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TV VIEWERS' CHOICE: A TALE OF
THREE CITIES

KeithAcheson and ChristopherMaule*

A comparison ofoptions currently available to television viewers in three cities in Aus­
tralia. Canada and the U.K. identifies mare extensive choice in the last two countries.
Geographic location. the availability of overflow signals, attitudes to public and pri­
vate broadcasting and the rate ofadoption ofnew delivery systems such as cable and
satellite are used to explain the regulatory decisions that have lead to the existing dif­
ferences. Technology is expanding the range of choice and will likely leave viewers
with similar options in all three markets in the near future . The article examines the use
made ofauctions to allocate pay television and other licences and compares it to alter­
native allocative mechanisms. Our discussion provides a snapshot ofa rapidly chang­
ing landscape.
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INTRODUCTION
From book stores and libraries, readers have a virtually unlimited choice of ma­

terial to purchase or borrow. Limited government control is placed on the availabil­
ity of domestic or foreign reading material other than through tariffs and the en­
forcement of copyright laws. Viewers have more constrained choices. Governments
regulate broadcasting with restrictions placed on the ownership of firms and the
content of material transmitted. Ingeneral, broadcasters are licensed to use part of
the radio spectrum with conditions, such as local content rules, applying to the type
of signals that may be carried. Cablecasters are also regulated as to entry and con­
tent. All this will change as technology expands capacity and permits viewers greater
freedom of choice. No restrictions are placed on video stores, which operate more
or less like libraries bookstores and music stores, and satellite delivery of signals
makes it difficult for governments to exert control over transmissions from abroad .
New multimedia forms of delivering audiovisual signals on disks played through
computers will further increase the options for viewers and undermine the existing
regulatory process. I

Countries have reacted to these changes in different ways. In this article, we set
out the options available to viewers in three cities, Canberra, Ottawa and London
(U.K.), and explore reasons for the differences observed . Our broader interest is to
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understand the way in which regulatory regimes have evolved for broadcasting
and to flag emerging issues.

The three cities are situated in major English-language markets where broadcast­
ing has grown with a mixed public and commercial system, and a regulatory frame­
work that has been shaped by particular circumstances. These markets are in con­
trast to the development in the United States of an almost purely commercial broad­
casting system. Reasons for the differences between the three markets are exam­
ined in terms of two sets of factors. Each country is first characterized by its size,
geographical location and the associated extent of actual or potential approach to
regulation that has developed, part active and part reactive to changing technology
and political pressures.

TELEVISION SIGNAL AVAILABILITY
In contrasting choice, home-viewing broadcast, cablecast and satellite options

are compared for the three cities ignoring for the moment the availability of mate­
rial from videostores. As new services are in the pipeline, we note what is available
today (June 1994) and what will likely become available within the next 24 months.

A Canberra viewer can choose from three commercial and two government
signals. Australian content rules apply to the commercial stations, while the gov­
ernment channels (The Australian Broadcasting Corporation - ABC, and The Spe­
cial Broadcasting System - SBS) are required by legislation to deliver certain
types of programming. The ABC is encouraged but not mandated to comply with
the content rules for commercial broadcasters, and is expected to promote the use
of Australian creative talent. Funding is provided by advertising revenue for the
three commercial channels and by tax revenues for the other two.?

In the next few months, Pay TV licensees will probably offer Canberra viewers
ten channels, four each by two private operators and two by the ABC. Details of the
programming are unknown at this time, but the private operators will likely supply
drama, movies, news, sports and childrens programs. The ABC will probably offer
news, current affairs and quality childrens programs on its two channels.

Homeviewers in London have the option of receiving television signals by rooftop
antennae, by cable or by direct-to-home satellite. Viewer choice has expanded con­
siderably since August 1993 when new satellite signals became available. The four
terrestrial signals are government-controlled BBCl and BBC2, paid for by a li­
cence fee of about £100 a year, and two commercial channels, lTV Channel 3 and
Channel 4. Relatively few households have access to cable in London or through ­
out the UK. Those with cable receive existing terrestrial and satellite services which
must include BBC 1, BBC2 and Channel 4. Cost for the basic cable package is £ 10­
12 per month .

Twenty satellite signals are available on terms ranging from free to £12 a month,
with each available from four to twenty-four hours per day. Options include news ,
entertainment, sport, films, cartoons, soft porn, Asian mix, Japanese mix, lifestyle,
family, shopping, documentary, children's. Some 20 German and other European
language channels can also be accessed from satellites.'
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In Ottawa, four channels can be received with a set top antenna, but most view­
ers receive these and other distant signals by cable. Viewers have the option of
receiving or paying for different packages or tiers of signals. In one section of the
city, the basic tier consists of 26 channels at C$14.78 per month. It includes local
terrestrial Canadian channels , five American channels - ABC, CBS, NBC, Fox
and PBS - four Canadian specialty channels (Muchmusic, CBC Newsworld , YTV,
TV5), TV Ontario and a community channel. The extended basic tier consists of an
additional six channels at C$19.77 per month including Arts and Entertainment,
Nashville, CNN, and The Sports Network. Pay services can be purchased in addi­
tion ranging from C$1.95 to C$18.95 per month giving the viewer different pack­
ages including movies, the Family Channel (showing Disney product) and U.S.
superstations. Finally, four channels are set aside for pay-per-view movies at C$3.95
each and special events (sports, concerts, entertainment specials) which are indi­
vidually priced.

On June 6th, 1994, the CRTC announced the licensing of ten new specialty chan­
nels scheduled to begin operation on January Ist , 1995 at an estimated cost to
subscribers of C$I .61 per month in Quebec and C$3.00 per month outside of Que­
bec. The services in English cover the performing arts, country music, nature and
the environment, women 's programs, independently produced movies, drama and
comedy, lifestyle documentaries and movies. In French, there will be an entertain­
ment service and a 24-hour news service.' A further set of applications will be
reviewed by the CRTC after June 30th, 1995 and any approved new specialty serv­
ices scheduled for operation from January 1st, 1997.

Signals will soon be available from satellites launched by Hughes Communica­
tions and the United States Satellite Broadcasting Company (USSB). About 140­
180 channels of television programming will eventually be available to Canadians
owning an easily-installable 18 inch satellite dish. The programming service will
require a hardware package that starts at US$700 and provides for add-on features
at an additional cost. The basic package consists of a decoder, dish, remote control
and cables . The decoder will have a parental lockout feature and the ability to set a
maximum dollar amount for pay services .

Programming services will be provided by Hughes-owned DirecTv which will
deliver about 160 channels, and by USSB offering 25 channels . For DirecTv there
will be approximately,

50 Channels of major cable services

30 Channels of sport
30 Channels of special interest/niche programming

50 Channels of Pay Per View movies
Services (see Exhibit 1.) will be offered by DirecTv in packages ranging from

US$22 upwards . Other services will be available on a pay-per-view (PPV) basis.
About 25 to 30 different movies will be shown each day starting at 30 minute
intervals and costing one to four dollars per movie. DirecTv states that it has technol­
ogy to control whether a movie is being recorded . The firm has contracts for films
and programs with Paramount Pictures , Universal Pictures, Sony Pictures Enter-
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tainment, Columbia Tristar and Turner Broadcasting (including access to classic
MGM movies).'

EXHmITl

Services on DirecTv

A&E

Bloomberg Direct

CBC Newsworld

CNBC

CNN

CNN Headline News

C-Span

Cartoon Network

CMT

Court TV

Discovery Channel

Disney Channel

E! Entertainment TV

Encore - 6 genres

Source: see footnote 5

ESPN

Family Channel

Golf Channel

Learning Channel

Nashville Network

Northstart

Sci-Fi Channel

Superstation TBS

TNT
Travel Channel

Trio

Turner Movies

USA Network

Weather Channel

Special interest and niche programming, which may appeal to one percent ofTY
households in the US and Canada would attract an audience of one million house­
holds, perhaps two to three million viewers, and at least one million dollars in
revenue at US$I .00 per program. This could provide a source of funding for deliv­
ering programming of interest to specialised audiences.

USSB expects to start with 25 channels supplied in four programming packages.
The basic package, at US$8 .00 per month will consist of an All News Channel,
MTY, VH-I, Lifetime, Nickelodeon, and Comedy Central. The most expensive
Premium Package at US$35.00 per month will consist of the six basic channels
plus HBO, Cinemax, Showtime, Flix and the Movie Channel. The promoters esti­
mate one million subscriptions by the end of 1994 and from 12 to 50 million sub­
scriptions by 2000 , optimistic estimates probably used to discourage future en­
trants. Note that a number of the services listed in Exhibit I are already available
with existing cable packages. For these services DirecTv would not offer addi­
tional choice but would compete for the delivery of existing signals, "

It is forecast that the DirecTvlUSSB service will be the first to offer High Defini­
tion Television programming and widescreen NTSC broadcasts. The existing sys­
tem will also likely provide data services, for example hotel, travel and financial
information.
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Primetime viewing
In order to highlight the differences, Exhibit 2. outlines the program choices avail­
able to viewers in the three cities at the same time on the same day.

EXHIBIT 2

TELEVISION PROGRAMS BY CITY - JANUARY 17, 1994 AT 8PM

(some programs may be in progress at 8pm).

Canberra
Drama 4
Documentary I

London
BBCI
BBC2
lTV (Ch3)
Ch4

Sport
Documentary
Drama
Drama

20 Satellite channels showing:
Movies 5
Drama 3
News 3
Sports 2
Documentary 2
Music I
Shopping I
Children 2 (off air at 8pm)
Country Music I (off air at 8pm)

Ottawa
Thirty-six channels are available to a viewer wanting all signals, 9 in French and
28 in English. Because of duplicate programming, the total is 32 different pro­
grams from Rogers Cable which has the exclusive franchise for one part of the city.

French English
Drama 2 Drama 13 (4 duplicates)

Sports 2 (duplicate) Documentary 6

Documentary 2 Movie 4
Music Video I News 2

Movie I Music Video 2

Off-air I Sport I

Total 8 different programs Total 24 different programs



194 Keith Acheson and Christopher Maule

American signals are available directly from the major networks, ABC, CBS,
NBC and Fox as well as from PBS, Vision TV, the Learning Channel , Arts and
Entertainment, CNN, Nashville Network, Family Channel, and Movie Network.
American and other foreign programs may also be available on Canadian channels.
Viewers in Ottawa and London have, or will shortly have, a choice similar to that
available to a food shopper in a well-stocked supermarket , especially when the
selection in a video store is added to that offered by broadcasters, cablecasters and
those providing satellite signals. The Canberra viewer has a similar choice from
video store outlets but a more limited range of choice from broadcasters and no
cable or satellite choice to date. Why the difference between the cities and espe­
cially between Canberra and the other two?

The answer lies in the combined effects of geography and the evolving regula­
tory framework. Technology has shrunk distance and increased foreign competi­
tion for domestic broadcasters and required alterations to regulatory regimes. The
timing of some regulatory reforms is occurring later in Australia, but reforms are
ongoing in all three countries in order to adjust to changing circumstances and
meet regulatory inadequacies . The regulatory changes and the debate accompany­
ing them can be documented . Why the political process chose the timing of the
changes is more difficult to determine . Geography appears to be an important fac­
tor.

GEOGRAPHY AND OVERFLOW
The U.K. has a population of about 56 million predominantly English-speaking

people living in a relatively small geographic area but neighbouring a much larger
foreign speaking continental Europe. For radio, overflow broadcast signals in for­
eign languages were accessible but with the exception of Radio Luxembourg, es­
tablished in the 1930s, there was no English-language radio competition for the
BBe.7 In the 1950s, further commercial competition came from pirate radio ships
anchored in the North Sea.

Canada, on the other hand, with a current population of 26 million people, of
which approximately a quarter are French-speaking, has a long land border with
the United States. Overflow competition in the English market has, from the out­
set, been a fact of geographic life, first in the print media with books, magazines
and newspapers , then with films, music, radio and, from the 1950s, television.

More like Canada in terms of land area and population size, Australia, with a
population of 17 million English speakers (the population of English Canada is
around 20 million) is relatively isolated from neighbouring markets, especially
English language markets. Overflow broadcast competition, before the advent of
satellites, has not been a major concern for Australian broadcasters. Foreign, espe­
cially British and American programs, have been broadcast in Australia but as a
result of the purchase of rights by Australian broadcasters .

Geography has influences regulatory policies affecting viewer choice in the three
countries. Canada has always had to contend with extensive overflow English­
language competition from a market about ten times larger in population terms.
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Overflow from Europe into the United Kingdom existed but was primarily in for­
eign languages, while Australia has, until very recently, been isolated from over­
flow signals. However, despite differences in foreign competition, governments in
all three countries have worked to promote domestic broadcast industries. The na­
ture of their response to changing technology has differed due in part to geogra­
phy,"

REGULATORY APPROACH
All three countries have had a broadcast system with a prominent role played by
the public broadcaster, the British Broadcasting Corporation (BBC), the Canadian
Broadcasting Corporation (CBC), and the Australian Broadcasting Corporation
(ABC). The CBC and ABC were influenced by developments in the UK, but unlike
the UK, Canada and Australia permitted commercial radio broadcasting from the
outset. All three permitted a combination of private and public television broad­
casting in the 1950s, but the UK had a tightly controlled duopoly of one BBC
station and one private station and only opened up to more private channels in
recent years," The CBC differs from the other two in that advertising revenues
account for about 30 percent of its expenditures on television services and one fifth
of its total expenditures. It is thus influenced by commercial ratings.'?

The contrast between public and private broadcasting was seen by supporters of
the BBC to be the difference between God and Mammon. Sir William Haley, a
Director General of the BBC, described public service broadcasting as cultural
mountaineering with the public broadcaster assisting the "viewer's and listener's
involuntary ascent of the cultural pyramid," Another Director General, Charles
Curran, stated that the BBe's responsibility was to educate

The audience to make choices which have been communicated to it. We must not allow
ourselves to slip into the despairing attitude of seeing ourselves as casting pearls before
swine. That would be the most arrogant folly. The course of wisdom is for us to see
ourselves as casting our pearls before people who have been taught by us to appreciate
their value.II

This view not only underpinned developments in the UK, but influenced sup­
porters of public broadcasting in Australia and Canada past and present. The latter
two countries added a special twist by introducing specific content policies aimed
at ensuring signals acceptable to the government would be broadcast. These poli­
cies applied to private broadcasters in the case of Australia, and to private and
public broadcasters in the case of Canada.

A variety of reasons underlie the regulation of content. First, there was a desire
to ensure that viewers had the option of watching local Canadian and Australian
content. Second, domestic content was seen to be important for creating and sus­
taining a sense of nationhood. Broadcasting could help to bind together a young
country covering a large area with regional and ethnic differences. Third , broad­
casting was considered to bea strategic industry producing cultural messages needing
special treatment. And fourth, the industry could provide employment for domestic
labour and help to develop an infant or sustain an existing industry. While content
policies apply to private broadcasters, governments are also able to control the
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content of public broadcasters by the appointment of directors and guidelines to
management. No one however could force viewers to watch prescribed content
and as choice expanded the effectiveness of the policies has diminished.

Over time, arguments were made that the restrictions applying to television in
the three countries were excessive , that public broadcasting catered to an elite group
of viewers , and that consumers should be allowed to express their choice by being
offered a broader menu and ways to express the intensity of their preferences through
user-pay mechanisms. The timing of these changes differed, influenced by the pe­
culiarities of the situation, but by the 1970s there were pressures to open up broad­
casting to market forces thereby altering the balance between public and private
broadcasting. Experiments were made with a variety of policies in the three coun­
tries.

United Kingdom

Over the past three decades , two reports addressed changes to broadcasting in
the UK, the Pilkington Report of 1962 which sustained the authoritarian and pater­
nalistic Reithian view with emphasis on the role of the public broadcaster, and in
1986, the Peacock Report which put forward an alternative view emphasising the
importance of the viewer and the role of the market."

The Committee ofInquiry headed by Professor (now Sir) Alan Peacock addressed
the issue of whether the BBC should be financed by advertising rather than by a
licence fee. It recommended against advertising but also came up with a range of
proposal s affecting other aspects of broadcasting, especially the lTV. Noting that
spectrum scarcity would soon no longer by a problem, the Report recommended
that freedom of entry and consumer sovereignty should apply to broadcasting, sub­
ject to rules for consumer protection and mechanisms to ensure the provision of
minority and experimental programs.

Following a government issued White Paper in 1988, a new Broadcasting Act
1990 was enacted with provisions for a new terrestrial channel (Channel 5); for
Channel 4 (now an independent corporation) to sell advertising time in competi­
tion with ITC; for quotas of independently produced programs on all channels (a
25% target for qualifying programs from the start of 1993 with the ITC monitoring
Channel 3's performance and the Office of Fair Trading the BBC's performance);
for the allocation of Channel 3 (lTV) licences and the new Channel 5 licence by a
system of competitive tendering ; and for certain programming requirements for
Channels 3 and 5.

Before the 1990 Act, licences for commercial radio and television stations were
issued by the Independent Television Authority, renamed in 1972 The Independent
Broadcasting Authority or rnA, on the basis of applicants submitting program­
ming plans, staffing proposals and financial intentions. The award of highly profit­
able licences without the regulator being required to give detailed reasons caused
concern. Lord Thompson of Monifieth, head of the rnA, stated, after the 1980
licensing round, that "there must be a better way."

A system of competitive tendering for licences for a ten year period, adopted
under the 1990 Act, was a distinctive first step in search of a "better way". Bidders
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had to pass defined thresholds for consumer protection and specified positive pro­
gramming requirements such as sufficient time allocated to high quality news and
current affairs programs, and to regional, religious and children's programs. Pro­
posed programming has to appeal to a wide variety of tastes and interests. A bid
could be rejected on the grounds that it did not have sufficient financial backing.
Finally, in "exceptional circumstances", the licence would not be issued to the
highest bidder, if the quality of service of a lower bidder was considered to be
substantially higher than that of the highest bid.

A total of 40 bids were made for 16 licences, 37 for 15 regional Channel 3 li­
cences, and three for a national breakfast time licence. Of the 13contested licences,
six were awarded to the highest bidder leaving seven of the highest bids rejected . If
all the highest bids had been accepted, the bids would have totalled £323.49m,
£91.89m in addition to what was actually paid. The seven bids were rejected on the
grounds either that they failed to meet the program quality test, or that the bidder
would be unable to sustain the proposed service . The "exceptional circumstances"
provision was not used. In three cases there was only one bidder, two where the
bids were for £2000 each and it is probable that the bidders knew that they were the
sole applicants. 13

Introduction of satellite delivered television was a further example of increased
competition. Driven in part by the introduction of new technology, the government
recognised it would be more difficult to control the content of these programs now
delivered by Murdoch controlled BSkyB.

Timing of the change to a market driven bidding system and the expansion of
viewer choice is associated with the Thatcherite approach to economic manage­
ment and the technological changes affecting the UK as well as other countries.
Demand for change existed, technology permitted new options and the political
process responded. Elements of control over programming remained in the qualifi­
cations required of bidders in the auction process, but they were different from the
content rules found in Australia and Canada.

Canada
Broadcasting has been the subject of numerous official reports beginning in 1928

with a Royal Commission on Radio Broadcasting chaired by Sir John Aird, presi­
dent of the Canadian Bank of Commerce. This followed the establishment in 1925
of the first radio broadcast service operated by the Canadian National Railway for
train travellers, hotel guests and employees. Other private stations sprang up and
broadcast mainly American material."

Aird recommended the adoption of the British model of public broadcasting rather
than the American commercial model. However a mixed model evolved with the
establishment in 1932 by the Conservative Bennett government of the Canadian
Radio Broadcasting Commission, which became the Canadian Broadcasting Cor­
poration (CBC) in 1936. After an initial period of financing the CBC with a licence
fee, the government took over funding the organization and later permitted it to sell
some television advertising.

Bennett laid down three principles for broadcasting in 1932 that have influenced
the evolution of Canadian policies including the introduction of content rules,
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First of all, this country must be assured of complete control of broadcasting from
Canadian sources, free from foreign interference or influence. Without such control
radio broadcasting can never become a great agency for communication of matters of
national concern and for the diffusion of national thought and ideals, and without such
control it can never be the agency by which national consciousness may be fostered and
sustained and national unity still further strengthened . . .

Secondly, no other scheme than that of public ownership can ensure to the people of
this country, without regard to class or place, equal enjoyment of the benefits and pleas-
ures of radio broadcasting .

(Thirdly) The use of the air that lies over the soil or land of Canada is a natural
resource over which we have complete jurisdiction under the recent decision of the
privy council (and) I cannot think that any government would be warranted in leaving
the air to private exploitation and not reserving it for development for the use of the
people. IS

The peculiarities of the Canadian broadcasting environment, aside from technol­
ogy, that have conditioned policy have been the tension between the supporters of
public versus private broadcasting, the underlying bilingual-bicultural nature of
the country, the geographic area over which the population is spread, now mostly
in urban areas, and the proximity of the United States with a different broadcasting
culture and a hugely successful entertainment industry. Because Canadian viewers
living close to the border could receive American off-air signals , those in other
parts of Canada demanded similar choice and forced the development of regula­
tions for cable delivery of television.

Pressures for Canadian programs, stemming from the reasons set out in Bennett 's
statement of 1932, have lead to the introduction of Canadian content requirements
for broadcasters as well as government support for funding Canadian produced
programs some of which must show their "Canadianess".

A points system is used to determine the Canadian content of television pro­
grams broadcast by commercial stations, which must transmit a certain percentage
of Canadian content in prime time. The system measures the "Canadianess" of
inputs and is subject to special rulings and administrative discretion in determining
the Canadian content of news, sports, animation and coproductions.

Canadian homes were extensively cabled early on, because it improved the qual­
ity of reception for local domestic and foreign signals , and provided those further
from the American border with a similar range of choice . Later on Cancom was
licensed to provide satellite signals to those in Northern and remote areas . Satel­
lites are merely the latest means of assisting overflow and increasing the range of
choice. Satellites make the enforcement of content rules still possible, but ineffec­
tive if no one watches the Canadian signals." In fact Canadians do watch local
news, sports and current affairs programs, but preference is usually for imported
drama and movies . The rapid reduction in the price of VCRs, their resulting ubiq­
uity and the expansion of videostores have allowed viewers to bypass all types of
content policies. I?

The situation in Quebec is somewhat different, where locally produced drama
programs are more popular than their counterpart programs in the rest of Canada.
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Broadcasting in French as well as English is another source of choice in Canada,
driven by the makeup of the country, although each group has tended to view only
their own language programs which have generally not been dubbed or translated
for viewing by the other language group . The CBC runs two distinct services in
each language.

In introducing the most recent (June 1994) licensing of specialty television serv­
ices, the CRTC argued that it was promoting the making and buying of Canadian
programming. Together with its promotion of a Canadian direct-to-home satellite
service, it was attempting to prevent Canadi an viewers from being siphoned off to
American satellite delivered services.

Whereas the UK, using Thatcherite policies subsequent to the Peacock Report,
pried open the airwaves to give viewers expanded choice, Canada was forced ear­
lier to offer more choice due to its proximity to the US, its inability to prevent
crossborder signals from reaching a large part of the population, and the demand s
of Canadians living further from the Americ an border to have similar access to
programs.

Australia

The television industry evolved in Australia following the publication of a 1953
Royal Commi ssion Report and a decision reached by the government that there
would be a mixed public and private broadcasting system. In 1956, this was em­
bodied in the Broadcasting and Television Act, 1942-1956, updating the 1942 Broad­
casting Act and replacing a Television Act passed in 1953. At first each of the
major metropolitan areas had two commercial and one public service (ABC) sta­
tion with emphasis placed on local programming. No provision for networking
was provided, but this emerged over time as firms sought means of cooperation.
Later the metropolitan areas had three commercial stations, an ABC station and
after 1980 a government owned SBS station. SBS represented an innovative policy
of introducing programming for minority, especially minority multicultural, audi­
ences."

Content rules came into force in 1961, requiring stations that had been estab­
lished for at least three years to transmit Australian material for a minimum of 40
percent of their total transmission time, and to transmit a minimum of one hour per
week of Australian material between 7.30pm to 9.30pm. Numerous changes have
been made to the policie s since 1961 with the current version dating from 1990.19

Originally, drama content was almost entirely imported , "in prime time up to
1963, virtually all program material was of foreign origin, of which 83 percent was
US and the rest British.'?" From 1964 on, with the help of Australian content rules,
local programming was produced and increasingly used.

At present, the Australian Broadcasting Authority (ABA) admini sters the broad­
casting content rules. Unlike the Canadian approach, these rules attempt to assess
both program inputs and outputs because, except for children's programming, as­
sessment is made after the programs are broadcast. While broadcasters do not know
for sure what will count as domestic content, regulatory precedents provide guide-
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lines."
A complicated point system is aimed at ensuring that stations use Australia pro­

grams to fulfil an overall transmission quota, 50 percent of transmission time for
old and new programs, and a drama quota for first release programs.

The points score for eligible programsis calculatedby multiplyingits duration in hours
by anAustralianfactorand by a quality factor. TheAustralianfactorcan take the values
of zero, 1.5 or 3.0 depending on the level of Australian involvementin the production
of the program. The quality factor can be 1.1, 2.2, 3.5 or 5.0 and essentially reflects
differences in the average purchase price per hour of the various drama formats.
(Papandrea's working paper, footnote 19)

The ABA is directed to encourage programs that are identifiably Australian, that
recognize the diversity of cultural backgrounds, are developed for an Australian
audience and produced with Australian creative control. Rules relate to drama,
variety, documentary, arts, science, current affairs and new concepts. Content rules
are aimed at ensuring that viewers have the option of watching Australian pro­
grams and at providing opportunities and jobs for Australian creative talent. Rules
also require that a majority of commercials are made by Australians."

Whereas the ABA assesses the content of most programs after they have been
broadcast, childrens' programs are assessed before they are made to determine
whether they meet the necessary standards. Broadcasters are required to transmit a
certain number of hours of children's programming each year with individual re­
quirements for pre-school and primary school children. Special emphasis has been
placed on the content of these programs to ensure "suitability" in terms of "vio­
lence, sex stereotyping, sex and trivialiry.'?' How children are prevented from watch­
ing unsuitable programs, other than through parental control, is not clear. In terms
of viewer choice, Australia has attempted to ensure that children's programming is
available and that the quality is monitored. Technology is challenging this with the
growing use of Nintendo and Sega-type video games which compete for childrens'
viewing attention.

One view of the adequacy of viewer choice by 1980 is as follows:
During the 1980s in Australia, the television system had reached structural maturity
and was delivering output that, in its cultural mix, was about right. By this I mean that
what one might expect as possible, within the organisational, economic, policy and
production parametersof a country likeAustralia, was being achieved.A complexcon­
fluence of factorsoccurredto produce this. By the 1980s, an organisationalstructureof
de facto and then formally recognised networks was delivering sufficient return on
revenue to underwrite the acquisition of significant levels of high quality Australian
drama. Fundamentally, this was undertakenbecause there was stable, longitudinalevi­
dence that indigenous product was popular and successful.Another factor was a regu­
latory system that was successful in building into the programming decision-making
processes of commercialnetworks a genuine acceptanceof local product in the face of
the economic disincentive of their high cost relative to foreign acquisitions."

This assessment of viewer satisfaction addresses what was available at the time.
Viewers are declared to be satisfied, but , with limited options, who was to know?"
Meanwhile in the 1980s, Australian were revealing their demand for more choice
by becoming owners of VCRs. By 1991,72% of households owned VCRs. Debate
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was also taking place over the introduction of Pay TV, suggesting that increased
options were being demanded and requiring a response from the regulatory au­
thorities.

Licences for Pay TV are presently being issued in Australia using a combined
bidding and government allocation process, but consideration of the possibility of
Pay TV dates back to a 1982 inquiry by the ABA entitled Cable and Subscription
Television Services in Australia. In total there have been "three official inquiries
since 1982, a moratorium on Pay TV from 1986-91, and a host of ministerial state­
ments, conferences, fact-finding tours and other activities. '?"

Reasons for the delay are attributed to the opposition by existing broadcasters,
the financial difficulties of Pay TV in Canada and the UK, the alleged adverse
impact on the existing broadcasting system, and the lack of community demand for
it. The last is questionable since viewers are unaware of what will be offered to
them, and unaware of the impact on existing signals, until the system is opera­
tional.

The Australian Pay TV situation for the next few years is evolving and quite
complicated ." What may occur can be outlined. Technically, Pay TV can be dis­
tributed via satellite, cable (fibre optic and coaxial), possibly Asymmetrical Digital
Subscriber Loop (ADSL) using existing telecommunications networks of twisted
copper pair wires, Multipoint Distribution Service (MDS), ultra high frequency
(UHF) or very high frequency (VHF) radiospectrum bands or some mix of the
foregoing.

At present (June 1994), as noted, bids are being evaluated for two Pay TV li­
cences, the A and B licences, which must use the Optus satellite (privately-owned)
until July 1st 1997.28 The C licence, also using Optus, will be issued by the Minis­
ter to a subsidiary of the ABC. Bids have been made for the A and B licences, each
of which can supply four channels. The ABS will be issued the C licence with two
channels so that a market such as Canberra can expect to receive ten Pay TV chan­
nels once the licensees are operating. Subscribers will likely select signals from
either the A or B licensee as each may offer similar program genres .

The expectation is that the A and B licensees will provide some combination of
movies, drama, sports, documentary and childrens programming, while the ABC
with the C license will provide news and current affairs on one channel and quality
childrens and current affairs programs on the other.

Since receiving the licences, the holders have become more specific. Noting the
possible adverse consequences of head to head competition with similar programs,
the ABC has asked the Trade Practices Commission (TPC) for authorization to
bundle their offerings so as to avoid duplication and competition. After the TPC
issued a draft determination proposing to deny authorization, the ABC withdrew
the application. Other requests may be forthcoming.

Pay TV viewers will require a satellite dish and decoder box at an estimated cost
of A$1000 toA$1200. In addition there will be monthly program costs. Unlike off­
air broadcasting, Pay TV has limited Australian content requirements. Section 102
of the Broadcasting Services Act requires at least 10% of program expenditure for
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a drama service to be spent on new Australian drama. No advertising can be carried
until 1997.

The bidding process for licences has been chaotic and an embarrassment to the
Commonwealth government. An official inquiry reported on whether the Minister
or his officials was responsible for the failure . It did not examine the underlying
problem of defects in the auction process.

In the near future, increased competition will occur from alternative delivery
systems. From January 1995, Pay TV can be delivered by MDS. Each city has a
possible 18 MDS licensees, with each licensee covering the same geographic area.
At present, MDS offers analog service. If converted to digital, each licensee could
offer about six channels or 108 (18 x 6) channels in a given area. Some of the MDS
licences have already been issued . Others will be subject to a bidding process and
if used for Pay TV must be subject to a broadcasting licence issued by the ABA.
The latter does not involve bidding. From 1995, an operator owning MDS licenses
in different cities could offer a national service competitive with the A, Band C
licenses.

From July 1997, the A, Band C licensees are free to use alternative delivery
mechani sms. An alternative satellite carrier and cable are the likely alternatives. At
present , Australia is not cabled, except for telephone service, but there is no limit to
the number of cable operators and no bidding process for the entry of new opera­
tors, although an ABA licence would be required for offering a Pay TV service.
Telecom Australia has announced that it will lay fibre-optic or coaxial cable past
1.1 million homes over the next three years and Cable Television Services Pty. Ltd
(CTS) announced on March 3rd, 1994 in Sydney that it has been granted ten cable
television licences which will use Telecom's cable network. CTS has signed pro­
gramming agreements with Turner Broadcasting for rights to CNN International
News, Turner's Cartoon Channel including the Hanna Barbera library, and TNT,
an entertainment channel featuring the MGM film library, as well as music and
sports specials .

An imminent challenge to Australian media policies will be the launch in 1994­
95 of a number of second-generation Asian-Pacific satellites . What programming
will be available in English and whether it will target Australian viewers is unclear
at present. Whether they will watch new offerings is an additional question. Pre­
senting them with the choice is one way to find OUt.29

The Australian government has indicated that it does not wish to regulate foreign
competition from satellites , but recognises that Asiasat 2, expected to be launched
early in 1995, will carry the five Star TV free-to-air channels and have a footprint
from Moscow to Melbourne. Potential capacity is 20 channel s. Panamsat 2 will
likely be launched with an Australian footprint allowing reception with a 0.9 metre
dish in most of the populated parts of Australia, and 1.2 metre dishes in Adelaide,
Darwin and New Zealand."

In sum, the video market is fluid but the expansion of viewer choice is imminent
through three Pay TV licenses delivered by satellite-to-home. Additional delivery
systems and signals will shortly be available further increasing choice for Austral-
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ians. Government policy has responded with difficulty to the changing technologi­
cal circumstances as it introduced a bidding system to allocate Pay TV licences.

FUTURE REGULATORY ISSUES
A number of regulatory issues are suggested by these three examples. Four are

noted here, the extent to which additional systems add more choice, the suitability
of the auction process for issuing licences, the future of content rules, and the role
of public broadcasters.

There is little doubt that as new delivery systems such as cable, satellite or MDS
are first added to free-to-air television viewers receive additional choice. However,
the addition of say satellite-to-home when the market already has free-to-air and
cable delivery may not significantly increase choice but merely provide an addi­
tional way of providing existing programming. What it will do is create competi­
tion for the purchase of programming and the delivery of signals to consumers.
Delivery systems will also look for new services to provide consumers such as
home shopping, classified advertising, travel information and financial services."

While the auctioning of television licences in the U.K. and Australia has encoun­
tered difficulties, it is not clear whether the problem lies in the way the auctions
were structured or whether an auction is an unsuitable allocation process. In both
countries, the conditions surrounding the bids and the choice of the winning bid
were complicated. As noted, in the U.K., the highest bids were not the winning bids
in seven of the fifteen cases, while for three licences there was only a single bid
with the winner paying £2000 in two instances . In Australia, the bidders were not
required to provide a non-refundable deposit with their bids and the winning bids
were unable to raise the money. This was repeated with the next highest bids until
the conditions for bidding were changed.

Unlike the auctioning of cattle or flowers, where what you see is what you get, a
television license is a right acquired for a period of time to which the government
attaches certain programming conditions, the realization of which only becomes
apparent with time. If the conditions are not fulfilled, certain penalties may apply,
such as fines or ultimately the revocation of the license or disqualification of the
licensee at time of renewal. However, failure becomes an embarrassment to the
government for what appears to have been the selection of the wrong bidder, a fact
publicised by those who lost and those wishing to criticize the government.

It should also be noted that the Canadian way of issuing licences involves a
bidding process, where the regulator issues general guidelines for applicants, the
firms bid by offering certain programming and the regulator selects the winner at
which time the specific priorities of the regulator are revealed. The losing bidders ,
who may have spent considerable amounts in preparing the bids, are disgruntled
alleging that the regulator was unclear in stating what programming it really wanted.
One difference is that no lump sum payments accompany the bids in Canada as
occurred in the U.K. and Australia . Our view is that auctions with payments can be
made to work, but that the conditions applying to winning bidders will require a
degree of regulatory involvement not unlike the Canadian process. The conclusion
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reached by Williamson regarding the issuing of cable licences is supported by the
circumstances revealed in our examples."

Once licences are issued to private broadcasters, the Australian and Canadian
governments promote domestic programming through content regulations. While
always creating problems concerning the determination of what is Australian or
Canadian, especially for news, animation and sports programming, the effective­
ness of this approach is further weakened as more options are available to viewers.
No content rules apply to home viewing using VCRs or to the use of games played
on television and computers, while lower levels of domestic content are often ap­
plied to satellite-to-home signals. Where rules are enforced for commercial broad­
casters, which are losing audiences because of increased choice , they will tend to
undermine the financial viability and force out of business those that are supposed
to be the carriers of domestic content. As choice expands with the introduction of
new delivery systems, the viability of content regulations is diminished and gov­
ernments will have to consider other ways of promoting domestic content espe­
cially for drama, where imported American programming has always been popu­
lar.

Public broadcasting is an alternative way of managing content and providing
viewers with the option of viewing domestic content, but audience fragmentation
means that the public broadcaster has more competition and a smaller audience for
its programming. While pressured with budget cuts or limited increases in all three
countries, there appears to be more pressure on the CBC than its ABC and BBC
counterparts. One difference is that the CBC receives part of its television funding
from advertising (23 percent in 1993) and so has a dual mandate, placing it in
competition with and criticism from commercial broadcasters. Making it responsi ­
ble only to the political process with a well defined mandate is probably the pre­
ferred option although the whole question of public broadcasting needs to be re­
examined, especially as in the case of Canada provincial governments now own
public broadcasting entities .

CONCLUSION
In mid-1994, viewer choice differed in the three capitals, with Canberra offering

fewer options than those available in London or Ottawa . However, differences in
the range of viewing options may be reduced within the next 24 months. Viewers
will soon experience choice similar to that long experienced by music lovers and
readers. They will be able to select and acquire what they want and view it when
they want.

The reasons for the existing differences can be traced to the way in which first
radio and subsequently television broadcasting were introduced into the three coun­
tries. The combination of technology, geographical location, demographic makeup,
attitudes towards public and private broadcasting, particular regulatory approaches
with different emphases on quality, national and specialized programming, appear
to have made the difference to date.

After seventy years of broadcast regulation , the control asserted by governments
is in sharp contrast to that of the print media. Regulation of broadcasting has been
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both reactive and proactive with policymakers engaged in public entrepreneurship
to find ways to influence the content of signals through a combination of public
and private broadcasting against a background of changing technology. Reform­
ing the regulatory process will have to contend with a number of issues. Foremost
among them are the extent to which new delivery systems add choice for viewers,
the efficacy of an auction process to allocate licences, the use of content regula­
tions and the role of public broadcasting .
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