



	RTÉ Vanbrugh String Quartet
	7
	21
	7
	21
	7
	21
	7


	21



	RTÉ Choirs
	6
	0
	6
	0
	7
	0
	10


	0



	RTÉ NSO & RTÉ Philharmonic Choir
	8
	NC
	9
	0
	8
	0
	8


	0



	RTÉ Guest Ensembles
	3
	0
	5
	0
	5
	0
	6


	0



	No. of Education-related performances
	75 education-related programmes & workshops/talks
	27
	14
	80 education related programmes and workshops/talks
	34
	11

	No. of Workshops/ Talks
	
	41
	12
	
	32
	14

	Total Attendance
	
	
	189,472
	23,058
	
	
	175,999
	23,849

	Source: 2005 commitments from 2004 Review and 2005 Statement of Commitments; 2005 actual and 2006 commitments figures  from 2006 Statement of .Commitments, 2006 actual figures from 2007 Statement of Commitments. 


Figure 4.17 below shows that RTÉ exceeded four of its six performance targets by the end of 2006 in Dublin (apart from case of the RTÉ Vanburgh String Quartet and RTÉ National Symphony Orchestra and RTÉ Philharmonic Choir) and exceeded two of its six regional performances targets. The remaining targets were all achieved.  The box in Figure 4.17 indicates the extent to which RTÉ has exceeded its educational-related targets.

Figure 4.17: Percentage Differences between Actual and Target Performances among RTÉ Performing Groups by Dublin/Regions 2006
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In addition, the overall commitment to provide 80 

education-related programmes and workshops 

was exceeded as 91 such activities are estimated 

by RTÉ to occur by end of 2006.  These comprise 

45 education-related programmes (34 in Dublin 

and 11 in the Regions) and 46 workshops (32 in 

Dublin and 14 in the Regions).


Source: Indecon analysis based on data in Table 4.16.
4.6 Reasonableness of Output Commitments

4.6.1 Introduction

The following comments focus on the key IBDs of RTÉ Television and RTÉ Radio, especially the former.  The Output Commitments relating to RTÉ Publishing and RTÉ Performing Groups have generally been achieved during 2006. Whether this can be taken to mean that 2006 has been a positive and successful year for the organisation in respect of those IBDs is dependent on the degree of confidence one has that the targets were set appropriately.  The comments made below in respect of Television and Radio apply to all of the areas in which published Output Commitments are made.

4.6.2 RTÉ Television

Each year since 2003, RTÉ has set a series of Output Commitments for RTÉ One and RTÉ Two at the beginning of the year. At the end of each year, the performance relative to these commitments is independently reviewed.  The system was introduced in response to the case RTÉ made in 2002 for an increase in public funding. 

At the time, RTÉ argued that the balance of the schedule was not appropriate to deliver on its mandate and suggested the need to increase broadcasting of indigenous or home-produced programming content across a number of genres, including Drama, Factual, Entertainment, Young Peoples’, Sport and News and Current Affairs.

RTÉ believes that the publication of the Output Commitments is a fundamental part of its PSB remit because it commits the organisation to transmit worthwhile programmes that are beneficial to Irish society. 

The Output Commitments reflect the planned number of hours for different genres based on RTÉ’s Schedule-Based Budgeting and Planning (SBBP) system, which is agreed within the organisation in advance of the Statement of Commitments document.

The specific targets set are determined largely by the hours achieved previously plus an adjustment factor giving RTÉ a degree of flexibility, which it believes is necessary to meet the increasing competition characterising the Irish television market.  
While this is a generally sensible strategy, the targets set exhibit a tendency towards conservatism, particularly when compared to the outputs levels achieved in the previous year. Given technological advances, it would not be unreasonable to expect that RTÉ would be capable of at least maintaining its output levels of the previous year.

RTÉ’s commitments are based upon the budgeted outturn per the Schedule Based Planning and Budgeting process and as a result of this, the organisation is generally in a position to meet or exceed its Output Commitments in each genre.  Figure 4.18 below shows the total actual and target hours across all genres for both RTÉ One and RTÉ Two Television at the key peak-time slot during 2002-2006. The graph illustrates the fact that, for the previous four years, RTÉ Television consistently exceeded its Output Commitments. Thus, 2006 was the first year that the target number of hours was not achieved. 

This is primarily due to RTÉ not being able to broadcast 83 hours of drama on RTÉ Two. Cleary, in respect of this specific commitment, the target appears to have been set at too high a level (given that only 54 hours of Drama was broadcast on RTÉ Two in 2005). Overall, in 2006 RTÉ television achieved the majority of its targets. 

Figure 4.18: Summary of Total Actual and Target Hours for RTÉ One and RTÉ Two Television at Peak-Time 2002-2006
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Source: Indecon analysis of RTÉ data.
Indeed, it could be argued that, despite this year’s shortfall, the targets could be set at a marginally higher level, particularly relative to the previous year’s outputs. Nevertheless, the targets set are generally reasonable in the context of RTÉ’s SBBP system, taking account of Irish market characteristics.  

A more fundamental issue relates to the nature of the targets.  While this is not an issue that can be adequately addressed in an Annual Review exercise of this type, there nevertheless appears to be a degree of inflexibility in the structure of the targets in terms of Drama, Factual, Entertainment and News/Current Affairs, especially in the context in which there is no independent data relating to audience feedback on programme quality.  However, we do not believe that this perceived inflexibility in the way that the Television Output Commitments are expressed constitutes a weakness in the system.

We are of the view that the targets should be directly related to fulfilling RTÉ’s commitment to broadcasting which would otherwise not be possible in the absence of the Licence Fee. 
4.6.3 RTÉ Radio

The situation regarding the nature of RTÉ Radio’s Output Commitments is very similar to that of Television and, as such, the same issues apply.  It should be acknowledged, however, that there are a number of key differences in the prevailing conditions in the radio market compared to the television market in Ireland.  A key difference relates to demand for national or locally-based broadcasting, whereas television broadcasting is generally more global in nature.  However, these characteristics also apply to each of RTÉ’s competitors in the Irish radio industry and we note that RTÉ initiatives to change targets and broadcasting personnel have been unable to stem the decline in its radio market share.
4.6.4 Comparison of Statement of Commitments

The format of RTÉ’s annual Statement of Commitments has remained largely similar over the course of the period 2005-2007.  The first section of the statement consists of a magazine style summary of the broad targets for each of the sections within the organisation.  This is followed by a series of tables listing the key highlights for each of the television and radio stations along with a target number of hours for the different categories of programme content.

The headings in respect of television have remained identical and are as follows: Drama, Factual, Entertainment, Young Peoples’, Sport and News and Current Affairs.  This implies that no new programme categories have been developed or introduced for at least the two years since 2005.

In 2006, additional subheadings were introduced for the factual output of RTÉ One.  These headings were as follows: Multi-Cultural, History, Regional, True Lives, Special Anniversary Events, Major Anniversary Programming, New Series of Arts Lives and Documentaries and Daytime and Lifestyle programming.  This methodology was employed in the case of the Sports category (with each different sport represented a subheading) but was not replicated for any of the other television or radio categories. 

In its current format, the statement of commitments does not provide any consistent indicator of innovation in RTÉ’s programme content and how it might respond to viewer/user developments.

Finally, publication of specific audience size and share targets and statistics are essential in order to gauge the quality and success of RTÉ’s indigenously produced content.

5 Review of Financial Results

5.1 Introduction

This section consists of detailed analyses of key aspects of RTÉ’s financial performance.  We begin by examining the composition of RTÉ’s income and its cost-income ratio. The organisation’s approach to cost control is then explored followed by analysis of RTÉ’s operating costs.  We then undertake analysis of cost per hour and cost per hour per viewer of commissioned television programmes (i.e. television programmes commissioned by RTÉ and provided by independent television companies) before presenting qualitative analysis of Material Commitments.  In the last sub-section, we review RTÉ’s trading and financial position.

5.2 Composition of RTÉ’s Income

The breakdown of RTÉ Group income 2000-2006 is shown in Table 5.1 below. Total income is divided into Licence Fee income and commercial income.  The proportion of total income derived from the Licence Fee has increased over the whole period, from 33% in 2000 to 45% in 2006. On the other hand, the proportion of total income from commercial sources has fallen from 67% in 2000 to a predicted 55% in 2005. 

	Table 5.1: Composition of RTÉ Group Income 2000-2006

	Source
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	CAGR

	
	€000s
	€000s
	€000s
	€000s
	€000s
	€000s
	€000s
	%

	Licence Fee
	84,415
	94,940
	114,051
	157,425
	166,164
	170,131
	182,835
	13.7

	Commercial Income
	175,274
	158,680
	157,947
	155,247
	176,718
	199,757
	222,186
	4.0

	Total Income
	259,689
	253,620
	271,998
	312,672
	342,882
	369,888
	405,021
	7.7

	
	
	
	
	
	
	
	
	

	% Income from Licence Fee 
	33
	37
	42
	50
	48
	46
	45
	

	% Income from Commercial
	67
	63
	58
	50
	52
	54
	55
	

	Source: RTÉ Annual Report 2004 (2000-2004 figures) and RTÉ Annual Report 2006, Indecon analysis.


However, it is more appropriate to examine the changes in the composition of RTÉ’s income since 2003, which represented a turning point for the organisation following a number of years where commercial income declined.  This year also saw the largest increase in the Licence Fee, when it increased by 38% between 2002 and 2003.

In 2003, the Licence Fee income and commercial income accounted for the same proportion of overall income. Since then, RTÉ’s Licence Fee income has dropped to 45% of overall income while its commercial income has increased to 55%.  Between 2005 and 2006, RTÉ’s Licence Fee income grew by 7.5%, while commercial income grew by 11.2%.

A more detailed decomposition of RTÉ’s commercial income since 2003 is provided in Table 5.2.  The major source of commercial income for the organisation is advertising income, which accounts for approximately 83% of commercial income. The relative sizes of the components of commercial income have remained relatively constant despite the rapid growth of commercial revenues.

	Table 5.2: Composition of RTÉ Group Commercial Income 2003-2006

	Source
	2003
	2004
	2005
	2006

	
	€000s
	%
	€000s
	%
	€000s
	%
	€000s
	%

	Advertising Income
	127,201
	81.9
	144,144
	81.6
	165,121
	82.7
	183,960
	82.8

	Sponsorship Income
	5,575
	3.6
	6,979
	3.9
	8,060
	4.0
	9,385
	4.2

	Facilities Income
	2,917
	1.9
	2,794
	1.6
	2,524
	1.3
	2,029
	0.9

	Circulation and Event Income
	6,887
	4.4
	6,550
	3.7
	6,718
	3.4
	6,984
	3.1

	Transmission, Mast & Towers Income
	7,456
	4.8
	7,864
	4.5
	8,668
	4.3
	10,059
	4.5

	Content, Merchandise & Related Sales
	5,211
	3.4
	7,252
	4.1
	8,591
	4.3
	9,703
	4.4

	Other Commercial Income
	_
	0.0
	1,135
	0.6
	75
	0.0
	66
	0.0

	Total Commercial Income
	155,247
	100
	176,718
	100
	199,757
	100
	222,186
	100

	Source: RTÉ Annual Report 2004 (2003 and 2004 figures) and RTÉ Annual Report 2006, Indecon analysis.


On a compound annual growth rate (CAGR) basis, total commercial income has grown by 12.7% per year during 2003-2006.  The CAGR for advertising income has been 13.1% during the same period.  Although starting from a low base, the growth rate of other components of commercial income are even more impressive. Thee CAGRs for sponsorship income and for content, merchandising and related sales have been 19.0% and 23.0% respectively.

RTÉ and TV3 Advertising Income Growth

Table 5.3 below presents data comparing RTÉ TV advertising and sponsorship income to TV3’s advertising revenue. As RTÉ’s primary competitor for domestic advertising revenue, TV3 may provide a ‘benchmark’ for assessing RTÉ’s performance. 

As is clear from the data below, RTÉ advertising income growth has easily exceeded that of TV3. Over the period 2003-2006, RTÉ TV advertising income grew at a CAGR of 15.31% while TV3’s advertising income grew at just 11.6%. 

	Table 5.3: RTÉ and TV3 Advertising Revenue (2003-2006)

	
	€000s
	(%)

	
	2003
	2004
	2005
	2006
	CAGR 2003-2006

	RTÉ TV Advertising Revenue
	91,078
	106,349
	124,078
	139,639
	15.31

	RTÉ TV Sponsorship
	4,683
	5,000
	5,835
	7,052
	14.62

	TV3
	38,563
	-
	-
	53,600
	11.60

	Source: RTÉ Net Advertising Revenues per RTÉ Annual Reports, TV3 Net Advertising Revenues per Irish Times article 28/02/07. Data from the Doughty Hanson prospectus which appeared to be leaked to the press.  


5.3 Analysis of RTÉ Television and Radio Advertising Income

5.3.1 Introduction

Owing to the fact that advertising income is the principal source of RTÉ’s commercial income, it is of interest to consider more closely the trend in advertising revenue and in turn to comment on RTÉ’s own projections of advertising revenue.  RTÉ has budgeted for television and radio advertising revenue of €____ in 2007.
  This represents a  % increase on the (actual) level for 2006 (€183.960m) and indeed the level forecast for 2006 (€183.860m).
  This, in our view, may be a conservative rate of growth, owing to the way in which RTÉ’s advertising income has been growing in recent years (i.e. the 13.1% growth in advertising income referred to above).
In what follows, we conduct some econometric analysis of the trend in RTÉ’s television and radio advertising revenue since 1997, for which predictions about future growth rates have been estimated. These can then be compared to the growth rates budgeted for by RTÉ.  The reason for focusing on television and radio advertising is due to data availability back in time and television and radio advertising accounts for the vast majority of RTÉ’s total advertising revenue (over 97% according to the RTÉ Annual Report 2006).

5.3.2 RTÉ Total TV and Radio Advertising Income

In the 2005 RTÉ Licence Fee Review, Indecon found that RTÉ’s budgeted increase in advertising revenue (for 2006) of 6% was conservative. Indecon stated that an estimate in the region of 8% would be more accurate. It transpired that the actual rate of RTÉ advertising income growth was in excess of 11% for 2006. 
Total annual television and radio advertising data during the period 1997-2006 sourced from the RTÉ Annual Accounts is presented in Table 5.4 below. Also presented in Table 5.4 are data on Ireland’s Gross Domestic Product (GDP), the Financial Times Stock Exchange 100 (FTSE) and the Irish Stock Exchange Quotient (ISEQ).  The reason for including the stock exchange data stems from econometric analysis undertaken on behalf of RTÉ by a firm called De Mare Consultants, which was made available to Indecon as part of the 2006 Review.
  The De Mare Report found a role for the FTSE in terms of RTÉ television advertising, so account is taken of that possibility here (along with the possibility that the ISEQ may also have a role).

	Table 5.4: RTÉ Advertising Income, Irish Gross Domestic Product (GDP) and the FTSE 100 and ISEQ share Indices (1997-2006)

	Year
	RTÉ TV and Radio Advertising Income

(€000)
	Ireland GDP

(€Million)
	FTSE 100
	ISEQ

	1997
	110,396
	66,973
	5,135.5
	4,053.8

	1998
	119,231
	77,581
	5,882.6
	4,995.8

	1999
	129,314
	89,457
	6,930.2
	5,017.5

	2000
	137,053
	103,065
	6,222.5
	5,722.5

	2001
	123,096
	117,114
	5,217.4
	5,707.0

	2002
	123,121
	130,515
	3,940.4
	3,995.0

	2003
	123,153
	138,900
	4,476.9
	4,920.7

	2004
	139,963
	144,873
	4,814.3
	6,197.8

	2005
	160,898
	152,841
	5,618.8
	7,363.9

	2006
	179,157
	162,011
	6,220.8
	9,408.1

	Note: 2006 advertising data from RTÉ Annual Report 2006; 2003-2005 advertising data from RTÉ Annual Report 2005; 2002 advertising data from RTÉ Annual Report 2002; 1997-2001 data from RTÉ Annual Report 2001. GDP figures 1997-2000 from Department of Finance; 2001-2002 from CSO; GDP figures 2004-2006 from the OECD. GDP figures at current market prices. FTSE data from www.econstats.com.  ISEQ data from the Irish Stock Exchange www.ise.ie, values are of the last day available for each year (e.g. 31 December).


Figure 5.1 below graphs the trend in RTÉ’s television and radio advertising revenue during 1997-2006 and Ireland’s national Income (GDP).  Advertising revenue increased between 1997 and 2000 (CAGR 7.5%) before falling rapidly by 10% between 2000 and 2001.  After a levelling off during 2001-2003, television and radio advertising income has grown rapidly since 2003 (CAGR 13.3% during 2003-2006).  As noted earlier, overall advertising income at RTÉ grew by 15.3% during 2003-2006 (CAGR basis). RTÉ television and radio advertising income grew by 11% in 2006.

Figure 5.1: Scatter Plot of RTÉ Advertising Income and Irish Gross Domestic Product (GDP) (1997-2006)
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Source: Indecon Analysis of data in Table 5.4.
From a visual examination of the scatter diagram, there appears to be a close relationship between RTÉ television and radio advertising income and the national income (GDP) of Ireland during the period.  It should be noted, however, there was a fall and subsequent stagnation in RTÉ television and radio advertising income during 2000-2003, after which advertising income picked up again, in line with Irish GDP. 

The relationship between RTÉ television and radio advertising income and Irish GDP noted above is consistent with the relationship noted by Indecon in its Licence Fee Review 2005 (econometric results are presented below).

We have also considered the relationship, if any, between RTÉ television and radio advertising income and stock market returns during the period (1997-2006) using data from The Financial Times Stock Exchange 100 index (FTSE) (as suggested by RTÉ’s consultants De Mare).  The FTSE 100 is a share index of the 100 most highly capitalised companies listed on the London Stock Exchange. In addition, the Irish Stock Exchange Quotient Overall Index (ISEQ index) was also considered. The ISEQ index is a share index of the major shares listed on the Irish Stock Exchange.

Figure 5.2 illustrates that the FTSE series may also be correlated with RTÉ television and radio advertising income but it does not appear to be trending upward over the period. However, there was a fall in the FTSE following 1999, which may be related to the subsequent fall in RTÉ’s advertising revenue.

Figure 5.2: Scatter plot of RTÉ Advertising Income and FTSE 100 Share Index
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Source: Indecon Analysis of data in Table 5.4.
Figure 5.3 below plots the ISEQ and RTÉ TV and Radio advertising income over the period 1997-2006. It appears possible from examination of the graph that the two series share the same trend. Furthermore, the fall in the ISEQ between 2001 and 2002 may be related to the slow down in RTÉ TV and Radio advertising income from 2000-2003.

Figure 5.3: Scatter Plot of RTÉ Advertising Income and the ISEQ Share Index
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Source: Indecon Analysis of data in Table 5.4.

5.3.3 Basic Econometric Models

The initial models presented in Table 5.5 below are three Ordinary Least Squares (OLS) regressions of the dependent variable, RTÉ television and radio advertising income, on the three explanatory variables, namely Irish GDP, the FTSE and ISEQ indices. 

The regression using the FTSE index is as suggested by De Mare Consultants (2007).  As such, both the variables have been logged to allow the coefficients to be interpreted as percentages. This does not affect the R-Squared or t-statistics. When De Mare ran this regression, their model performed strongly. However, the data they used was not RTÉ television and radio advertising income. When the De Mare model was implemented using the applicable data here, the model fails explain the variation in advertising income (R2 = 0.13, which is very low). 

However, when a similar model to that used by De Mare was employed using ISEQ index rather than FTSE data, the equation that resulted explained a much larger proportion of the RTÉ television and radio advertising income than did either of the other two regressions (R2 = 0.92).

	Table 5.5: Estimated Linear Regression Equations of RTÉ Television and Radio Advertising Income on Irish GDP, the FTSE Index and the ISEQ Index 1997-2006

	Regression Equation
	Explanatory Variable
	Coefficient
	Absolute Value of t-ratio

	1
	GDP
	0.474
	3.15*

	
	Constant Term/Intercept
	78,424.380
	4.26**

	
	R2
	0.55
	

	
	Sample Size
	10
	

	2
	lnFTSE
	0.315
	1.11

	
	Constant Term/Intercept
	9.097
	3.74*

	
	R2
	0.13
	

	
	Sample Size
	10
	

	3
	lnISEQ
	0.525
	7.49**

	
	Constant Term/Intercept
	7.271
	12.02**

	
	R2
	0.92
	

	
	Sample Size
	10
	

	Source: Indecon Analysis.
Note: for the FTSE and ISEQ regressions all variables have been logged in order to replicate as closely as possible the methodology of De Mare Consultants (2007) for RTÉ.


When the results from the linear models are examined, it is clear that the regression of RTÉ television and radio advertising income on the ISEQ Index performs the best both in terms of the significance levels of the variables and in terms of the R-squared statistic.  

In equation 1, the regression using GDP as the explanatory variable, although the R-Squared statistic is smaller than for the ISEQ regression, the coefficients are both significant at the 95% confidence interval. Thus although the model does not perform as strongly as that using he ISEQ, it still has considerable explanatory power. 

The predicted values produced by the ISEQ model (equation 3) are shown in Figure 5.4 below. It is clear from the graph that this model delivers a good fit to the data particularly from 2003 onward when the fitted values are almost identical to those observed.

The strong correlation between RTÉ television and radio advertising income and the ISEQ suggests that future fluctuations in the Irish stock market might mirror those of RTÉ’s income. The results of equation 3 (the best fitting of the regression models presented in Table 5.5 above) indicate that a 1% increase in the ISEQ is associated with a 0.5% increase in RTÉ TV and Radio advertising income.  

Figure 5.4: Trend in RTÉ’s Television and Radio Advertising Revenue 1997-2006 with Estimated Regression Equation of RTÉ TV and Radio Advertising Income on the ISEQ Index (equation 3)
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Source: Indecon analysis.

A spline function
 was constructed in order to explain the fluctuations in RTÉ television and radio advertising income during 1997-2006 and the results are shown in Table 5.6 below. Taking explicit account of the ‘breaks’ in advertising income in 2000 and 2003, the spline function regression model on time explains 97% of the variation of RTÉ television and radio advertising income.  The GDP and temporal spline models perform similarly strongly.  The ISEQ spline function regression model does not increase the explanatory power of equations 4 or 5 and it emerges that the FTSE spline model performs least strongly.

	Table 5.6: Estimated Spline Regression Equations of RTÉ Television and Radio Advertising Income on Irish GDP, the FTSE Index and the ISEQ Index 1997-2006

	Regression Equation
	Explanatory Variable
	Coefficient
	Absolute Value of t-ratio

	4
	Year  Knot 1
	7559.040
	5.34**

	
	Year Knot 2
	-4654.667
	3.56*

	
	Year Knot 3
	19873.10
	14.05**

	
	Constant Term/Intercept
	-1.50e+07
	5.30**

	
	Adjusted R2
	0.97
	

	
	Sample Size
	10
	

	5
	GDP Knot 1
	.629
	4.75**

	
	GDP Knot  2
	-.352
	2.94*

	
	GDP Knot  3
	2.573
	12.82**

	
	Constant Term/Intercept
	69855.98
	6.06**

	
	Adjusted R2
	0.97
	

	
	Sample Size
	10
	

	6
	FTSE Knot 1
	23.555
	0.86

	
	FTSE Knot  2
	(dropped)
	

	
	FTSE Knot  3
	-12.540
	0.47

	
	Constant Term/Intercept
	20753.13
	0.17

	
	Adjusted R2
	-0.01
	

	
	Sample Size
	10
	

	8
	ISEQ Knot 1
	7.259
	1.09

	
	ISEQ Knot  2
	11.752
	1.39

	
	ISEQ Knot  3
	13.499
	6.07**

	
	Constant Term/Intercept
	87677.18
	2.86*

	
	Adjusted R2
	0.89
	

	
	Sample Size
	10
	

	Source: Indecon Analysis.


Overall, the temporal model (Equation 4 in Table 5.6 above) performs most strongly – while the GDP spline model (Equation 5) has an almost identical R2  value (0.97), the t-statistics for the temporal model are even higher and it has the advantage of being the simplest of the spline models that we have considered.  The closeness of fit of the temporal spline model (equation 4) to the actual RTÉ television and radio advertising income data is illustrated in Figure 5.5 below.

Figure 5.5: Scatter plot of RTÉ Advertising Income and Temporal Spline function model (Equation 4)
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Source: Indecon Analysis.
The values generated by regressing the temporal spline function model (Equation 4) on RTÉ TV and Radio advertising income data were then extrapolated into the future in order to generate a forecast. The forecasts are presented in Figure 5.6 below.  In the graph, the blue line between 1997-2006 is the fitted temporal spline function.  From 2007-2011, we have forecast RTÉ TV and Radio advertising income using the fitted spline function as follows.  Scenario 1 represents the expected advertising revenues associated with the fitted spline function during the first sub-period 1997-2000.  Scenario 2 provides predictions for RTÉ television and radio advertising income using the fitted spline function for the sub-period 2001-2003, which saw a fall in television and radio advertising.  Finally, Scenario 3 is based on the fitted spline function for the sub-period 2003-2006, in which RTÉ’s television and radio advertising income grew most rapidly.

The red scatter points in Figure 5.6 are RTÉ own projections regarding its television and radio advertising income from 2007 to 2011.  It is seen from the graph that RTÉ’s own projections fall between Indecon’s Scenario 1 (which underpredicts RTÉ’s projections) and Scenario 3 (which overpredicts RTÉ’s projections).

Figure 5.6: Forecast RTÉ Advertising Income using Spline function (Equation 4)
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Source: Indecon Analysis.
5.3.4 Time Series Analysis

In addition to the eight econometric models considered so far, we also estimated time series regression models, taking account of lag effects in the dependent variable.  According to our analysis, if only 1 lag of the dependent variable is included, the model explains 69% of the variation in RTÉ television and radio advertising income (see Equation 9 in Table 5.7 below). If we also include the ISEQ index variable, this figure increases to 87%. 

	Table 5.7: Estimated Linear Regression Equation of RTÉ Television and Radio Advertising Income on lagged dependent variable and one of Irish GDP, the FTSE Index and the ISEQ Index 1997-2006

	Regression Equation
	Explanatory Variable
	Coefficient
	Absolute Value of t-ratio

	9
	Lag1 Ad
	1.172
	4.29**

	
	Constant Term/Intercept
	-14682.333
	0.41

	
	Adjusted R2
	0.69
	

	
	Sample Size
	9
	

	10
	Lag1 Ad 
	1.010
	2.50*

	
	GDP
	.117
	0.57

	
	Constant Term/Intercept
	-8152.273
	0.21

	
	Adjusted R2
	0.652
	

	
	Sample Size
	9
	

	11
	Lag 1 Ad
	1.124
	4.02**

	
	FTSE 
	4.152
	0.96

	
	Constant Term/Intercept
	-31120.15
	0.78

	
	Adjusted R2
	0.68
	

	
	Sample Size
	9
	

	12
	Lag 1 AD
	.109
	0.30

	
	ISEQ
	11.118
	3.36*

	
	Constant Term/Intercept
	57264.933
	0.12

	
	Adjusted R2
	0.87
	

	
	Sample Size
	9
	

	Source: Indecon Analysis.


However, it should be noted that this is only a marginal improvement on the regression including the ISEQ index variable but with no lagged dependent variable. Furthermore, if the ISEQ variable is included, the t-statistic indicates that the lagged dependent variable is no longer significant at the 95% significance level. 

Thus, the regression using only the lagged dependent variable as an explanatory variable may be considered to be the model that performs best.  Including the GDP or FTSE variables in the regression actually reduces both the adjusted R-squared statistic and the level at which the lagged dependent variable is significant.

Regressions were then implemented using lagged advertising income for one and two periods (see Table 5.8 below). The adjusted R-squared for the regression with these lagged variables are lower than if we only include one lag. This indicates that the second lagged variable is not increasing the explanatory power of the model. 

Indeed, only the first lag of the dependent variable is significant in equations 13 and 14. None of the explanatory variables in equation 15 are significant. Neither the GDP variable in equation 14, nor the FTSE variable in equation 15, are significant. In equation 16 the first lag of the dependent variable is not significant but the ISEQ variable is. However, the adjusted R-square statistic for this regression is actually lower than if only the ISEQ variable is included in the equation (see equation 3, Table 5.5 above).

Overall, the addition of a second lagged dependent variable as an explanatory variable appears to have an adverse effect on the performance of the models. This may be due to the fact that for each additional lag employed, the sample size of the regression is reduced. Thus, by including one lagged variable the sample size is reduced from 10 to 9. Having a variable lagged by two period means that the sample size is reduced to 8. As the sample is already very short, this has a significant impact on the performance of the models.

	Table 5.8: Estimated Linear Regression Equation of RTÉ Television and Radio Advertising Income on 2 lagged dependent variable terms and one of Irish GDP, the FTSE Index and the ISEQ Index 1997-2006

	Regression Equation
	Explanatory Variable
	Coefficient
	Absolute Value of t-ratio

	13
	Lag1 Ad
	1.489
	3.50*

	
	Lag2 Ad
	-.571
	0.93

	
	Constant Term/Intercept
	  14755.6
	0.24

	
	Adjusted R2
	0.64
	

	
	Sample Size
	8
	

	14
	Lag1 Ad 
	1.294
	3.30*

	
	Lag2 Ad
	-1.007
	1.67

	
	GDP
	0.357
	1.59

	
	Constant Term/Intercept
	48766.566
	0.84

	
	Adjusted R2
	0.726
	

	
	Sample Size
	8
	

	15
	Lag1 Ad
	1.479
	1.73

	
	Lag2 Ad
	-.555
	0.42

	
	FTSE 
	.153
	0.01

	
	Constant Term/Intercept
	  13210.888
	0.11

	
	Adjusted R2
	0.554
	

	
	Sample Size
	8
	

	16
	Lag1 Ad
	-.482
	0.66

	
	Lag2 Ad
	0.246
	0.52

	
	ISEQ
	14.696
	2.93*

	
	Constant Term/Intercept
	83309.64
	1.84

	
	Adjusted R2
	0.86
	

	
	Sample Size
	8
	

	Source: Indecon Analysis.


Figure 5.7 illustrates the predicted future values of RTÉ television and radio advertising revenues implied by the results of Equations 9 and 13. The RTÉ budget for 2008-2011 predicts television and radio advertising income somewhere between the AR1 and AR2 scenarios (the red scatter points). The AR1 model predicts rapidly increasing advertising revenues in future years, similar to those that RTÉ experienced in the period 2004-2006.  

The negative coefficient on the second lagged term results in the reduction in the rate of increase in RTÉ television and radio advertising income observed in the depicting the future values predicted by equation 13. The RTÉ budgeted values, shown in red, bisect the two sets of predictions, although they are slightly closer to the AR2 scenario. 

Figure 5.7: Predicted values arising from the Extrapolation of the Results from autoregression analysis (equations 9 and 13)
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Source: Indecon Analysis.

5.3.5 Summary of Econometric Analysis of RTÉ Television and Radio Advertising

The figures represented in Table 5.9 below were selected on the basis of their performance in terms of statistical significance and explanatory power. Thus, the AR1 model that included a GDP term was included as the ESRI provides forecasts for Irish GDP growth. 

According to RTÉ, its television and radio advertising income is set to increase by ___ in 2007 (compared with the actual level for 2006) and in each of the subsequent years, the annual rate of growth is forecast by RTÉ to be substantially lower (3.8-3.9% per annum).  Given that RTÉ’s advertising income growth has exceeded 11% per annum for each of the last three years, estimates of advertising growth in the order of 3.8-3.9% from 2008 appear to be conservative, even in the context of Irish economic growth slowing down in the next number of years.  For 2007 at least, we consider that a figure of  ___ for RTÉ’s television and radio advertising growth is highly achievable, given recent trends.  While advertising prediction is difficult, the actual results which have subsequently become available show that RTÉ advertising growth assumptions were too conservative. 
	Table 5.9 Summary of Econometric Analysis of RTÉ Television and Radio Advertising Income

	Regression Equation
	Forecast
	2007

(€000)
	2008 

(€000)
	2009

(€000)
	2010

(€000)
	2011

(€000)

	
	RTÉ Budget

(2007 Final)
	
	206,049
	214,731
	223,801
	232,763

	
	Annual Percentage Change
	
	4.2%
	4.2%
	4.2%
	4%

	4
	Indecon Spline Scenario 1
	186,287.5
	193,846.5
	201,405.5
	208,964.6
	216,523.6

	
	Annual Percentage Change
	3.9%
	3.9%
	3.8%
	3.7%
	3.6%

	6
	Indecon Spline Scenario 3
	198,601.5
	218,474.6
	238,347.7
	258,220.8
	278,093.9

	
	Annual Percentage Change 
	10.5%
	9.5%
	8.7%
	8.0%
	7.4%

	9
	Indecon AR1 Scenario
	195,337.5
	214,305.5
	236,540.9
	262,606.8
	293,163

	
	Annual Percentage Change
	8.6%
	9.3%
	9.8%
	10.4%
	11.0%

	10
	Indecon AR1 with GDP Termª
	192,771.7
	207,298.5
	222,693.3
	238,989.9
	256,223.3

	
	Annual Percentage Change
	7.3%
	7.3%
	7.2%
	7.1%
	7.0%

	Source: RTÉ Budget 2007 and Indicative Financial Projections 2008, 2009, 2010 and 2011.GDP Forecasts from the ESRI Medium Term Review 2005-2012. Indecon Analysis.  Prediction in Equation 3 based on ISEQ for 31/05/07.


5.3.6 Econometric Analysis using RTÉ Monthly Television Advertising Data

An analysis RTÉ’s television advertising revenue was also conducted using data taken from RTÉ’s monthly management accounts. The data relates to RTÉ’s monthly television advertising income for the period January 2001 to April 2007. These data are presented in graphical form in Figure 5.8 below. 

Figure 5.8: RTÉ Monthly Television Advertising Income for the Period January 2001-April 2007
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Source: RTÉ Monthly Management Accounts.  Indecon Analysis.
It is clear from examining the resulting graph that, although their appears to be an upward trend, the most prominent feature of the data is the presence of considerable seasonal fluctuations. In order to examine the longer term trend more accurately, it was necessary to adjust for these seasonal movements. In order to do this, a regression was run on the television advertising income series using monthly time dummy variables as explanatory variables.

The natural log of the de-seasonalised data is presented in Figure 5.9 below. The upward trend in the data is now more readily perceptible. In line with the analysis presented in the previous sub-section (which made use of annual data), the monthly data was then compared with the ISEQ index. The natural log of this series is also presented in Figure 5.9. The fact that both variables are logged aids interpretation and facilitates the presentation of both data sets in the same graph and on the same scale.

Figure 5.9: Deseasonalised RTÉ Monthly Television Advertising Income and the ISEQ Share Index for the Period January 2001-April 2007
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Source: RTÉ Monthly Management Accounts, www.ise.ie, Indecon Analysis.
From Figure 5.9 it appears that the two data set may share a common trend. That is, it appears that RTÉ’s television advertising income and the ISEQ index may be ‘cointegrated’ (there may be a long-run relationship between them, even if each series on its own is non-stationary or not predictable). A number of tests (including the Engle-Granger test) were conducted and these revealed that this hypothesis of conitegration could not be rejected.  Thus, from the monthly data examined, there appears to be strong and stable, long-run relationship between RTÉ’s television advertising income and the ISEQ.

A vector error correction model was then estimated. The dependent variable was the first difference of RTÉ’s television advertising income. The explanatory variables were a lagged error correction term, the lagged first difference of the dependent variable, the lagged first difference of the ISEQ index and seasonal dummies (with December used as the reference month).

The results of this advanced time series model are presented in Table 5.10 below. The key result is that the error correction term is negative and statistically significant.  This is consistent with the cointegrating relationship found earlier. According to the error correction coefficient of -0.323, if the two series diverge by one percent from their long-term relationship, then .323% of that divergence can be expected to be eliminated the following month. 

The coefficient on the other ISEQ variable is not significant. The lagged first difference of the dependent variable is negative and statistically significant at the 1% significance level. 
	Table 5.10: Vector Error Correction Model of RTÉ Monthly Television Advertising Income and the ISEQ Share Index for the Period January 2001-April 2007

	Dependent Variable: First Difference  of RTÉ Monthly Television  Advertising Income 
	

	Explanatory Variables↓
	Coef.
	t-stat
	AIC
	Sample Size 

	Lagged Error correction term
	-.323
	2.62*
	-4.905
	75

	Lagged First Difference of Ln TV Advertising Income
	-.362
	3.06**
	
	

	Lagged First Difference Ln ISEQ
	.333
	1.43
	
	

	January
	-.362
	5.53**
	
	

	February
	-.789
	13.30**
	
	

	March
	-.626
	6.34**
	
	

	April
	-.717
	11.02**
	
	

	May
	-.909
	10.54**
	
	

	June
	-.872
	12.49**
	
	

	July
	-.568
	7.66**
	
	

	August
	-.333
	6.67**
	
	

	September
	-.399
	5.88**
	
	

	October
	-.379
	3.85**
	
	

	November
	-.086
	0.86
	
	

	December
	reference
	-
	
	

	Constant
	.013
	0.06
	
	

	Source: Indecon Analysis of RTÉ September 2005 and RTÉ 2006 data.

Note: Viewer figures are based on RTÉ TVR data.  Number of programmes in final column above refers to the number of programmes per genre for which TVR data were available.  The average cost per hour per viewer figures are ‘unweighted’ figures.

*,** denote significance at the 5% and 1%  significance levels.


5.4 Cost-Income Ratio and Cost Control Measures

5.4.1 Cost-Income Ratio

The evolution of RTÉ’s cost-income ratio since 2000 is presented in Table 5.11.  In the period 2001-2003, RTÉ consistently ran deficits, with the largest shortfall occurring in 2001.  

In 2003, however, the large Licence Fee increase combined with a resurgence in advertising income growth saw the organisation run a surplus. Since then,  RTÉ has maintained a cost-income ratio below 95%. Over the last three years, however, the cost income ratio has begun to creep upward, increasing from a low of 92% in 2004 to 94% in 2006.  This development points to the critical importance of cost-control measures within the organisation, so that it can provide programmes in an increasingly competitive television and radio environment more effectively in terms of value and quality. Indecon supports the current RTÉ policy of targeting an annual surplus in order to generate sufficient resources to fund capital spend but this does not reduce the priority of focussing on securing cost efficiencies. 
	Table 5.11: Cost-Income Ratio for RTÉ Group 2000-2006

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	
	€000s
	€000s
	€000s
	€000s
	€000s
	€000s
	€000s

	Total Income
	259,689
	253,620
	271,998
	312,672
	342,882
	369,888
	405,021

	Total Operating Costs (before Interest, Tax, Depreciation and Amortisation)
	265,512
	282,082
	276,140
	290,491
	315,308
	347,484
	380,529

	
	
	
	
	
	
	
	

	Cost-Income Ratio (%)
	102.2
	111.2
	101.5
	92.9
	92.0
	93.9
	94.0

	Source: RTÉ Annual Report 2004 (2000-2001 figures), RTÉ Annual Report 2006 (2002-2006 figures), Indecon analysis.


5.4.2 Cost Control Measurement
In recent years, RTÉ has re-modelled its methods of financial control and reporting with the aim of ensuring that costs are kept within budgets.  In this regard, RTÉ places a heavy reliance on the role of the Annual Budgeting process and the subsequent management accounts process.  It has recently introduced an innovative Scheduled-Based Budgeting and Planning (SBBP) system for the Television IBD and we understand that a similar system is in train in respect of the other key IBDs, namely Radio, News and Current Affairs, Performing Groups and Publishing.  As well as the Annual Budget process, the other specific aspects of RTÉ’s financial management systems include:

· Financial Reporting – monthly reporting of actual outturns vis-à-vis budgets at IBD level and at Group level;

· Forecasting – this relates to the monthly financial reporting system just described and considers how potential over-runs may be best addressed at IBD and Group level (this may be especially important in the case of Television, where commercial revenues may fluctuate from month to month);

· Delegated Authorities – which relates to the structured approval and control process put in place for expenditures (we understand that expenditures over €10,000 require oversight from at least the relevant IBD Finance Director and Senior Manager);

· Material Commitments – qualifying material expenditure commitments for a wide variety of items (above the level of €250,000), such as commissioned television programmes, are required to go through a review and approval process before any commitment to spend is given;

· Capital Expenditure – in addition to the Annual Capital Budget, items of capital expenditure are subjected to detailed review in advance of commitment, involving project justification, business case development and review, tendering, costing and value for money together with the regular approval process (with all major capital projects are closely monitored);

· Change Management – which is ongoing within and across RTÉ and is reviewed in more detail in Section 6.  

· Procurement – this refers to ongoing improvement in RTÉ’s procurement processes.

We understand that RTÉ has yet to implement a programme inventory system (which was due for introduction in 2007).  In the 2005 Licence Fee Review, we emphasised the importance of this in relation to financial management of acquired programmes and we maintain our view that an inventory system be introduced as a matter of priority.
Another issue concerns ‘benchmarking’.  We understand that RTÉ has not undertaken any formal benchmarking exercise in recent years, with PSB broadcasters in other jurisdictions or with commercial broadcasters or with other organisations in Ireland. Indecon fully accepts the methodological difficulties inherent in simple comparisons between broadcasters in different countries but we are nevertheless of the view that benchmarking cost drivers and methods of cost control both within Ireland and internationally is possible to undertake and could enhance the efficiency and effectiveness of the organisation.
5.5  Analyses of Principal Drivers of RTÉ’s Operating Costs

The main components of RTÉ’s operating costs for the period 2003-2006 are set out in Table 5.12 below.  There are three main drivers of costs: personnel-related costs,
 commissioned programmes costs and acquired programmes costs. Both commissioned programmes costs and acquired programmes costs relate to the Television IBD.

5.5.1 RTÉ Personnel-Related Costs

The rapid growth in RTÉ’s income in recent years has coincided with a broadly proportionate increase in costs. One major source of RTÉ’s costs growth has been the rapid increase in group personnel-related costs (see Table 5.12). Personnel-related costs have grown at a compound annual growth rate (CAGR) of ___ per annum in the period 2003-2006.
	Table 5.12: Analysis of Principal Drivers of RTÉ Group Operating Costs   2003-2006

	
	2003
	2004
	2005
	2006
	CAGR 2003-2006

	
	€000s
	€000s
	€000s
	€000s
	%

	Personnel-Related Costs (Group)
	
	
	
	
	

	Commissioned Programmes Costs (Television) *
	44,646
	48,791
	70,032
	64,618
	13.1

	Acquired Programmes Costs (Television)
	22,683
	23,453
	21,719
	23,859
	1.7

	
	
	
	
	
	

	Total Operating Costs (before Interest, Tax, Depreciation and Amortisation) 
	290,491
	315,308
	347,484
	380,529
	9.4

	Source: RTÉ Annual Report 2006 (total operating costs), RTÉ Penultimate Draft Budget 2006 (21 December 2005) and RTÉ Management Accounts December 2006, Indecon analysis.

* A very small proportion of commissioned programmes costs relates to News/Current Affairs.


In 2006, group personnel related costs stood at over __ million and accounted for almost 50% of RTÉ’s operating costs (excluding interest, tax, depreciation and amortisation). The proportion of total operating costs (excluding interest, tax, depreciation and amortisation) accounted for by personnel-related costs increased in 2006.
In Figure 5.10 below, the trend in the proportion of RTÉ’s total operating costs (excluding interest, tax, depreciation and amortisation) accounted for by personnel-related costs is compared to that relating to the BBC over the same period.  It is clear that the proportion is much higher  for RTÉ than the BBC and that between 2005 and 2005 the proportion fell for the BBC whereas it rose for RTÉ.

According its Annual Report 2005/2006, the BBC has embarked on an ambitious value for money (VFM) programme. In 2005/2006, it achieved costs savings of £99 million or almost 8% of total staff costs. A target of £355 million has been set for cost savings over the course of the three years to July 2008. One significant area of savings has arisen from a reduction of its employee headcount, with 1,132 posts closed in 2005/2006. The target for 2006/2007 is 2,000 staff reduction. 
A clear downward trend in BBC’s staff costs has become identifiable since the release of the BBC 2006/2007 annual report, published in July. Despite starting from a higher base, the trend is upward, if anything, in the case of RTÉ. The decline in the BBC’s staff costs is related significant external pressure to reduce costs.  The BBC staff costs are likely to be influenced by outsourcing and this may also apply to elements of RTÉ costs including the commissioning of programmes.  There are classification issues in relation to any comparisons in costs and this supports the Indecon recommendation for more detailed benchmarking. 
Figure 5.10: RTÉ Group Personnel-Related Costs and BBC Total Staff Costs as a percentage of Total Operating Costs (2003-2007)
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Source:  RTÉ data and BBC Annual Reports.  Indecon Analysis.
Table 5.13 presents data relating to the total RTÉ group headcount (full-time and part-time). Excluding TG4, RTÉ had 2,283 employees as of the 31st of December 2006. 

	Table 5.13: RTÉ  Group Employee Headcount (2003-2006)

	
	Year
	

	
	2003
	2004
	2005
	2006
	CAGR

%

	RTÉ Group Excluding Subsidiaries (TG4)
	2,025
	2,133
	2,239
	2,283
	4.1

	RTÉ Group Including Subsidiaries (TG4)
	2,135
	2,243
	2,346
	2,392
	3.9

	Source: Data from RTÉ Annual Reports 2001-2006.  Indecon Analysis.

Note. Absolute number of Employees as of 31 of December of Each Year.


The compound annual growth rate in RTÉ’s group employee headcount is 4.1% per annum 2003-2006. Figure 5.11 shows this rapid growth in employee numbers. Were the RTÉ headcount to continue to grow at 4.1% percent per annum, this would imply that it would hire 96 additional staff in 2007. 
Figure 5.11: RTÉ Group Staff Numbers (2003-2006)
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Source:  Indecon Analysis of Table 5.13.
In Table 5.14 below, we examine the movement in RTÉ Group staff numbers (full-time and part-time) by IBD.  The total headcount grew by 2% with the largest increases occurring in Television (9.2%), Publishing (5.8%) and Network (5.7%).   

According to the RTÉ Annual Report 2006, the reasons for the net increase in headcount were:
· Increases in in-house TV output;

· Provision of TV production facilities to third parties;

· Additional technical resources required to support the introduction of new digital production and IT-based technologies. 

	Table 5.14: RTÉ  Group Employee Headcount by IBD (2005-2006)

	IBD
	2005
	2006
	% Change

	Television
	775
	846
	9.16

	Radio
	531
	518
	-2.45

	News & Current Affairs
	331
	327
	-1.21

	Performing Groups
	245
	223
	-8.98

	Network
	70
	74
	5.71

	Publishing
	87
	92
	5.75

	Corporate HQ & Central Shared Services
	200
	203
	1.50

	Total
	2,239
	2,283
	1.97

	Source: Data from RTÉ Annual Reports 2001-2006.  Indecon Analysis.


As we have already seen in Table 5.12 above, personnel-costs at RTÉ have grown at a compound annual growth rate of almost ___ during 2003-2006. In Figure 5.12 below, we contrast this rate of increase with consumer price inflation in Ireland for the same period. Between 2004 and 2006, the average CPI inflation rate was just 2.9% per annum.   Although the rate of CPI inflation increased in 2006 to 4.5%, this was far exceeded by the increase in personnel-related cost growth to ___ per annum. 

Figure 5.12: Real RTÉ Personnel-Related Costs (Net of CPI).
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Source: Consumer Price Index data from the CSO, www.cso.ie. Table 5.13, Indecon Analysis.
Note: Base year 2003=100.
5.5.2 Commissioned and Acquired Television Programmes Costs

Table 5.12 above also shows the evolution of commissioned programmes costs and acquired programmes costs (Television IBD).  RTÉ’s commissioned programmes costs and acquired programmes costs in 2006 were €65m and €24m respectively.  The commissioned programme costs figure is actually five million euro down on the figure from the previous year. Thus the proportion of total costs accounted for by commissioned programme costs declined from approximately 20% in 2005 to 17% in 2006. 
We have however noted in Table 4.1 (RTÉ One Television) and Table 4.3 (RTÉ Two Television) in Section 4) that the number of commissioned hours of programming has actually increased since 2006.

At the same time, acquired programme content increased by just over two million euro to €24 million from €22 million in 2005. Thus the proportion of total costs accounted for by acquired programming costs remained constant over the two years at 6.3%. 

These figures mean that the proportion of RTÉ’s total expenditure accounted for by programming costs has actually decline over the past year from 26.3% in 2005 to 23.3% in 2006.  

5.5.3 Analysis of Variance between Original and Forecast Budgets for Commissioned and In-House Television Programmes

Table 5.15 presents details of 164 audit exercises conducted in 2006 relation to RTÉ Television commissioned programmes. The analysis of 164 projects completed shows that 18 (11%) were within original budget, 77 (47%) achieved cost savings (compared with the original budget) and 69 (42%) were projects in which a variance occurred (including over-budget projects).  In terms of the overall costs, there was a cost saving of 0.7% on the original budget.  

	Table 5.15: RTÉ Television Commissioned Programmes – Post-Project Completion Audits & Review For the Year Ended 31st December 2006 
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Totals

No. Audits Undertaken

33 33 16 27 25 2 41 46 34 27 37 6

327

Audit Status

Commenced 9 15 6 13 5 0 15 8 5 10 6 1

93

Continuing 7 2 1 3 5 0 10 12 14 8 9 0

71

Completed 17 18 9 12 15 2 16 26 15 9 20 5

164

328

Completed Projects

Remained with Budget 3 1 2 3 2 0 2 2 0 1 2 0

18

Saving Achieved 6 9 4 4 6 1 7 15 9 5 8 3

77

Variance Occurred 8 8 3 5 7 1 7 9 6 3 10 2

69

164

Costs Analysis

Budget Cost 6,246,156 7,179,994 5,458,535 3,354,717 2,446,196 3,312,524 3,313,572 6,381,149 2,789,050 7,023,651 4,817,229 2,742,630

55,065,403

Actual Cost 6,205,845 7,219,611 5,520,987 3,354,302 2,450,335 3,288,199 3,268,300 6,314,175 2,649,673 6,932,538 4,786,804 2,666,012

54,656,781

Variance

40,311 -39,617 -62,452 415 -4,139 24,325 45,272 66,974 139,377 91,113 30,425 76,618 408,622

% Variance 0.6 -0.6 -1.1 0.0 -0.2 0.7 1.4 1.0 5.0 1.3 0.6 2.8 0.7



	Source: RTÉ.


Table 5.16 below provides a reconciliation of RTÉ’s spend on commissioned programmes in 2006.  These figures, which exclude VAT, indicate that most of the commissioned programmes costs in 2006 (as reflected in Table 5.15 above) were related to contracts in excess of €100,000.

	Table 5.16: RTÉ Reconciliation of Commissioned Programmes Spend 2006

	[image: image48.emf]Reconciliation of Commissioned Programmes Spend- 2006

Commissions Contracted during 2005, which incurr spend/roll over to 2006 10,748,698 (Pre VAT)

Reduction/Additional Spend on 2005 Commisions (Note 1) -1,350,784

Commissions Contracted during 2006 >€100,000 44,705,182 (Pre VAT)

Commissions Contracted during 2006 <€100,000 6,130,868 (Pre VAT)

Non Recoverable VAT (Note) 3,713,630

Commissioned Programme Spend for 2006  63,947,594         



	Source: RTÉ.

Notes:

1.   The Reduction in expenditure relating to commissions contracted in 2005 primarily relates to the release of a provision for costs arising as a result of Non Recoverable VAT (NRV) which was made previously and which is no longer required following Revenue guidance.

2.  RTÉ pays VAT on commissions at various rates (0%, 13.5% and 21%). RTÉ can recover a proportion of its input VAT (circa 49%) and so the remainder (i.e. circa 51%) of its VAT cost is non-recoverable and is therefore an additional cost to RTÉ. The Material Commitment forms are shown before VAT.


Further to the analysis presented in the previous two tables, we have undertaken a detailed analysis of variance of all commissioned programmes in 2006. In particular, we have focussed on the sources of the difference between the RTÉ original budget and its actual spend. The results are presented below in Table 5.17.
RTÉ had 384 commissioned programmes in 2006, with a total original budget spend of €62,129,788.  The actual commissioned programme spend came to €63,947,594.  This implies a higher-than-budget spend by RTÉ on commissioned programmes of €1,817,806 during 2006. The equivalent figure for 2005 was €15,606,593, so the extent of cost overspends has improved. The 2006 figure implies that commissioned programmes over spent by almost 3%.

Table 5.17 below decomposes the €1,817,806 variance between RTÉ’s budgeted and actual spending on commissioned programmes into its components, based on the detailed programme level dataset examined.  There were four components in the analysis which led to the vast majority of the variation: programmes that were not provided for in the original budget, programmes not in the original budget as specific programmes but as a grouped budget and programmes that were provided for in the original budget which came in below budget or above budget.

There were 35 programmes that were not provided for in the original budget with a total cost of €7,363,702. We understand that these additional programmes that were unbudgeted for at the beginning of the year were identified and commissioned once additional funding (through increased revenues and funds allocated from in-house) became available. Indecon does not view these as cost over-runs as these reflect over-budget spend on planned programming.
Programmes not in the original budget as specific programmes but as a grouped budget were associated with an under-spend of €5,924,563. Above budget programmes were €2,283,797 over budget, while under budget programmes were €1,846,500 under budget.
	Table 5.17: Summary of Analysis of Variance between Programme Original and Forecast Budgets – All Commissioned Programmes (2006)

	Commissioned Programmes
	No.
	% of Total
	Original Budget (€)
	2006 Actual Spend (€)
	Variance between Original Budget and Actual Spend (Over)/ Under Spend

	Programmes not provided in original budget
	
	
	
	
	

	Decision to commission additional programmes
	35
	9%
	-
	7,363,702
	(7,363,702)

	Not in Original Budget as Specific Programmes but as a Grouped Budget
	155
	40%
	19,297,186
	13,373,304
	5,924,563*

	Programmes provided in original budget
	
	
	
	
	

	In Original Budget but Funds Reallocated to other Programmes
	86
	22%
	6,706,271
	6,734,230
	(27,959)

	In Original Budget and which came in On or Within +/- 5% of budget
	68
	18%
	18,719,549
	18,632,959
	86,590

	In original budget and which came in below budget (>5%) due to:
	
	
	
	
	

	Cost and editorial variations
	7
	2%
	2,743,221
	2,512,560
	230,661

	Reduced/(additional) episodes/hours
	4
	1%
	1,222,432
	824,550
	397,882

	Later/(earlier) timing – changes to production schedule
	8
	2%
	3,058,516
	2,249,181
	809,335

	Net savings on Prior/Current Year Commissions
	
	
	_
	(408,622)
	408,622

	Sub Total
	19
	5%
	7,024,169
	5,177,669
	1,846,500

	In original budget and which came in above budget (>5%) due to:
	8
	2%
	4,976,694
	5,599,258
	(622,653)

	Cost and editorial variations
	9
	2%
	4,734,573
	6,108,682
	(1,374,109)

	Additional episodes/hours
	4
	1%
	670,665
	957,790
	(287,124)

	Timing – changes to production schedule
	21
	5%
	10,381,932
	12,655,730
	(2,283,797)

	
	
	
	
	
	

	Total of Budget and Actual Spend for Commissioned Programmes
	384
	100%
	62,129,788
	63,947,594
	(1,817,806)

	Source: RTÉ.

*Note: Grouped budgets are where the actual title of the programme is not known or not finalised at the time of budget setting, but the scheduled slot has been assigned to that particular genre e.g: Entertainment RTÉ2 Two post 21:30. In 2006, due to changes in personnel and industry constraints, a number for key drama slots were not commissioned which meant that the drama budget was underspent by approximately €5.6 million. This under spend was reallocated to additional programmes.  


A similar analysis was conducted on the variance between budgeted an actual expenditure on RTÉ in-house programmes in 2006 (Table 5.18). This shows an overall over spend of €4,480,088 across the 189 in-house programmes in 2006 (the original budget was €42,794,748 and the actual expenditure was €47,274,836).

As before, the analysis breaks the overall net over spend between in–house programmes that were not in the original budget and those that were provided in the original budget.  The former entailed a cost of €934,278 (15 programmes) and the latter a net over spend of €3,326,150 (174 programmes), giving the overall figure of €4,480,088 over budget.

	Table 5.18: Summary of Analysis of Variance between Programme Original and Forecast Budgets – In-House Programmes (2006)

	Commissioned Programmes
	No.
	% of Total
	Original Budget
	2005 Forecast (Sept) (€)
	Variance between Original and Forecast Budget (€)

	Programmes not provided in original budget
	
	
	
	
	

	Additional Programmes
	15
	8%
	-
	943,278
	(943,278)

	Programmes provided in original budget
	
	
	
	
	

	In Original Budget but Funds Reallocated to other Programmes 
	99
	52%
	9,140,856
	9,111,108
	29,748

	In Original Budget and which came in On or Within +/- 5% of budget
	20
	11%
	19,726,160
	19,966,568
	(240,408)

	In original budget and which came in below budget (>5%) due to:
	
	
	
	
	

	Cost and editorial variations
	23
	12%
	2,365,501
	1,991,000
	374,501

	Reduced/(additional) episodes/hours
	2
	1%
	310,265
	169,961
	140,304

	Sub Total
	25
	13%
	2,675,766
	2,160,961
	514,805

	In original budget and which came in above budget (>5%) due to:
	
	
	
	
	

	Cost and editorial variations
	15
	8%
	4,329,920
	5,026,197
	(696,277)

	Additional episodes/hours
	4
	2%
	1,210,484
	1,683,806
	(473,322)

	Timing – changes to production schedule
	11
	6%
	5,711,562
	8,382,918
	(2,671,356)

	Total of Budget and Actual Spend for Commissioned Programmes
	189
	100%
	42,794,748
	47,274,836
	(4,480,088)

	Source: RTÉ.


5.5.4 Nature of Commissioned Television Programmes Expenditure

Analysis of programme level data provided by RTÉ facilitated a more detailed analysis of commissioned television programmes during 2006.  Table 5.19 shows the proportions of the 2006 costs allocated by RTÉ to each genre. The data relate to programmes commissioned but not necessarily completed or broadcast in 2006, thus the figures are not comparable with those presented above.

From the analysis of the data presented, it is clear that three genres, Drama, Entertainment and Lifestyle, account for a very high proportion of the total cost of commissioned programming in 2006 (69.2%). 

	Table 5.19: Analysis of RTÉ Television Commissioned Programming Spend in 2006 

	Genre
	No.  of Hours
	Total Cost in 2006 (€)
	% of Total Cost  for Genre in 2006

	Awards
	
	
	

	Documentary
	
	
	

	Drama
	
	
	

	Education
	
	
	

	Entertainment
	
	
	

	Lifestyle
	
	
	

	Music
	
	
	

	Other Factual
	
	
	

	Regional
	
	
	

	Religion
	
	
	

	Sports
	
	
	

	Young People’s
	
	
	

	Total
	1,039
	65,612,001
	100

	Source: RTÉ,  Indecon Analysis.

Note: Actual Cost of Commission is the total cost of programmes commissioned in 2006, irrespective of whether it is payable or part payable in 2007.  The cost includes NRV but excludes all costs of development, for the specific programme (where applicable) as this was incurred in prior years and in the case of programmes not yet commissioned as this development cost did not give rise to actual programme hours i.e. still in development.




5.6 Cost per Hour and Cost per Hour per Viewer of Commissioned Television Programmes

5.6.1 Cost per Hour of Commissioned Programmes

The results of statistical analysis on the cost per hour of RTÉ Television commissioned programmes by genre in 2006 are presented in Table 5.20 below.  The cost per hour is based on detailed commissioned programme-level data provided by RTÉ.  For each genre, the analysis presents the average cost per hour, the standard deviation or variability in the cost per hour (which is useful for assessing the range of values within each genre) and the number of programmes.  Caution should be exercised in interpreting these figures as different cost conventions apply within RTÉ in terms of the inclusion of overhead costs and other factors.
	Table 5.20: Analysis of RTÉ Television Cost per Hour of Commissioned Programming in 2006

	Genre
	No.  Programmes / Projects
	Unweighted Average Cost Per Hour (€)
	Standard Deviation (€)

	Awards
	5
	
	100,632.60

	Documentary
	39
	
	46,593.08

	Drama
	13
	
	351,471.80

	Education
	6
	
	55,013.36

	Entertainment
	33
	
	91,957.11

	Lifestyle
	30
	
	41,343.50

	Music
	11
	
	26,751.15

	Other Factual
	19
	
	44,022.38

	Regional
	25
	
	25,488.42

	Religion
	2
	
	466.24

	Sports
	3
	
	56,859.70

	Young Peoples’
	15
	
	101,084.40

	Total
	201
	
	117,750.70

	Source: RTÉ,  Indecon Analysis.

Note: Actual Cost of Commission is the total cost of programmes commissioned in 2006, irrespective of whether it is payable or part payable in 2007.  The cost includes NRV but excludes all costs of development, for the specific programme (where applicable) as this was incurred in prior years and in the case of programmes not yet commissioned as this development cost did not give rise to actual programme hours i.e. still in development.


It is clear from the data that the average hourly cost of the Drama genre far exceeds that of the other programme types. Furthermore, it is evident from the standard deviation, that the cost of such programmes is by far the most variable. In 2006, the average cost per hour of Drama was €___.  Although the other genre’s figures may not be directly comparable, programmes in the Drama category in 2005 had average hourly costs of across 11 programmes for which data were available. The maximum cost per hour in the Drama (or any other genre) in 2006 was __ per hour. At the other end of the cost spectrum, programmes in the music and religion genres were the cheapest to produce at ___ and ___ respectively.  It is important to note that CPH figures are influenced by hours of completion and BCI funded titles.  Decisions on the level of completion funding are not made by RTÉ alone. 
Table 5.21 presents the weighted average cost per hour of programmes commissioned in 2006.  The weighted average has been calculated by taking the total cost for the genre divided by the total hours for the genre (whereas the previous results were calculated at the individual programme level and we reported the average and the extent of variability among programmes within each genre).  The results based on the weighted average cost per hour are given in Table 5.21, where for comparison we also reproduce the (unweighted) average cost per hour figures given in Table 5.20.

	Table 5.21: Weight Average Cost per Hour of RTÉ Television Commissioned Programmes by Genre (2006) 

	Genre
	Weighted Average Cost Per Hour (€)
	Unweighted Average Cost Per Hour (€)

	Awards
	
	

	Documentary
	
	

	Drama
	
	

	Education
	
	

	Entertainment
	
	

	Lifestyle
	
	

	Music
	
	

	Other Factual
	
	

	Regional
	
	

	Religion
	
	

	Sports
	
	

	Young Peoples’
	
	

	Total
	
	

	Source: RTÉ, Indecon analysis.


In general, the results based on the weighted average cost per hour are similar to the earlier unweighted figures, although because the weighted figures ignore the variability among programmes within genres they are less sensitive to ‘outliers’ within a given genre than the unweighted figures.  

Irrespective of which measure is used, the Drama programmes are the most expensive genre for RTÉ to commission.  The largest differences between the two methods used to measure cost per hour arise in: Lifestyle, where the unweighted average cost per hour exceeds the weighted average cost per hour value by 149%; Sports (178% difference); and Young People’s (167% difference).

Table 5.22 below compares the RTÉ cost per hour on the basis of the 2006 unweighted average cost per hour from Table 5.21 with indicative BBC costs by genre.  The latter have been issued in line with the BBC Code of Practice on BBC’s Dealings with Independent Producers for Television Programmes Commissioned by the BBC (paragraphs 5 and 6).  The BBC data (which are publicly available) include:

· The underlying clearance costs for initial use;

· All direct costs that are from time to time incurred by the BBC.

Furthermore, it may also be worth bearing in mind that the RTÉ and BBC figures may not be directly comparable owing to the absence of an agreed standard set of definitions of what is meant by each category and what is included in each category/genre.  Also relevant is the difference in accounting and reporting structures between the two organisations and differences in scheduling.  Other relevant factors include the following:

· BBC does not detail what costs are allowable as programme costs within the Tariff Prices;

· Within the BBC Tariff Prices there are many subdivisions of Genre, for example there are 8 different categories of Drama and 6 categories of Factual programmes;  

· RTÉ and BBC operate in two completely distinctively separate markets with different Terms of Trade with independent producers.  Rights agreements, broadcast rights, number and size of independent producers in the market, RTÉ position of dominance in the market etc all cause market prices for commissioned programmes to vary hugely over the two markets.

RTÉ’s average cost per of commissioned programmes in Drama is between and ___. This falls within the (very broad) range of BBC indicative guidelines.  In particular, the RTÉ average cost per hour falls within the BBC category “Daytime and Low Cost Drama – Drama 1”, with a tariff rate per hour of up to £375k (€559k).  Unlike in 2005, none of the 2006 drama production had a cost per hour greater than €1m and thus none of these programmes had budgets comparable the BBC high quality Drama category.  

	Table 5.22: Cost per Hour of RTÉ Commissioned Programmes by Genre (2006) – Comparison of RTÉ  Figures and Indicative BBC Figures

	Genre
	RTÉ Cost per Hour
	BBC Indicative Range (£)

	
	Weighted Average Cost Per Hour (€)
	Unweighted Average Cost Per Hour (€)
	

	Awards
	
	
	N/A

	Documentary
	
	
	40,000-300,000

(20,000-200,000)

	Drama
	
	
	30,000-900,000+

(30,000-450,000)

	Education
	
	
	N/A 

	Entertainment
	
	
	20,000-285,00

(20,000-220,000)

	Lifestyle
	
	
	40,000-300,000

(5,000-200,000)

	Music
	
	
	40,000-350,00

(40,000-150,000)

	Other Factual
	
	
	40,000-300,000

(5,000-200,000)

	Regional
	
	
	N/A 

	Religion
	
	
	N/A 

	Sports
	
	
	N/A 

	Young Peoples’
	
	
	40,000-550,000

(N/A)

	Source: Unweighted figures from Table 5.20; weighted figures from Table 5.21;  BBC data available from http://www.bbc.co.uk/commissioning/tv/business/tariffs.shtml
Note: Figures in parenthesis refer to cost guidelines for ‘region and nation’ programming within the BBC.


From examining Table 5.22 above, it is clear that the majority of RTÉ commissioned programmes in the other genres come in either below, or in the lower end, of the range of budgets for their equivalent at BBC. This is true even if the RTÉ figures are compared to those of the cost guidelines for ‘region and nation’ (e.g. BBC Northern Ireland) programming within the BBC. These budgets, given in parenthesis in Table 5.22 , are more modest than the BBC’s national level budgets. These findings apply in the case of: Entertainment; Documentaries; Lifestyle; Music; Other Factual and Young Peoples.  

5.6.2 Cost per Hour per Viewer of Commissioned Programmes

An informative statistic that embodies both cost considerations and audience numbers is cost per hour per viewer.
  The viewer data are based on TVR data that Indecon obtained from RTÉ.  TVR refers to TV rating and is the percentage of the entire population over 4 years who watched a given programme.  

The results of our analysis of the data for 2005 and 2006 are presented in Table 5.23 below. Only data for compatible category headings were considered. The results show that the average cost per hour per viewer and also show the standard deviation (variability) and the number of programmes in each genre.  

As before, Drama programmes are the most expensive commissioned programmes.  However, when viewer numbers are controlled for, the magnitude of the difference between Drama programmes and programmes in the other genres is much lower, reflecting the fact that RTÉ Drama programmes attracted higher than average viewer figures in 2006.  

The next most expensive category was Young Peoples’ programmes which reflect relatively low audience figures for the sampled programmes rather than relatively high costs. Regional and Entertainment genres have average cost per hour per viewer figures ___. The fact that regional programming is the most cost effective genre for attracting viewers is indicative of peoples preference for local content, which is the key competitive advantage enjoyed by RTÉ.  

The aggregate cost per hour per viewer figures for the samples programmes is higher in 2006 than 2005 (€___per viewer hour in 2006 compared to €___). That is, RTÉ has to spend more on each hour of commissioned programming content in 2006 in order to attract the same number of viewers. If we exclude those programmes selected by RTÉ without consulting Indecon, then the 2006 figure is slightly higher at ___.  However the difference is not statistically significant.
	Table 5.23: Cost per Hour per Viewer of RTÉ Commissioned Programmes by Genre 2005-2006

	
	2005
	2006

	Genre
	Average Cost Per Hour per Viewer (€)
	Standard Deviation
	No. of Progs
	Average Cost Per Hour per Viewer (€)
	Standard Deviation
	No. of Progs

	Documentaries
	
	0.14
	17
	
	0.23
	9

	Drama
	
	0.98
	4
	
	0.45
	3

	Entertainment 
	
	0.56
	21
	
	0.10
	12

	Music
	
	0.03
	3
	
	0.21
	2

	Regional 
	
	0.15
	16
	
	0.07
	9

	Religion
	
	0.61
	7
	
	0.26
	2

	Sport 
	
	0.13
	2
	
	0
	1

	Young Peoples’
	
	0.17
	4
	
	0.83
	2

	Total 
	
	0.54
	74
	
	0.46
	40

	Source: Indecon Analysis of RTÉ September 2005 and RTÉ 2006 data.

Note: Viewer figures are based on RTÉ TVR data.  Number of programmes in final column above refers to the number of programmes per genre for which TVR data were available.  The average cost per hour per viewer figures are ‘unweighted’ figures.


5.6.3 An Econometric Analysis of Cost per Hour per Viewer of Commissioned Programmes

We also undertook econometric analysis of a random sample of anonymised commissioned programmes in 2006 using data obtained from RTÉ.  Viewer numbers were calculated by dividing the cost per hour by the cost per viewer per hour. The model has the logged viewer numbers as the dependent variable and logged costs per hour as an explanatory variable.
 

One would expect that, other things being equal, more expensive programmes would be higher quality and thus attract a higher audience. This theory is consistent with the positive and statistically coefficient on the logged cost explanatory variable in Table 5.24 below. However, the results indicate that the effect is ‘inelastic’ – a 1% increase in the cost of producing a commissioned programme results in a 0.68% increase in viewers (i.e. a less than proportionate increase in audience).
  This in turn highlights the importance of keeping control over cost growth relating to commissioned television programmes. 

	Table 5.24: Cost per Hour per Viewer of RTÉ Commissioned Programmes by Genre 2005-2006

	Dependent Variable: 
Natural Log of Viewers
	2006

	Explanatory Variables↓
	Coef.
	t-stat
	R-Sq
	Sample Size 

	LnCost
	0.68
	2.50**
	0.82
	40

	Documentaries
	4.39
	1.39  
	
	

	Drama
	3.95
	1.08
	
	

	Entertainment 
	4.98
	1.61
	
	

	Music
	4.49
	1.50
	
	

	Regional 
	4.86
	1.60
	
	

	Religion
	3.57
	1.26
	
	

	Sport 
	3.98
	1.25
	
	

	Young Peoples
	3.10
	1.08
	
	

	Constant
	No Constant
	N/A 
	
	

	Source: Indecon Analysis of RTÉ September 2005 and RTÉ 2006 data.

Note: Viewer figures are based on RTÉ TVR data.  Number of programmes in final column above refers to the number of programmes per genre for which TVR data were available.  The average cost per hour per viewer figures are ‘unweighted’ figures.

*,** and *** denote significance at the 10%, 5% and 1% significance levels respectively.


5.7 Trading and Financial Position

Table 5.25 below provides details on RTÉ’s Consolidated Income and Expenditure Statement 2005-2011. Total revenue for the year 2006 was €10m higher compared with that budgeted for 2006. This surplus reflects the increase in advertising revenue of €8.68m on the actual 2006 figure compared with the budgeted figure.

Total income is budgeted to grow by ___ between 2006 and 2007, with advertising income expected to grow by ___ while the  Licence Fee is budgeted to increase by €12 million (6.6%).  On a CAGR basis, RTÉ’s total income is projected to grow by 5.1% per annum between 2007 and 2011.  Licence Fee income is projected to grow by 5.8% pa and advertising income by 4.2% pa during this period.  The advertising figure is, in our view, on the conservative side, given anticipated economic growth and our earlier econometric analysis of RTÉ’s television and radio advertising income.

	Table 5.25: Consolidated Group Income and Expenditure Statement for RTÉ 2004-2011

	 
[image: image49]

	Source: RTÉ Management Accounts (month ending 30th December 2006); RTÉ Penultimate Draft Budget 2007 and Indicative Financial Projections  2008, 2009, 2010 & 2011.


On a CAGR basis, total operating costs are projected to grow by 4.7% per annum between 2007 and 2011, with personnel costs expected to grow by 4.3% per annum and other costs by 5.1% per year.

RTÉ’s Consolidated Balance Sheet for the period 2004-2010 is presented in Table 5.26 overleaf. It is clear from reading this table that RTÉ’s financial status is robust. No large increases in either current assets or liabilities are expected in the medium term.  Its capital structure is expected to remain relatively stable over the period to 2010.

The main movements in the asset base of RTÉ reflect the substantial capital programme (2005-2009), covering such cost items as the movement towards a digital, tape-less environment and various technical overheads and upgrades.  The net assets of the organisation are projected to grow by 9.5% on a CAGR basis between 2007 and 2011.

	Table 5.26: Consolidated Group Balance Sheet for RTÉ 2005-2011

	90,172

[image: image50]

	 Source: RTÉ Management Accounts (month ending 30th December 2006); RTÉ Penultimate Draft Budget 2007 and Indicative Financial Projections  2008, 2009, 2010 & 2011.


Table 5.27 presents RTÉ’s Consolidated Group Cash Flow Statement 2005-2011.  This reflects the Income and Expenditure Statement plus any change in Balance Sheet and explains how the company will meet obligations in terms of cash flow.  The budgeted net cash flow for 2006 was minus €5 million. The actual net cash flow was positive €13.5 million. This was due to better than budgeted Operating and Financial activities. Also of significance is the much lower capital expenditure compared with the budgeted level for 2006.  Financing activities and movements in cash flow are not expected to be large or generate significant trends in RTÉ’s cash needs over time, according to its forecasts. RTÉ’s net cash flow for the years 2007-2009 is expected to be negative but positive for 2010 and 2011. 

	Table 5.27: Consolidated Group Cash Flow for RTÉ 2005-2011

	[image: image1.png]Indecon






	Source: RTÉ Full Year Forecast 2005 (as at 30th September 2005); RTÉ Management Accounts (month ending 31st December 2006); RTÉ Budget 2007 and Indicative Financial Projections 2008, 2009, 2010 & 2011.


6 Change Management, Value for Money, Openness and Accountability

6.1 Progress on Change Management

In 2003, RTÉ was re-structured and the Integrated Business Divisions (IBDs) were introduced. The IBD management structure divides the organisation into News and Current Affairs, Television, Radio, Publishing, Performing Groups and NL (Transmission Network). One of the motivations for restructuring was increasing the potential for ongoing and incremental improvement in performance. 

As reported earlier, RTÉ Television increased its market share as regards the national all-day share of audience (adults aged 15+) in Ireland during 2005-06 (Figure 4.7) and since 2003 has maintained its share of the national peak-time audience (adults aged 15+) in Ireland (Figure 4.8). This performance is impressive when one takes consideration of the increasingly competitive environment, particularly the growth of multi-channel cable and satellite providers.  

This strong performance in the television market is in stark contrast to that of the RTÉ Radio IBD. As we have already seen in Figure 4.13-Figure 4.16, in the period 2002-2006, RTÉ Radio has been losing weekday reach and weekday market shares to competitors.

Financial performance has continued to be robust in 2006 as RTÉ’s buoyant commercial income growth has allowed the organisation to report an operating surplus in 2006. This strong financial performance in projected to continue to 2011.

6.2 Change Management Processes

6.2.1 Main Change Management Projects Underway in RTÉ Television

According to information provided to us, Change Management initiatives in RTÉ’s Television IBD in 2007 were divided among the Departments who were then given responsibility for their implementation. The Departments within the RTÉ’s Television IBD that had Change Management initiatives in 2007 were as follows; Broadcast and Acquisitions, Operations, Programmes, Sales, Sport and Finance. 

Table 6.1 summarises the current project status of RTÉ Television Projects as at May 2007. The Finance and Operations Departments currently have the largest number of ongoing change management projects. Of the 48 projects, 25 (52%) have been completed. 16 (33%) of the projects are currently on schedule for implementation by the project end date. 5 projects (11%) are behind schedule while 2 projects (4%) have been suspended. Both of the suspended projects were related to the Finance Department but will be taken by subsequent initiatives in different Departments. Of the 48 change management projects underway in the Television IBD in May 2007, 6 were instigated that year. The remaining 42 projects had been carried over from previous years. 

	Table 6.1: Current Project Status of RTÉ Television Projects 2007 - May

	Division
	Number and Percentage of Projects

	
	Completed
	On Target
	Ahead of Schedule
	Behind Schedule
	Project Suspended
	Total

	Broadcast & Acquisitions
	2
	4
	0
	0
	0
	6

	Finance
	7
	1
	0
	0
	2
	10

	Operations
	4
	5
	0
	3
	0
	12

	Programmes
	3
	4
	0
	0
	0
	7

	Sales
	4
	1
	0
	2
	0
	7

	Sport
	5
	1
	0
	0
	0
	6

	Total
	25
	16
	0
	5
	2
	48

	Split (%)
	52
	33
	0
	11
	4
	100

	Source: RTÉ.


Among the main Change Management initiatives covered by Television IBD in 2007 (which are being developed on an ongoing basis) were:

· Tapeless Server-Based Technology;

· Evaluation of the Effectiveness of Marketing Spend;

· Implement new e-Commissioning  System

· Monthly reporting of ratings estimation accuracy

· Inventorisation

RTÉ is currently moving towards maximising its use of digital technology. This is expected to impact positively and significantly on the organisation’s productivity. RTÉ Television is currently heavily tape-based, from acquisition through post-production to transmission.  File server technology will offer much more efficient, cost effective and flexible methods of production.  At the heart of this radical change is a fully digital post-production process that will enable browse editing, play-out through studios and major changes in workflow, which will give producers more control over their programmes.  

Ultimately, it is envisaged that the new system will be linked to acquisitions and a wide-ranging Media Asset Management process.  This particular initiative, which is recognised as critical for RTÉ, is expected to promote: lower running costs; greater productivity; enhanced turnaround times; and streamline operations. The Server Technology project Phase 4 is currently deemed by RTÉ to be on target for implementation by 2008. A related project that will allow desktop editing of material is behind schedule.

Another Television IBD change management initiative is the evaluation of the effectiveness of RTÉ’s off-air marketing activity. This will take the form of a quantitative national Omnibus study. It is hoped that the initiative will improve the quality of RTÉ’s Television communications and identify efficiencies for future campaigns.  Each campaign will be assessed individually using criteria such as creative execution and timing.  The project is currently considered by RTÉ to be on-target for completion in December 2007. 

The aim of the e-Commissioning project is to deliver a paper-less commissioning round thus improving efficiency and response times for independent producers. Submissions will be acknowledged and assessed more quickly and it will be possible to track the progress of the submission within the commissioning round. As of May 2007, this project was deemed by RTÉ to be on-target for delivery in June 2007. 

The Monthly reporting of ratings accuracy project being undertaken by the Sales Department aims to devise a method to track sales ratings estimates against actual delivery. It is hoped that the project will ultimately lead to a reduced error rate. This project was due to be implemented by the second quarter of 2007. However, the project is currently considered by RTÉ to be behind schedule due to personnel-related issues.

Finally, the inventorisation project being implemented by the Finance Department seeks to change RTÉ accounting policies in relation to programming content. RTÉ has a legal right to transmit acquired, commissioned and produced programmes and those programmes that have not been transmitted by the balance sheet date are assets which come within the definition of stock/ inventory. Thus, by implementing this project, RTÉ will achieve compliance with International Financial Reporting Standards. What is surprising is that this was not already the case. The project is considered by RTÉ to be on-target for its scheduled dates. 

6.2.2 RTÉ Radio

We understand from information received that RTÉ Radio set out four core strategic objectives in relation to Change Management, namely:

· Compete for Audience;

· Develop People and Skills;

· Defend and Grow Revenue;

· Control and Manage Costs.

In order to compete for audiences, RTÉ introduced schedule changes across all four services, most notably in RTÉ Radio 1, which involved changes to its afternoon, evening and weekday schedules (we understand without Material Commitments increases). 

RTÉ Radio undertook staff training and development audits as part of its objective to develop people and skills. In response to these audits, a number of priority training requirements were implemented. Revenue targets were achieved despite loss of market share and increased competition. The RTÉ Radio IBD attempts to control and manage costs focussed on stabilisation of headcounts, top talent cost growth and cost effective delivery of high profile events such as the Ryder Cup. 

The Change Management process also included efforts to prepare for the implementation of Digital Audio Broadcasting (DAB) and the associated delivery of six new, low cost stations. 

6.2.3 RTÉ News and Current Affairs

The primary Change Management challenge currently confronting the RTÉ News and Current Affairs IBD is the transition to the all-digital newsroom. According to the RTÉ Strategic Corporate Plan 2006, the introduction of the iNews system is underway. This project will facilitate journalists, editors and other production staff by allowing them to use digital systems for writing scripts, reading wire news, planning news coverage, etc. 

This shift to new technology will necessitate changes in work practices and will require some new skills. Thus systematic training and development structures will be provided. As the technology is constantly changing training and development structures must remain flexible. Furthermore, it is expected to explore ways to exploit the potential of the new digital system. According to a recently conducted staff survey, the News and Current affairs staff are prepared for this change. 

6.3 RTÉ’s Ability to Drive Improvement on a Sustained Basis

6.3.1 RTÉ Continuous Improvement Strategy

According to RTÉ’s Strategic Corporate Plan 2006, the Continuous Improvement Strategy outlines a plan for the implementation of a structured framework for identifying, prioritising, managing, tracking, measuring and reporting continuous improvement in the organisation. The process begins with RTÉ’s strategic objectives and their implementation. These form the basis for the implementation of initiatives. The key feature of the continuous improvement strategy is its focus on a performance measurement model. Thus the continuous improvement strategy outlines not only how to drive change but also how to measure it. 

The key objectives of the Continuous Improvement Strategy are to ensure that: 

· RTÉ’s programme of Continuous Improvement delivers on the corporate objectives;

· RTÉ implements the correct Continuous Improvement initiatives;

· RTÉ is implements the Continuous Improvement initiative correctly;

· RTÉ realises the full benefits to the business from its investment in Continuous Improvement initiatives. 

Within the Continuous Improvement Strategy, the key components are:

· RTÉ performance measurement model;

· Common programme, project and change management processes and methodologies for RTÉ;

· Benefits management and realisation model;

· Strategic alignment of all continuous improvement initiatives;

· Tracking and reporting process for continuous improvement initiatives in RTÉ;

· Staff training and development in the requisite continuous    improvement skills and knowledge;

· Knowledge management processes.

As part of the Continuous Improvement strategy, RTÉ plans to harmonise the Change Management processes and methodologies across the entire organisation. This will involve developing Change Management methodologies, guidelines, metrics, tools and templates to meet RTÉ’s specific needs. In doing so, RTÉ can ensure that change is managed consistently, effectively and efficiently across all projects and all areas of the organisation. 

6.4 Value for Money

A Value for Money exercise is currently under way in the Television IBD at RTÉ. The aim of the initiative is to maximise the output derived from financial inputs and create more awareness of the importance of managing costs. The funds saved as a result of the exercise will be reinvested in programmes. Although this analysis focuses on the Television IBD, it is intended that the initiative will be implemented across RTÉ. It is not anticipated that the Value for Money exercise will result in a reduction of the headcount.

Decisions in relation to issues such as off site storage, external editing, utility costs and live versus pre-recorded programmes may be affected by the value for money exercise. According to RTÉ, the value for money process have led to cost savings, outlined in Table 6.2 below. Further such cost saving initiatives are in the pipeline, which we consider to be of merit.

	Table 6.2: Analysis of Actual Cost Savings of RTÉ TV IBD arising from the Value for Money Exercise May 2007

	Process
	Savings Identified and being Progressed
	Savings Actually Achieved at May 07

	
	No.
	€’000s
	No.
	€’000s

	Multi Annual contracts for Independent Producers
	17
	
	6
	

	Agency Staff Renegotiation
	1
	
	1
	

	Tendering/Contract Renegotiation 
	3
	
	0
	

	Off-site Storage Rationalisation
	1
	
	1
	

	Tape Recycling
	1
	
	1
	

	External Editing / Graphics
	3
	
	0
	

	Other 
	2
	
	2
	

	Total
	28
	
	11
	

	Source: RTÉ.


As has already been mentioned, the BBC have a number of value for money initiatives.  Indecon believes that RTÉ should consider similar initiatives as part of its own Value for Money initiative.

Finally, according to RTÉ Television IBD’s 2006 performance development system (PDS) objectives, 49% of TV managers in Television IBD will have no written objectives in their annual PDS form relating to Value for Money and efficiency.  This situation should be rectified so that the value for money initiative covers as large a proportion of the Television IBD as possible

6.5 Greater Openness, Transparency and Accountability

Whilst the revised format of the RTÉ Annual Report has resulted in a significant improvement in the level of detail of reporting, it remains the case that RTÉ does not provide any independent and detailed market research on peoples’ perceptions of quality relating to RTÉ Television and Radio programmes.  The same applies in the case of information relating to the ‘reach’ of RTÉ’s television programmes (e.g. by social class, age and gender).  Both types of research information are also not available on the RTÉ website.
  We maintain our belief, as expressed in the 2005 Licence Fee Review, that the provision of such information is directly relevant to RTÉ’s PSB remit and such data would help in assessing whether the organisation is meeting the needs of separate communities and interest groups within Irish society.

In this regard, it is relevant to consider practices at other broadcasters, including the BBC.  One of the ways in which UK broadcasters qualitatively assess individual programmes is through Appreciation Indices (AIs).  A panel of viewers is asked to mark programmes out of ten, and the results expressed as a percentage.  This allows the broadcaster/regulator to identify programmes which may have a poor showing in terms of cost per hour per viewer, but which are highly valued by their (smaller) audiences.

The BBC not only looks at AIs, but it also does more sophisticated audience research.  This includes a pan-BBC Tracking Survey, based on a large panel of 10,000 viewers/listeners, which tracks attitudes not just to individual programmes, but also to opinions on value for money, range of coverage, and other topics germane to the quality of public service provision.  More recently an additional online panel has been established  (called ‘The Pulse’), which allows for greater flexibility through the insertion of  questions at very short notice.

AIs are not published by broadcasters in the UK although the BBC does publish results from its Tracking Survey (in its annual report), which provides publicly available feedback data on a range of quality information, including viewer/listener feedback on whether audiences are getting value for money from the BBC Licence Fee.

RTÉ is also averse to publishing data on cost per hour of indigenous television programmes (commissioned and in-house) and on cost per hour per viewer of such programmes.  Such information is provided by PSB organisations in other countries (including the BBC, which considers that cost per hour per viewer data is central in assessing value for money).  As with the cost per hour metric, we believe that the value in having access to cost per hour per viewer information lies with trends and relativities (i.e. past performance and comparison with PSB organisations in other countries).  While we would caution against a simplistic approach to the provision of such data (e.g. failing to recognise differences in organisations or national broadcasting markets), we nevertheless believe it merits fundamental consideration by RTÉ. 

7 RTÉ Output Commitments 2007

7.1 Introduction

This section sets out RTÉ’s indicative/draft Output Commitments for 2007 under the following headings:

· RTÉ Corporate Commitments;

· RTÉ Television Commitments;

· RTÉ Radio Commitments;

· RTÉ News and Current Affairs Commitments;

· RTÉ Publishing Commitments;

· RTÉ Performing Groups.

The formal listing of programme commitments was published in January 2007.  In addition to the comments included below, Indecon would draw attention to our overall view on the need for a more fundamental review of output commitments.  This should be related to measuring what use RTÉ makes of the licence fee compared to a counter factual of the scenario in the absence of these resources.  This should be done in a way which would give greater freedom to RTÉ and it should be aimed at reducing administrative costs of monitoring. 

7.2 RTÉ Corporate Commitments

RTÉ’s Corporate Commitments for 2007 are listed in Table 7.1 overleaf. These consist of 9 areas that the organisation will try to improve over the course of the year. The Corporate Commitments are made with reference to the RTÉ Strategic Plan 2006-2010. 

Indecon believes that in addition to the proposed commitments suggested by RTÉ consideration should be given to developing a corporate commitment in relation to delivering cost savings.  Some of the more minor commitments may be superfluous and should be replaced by more focussed and quantifiable targets. 

	Table 7.1: RTÉ Corporate Commitments 2007

	Number
	Corporate Commitment

	1.
	Following the publication of RTÉ’s Strategic Corporate Plan, 2006 – 2010 in March 2006 a second iteration will be published in 2007. This document, which is monitored on an ongoing basis by the Executive and the Authority, is helping to ensure strategic on-going planning across the organisation.



	2.
	Prepare a short version of the 2nd iteration of the Strategic Corporate Plan, 2006 – 2010 for distribution to the general public.



	3.
	Continue to work with the Department of Communications, Marine and Natural Resources (DCMNR) and the Oireachtas Joint Committee on Communications, Marine and Natural Resources, on the development of broadcasting legislation.



	4.
	The Authority adopted the Corporate Responsibility report in 2006; it was then published and widely disseminated. The second edition will be developed and published during 2007.



	5.
	Pilot an Irish language translation service as part of being in a position to meet fully all the requirements of the Official Languages Act once it is applied to RTÉ.



	6.
	Engage in the development and production of Masterbrand advertising with a view to having implementation start by end Q1 2007.



	7.
	With a view to enhancing RTÉ’s interaction with and service to young people in an educational and scientific context enter into a name sponsorship for one of the four categories in BT Young Scientists competition. 



	8.
	Introduction of a weighted system of monitoring election coverage on RTÉ Radio and Television to provide a more sophisticated and accurate measurement of RTÉ’s election coverage.



	9.
	Issue a road safety DVD, to all schools doing Transition Year Programmes, based on News coverage of road deaths in 2006.



	Source: RTÉ Statement of Commitments 2007.


7.3 RTÉ Television Commitments

RTÉ’s Television Output Commitments for 2007 are outlined in the following tables:

· Table 7.2 – RTÉ One Television Peak-Time Commitments;

· Table 7.3 – RTÉ Two Television Peak-Time Commitments;

· Table 7.4 – RTÉ One and Two Television All-Day Commitments;

· Table 7.5  – RTÉ Television Archive Commitments;

· Table 7.6– RTÉ Television Event Programming Commitments.

As suggested in the 2005 review, Indecon believes that the Output Commitments are very precise and that it may be more appropriate for RTÉ to have more flexibility by providing Output Commitments in terms of a range of hours rather than a specific point estimate.

In the case of the RTÉ One Television, the target hours at peak-time are down by 31 hours (2%) on the 2006 minimum target and by 48 (3.5%) on the actual 2006 hours.  Table 7.2 also lists new highlights planned for 2007. A considerable portion of this decline arises from a change in policies in the Entertainment and Music genre. 

	Table 7.2: RTÉ Television Commitments 2007 – RTÉ One Peak-Time

	Genre & Actual Hours 2006
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Drama 127 Hours
	125 Hours
	• Rough Diamond – 6 x 1 hours. 

• Single-handed – 2 x 1 hours. 

• Anner House – 1 x 90 minutes. 

• Damage – 2 x 1 hours. 

• Other Popular drama series including The Clinic and Fair City will be returning.

	Factual

385 Hours
	377

Hours
	Daytime and Lifestyle programming 

• Two new Irish lifestyle series for mid-week 20.30 slot.

• Factual Entertainment series for Sunday 20.30.

• Return of I Want A Garden, Life Without Me and How Long Will You Live along with other popular series like No Frontiers, House Hunters in the Sun, and Show House.
• The Great Escape.

• Home Salvage 
• Time on their Hands 
• New Regionally based lifestyle series.

• New Landmark Factual programming on Monday nights including The Hospice.

New Series of Arts Lives

• Subjects in 2007 will include: Michael Colgan, Charles Haughey & The Arts, Dónal Lunny, The story of Chick-lit, Paul Durcan, Thomas Lynch, Nuala Ní Dhomhnaill, Eileen Gray, Rory Gallagher, Sheila Wingfield, Fergus Bourke.

• Landscape Painting of Ireland 

Major Anniversary Programming

• Saville Inquiry
History

•  Hidden History
• Urban Tales
• The Catalpa Rescue 

• Fenian Fire

• The Ghosts of Duffy’s Cut

True Lives

• New series of this popular documentary series including: Face Value, David Connolly’s Story and other titles.

• Crash and Burn 
• Under The Knife 
• New Factual programming on Monday nights.

Multicultural

• No Place Like Home. 
• Storybook
• What in the World?
• Faraway up Close
Education

· New series of Families in Trouble 

Cláracha Gaeilge

• Níos Gaelaí...More Irish... 

• Nuala Ni Dhomhnaill profiled

• Tall, Dark and Ó hAilpín
• 26 half hour programmes which will include a mix of the popular Scannal, Leargas and other titles

• Literacy programmes continue with The Really Useful Guide as does Hands On.

• Science for young people returns with a new season of Scope.

Regional

• New Crime Series exploring the recent upsurge in criminal activity on the streets of our cities.

• Regional Lifestyle series.

• Rural Affairs series.

• Full restoration and completion of four episodes of To The Waters and The Wild originally filmed, but never edited, by Gerrit Van Geldren in the 1970’s.

• Wild Trials Extinct
• Vets On Call Series 4.

• Animal Rescue Series 2.

• Temple Mary 

Diversity

• Three 60 - A return of the disability series.

• Ability Awards. 

	Entertainment and Music

282 Hours


	247

Hours
	• The Telethon 2007 
• You’re a Star 
• Test the Nation, a major event for New Years’ Day
• New Classical Music Series.

• New Traditional Music Series 

• The return of some of Ireland’s most watched television shows, including The Late Late Show, Tubridy Tonight, Celebrity Jigs ‘n’ Reels, Hanging with Hector, Ryan Confidential, Winning Streak, Up for the Match, Rose of Tralee and Eurovision Song Contest.

	News/CA

591 Hours
	588

Hours
	• Regularly scheduled News and Current Affairs programming will continue, including Prime Time, Questions & Answers, Nationwide, and The Week in Politics.
• Comprehensive Weather Forecasting Service.

	Source: RTÉ Statement of Commitments 2007


There is also a decline in the number of target hours For RTÉ Two Television at peak-time. RTÉ is planning a significant decrease in target hours compared with the 2006 target of 102 hours or 28% on the 2006 target hours, of which Drama on RTÉ Two will be key.  This is partly due to the fact that RTÉ set an extremely ambitious drama target for 2006 and partly because the Fair City Omnibus will no longer be shown on RTÉ1. The table below also illustrates specific programme highlights.  Our view is that the targets appear reasonable and achievable in the context of the organisation’s planned schedule. The impact of the change in the Fair City repeat shows the prominence of this one programme in the Drama category. 

	Table 7.3: RTÉ Television Commitments 2007 – RTÉ Two Peak-Time

	Genre & Actual Hours 2006
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Drama

55 Hours
	30

Hours (the significant fall in hours is due to the strategic decision to split the Fair City omnibus into a

midweek 4x30

Daytime repeat on

RTÉ One)

	• Trouble in Paradise – 1 x 1 hour and 5 x 1/2  hours. Comedy drama set in a rural town around battles over love, land and secrets from the past. Lorcan Cranitch, Angeline Ball and newcomer Charlene Gleeson star.

• Prosperity - 4 x 1 hours series of poignant tales set at the losing end of the economic boom from writer / director team Mark O’Halloran and Lenny Abrahamson.

• Other popular event piece for RTÉ Two.



	News, Current Affairs and Weather 72 Hours
	80

Hours
	• RTÉ News on Two

• Comprehensive Weather Forecasting Service

	Entertainment and Music

124 Hours
	112

Hours
	• New comedy series The Modest Adventures of David O’Doherty.

• New comedy in Dan and Becs, the Posh and Becs of South County Dublin, who invite us to share the intimate secrets of their relationship.

• The Panel Election Specials - specially  commissioned episodes of The Panel will cast a wry eye over the last weeks of the General Election campaign.

• Irreverent comedy with Podge and Rodge.

• Celebrities go Anonymous - return of the popular series.

• More fun with the Naked Camera crew.

• The best in contemporary music in Other Voices.


	Factual

69 Hours


	45

Hours
	• How Low Can you Go - series 3 returns as the boys hit the road for an Australian road trip.

• No Experience Required - series two explores new dream careers for wannabes.

• So You Want to be Taoiseach? An A to Z guide to the world of Irish politics and how an ambitious would-be politician climbs the greasy pole from local council to the Cabinet Office.

• I’m An Adult Get Me Out of Here - more property solutions for the under 35s, to help them escape from the clutches of Mum and Dad.

• New Factual entertainment series for RTÉ Two, post watershed.



	Source: RTÉ Statement of Commitments  2007


Table 7.4 shows the Output Commitments and programme highlights in respect of both RTÉ One and Two Television all-day.  The overall minimum target hours of 2,610 hours (not including subtitling) represents an increase of 30 hours on the 2006 minimum target but a decrease of 378 hours on the actual hours in 2006. Given this, it would be extremely surprising if RTÉ were not able to fulfil its commitments in this regard. Also noteworthy is that 2007 target hours for Subtitling hours are up by 350 hours on the actual hours achieved in this category in 2006.

	Table 7.4: Television Commitments 2007 – RTÉ One/Two All-Day

	Genre & Actual Hours 2006
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Young Peoples

889 Hours 
	788

Hours
	• Fatima Mansions: Our Home 
• One Minute Jr International multi-platform exchange. 

• Science Shorts: 

• Fluffy Gardens: 

• Teen Tales: 

• My Parent’s Wedding
• Go For It-No Fear
• Kidspeak:
• DDN Star Search.

• Summer-time: a new daily series for Summer 2007.

• Returning programmes and series include Den Tots, Story Land and The Bandstand for pre-schoolers; Wakey-Wakey, The Club, The Loft, The Art of Don, Sattitude; Quizone and Dustin’s Daily News for the Under 12’s; TTV, The Café, Managing the Universe, SMS and Crap Rap - series 2 for teens and young adults.


	Sport

899 Hours
	652

Hours
	GAA

• The Sunday Game Live: Coverage of up to 50 live games from the 2007 Championships.

• The Sunday Game
• Sunday Sport: Highlights.

• Pride of the Parish: 6 part series, 

Soccer

• Euro 2008 Qualifiers: 

• International Soccer: Delayed coverage of all Ireland’s home friendly matches.

• The Champions League: 

• The Premiership: Saturday: 

• The Premiership: Sunday: 

• Domestic Soccer: Increased coverage of the Eircom League with 10 live matches. RTÉ Sport will also cover both semi-finals and the Final of the FAI Cup.

Rugby

• 6 Nations:

• Internationals: Live coverage of the Autumn Internationals. 

• Heineken Cup: Extensive highlights of all Munster and Leinster’s games in the Heineken Cup both at home and away.

• Heineken Cup Roadshow with Hook & Pope: 9 part series previewing and reviewing the Heineken Cup from club houses around the country.

• Against The Head: 10 part rugby magazine programme.

• AIB Rugby: Three live games, including the final, of the domestic club competition.
Horse Racing

• 30 days of live coverage of the biggest and most significant domestic race days in the flat and national hunt seasons.

• Live coverage of all 4 days from Cheltenham.

• Live coverage of the Aintree Grand National.

Boxing

• Live coverage of at least two events featuring professional Bernard Dunne.

• Extended Highlights of the Irish Amateur Championships.

Athletics

• Live coverage of the European Indoor Championships.

• Live Coverage of the National Athletics Championships.

• Live coverage of the European Cross-Country Championships.

• Live coverage of the Irish Indoor Championships.

OB Sport

• OB Sport will continue on a fortnightly basis in 2007 covering approximately 40 different sports.
Others
• World Rally Championship: Live coverage of the first ever round of the World Rally Championship to be held in Ireland.

• Basketball: Live coverage of the semi-finals and finals of the domestic cup competitions.

• Moto GP: Live coverage of the Moto GP season from across Europe.

• Live coverage of two A1GP races featuring the Irish driver and team.

• RDS Showjumping: 

• Hockey: Live coverage of the finals in the Men’s and Women’s cup competitions.

• Golf: Live Coverage of the Irish Open and Highlights of the European Open.

• Camogie: Live coverage of the All-Ireland Final.

• The FAI & GAA awards shows as well as the RTÉ Sporting Year Review.

	Subtitling 

5970 Hours
	6320

Hours
	• Subtitle coverage on all News and Current Affairs programming on both channels.

• Increasing the range of children’s programmes with subtitles.

• The introduction of subtitling on some sporting events.

	News & Current Affairs & Weather 

1210 Hours
	1170 Hours 
	• Regularly scheduled News and Current Affairs programming will continue, including Prime Time, Questions & Answers, Nationwide, and The Week in Politics.
• Comprehensive coverage of the General Election and, should they take place, Elections to the Northern Ireland Assembly.

• Children’s News Service on RTÉ Two.

• Comprehensive Weather Forecasting Service.

	Source: RTÉ Statements of Commitments 2007 


Table 7.5 shows programme highlights relating to Archive Programming in 2007, which includes film restoration projects and newly originated companion programmes.  These are likely to appeal to different tastes within the organisation’s overall viewers.

	Table 7.5: RTÉ Television Commitments 2007 – Archive Programming

	2007 Highlights include:

	· Disasters, 8 part series. Tales of major disasters as portrayed on RTÉ

· Homefront, 6 part series. A major history of domestic and social life in Ireland.

· War Stories 15-hour restored series 2. 8 part series on Irish participation in the Korean War and in the Congo. 

· 5 hours restored series

· I Live Here x 6 half hours.

· Breathing Spaces x 6 half hours. 

· Summer Pride (GAA) x 12 half hours Summer/Autumn 2007.

· A.N. Other (untitled) series x 6. 

· 3 hours Ad Hoc & Christmas


	Source: RTÉ Statement of Commitments 2007


The 2007 Television Commitments also include Event Programming and the highlights are shown in Table 7.6.  The highlights relate to special events during the year and are consistent with RTÉ’s PSB remit.

	Table 7.6: RTÉ Television Commitments 2007 – Event Programming

	2007 Highlights

	· Test the Nation 
· RTÉ People in Need Telethon 2007 
· The Irish Film and Television Awards.

· In The Den a new 5-part teenage activity series for broadcast during mid-term.

· The Memoriser.

· Playboy of the Western World-Riots Centenary Theme Night
· A new transition year series for broadcast during mid-term.

· One-off New Years Day humorous news review programme for young people.



	Source: RTÉ Statement of Commitments 2007


7.4 RTÉ Radio Commitments

Below, we outline RTÉ’s Television Output Commitments for 2007.  Consistent with previous years, the Output Commitments for 2007 contain a mix of (mainly) quantitative (i.e. hours) and qualitative (i.e. non-hours) targets to be achieved in 2006.

The genres for RTÉ Radio 1 are the same as those introduced in 2006, including Sport, Multicultural Society and History. This means that they data for the period after 2006 will be comparable for subsequent reviews.  The Target hours for 2007 are up by 52 hours (3.75%) on the 2006 target hours or 58.25 hours (4.2%) on the 2006 actual hours. These figures are not quite comparable as some of the minor subcategories were not available for various time periods. Despite this, it seems probable that RTÉ will achieve its commitments for Radio 1. 

	Table 7.7: RTÉ Radio Commitments 2007 – RTÉ Radio 1

	Genre & Actual Hours 2006 
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Regional Focus

( incl. Outside, Broadcasts, 

Special Events Coverage

ex Regions,

Local Government)

84 Hours 
	57 hours 
	· Special week of programming from a county/area that does not have a regular RTÉ presence.
· Main daytime and weekend shows should transmit at least twice a year from a regional location studio.
· Special series of recordings and OBs from national events (e.g. National Ploughing Championships & Arts Festivals).
· Grassroots – Local Government series - Qtr 3/4.



	Sport - RTÉ Radio 1

30 Hours
	N/A
	· Expand coverage of National Football & Hurling leagues to include live coverage of all Division 1 & 2 games in both codes.
· Introduce 2 female reporters for GAA coverage.
· Live coverage of Heineken Cup rugby.
· Full coverage of the European Indoor Athletics in March & World Athletics Championships in August.

	News & Current Affairs

1,221
	1,228 hours
	· Continuation of all main programming including Morning Ireland, News at One, This Week and World Report. 

· Coverage of the General Election

	Multicultural Society (cross-genre)

36 Hours 
	30 hours


	· 12 month campaign championing Diversity in Intercultural Ireland.
· Project to reflect European Year of Equal Opportunities for All.



	History

(Factual)

8 Hours 45 Mins 
	11 Hours
	· To include reflections/analysis of 50th Anniversary of the Treaty of Rome.
· A series on De Valera commemorating the 70th anniversary of the 1937 Constitution.

	Music 

N/A
	24 Hours
	· Ensure full coverage of all the Major Music Festivals in Ireland including Fleadh Cheoil na hEireann, Willie Clancy Summer School, An tOireachtas.
· Host & support the EBU Folk Festival.
· Increase the number of live performances in Radio 1 general programming – 1 per week.



	Irish Language Programmes 

N/A
	82 Hours
	· Develop a new bi-lingual music programme featuring contemporary Irish Music.
· Develop a new News review in Irish.
· Create a new Irish Language Arts portraits series.
· Celebrate the 400th anniversary of The Flight of the Earls.
· Celebrate the 400th anniversary of The Irish College in Louvain.



	Young Peoples 

N/A
	4 Hours
	· Macbeth in Monaghan – a series for Leaving Certificate students.



	Source: RTÉ Statement of Commitments 2007


The planned Output Commitments for RTÉ 2fm are presented in Table 7.8 below.  As RTÉ 2fm is commercially viable and is not in receipt of License Fee funding, Indecon believes that requiring RTÉ to provide Output Commitments for this particular station is not appropriate. RTÉ 2fm has committed to a total of 1130 hours in all genres in 2007. This represents a decrease of 98 hours (8%) on 2006 committed hours or 369 hours (25%) on 2006 actual hours.

	Table 7.8: RTÉ Radio Commitments 2007 – RTÉ 2fm

	Genre & Actual Hours 2006
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Student  Access (Children’s & Education)

11 Hours

8 Hours 

8 Workshops 
	9 hours

6 hours

24 One Day Workshops
	· Examination focus
· A series of radio programmes made by transition year students, under the guidance of an RTÉ 2fm production team.
· Radio workshops in Schools for TY Students  



	New& original music Production 

3 Festivals

31 Sessions

208 Hours

EBU 25 Offerings
	2 major festivals

40 sessions

45 hours
	· Coverage of Summer Music Festivals through Outside 
· Studio band sessions recorded in Studio 8 (day long session)
· Live Recorded Music



	Regional (cross genre)

219 Hours
	180 hours
	Regional Broadcasting

	Sports

53 Hours 
	50 hours
	2006 hours will be maintained

	Alternative music

416 Hours 
	400 hours
	Approx. 8 hours weekly – focus on new Irish music, supporting composers, singers and musicians

	News and Current Affairs

422 Hours 
	370 hours
	Maintain the current levels of News and Current Affairs minutage

	Factual

31 Hours
	30 hours
	Informative programming on modern culture

	Talent Development

131 Hours 
	40 hours
	New voices to National Radio

	Source: RTÉ Statement of Commitments 2007


Table 7.9presents the output commitments for RTÉ Lyric fm.  RTÉ has committed hours on Lyric in 2007 are 74 hours (48%) up on 2006 target hours and represent an increase of 56 hours (33%) on the 2006 actual hours. 

	Table 7.9: RTÉ Radio Commitments 2007 – RTÉ Lyric fm

	Genre & Actual Hours 2006
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Education & Outreach

45 Visits
	45 visits


	· Education & Outreach to include schools & 3rd level institutions (visits, not broadcasts)
· Publish CD (for primary schools) featuring Popular Children’s Classics.

	Regional Music and Arts

167 OBs
	215 OBs
	· Maintain coverage of regional festivals, venues and events

	Speech commissions

(Factual & Arts) 

13 Hours 
	13 Hours 
	· Maintain and develop the extra hours of contemporary spoken arts



	News

159 Hours 
	170 hours
	· 105 from News and Current Affairs

· 85 from Lyric fm

	EBU

38 offers to 

350 offers from 


	40 offerings to EBU

300 offers from 
	· Maintain offers of Performing Groups and Irish material to EBU

· Take concert material from EBU & broadcast 

	Source: RTÉ Statements of Commitments 2007


Table 7.10 presents data on the Output Commitments for RTÉ Radio na Gaeltachta in 2006.  The total target hours for 2007 have increased by 89 hours (8.3%) compared to the target hours for 2006 and 54 hours (49%) compared to the 2006 actual hours.

	Table 7.10: RTÉ Radio Commitments 2007 – RTÉ Radio na Gaeltachta

	Genre & Actual Hours 2006 
	Min Target Hours 2007
	Brief Description of Programme Content 2007

	Drama

22 Hours 
	10 Hours


	· Drama Serial 15 minutes per week



	Factual

64 Hours
	50.5 Hours


	· New Weekly expert discussion on language history and grammar – replaces Leagan Cainte 35 programmes ×30 minutes

· Documentary Features– 40 programmes ×60 minutes 

· Documentaries to celebrate anniversary of Flight of the Earls 4 programmes × 45 minutes

	Young Peoples’

(Children’s & Education)

32 hours
	72 Hours
	· Gaeilge na hArdteiste

· New Youth Programme i-Club 

· New Education Programme

	Regional

(cross genre)

116 Hours
	137 Hours


	· Cois Laoi – 40 programmes × 58 minutes
· Blas – 40 programmes × 28 minutes 
· Thar Tír Isteach – music programme from Belfast 40 programmes × 60 minutes
· Oideas agus Oidhreacht – 40 programmes × 60 minutes

	News and Current Affairs

872 Hours 
	890 Hours
	· Maintain existing news services (Election Coverage 2007)

	Source: RTÉ. Statement of Commitments 2007


7.5 RTÉ News and Current Affairs

Table 7.11 presents RTÉ’s Commitments for the News and Current Affairs IBD for 2007.  The commitments are in the form of 2007 highlights and pertain to RTÉ Television and Radio. The commitments include programming in the Young Peoples’ genre.

	Table 7.11: RTÉ News and Current Affairs Commitments 2007

	2007 Highlights

	The News and Current Affairs IBD will deliver the following hours of material in 2007:

· RTÉ One: 1,007 hours (including 564 hours transmitted in peak time)

· RTÉ Two: 84 hours of News (69 in peak time) 32 hours of Young People’s programming (news2day)
· RTÉ Radio 1: 1,228 hours

· RTÉ lyric fm: 105 hours
· RTÉ 2fm: 370 hours
Note: hours exclude weather forecast hours on RTÉ One and RTÉ Two
These will include:

· Comprehensive coverage of the General Election campaign, the provision of a results gathering operation for the count; as well as Results programmes on both TV and Radio.

· Comprehensive overage of any Northern Election that may take place.

· Two further The Week in Politics focus group specials.

· A further season of Prime Time Investigates.
· Nuacht Pobail community news on TG4

· Full series of One to One interview programmes.

· International Thematic Focus for 2007.

· Additional Morning Ireland programmes on-the-road from regional locations. 



	Source: RTÉ Statement of Commitments 2007


7.6 RTÉ Publishing Commitments

Table 7.12 shows RTÉ’s Output Commitments for its Publishing IBD for 2007. These commitments are in relation to the RTÉ Guide and RTÉ e-Publishing.

	Table 7.12: RTÉ Publishing Commitments 2007

	RTÉ Publishing 

	· Continue to provide an engaging weekly magazine that exceeds audience requirements.

· Bring the RTÉ Guide brand to new audiences on the web, with an extensive, service-driven rteguide.ie website and through multimedia projects.

· Enhance the experience of existing RTÉ.ie users and appeal to new users, with a fresh design that showcases our services in a comprehensive, dynamic and straightforward manner.

· Deliver more RTÉ content on mobile and broadband platforms in News, Sport and Entertainment.

· Grow the current online audience by increasing the number of monthly unique users by at least 15%.

· Grow the amount of content available on demand via new devices, such as iPods. 

· Maintain and grow the availability of RTÉ Aertel as a popular information service on teletext, the internet and mobile.

· Provide a service to the diaspora with timely and comprehensive home news on RTÉ.ie 

· Pilot Digital teletext on available digital platforms. 

· Use innovative technologies to promote audience interaction and communications between TV and Radio programmes and their viewers and listeners.

· Anticipate and meet changing audience behaviour by providing RTÉ content in multimedia formats.



	Source: RTÉ Statement of Commitments 2007.


7.7 RTÉ Performing Groups Commitments

Table 7.13 and Table 7.14 give RTÉ’s Output Commitments for its Performing Groups Division in 2007. The commitments are in terms of concert performances and education-related performances and workshops. The commitments distinguish between events taking place in Dublin and those that will occur in the ‘regions’.

	Table 7.13:RTÉ Performing Groups Commitments 2007

	2007 Highlights

	During 2007 the RTÉ Performing Groups will give a total of 190 public performances.

These Performances will include:

· 64 – RTÉ National Symphony Orchestra (RTÉ NSO) 

·   3 – RTÉ NSO with the RTÉ Philharmonic Choir

· 77 – RTÉ Concert Orchestra (RTÉ CO)

· 30 – RTÉ Vanbrugh Quartet 

·   9 – RTÉ Cor na nÓg

·   7 – Guest ensembles. 

	

	The RTÉ Performing Groups will also engage in a total of 84 education-related performances, workshops and talks and be involved in Television, Radio and Recordings.

	Source: RTÉ Statement of Commitments 2007


RTÉ is committing to five additional concerts in 2007 as compared with its 2005 Commitments, although 10 less than the actual outputs in 2006.  At 80, the committed number of Educational Activites in 2007 is unchanged from the number committed to in 2006 although it is down on the 91 activities actually delivered in 2006.

	Table 7.14: RTÉ Performing Groups Commitments 2006

	RTÉ Group
	Concerts
	Educational Activities

	
	Dublin
	Regions
	Total
	Dublin
	Regions
	Total

	RTÉNSO
	  55
	10
	  65
	43
	11
	54

	RTÉNSO/Phil Choir
	   8
	-
	   8
	-
	-
	-

	RTÉCO
	  63
	14
	  77
	17
	  8
	25

	RTÉ VQ
	   7
	21
	  28
	-
	-
	-

	RTÉ Cór Na nÓg
	   7
	-
	   7
	-
	-
	-

	Guest ensembles
	   5
	-
	   5
	  1
	-
	  1

	Total 
	145
	45
	190
	61
	19
	80

	Source: RTÉ.


8 Conclusions and Recommendations

8.1 Conclusions

Our overall assessment is that 2006, like the previous year, has been a successful and positive year for RTÉ, notwithstanding ongoing competitive challenges in Television and Radio, especially the latter.

The organisation has broadly succeeded in fulfilling its Corporate Commitments and has met or exceeded its Output Commitments in Television, Radio, Publishing and Performing Groups.  The financial standing of the organisation is strong and, together with its focus on indigenous programming output, it has a clearly defined competitive strategy of differentiating itself from its rivals in the Irish broadcasting sector.  

However, our analysis has shown that there are a number of issues that we feel merit action and/or further consideration.

We continue to have concerns about the nature of the Output Commitments relating to the key areas of Television and Radio.  These are published in view of the organisation’s scheduling system, which is agreed in the previous year.  RTÉ’s Statement of Commitments also includes targets made in respect of areas that are not in receipt of Licence Fee income (e.g. 2fm), which may not be appropriate.  

Given the nature of broadcasting, it tends to be difficult to fully assess the quality of PSB output, notwithstanding critical reaction, awards and viewer numbers, all of which have been positive for RTÉ in 2006 (as in previous years).  However, we believe this process would be assisted by the publication of survey-based market research regarding changes in audience perceptions of ‘quality’ and of audience ‘reach’, which we view as relevant to the remit of PSB.  We noted earlier how the BBC undertakes audience research regarding programme quality (it has a dedicated Audience Research unit) and makes the results of its research available to viewers/listeners (e.g. in its annual report).  While there is a large difference in the scale of resources between the BBC and RTÉ, we nevertheless consider that undertaking and publishing market research aimed at understanding audience views of programme quality would be appropriate. We note nevertheless RTÉ initiatives in internet survey work and other initiatives. 
We continue to be concerned at the lack of a programme inventory system at RTÉ and the implication this may have for cost analysis, as acquired programmes may have an investment value beyond the year in which they are acquired and/or broadcast.  We understand that RTÉ is due to implement a programme inventory system in 2008 (in our 2005 Review, we understand that this would be achieved in 2007).  We believe that such an initiative is feasible and can be implemented in 2008.

We view the development of a detailed project management system for Television, and now adopted in Radio and News and Current Affairs, as a potentially important Change Management initiative in 2006.  However, while strides have been made in Television, it is our assessment that Change Management and Continuous Improvement is pitched at a very high level for the other IBDs.  We believe that more specific measures and metrics relating to cost control have scope for being implemented in the short-term.

We are aware of the extent to which personnel-related costs are increasing at RTÉ – these are the largest component of operating costs and the increases at RTÉ come at a time when PSB organisations in other countries are cutting back substantially on staff costs.  We believe that an appropriate way of ensuring that staff costs are kept at a minimum efficient level is to continue with the major skills audit initiated in 2005 and to roll out the positive value for money initiatives that have been implemented in the Television IBD.  In particular, we believe that value for money initiatives should be linked directly to staff appraisal and development initiatives within the organisation.

As a PSB organisation, we believe that RTÉ should consider the merits of utilising and developing key performance metrics relating to cost per hour and cost per viewer/cost per hour per viewer for its indigenous television programmes, by channel and by genre and also the costs to revenue relationship.  The availability of such information would, we believe, help in identifying the precise usage of the Licence Fee and would facilitate international comparison/benchmarking of performance.  

8.2 Recommendations

Based on the analysis the following table contains our recommendations, which we believe should be considered by RTÉ.

	Table 8.1: Table of Recommendations

	‘Reasonableness’ of Output Commitments

1. RTÉ, in conjunction with the Department, should undertake a fundamental review of the nature of RTÉ’s Output Commitments, relating to RTÉ’s PSB remit and concentrating on its commitment to broadcasting high quality television programmes with a particular Irish focus, which would otherwise not be possible in the absence of the Licence Fee.  We believe that such a review should have regard to developments in other jurisdictions.  This should of course be done in the context that editorial control will remain with RTÉ.

	Survey-Based Market Research of Audience Perceptions of ‘Quality’ 

2. Regular/quarterly survey-based market research should be undertaken to gauge the movements in audience perceptions of the quality of RTÉ’s Television and Radio programmes and the results should be published.

	Audience ‘Reach’

3. RTÉ should  consider publishing data on audience ‘reach’ of its Television programmes, in terms of social class, age, gender, ethnicity etc.   This proposal is particularly relevant giving the growing number of emigrants in Ireland.

	Programme Inventory System

4. RTÉ should ensure that its proposed programme inventory system, which would facilitate ongoing cost control and planning within the organisation, is implemented in full in the coming year.

	Value for Money

	5. RTÉ should consider publishing, on at least an annual basis, indicators of value for money, such as cost per hour or cost per hour per viewer, would serve as relevant indicators of programme quality, which is central to PSB generally and of RTÉ’s PSB remit in particular.

	Cost Control

6. RTÉ should continue to give a high priority to achieving cost efficiencies and quantified targets for minimum cost items should be developed.

	7. RTÉ should develop its Scheduled-Based Budgeting and Planning (SBBP) system to identify costs and revenues on specific programmes.

	8. RTÉ should consider greater use of benchmarking as an input to cost management.

	9. We also support RTÉ’s proposed widening of its procurement process to secure increased efficiencies.

	Nature of Targets and Licence Fee

10. A significant change in the nature of RTÉ Licence Fee adjustments should be introduced whereby a quantified part of any change should be Dependent on RTÉ achieving best practice efficiency levels and/or quantified cost savings

	Source: Indecon


8.3 Licence Fee 2007 

8.3.1 Form of Regulation

Currently, the annual adjustments to the Licence Fee are based on a specific form of price regulation known as the ‘CPI-X’ formula, in which CPI denotes the Consumer Price Index (the main measure of price inflation in Ireland) and X is the adjustment factor.  In particular, the formula states that the Licence Fee (for the forthcoming year) will be equal to the rate of inflation (for the previous year) plus an adjustment to reflect key factors such as costs, programme performance and organisation improvement within RTÉ.  The X factor may be positive, negative or equal to 0 and the value taken by X will determine how the Licence Fee for the forthcoming year will change from that in the previous year.

In general, the CPI-X formula has certain advantages.  It is simple (relative to other forms of economic price regulation) and flexible – it can be adjusted on an annual basis to reflect new developments, thereby providing the regulated organisation with the incentive to improve its performance.

8.3.2 Licence Fee 2007
Indecon considers that the financial targets set by RTÉ in its 2007 Budget (Final, 4 December 2006) are generally appropriate targets for the organisation, which would see the organisation generate EBITDA (earnings before interest, tax and  depreciation/amortisation) of €27.7m or a net surplus of €10.9m.

RTÉ’s 2007 Budget, which embodies assumptions regarding the number of Licence Fee payers, advertising income, staff-related costs and commissioned programmes costs (Television), inter alia, would, according to RTÉ, require an increase in the Licence of 2% from 1 October 2007, bringing the new Licence Fee to €161.
In terms of the key drivers of RTÉ’s income (besides the Licence Fee) and costs, the 2007 Budget assumes __ growth in advertising income (on the 2006 figure), 7.5% increase in personnel-related costs and 9.9% growth in commissioned television programmes costs.
Annex: Highlights in RTÉ Television Programming During 2006

	Table A1: Key Highlights in RTÉ Television Programming During 2006 – Drama

	Stardust

Originality: Stardust was a dramatised reconstruction of the Stardust fire and its aftermath on Valentine’s Day 1981. The broadcasting led to a series of events.
Risks in Creativity:  This two-part series was particularly contentious for many because of a fear it would be a sensational display and as such could be more voyeuristic than serving a greater purpose. The material was sensitively developed by the creative team.

Maintain & Develop On-Air Talent: Strong ensemble cast including Ger Ryan, Brian Walker, Ruth Bradley and Ruarí Conroy.

Other New Talent:  Stardust gave opportunity to first time series writer, Paul Walker.

High Standards & Quality: The two-part drama performed exceptionally well achieving a 46% share of all viewers. In addition, the serial was nominated for a number of prestigious awards and won the IFTA for the Best Serial Drama in 2006 as well as Best Actress for Ger Ryan and Best Editing for Stephen O’Connell.

	Legend

Originality: Legend was set in an outer urban environment, reflecting a culture of contemporary times and offering a unique and original voice of writer, Ken Harmon.

Risk in creativity: Ken Harmon, writer, had never previously written for television. 

Maintain and develop on-air talent – A strong ensemble cast included Padraig Delaney (The Wind that Shakes the Barley), Ruth Bradley (Stardust), Alan Leach (Love is the Drug) and Simon Keogh.
The series delivered a 29% share in the 15-24 audience.

	The Clinic (Series 4)

Maintain & Develop On-Air Talent: The Clinic Series 4 again provided an opportunity to develop existing acting. The series has been a showcase for existing and new talent. The Clinic Series 4 introduced newcomer Rosin Bradley as well as Dawn Bradfield (Pure Mule), David Herlihy and Gemma Craven who have become established members of the series standing alongside established members, Aisling O’Sullivan and Dominic Maffam. 

Other New Talent: Series 4 was directed by Daniel O’Hara, previously a director of short films. 

High Standards & Quality: Four series of the Clinic have seen it establish itself as a well-known and popular series for RTÉ One audiences across all demographics. Year-on-year the audience increased to 34.3%. While marginal this was impressive in comparison to RTÉ One’s overall performance in the period. The Clinic continues to sell well on the international market and its popularity is also reflected by both Best Drama and Favourite Drama awards in the 2006 IFTA’s. 

	Source: Indecon/RTÉ.


	Table A2: Key Highlights in RTÉ Television Programming During 2006 – Factual (Arts & Culture, History, Documentary)

	The Family Silver II 

Other New Talent: Liberty Films is a new production company and this was their first re-commission for RTÉ TV. 

	Junior Doctors
Other New Talent: Director Traolach Ó Buachalla had not previously taken charge of a peak-time series.

	In Search of the Pope’s Children
Originality/Experimentation/Risks in Creativity: In turning an authored text on society and economics into high-paced, visually varied and entertaining television, the production team deployed drama in two modes (historical reconstruction and fictive characters representing social archetypes), and used visual suggestions and puns to amplify the presenter’ text and tone. 

Maintain & Develop On-Air Talent: This was a departure for David McWilliams as a peak-time presenter. 

Other New Talent/High Standards & Quality: The team of Ruan Magan (producer), Sarah Share (director), Bob Caldwell (editor) and Colm Whelan (DoP) was assembled for the first time and used as a self-contained production unit by Tyrone Productions, which normally uses its own staff or regular hires.

	Bloody Sunday: A Derry Diary

Risks in Creativity: this complex and long-term filming project (following The Saville Inquiry over a period of 6 years) was constructed as an authored documentary, presented by the producer/director who was herself a participant in the events of Bloody Sunday and a witness to the Inquiry.

	The Hospice

High Standards & Quality: This poignant and highly personal subject was filmed and edited with notably high production values on a standard budget, securing strong press reviews in this regard.

	Future Shock: Property Crash

Originality/ Experimentation / Risks in Creativity: This was the first venture in ‘predictive current affairs’ – examining the prospects for Irish society in specific emerging scenarios. This provided a controversial assessment on an important issue of public interest.

On-air Talent: This was Richard Curran’s first appearance as presenter for a peak-time documentary.

	Surgeons

High Standards and Quality: This peak-time series delivered sustained high quality over 4 episodes, both in terms of access and human drama in the observational mode.

	Would you Believe

On-air Talent: The presenter team, led by Mick Peel and Anna Nolan, performed strongly in this continuing series. 

	Last Judgement

Risks in Creativity/ On air Talent: Mick Peel was deployed not in the normal Reporter mode but as an inquiring mix of author and crusader, allowing for his Church and faith to show while also using his empathy for those affected by Church dogma and decisions to fire his journalism and lend an editorial edge to the programmes.

High Standards and Quality: The programmes were recently honoured with a major European award in Religious Television. 

	The View
On-air Talent: John Kelly continued to present these running Arts programmes.

High Standards and Quality: Investment in a new set and look for these programmes provided a significant upgrade to their visual quality and interest, meeting a key challenge in what is a speech-based format.

	O’Gorman’s Summer

On-air Talent: Paddy O’Gorman continued to author and present this annual series providing a base for low-cost programming that wins good audiences. 

	Tails from America

Risks in Creativity: The opening montage of man and dog, set to the tune of the movie The Odd Couple, establish the twin subjects of human society animal welfare and the marriage between the two in an immediately accessible and amusing manner which provided a platform for all that followed.

On-air Talent: Publisher John Ryan was the key talent around whom the documentary pivoted and was deployed for the first time in RTÉ programming in this capacity.

Other New Talent / High Standards and Quality: This was a first outing as Director for Cuan MacConghail, an experienced TV and Film editor. 

	After Maeve
Originality/ Experimentation? Risks in Creativity: The decision to commission cartoon animation around the diaries and journals of the dead young girl Maeve, and to weave this element in and out of actuality sequences, was key to the realization of this story of loss and bereavement and renewal. 

	1916: The Man Who Lost Ireland

Risks in Creativity/ High Standards and Quality: The dramatisation of key sequences in a modern Irish historical context, involving well-known figures, all within documentary rather than Drama budgets, was a creative risk which paid off in this treatment. The resultant production values were high.

	Aiken: Gunman and Statesman

Risks in Creativity/ High Standards and Quality: The dramatisation of key sequences in a modern Irish historical context, all within documentary rather than Drama budgets, was again a creative risk which paid off in this provocative treatment of a major Irish political figure. The resultant production values were very high.



	The Ghosts of Duffy’s Cut

Risks in Creativity/ High Standards and Quality: The decision to address a historical episode pre-dating film or still photography led to extensive dramatization, a creative risk which paid off in this poignant tale of the tragedy of unknown immigrants. The production values were very high.

	Ireland’s Nazis

Risks in Creativity/ High Standards and Quality: : The dramatisation of key sequences in a modern Irish historical context, all within documentary rather than Drama budgets, was again a creative risk which paid off in this strongly journalistic treatment. The edit was vigorous and mixed injections of pace and strong audio elements with marked success.

On-air Talent: As perhaps the only surviving presenter who is a veteran of WWII, and who also had a personal campaigning interest in this subject, Cathal O’Shannon was the mediator of this subject.



	Crime Call

On-air Talent: The pairing of Anne Cassin with Con Murphy for the first time, in this third season of this running series, met an identified need in this production and proved a key asset. 

	Across the Roof of Russia

High Standards and Quality: The Arctic visuals in this Irish global exploration documentary were of an exceptional quality.

	So You Want To Be Taoiseach

Originality: This authored, light factual series was a fresh and original departure as a treatment of Irish politics and modern political events.

	Chain Reactions II

Originality/ On-air Talent: This original format continued to provide a unique medium for distilling and presenting narratives from recent Irish and world history. Simon Delaney once again was the  mediator.

	Leagues Apart

Originality: Business reality show for under 35s This original format addressed the nature and politics of selected urban European societies by deconstructing their passionate football ‘derby’ matches and the history and differing support of the clubs involved. Ardal O’Hanlan was the scripter, presenter and interviewee in this, his first RTÉ presenting role. 

	Source: Indecon/RTÉ.


	Table A3: Key Highlights in RTÉ Television Programming During 2006 – Entertainment

	Celebrity Jigs and Reels

Originality: A format that took the success of dancing shows on TV internationally and gave it a distinct Irish flavour.

	Naked Camera

Originality: An innovative spin on the hidden camera genre. The talent involved continued to invent new characters.

Maintain and Develop On-Air Talent:  This series was driven by PJ Gallagher.

	The Podge and Rodge Show

Maintain and Develop On-Air Talent:  A development of two familiar character from their short 7 minute Scare at Bedtime series to their own chat show. Hugely successful with the key youth audience.

High Standards and Quality: Adoption of new techniques regarding live studio programming.

	Ireland’s Richest

High Production Values: A run through the richest Irish people, including the statistics, the origins of their wealth and their own reflections. There was a deliberate decision to introduce higher production values to this holiday type programming.
Development of Talent: This was the first show featuring Craig Doyle on RTÉ for several years. 

	Charity You’re a Star

Development of programming brand: A second season of this spin off of the popular RTÉ One talent series proved as popular as its debut.

	The Electric Picnic

Experimentation: Experimented by devoting a large part of a weekend to an ‘alternative’ rock festival and scored well with RTÉ Two’s target audience. 

	Source: Indecon/RTÉ.


	Table A4: Key Highlights in RTÉ Television Programming During 2006 – Regional

	The Brothers:

Risk in Creativity and New Talent: The townlands Documentary – The Brothers was filmed over a ten year period at key moments in the lives of two elderly bachelor farmers. The film, from a first time director, was nominated for an IFTA award.

	Ear to the Ground

Develop New Talent and High Standard: Ear to the Ground introduced a new female journalist presenter, Maeve Dineen and maintained a good audience share through the sixteen week run. The special on Irish farmers in Argentina set the news agenda on other media outlets.

	5 Star

Risks and Creativity and High Quality: The Observational series 5-Star, following the setting up of a new 5 star hotel was a risky commission but the resulting series was insightful and of high quality.

	Animal Rescue

Develop new Talent: Animal Rescue was a well produced observational series that utilized new directors from a developing Independent production company.

	Source: Indecon/RTÉ.


	Table A5: Key Highlights in RTÉ Television Programming During 2006 – Daytime & Lifestyle

	Soeige and O’Shea

Maintain and Develop On-air Talent: This new Daytime series introduced two new presenters to RTÉ viewers. Joe O’Shea was a completely new face and Gráinne Seoige was brought from Sky TV.

	No Experience Required

Originality: This was an original format for RTÉ Two in which participants compete every week to get their dream job. It was also the first home produced hour long, factual entertainment format commissioned for RTÉ Two. The format was based on reflecting the lives of younger viewers in an entertaining and intelligent way. The format was successfully sold to a UK distributor.
Other New Talent: This was the first foray of Liberty films into formatted factual and introduced a new Series producer, Katie Brosnan to the sector in Ireland. 

	How Low can You Go

Experimentation: This was an experimental format which blurred the distinction between presenter and participant and which told the story across the series without V/O. Considering the fact that this was for RTÉ Two, where the audience is used to heavily scripted programmes, this was innovative with average audiences at 15-16% on Thursday nights. 

Maintain and Develop On-Air Talent: The series introduced and developed Mark, Baz and Michael as RTÉ Two faces.

	I’m an Adult, Get Me Out of Here

Originality: This was an original lifestyle format, developed with RTÉ Two audiences in mind.

Maintain and Develop On-air Talent: John Maguire was a new face that resonated with the audience for RTÉ Two.

	Life Without Me

Originality: This was an original format.

	The Great Escape
Experimentation: This was the first traditional lifestyle programme commissioned into a post-watershed slot It performed well in this slot with an average share of 28%. 

	I want a Garden

Originality: This was a new twist on a very old subject matter and was really fresh for the audience. The show had an average share in the mid-thirties and has been successfully sold to a number of territories by Programme Sales. 

Maintain and Develop On-air Talent: This was Diarmuid Gavin’s first series for RTÉ. 

	Beat the Stylist

Originality: This was an original format. 

	Source: Indecon/RTÉ.


	Table A6: Key Highlights in RTÉ Television Programming During 2006 – Young People’s Programmes

	DDN Star Search

Originality: The originality lies in adapting the successful talent search model specifically for the 8 to 12 age group. Over 8 months, acts from around the country performed on DDN – the final 6 acts were decided by public vote. The series ended with a superb grand final representing valuable family viewing to the RTÉ schedule.

Experimentation: an innovative strand within the DDN programme which engaged kids all over Ireland, provided them with an outlet for their singing talents and promoted the RTÉ  Two / The Den brand. 

Maintain and Develop On-air Talent: DDN Star search live final was another opportunity to see and test the range and abilities of YPP presenters Brian Ormond and Sinead Ni Churnain in a live studio production. 



	No Experience Required Transition Year (NERTY)

Experimentation: successful adaptation of a format first developed for adult viewers under the Lifestyle genre. NERTY was the brainchild of Commissioning Editor of YPP as a way to provide transition year students with a fresh and innovative careers series with a lot more relevance, entertainment value and appeal for the target audience. 

Other New Talent: Created the opportunity to develop Liberty films as a supplier of quality programming for the YPP genre. Previously their experience was in factual and lifestyle programming .

High standards and Quality: the same high standards of production values and narrative excellence were employed by Liberty as with the adult Lifestyle series and for a more modest budget.

	Jam (series 2) 

Originality: developing on the original format devised in 2005, this original format for YPP’s involved the mentoring of young bands aged between 12-15. The series also represented a departure in it’s ‘event-type’ scheduling across the week of October mid-term break, providing viewers 10-18 with a slick and engaging music series. The second series further developed on the production values and ambitions of series one.

Maintain and Develop On-air Talent: Series 2 of JAM was another outing for former TG4 presenter Roisín Ní Thomáin following her ‘as bearla’ debut in series one. She co-presented with popular YPP presenter Liam McCormack – a popular attraction on the YPP schedule. The Mentors- Steve Wall, Graham Hopkins and Nick Seymour were mentors in this second series.

Other New Talent: n this series utilized new tv director Bonnie Dempsey.

	Quizone (Series 1 and 2)

Originality: a general knowledge and activity game show for 8-11 year olds which involves teams of children throughout Ireland.

Experimentation: taking an existing Playbarn (in Naas County Kildare) and adapting the venue and its obstacle courses in order to produce a cost effective game show for kids.

Other New Talent: first time multi-camera director Anne McNamara worked on this series.



	On the Block 

Originality: shot over a 2 and a half year period by a group of 8 to 12 year olds in one of Dublin cities most infamous flat complexes Fatima Mansions as it underwent re-generation. These kids provided the raw material for a gloriously simple yet uniquely compelling insight into heir lives as they experienced their homes being torn down. 

Experimentation: an innovation in programme making where an experienced editor with a track record in documentary making was given this raw material to frame a compelling story narrative while honouring the integrity of the children’s footage. 

Other New Talent: Katie Lincoln, a researcher at the time with the Archive Unit came to Head of YPP with this idea, she had been supervising the children in Fatima throughout  this project. She is now involved in developing the On the Block ideas into a 4 part regional documentary series – funding for this project is currently being sought from the BCI with the support of RTÉ Young Peoples.

	Fluffy Gardens

Originality: Fluffy Gardens is a charming show for pre-school children that revolves around Fluffy Gardens – a quaint area you may not be familiar with just yet. Already it has sold internationally and has been described as the new Magic Roundabout. The series was strongly supported by Head of Young Peoples from the outset and this series won significant BCI finance.

Other New Talent: a multiple of screen characters have been developed as part of this series including. Paolo the Cat, Mr. Johnson the panda, Lenny the Octopus and George the Mean Yellow Dog are just some.



	The Café (2007 and so on…)

Originality: 2007 and so on were a one-off half-hour pastiche presented and written by Oliver Callan, who appeared as many well-known Irish and international figures as they looked back on the year that was. Using actual archive, a contemporary soundtrack, Callan’s wide-ranging mimicry and contributions from all of the YP presenters, this style of programme represented a departure for YP.

Maintain and develop On-air Talent: A vehicle for Oliver Callan, who made his RTÉ debut on the Café.

Other new Talent: Director by drama director, Paul Duane (ex. Emmerdale, Ballykissangel), working an RTÉ in-house production for the first time. Also, seeing some of the regular YP talent in a different context and setting. 



	My Parent’s Wedding

Originality: Observational EBU documentary directed and produced by Justin Healy that follows the lot of a young Dublin boy, 10 year old Cuan Rynhart, as he prepares to be best man at his parents wedding. 

Other new Talent: A YP first for former editor Justin Healy. 

	Eye2Eye Extra

Originality: Spins a late night, RTÉ Two music series from what was originally a YP early evening show. Strong format and excellent performances from some of Ireland’s most established music acts. 

High Standard and Quality: Superbly directed and impeccably lit, this series showcases RTÉ’s Studio One and makes it look like the coolest live music stage in the country. Excellent live sound makes it a frontline in-house YP production. 

	Source: Indecon/RTÉ.


	Table A7: Key Highlights in RTÉ Television Programming During 2006 – Sports 

	GAA Championship Live Studio and Highlights Programmes

Originality: For the first time ever RTÉ broadcast a live championship match on its website. The match received a record number of hits for a live event in Ireland. 

Experimentation: Including new venues for presentation of live matches. Experimentation with new items in the highlights show and introduced new graphic concepts as well as new camera positions. 

Maintain and Develop On-Air Talent: This year introduced a new female reporter Evanne Ní Chuilinn along with new panellists such a Dara O’Cinneide and Paul Curran. 

Other New Talent: Sunday Game delivered two of the highest rated programmes of the entire year on RTÉ.  

	The Premiership

Maintain and Develop On-air Talent: This season saw the introduction of a new presenter, Darragh Maloney and a new panelist, Graeme Souness. 



	Hook and Pope Heineken Cup Roadshow

Originality: This was a new concept show, co-funded by Heineken and RTÉ. It is also available in full on RTÉ.ie to a world wide audience. 

Experimentation: As this was a completely new format with talent in new presentational role there was plenty of experimentation with this show. 

Risks in Creativity: This was the first live programme produced by RTÉ Sport which included full interactivity with a studio audience and text messages from viewers. Several new items were also introduced. 

Maintain and Develop On-air Talent: Used George Hook and Brent Pope as presenters.



	OB Sport

OB Sport: Doubled its output in 2006 and has been used over the past to years as a mechanism for showcasing minority sports and developing new presentation talent. In 2006 OB Sport featured over 25 different sports and is building up an important archive as RTÉ Sport faces into the Olympics in 2008. The programme interacts very effectively wit h RTÉ.ie and the entire programme archive is available for viewing online.  

	Champions League

Experimentation: All RTÉ’s live matches were streamed simultaneously live on RTÉ.ie.

Maintain and Develop On-air talent: New panelist Graeme Souness and Peter Collins presenting new highlights programme on Tuesdays. 

Other New Talent: New editor for the highlights programme and several new junior editorial staff.

High Standard in Quality: Champions League is produced to a very high standard and regularly features in RTÉ’s most watched programmes. 

	World Cup Soccer

Originality: There were several original items produced for the World Cup in Germany in  2006 which involved new talent both in front of, and behind the camera. 

Experimentation: Apres Match produced a new series of clips which were hugely popular and the World Cup Gate Crasher was a new concept aimed at bringing the atmosphere of the event above for Irish viewers . All items were available to view on RTÉ.ie.

Maintain and Develop On-Air Talent: Several new panellists were introduced including Kenny  Cunningham and Mark Kinsella. Ger Gilroy presented Word Cup Gate Crasher and Apres Match introduced several new characters.

Other new Talent: There were several new members of the production team involved in making this programme.

High Standards in Quality: This was one of the most successful World Cups of all time for RTÉ.

	Micháel: The Sound of Summer

Originality: This was an original idea by RTÉ Sport produced by Motive Television based on the legendary RTÉ Radio commentator Micháel O’Muircheartaigh. This documentary won the IFTA Award for Best Sports Programme 2006. 

High Standards in Quality: This was an Award Winning production.

	Dubs

A high quality in-house production which was critically acclaimed. This was the first of its type with unprecedented access to the Dublin team during the Championship of 2005. 

	Brian Kerr

This documentary was an end of era film on the tenure of Brian Kerr as manager of Republic of Ireland. The programme followed the manager and team through the Euro 2004 and World Cup 2006 qualification campaigns and spoke to Brian Kerr after his resignation as manager. 

	The Sporting Year

Originality: New presenter, new venue, new format. 

Maintain and Develop On-air Talent: Michael Lyster along with Darragh Maloney and Peter Collins presented. 

	All Stars 

Originality: This programme had a new format and as a result was a much pacier and more entertaining show.

Experimentation: The producer’s experimentation with the inclusion of Podge and Rodge.
Maintain and Develop On-air Talent: Many of RTÉ’s regular GAA presenters and panellists contributed to the overall production. 

Other new Talent: There was a new director for the show.

	Heineken Cup Live 

Experimentation: for the first time ever, RTÉ Sport presented a live match from a venue outside Ireland. Following Munster’s qualification for the final it was decided to present the entire programme from Cardiff. This presented significant logistical and budgetary problems which the production and presentation team coped with admirably. 

High Standards in Quality: this was a very well produced series culminating in record breaking ratings for a Heineken Cup match in Ireland. Presenting from Cardiff conveyed the very unique atmosphere to the viewing public and added significantly to the overall production. 

	Ryder Cup

Originality: this was a very unique event for the country the RTÉ Sport recognized that as the only free-to-air outlet for the event we had an obligation to deliver compelling and comprehensive coverage of the tournament albeit in highlights form. 

Experimentation: the entire four days were presented from the K Club and new analysts and reporting talent were used throughout. 

Maintain and Develop On-air Talent: Bill O’Herlihy fronted the programme. Shane O’Donoghue commentated and Ray Houghton and Ronan Collins were used as reporters. 

Other New Talent: This was a unique production for RTÉ Television Sport and there was significant cross promotion between Radio Sport and TV Sport. The unique challenges that this production presented will have added to the experience of all involved. 



	Pro- Boxing 

Originality: First European Title fight staged in Dublin shown live on television for over 20 years.

Experimentation: This was a unique event produced live in the Point Theatre in Dublin. The event was broadcast live worldwide on RTÉ.ie and was live on radio simultaneously. 

Maintain and Develop On-air Talent: Our professional boxing output mixed experience with newcomers to television.

	Source: Indecon/RTÉ.


	Table A8: Key Highlights in RTÉ Television Programming During 2006 – Cláracha Gaelige, Multicultural and Education

	Families in Trouble
Originality: an innovative approach to providing parenting skills to a wide audience. 
Experimentation: use on DV shooting in the family setting. 

Risks in Creativity: programmes depended very much on DV location footage

Maintain & Develop On-Air Talent: psychologist David Coleman is a new and talented presenter. 

High Standards & Quality: programmes delivered high production values in demanding location situations. The series attracted an average audience share of 30. 



	Who’s Afraid of Islam

Originality: first time that RTÉ has presented an in-depth series on Islam.

Experimentation: presenter on location in ten countries over four continents.

High Standards and Quality: provided incisive and informative insights into contemporary Islam. 

	Rí and Fhocail: Máirtín Ó Cadhain

Originality: a visually creative examination of the work of the most acclaimed author of twentieth century prose in Irish. 

Experimentation: An effective use of drama, interviews and archive footage to present Ó Cadhain’s work.

Risks in Creativity: met the challenge of interpreting a complex author for a wide audience. 

High standard and quality: winner of IFTA and Celtic Media Festival awards.

	No Place Like Home

Originality: a novel concept that blends multicultural issues and travel documentary into an entertaining programme format. 

Maintain and Develop On-air Talent: new presenter Bob Kelly.

High Standard and Quality: shot in challenging locations in many developing countries.

	The Really useful Guide to Words and Numbers

Originality: This literacy series integrates advice on literacy skills with studio discussion on a range of issues. 

Experimentation: develops a new format for literacy television.

	What in the World?

Originality: provides a platform for the seldom-heard voices of people In ‘Third World’ countries. 

Experimentation: many topics covered in this series are politically sensitive in the countries visited.

Maintain and Develop On-air Talent: introduced by Séan Óg Ó hAilpín and narrated by Peadar King, both new to these roles. 

High standard and quality: It is proposed to distribute the programme Black Death in Dixie to high schools in Alabama.




	A Missing Generation

Originality: focusing on the work of Mary Donohoe and her Rose Project, this documentary provided an insight into the many obstacles and challenges involved in fighting HIV and AIDS in Kenya. 

	Three 60

Maintain and Develop On-air Talent: this year’s series introduced new presenter Seonaid Dunne

	Blast: Beat TV

Originality: the first time that participants in the annual Blast: Beat battle of the bands were followed through from rehearsals to the final competition.

Experimentation: risk involved in telling good television stories when so many participants are involved. 

	Léargas 

Originality: new thematic approach devised

	Source: Indecon/RTÉ.
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Commercially sensitive information








� 	It should be noted that the slope of the line of best fit was actually steeper for the initial regression, thus suggesting an even more negative relationship between government funding and market share. 


� 	For instance, in the UK, even the most high profile US imports – Heroes, Lost or 24 – did not make it into the top 100 television programmes in 2006.


� 	In addition to the awards listed in � REF _Ref174958073 \h � \* MERGEFORMAT �Table 4.9�, RTÉ also received awards at: EBU Connect Conference 2006, MAMA Multicultural Awards 2006, PROMAX, Sharks Advertising and Promotions Awards, Smart Telecom TV Now Awards 2006 and Agricultural Journalism Awards.


� 	The data are compiled by AGB Nielsen Media Research and are as reported in the RTÉ Annual Report 2006 (p. 7).


� 	RTÉ (2006) A guide for the public to RTÉ’s records.


� 	The Oct 2004-Sep 2005 data is not directly comparable to the previous JNLR data.  However, this does not alter the interpretation of the trend since 2002.


� 	Final Budget 2007 & Indicative Financial Projections 2008, 2009, 2010 and 2011, 4 December 2006.


� 	Ibid.


� 	‘An Econometric Model for Forecasting Net Advertising Revenue (NAR) from Television in the Republic of Ireland’, David Edelman (on behalf of De Mare Consultants), 4 April 2007.


�  	Damodar N. Gujarati (2003) Basic Econometrics, Fourth Edition, McCraw and Hill,  New York.


� 	These comprise staff costs, supplementary resources, other staff costs and fees.


� 	RTÉ does not consider cost per hour per viewer to be a “meaningful, appropriate or representative measure”.


� 	Dummy variables for genres were included to control for the variation in viewer numbers due to preferences for different programme types.  The constant term was suppressed to avoid the so-called ‘dummy variable trap’.  The regression equation was run with robust standard errors as diagnostic testing indicated the presence of heteroscedasticity.


� 	A similar econometric analysis was applied in the case of the 2005 commissioned programme data considered by Indecon in the 2005 Licence Fee Review and the same result (i.e. cost elasticity coefficient less than unity) was found.


� 	Apart from publicly available communiqués from the RTÉ Audience Council, which provide useful aggregate qualitative information rather than market research results.
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