PRIME MINISTER

MISC 128: IMPLEMENTING THE BROADCASTING WIITE PAPER

BACKGROIINDG

starting on 20 April. Their maln purpese will be to consider WHFther we

[ - =

|
{uhuuld develop or modify any of the proposals in our Broadcasting White Paper

in the light of the comments on it. We have received aver 3,000 responses,
A selective summary nf_;h; major pointe made by mome of the key Interests is
at Amnex A. The White Faper has prompted a wide-ranging debate. This has
itself been helpful in making brosdcasters Face up to what a more competitive
fature will mean for them.

2. The purpose of this minure is to met the scene for our conslderation

of specific copies. I envisage that these will include:

the future funding and structure of Channel 4;

mer

the gquality chreshold, competitive tender and the levy:

e — -

ownership;
the night houra;
tranemiaaion; and

the regime for locally delivered cable/MVDS services (on
which we are cosmitted te an annoumcemsnt by the end of

i

April), e
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I will be cireulating proposals on these subjects separately. 1 thought wou
might like to have thia scene-setting minute before yvou meet the Chairman of
the Home Affaira Commlttee on 4 April: briefing has been provided separately

i

for that meecimg. |

Increased Competicion

3. The White Faper emphasised that broadcasting was changing fast, and
that technology was opening up the proapect of much wider competition and
choice. That remains true. But the advent of the Sky transmissions From
the Astra satellite has vividly brought home to many people the reality of a

potentially drameatic expansion of broadcasting. In the coming montha the

public will be presented with & massive ldﬂa;fiaing campaign by BSE in the
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run up to itsd launch in September.

—_— e =

4, Extra competition and chofice are therefore now more tangible than
when we published the White Paper. They are also proapectively more
extenaive. The IBA have npnow advertised the Unfted Kingdom's fourth and
e —

fth DBS channels. There are plans for a second Astra satellite, opening

e = e ——
up the prospeet that up toe 312 satellite television channels will be

receivable on a single dish, Thers are alge plans for further Eutelsat

satellites, delivEring up to a further 42 channels from different orbital
positions. Under our proposals services m::-t use UK broadeastlng
frequencies will be alloved to develop fresly {;;:E;Lgh if they have an
uplink from the UK they will be brought under direct consumer protection
controls on matters such &8 taste and decency). Poll evidence suppgests that

the prospect of wider cholce through newv satellite channels is pepular with

viewers. As ome would expect, there are varying predictiona about how Far

e
these ventures will succeed, send how much they will eat inte the audience

share of the terrestrial broadeasters. A number of the satellite channels

will be subscription-funded. A number will be thematie chammels targeted at
__-I

_f:ggigglzL_inépreata- There has also been a recent upsurge of intereat In
cable,
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5, Some of the existing players have bacome more anxlous as the acale

and reality of the prospective competition have become clearer. Existing

breadcasting interests have naturally aought to rally support. Several
genior backbenchera and peers have heen vocal on thelr behalf, Lord Buxton's
dttack In the Lords and in correspondence on the form of competitive tender
proposed in the White Paper i{s an example. ©Some interests have also argued
that the cumulative effect of all the changes propesed for ITV in the White
Faper — competitive tendering requiring the higheat bidder to be gselected in

the gecond Etage,'a revenue levy, (separation of Channel & from ITV,] removal

of the night hours from Channel 3 and Channel 5, possible changes in the
Chennel 3 map, moving the transmission system into the private sector - will

be too destabllising at a time of rapld change and increased competition for
advertising revenue.| The advertlsers and the independent producers, while

Béinﬂvledsing that much of the White Paper is good news for them, share the

worries about the effect of some of these proposals in their present form.

5. We must expect interests such as the ITV companies to seek to defend
their positioms, although it i1s alse clear from their individual responses,
&nd the ITVA's, that they have come a long way in accepting the need to be

Sy
more efflelent In a much more competitive broadcasting enviromment, The MMC
e

Brdeldl?
investigation has alse shown that the wind of change has been blowing through

— e
the ITV system {n recent months.
f —

Need for Flexibility on Detail of Proposals
7. The overall response to the White Paper should not lead us to abandon
its main pillars. But there are some areas vhere there are sound reasons for

us to be ready to look again at the detail of the proposals im the White
Peper., The main considerations are these:

{(a) Implicatioms of Increased Competicion

E. Competitiom under the mew regime now seems likely to be much more

acute than it did when the Feacock Report, and to a lesser sxtent the White

—

Paper itself, were written. Technical ocpportunities for nev services hate
e aTOWTTOT Some EIMe. The significant polnt to have emerged sharply
over the past few monthe 1s the depth of the pockets, and the determinationm,
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of the new players - News International, W H Smith, Bond, Pearson, Maxwell
emong them - who are taking up these opportunities. The fact that there
will be even more cutleta for new players than previeusly envisaged suggesta
that we might look agaln at some of the more heavily eriticlised proposals in
the White Paper for creating such outlets, such es the proposed separate
night howrs licences for Channel 3 and Channel 5. Doubts have besn expressed
by City analysts about thelr viability in such & competitive environmsnt.

(b) Gualicy

9. The biggest single thems of the debate haz been the need to promote
high programme guality and extra chodce which im real, not bogus. This was
the dominant message In the deb@ifes 1A both the Commons and the Lords. [t
iz also the chlef concern of the letters we are receiving from individual

o i
vlewers and listenera. The emphasia which we are now putting ﬁr:ur general

policical Phﬂﬂﬂf';h!f on the quality of life will alsoc encourage the concern
with quality in broadcasting. Your recent speech to the Central Council at
Scarborough ls a case in point. This points to & need to look carefully at

t.'l'u;— adequacy of the aufeg:uurdn proposed in the White Paper for quality
programming on Channel 3 and Channel 5, and at how Channel 4's remit can

most effeceively be safeguarded. I remain persueded that some form of

g —

competitive tender will be a marked improvement over present franchise

———

allocation arrangements. Gut we need to look hard at the interaction of
quality tests and teallstic and soundly thased financial bids in the
competitive tender process. The simple "highest bidder must win® variant

propoged in the White Paper can easily be presented as providing sn economle
disincentive to quality, and has found no committed Ewmaﬂ

—

commenting, [t has also been criticised im a widely noticed response from

e,
8ix membera of the Peacock Commitctee, — —

e
ey

{e) Mome Affaira Committee

10. John Wheeler's Home Affairs Committee has emerged as a signigicant

volce in the debate. They have supported much of the White Paper, which in
e,

turn reflected a good deal of thelr report published last June. But they

have, as you know, sharply eriticlsed the proposal to take avay one set of
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the BEC's night boura as being inconsistent with our wish to nudge the BBC

towards subscription anmd to reduce reliance on the licence fea. Many

e ——— e
independent responses to the White Paper have echoed this point:— The

GCommittee have also concluded, as & result of thelr latest study, that the

Channel 4 remit - the pivotal quality safeguard for the independent sector -

cannat be effectively guaranteed except along the lines proposed in the
————

second option in paragraph 6.25 in the White Paper.

e

(d) Bill Handling

3159 We now need te consgider seriously the handling of the Bill. It will
s,
be long (perhaps Z00 clauses) and controversial. We will have to show that

we have taken some sccount of comments on the White Paper in implementing

ita detall in legislation if we are not to face severe problems in hoth the

Commons and the Lorda. The White Faper has already set off some potentially

formidable compalgna on behalf of particuler interests such as GCaelic

hr;;ﬂﬂﬂﬂtffﬂi ~ relifious, children's, arts and social action programmes:

—

and supporters of BEC network radio. There is alse s wider campalgn, whitch

we are pseeking to counter, about the implications of the White Paper
proposals for broadcasting in Scotland. Mr Renton will answer a debate at

the Party Conference Iin Scotland in May.

—

12, There is a strong view, not only in Scotland but alss fin the
South-West and North-~East of England, t the existing number of franchises
ghould not be disturbed for the first % YEATH nrt;]:HE'w reglme; any
reduction in the number of franchises will certainly be very polltlcally

gensitive, Tn:tiE;;T;Ttiz willl need some room for manocuvre in responding
to such campaigns, and more general concerns about quality and the management
of change, without conceding pointe inimieal to the White Papar's basic
philosophy. We alsco need, I belleve, to show some movement on local
cable/MVDS franchises, where our proposals have been much misunderstocd and

eriticised by cable interests, and on ownership, where many, while welcoming
our deslre to maintain diversity of broadeasting ownership, would like ta =ee
gtill tighter and more extensive restrictions,
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CONCLUSTON

The White Paper proposals have emerged from the consultation process
in good shape overall. There are valid reasons for looking agein at =some of
the detalil. In this we are, I think, helped by a comprehensive responas from
the IBA which clearly showa the beneficial influence of the new GChairman,
George Russell, which stresses objectives entirely consistent with those of
the White Paper, &nd which Incorporates msuch fresh, and in some cases
Independent, thinking on epecific points.

13, I am copying this minute to MISC 128 colleagues and to Sir Robin
Butler.

AFFROVED BY THE HOME SECRETARY
28.3.198%. AND SIGNED 1IN HIS ABSENCE
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BROADCASTING WHITE PAPER: KEY RESPONSES

Welcomes proposed framework for expansion of commercially Funded
broadcasting. Must be structured mso that more choice does not mean less
quality.

< ok Advantage in retaining present Chammel 3 regions poat-190%,
Welcomes proposal that ITC sheuld decide thia.

o A mnetwork on Channel 3 is essential and ITC should have power to

require one,

4, Channe]l 4's remit best sustained if it becomes a non-profit making

aubsidiary of the ITC, selling 1its advertising separately, but with a

revenue gafeguard based on a ser percencage of rﬂTrEHFriﬂl net advertlsing

revenue {(NAR).

==_—=—alaw

- Proposes tendering arrangements based on clearly specified guality
requirements, & fixed licence payment set with City advice, a wariable bid
expresaed as a percentage of HAR, and quality of money asgesaments hased on

soundness of buslneas plans.

Recommends three yvear moratorium on hostile takeovers.

o "

i

1. More competivive tranamission system desirable. IBA's and BBG's

national transmission operations should be privatised separately.

— m———
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ITV ASSOCIATION

Welcomes White Paper in giving positive lead to the development of
television in the next decade,

2, Questions “highest bidder wina" element 4n competitive tender
propesals, Offers four preferable options for tendering, a&ll of which offer
ITC some discretion to choose between competing bids having regard to guality
and avold lump sum bida.

3. With bids in the ferm of annual payments, levy should be abolighad,

4, Current complementary relatiomshilp between Channel 3 and Channel &
ghould be retained.

e Channel 3 regional franchisees should be allowed to retsin thelir
night hours.

G. Three yvear moratorium on hostile takeovers.

Welcomes White Paper and especially confirmation of ita special role,
2. BEG will supplement licence fee by selling programmes, providing data
aervicea and building on subscription experiment. Subscriprion proposals
Include & gkills Initistive geared to 1992 and a BBC nature club,

- In order to build up subscription and retain scheduling control to

provide valued overnight services such as olection, sports and musical event

coverage, BEC wishes to retain control of both channels during night heurs.

4, BEL will contimue to increase efficiency and reduce overheads.

18 Hext licence fee declsions (for 4April 1991) should be based on
independent assessments of Income achievable from subseriptionm.




SIX MEMBERS OF PEACOCK COMMITTEE

Essentlal that ITC should have discretlion not to accept highest bid

in competitive tender. — - — —

P

2 Premature reductiom in licence fee will have damaging effects on BEC
TV and radio. BBEC must have adequate funding beyvond 1991,

Government should legislate to make peritelevision sockets mandatory.

THCORPORATED SOCIETY OF BRITISH ADVERTISERS (ISBA)

A revenue levy after 1993 would constitute a tax on advertising and
halifeipansciiy g

ghould be wlthdrawn.

Z. Advertlsers would regret it if the high cost of acquiring a Channel
3 franchise discouraged licensees from providing a high quality service.

3, Channel 4 should become a private sector company Xeeping its
existing programme remit.

4, Channel 5 should be launched before 19931 and should be divided not
ity
deaytime/night time but weekday/weekend,

INDEFPENDENT PROGRAMME PRODUCERS' ASSOCTATION (IPPA)

If the BEC 18 to develop nev programme services and subscription it

should retain both set=s of night hours.

2. Menitoring of implementation of the 25% independent oproductions

target should be entrusted to an independent evaluator,

3. The Channel 3i/Channel 4 link should be severed. Chammelfcannot make
its way unassisted in the market place, It should become an independent
trust with a4 guaranteed budger.




Channel 5 should have its headguarters outside London,

kg The Goverrment should help the formation of & national netweark aof

trailning organisationa.

DELOITTE, HASETHS AND SELLS

ITC should select contender vho offers cost-effective programming at

the higheat standard, even if he ia not the higheat bidder,

2q Guallity hurdle for Channel 3 should be higher.

3 s Propoged delivery/retailing distinetion for local services should be
abandaned.

4, Separate regional Chamnel 3 night houra licences unlikely to be
viable.

Channel 5 should not be eplit up by hours of davy.

—

CAMPATGN FOR QUALITY TW

Positive programme requirementa should ke expanded to ineclude high

qugiify current affairs, arte, religlous, drama, documentarvy and children'a

programmes, and a network system,

—

2, ITC should consider applicants' financial commitment to programme

proposals; as well as financial bid=s,

3 Channel 4 remit needs to be supported by continuing cross-promotion

and complementary scheduling.




CANLTON COMMUONICATIONS

Natlonal nevapaper interesats in Channel 3 should be restricted.

—

Ly Tender bids should teke Fform of percentage of HAR, If ITC not

aatiafied about financial wviability of business plan of highest bidder,

should award licence to alternative applicant,

Channel 5 should not be aplit up by time.

Doee not favour any moratorivm on takeavers.

T ITC should make known its decizsionz on Channel 3/Channel % glock and
mEp A8 Early as !ﬁﬁﬂﬂ“‘-]f‘.







