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Memorandum by the S e c r e t a r y of the Cabinet 


l» The Sub-Committee on Telecommunications P o l i c y of the M i n i s t e r i a l 
Committee on Economic S t r a t e g y (E(TP)) considered on 18 and 23 November 
a report on cable p o l i c y by the O f f i c i a l Group on Cable Systems. This 
made recommendations on the r e p o r t on cable systems by the Information 
Technology Advisory Panel p u b l i s h e d on 22 March, and on the report on 
the b r o a d c a s t i n g aspects of c a b l e by the i n q u i r y under Lord Hunt of 
Tanworth which was p u b l i s h e d on 12 October. 

2- E(TP) reached a number of c o n c l u s i o n s s u b j e c t to c o n s i d e r a t i o n by 

the Cabinet. The Annex c o n t a i n s a summary of these c o n c l u s i o n s and 

°f those d e c i s i o n s that remain to be taken. 


3« The Sub-Committee agreed t h a t , i n order to give p o t e n t i a l i n v e s t o r s 
a s
 e a r l y an i n d i c a t i o n as p o s s i b l e of the Government's i n t e n t i o n s , i t 

would be d e s i r a b l e f o r the main d e c i s i o n s taken to be announced i n the 

debate on cable systems i n the House of Commons on 2 December. These 

announcements might then be r e f l e c t e d and r e i n f o r c e d i n the Prime 

M i n i s t e r ' s speech at the B a r b i c a n I n f o r m a t i o n Technology Year Conference 

on 8 December. F u l l d e t a i l s would be set out i n a White Paper to be 

Published i n the e a r l y months of next year. This would take i n t o account 

the recommendations of the T e c h n i c a l Working Group on Cable standards 

e s t a b l i s h e d by the Department of I n d u s t r y . In the course of the debate 

there would be an o p p o r t u n i t y to t e s t P a r l i a m e n t a r y r e a c t i o n to the 

Proposal t h a t , i n advance of l e g i s l a t i o n to p rovide f o r a s t a t u t o r y 

cable a u t h o r i t y , an A d v i s o r y Committee might be set up as a shadow 

a u t h o r i t y . I f the r e a c t i o n was f a v o u r a b l e , a p r o p o s a l to t h i s e f f e c t 

"light be i n c l u d e d i n the White Paper f o r subsequent endorsement by 

Parliament. 


E(TP) t h e r e f o r e agree, s u b j e c t to the views of the Cabinet, that 

the Home Secretary might, i n opening the debate on 2 December, announce 

t r i 
e f o l l o w i n g broad p o l i c y d e c i s i o n s 

a. that the Government f o r the most p a r t accept the Hunt 

recommendations, i n c l u d i n g c e r t a i n safeguards f o r p u b l i c 

s e r v i c e b r o a d c a s t i n g , although some aspects w i l l need 

f u r t h e r c o n s i d e r a t i o n ; 


b. that a new s t a t u t o r y c a b l e a u t h o r i t y , other than the 

Independent B r o a d c a s t i n g A u t h o r i t y , w i l l need t o be e s t a b l i s h e d 

to award f r a n c h i s e s and e x e r c i s e o v e r s i g h t over programmes and 

other s e r v i c e s , w i t h a l i g h t r e g u l a t o r y hand; 


] 

C O N F I D E N T I A L 



C O N F I D E N T I A L 

c. that although l e g i s l a t i o n w i l l not be f e a s i b l e w i t h i n the 

current Session, a White Paper w i l l be issued i n the e a r l y part 

of next year s e t t i n g out the p r o p o s a l s f o r l e g i s l a t i o n ; 


d. that the Government w i l l welcome the views of Parliament 

on the steps which might be taken i n advance of l e g i s l a t i o n , 

i n c l u d i n g the s e t t i n g up of an A d v i s o r y Committee as a shadow 

cable a u t h o r i t y . 


5 . An o p p o r t u n i t y might a l s o be taken at an a p p r o p r i a t e stage i n the 
debate to make known some other main d e c i s i o n s n o t a b l y 

v
e.  that the choice of c a b l e network, design, etc should be l e f t 

p r i m a r i l y to the market; but ducts f o r new systems should be 

s u i t a b l e f o r eventual i n s t a l l a t i o n of " s w i t c h e d - s t a r " systems; 

and some i n c e n t i v e s (eg l o n g e r l i c e n c e p e r i o d s ) should be granted 

f o r more advanced systems; 


f. that cable systems should be allowed to o f f e r l o c a l l y a l  l 

s e r v i c e s (except v o i c e telephony) i n c o m p e t i t i o n w i t h B r i t i s h 

Telecom (BT) and Mercury; but BT and Mercury should be f r e e 

to compete f o r the r o l e s of s u b - c o n t r a c t o r , cable p r o v i d e r or, 

i n a s s o c i a t i o n w i t h o t h e r s , c a b l e o p e r a t o r . 


ROBERT ARMSTRONG 


Cabinet O f f i c e 

2 9 November 1982 
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ANNEX 


-ISSUES PROVISIONALLY DECIDED BY E(TP) SUBJECT TO CONSIDERATION 

il j H E C A B I N E T 


ISSUE DECISION 	 COMMENT 

1. 

leave technology choice to Technology developing 

l l 
gn	 and type market, subject to r a p i d l y . No i n d u s t r i a l 


o f
 cable system) 	 consensus. Therefore 

-	 connexion/performance best to leave basic 


standards; choice to market, with 

some incentives for more 


for "switched s t a r ' advanced systems. 

systems; 

longer licence periods 

for switched-star 

systems. 


-	 ducts to be suitable 


0 

•^^gomrounicflt--	 (a) Allow cable systems to More l i k e l y t o - a t t r a c t 

- ^ . P o l i c y 	 o f f e r switched 2-way private investment than i f 

services (except voice association with BT/ 
telephony) l o c a l l y i n Mercury compulsory. 
competition with BT; 

(b) allow BT and Mercury to W i l l enable BT/Mercury to 

compete as sub-contractor, benefit cable through 

cable provider or ( i n e x i s t i n g experience, 

association with others) investment etc without 

cable operator. giving them mandatory or 


monopoly r o l e . 


Set up new national Independent body necessary 

statutory authority to distance Government 

(separate from IBA) respon from decisions on franch

s i b l e for awarding i s i n g , programme content 

franchises and subsequent etc. But minimum 

oversight - l a t t e r to be as regulation desirable i f 

l i g h t handed as possible. cable development to be 


encouraged. 


(a) No mandatory separation As recommended by Hunt. 

of cable operation and P o s s i b i l i t y of u n i f i e d 

provision functions; ownership w i l l allow cable 


provider (who incurs bulk 

(b) allow foreign companies of expenditure) to control 

to p a r t i c i p a t e i n ownership source of revenue. Owner

of cable systems but debar ship r e s t r i c t i o n s designed 

them from majority share to prevent foreign control 

holding; and reduce r i s k of 


p o l i t i c a l / i d e o l o g i c a l 

(c) debar c e n t r a l / l o c a l b i a s . 
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S u b s c r i p t i o n , 
A d v e r t i s i n g and 
S p o n s o r s h i p 

R e g u l a t i o n  o f 
Programme c o n t e n t 
( t a s t e , d e c e n c y , 
i m p a r t i a l i t y e t c ) 

D i s t r i b u t i o n  o f 
BBC & I T V 
programmes 
( " m u s t - c a r r y " 
r u l e ) 

E x c l u s i v e R i g h t s 
f o r m a j o r 
n a t i o n a l e v e n t s 

P a v - p e r - V i e w 
( s p e c i a l c h a r g e s 
f o r i n d i v i d u a l 
p rog rammes ) 

g o v e r n m e n t and p o l i t i c a l / 
r e l i g i o u s b o d i e s f r o m d i r e c t 
s t a k e  i n o w n e r s h i p . 

P e r m i t s u b j e c t  t o 
f u r t h e r c o n s i d e r a t i o n o f : 

- how  t o a p p l y I B A 
a d v e r t i s i n g r u l e s ; 

- w h e t h e r t h e r e s h o u l d be 
any l i m i t  on amount  o f 
a d v e r t i s i n g . 

( a ) S y s t e m s  as w h o l e  t o be 
f r e e  o f p o l i t i c a l b i a s and 
o b j e c t i v e  i n news r e p o r t i n g . 
B u t  no need f o r i m p a r t i a l i t y 
i n comment; 

( b ) R e l i g i o u s and p o l i t i c a l 
b o d i e s must n o t p r o v i d e 
w h o l e c h a n n e l s ; 

( c ) S y s t e m s  t o o b s e r v e same 
t a s t e and d e c e n c y r u l e s  as 
B B C / I T V ;  t o be s u b j e c t  t o 
s a n c t i o n s p r o p o s e d  by H u n t , 
i n c l u d i n g more i n t e n s e 
s u p e r v i s i o n ; and  t o be 
b r o u g h t w i t h i n c r i m i n a l l a w 
on o b s c e n i t y , r a c i a l h a t r e d 
e t c . 

A c c e p t Hun t r e c o m m e n d a t i o n 
t h a t c a b l e s y s t e m s mus t 
d i s t r i b u t e BBC & I T V 
programmes ( o t h e r t h a n DBS 
s u b s c r i p t i o n s e r v i c e s ) . 

A g r e e w i t h Hunt t h a t t h e r e 
s h o u l d  be no e x c l u s i v e 
r i g h t s f o r s u c h e v e n t s . 

L e a v e p o s s i b i l i t y o p e n - eg 
f o r s p e c i a l e v e n t s , 
e x h i b i t i o n p e r f o r m a n c e s e t c 
n o t l i k e l y  t o be a v a i l a b l e 
t o n a t i o n a l n e t w o r k s . 

Advertising will be 
important source of 
marginal income. But 
without some form of Pre" 
ve t t i n g compliance with 
the IBA rules could not °e 

assumed. 


Minimum safeguards 
recommended by Hunt to 
preserve balance between 
maintaining acceptable 
public standards and 
encouraging diversity  o i 

Programme material

s tfi11 


M o s t c a b l e *l"«Lf«1* 
w i s h  t o p r o v i d e • ; j e 0 t 

B u t f o r m a l r e q u i 
c 0 sw i l  l g u a r a n t e e \ ^ e t 

a t i o n  o f n a t i o n ^ j 
t o p e r s o n s 
I m p o r t a n t p o U  d 
B B C / I T V . 

W i lW i l ll s a f e g u a rs a f e g u a r od 
c o) v i e w e rv i e w e r ss  t o . 1 f l b i e ..o f  l e  

w i l l n o t be aya 
R e g a r d e d M f g c / I * 
c o n c e s s i o n oy 

Hunt recommends j * ftJJ<

p a y - p e r - v i e w - £  t t * 
a t t a c h i m p o r t a n ^  l t 

r e c o m m e n d a t i o n - ^ 

be  i f f l P o r "c o u l d at r  

o f a t t r a c t i n g * 
s u b s c r i b e r i »  c 0  B 
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£ a l a u t h o r i t i e s L o c a l a u t h o r i t i e s n o t t o M u s t e n s u r e t h a t l o c a l 
i s s u e f r a n c h i s e s ; and a u t h o r i t i e s c a n n o t impede 
G e n e r a l D e v e l o p m e n t O r d e r c a b l e d e v e l o p m e n t by u s e 
t o be amended ( w i t h o f e x i s t i n g p l a n n i n g e t c 
e n v i r o n m e n t a l s a f e g u a r d s ) t o p o w e r s . 
p r e v e n t l o c a l a u t h o r i t i e s 
b l o c k i n g c a b l e d e v e l o p m e n t . 

\ 
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B . ISSUES S T I L L TO BE DECIDED 

I S S U E 

1. 
Arraiiflempnts for, 
award inp; franchises 
i l o operai-nra) and 
-licences (to providers). 

2 . 
R a t i o  n of franchise 
•££riods_ ( f o r cable 
° P e r a t o r s ) 

3. 

4. 
•^Utionship of c a b l e 
-Q£!loritv to other 
• ^ S U - I a t o r v b o d i e s 

r a d i o ^ f f ^ P W P r e s s 
— ^ L C Q m p a n i o c 

COMMENT 

I s s u e i s w h e t h e r c a b l e a u t h o r i t y s h o u l d have 
s o l e r e s p o n s i b i l i t y f o r a w a r d i n g f r a n c h i s e s t o 
o p e r a t o r s a n d , i n t h e name o f t h e S e c r e t a r y o f 
S t a t e [ f o r I n d u s t r y ] , l i c e n c e s t o p r o v i d e r s . 
T h i s w o u l d s i m p l i f y p r o c e d u r e s f o r t he 
a p p l i c a n t and p r o v i d e b e t t e r means o f 
a d j u d i c a t i n g c o m p e t i n g a p p l i c a t i o n s . 

Hunt recommends 10 y e a r s i n i t i a l l y and 8 y e a r s 
s u b s e q u e n t l y . B u t 12 y e a r s i n i t i a l l  y ( a n d 
8 y e a r s s u b s e q u e n t l y ) w o u l d b e t t e r f i t 
r e c o m m e n d a t i o n o n l i c e n c e s a t 3 b e l o w . 

Hunt makes no p r o p o s a l . O f f i c i a l G r o u p 
recommend 20 y e a r s f o r s w i t c h e d s y s t e m s and 12 
y e a r s f o r t r e e and b r a n c h s y s t e m s . T h i s w o u l d 
p r o v i d e r e a s o n a b l e p e r i o d f o r l a t t e r and 
p o s i t i v e i n c e n t i v e f o r f o r m e r . 

O t h e r b o d i e s ( e g O F T , O F T E L ) w i l l have l o c u s i n 
some a s p e c t s o f c a b l e r e g u l a t i o n . F u r t h e r 
c o n s i d e r a t i o n w i l  l n eed t o be g i v e n t o t h e 
p r e c i s e d i v i s i o n o f r e s p o n s i b i l i t i e s . 

Hunt recommends t h a t some i n i t i a t i v e on b i d d i n g 
f o r f r a n c h i s e s f o r p a r t i c u l a r a r e a s s h o u l d be 
t a k e n by a p p l i c a n t s . B u t t h e r e may be c a s e 
f o r r e q u i r i n g c a b l e a u t h o r i t y t o d raw up and 
p u b l i s h a b r o a d i n d i c a t i v e map f o r f r a n c h i s e 
a r e a as i n i t i a  l g u i d e t o p r o s p e c t i v e i n v e s t o r s . 

Hunt recommends t h a t , i n o r d e r t o a v o i d 
u n d e s i r a b l e m o n o p o l y p o w e r , no i n d i v i d u a l 
company s h o u l d have c o n t r o l l i n g i n t e r e s t . B u t , 
i f t h i s p r i n c i p l e i s a c c e p t e d , t h e r e i s a c a s e 
f o r d e b a r r i n g c o n t r o l by m e d i a c o n s o r t i a as 
w e l l a s i n d i v i d u a l c o m p a n i e s , and c o n f i n i n g 
r e s t r i c t i o n t o a r e a s where c o m p a n i e s o p e r a t e . 

Hunt recommends a g a i n s t r e q u i r e m e n t f o r a " f u l l 
r a n g e and b a l a n c e " o f programmes e i t h e r w i t h i n 
a c h a n n e l o r a c r o s s a s y s t e m as a w h o l e , 
a l t h o u g h c a b l e a u t h o r i t y s h o u l d t a k e r a n g e o f 
programmes i n t o a c c o u n t i n a w a r d i n g f r a n c h i s e s . 
I s t h i s a c c e p t a b l e ? To impose s u c h a r e q u i r e 
ment w o u l d make programmes l e s s p r o f i t a b l e and 
r e d u c e t h e c h a n c e o f d e v e l o p m e n t o f new s y s t e m s 
f i n a n c e d by e n t e r t a i n m e n t p r o g r a m m e s . 

Hun t recommends t h a t o r d i n a r y b r o a d c a s t i n g 
t a s t e and d e c e n c y s t a n d a r d s s h o u l d a p p l y t o 
c a b l e , e x c e p t i n r e l a t i o n t o s u b s c r i p t i o n 
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w h i c  n on
c h a n n e l s c a p a b l e o f p a r e n t a l l o c k i n g . ±A be cou J 
a d u l t m a t e r i a l now shown l a t e a t n i g h t 

ron

I d cou shown a t any t i m e ; and c a b l e o p e r a t o r s ^ d 

show any X f i l m s , some o f w h i c h BBC ana 
n o t	 a t p r e s e n t c h o o s e t o s h o w . 

I s s u e s f o r d e c i s i o n a r e 

-	 s h o u l d X f i l m s be shown a t a l l ? 

be 
-	 s h o u l d t h e p r e s e n t t i m e r e s t r i c t i o n 

w a i v e d f o r l o c k a b l e c a b l e c h a n n e l 
e n 

s h o u l d c a b l e c h a n n e l s be p e r m i t t e d , 
w i t h l o c k s , t o r e l a y f i l m s w h i c h would 
n o t meet p r e s e n t t a s t e and decency 
r e q u i r e m e n t s a p p l y i n g t o b r o a d c a s t i n g -

H u n t recommends no l i m i t a t i o n . T h i s w i l l 

e V  

9.	 Use o f F o r e i g n ( n o n - E C ) r e d u c e c o s t s and may h e l p t o b r e a k r e s t r i c t ^ 
programme m a t e r i a l u n i o n p r a c t i c e s , i  t w o u l d l e a d t o s t r o n g 

p r e s s u r e f o r s i m i l a r r e l a x a t i o n f o r BBC/l^> 
r e q u i r i n g c o n t r o v e r s i a l l e g i s l a t i o n and 
a l l e g a t i o n s t h a t B r i t i s h s c r e e n s were 
d o m i n a t e d b y US m a t e r i a l . 

be 
mended» 
r e c 0  t1 0 .	 L o c a l I n t e r e s t s S h o u l d l o c a l i n t e r e s t s , a s Hunt ^  g i g  l l  

o v e r  

c o n s u l t e d i n s e l e c t i o n and subsequen 
o f c a b l e o p e r a t o r s ? 

c o v e r any 
r e1 1 .	 E x c e s s P r o f i t s S h o u l d e a r l y p o w e r s be t a k e n t o  of l i n e S

e x c e s s m o n o p o l y p r o f i t s ( e g on the  . n t   for 
I T V l e v y ) ?l e v y )  T h i s w o u l d add t o u n c e r t 
p o t e n t i a l i n v e s t o r s . 

seem 
1 2 .	 L e g i s l a t i o n / l n t e r i m L e g i s l a t i o n i n c u r r e n t S e s s i o n does ° °  " t he 

A r r a n g e m e n t s f e a s i b l e . S h o u l d a s t a r t be made befo ^ .  ̂ het

l e g i s l a t i o n , u n d e r e x i s t i n g powers an 
h e l p o f a n A d v i s o r y C o m m i t t e e , o n : 

( a ) p e r m i t t i n g e x t e n s i o n o f s e r v i c e 8 

e x i s t i n g s y s t e m s ; 

o r ( b ) i n a d d i t i o n , a w a r d i n g some f r a n c h i 

t o new s y s t e m s ? 
ib *• reSPotlS"~ 

B o t h o p t i o n s w o u l d p l a c e d i r e c t g t 3 ^ t 0  

f o r	 d e c i s i o n s on f r a n c h i s e a r e a s , e f l P c 

p r e  

s t a n d a r d s e t c o n M i n i s t e r s and cou 
P a r l i a m e n t a r y d i s c u s s i o n on t hem. 
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