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Executive summary

Policy context

In the last decade, the European media landscape has undergone a deep transformation due to
technological innovations and the entry of new global players. The COVID-19 pandemic has further
affected the sector, accelerating certain trends while underlining media’s relevance in keeping people
informed and entertained.

In this context, the European Commission adopted its ‘Media and Audiovisual Action Plan’! (MAAP) in
December 2020, an agenda aiming to support the sector’s recovery and transformation?. It focused on
access to finance, business collaborations, as well as avenues to support innovation and prepare for the
future of the sector (e.g. VR/AR formats). This plan also provided a concrete roadmap for media policy,
building on a modern regulatory framework, with the Audiovisual and Media Services (AVMS) Directive
adopted in 2018 and the Directive on copyright in the Digital Single Market adopted in 2019. In the
meantime, the Digital Services Act has set up clear new rules for online platforms, including some
systemic safeguards for media freedom and pluralism online. A proposal for a European Media Freedom
Act® was also tabled by the European Commission in September 2022.

To monitor the evolution of the sector and gather further evidence, the MAAP announced the preparation
of a biennial ‘Media Industry Outlook’ (the ‘Outlook’). Its purpose is to ‘explore media trends — from
technology advances to emerging production and consumption patterns — and analyse their potential
impact in the European media market and business models’.

The European Media Industry Outlook

This first Outlook relies on independent research commissioned in 2022 and 2023, based on structured
stakeholder input, market analyses and consumer surveys. It also draws from secondary data sources.

For the analysis, the media sector has been split into three main subsectors - the audiovisual sector
(focusing on streaming), video games, and news media — each including several segments. The research
assesses supply and demand-side market trends as well as technological developments in all three
subsectors®,

1 Communication from the Commission, Europe’s Media in the Digital Decade: An Action Plan to Support
Recovery and Transformation, COM/2020/784 final, 3 December 2020

2 The media sector, including audiovisual, video games and news media, is also part of the wider Cultural and
Creative Industries (CCIs) ecosystem, one of the 14 industrial ecosystems identified by the European Commission
as key for Europe’s single market and the green and digital transition.

3 In this respect, evidence encountered as part of the Media Industry Outlook research bears out the findings
underpinning the European Media Freedom Act proposal.

4 A number of data gaps identified during the research could possibly be addressed in the future, together with
industry, Member States or Eurostat, as well as through the next edition of the Outlook.
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The Outlook focuses on the common theme of competitiveness of the EU industry®. In response to
requests expressed by Member States®, it also looks more closely at specific topics, namely the
contractual relations between EU independent producers and streamers/broadcasters as well as the
presence of EU works compared to other works — notably from the United States (US) and United
Kingdom (UK) — in VoD catalogues across the EU.

Based on the work carried out in the context of this Outlook, further research will be conducted over time
to continue to monitor trends.

Market overview
The Outlook builds on the analysis of the MAAP and provides more comprehensive and up-to-date data.

The market analysis shows that the three main media subsectors compete to a large extent on the
same attention economy market. Media companies seek to capture and monetise people’s time. Growth
is mostly driven by online players and the adoption of new distribution methods, while many traditional
players struggle to adapt. In this context, the EU industries face growing competition from non-EU
players (e.g. social media platforms, US-based streamers, gaming companies in China and Japan), which
are present across sectors and value chains. In the meantime, consumers continue to shift online to
consume more content on digital media, streaming or gaming platforms, although TV remains the
preferred medium for most Europeans to watch films and series or to consume news.

Overall revenues are recovering but there are stark differences in dynamics across EU media
segments. To provide an order of magnitude, the media subsectors’ market size is estimated at EUR 91.4
billion for the audiovisual sector, EUR 23.5 billion for the video games sector and EUR 19.8 billion for
news media’. Video games experience the fastest growth, the audiovisual sector gradually recovers from
the COVID-19 pandemic and parts of news media are shrinking. Revenue dynamics between specific
segments greatly differ: VoD, console and mobile games, immersive/XR content as well as digital news
are driving growth, while cinema, printed press, and PC games are struggling.

The EU industrial fabric is characterised by a multiplicity of small companies, while turnover is
driven by larger ones. In the EU industry, SMEs account for 99.8% of all companies active in the media
markets. Larger companies — mostly in broadcasting — account for over 50% of the total turnover of the
media and employ over 45% of the one million strong media workforce. In contrast, non-EU competitors
(e.g. from the United States or China) have greater scale, and use it to invest across the media spectrum.

® The different nature of the sectors and the availability or not of data have revealed the existence of several,
sometimes important, knowledge gaps at EU level. Whenever possible, the analysis has focused on the best
available proxies. In other cases, these gaps have been singled out across the document.

& Council of the European Union, Council conclusions on increasing the availability and competitiveness of
European audiovisual and media content, 30 November 2021

" This estimation accounts TV revenues as part of the audiovisual segment and leaves them out of news to avoid
double accounting. Yet, TV and radio (together amounting to EUR 68 billion in revenues) are also part of the news
media chapter as information is part of their remit



https://data.consilium.europa.eu/doc/document/ST-14543-2021-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-14543-2021-INIT/en/pdf

Companies originally active in the tech sector, for example, have increased their investments in other
media subsectors or segments, such as streaming or gaming®, becoming the most important actors driving
market trends. Non-EU companies also dominate the European media market in the fastest growing
segments (e.g. streaming, mobile gaming and immersive/XR content), and in several parts of the value
chain, from development to distribution.

Key trends

More than ever, intellectual property is a strategic asset for media companies:

In a context of fierce international competition, the ability of the European media industry,
including content creators, to retain, acquire and exploit intellectual property rights appears
fundamental in order to increase revenues, invest and remain independent. For example,
transmedia® franchises, which increasingly meet commercial success, rely on the exploitation of
intellectual property rights, and have so far benefited many non-EU players. The consultation of
producers underlined that many EU players considered such further exploitation potentially
valuable, but difficult to take advantage of, including due to the terms of their contracts.

In the audiovisual sector, the research reveals imbalances in the retention and ownership of
intellectual property rights, in particular between European producers and broadcasters/
streamers. Producers report a tendency to include in contracts the transfer of all intellectual
property rights in European works (e.g. film/TV series) in exchange of an upfront payment —
referred to as ‘buyout practices’'?'t, The perception is that non-EU streamers and broadcasters
would be significantly more likely to keep the intellectual property rights compared to EU
players. This is taking place in a context of reported increasing business between producers and
streamers.

The Outlook also provides new data and insights on the presence and consumption of
European works in VoD catalogues across the EU*2, Consumption continues to be dominated
by US works (59% of viewing time), ahead of national titles (13%), non-national EU works (9%)
and UK works (9%). In terms of the presence of titles in VoD catalogues, US titles made up 47%
of the works available, national titles 14%, non-national EU titles 14% and UK works 9%.

In news media, publishers expect the share of their revenues generated from the online use of
their publications to increase, thanks to the licensing agreements concluded with tech platforms.
More generally, protecting the intellectual property assets of content creators, in particular against
online piracy, is crucial to ensure the sustainability of the media industry®3,

8 Examples include Apple, investing in streaming, or Google which entered the gaming market.

® Which corresponds to the exploitation of the intellectual property rights of a work across a variety of media, such
as films, series and video games.

10 The survey focused on the relationship between producers and streamers/broadcasters, but concerns have also
been raised over the use of such practices on individual creators, such as music composers. This issue will need to
be further examined.

1 The incidence of buyout practices appears to be significant for relatively bigger producers.

12\/oD consumption was analysed across nine EU Member States, representing 75% of the population.

13 See also the Commission Recommendation on combating online piracy of sports and other live events of 4 May
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An early adoption and usage of new technologies is key to adapt and open new markets. Growth in
media has been driven by non-EU players, often global tech companies which have established strategic
positions in media markets, from distributing news to investing in virtual worlds, building on their
research and innovation efforts. Media companies are looking to take advantage of recent and disruptive
technological advances across the value chain - from Al to virtual productions and extended reality — and
adopt these technologies early enough to build their competitiveness, especially as they become more
affordable. Generative Al, in particular, appears as a technology that the industry is approaching as a tool
to enhance their processes (e.g. creative ones). In the meantime, data remains a key resource in new
distribution and business models. Due to their scale, large online players can collect and analyse great
amounts of data on users. This allows them to optimise their business models, better monetise content and
invest in new markets. On the other hand, SMEs are unable to harness data the same way.

The market is dynamic and converging in the context of the digital shift. European broadcasters, for
example, have launched on-demand services, while streaming services increasingly offer new formats
originally made for TV, and launch ad-supported services. Convergence also takes places between
consumers and creators, with growing monetisation of user-generated content in video games platforms.
Linked to this, new skill needs are emerging based on a new combination of digital, tech and creative
skills. As a result, new market niches may emerge.

Consumers, and in particular youngsters, are a driver of change. The analysis of consumption trends
shows that younger generations have distinctive consumption habits. They are moving away from legacy
media (such as television or cinema theatres), in favour of online or virtual spaces. In this context, media
companies are increasingly seeking to retain younger consumers to ensure their long-term relevance. So
far, non-EU companies are successfully positioning themselves in sectors attracting youngsters, such as
gaming and virtual worlds. These spaces are strategic, as they are places to live, experience and buy, and
not simply to play.

Media companies in Europe continue to encounter difficulties to invest. Stagnating revenues and
limited capacity to access private financing hamper EU media investments in content, technology or
skills. This impacts the ability to address the above trends and to compete with global players.

Sectoral findings

A- Audiovisual sector (focusing on streaming)

The EU audiovisual market is partially recovering from the COVID-19 pandemic whilst
undergoing deep transformations. After a 5.5% dip from 2019 to 2020, revenues picked up by over 8%
the following year, reaching EUR 91.4 billion in 2021. Broadcasting accounted for 83.7% of revenues (a
large share being public funding), VoD 12.8% and cinema 2.5%. There are however stark differences in
trends between the different sub-sectors: VoD is growing fast, TV remains resilient, cinema was hit
hardest by the COVID-19 pandemic and physical video (e.g. DVDs) is vanishing.



The European audiovisual market is characterised by a great number of small and independent
companies, yet economic value is concentrated in the top 100 companies. US companies have a
substantial weight, as they represent 30% of the top 100 companies’ revenues active on the European
market and have reinforced their positions through consolidation. They are also diversifying their
investments, including in transmedia activities. As far as the VoD market is concerned, it is also
particularly dominated by a few non-EU companies, with the top three offers coming from the US and
representing around 71% of total subscriptions to those services.

As part of new research on contractual arrangements between producers and streamers/broadcasters, a
dedicated survey was undertaken to provide new insights on contractual negotiations and power balance
in business relationships, and the challenges faced by European media companies in retaining and
exploiting their intellectual property rights. Producers reported increasing business with streamers (for
74% of them) and expect the importance of exploitation on VoD streaming platforms to grow in the
coming years. The most valuable types of intellectual property rights were primarily the exploitation on
TV and streaming rights in national markets. Results also provided evidence of a tendency for
producers to transfer all intellectual property rights of a film/TV series to streamers/broadcasters in
exchange of an upfront payment. Producers also indicated that broadcasters kept all the intellectual
property rights in 11-35%?** of contracts, and that streamers kept all the intellectual property rights on
average in 38-62% of contracts. They also perceived an increasing tendency of the latter to demand full
ownership of rights. They considered that non-EU streamers and broadcasters would be significantly
more likely to keep the intellectual property rights compared to EU players. Finally, the survey
indicated that other types of contractual arrangements are also used by broadcasters and streamers, which
may also limit the ability of the producers to exploit intellectual property rights (e.g. long periods of
exclusive rights for primary exploitation).

This report also brings more transparency about consumer preferences, through a dedicated survey.
Consumers shared that they are slightly more likely to watch film and series coming from the US (for
80% of them, as opposed to national content for 76% of them, and content from other European countries
for 71% of them). They also shared that they would like to see more films and series coming from the US
(for 45% of them) at par with content from their home country (44%), and ahead of content from other
European countries (28%). 41% of them did not express any preference as regards the origin of the
content.

Finally, as regards VoD, actual consumption is dominated by US works at 59% of viewing time
whereas they only account for 47% of the works available. EU works constituted 28% of all works
available in the VoD catalogues®® under the sample, but their consumption amounted to only 22% of
viewing time — and was found to be concentrated on a fewer number of titles than US works. Non-
national EU works count for half of EU works available and 9% of viewing time.

14 Respondents were offered to reply and provide intervals (e.g. 0-25; 26-50; 51-75; 76-100%) instead of absolute
figures. This explains why results are presented as averages of the two extreme points of an interval, in order to be
more faithful to the questionnaire results

15 Another study of the European Audiovisual Observatory on a larger set of VoD catalogues, found out that 49% of
titles in VoD catalogues in the EU are US titles, 21% are EU titles and 11% are from non-EU European countries.
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B- Video game sector

The video games industry has emerged as one of the main cultural and creative sectors right at the
crossroads of digital technology, visual art, musical arrangements and interactive storytelling, and with
increased cultural significance for Europe. The global video games market has seen continuous growth
in the last decades, recently driven by mobile games (which represent 51% of the market, with consoles
accounting for 29% and PC games for 20%). In 2022, global revenues stood at EUR 179 billion,
representing 5.4% annual growth. The EU market is growing too, while its overall share of the world
market is gradually declining, forecast to reach 7.3% in 2025 compared to 8.7% in 2017.

As far as consumption is concerned, around 125 million European citizens play video games and this
number is increasing annually. Games are attracting youngsters in particular, as more than 70% of
6-24-year-olds play video games, but now have an important impact across all generations.

The video games market is concentrated, with the top four largest firms generating around half of all
revenues for the worldwide video games sector. The main companies originate from the US, China and
Japan, while none of the top 10 companies has its headquarters in the EU. The EU counts with around
4600 companies, of which approximately 80% are small and micro-enterprises employing less than
10 people. Research points to cases of consolidations, in particular for non-EU companies: global non-
EU tech and entertainment players are increasingly investing in the video games market and dominate the
distribution segment (apps stores, consoles, streaming) of the video games value chain.

Together with mobile games, community-based games are on the rise — none of the main ones being
EU-based. They are becoming platforms attracting activities from other commercial sectors such as
music, fashion or real estate: in some popular games, players can game, interact, go to concerts and buy
items for their avatars as part of a single game. Other platforms go even further, creating a virtual creator
economy running on games’ own digital currency. The video game industry is thus heading towards more
user-created games and experiences that can be monetised, serving communities of an ever-younger age®®.
This trend is set to further turn video game companies into gateways to other economic activities in
virtual worlds, with possible large-scale repercussions on revenue distributions.

The industry is also focusing on further exploiting intellectual property rights (copyright and
trademarks, often spanning from individual characters to works and full universes) across different media
or support (TV series, movies, books, merchandising, etc.) in order to grow additional revenues. When
adequate budgets are invested'’, the potential offered by adaptations can be explained by several factors.
First, the story or narrative itself has already proven popular. Then, the communities (often young ones)
built by video games tend to follow other media adaptations. As a consequence, this attention can provide
an early commercial boost to the work, which will then benefit from earned advertising and
recommendation systems, and from the phenomenon of concentration of media consumption on a few
titles only.

16 One example of this trend is the Roblox platform
17 Recent examples include Super Mario Bros or The Last of Us.
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Next to games, Extended Reality (XR) is a nascent market expanding fast. Media and entertainment
industries constitute nearly half of the XR market in Europe, of which video games make up the largest
part, with a share of 29% (EUR 2.1 billion in 2021) of the XR industry in Europe. Yet, the value across
the Europe is held by a handful of non-EU companies: 84% of revenues across Europe is generated by
ten companies, but none of these are from the EU.

Finally, video games and other audiovisual sectors increasingly cooperate and therefore share similar
needs in terms of skills. One specific production process requiring such skills is virtual production (VP),
which mixes live footage with digital environments and has experienced a substantial take-up after the
pandemic. Although there are production facilities across Europe, there is still a shortage of skills in this
area, and it is the UK which is positioning itself as key hub in this area in Europe. Future competitiveness
in the games and film sector will also depend on the capacity to reuse and exploit digital assets (e.g.
such as recorded digital film sets) across audiovisual works.

C- News media sector

EU citizens still trust traditional media (with more than half of consumers trusting radio), well ahead of
the internet, in spite of recently identified trends such as news avoidance®. They also value the role of
news for society and the variety of themes and topics covered by news organisations.

Yet, the sector is under continuous transformation, as a result of digitalisation and changes in
consumption habits. Legacy media have increased their presence online in order to remain relevant and
serve citizens, where other players, such as social media platforms, are also used as a source of news.

The news media market remains fragmented at EU level and is composed mainly of small companies
(less than 10 employees), while nearly all the turnover lies within the largest players (i.e. TV
broadcasters). The main types of news outlets analysed have different growth trajectories. Revenues have
steadily dropped for the printed press, moderately growing for TV and radio, and are significantly
increasing for digital news®. Yet, the growth of the latter does not fully compensate for the decrease in
print. Finally, overall employment has also fallen, from about almost 850,000 employees to about
600,000, equivalent to a 30% decrease between 2008 and 2020, and now representing just 0,32% of total
employment in the Union.

The evolution of consumption patterns reflects the economic outlook, but just to an extent. Most
Europeans consume news daily, with TV remaining the chief news source, followed by online media,
radio, social media and the press. Digital media experience the fastest consumption growth, thanks to
factors such as better internet penetration, improvements in the online offer and consumption from
younger audiences.

18 A growing tendency to selectively avoid consuming news, primarily due to its depressing or repetitive nature.
19 Which includes digital versions of traditional print newspapers and online-only news brands. This is also what the
expression ‘digital news media’ covers throughout the document.
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Yet, the rise of digital consumption is not accompanied by similar growth in revenues for news media.
Media outlets keep having difficulties in competing with platforms for advertising revenues online. Also,
most Europeans have become accustomed to free news online, with most users consuming news that is
freely available to them. As a result, in 2022 the press generated EUR 15.5 billion in revenues from
printed editions (which 21% of Europeans consume for news on a given week), compared to just EUR 4
billion for digital news media (which 43% of Europeans consume for news on a given week)%.

Against this background, news media are working to develop avenues to become more viable especially
online, from new business models to community-building, as well as revenue diversification, bundled
content offers and innovations in news media formats (e.g. driven by Al). They are also exploring new
ways to exploit their content online, for example by concluding agreements with online platforms for the
use of their publications, following the new rules introduced in the 2019 Copyright Directive.

In a context where profits are limited and the investment curve is rather flat, the economic sustainability
of some parts of the sector is at stake. In all, the future competitiveness of this sector will likely depend
on its capacity to innovate, generate data and serve their communities, in particular younger
consumers who tend to increasingly avoid news or to consume it on online platforms.

*xxk

20 This calculation takes into account advertising and circulation revenues.
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Chapter 1: Outlook of the audiovisual sector

Context

The audiovisual industry — here understood as cinema, television and video-on-demand services, as well
as the films, series and documentaries produced to be distributed through these media — is a key economic
sector and a vector of Europe’s diversity and cultural autonomy. A distinctive feature of the European
industry, in this respect, is the sustained public support to public service broadcasting and independent
film production over the years — as a matter of example, the total public funding of the Public Service
Media (PSM) in the EU amounted to EUR 26.2 billion in 2020, representing 80% of their total
revenues?t,

The sector has undergone fast and profound changes. It is directly affected by the digital transition and
was severely hit by the COVID-19 pandemic?2. Distribution channels which emerged in the years 2010s,
such as VoD, have had a structuring impact on consumption patterns and market dynamics. Altogether,
the way content is financed, distributed and consumed has profoundly changed over the past few years.

This chapter aims at identifying the current trends in this sector, in particular after the COVID-19
pandemic, through looking at both the supply and demand sides of the relevant markets. It examines the
impact of the establishment and fast growth of global streaming platforms in the EU. It also pays specific
attention to the business and contractual practices between producers on the one hand and
streamers/broadcasters on the other hand. The chapter also increases market transparency by providing
new data both about consumer preferences and actual consumption patterns, particularly on-line.

This analysis builds on a variety of data sources, including from the European Audiovisual Observatory,
as well as dedicated consumer and industry surveys. In order to gather more robust data and provide a
more faithful picture of broadcasting market and industry trends, this chapter will be augmented with
additional research by the end of 2023.

Market overview

Definition and activities

The audiovisual market can be divided into three main elements of its value chain: production,
distribution and exhibition. Most of the European audiovisual market players are only active in one of
those fields®, but the exceptions are important: vertically integrated companies, who in most cases
expanded from their core TV broadcasting activity, as well as US players such as Hollywood Studios and
global streamers, which have integrated models.

21 European Audiovisual Observatory - Yearbook 2021

22 |n particular cinema

23 In all, companies in the Union covering production, postproduction, distribution and exhibition total an estimated
154.100 according to Eurostat SBS J59 and J60.
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The production market is composed of:
e production departments within broadcasting organisations (4000 TV broadcasters in the EU);

o standalone film and TV content producers (96.400 enterprises registered as producers and another
19218 as active in post-production?).

In the distribution field there are:
e sales agents and distributors, whose focus is on promoting films for theatre releases (3078
enterprises?);
e specialised departments within broadcasting organisations;
o satellite and cable TV operators (companies delivering bundles of TV channels), which in many
cases are integrated with other telco activities.

The exhibition stage includes:

e cinemas (8700 cinema sites in 2020%),

e TV channels operated by broadcasters, which can be free (public service broadcasters channels,
commercial channels) or paid (only commercial channels - satellite, cable) (altogether 9080
channels are available in EU%');

e video-on-demand (\VoD) services (there were 3195 of them in EU in 20222%). They are provided
both by:

- broadcasters as they are expanding their operations into online field, in the form of:
o offering a non-linear version of their channel programming (catch-up TV)
o launching their VoD brands separate from their TV channels brands

- pure-VoD players (enterprises with no prior TV programming experience).

The public sector remains a key player on audiovisual markets. Most of the players in the audiovisual
market are private. However, the small group of public enterprises — public service broadcasters (PSBs -
operating 8% of all TV channels and 3% of VoD services) have an important role in the sector. They
invest heavily in production (especially serialised content) and are very popular with the audiences, both
in linear TV and in their online offer. Public service broadcasters are estimated to account for almost one-
third of total viewing time®.

24 Eurostat Structural Business Statistics J5911 and J5912

2 Eurostat Structural Business Statistics J5913

26 European Audiovisual Observatory - Yearbook Database

27 European Audiovisual Observatory Annual Report 2022/2023

28 https://www.obs.coe.int/fr/web/observatoire/2023-press-releases/-/asset_publisher/0t9kVBabnl8V/content/one-in-
five-tv-channels-and-more-than-a-third-of-all-svod-and-tvod-services-in-europe-belong-to-a-us-company; services
available in more than 1 country counted accordingly.

29 European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration,
2022 (slide 16). Caveat: 1/3 is the result for all countries monitored by EAO, beyond EU Member States.
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As regards VoD, the main business model is based on periodical subscriptions for unlimited usage
of the whole catalogue (SVoD), as well as on individual transactions for purchase/rental of individual
titles (TVoD, also called pay-per-view). The value of the SVoD model in the EU is five times higher than
TVoD and the difference between the two is expected to grow in the coming years®. A third business
model is emerging, based on advertisement: AVoD — advertisement-based VoD or FAST — free ad-
supported streaming television. FAST models are usually offered as an alternative to users of services that
are primarily subscription-based.

Revenues

The EU audiovisual industry is gradually recovering from the COVID-19 pandemic. After a 5.5%
dip from 2019 to 2020, revenues on the EU market picked up by over 8% the following year, reaching
EUR 91.4 billion in 2021%. However, there are stark differences between the different sub-sectors.
Whereas VoD is growing fast, and TV remains resilient, cinema was hit by COVID-19 and physical video
is vanishing.

The three main sources of revenues are pay TV subscriptions, TV advertising and public funding.
Together, these account for 80% of all revenues, but have stagnated in the last few years.

Growth is primarily driven by video on demand?® (mainly SVoD). In 2017, this sub-sector represented
4% of overall revenues. Five years later, its share has grown to 13%. Although TV and radio advertising
revenue fell in 2020, these sources bounced back to pre-COVID-19 levels in 2021. Pay TV (satellite and
cable) has had moderate growth. Conversely, cinema box-office fell by almost 70% in 2020 and, despite
some audiences returning, by the end of 2021 revenues were still 40% less than pre-pandemic levels®. In
2019, revenue from VoD surpassed that from cinema, and in 2021 cinema represented only 3% of EU
audiovisual revenues — compared to 7% in 2017.

30 Statista — SvoD in EU in 2023 is estimated at 11.3 billion EUR whereas TVoD at 2.2.

31 According to the calculation presented by table 1, based on the European Audiovisual Observatory’s Yearbook
Database. This includes revenues of companies (including non-EU companies) that are active on the EU market as
well as possibly on other European markets monitored by the European Audiovisual Observatory.

32 For the purpose of this chapter VoD market is understood as composed of SVoD and TVoD providing
professional audiovisual content and AVoD sharing platforms like YouTube are excluded.

33 European Audiovisual Observatory, Main Trends 2022/23
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Table 1. Structure of revenues in the audiovisual market by sources, 2017-2021, EU, in million EUR

2017 2018 2019 2020 2021 2021/2020 | CAGR (2021/2017)

Audiovisual services " 77960" 80.253" 82.088" 815217 88.242" 8,24%" 3,15%
Public funding 21.040 21.164 21.422 21.571 22.207 2,95% 1,36%
Advertising TV 22.784 23.098 22.693 20.361 23.091 13,41% 0,34%
Adwertising Radio 4.286 4.393 4.428 3.777 4.052 7,271% -1,39%
Pay-TV revenues 26.387 26.834 26.838 26.584 27.211 2,36% 0,77%
On-demand pay-revenues 3.463 4.763 6.708 9.228 11.681 26,58% 35,52%
Cinema gross box-office 5.565 5.323 5.769 1.789 2.313 " 29,24%' -19,71%
Physical video (incl. taxes) 2.052" 1.614" 1.403" 1.066" 810" 24,01%" -20,72%
Retail 1.889 1.502 1.316 1.021 790 -22,59% -19,57%
Rental 163 111 87 45 20 -55,96% -40,83%
Tota " ess777  s71%0"  8o2se”  sas77”  o1365”  s28%’  165%
Growth 1,88% 2,37% 5,47% 8,28%

Source: European Audiovisual Observatory, Yearbook Database

Structure

The audiovisual sector is highly concentrated. The largest 100 audiovisual companies®* have been
consistently growing twice as much as the overall audiovisual market (they reached a 17% growth
between the end of 2015 and 2021). In 2021, the top 20 companies generated 71% of the total revenues of
the top 100 companies.

US companies account for a substantial share of EU market revenues. Out of the top 100 companies,
US companies in 2021 accounted for 30% of revenues: their share has been rising in recent years (mainly
due to the SVoD). Among the top 20 companies active in the EU market® six are US-based, representing
represent 44% of these top 20 companies revenues. Some of the important EU players are pan-European
groups (e.g. Groupe Canal Plus; MediaForEurope), but most companies are active only in one country®®.

Within different subsectors of the AV market, SVoD is not only the fastest growing, but also the
most concentrated. By the end of 2021 the top 3 SVoD providers (all of them global, US players)
accounted for 71%% of the 189 million subscriptions taken up by Europeans (among which 133 million in
EU Member States)®. These were: Netflix (36%), Amazon Prime (23%) and Disney+ (12%).

34 In terms of revenues. This is based on the monitoring of the European Audiovisual Observatory, which includes,
apart from EU also notably UK, Switzerland, Turkey and Norway. The share of EU market in the revenues cannot
be precisely calculated but, based on the ratio at work in the SVoD market, it could be approximated to stand at 3/4%"
of all EAO markets revenues.

3 After excluding from the top 100 list several players monitored by the EAQ, but not present in the EU, such as
BBC and ITV.

3 See Table 2. Reasons for the fragmentation of the EU industry are manifold, including tradition.

37 This share, as well as the split between SVoD providers, is for European markets. It can be expected that the share
and split in EU Member States is similar.

38 European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration,
2022 (slide 12).
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The other key subsectors are more divided according to national borders, and hence on the EU scale
they are less concentrated. In broadcasting: top 20 broadcasters were responsible for 56% of TV viewing
time®. The top 20 production companies cumulated up to 41% of titles released between 2016-2020%.
The top 20 cinema chains owned 39% of cinema screens®..

Table 2. Ranking of audiovisual companies active on the EU market, per AV services revenues in
2021

Ranking Name of AV company Country of final owner Operating AV services revenues for 2021
[million EUR]

1 Comcast (Europe) us 17,151
2 Netflix (Europe) us 7,491
3 ARD DE 6,927
4 RTL Group DE 6,637
5 Groupe Canal Plus FR 5,770
6 ProSiebenSat.1 Media DE 4,494
7 The Walt Disney Company (Europe) uUs 4,201
8 Warner Bros. Discovery (Europe) us 3,691
9 France Télévisions FR 3,110
10 Bouygues FR 3,017
11 MediaForEurope (MFE) IT 2,914
12 RAI IT 2,688
13 Deutsche Telekom DE 2,555
14 Liberty Global uUs 2,444
15 ZDF DE 2,355
16 Telefonica Audiovisual Digital ES 2,249
17 Amazon Prime Video (Europe) uUs 2,085
18 Viaplay Group SE 1,561
19 Orange FR 1,534
20 Telia Company SE 1,360

Source: European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration, 2022

The largest legacy US-based players have undergone a process of consolidation to compete in the
changing audiovisual market. In the last few years, the largest transactions included the Disney
acquisition of Fox in 2019 (EUR 63 billion), the mergers of AT&T with TimeWarner and WarnerMedia
with Discovery completed in 2022 (EUR 40 billion) and the Comcast acquisition of Sky in 2018. At the
same time the digital-born AV player Amazon accelerated its growth by the acquisition of Hollywood
studio MGM (EUR 7.7 billion) in 2022.

Some consolidation of EU players is also taking place although at a smaller scale. For example,
Banijay production company acquired Endemol Shine Group from Disney in 2020 (EUR 2 billion).
Nonetheless, the overall European audiovisual industry remains characterised by a high number of small
independent producers together with production studios belonging to broadcasters.

39 European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration,
2022 (slide 16)
40 European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration,
2022 (slide 17)
41 European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration,
2022 (slide 18)
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Table 3. The largest TV fiction producers in the EU (2016-2021)

AV Group ownership Country of final owner No of TV titles produced 2016-

2020

ARD Public DE 284

Media wan + Leonine Private FR/US 272
Banijay Group (Europe) Private FR 260
RTL Group Private DE 201

ZDF Public DE 177

Warner Bros. Discovery US

(Europe) Private 142
Bouygues Private FR 89
Beta Film Private DE 79
Constantin Film Private CH 70
Ceska Televisie Public cz 65
PPF Group Private Ccz 64
Groupe Canal Plus Private FR 64
Liberty Global Private us 49
Asacha Media Group Private FR 45
Cyfrowy Polsat Private PL 38
JLA Groupe Private FR 37
Ziegler Film Private DE 36

Source: European Audiovisual Observatory, Top Players in the European AV industry — ownership and concentration 2022
edition

Employment in the audiovisual market

The audiovisual sector in the EU employs an estimate of around 490 000 people. Employment in
production represents the largest share, at 42% of audiovisual employment in 2019. Broadcasters account
for 34% (including on news services as well as infrastructure/technical work), cinemas 13%%, post-
production 7% and distribution 3%. The main trend is the sharp increase in employment in production,
equivalent to 55% from 2011-2019, which reflects the increase in production in the EU since the rise of
streaming platforms*®. The subsequent drop in 2020 can be attributed to the restrictions imposed on
productions during the COVID-19 pandemic. TV employment has also increased, by over 25% over the
period, in line with the resilience of broadcasters. However, employment in the small, theatrical
distribution sector fell by 25%, signalling significant changes in the audiovisual landscape. As far as the
production process is concerned, the wider adoption of generative Al is likely to have a sizeable impact
on creative jobs, from pre-production stages (e.g. previsualisation) to post-production (e.g. visual effects
and editing).

42 There is no data on employment in VoD-only enterprises, but it would not change the overall number significantly
— the largest SVoD provider Netflix employs 12 800 persons globally — source Statista Netflix Employee Count
2022 published 23.02.2023.

43 EAO Key Trends 2022/2023 p. 14

16



Figure 1. Employment in different AV subsectors, EU, (thousands)
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Source: Eurostat SBS; measurement: number of persons employed; categories J5911, J5912, J5913, J5913 and J6020.

Notable data on individual MS missing: LX no data; MT and CZ data mostly only since 2019; SE TV only on 2016; IE and EE
many years missing for several subsectors; EU-level aggregate estimations by Eurostat or in line with Eurostat estimations.

Focus on market trends in the VoD sector

VoD has been the most dynamic sector over the last years. The previous section underlined that its
share in the overall revenues of the sector increased when other segments stagnated or receded. This
section investigates how this increase is taking shape.
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Figure 2. Compared trend revenues in different market segments and forecast, EU-17, (EUR

billion)
90,0
80,0
70,0 —’\///
60,0
50,0
40,0
30,0
20,0
10,0
0 2017 | 2018 | 2019 | 2020 | 2021 @ 2022 | 2023 @ 2024 2025 2026
BVoD 371 454 | 587 832 1055 1194 1297 1379 1445 1509
O TV advertising 19,10 19,32 | 19,07 16,91 | 19,18 19,67 | 19,64 20,06 | 19,98 19,98

Traditional TV and home video | 42,45 | 42,14 ' 40,35 | 39,84 | 40,63 40,78 40,87 | 41,08 41,32 41,58

Source: PwC Global Trends

Note: Data covers the following 15 EU Member States: Austria, Belgium, Czechia, Denmark, Finland, France, Germany, Greece,
Hungary, Ireland, Italy, the Netherlands, Poland Portugal, Romania, Spain, Sweden

The expansion of streaming has featured several characteristics.

The pandemic had a dual effect on on-demand services. COVID-19 hit the audio-visual ecosystem
particularly hard, especially production of content and cinemas, with knock-on effects for the rest of the
value chain, in particular on investments in content, which plummeted. On the other hand, VoD players
expanded their audience, potentially accelerating the shift away from traditional broadcasting** and
cinema. However, as competition between streamers intensified, leading SVoD services had difficulties in
then retaining subscribers.

Convergence between linear and non-linear services. Driven by the success of US-based SVoD
platforms and encouraged by increased use of VoD, many European broadcasters and independent players
launched on-demand services. Over time the distinction between traditional linear and non-linear services
has become blurred as broadcasters make their content available on-demand online and create content
tailor made for their streaming services, including some premium content. On the other hand, streaming

4 Although more people watched traditional TV during the pandemic, the sector lost on advertising revenues as the
economy was paralysed.
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services broadened their catalogues to include formats such as game shows and talk shows which were
originally made for TV and have launched ad-supported services

Non-EU players keep adapting their business models and content offers. In 2022, for example,
Disney and Netflix launched advertising-supported offerings to keep subscription fees low. Meanwhile,
bundling content offers seems to be on the rise, with HBO Max and Discovery + joining efforts, as did
Sky and Paramount®. Netflix is also investing in video games whilst sports is also on the radar of global
platforms such as Apple and Amazon®. This diversification, often building on research and innovation,
aims at continuing to grow and diversify revenues and consolidate and further grow their subscriber base.
In this context, intellectual property is becoming an ever-more important asset which US-based
audiovisual companies have so far proven more agile in harnessing.

The European audiovisual industry, in this context, pursues alliances and tries to provide
competitive offers. In a context where most on-demand services are private, European broadcasters,
including public ones, have entered the on-demand market, mostly to offer catch-up for their linear
programming, but at times to provide joint catalogues of content. They have mainly targeted their national
markets together with some initiatives to collaborate across borders (e.g. France Televisions, RAI and
ZDF have teamed up since 2018 as The Alliance to jointly commission high-end, expensive series). A
notable success is that of Sweden’s Viaplay Group (formerly NENT) which counts 7.3 million
subscribers in Europe and is increasingly active in acquiring sports rights. Its SVoD offer is already
present in Scandinavia, the Baltics, Poland, the Netherlands, the US, the UK and Canada and announced
in Germany and Austria for 2023%.

Looking ahead, US companies may continue to benefit from structural advantages. Access to data
and state-of-the-art technologies to effectively use this data are an important competitive advantage which
makes it hard for EU VoD services to challenge®. In addition, despite some turbulences in the past year
which has led to important lays-offs, the financial clout of tech players (e.g. Amazon, Apple, for example)
offering streaming is still much stronger than that of even the biggest EU media companies: their market
capitalisation does not primarily depend on media services, which means they are less constrained to
make profits on media, and in particular streaming, and more keen to take risks than companies whose
core activity is media.

Finally, free ad-supported TV (FAST) — still nascent in Europe — could be an opportunity for the
European industry. Leading media are entering the market*® and some production companies are also
venturing in new content (e.g. reality shows) through such models®®. While linear TV consumption is still

4 EAO Key Trends

46 Amazon has already begun streaming the UEFA Champions’ League in Germany in 2019.

47 How Nordic platform Viaplay became a ‘truly international company’ | Features | Screen (screendaily.com)
“8 This advantage is expected to further increase as new technologies such as VR/AR start to gain importance in
films and series

49 Such as France’s TF1 and Spain’s public service broadcaster RTVE.

%0 Endemol, for example.

19


https://www.screendaily.com/features/how-nordic-platform-viaplay-became-a-truly-international-company/5180208.article

strong in Europe, the online consumption habits of the younger generations may work in favour of
FAST®,

Demand-side dynamics

This section provides data on the demand side of the audiovisual market. It reports on the results of a
recent consumer preferences survey as well as on the results of a snapshot analysis on actual consumption
of VoD services.

The focus on online consumption responds to the specific request of the Council of the EU to look at the
impact of VoD platforms on the EU audiovisual market, and notably on the creative ecosystem®2. It is also
relevant on grounds of the recent growth of the streaming market.

While they do not consist in a comprehensive analysis either of all EU citizens’ preferences or of all their
viewing behaviours, these surveys however provide useful insights into consumer preferences and
consumption behaviours, for example on genres and choice of VoD services.

Consumer preferences and behaviour

A first survey® led in 15 EU Member States® analysed consumers’ declared preferences as regards
audiovisual content. The survey was representative, i.e. taking account of the relative demographic weight
of included EU Member States, with a minimum of 1,000 respondents in each Member State researched™.
It focused on several key questions, i.e. consumers’ relative preferences between the cinema, TV or VoD,
what attracts consumers to VoD services, how they discover content and what they like.

Relative preferences between the cinema, TV or VoD

TV remains the preferred service of Europeans for films and series. The survey showed that around
seven in ten EU consumers (71%) say that they watch films or series via traditional TV channels at least
once a month. Subscription video on demand (SVoD) services are the second most frequently used
services, with 60% of EU consumers. Free streaming services, such as broadcasting video on demand
(BVoD) and advertising video on demand (AVoD) follow on a third and fourth place with, respectively,
51% and 35% of EU consumer preferences. Slightly under a quarter (24%) of EU consumers say they go
at least once a month to the cinema.

51 The State of European FAST - Variety

52 Council of the EU, Meeting of the Education, Youth, Culture and Sport Council, 17-18 May 2021

53 Commissioned by the European Commission and carried out by IPSOS.

5 Bulgaria, Denmark, Estonia, Finland, France, Germany, Hungary, Italy, Ireland, the Netherlands, Poland,
Portugal, Romania, Spain and Sweden

% People aged 16-55+
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Yet, consumers intend to increasingly use VoD services, in particular subscription services. Whilst
respondents intend to consume SVoD more often in the year ahead (37% of them saying so compared to
8% stating the opposite). TV (21% vs 15%) and cinema (27% vs 23%) are resilient>(see chart below).

HOW OFTEN DO YOU THINK THAT YOU WILL DO EACH OF

THE FOLLOWING ACTIVITIES IN THE COMING YEAR?

B Much more often W A little more often ™ About the same M A little less often M Much less often B Don't know

Watch films or series via a streaming service
you/someone else in your household pays a - - 3 . I I

subscription for

Watch films or series via a free online streaming @
service/app not linked to a specific TV channel
Watch films or series via a traditional TV channel . - 62 - . I
Watch films or series via a free online streaming =0
service/app from a traditional TV channel
WatCh f”ms .‘n the dnema . - 48 - . I

A significant substitution effect regarding TV and cinema is observed. Almost six in ten (59%) pay-
TV subscription consumers have replaced or are thinking about replacing their TV subscription either in
whole or in part by streaming in the last year. Specifically, 35% have done cord-cutting® or cord-
shaving®. Similarly, 42% SVoD user respondents affirmed ‘it is likely’ that they will spend more time
watching films or series on SVoD services instead of traditional TV channels in the next six months. 43%
say ‘it is likely that they will use SVoD services to watch newly released films, instead of going to the
cinema®.

w

What attracts EU consumers to subscription streaming services

Ease of use is the most important driver of EU consumers’ use of SVoD services, followed by the wide
variety of high-quality films/series these services offer, as well as lots of options from the genres users
like and the fact that S\VoD services EU consumers use are considered trusted/well-known brands.

When asking SVoD users about their main reasons for subscribing to a new video streaming service, the
availability of a wide variety of films or series to choose from (32%), and an attractive price (32%) are
mentioned most, followed by the fact that SVoD services allow access to high-quality films or series
(25%).

%6 These values indicate relative preferences and are not a forecast of sectoral growth.

57 Cord-cutting is defined as cancelling a traditional TV subscription and replacing it with other ways to watch films,
series, or other programmes via a streaming service.

%8 Cord-shaving is defined as getting a cheaper TV subscription in favour of other ways to watch films, series, or
other programmes via a streaming service.

%9 On the other hand, 53% and 52% still see things the other way round (i.e. more time watching films/series on
traditional TV channels and going to cinemas to watch newly released films
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WHAT WOULD TYPICALLY BE THE MAIN REASOI
SUBSCRIBE TO A NEW VIDEO STREAMING SER!

‘

Wide variety of films or series to choose from _ 32
Attractive price _ 32
High quality films or series _ 25
New films or series released regularly _ 21
Films or series not available elsewhere (original or exclusive content) _ 20
Films or series from all over the world _ 15
Lots of options from the genres | like _ 15
Films or series from the franchises I like (e.g., sequels, prequels, spinoffs)/ new seasons of series | like _ 14
A promotion or free trial [N 13
Films or series others talk about 11
Older films or series which were popular in previous decades 9
| got it in a package with my TV subscription 8
Friends or family also have a subscription 8
The streaming service is a well-known brand 6
Wide variety of other programmes like reality shows, stand-up comedy, sport 6
Don't know 4
Other 3

Note: respondents could select up to 3 reasons.

How do EU consumers discover films and series and what do they like?

The top two discovery strategies for EU consumers are not driven by the SVoD service. Consumers’
top strategy is content driven, i.e. searching for films or series on the streaming service from the
categories/genres they like. This is followed by friends or family recommendations. Marketing and
advertising of content ranks third as direct drivers. Other discovery strategies are steered by factors that
are inherent to subscription streaming platforms, namely: looking at new releases on the home screen of
streaming services, looking at the trending/top 10 sections on streaming services, and looking at
recommendations by the streaming service based on what was watched earlier.

Content-wise, consumers are mostly driven by the genre of the film/series (e.g. drama, comedy,
adventure, sci-fi, horror), and the storyline/dialogue/ characters. Other content-related factors that are
considered important for deciding what film or series to watch are whether it is a new season of a series
already watched and, to a lesser extent, the main actors/actresses starring in a series or film.

Tastes are diverse, with seven series genres drive at least one fifth of the respondents. <Crime/
mystery/ thriller’ (39%), ‘action/adventure’ (37%), and ‘comedy’ (36%) are three categories most liked
by the respondents. Turning from series to films, the picture is similar. Slightly less than one in four
(37%) indicate that the genre crime/ mystery/ thriller is among their top three most liked film genres,
followed by 35% that report this for action/adventure and 34% for comedy. On the other side, negative
preferences i.e. what people do not like, are also an important trend. For example, Westerns and musicals
used to be highly popular in the twentieth century but they have dropped down the charts to only 4%°°,

80 1t is not implied that production decisions should automatically follow consumer preferences. Audience
behaviour is inherently uncertain and whilst distance from consumer preferences may be a risk factor it may also be
an opportunity to release works in a genre which is not ‘saturated’.
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WHAT GENRES OF SERIES, IF ANY, DO YOU LIKE THE MOST?

Crime/mystery/thriller _ 39
Action/adventure _ 37

I -

I -

Comedy
Sci-Fi/Fantasy

Drama _ 20
Documentary/ biography _ 19
Romance _ 19
History/war 15
Horror 15
Family 15
Animation 9
| do not have a preference 4
Other (Adult, Film noir, Western, Musical) 4

Don't know 1

Note: respondents could select up to 3 genres.

Origin of content

Consumers are quite open to the country and language of origin. Four out of five (80%) EU
consumers say that they are likely to watch films or series from the US, followed by 76% that say they are
likely to watch films or series from their home country. About seven in 10 (71%) EU consumers say that
they are likely to watch films or series coming from other European countries®.

Yet, US content is mentioned as the most appealing, next to respondents’ home country. 45% of
respondents said that they would like to see more films and series from the US, which is practically at par
with content from their home country (44%). Slightly less than three in ten have interest in seeing more
films or series from other European countries (28%)°%. However, 41% of consumers said they did not care
which country a film or series came from as long as it appealed to them.

81 In addition, 70% said that they are likely to watch films or series from the UK (70%).
62 Content from UK scored the same percentage (28%)
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‘
FROM WHICH COUNTRIES OR REGIONS WOULD YOU LIKE TO SEE MORE F

The United States of America _ 45
Your own country _ 44
The United Kingdom/ Great Britain _ 28
Other European countries _ 28
Don't know - 13
Asia - 10
Elsewhere, e.g. Latin America, Africa 8

None of these 7

Note: respondents could select up to 3 regions.

VoD consumption patterns

Europeans are increasingly watching films, series and other audiovisual works online, but so far there is
little evidence on consumption trends in VoD platforms. The section below presents a first, detailed
analysis of consumption of EU content based on a database of VoD catalogues collected by media
monitoring company Goldmedia in nine national markets®® of the EU representing 75% of the population.

The analysis covers the consumption in the period of 1% September 2021- 31 August 2022%. 54 VoD
providers were taken as a basis of the sample®. The analysis is based on the viewing time of almost 500
million hours of over 18,000 different works® that the viewers could choose from. While this is a good
proxy, it is still not a full picture of consumption patterns in the EU®’.

8 These markets are Germany, France, Italy, Spain, Denmark, Netherlands, Sweden, Poland and Finland

64 Samples in each of the nine countries were big enough in absolute terms to make a meaningful analysis. The
German consumption is overrepresented by 12pp. (based on population the share of DE in the nine countries should
be 28% instead of 40%). This overrepresentation does not influence most of the analysed dimensions, as they do not
apply absolute values, but percentages or ratios, where the effect of different sample sizes is eliminated.

8 Some providers were present in just one of the nine territories, others in 2 or more (but they are counted as 1/54).
8 The actual number of entries in the catalogue including (mainly) other linguistic versions of the same works
amounts to 37 280.

57 This is the first time that VoD consumption data is aggregated at European level. It is important to bear in mind it
covers specific time period, specific territories and specific services and not the totality of online consumption.
Hence, while the picture is as complete as possible, trends must be treated with some caution.
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Table 4. Breakdown of analysed consumers by their location

Share of total number of works available in the catalogues (works available in nine
countries = 100%)

FR 12.6%

DE 13.9%

IT 12.9%

ES 13.6%

DK | 8.4%

NL 9.8%

SE 11.6%

PL 10.2%

Fl 6.9%

The VoD providers being part of the database included subscription VoD (SVoD) as well as some
transactional VoD (TVoD) services. The former drove most of the consumption. Netflix — available in the
nine countries - turned out to the most popular service,