10 DOWNING STREET
LONDOMN SWIA 2AA

From thy Privane .‘_u'u'r{'h;r.rl'r 21 December

The Prime Minister has seen the Home
Secratary's letter of 1% December to the
Secretary of S5tate for Trade and Industry
about privatisation of the transmission
system. She has no comments on the proposed
terms of reference for the study,; and
iz content for it to proceed.

I am copying this letter to the Private
Secretaries to other members of MISC 128,

Stephen Wall (Foreign and Commonwealth
Office) and Trevor Woolley (Cabinet Office]).

P. A. Bearpark

Miss Catherine Bannister,
Home Office.
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QUEEN ANNE'S GATE LONDON SWIH 9AT

1"l December 1588

jﬁgiﬁg. Floiin Ko

/—D-Q,M Donso

PRIVATISATION OF TEE TRANSMISSION S

[ am writing to ask for your agreememt, and that of other colleagues,
to the setting up of a quick study to adviss us on the best way of taking
forward the oblective, stated in the Broadcasting Hhite Paper, of privatising
the television and radio transmission system.

-

You will recall that the White Faper sald that our cbjeckive was to
move towards a privatised, regionally based transmission syatem designed to
promote competitiom. Given the entwinement of the IBA and BEC systems, this
ohjective could be fully realised only when the BBC loses its transmiasion
responsibility - either when the Charter expires at the end of 1994, or
sooner, if the BBC agrees to divest {teself of its reasponaibilitieza bafore
then. In the meantime the White Papesr proposed that the ITC should take
over the IBA's transmigsicn -Infrastructure buk arrange for the aystem to be
operated by private sgector contractors; and that the BEBEC sheuld be
encouraged to contract out.

We need to reach firm, detailed decisions sbout the arrangements for
the interim period by June of next year, in order to enable the necessary
provisions for next session's Tegislati®n to be prepared. But I do not think
we can sensibly take decisiona ambout the interim periecd until we have a
clearer idea of what & privatised FEransmission system would lock 1ike.
Otherwise we run the risk of reaching decisions about the short term which
could make it harder to achieve the best long term arrangements.

The work done by officials on privatisatlion since the publicetion of
the White Paper has indicated the need for expert engineering and economic
advice before we can take well founded decizions., The present transmission
ayatem 1s highly effective. We must ensure that the arrangementa which we
eventually decide upon for privatising it retain ita present effectiveness,
while alsoc meeting the oblectives set out in the White Paper and making
commercial sense. Not all the expertise needed is readily available within
wWhitehall, and I therefore propose that we should commission consultants to
undertake a rapid study. I attach terms of reference for the proposed study,
which I understiand have been agreed at official level. The study wounld start
next month and be completed by around the beginning of April. I also attach
a press notice which would be issued when the invitations to tender were sent
out.

The Rt Hon Lord Young of Graffham fower....
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The White Paper did not specifically mentlon the transmission of the
BEC's external services. Although privatlsatlon of this part of the BBEC's
transmission system would raise particular issues which would nesd to be
carefully consldered, I think it would be uaeful 1f the consultants looked
at the possibllitlies here too., I therefore propose, If Geoffrey Howe agrees,

that the terms of reference for the stwody should explicicly refer to the
eXternal services,

¥We can conslder when the study is complete whether all or part of it
should be published. If we do decide on publication, it will save time and
expense if the report is prepared initially in a form suitable for
publication; and the terms of reference are framed accordingly.

In order to mest the timetable I have sketched owt I should he
grateful for agreement to the study and to the proposed terms of reference

by 23 December at the latest.
e

I am copying this letter to the Prime Minister, to the Foreign &
Commonwealth Secretary, other members of MISC 128 and te 3ir Robin Butler.

g
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TERMS OF REFERENCE FOR A STUDY CONTRATT

The Privatisaticon of the IBA and BEC television and

transmission networks
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DRAFT PRESS NOTICE

STUDY ONM PRIVATISATION OF BROADCASTING TRANSMISSION SYSTEM

The Home Office and the Department of Trade and Industry announced
today ([ | January 1989) that the Government had decided to
commission a study into the options for privatising the television
and radio Lransmission networks currently owned and operated by
the BBC and the IBA. The study follows the recent White Faper on
broadcasting ('Broadcasting in the '90s: Competition, Choice and
Quality') which said that the Government's objective was to move
the transmission system progressively inte the private sector.

The purpose of the study will be to identify options for
privatising the tranamission system which will ensure that high
technical standards are maintained, and intreduce greater

competition into the tranamission sector.

Notes to Editors

1. The White Paper (paragraph 9.2) said that the Government
believed that the best arrangement in due course would be a

regionally based, privatised tranamission system designed to

promote competition, while containing certain common carrier
obligations. It noted that the route towards this objective
complicated by the way in which the IBA's system 1s entwined
that of the BBC, and by the fact that the BBC's transmission
responsibilities are rooted in its Charter which lasts until
end of 1996. It proposed different arrangements for the

transitional pericd before a privatised system was in place.
study will lock ahead to the point when privatisation of the

system can be implemented.




2. Several consultancy organisations have been invited to submil

proposals for the study. It is expected to start later this month

and to take about ten weeks.
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