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The naxt meating of MISC 128 is due to discuss a paper on the
privatisation of the television and radio transmissiocon
gystams., The mailntenance and operation of the systems
accounts for the greatbt majority of the staff in the
anginzering departments of bobh the BBC apd the IBA. Whatever
final decisions are made about the transmission systems, it
seems clear that the BBC will retain its other engineering
?at};ééieg, including R&D at least until its Charter expires
in 1L =

Recigions do have to be made, howevar, about the Euture of
the IBA's sngineering and R&D.

The attached paper examlnes the problem and details various
options. It is based on discussions our officials have had in
MISC 129. The paper concludes that the ITC should be allowed
a-amall core of engineering staff, of perhaps up to ten
professionals, no larger than ls needed to allow the ITC ko
meet 1ts statutory duties. 1 recommend that the ITC should
have no "in house"™ R&D, within certain strict limits. The
paper concludes that the IBA's Experiment and Development
(E&D) Department, responsible for the IBA's current R&D,
3hould be privatised as soon as legislation allows. On
balance, T also judge that there is not a strong enough case
for giving the independent E&D Department any short tarm
guarantees of work or incoms, as suggested by the IBA. Such
guarantees can often run longer than originally intended and
only put off the day on which the organisation must Fend For
LEeelf in the commercial world.
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can be glearsad in
if nacassary we can of coursa
meating of the Committes, scheduled for

In view of Ehe uncartainty that our preposals on transmiasion
hava stimulated among the staff of the IBA's Enginsering
Daparktmant, and to allow the managemant the greatest time in
waich to prepara for privatisation, I would strongly favour an
aarly annoancemant of our decisions abhout enginesring and R&D.
IE posgible, 1T think it should be made at Eha sams Eims as
that on transmission. T would be grateful thersfore for your
conmants and those of colleagues bafore we meat on Wedneaday
21l June.

I am copying this letter to the Prime Minister, other MISC 128
colleagues and 3ir Robin Buatler.
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CONFIDENTIAL
INDEPENDENT BROADCASTING ENGINEERING AND E&D
The paper axanines the future of tha following functione, at
present all dndertaXen by the [RA:
al engineering {except transmission):
I.I 1

3} regearch and developnent; and

&) representation on interraticnal standardes committeess.

ﬂackgrﬂunq

Z The IBA's present responsibilities for planning and
operating the tranamigsion system have lad them to have a ma Jar
engineering division of some 500 people. The great majority of
these are involved in running the transmission system and can be
expectad to move to the privatised transmission company that
will take owver the IBA's present func=ions in this arsa. In
addition, the IBA's Txpariment and Development | E&D] Department,
responsible for applied RED in support of the transmission
gystem, nas a further B8O staff. Additional resources are
devoted to network and Erequency planning. The BBC alsc has a
team of engineers responsible for its transmission system, a
Regearch Department of about 230 staff and a much snaller Nesign
and Equipment Department responsible for shorter tarn

aevalopneant.

] Jnder the White Paper proposals; the ITC would lose the
IBA'8 responsibility for orerating the transmission aystem and,
consistent with the ITC's role as a "light towuch” licensing
oody, the Government's aim shisuld be to redics the ITo's
engineering and technoleogy s=taff and activities to the minimum

consistent with its funections. The following functions proposed
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to supervise the transmission arrangements for
independent sarvices, in order to ensure conformity
with i1nternational obligations and the gobservance of
Lechnical specifications designed to lLimit

interferancess and

Lo datarmine...the nature and patkern of [ranchises
Ear local television progranme services whether

I
deliverad by cable, MVDE or both.

Thare could aleo be limited Eechnical "'l:_r||_:|,_r';|;-e[j_:|_-:_.: rnowladgsa
needed in determining the geogranhical structure of Channsl 3,
the use of the night hours and the advertisement of any futurae

MBS licences.
Engjneerifg

4 It seems likely that, whatever the final decisions over tha
exact form of the ITC, it will have responsibilities related to
the transmisslion of programmes and the organisation of the LNO

map which will reguire up aba Rnowledge af spectrum

d
management and technigues of service planning. As technologies

develop (eg HOTV, EDTYV, greater use of sidebands) the ITC will
also need access to independant technical advice to support its

planning decisions.

] One option would be to dany the ITC any access to in-housa
technical advice. They would have to buy in such advice either
orn A case-by-cage Dasls or pozx:ibly with an on-going contract
with some private sactor organisation. It seems unlikely,
howaver, Ethat such an extreme position would prove cost
affactive. However much of the technical advice came from
outside, the ITC would need some senior staff who ware familiar

with tha technical side of broadcasting, if only to know what




O ask and o whom and to interpret the anawers.

response to the White Paper, thae 184 have recommendad
ITC ghould have a small cora of engineering staff and
to commizsion or second-in gpacirun management and
£11ls from putside (parhaps from a saparate independent
broadcasting enginearing unit). The IBA maintain this would 1
consistent with the idea of the ITC as a light touch body and
would also ensure that those rasponsible for engineering advice
worked in a dynamic engineering anvirsnment rather than run the

-

risk of losing touch with developments in a regulatory body.

2 Tha IBA propoge a gtructure Eor the ITC [Annex A) wit
hranchas responsible for frequency planning; transmission and
telecoms; and standards, technology and R&D. It is not clear,
however, that even this much structure will be reguired.

e

Frequency planning will be needed in planning the MVDS map

m 3
toa lessar axbtent, in the mapa £6r Channels 3 and 5 and DBES

where much work has already been dona, The workload will he
variable and this strengthens the case for such expertise to
bought 1in, as auggested by the TBA, S an Approach would

be conalstent with the Price Waterhouse report. The case for

involvement in transmission and telecommunications will depend

on the regulatory regime for transmission and the role played in

it by OFTEL, but it {s unlikely that the ITC will need much
expertise in transmission beyond that related to interferencs
and i1nterpational abligaticns and even thoze duties would be
exercizsed in collaboration with Radiccommunlcations Pivision of

OTI where appropriate. The case for a technology and R&D branch

e

depends on any future RED responsibility of the C which is
consldered separately below. The percelved role of the
Technical Tacilitiea Unit ia unclear although, if it is simply
an office support unit to assist the ITC to view programmes,

then it sesms reascnable.

| In cgonclusgion, there is a case for a minimoum level of

enginearing knowledge withipn the ITC but it 1s doubtful whether
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LE neads aven to be as large asg anvigaged by

particular, thara m nl: rery limited

and telecommunications.

the precise axtent of Lhe ; responsibilities

initial budget. . : could use the budget process as
a maans of setting a precise limit to the size of tha
enginearing department. We would recommend, howevar, Ehat
proviced it 4id not include more than about ten engineers then
1ts exact s1ze and form should ba left to tha ITC to decide in
the light of their eventual responsibilities undar the new

iegislation and their own priorities.

Research and Development

9 The IBA argue that the TTC will need the ability to
commission long term R&D work in order to have the necessary

xpertise to respond quickly and authoratively to sroposals from

B
licensees and othars relating ko innovations in transmlssion

technolagy. Long term R&D would alsc help the ITC lead in

chosen areas of national and international standards making, as

the voice of independent broadcasting. The IRA draws narallels

with OFTEL's responsibility for promoting research into the

development and use of new techniques and argues that the ITC
shoulad have a similar responsibility, which it should dlscharge

by managing and funding a long term R&D programme.

Lld The IBA recognise, however, that there is little case for
having the R&D facility "in house" and propocse that the present
I8A E&D Departmeant; along with the small R&D departmnents in
Thames, Granada and Scottish, should be brought together as an
independent body and privatised. This "unit" would earn its
inceme from customers such as the ITC, ITC franchiseas and tha
transmission companies., The 18A warn, haowever, that the short
term viability of such a body in the uncertain times around
198173 1ls guestionable and are seeking some guaranteed work and
4 temporary "home" for the unit prior to full privatization in

the mid-=-1990s.
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prasents us With Ewo maln polisy questions:

what should the ITC's role ba ir bBtoadcast

anrd

13 the preservation of the R&D expertise currantly
Within the IBA important enscugh %o Justlfy special
arrangements being made in the short term ko help

Iresarve 1B AS a unik?

12 In planning how to license new ssrvices and how to
incorporata technological advances into exiszsting services,

[TC will need to have access to impartial RE&ED, A general
ability to commigsion R&D may, however, run the risk of all

the ITC to devote significant resources to this area. This
would be inconsistent with the idea of a Light touch licensing
body. The DTI therefore recommends that the level of R&D shauld
be controlled by regtri ng its scope to Seing of direct

relavanca to the ITS! ntut Autiasg,

It would be possible to go further than this and set
spacific criteria against which any work could be serutinised
either in the PES round, if the ITC is to be controlled in this
way, or through formal Government approval of an R&D programme .

t is guestionable, however, as to whether Covernment should ba
0 clesely involved or that such scrutiny would be worthwhile if
the R&D has in any event to be of direct relevance to the [TC's
statutory dutiss. The main determinant of the level of RaD

commiggioned will the size of the ITC's budget which will be

B
etermined by the Government, esither through the PES system or

by means of an annual report.

14 Whatever arrangements are finally agresd, there should he a
move from RED funded by the IBA/ITC to ReR funded by industry
direct. The ITC should be encouraged to look to private sector

furnding for any R&D work as far as ls cansistent with obtaining
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. impartial advice to support

could incteasingly invalve i

should help maximize the rel:

The redustion in IBA/ITC RSD and thea _ in
broadcasting over the next few years will produce a new climate
tm whieh :UhpﬂniEH Wwlll need etimes ko accustaom themselves, T
help a private seckor RE&D pregence to emerge in this new ragine,

tha ITC should also be given the general duty to promote and

ancourage those active in the industty to do R&D.

13 Turning to gquestion 11(%H), the TBA's E&D Dapartment has
played an importént role in developing (mainly tranemission)
technology to the benefit of UK broadcasters and their customers
and has on cccasion had such developments accepted across the
worlad. The Department's achievements have included early work
on teletext, the first digital converter of US TV signals to UK
standards and the development of the MAC transmissicn standard.
The MAC standard has now been adopted as the European atandard
and 1s compulsory for all high powered satellite broadcasting in
Europe although its place in the UK markeat remains uncertain
given tha further delays tgo the 858 launch and the position of
lts competitor Sky which uges a PAL standard. The work at the
IBA has  tended to complement that done by the BBRE and the
rivalry between the two organisations has acted as a stimulus to

both.

16 There is an argumant that such R&D facilities ara a scarce
national rescurce and that positive sfforts should ha mpade to
preserve them. In the case of broadcasting there may in any
event De a market falilure when the [BA is wound up and the major
indepandent TV franchises are reallocated. The market for
broadcasting R&D is restricted hy the issuing of IBASITC
licences and, immediately post-1293, new entrants may take some
time to assimiiate tha kKnowledge and experience from running a
husiness necessary to make longer term decisions on RED. In the
interim they may ignore R&D in favour of shorter term goals.

This could also be true of the new transmission company/companies.
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. L/ There are various ways in which any short karm problsm could
be ovarcome. Thus, to take the example of markat failurs
pogt-1293, the licences of the transmission companiss, and
pernaps also certaln ITC licengsean such ag for Channels 1 snd D,
cauld containm an obligation to upderkake BED inka mew
broadcasting technigques or one of the transmission companies
could be obliged to buy the F&D Department as well. Price
Waternouse suggested that a separate authority or trade
association, funded by Government or by an industry levy, should
ne established to undartake R&D. Other obligations might also
ba considerad. 3ut it is not clear that there iz a sufficiently
strong case, in tarms of sither the value of the BELD Department
As a naticonal regourcae ar tha possible market faflure, ko
Jjustify the impeaition aof any rigid sbligations. Monetheless, a
general obligation on the transmission companies to undertake
R&D} but whiech left the leval ko sach company to determine could
ba envisaged. This parallels a provision in the cellular radic
licences which has helped stimulate the right climate Eor

commercial RED.

14 TI the Dapartment is worth preserving them it shonld be

to pay its own way by selling its services to potential
cugtomers wWhether they be the 1TS, ITC licensees, the
tranamission companies or any other company or organisation that
1s prepared to pay for the services, Rather than protecting the
Nepartment from the market Ly guaranteeing it a home, even if
enly into the mid 19908 as suggested by the TBA;, or & warkload,
they should be permitted and encouraged as socon as possible to
compete for contracts in the market. A guaranteed “"home” or
workload always runs the risk of continuing for longer than
ariginally planned and a continuing responaibility for the
Cepartment would be contrary to the ITC's role as a licensing

body.

139 We therefore recommend that the ITC should not retain any

n-house R&D capability. #s far as present lagislation allows,

i
the IBA should work towards privatisation without delay. They
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snould be ancouraged to maximise the level nf commissions thay
recelive from outside, consistent with their current
responsibilities, and generally compete in the market place as
much as possible. In practice, however, the prasent vires of
the TBA are unlikely to allow a privatisation before the IBA is
dissolved and we recommand that nowars be included im the "ill

to spable the assets of the Z&D Department to he vested

tenporarli iy the Secretary of State for the ilome Dapartnent

in
with a view to thelr being sold as quickly az posaible, This

would not be a temporary home in the manner proposed by tha IBA
but rather a necessary administrative arrangement to enable the
Z&D Dapartment to De sold off or, failing that, wound up. I

-

10y ilnteresi ware axpressed 1n some form of management buyout

then this should be encouraged. But i1f this and other options,
notably a trade sale, fail then the Ei&D Department should be
disbanded. There should be no temporary home into the mid-1990s

and no guaranteed furure workload.

Representation at international standards committees, atc,

20 The 187 currently represents tha UK's independent
broadcasting sector in many national and international technical
standards committees. The RBC tend also to he represented.

Who, Lf anyonae, should take owver tha IBA's rola? The I0OA's
contribution 1s valued by the DTI who sese it playing a
complamentary role to that of the BBC. We do not copsider

the B3C could represent the interests of independent
broadcasting as well as a separate rapragantative and would
support a continuing role either for the ITC or anckher
representative body (perhape thes R&D "unit" proposed elsewheras

by the IBA).

21l This is, however, a comparatively small part of the IBA's
functions and should not be allowed t5 "wag the dag” of our
overall policy towards engineering matters. The core of ITC
angineers could continue in this role foar the more |

related committees so far as their exposure to the latest




. technological developments allowed then.

detallead technical

independent R&D unire,

agreed representative direct from the industryv., The exact
arrangements would have to await the outcome for engineering and

RE&ED.,

Summari

22 Tha paper recommends that:

the ITC should be allowed to retaln a

anginesring staff he final number
arganisation being left to Ehe ITC in the

precise asitent of its statutory responsibitities,
budget and pricrities but unlikely to irnclude nore

than ten engineers (para 8);

the ITC should have no "in house” R&D facility

[paras 10, 19);:

the ITC should be given the power to commission R&D
provided it i3 directly relevant to its own
responsibilities, on a joint funding basis with

industry where possible (paras 12,
the level of R&D commissioned by the ITC should bhe
subject to Government scrutiny of the budget, eithar

through PES or otherwise (para 11);

the ITC should be given the duty to promote RET inteo

new broadcasting technigques by industry (para 14);

the IBA should encourage the EED Department to

become more market orientated with a view to =
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Eelng privatiged as soon as poassible.

be achieved then ths Department should

|paras 18, 19)-

Efe assets of the IBA's E&D Deparbment shou
vested temporarily in the Home Sacratary on

disealution of the I8A Wwith a viaw Eo Eheir

immediately thereafter or, failing a

ipara L5}z

no particular arrangements should
stage for independent broadcastin epresentation on
standarcds and ather committeas but a ghould B

allowed to undertake this rola as

appropriate (para 21).

Fepartmenkt of Trade and Tndustry
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Director of Systems & Technology

Deputy Director

Head, Head, Head,
Freguency Planning Transmission Standards

& Co=ordination & Telecommunications £ Technology

Seconded Freguency Support to Technical Facilities
Planning Team Long Range R&D Unit
& Measurement Staff

Fupnction: Flanning ITV Function: Award of Function: Technical Function: Support to
and CS map MVDS, and DBS transmission service standards matters, internal ITC
frequency coordination; contracts and monitoring promotion of R&D and activities - meetings,
monitoring coverage, of pertormance; liaison administration of long- videcotape recordings,
linison with DTI, CAA, with OFTEL. range RED budget; etc.
etc, representation of ITC

on EBU, CCIR, BSI and

DTI committees,




