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1 | ntroduction

Digital broadcasting has numerous advantages txeecamalogue. Most of all, digital
broadcasting is more efficient in its use of thdioarequency spectrum, which is a
limited natural resource. This means wider and nvaréed offer, as well as a larger
market for programme content producers. Furtheryelception of the digital signal is
less prone to harmful interference, while the dquadf sound and picture is higher.
Digital broadcasting requires less power, whichrel@ses broadcasting expenses and
negative influence on the environment. Digital loicasting also allows interactivity,
as well as the use of additional services whichldcanake programmes more
accessible to persons with impaired eyesight oradgan hearing.

In accordance with the conclusions of the Regiégtediocommunication Conference
of the International Telecommunication Union (ITln) Geneva held in June 2006
(ITU RRCO06), introduction of digital television amsavitch-off of analogue television
in Europe, Africa and a part of Asia is scheduleddcur not later than June 17, 2015.
The European Commission has made a recommendatiBt) tmembers to end the
analogue service until the end of 2011. Many coesithave decided to completely
switch off the analogue television until 2012.

At the previously mentioned Regional RadiocommuimecaConference of the ITU,
Serbia has received two national coverage for T-D@ABrrestrial Digital Audio
Broadcasting) for audio broadcasting and eightonali coverage for DVB-T (Digital
Video Broadcasting — Terrestrial) for televisiorrEhe wider area of Belgrade there
are six additional coverage for DVB-T, and for swuth-eastern part of the territory
1-2 additional coverage for DVB-T (Digital Video @dcasting - Terrestrial).

Serbia needs a strategy of digitalization of breating which would offer adequate
response to challenges brought by the introduafaigital and the complete switch-
off of the analogue television. This strategy mugt deal only with technological
changes in broadcasting of television programmas, d¢reate conditions for
improvement of quality and choice of programme eatitwhich would enrich media
scene in the Republic of Serbia.



The strategy for digitalization of broadcasting \Webinave to have the following

goals:

switchover to fully digital terrestrial broadcaginot later than June 17, 2015,
or earlier if possible;

creation of conditions for realization of publicerest in the area of public
broadcasting service in the digital age, as wek@wditions for development
of commercial broadcasting service at the natiopadyincial, regional and
local levels;

provision of technical and technological conditidaos efficient and effective
use of the radio frequency spectrum — which isrétdid natural resource — in a
best possible way that would satisfy the publierest;

realization of conditions for access of independemtent producers to digital
networks in a way that would allow development ohtent pluralism and
prevent vertical integration and illegal media camtcation;

in accordance with possibilities offered by digitmbadcasting, creation of an
additional space for citizens' needs for progranumetent which expresses
cultural identity of Serbian people, national conmities and ethnic groups in
the Republic of Serbia, through all-encompassingises which would allow
all citizens access to free programme content at rtational, provincial,
regional and local levels.

Digitalization must offer citizens better quality ®ound and picture, wider range of
content i.e. more television and radio channelg; services for persons with special
needs and the elderly, improved additional seryipestable and mobile reception
and convergence of services. At the same timetadimation must allow service
providers formatting of content in accordance witeds of various target groups,
interactivity, possibility to offer services on dand (with appropriate fees), lower
costs of transmission and convergence of servigggtalization enables the state to
use the radio frequency spectrum more efficientlgl &0 use the freed part of the
spectrum for new services, as well as to promoteldpment of technology, create
new jobs, improve competition and offer more oppoittes for advancement of
creativity and preservation of cultural identity.



Taken as a whole, goals of digitalization must pevfor greatest possible
development of broadcasting and creativity in theaaf radio and television in the
Republic of Serbia, as well as the competitive enfggerbian broadcasting.

2  Theexisting legal framework

The Law on Broadcasting ("Official Gazette of th&"RNos. 42/2002, 97/2004,
76/2005, 79/2005, 62/2006, 85/2006, 86/2006) carceigitalization to the extent
that the Article 11 defines the authority of thepRlelic Broadcasting Agency to issue
licenses for programme broadcasting via terrestdable or satellite transmission,
both analogue and digital, in accordance with tleegdure and criteria prescribed by
law.

In accordance with such established authorityRépublic Broadcasting Agency has
issued and is still issuing a range of licensesaf@ogue terrestrial broadcasting, with
an expiry period of 8 years. Licenses for cablsaiellite transmission, both analogue
and digital, have not been issued.

Further, in the Article 78 defining obligations dhe carriers of the public
broadcasting service in realization of public iettr the law explicitly states their
obligation to provide usage and development of modechnical-technological
standards in programme production and broadcasting, to implement plans of
switchover to new digital technologies within defthschedule.

In accordance with the mentioned obligation, RTsSa @arrier of public broadcasting
service, has begun experimental digital terrestniabdcasting on the channel 27 from
Avala and channel 32 from Iriski Venac.

Strategy of development of broadcasting in the Rbpuof Serbia until 2013

("Official Gazette of the RS" No. 115/2005) dealthmdigitalization to the extent that
it states that further development of broadcastbey|t satellite, terrestrial or cable
transmission or broadcasting, will be based onlyligital technologies. The Strategy
further states that digital technologies for temiak broadcasting allow better
exploitation of existing frequency resources antieberesistance to degradation of
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reception quality. Regarding digital terrestriab&ticasting, the Strategy specifies that
Serbia has already selected T-DAB and DVB-T staiglar

The Strategy concludes that the Law on Broadcastimgently in force does not deal
with digital broadcasting and that it is necesgarfully regulate digital broadcasting
with a new law or amendment, taking into considerathat digital broadcasting,
unlike the analogue, "represents a system with npamtycipants in the chain leading
from programme production to broadcasting (confaotlvider, multiplex provider,
transmission provider, broadcast provider)".

The Strategy also states that the Republic Broéidgaggency has suggested the
Agency for Telecommunications and the relevant Btiyi to set aside special TV
channels, in the Plan of Allocation, for experinamligital broadcasting, in a manner
that would not reduce the maximum number of avaldlkequencies/locations to be
allocated in public contests for analogue terrastoroadcasting. According to the
Strategy, the Republic Broadcasting Agency will mak effort to allow all interested
broadcasters access to experimental digital channel

The Law on Telecommunications ("Official Gazette thie RS" No. 44/2003,
36/2006) does not mention digitalization, but carggprovisions specifying duties
and authorities of state bodies in the area ottetenunications.

Therefore, in accordance with the Article 5 of tteav on Telecommunications, the
Government of the Republic of Serbia is authorizest the proposal of the Ministry
of Telecommunications and Information Society predawith participation of

authorized organs of the autonomous province —efinel policy in the area of
telecommunications and to adopt the Strategy oéldgwment of telecommunications
in the Republic and the Plan of use of radio fremyespectrums.

The Ministry of Telecommunications and Informati®aciety, in accordance with the
Article 6 of the Law, is authorized, among othengjs:

= to prepare the proposal of the Strategy of devetprof telecommunications
in the Republic;



= to establish the proposal of the Plan of use abradquency spectrums and to
adopt the Plan of allocation of radio frequencias,the proposal of the
Republic Agency for Telecommunications;

» in accordance with the Plan of use of radio fregyespectrums, to decide on
numbers and deadlines, i.e. the periods for whiah licenses for public
telecommunication networks are issued, or senvicesvhich, in accordance
with the law, a limited number of licenses may $&ued, as well as to decide
on minimal conditions for issuance of these licansecluding the smallest
amount of one-time fee paid during the issuandeenses.

The Republic Agency for Telecommunications (RATHES authorized, among other
things:

= to perform control over the telecommunications;

= to more closely regulate conditions of usage ofardicequency spectrum and
to prepare proposals of the Plan of use of radiquency spectrums and the
Plan of allocation of radio frequencies, in accoaawith the law, as well as
to control the use of the radio frequency spectrum,;

= to allocate radio frequencies, in accordance viighlaw;

= to issue licenses to telecommunication operatorsr fepecific
telecommunication activities, licenses relatedeledommunication networks,
systems and devices, as well as licenses for stdtmns, in accordance with
the law;

» to prepare and execute the public contest for resuaf certain licenses, in
accordance with the law and with the Ministry'sidien on the number, time
periods and minimal conditions for issuance of ¢hesenses;

= to monitor whether telecommunication operators eslh&o conditions
specified in issued licenses and, in the case aton of license conditions
or provisions of the law, to take measures in ataoce with the law;

= to specify a special tariff regime and to monitmplementation of the tariff
policy, in a manner prescribed by this law, in cagden there is only one
public telecommunication operator in the market focertain
telecommunication services, when the public telecomcation operator has
a significant market share, or when the publiccdmhemunication operator,
using revenue from telecommunication network owiserin which it is the
only operator or in whose exploitation or deliverih has a significant market



share, subsidizes or co-finances other telecomratioicnetwork or service in
its ownership;

» to coordinate activities with bodies and organadiwhich are authorized for
the area of broadcasting, in accordance with law;

» to adopt technical regulations in the area of tal@munications;

= to monitor and enforce domestic and internationahdards and technical
regulations.

The Strategy of development of telecommunicationthe Republic of Serbia in the
period 2006-2010 ("Official Gazette of the RS" [98/2006) specifies introduction of
digital broadcasting as one of the strategic go&s development of
telecommunications.

The Action Plan, which is a part of the Strategy development of

telecommunications and which defines the goalsiviaes and implementers of
activities in realization of the Strategy, spedlfig states the restoration of
broadcasting capacities of the public broadcasteryice and implementation of
digital technologies as one of the aims and a@witThe Action Plan also points out
the efficient management of the broadcasting spextwhich includes planning of
the restoration and construction of infrastructimepublic broadcasting service in a
manner allowing easy and cost-efficient switchawedigital technology, as well as
the preparation of the Action Plan for switchowedtgital broadcasting, with the aim
to most successfully satisfy the expressed needsbifoadcasting services and
adoption of an appropriate Plan of allocation ofiodrequencies.



3  Problems caused by late allocation

Regular contests for issuance of licenses for comialdoroadcasting in Serbia in the
20" century were not held. As is correctly statedhia Strategy of development of
broadcasting, the lack of political will to regudathis area in accordance with
European standards has resulted in a legal vacadroleos with too many radio and
TV stations with low technical quality of broaddagt and bad quality programme
content. Further delays in implementation of thevLan Broadcasting after its
adoption in 2002 have caused the first public csirfte the national coverage and the
regional coverage in Belgrade to be organized roliee than 2006. After that,
contests for remaining regional and local covenagee organized in 2007 and 2008.
The procedure of issuance of licenses for certauei@ge is still ongoing.

In the Strategy of development of broadcasting, Republic Broadcasting Agency
states that in analogue broadcasting Serbia cae havnore than five commercial
TV channels for national coverage, no more tharegonal televisions and up to 160
local TV broadcasters. The Strategy explicitly estathe following:

"... the Republic Broadcasting Agency considers tha proposed (from the
technical viewpoint: maximal) number of broadcastet all levels is in
accordance with free market principles, with theinmm that healthy
competition can only improve the quality of domestbroadcasters'
programme, and the interest of the audience. "

In accordance with the Strategy, after the pulictest for broadcasting licenses for
national coverage programmes organized in 200@nsgies were issued with the
expiry period of 8 years in accordance with the,laalid for broadcasting of

television programme, to six broadcasters on fmmercial television networks. In
accordance with the Law on Broadcasting, the putd@adcasting service airs TV
programme with national coverage on two more netsjowhile the provincial

broadcasting service airs programme on two mongor&s in Vojvodina. Taking into

account a large number of regional and local brastgcs, who are at this very
moment being issued analogue broadcasting licemslesa longer expiry period than
the scheduled deadline for analogue switch-offisitclear that capacities of the



spectrum in the analogue sphere have been usé&lupper limit. Only channels for
experimental digital broadcasting have been constjebut not the channels
necessary in the phase of simultaneous analoguedail broadcasting as a
necessary step in the switchover to digital brostileg. This is clearly evidenced by
the Strategy of development of broadcasting, whtekes:

"The RBA (Republic Broadcasting Agency) has suggpgeshe Agency for

Telecommunications and the relevant Ministry to sside special TV

channels, in the Plan of Allocation, for experinandigital broadcasting.

Channels intended for digital broadcasting showddthimse channels whose
technical characteristics are not suitable for @amat broadcasting, i.e. those
which do not reduce the maximal number of availdtdgquencies/locations to
be allocated in future public contests."”

This puts Serbia in a position in which it will lextremely difficult to switch to
digital broadcasting without negatively affectin@gmket positions of any broadcaster
with properly issued license for analogue terrabtbroadcasting, during validity
periods of those licenses, which means that comaidymadcasters, from the very
beginning of preparation of the future Strategyudtl be consulted on the manner of
implementation of digitalization in practice, ateir opinion taken into account.
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4 Conclusions and recommendations

In the process of transition from analogue to digiiroadcasting of TV channels,
there should be a clearly defined role, as weltlaarly specified deadlines, duties
and responsibilities of each participant, for thev&nment of the Republic of Serbia
and relevant ministries, especially the Ministry dklecommunications and
Information Society, as well as the Ministry of @ue, independent regulatory
agencies (the Republic Agency for Telecommunicatioand the Republic
Broadcasting Agency), carriers of the public br@esting service, commercial
broadcasters, most of all commercial broadcastéhsnational broadcasting licenses,
network operators, including operators of cabléridhstion networks, equipment
manufacturers and retailers, as well as consunoéegiion associations.

Various interests and needs that should be harmdnith each other necessitate,
before the adoption of the Strategy, that a colingebody for digitalization of
broadcasting be created and opened for a wide m@ingéerested parties, and that the
body, apart from the representatives of the preshomentioned Ministry of Culture,
Ministry of Telecommunications and Information S#gi RATEL and Republic
Broadcasting Agency, should include representatik@® other official organs (for
example, the Commission for Protection of Compmtitthe Agency for Protection of
Intellectual Property), the university, other agadeinstitutions, and especially from
those who can be expected to become content prsvidedigital broadcasting,
including not only the public service broadcasterd ahe existing commercial
broadcasters, but also independent producers, a@esppublishers and other
possible content providers, equipment producersiammbrters, software producers
and importers, and representatives of associatibusers of services and others.

The work of the said counselling body should allmesentation of differing opinions
regarding the implementation of digitalizationvasl as of the following:

» the manner and procedure of selection of netwoektaiprs (for example, in
the process of public competition in accordancehwite provisions of the
current Law on Telecommunications, via adoptioraafew regulation which
would separate broadcasting facilities and objegtsently owned by the RTS
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and create a new public company with precisely ngefi obligations and
responsibilities with regard to non-discriminatodygital broadcasting, or
effect a combination of the two);

» the manner and procedure of selection of providéraultiplex service. Apart
from television and radio programmes, this serwncdudes additional digital
content, electronic communication services and rotkated identification
signals and data. It is also necessary to regatatditions related to limitation
of additional content data transfer and conditiohshultiplex offerings;

» the manner and procedure of issuance of licengeprigramme content —
public media outlets which would broadcast digytafi available multiplexes
(for example, in a public competition, in accordanwith the Law on
Broadcasting, with appropriate modification of tipeocedure in a way
necessary to prevent complaints regarding transpgrand metrics of criteria
from the analogue allocation which has already hmsformed in accordance
with the same Law);

= possible need to adopt legal framework for broatltg®f more channels by
the carriers of the public broadcasting servicengared to those which are
being broadcast now;

= solution to the issue of fees for broadcastingthe use of radio frequencies;

= proposal of a model which would take into accoum& éxisting situation in
broadcasting and expiry periods of issued licerfsesanalogue terrestrial
broadcasting, and prevent a negative influence amket positions of all
broadcasters with regular licenses for the periati@r validity.

It is also necessary to ensure that possible noadidns and amendments to legal
framework, which would prove useful or necessarg, mbt provoke negative

influence on position of broadcasters with reglilzenses for analogue broadcasting,
nor make it more difficult to citizens to receivaatogue TV channels within the

validity period of issued licenses for analoguedicasting.

In this sense, it is necessary, at the momentiwdlitransition to digital broadcasting
of television channels in the first multiplex(e®),provide a place for all commercial
broadcasters who broadcast using valid nationarame licenses.
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Future strategy of digitalization would necessadbal with the issue of substitution
of terrestrial reception in the parts of Serbia weherrestrial coverage is not viable at
the moment. This fact alone means that the Strabéglygitalization of broadcasting
should not be limited only to digitalization of testrial broadcasting, but should also
include digital satellite broadcasting as well astifer digitalization of cable
distribution, in which first steps have alreadyhesade.

In this sense, it is necessary to improve the légahework for issuance of licenses
for satellite and cable broadcasting, and to rdguthe issuance of appropriate
licenses for satellite DTH service, as well asrfbuence the digitalization of these
networks through a system of conditions for issean€ permits for services of
distribution of radio and television programmes cédle distribution networks.

Further, the future strategy of digitalization mustlude an appropriate promotional
campaign which would ensure that the public isnmied on the reasons for transition
from analogue to digital broadcasting of televismmegrammes, and the advantages
of digital television, in order to ensure shortgxissible period of inefficient
simultaneous analogue and digital broadcasting.

Also, expenses, and sources for their funding, lshbe planned realistically with
regard to the said promotional campaign, as wellhasnecessary analyses, expert
opinions and public opinion research during theparation of the Strategy and its
implementation, including various forms of statebsdies in the process of
digitalization. In the course of this, it is necagsto adhere to guidelines related to
acceptable forms of public support prescribed byogean institutions and, in this
sense, it is necessary to give preference to tltewing:

= jnvestment in transmission networks in areas will lbeception and areas
characterized by low interest of commercial investgrural and rarely
inhabited areas);

= subsidies for acquisition of digital decoders fitizens, provided that they are
technologically neutral,

= appropriate compensation for commercial broadcastérich would have to
switch off broadcasting before the expiry of tleehses issued to them.
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