FREE-TO-AIR LISTED EVENTS REVIEW

ADVISORY PANEL ORAL EVIDENCE SESSION

10.30AM-5.30PM AT DCMS ON 4 JUNE 2009

NOTE OF MEETING

1.	Presentation by the International Olympic Committee

The IOC was represented by Timo Lumme (Director, IOC Television and Marketing Services), Sir Craig Reedie (IOC Member) and Romano Subiotto QC (Clearly Gotlieb)

The Chairman thanked the IOC for its letter of 20 May outlining its broad position.

The following points were made:

· the IOC was proud to be first on the United Kingdom’s list of protected events;

· it accepted that there were events of national significance that went beyond domestic borders;

· its position was not based on the need to make more money: it retains only 7% of funds with the balance distributed to support. The bulk went to  host cities and to supporting international sports federations and the 205 National Olympic Committees (as against some 60 only in the 1960s);

· broadcast revenues were however and therefore very important;

· the IOC thought that the media market place had changes dramatically in the 11 years since the last review and, whilst it still believed in the principle of listing it was proposing a different mechanism;

· the IOC’s broadcast rights ere sold in 220 countries: not all listed the Olympics;

· the IOC’s broadcast policy was to seek the widest dissemination possible by all means and it stipulated that broadcasters show a minimum of 200 hours of coverage which included the opening and closing ceremonies, any events of national significance (those containing potential national medal winners) and blue ribbon events regardless of national team participation (such as the 100m final);

· the IOC’s free-to-air policy had both spread and democratised the Olympic Games, as well as funded them;

· But times had changed, and a new balance needed to be found in new media markets;

· In terms of coverage some 3000 hours were broadcast in 1996. In Beijing in 2008 5000 hours were broadcast. London 2012 would be at a similar level, and 2016 would see a further increase. That rate of growth was mirrored by the Winter Olympics;

· Qualifying broadcasters in the UK cannot make all that coverage available live: it would require 26 dedicated channels broadcasting for 12 hours a day;

· The remaining hours were not shown in the pre-digital era but were warehoused and not sub-licensed;

· The BBC had broadcast 10% of the output in Barcelona but by Beijing in 2008 was showing only 4.8% free-to-air;

· So the IOC wanted to retain its obligations to free-to-air coverage, which was part of its DNA, but to have the freedom at discretion to licence other parts of its coverage;

· The question was one of an appropriate mechanism and the IOC proposed that the UK should define in advance what would be shown free-to-air, based on historical broadcast data, with a large margin of appreciation for the host broadcaster. Objective data existed to help do this;

· The IOC would then licence the remainder to improve revenues and expand exposure;

· The IOC would never sell all its media rights to one media organisation. Italy for example maintained listed events and both Summer and Winter Olympics were listed. But it had no qualifying broadcaster regime so Sky Italia had acquired all rights as a gatekeeper subject to sub-licensing requirements. It then negotiated with RAI on the basis of the IOC’s requirements and historical patterns of coverage. Some rights were exclusive to both, but were shared at medallist stage;

· The IOC had not had substantive discussions with Sky about Olympic coverage in the UK;

· Planning was the key to identifying broadcast priorities, and the BOC had for example worked for over 2 and a half years with the BBC to identify priorities for Beijing. That leaves leeway to cover one-off events that emerge as the Games progress. Only Australia covers all 28 disciplines, although it does not have medal hopes in all;

· The BBC’s attitude to the Olympic Games was that they must (a) have it all and (b) that they are the only ones capable of doing them. The IOC did not believe the second of these held up;

· Although any move of material from free-to-air to subscription television might lead to a reduction in viewers, the same was true of BBC coverage behind the red button. Under the IOC’s proposals the public would get exactly what they had previously enjoyed, and the IOC would be able to broaden its reach through new media to affinity groups;

· The IOC accepted that the new digital world did pose big challenges for broadcasting, but it could not foresee circumstances in which it would fundamentally change the cornerstone of its purpose to reach out to as many people as possible;

· The IOC was not expecting any reduction in the value of its broadcasting rights;

· There had never been any link between the value of rights and the awarding of the right to stage Olympic Games. Candidate city bids were assessed on purely technical considerations, and whether individual members took into account other matters in their voting preferences was unknown;

· The pattern of listing in other countries varied. Some listed the whole games, others were selective;

· The IOC’s proposals reflected the principle of proportionality and rendered explicit a process of prioritisation by host broadcasters which was currently implicit. It also allowed other material to achieve the widest possible dissemination;

· 2012 and digital switchover was a watershed for broadcasting in the UK, which would expand massively. Internet and mobile would increase in popularity too. Technology was moving fast and the qualifying broadcaster regime would need to be widened to reflect internet broadcasting

· The IOC had no single model for achieving its proposals. In some countries licensing and sub-licensing might be the way forward (eg Italy). Elsewhere a rationed model might be more appropriate (eg Spain);

· The IOC agreed to share with the Panel how the BBC’s 246 hours of broadcasting of Beijing in 2008 broke down by sport and type of coverage;

· The IOC would also explain more clearly in its submission how the Italian and Spanish models worked in practice;

· The IOC confirmed that it would not be selling its rights through the European Broadcasting Union from 2016 but on a market by market basis.

2.	Presentation by the Royal and Ancient

The Royal and Ancient was represented by Peter Dawson (Chief Executive) and Angus Farquhar (Commercial Director).

The Chairman thanked the R&A for its letter of 28 May outlining its broad position.

The following points were made:

· the R&A had never sought offers for its broadcast rights for the Open Championship from non free-to-air broadcasters, although it had one turned down a higher offer from an FTA broadcaster other than the BBC;

· but if the BBC thought that they had a monopoly on the rights to the Open through A-listing the value of its rights and the BBC’s willingness to innovate in coverage would be reduced;

· Competition was key to avoiding these outcomes. The BBC was already making savings in the light of the licence fee settlement and last year the Open was the only major not to be broadcast in HD – although the BBC was catching up again this year;

· The R&A had been with the BBC for 56 years and the current contract ran to 2011;

· It did not seek competitive bids at last renewal but would in 2011 and was already receiving approaches;

· The highlights package had been sold to Setanta until 2011 although not on an exclusive basis. The rights did not generate any great income;

· The quality of the international broadcast feed is very important. The Open is one of 4 majors and is international in its reach. Money is not the sole criterion, nor is the GB/UK market;

· The R&A did not think that the other majors should be listed. They did not have the same national resonance as the Open. The Masters was closest in terms of national appeal;

· As a matter of principle (as opposed to practice) the R&A opposed A-listing, but was content with its current B-listing;

· On the general issue of whether a sport can have national resonance if national teams or participants did not achieve success the R&A felt that was possible, and gave football as an example;

· Equally national teams generally had greater resonance than individual events;

· If the R&A were to sell their broadcast rights from 2011 to Sky they would expect a very negative response and a loss of audience. The audience for the Open on Sky was 2-3 times higher than for the Ryder Cup on Sky;

· Avid golfers would probably live with such a move and were probably already Sky subscribers. But the R&A felt a broader responsibility to a non-golfing audience and to socially disadvantaged groups;

· It also considers what is best for golf, rather than what is just best for the R&A;

· There would have to be a massive premium from a pay TV provider, and the BBC would have to fall behind technologically, before the R&A reconsidered its present broadcast rights policy;

· The R&A would not be drawn on that premium; but it had rejected a 25% premium from another free-to-air broadcaster to remain with the BBC;

· It did not expect a fall in the value of its rights and had just concluded a big deal in the US market. Rights fees had flattened out but would need to increase to reflect increasing costs of staging events;

· Income from broadcast rights formed well over half of the R&A’s income;

· Highlights were necessarily inferior to live coverage as the uncertainty and excitement were removed by knowing the result. The BBC broadcast highlights in play towards the end of the day’s coverage, rather than later in the evening;

· But if the Open was on pay television, highlights would have great importance for a free-to-air broadcaster: this was the case with the Ryder Cup;

· The R&A did not think that its current B-listing had affected the value of its rights;

· It struck its own balance between income and exposure and if it could do so it would continue to stay with a free-to-air broadcaster;

· Its main worry was the pace of technological innovation, which was greater overseas and by pay television providers;

· The USA, Australia, Japan, Spain and South Africa were its biggest markets, and it negotiated individually in each. Elsewhere it goes with pan-area broadcasters (eg the Middle East) and will strike deals with pay television providers if there is no competition or sensible offers from free-to-air broadcasters;

· In the US market it is with ESPN which has massive cable penetration in excess of 90%

· Scheduling had not proved an issue with BBC, which switched between BBC1 and BBC2;

· The R&A did not propose to submit further written evidence but would share its audience figures with the Panel.

3.	Presentation by the England and Wales Cricket Board

The ECB was represented by Giles Clarke (Chairman), David Collier (Chief Executive), Colin Gibson (Head of Corporate Communications) and Tim Payton (Parliamentary Consultant).

The Chairman thanked the ECB for their letter of 1 June.

The ECB noted that three previous enquiries had supported the continued B-listing of English home Test match cricket. Its view was that listing was now a thing of the past. The ECB then made a video presentation on its strategic plan for 2005-09, noting that an independent audit had confirmed that it had met its key targets.  

The following points were then made:

· the ECB agreed that cricket could have national resonance. 92% of the tickets for the World Twenty20 had been sold. National sides did have the capacity to engage, but it was not easy in cricket to predict when that would happen;

· Test matches are the pinnacle of the game, especially for a player. But their pre-eminence is under threat from eg, the IPL, which could tempt top English players away from the game and coverage either on free-to-air or pay television. And the focus, even for players, is shifting away from Test matches in other countries;

· Cricket seemed inexorably to be going the Twenty20 route overseas. The one-day game in India and Pakistan was already suffering, and its income had halved. If Asia were to adopt the Twenty20 format in July and August, it would fundamentally change the face of English cricket;

· The role of public service broadcasters in cricket had now been overtaken by Sky;

· Pubs and clubs now played a greater part in reaching audiences;

· The key issue was how to grow the sport;

· Sky did more than broadcasting and supported the game more widely eg through coaching. The ECB had only been able to support women’s cricket because of its relationship with Sky;

· The ECB stood by its estimate of a 27% growth in participation: its figures were based o returns from clubs and had been audited. It did not accept Sport England’s data;

· On the loss of the 2009 Ashes to Sky, the ECB said that the BBC had said it would bid and had had the opportunity to do so but did not. The ECB had even re-tendered around a restructured Twenty20 proposition to help free-to-air broadcasters but a bid was still not forthcoming;

· And as to future Ashes series the BBC had already said that there were still huge scheduling and cost issues; 

· On the subject of national resonance the ECB noted that the Ashes series was only popular when England was doing well: and that was impossible to predict in advance. To that extent it was understandable that a national broadcaster might not want to bid for them;

· Highlights were a far better way of building the audience. Channel 5’s highlights were now getting bigger audiences than watched Test cricket live between 1999 and 2005;

· The ECB concurred that it was the only major domestic sport that had no visibility at all on free-to-air television, but noted that it could do nothing in the absence of interest from free-to-air broadcasters;

· The implications of A-listing would be massive. Broadcasting rights generated 65% of ECB income. It would amount to nationalising the sport without any form of compensation;

· The ECB also questioned whether a free-to-air broadcaster would cover off the community agenda – womens, children’s and disability cricket - in the same way as Sky;

· The ECB was content with its current B-listing but would consider further whether B-listing had any impact on the value of their wider rights and whether a pay television provider would pay more for total exclusivity.


4.	Presentation by the BBC

The BBC was represented by Mark Thompson (Director General), Dominic Coles (Chief Operating Officer and Director of Sports Rights, Journalism), Barbara Slater (Director of Sport) and James Heath (Controller of Journalism Strategy).

The following points were made:

· The BBC had not yet reached any final conclusions and welcomed this discussion with the Panel. In general, however, cricket was difficult, and other issues finely balanced;

· Digital switchover in 2012 will be a colossal moment in broadcasting history. Although the choice will still essentially remain between pay and free-to-air television, half the population will have pay television and a national sense of memory and experience – such as the World Cup in 1996 -  will become all the more important in a fragmented multi-channel digital world;

· There remained legitimate public policy objectives in intervening through listing to ensure that outcome and people’s views as citizens should be taken into account in determining public value and the public interest;

· It is important too to protect minority sports. The Olympics for example are important in attracting more diverse audiences, including women;

· The BBC’s view was that the current list was both balanced and proportionate. The sports rights market was powerful, and listing contributed to the strength of sport worldwide;

· It was likely however to propose some additions (as per its handout). Massive events of scale such as the Olympics, the World Cup and the European Championships should be listed in their entirety; events that resonate within the nations of the UK should be listed too, such as World Cup and European Championship qualifying matches and, in Wales, Six Nations rugby); as should one-off pinnacle sporting moments such as the final of the Cricket World Cup and the World Twenty20;

· Other events of UK importance would sit on the B list protected through highlights;

· Access to high quality sport should be something for all, not just the few. Absent the list shared moments would not either. It provided society with glue and cultural identity;

· Although there may be an even split between free-to-air and pay television in 2012, not all can afford to pay a premium and Sky’s premium channels will only have a reach of 5m people. Some others may view in pubs and clubs, and the BBC would supply the Panel with its own data, which suggests that this adds only 2m to the total;

· On cricket, the BBC told Sky in 2004 that it would put in an indicative bid if that would help but the ECB did not pursue it. The BBC was keen to stay in the game, but it became clear subsequently that the BBC could not have matched Channel 4’s bid;

· In 2008 the BBC made clear that they could only bid if main live rights were not aggregated;

· The BBC agreed that competition between free-to-air broadcasters might not now be so vibrant, But rights holders had never had it so good, and there was a cyclical element too in the value of sports rights; 

· Nor could free-to-air broadcasters get rights on the cheap through listing. Ofcom’s fair and reasonable test provided an objective basis for determining a fair price for rights, and the BBC believed it had paid a fair price for acquiring the rights to the Commonwealth Games;

· The BBC was not arguing that everything should be listed and it had no Napoleonic ambitions for cricket. It recognised the pressures on the sport and although the Ashes here pass the test of national resonance in the public’s view they otherwise do not;

· The BBC further saw a clear distinction between Sky’s support for a British sport such as cricket; and large sums of money flowing to international bodies such as the IOC, FIFA and UEFA. The BBC will broadcast by one medium or another every hour of the London 2012 Olympics;

· The BBC’s role as the national public service broadcaster was to achieve balance across all types of provision. But it had issues of affordability and it could not acquire sports rights at any price. Live football is very expensive, so Premier League highlights and Radio 5 Live were very important;

· Its commitment to tennis was limited to Wimbledon as one of the great summer events followed by everyone. But the public was not interested in tennis all year round. It took the same view with the Open golf championship;

· On rugby union the distribution across broadcast outlets was right, but it was not with cricket. And listing did not provide a solution to the issue of cricket;

· Equally the BBC might buy rights to a sport which is not listed such as Formula 1. The BBC’s priorities and the list were not always aligned and the BBC was happy to defend that. In the case of Formula 1 the BBC lost FA Cup Football, and Formula 1 was an important way of filling the gap in its sports coverage, and it provides a wider range of media packages than did ITV;

· The BBC did not therefore regard itself as under any obligation to show listed sports events. It was editorially independent of Government and whilst it took a close interest in listed events and some might be desirable, they might prove unaffordable or not represent value for money in terms of the BBC’s wider responsibilities;

· Nor could the BBC support failure across the sports rights market;

· The BBC’s view was that, absent listing, the sports rights market would become highly fragmented over the next decade, with a loss of key shared national moments. The major sports would migrate to Sky and large numbers of people would be excluded from participation. Major sporting events were merit goods with positive externalities and citizen vale and should be protected;

· The BBC estimated that Sky’s penetration will plateau at 5m households (10m people) prepared to subscribe for premium sports content;

· The BBC also noted that if the IOC, FIFA and UEFA were committed to free-to-air broadcasting of the Olympics, World Cup and European Championships, they should have no objection to guaranteeing it through listing;

· Partial de-listing would lead to an inexorable move from free-to-air to pay television. Moreover certain fixtures/events which might be regarded as lacking national resonance could impact on the progress of home country teams or representatives; and they could also appeal in their own right to important cultural communities in this country;

· The BBC did think that high level cricket would again appear on BBC. The ECB had left BBC for Channel 4 and that was not the BBC’s wish. Cricket is important to its viewers but the economics are currently difficult. The BBC would be making announcements about the World Cricket Championship and Twenty20 cricket shortly;

· Scheduling generally would become easier in the digital future. But that would not alter the fact that it would still not represent value for money to broadcast sport that few watched;

· The BBC agreed to cover in its submission the fact that listing was regarded by many as carrying not just a financial penalty but one in terms of incentives to innovate too. The BBC accepted that it had lagged behind but had worked hard and was now at the front of the pack. The issues surrounding the non-HD broadcasting of the Open last year were more to do with technical issues than lack of innovation;

· The BBC would also cover its wider plans for HD broadcasting.
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