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PRIME MINISTER

MINISTERIAL GROUFP ON BROADCASTING SERVICES (MISC 128)

The attached briefs for the meeting on 20 April are based on the
assumption that the Home Secretary's -prﬂFﬂEﬂlﬂ for an early
statement on local services, set out in his minute to the Trade
and Industry Secretary of 10 April, will be claared in
cuEiEEpﬂnd&nce before the mesting. Thesa proposals (including

allowing local operators to retail programmes as well as deliver
them; dropping the idea of a levy on local services; and a
gubstantial liberalisation of SMATV systems) have been agreed
between departments at official level, and on present advice we
do not foreses difficulties being raised by other Ministers. If
there should be any problems on local services, however, they
will have to be discussed at the meeting on 20 April, since the
Government is committed to make a further statement on local
A ——
services beforg the end of the month.
= 1,—;#3___ . — . —
2 Item 1 is simply an opportunity for taking stock and

establishing the ground-rules for the Group's remaining work. and
it doas not call for any substantive decisions. You may

particularly wish to use it, EEWE?Er, in order to establish with
the Home Secretary how the presentation of these second-stage

————

decisions =hould be Pandledi Unless there are wvery Et}unq

A — " ¥ a = i
oparational reasons for earlier announcements on 1ndividual

topics - and wea are not aware of any - there seems everything to
p———

be said for making a single comprehensive announcement of all tha
covernment's second thoughts on the White Paper in, say, mid-

P e —y
JI.'IJ"JEa e —————

-

—

. i Item 2, on ownership regquiresments, 18 reasonably
freestanding, and you may be content for the Group to take a
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provisional decision on it. But all the outstanding points

—

inter-react with each other, and you will probably wish to

withhold final agreemant until you can see the total shape of the
T e e |

package that is emerging.

& Item 3, on the financial arrangements for Channel 4, is much
more difficult, since the Home Secratary is seeking MISC 128's

agreement for the least qpantitiva of the qptians canvassed in

the Hhi;E_Paper, You may wish to ask the Home Secretary to work
up some further Fg;gibilitiea for putting efficiancy pressure on

T _—

Channel 4, for consideratien at the next maeting. In any event,

final decisions could not possibly be taken on Channel 4 until

the shape of Channel 3 is clearer, and that will depend on the
T — : :
Group's later consideration of the competitive tendering

———— .
machinery for franchises, on which the Home Secretary will be

— ]

bringing Mr George Russell to make a presentatien.

— :.__.——'_'__'_._-- I - > o == =
5 Following the 20 April meeting you will probably need at
least two further meetings of the Group to agree total package,

e

but you will be able to form a better idea of that in Ehé~light

of this first meeting. Apart from gompetitive tendering and
Channel 4, the most difficult remaining subject is probably

e A [ I

A J LANGDON

——

14 April 1989
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PRIME MINISTER

MINISTERTAI GROUP ON BROADCASTING SERVICES (MISC 128)
CHAMNEL 4: MISC 12B(89)3

OBJECTIVES AMD DECISIONS

1. The basic guestion posed by the White Paper was how

Channel 4's remit could be best maintained and the Channel gell
jts own advertising during a period whan thera would bea greatly
inoreased compatition and Channel 4's close supportive links with
ITY would almost certainly be eroded. The Home Secretary argues
that developments on the ground since MISC 128 last considered
this topic, and the overwhelming responsa to the Whita Papar,
support his preferred White Papar option, as against full
privatisation which has hitherto keen favoured by the Chancellor
of the Exchecquer.

o The main decision that the Home BSacretary seaks is that

Channel 4 should be astablished as a non-profit-making subgidiary
e ——
of the ITC with a Yanteed mini e of 14% OF tha

previous yéar's total Net Advertising Revenue (NAR). ¥You may

wish to HMMEMEJ@HWM@J&D

_RdliﬁgﬁtncﬁhiﬂjﬂinL_mﬂIElﬂﬂ w—

———

3. On ways in which the other channels might support Channel 4,
the Home Secretary is also proposing that there should be no

obstacle to Channel 4's regional advertising ({though not its
national advertising) being sold by Channel 3, and that there

should be a reguirement on Channels 3 and 5 to undertake the
romot i nel 4, although they will not derive any direct

profit from it.
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4. You will also wish to obtain the Group's preliminary view on
the proposal that the Welsh fourth chanpel should be funded by
the ITC out of the money raised by competitive tender, and not by
way of a direct subscription by the other independent companies.

5. On the handling of announcements the Home Secretary proposes
that the Group's aventual decisions will need to be announced by

way of reply to the Home Affairs Committee. In accordance with
the line recommended under Item 1, you may wish to say that even

decisions on all the outstanding issues, for which the target

BACEGROOND
6. Channel 4, with its special remit to cater for interests
that would not otherwise be met, is presently a wholly-owned

gubsidiary of the IBA, financed by a subscription levied on the
i

independent TV companies, who sell the advertising on Channel 4 —

and retain the revenue that it raises., One of the central themes
throughout MISC 128B's earlier round of discussion was the high

cost of television advertising, and one of the Group's basic
tenets was that Channel 4 should gell its own advertiging in
order to introduce more competition. On the other hand, the
Group fully accepted that mpaintaining the Channel 4 remit would

be a very important part of the guarantees of guality that needed
to be built into the White Paper prospectus, to balance the

aextensive deregulation that was envisaged elsewhera in the
system. on one side of the argument, ¢t cellor of the
Exchequer felt that full privatisation was the only means of
1 L] .-_-_-_-_
exposing Channel 4 to the drive for efficiency that underlay the —
R e i P el

whole of this policy review, and that the maintenance of the
Channel's distinctive remit could be achieved through policing by

the ITC. ©On the other side of the argument, the Home Secretary

and the Trade and Industry Secretary felt that profit-seeking
under a full privatisation model would inevitably drive the
2

CONFIDENTIAL




CONFIDENTTAT,

- i ursuit a =8 disnce, and that the
achievement of Channel 4's admittedly nebulous programming
regquirement could not be imposed by a regulatory body that was
designed to operate with a light touch. The Home Secretary put
forward various new modeals for a non-profit-seaking Channel 4,

and he ultimately settled on the proposal that 1t should bes a
wholly-owned subsidiary of the ITC, with some form of guaranteed
minimum INCOme .

e Although you were uneasy at the Home Secretary's proposals,
which you thought might encourage Channel 4 to indulge in
aextravagance at other people's expense, it was not possible to
ragolva the avenly balanced vieéws 1in the Group on this issue.
Accordingly, tha White Paper committed the Government to
maintaining the Channel 4 remit and to the Channel's gale of its
own__advertising but canvassed both possible options for the
Channel's new financial structure. In addition, the White Paper

floated the possibility of constructing some form of link between
Channel 4 and Channel 5, which was an idea that had first been

floated by Mr Michael Grade and which had found some favour on
the ground that it would help to establish a "third forca"
standing against both the BBC and Channel 3.

MAIN ISSUES

a. A link with channel 5
- 1 You may be prepared to agree at the outset that the third

White Paper option, of a link with Channel 5, may be discarded

with no further discussion. This option seems to have had

absclutely no friends among those who responded to the White
Paper and, whatever Mr Grade might hawve thought of the idea at
ona time, he vigorously repudiates it now. The basic abjection
to the idea is that Channel 5 iz a totally unknown guantity and,
in the short and medium term, a close relationship with it would
be likely to be a liability on Channel 4 rather than a help.

|
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- : . : K, i y . =
g, If the idea of a link with the fifth channel is discarded,
tha argument is back where it was bafore the White Paper, with a
choilce between privatisation and some form of guarantesed non-

profit-making status.

10. ©On the one hand, Mr Hurd can point to developments in the
last wyear that do weaken the case for privatising Channel 4.

The whole elevision industr E 8 ams BADSE ANC ]

than it was when MISC 128 first addressed these guestions, and
the increased competition now predicted from a fifth channel and
satellite services means that legs of the weight of introducing
coppetition now needs to be placed on Channel 4. The responses
to the White Paper were certainly weighted heavily against
privatising Channel 4, and this itself might make it politically
difficult to pursue that cption when, as Mr Hurd would say,

. g ot : ! : ! 1it
guarantee in the context of the very widespread competition that

is now foreseen. Finally, it should be borne in mind that
Channel 4 operates by commissioning programmes rather than by
making them itself, and that it has never bean vulnerable to
extravagance and inefficiency on the scale that has affected the
BBC and ITV systems.

l11. on the other hand, the Incorporated Soclety of British
Advertisers believe that full privatisation would be wviable and
that non-profit-making sta;ah under the ITC would be too similar
to the present arrangements, and you may wish to probe this with
the Trade and Industry Secretary in particular. The Home

Secretary's paper gquotes the IBA and National Economic Research
Associates as predicting that Channel 4's audience share will
drop from the present 9% to as low as &%. But audiencea share is
not a complete guide to profitability, especially when the
audiences in gquestion tend to be highly specialised ones in the

upper socio-economic groups. You may wish to confirm that the

q
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Trade and Industry Secretary agrees with the Home Secretary that

these "pniche audiences" co ]
without damaging the remif.,

12. Turning to tha Home Becretary's proposals - which are
supported by Channel 4 itself, the IBA and the Home Affairs
Committea - your ba=sic concern will still be that they give
channel 4 wvery 1ittle incentive to efficiency. Mr Hurd suggests
that the Government should now commit itself to a guarantee to

Channel 4 of 1l4% of the total Net Advertising Revenua (NAR) of
the independent terrestrial services, which compares with the
Channel's present proportion of about 14.9% when various
facilities currently provided free are taken into account. This
would represent a squeeze on Channel 4 of about 7%, but it is the
only spur to efficiency in Mr Hurd's proposals. Under his
gcheme, Channel 4 would not have the incentive of being allowed
to keep any of ite advertising revenue above the target figqure,
and it would be fully reimbursed for the whole of any shortfall.
Furthermore, any such reimbursement would be provided by the ITC
out of the proceeds of competitive tendering, and hence at the

taxpaver's expense.

13. If the Group ia minded to move in tha direction of Mr Hurd's
proposal there are +two basic points that need further

examination.

(1) Given the likely wvolatility of the television scene in
tha 19%9%0's, and the difficulty of predicting Channel 4's

performance in such an uncertain context, is it realistic to
pin the Government to a specific 14% guarantee at this
stage?

(ii) 1Is it possible to devise modified proposals that would
inject more incentives to efficiency. One possible approach

might be to introduce a proportional element at each end of
the scale 30 that Channel 4 would be allowed to keep part of
5
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any surplus that it made and would itself have to meet the
first part of any shortfall of its ravenua against a target
figure.
You may wish to ask the Home Secretary to consider both these
pointe in copsultation with the Chancellor.

c. How far should Channel 3 continue to gupport Channel 47
14. HNobody is guestioning that Channel 4 should itself sell its

own pnational advertising under the new dispensation. But Channel
4
be impracticable for Channel 4 to sat up its own rival selling
organisation for regional advertising. The Home Secretary comes
down in favour of the compromise that Channel 4 should be allowed
to sell its reqignal advertising through Eh}gqgl 3 1f 1t wishes

the IBA and the Home Affairs Committes all argue that it would

to make such an arrangement on a commercial basis, and this
proposal does not greatly damage the Government's basic
insistence on separate sale of advertising.

15. There is a much more fundamental problem on the extent to
which the other independent terrestrial channels ghould support
Channel 4 by way of cross-promotion. At present the indepandent
T™ companies have considerable incentive to co-operate with
Channel 4 on scheduling and cross-promotion, since they keep the
advertising revenue that Channel 4 generates. 1In effect, Channel

4 rides on the back of a mass audience channel. Under the new

regime, however, the other independent companies will be fierce
competitors with Channel 4, rather than partners, and the fear is
that a specialist interest channel ceould not survive in that
climate without damage to the remit. The Home Affairs Committee
concluded that the prospects for Channel 4 would only be good if
a measure of co-operation between Channel 4 and Channel 3 could
be achieved, and they recommended that the legislation should in
some way require such co-operation. The Home Secretary now
develops this idea so as to place an obligation on both Channel 3

and Channel 5 franchisees to promote Channel 4, but he explicitly
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recommends against Channel 4 being placed under any reciprocal
duty.

16. The idea of such heavy co-cperation between commercial
rivals wasE not, however, received with eguanimity by the ITV
Association, representing the ITV companiez. In evidence to the
Home Affairs Committee Mr Richard Dunn (Chairman of the
Association) said that the Association was profoundly doubtful
about Channel 4's proposals for co-operation and that, in his
view, any attempt to impose such a duty of co-operation in the
new legislation would "fall apart under pressure, and we know
there is going to be pressure”.

17. There may well be an element of exaggeration in the ITV
Association's evidence to the Home Affairs Committee on this
point, since their main object was to argue in favour of the
status guo. Nevertheless, it might be somewhat uneasy to
include provisiona for such duties in a Bill that is dedicated to
encouraging competition in a deregulated environment. On the
other hand, the promotion of Channel 4 on ITV i=s a key feature of
their operations, worth about £20 million a year, and Mr Hurd
will argue that if it were to disappear under the new regime it
would need to be replaced at Exchequer axpense.

d. The Welsh Fourth Channel

18. At present the Welsh fourth channel is financed by a direct
subscription from the other commercial television operators, and
thea White Paper proposed that this arrangement should continue
unchanged. The IBA has now argued that such arrangements would
be anomalous under a competitive system, and that it would be
cleaner and healthier for the ITC to finance the Welsh fourth

channel directly from the money received from the competition for

franchises.

19. We understand that neither the Chancellor of the Excheguer
nor the Welsh Secretary were consulted much in advance on this
i
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proposal, and wa do not know their views. At first sight the

proposal looks attractive, and it might certainly be the best way

of lessening the aggravation felt in Scotland by the overt
subscriptions that their regional services have to make to the
Welsh fourth channal. But the essential point is whether the
Chanceller of the Exchequer accepts the Home Secretary's argument
that the proposed arrangements would not markedly affect the
return to the exchegquer and that is the point on which you may

wigh to concantrate.

- Handling of announcements

20. The Home Bacretary makes numerocus references in his paper to
the report by the Home Affairs Committee, and he proposes that
the Group's conclusions on Channel 4 will need to be announced by
way of a formal reply to the Committee. For the reasons seat out
in the brief on Item 1, however, Yyou may bs reluctant for the
Group's remaining decisions to be announced plecemeal. Even if
it is necessary, as a matter of courtesy, to announce the
conclusions on Channel 4 in the form of a formal response to the
Committee, this should probably be done gt the same time as the
othe announcements ; ] rt [OES-relfars

between the two.

HANDLING

21. You may wish te invite the HOME SECRETARY to introduce his
paper, and then ask the CHANCELLOR OF THE EXCHEQUER to make the
first comment on it. The TRADE AND INDUSTRY SECRETARY might then
be invited to make any general comments, and you might then take
the meeting through the main issues set out above.

22. 'The WELSH SECRETARY (and also the SCOTTISH SECRETARY) will
have particular comments on the Welsh fourth channel.

WY

14 April 1585
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FPRIME MINISTER

MINISTERTAL GROUP ON BROADCASTING SERVICES

OWNERSHIP (MISC 128(89) 2)

DECISTONES
1: You will wish the Group to reach a clear view on:

I i. the proposed rules on ownership set out at Annex A to

the Home Secretary's Memorandum; and

ii. whether the Home Secretary shoyld make an announcement

about the new rules on ownership at the end of April or
whether this should be deferred uypntil the Group has taken
decisions on all cutstanding issues relating to independent

television.

BACKGROUND AND MATIN ISSUES
- Most of those who commented on the White Paper proposals on

ownership (paragraphs 6.48-6.53) welcomed the commitment to

-—

impose limits on the concentration of ownership and on excessive
- iy
crose media ownership. However, there has been a good deal of

comment about the undesirability of media barons, such as Mr

Maxwell or Mr Murdoch, being able to acguire control over an

excessive number of broadcasting outlets; and a large number of
respondents and of those who spoke in the Commons and Lords

B

debates have called for some further tightening up of the
controls proposed in the White Paper. The Home SEcreEEry

— S —_—

—
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believes it important for the Government toc be seen to respond to
these concerns.

Froposed Rules on Ownership
3. The rules on ownership which the Home Secretary now

proposes are set out at Annex A to his Memorandum. The main

proposals are as follows.

(i) Fules 13 and 13(a) provide that no newspaper shuuld
have a holding of more than 10% in a broadcasting licensea

(or vice versa) where the Independent Television Commission
(ITC) /Radico Authority (RA) considers this would be against
the publie interest; and provide an absolute bar on any
national newspaper having a holding of more than 25% in a
Channel 3, Channel 5 or national radio licﬂnségqfs?';ice

——

versa). This differs from the White Paper which suggested a

bar on heoldings above 20% (a proposal which has been
endorsed by the IBA). I understand that the proposed limit

was increased to 25% at the suggestion of DTI officials in

order to bring it into line with thg_;riiﬁer point in
mergers 1l leqislatinn However. you may feel that it would be
DnIIEIEE_lv unﬂi_g for the Government to propose a less
restrictive control in this sensitive area than that

We understand that the Treasury are briefing the Chancellor
to argue that the 25% rule should not apply to a proprietor
who ownsg unlg GQE_natiunal newspaper. Hnuevaf?'iﬁﬁh'a'”
;;wﬂpaper tuhiéﬁ_ﬁiﬁﬁf-ghnceivahly, in future, come out on

all seven days of the week) could exercise a powerful
influence on public opinion and you may feel that it would

CONFIDENTIAL
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not be acceptable to relax the White Paper proposals by
e:-:emp?{‘ng such a proprietor from the cross ownership rules.

{(ii) The White Paper proposal that the same group could
hold two (but not more than_EEGJ Channel 3 licences has
attracted a good deal of criticism from those whe maintain
that it would be wrong for a siﬂale interast to control

p— et —

either two contiguous regions (which might, for example,
amount to the whole of Ecutlandi or two large regions. Rule
7 accordingly provides that no group may hold more than cone

licence eaxcept where the ITC considers this would not be
R i —rys
against the public interest. It 1s envisaged that tha ITC

might allow this where, say, the only group interested in
one of the less attractive franchise regions was the
franchise holder for a neighbouring region. You may feel
that there would be advantage in tightenipng up the reference

115 ainst the publiec interest" to specify the
restricted circumstances in which the ITC might exercise
their discretion. It might also be prudent for the rules teo
set an pphgolute limit, probably of two, on the number of

fiii) Rule 8 empowers the Secretary of State to establish
limits on the ownership of satellite channels uplinked from
the United EKingdom. This ig-ﬁégiqnad as a safety net
againet the possibility that a single entrepreneur might
acguire a large nunber ufi_::h.annelﬂr eg on ASTRA, which
together accounted for a lérqn share of the United Kingdom's

television audience. It seems doubtful whether the
proposed controls would do much to redress such a situation
since the entrepreneur in gquestion would be free to uplink

his channels from other European countries. Such a power

CONFIDENTIAL
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might have presentational attractions, however, though ¥ou
may feal that the Government ocught to give some broad
indication of the circumstances in which it would be
gxercised so that quﬂl!j?f chanpg}mnwners could plan
accordingly. : 3

{iv) Rules 1 and 2 prevent non-EC control of ITC/RA licenses

except that, as agreed between the Home Secretary and Lord
Young in correspondence (the Home Secretary's letter of 14
March and Lord Young's reply of 28 March), the presant

(hWﬁm&MMMIE. in which various

e kee o be lifted.
You may wish to check that other members of the Group are
content with these propocsals.

(v) Rule 15 provides a three vear moratorium on hostile

takeovers from the time when the licence is awarded. This

picks up a proposal by Mr Russell, chairman of the IBA and
S —

chairman-designate of the ITC, which was endorsed in many of
the responses tp_the White Faper. The arguments for a

moratorium are that new licence holders will need an initial
periocod of stability in which to find their feet and that,
without a moratorium, some of those interested in acquiring

franchises might hold back from the tendering process with
the aim of taking over one of the successful bidders. Lord
Young, however, may argue that it would be wrong to protect
licence holders from the disciplines of the market even
during the initial period.

There is clearly a risk that, under the sort of moratorium
proposed by the Home Secretary, some franchise holders might
limp along for the initial period without any real prospect

CONFIDENTIAL
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aof ever performing successfully. On the other hand, if scme
of those interested in acquiring a franchise were to stand

back from the tendering process in the way which the Home

becrﬂfary furaahaduus, thie might reduge the size of ;h
mﬂlummm_tﬁﬂeﬁ: and if there were a spate of
takeovers shortly after the licences were ﬂHarﬂEﬂ. the

whole procedure might be brought into disrepute. You may

wish to seek the Group's views on the balance of these

arguments. —

Judicial Review
4. A number of the proposed rules require the ITC/RA to take a
view of the public interest. While this requirement is well

pracedented, being h;;EELEn provisions in the Cable and
Broadcasting Act 1984 which govern the conduct of the Cable
Authority, the concept of "public interest" is pretty nebulous
and there must be a risk of unsuccessful applicants Ehallﬂn91nq
deciainna of the ITC/RA by way of juﬂiﬂ;al raview Hnrﬂuvar, of
course, there can be no guarantee that the ITC/REh will interpret

"the public interest" in the way envisaged by the Government.
wish t onside

the rules can set out rather more precisely the considerations
which the ITC/RA should apply. You may also wish to ask him to
congsult the Aﬁm&y_ﬁ;m:m_ab_m_tn_rulﬁ_immﬂﬂib&
risks of judicial review. —

g —
-—'_'_._'_._'_ "

Timing of an Announcement
5. The Home Secretary would prefer to announce the Government's
conclusions on ownership at the end of April together with the

announcemant on local services which the Government has

undertaken to make at that time. However, any such announcement
is bound to provoke gquestions about related matters which the

CONFIDENTIAL
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Group have not yet considered, for example whether Channel 3
licences will be of fiwxed or indefinite length. For the reasons
given in the brief on the previous item, you may feel that it

would be prudent to delay an announcement on ownership until the

Grou as taken decisions on other aspe & independent

television regime.

HAHDLING
G, You will wish to invite the HOME SECRETARY to introduce his
Mamorandum.

s You may then wish to go through the various points in the
order set out in this brief (which broadly follows the order of
the Memorandum). The TRADE AND INDUSTRY SECRETARY and the

CHANCELLOR OF THE EXCHEQUER, in particular, will have comments.

LIRS

A J LANGDON

14 April 198%
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MINISTERIAL GROUP ON BROADCASTING SERVICES (MISC 128)
IMPLEMENTING THE BROADCASTING WHITE PAPER
HOME SECRETARY'S MINUTE OF 2B MARCH

OBTECTIVES AHD DECISIONE

This overview paper by the Home Secretary is on the agenda simply
to enable the Home Secretary to bring the Group up to date and
gset the scena for the final round of decision-making on
broadecasting policy. Mo substantive decisions are required. You
may, however, wish to use this item to establish that the Group's
target should be a comprehensive annnunagﬁmmmmﬂtﬂ
decisions on all outstanding points in, say., mid-June. That

would keep the initiative firmly in the hands of the Government

and it would enable you and the Group to reviaw the balance of
the package as a whole before you become finally committed to
particular components of it.

BACKGROUOND
2, Btripped to its essentials, MISC 128's main preocccupation
has been to encourage the greatest consumer choice, competition

_and efficiency in British broadcasting that is compatible with

““adequate guarantees for the WHEEEEEEEFE of allty On the one
hand, the BBC will continue te provide the cbrnErEtnﬂE of publie

ey Ny i TP

service broadecasting (though it will be brought under increasing

pressure to finance itself through subscription from 1991) and

S e —

the Channel 4 remit will be preserved (though a new financial

-

structure for Channel 4 remains to be settled). On the other

hand, Channel 3; the new fifth channel; services on Direct
Broadcasting by Satellite (DBS); and local services provided by
Ccable andfor MVDS will all be operated under a_much lighter

touch than that of the IBA's current regime. In addition,
satellite services, such as Sky - which are up-linked from the

UK but not broadcast on UE frequencies - will simply be subject
to basic consumer prutectian requirements of taEtE and decency.

.-4-"_'_'_._'_




The summary of the White Paper's proposals is attached, for
convenieanca, as an Annex to this brief.

< 8 Among the Home Secretary's list of issues which now need teo
ba reconsidered by MISC 128 there are three that go to the heart
of the argument about guality. They are

i. the guality threshold, competitive tender and the
levy (primarily affecting Channel 3 and the fifth
channal but also relevant to local sarvices);

ii. the funding and structure of Channel 4;

iil. gwnership.

The fourth issue - use of night hours - does not stir up the
guality debate as directly as do the previous three issues, but

it brings into question both the competitive Eusitiun of the BBC

under the new regime and alse the rate at which the BBC can

reasonably be expected to move te subscription financing. The

issue has the potentlial, Eherefore, of being guite sensitive.

Finally, there is the separate issue of transmission, which is a
highly complicated field in its own right. The Group will need
to review in more depth the full implications of regionalising
the present national transmission systems.

MAIN IGS5UES

4. The general line of the Home Secretary's minute is to arque
that even in the few months since the White Paper was prepared it
has become apparent that the forthcoming competition in
television services will be more determined in character, and on

a widar scale, than had previously bean envisaged. There will
therefore be relentless pressura for revenue, and guality

requirements will come under heavy pressure. The Home Secretary
2
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argues that the lesson of all this is to review the adeguacy of
the White Paper safeguards for guality programming on Channal 3
and Channel _5'.‘, and the best way of safequél;d.inq the cnannen
remit, and he reminds you of his view that the Broadecasting Bill
should be seen as a centrepiece of a legislative programme in
which the main theme will be the guality of life and service to

the public. I.F , 'Ejfg;_ el Ty tf Abaded (~

ramie. el UG e
— - — —
52 ¥You may wish to indicate whether you accept the Homes
Secratary's broad overview of the situation, with its implication
that the guality-related issues are the points on which the Group
will need teo focus. You may alsoc wish to confirm that the other
members of the Group accept the Home Secretary's minute as a
full list of the main pointe that now need to be reviewed. You

may alse wish to make some comments on the following specifie

points.

A, The scale of increased competition

6. As the Group recommences work, you may wish to bring

yourself up to date on developments since last autumn. The very

high numbers of new channels gquoted in paragraph 4 of the Home
e

Secretary's minute are on the assumption that there will be a2
second Astra satellite next year and that the second Eutelsat
satellite will be launched this year. These eventualities seem
perfectly likely, so far as we can judge, and they certainly
support Mr Hurd's general arguments about increasing competition.
No other player seems to be entering the satellite scene cn the
scale of Mr Rupert Murdoch's Sky channel, however, and the main
point of current interest is the degree of success that Sky is
achieving, and the prospects of BSE, which is currently gearing
ifEEIT_jup to launch services on its three DBS channels in
September. You may wish to ask the Home Secretary and the Trade
and Ipdustry Secretary to bring the meeting up to date on this.

L
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i You will alse wish to note that the Trade and Industry
Secretary has recently written te report that the techniecal
studies on a possible sixth channel have shown that this would
not ba a practicable option. This conclusion, which can be
::;;hncad this month along with the decisions on local services,
iz not unexpected, and it does not greatly affect the picture of
increased competition on which the White Paper was based.

b. Thea Home Affairs Committes

B. ¥You may want to make some comment on the Home Secretary's
suggestion that particular importance should now be attached to
the views of the Home Affairs Committes, which has been broadly
supportive of the White Paper policy, but has taken a line of its
own on one or two topies. In particular, the Committee has
recently produced a report on the financing of Channel 4 in which
it unreservedly suppeorts the option fof wnich the HEEEhéacratary
is seeking MISC 128's agreement. If you accepted under this item
that the Home Affairs Committee was an especially important
commentator, then that might limit the discussion of the option

for Channel 4 later in the meeting. You may therefore wish to
comment that, while the Home Affairs Committee's geperal support
- 1 t] i : i1 teht {

particular.

c. Presentation of any changes to White Paper policy
8. The Home Secratary's other two papers seem to contemplate a

piecemeal series of announcements as the Group take decisions.

Apart from the gquestion of local services, which is being dealt

with separately, there is, however, no compelling operational
——
reguirement for early announcements. (The Home Secretary argues

in the paper on ownership that the announcement of the decisions

on ownership of local sarvices will have to be held over until a

more general announcement can be made on ownership questions, and

that the separate announcement on other aspects of local services

will genarate some expectation on that score. But those with a

particular interest in the ownership of local services are not an
4
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agpecially significant part of the scene, and there seems no
reagon why they should not wait until a more general

announcement. )

10. We have had an initial word about this with Mr Ingham and,

subject to any more detalled advice that he may wish to put to

you, we would recommend that it would be far better to hold over

any furthar anncuncements yntil the whole package can be seen in
the round, which would probably mean a comprehensive announcement
in about mid-June, You may wish to remind the Group that in
their previeus round of discussions they found that all the main
issues inter-reacted on eéén utﬁz}, and that it was not possible

to take final decisions until the whole of a draft White Paper

e —

wae bafore them. The Group will probably have the same experience

oen the second stage decisions that now need to be taken.

—

HANDLING

11. You may wish to ask the HOME SECRETARY to introduce his
minute, as a general introduction to tha Group's new phasa of
work for which they are being joined by the Scottish Secretary.
You may then wish to ask the TRADE AND INDUSTRY SECRETARY and tha
CHANCELLOR OF THE EXCHEQUER if they have any general points, and
you may particularly wish to register your views on managing the

announcement of the Group's decisions, as in the previous

paragraph of this brief.

A J LANGDON
14 April 1988




Summary

1.1 This White Paper scis oot the Covernment’s proposals for brosdeasting in
the UK m the 1999

i I The Govermment places the viewer and Bstener at the ceotre of broadsst -

|'lulh.'. Because of technological, international and other developments
'.|I1IIIE'!.- is inevitable, 1t is also desirable: only through chanege will the individual
be able to exercise the much wider choice which will soon become possible, The
Crovernment's sim is 1o open the doors so that individuals can choose for
themselves from o much wider range of programmes and ty pes of broadcasting.
In this a5 in other fieids consumers will rightly nsist on safepuords which '|.'.li||
protect them and therr tamihes Erom shoddy wires and from explottition. B
the Caovernment believes that, with the right enabling framework . o mure open
and compettive broadcasting market can be attained wathoul detniment to
programme standards and quality. [ts single biggest advantage will be 1o give the
viewer and hstener o greater chowe and a greater siv. The Government 15 also
clear that there nee |I be o contradiciion belween the desire (o merease compe-
tition ind widen choice and concern that programme standards on good taste and
degeney should Bbe maintaned. Both are éssential if the quality of British broad-
casting 1510 be safeguarded wnd enhanced into the next century.

1.3 Chapter [1 sets oot the Government’s general approach. It explains more
Jullg. '.-'.h'!. radienl reform of the framework for Brogdeasn ing in the LK = both
necessary and desirable. Chapters 111 to X1 contain the Government's specific
proposals. The mun ones arte these

— Most viewers will have o major inerease in chowce with the authorisation of a
new fiith channe!, 1o be Pt ated s a natonal channel, with different COHT el
nies providing the services at dilferent times of the dav. A sieeh channed will
also be authorsed should technical stwdies show this o he fessibie,

The present ITV system will be replaced by a regionally based Chamme! 3 with
positive programming obligations but also greater freedom toomarch its pro-
grammng to mirkel conditions.

— Provision will ke made tor at least one body which is eéffectively equipped to
provide high quality newy programmes on Chanmel 3

— Cprions are canvassed for the future constitution of Chaneel 4 on the hasis
that its distingtive remit is preserved and its advertizing is sold separately from
that oo Channel 3. The Welsh Fourmy Channel! Authormy will continue to
provide the Fourth Channel in Wales,

There will be a new flexible regime for the development of multi-channel focal
r

services through both calile and microwave frarsmission (MEOE), This will

provide & further major cxicnsion of viewer chogg

- The UK™s two remaining Direcr Broadcasting by Sarellite { DBS; frequencies
will be advertised by the Indepeadent Broadastin 12 Authurity (IBA) early
next: vear. This will provide scope for [wo furrnu’ Lik [)Hh c"L*mneE'-: in
acldition 10 the three being provided by British Satellite Broadcasting (B5B ).

— Wiewers will continue to be able 1o receive other satellite services directly,
including those from the proposed medinm-powered Astra and Eutelsat 1
satellies. Steps will be taken to ensure that the programme content of all such
SEViees is supenvised.




— Al television services (including those of the British Broadcasting Corpor-
ation (BBC)) will be given freedom 1o raise finance through subscripion and
sponsorsiip (subject to proper safeguards), Allservices {(except the BBC) will
also be free to carry advertising.

— A new agency, the Independent Televivion Commission (ITC), will be estab-
Lished in place of the Independent Broadcasing Awihority (IBA) and the
Cable Authority to license and supervise all parts of & liberahsed commercal
television sector. It will operate with a lighter touch than the IBA butwill have
tough sanctions. [1s functions are set ot in the Annex o this White Paper.

—The BBC will confinue as the cornersiong of public service broadcastong. The
Government looks forward to the eventual replacement of the licence fre
which will, however, continue for some time to come.

— The night frowrs from one of the BBC's channels will be assigned to the ITC.
The BB will be allowed to retain the other set on the basis that i uses it a5
fully as possible for developing subscrniption services.

—The part plaved by indapendenr producers in programme making in the Uk
will continue to grow.

—The Government will proceed with its proposals for the deregulation and
expansion of independent radio, under the light wouch regulation of a new
Radio Aushoriry,

—All UK television and radio services will be subject to consumer pratection
obligations on such maners as taste, decency and balance

—The Brogdeasting Standards Council (BSC), established o remforee sli-
dards on taste and decency and the portraval of sex and viclence, will be
placed on a statutory ﬂrm'mg_.

—~The exemption of broadcasting from the obsceniry legislation will be

removed

— There will be a major reform of the rensmisson arrangements, gIVIng sCope
for greater private secior involvement

1.4 The likely timetable for the main addittonal television services in prospect
is summarised in Table 1

1.5 Comments onthe Government’s proposals should be made by 28 February
1982 to the Under Secretary of Siate, Broadeasting Depanment, Koom 66Y
Home Office, 50 Oueen Anne's Gate, London SW1, Therealer, the Govern-
ment intends o bring forward at the earlies! opportunity legislation to give effect
to those of the proposals in the White Paper for which legislation is needed. In
framing the legislaton the Government will have discussions with the relevant
regulntory and other bodies, and will take account of any views on its proposals,




