FREE-TO-AIR LISTED EVENTS REVIEW

PANEL VISIT TO TY HYWEL, NATIONAL ASSEMBLY FOR WALES, CARDIFF BAY
TUESDAY 2 JUNE 2009

The Panel visited Wales for an event hosted by the National Assembly for Wales. The Panel members who took part were David Davies (Chairman), Colin Jackson and Chris Gratton. Tony Dyer and Eleanor Hay of the Secretariat accompanied them, and Hywel Owen of the National Assembly for Wales attended throughout. 

This note records the key points that arose.

1.
Meeting with S4C

S4C was represented by Elin Morris (Director of Corporate and Commercial Policy), Rhian Gibson (Director of Commissioning) and Geraint Rowlands (Content Editor, Sport).

S4C described its funding arrangements from central government, its strategic partnership with the BBC, its general commissioning policy, and the current extent and basis of sports broadcasting in the Welsh language. These issues will be set out fully in its formal submission to the Panel.

On sports broadcasting S4C noted that:

· rugby and football were the key ingredients of S4C’s sports broadcasting policy, although sport generally was pivotal in extending its reach and profile, and generally achieved the highest viewing figures across all age groups;

· sports broadcasting was part of and reinforced S4C’s broader cultural and community agenda;

· it worked closely with broadcasters and governing bodies of sport and had been successful in securing a range of live and highlight rights in the welsh language, negotiating directly or through sub-licensing arrangements;
· the events of national resonance in Wales were principally in rugby union – the Six Nations Championships, the Autumn series of rugby internationals and the Rugby World Cup. Wales’ Six Nations and Autumn series matches were already shown live in Welsh through its strategic partnership with BBC Wales;

· football and cricket also resonated, but to a lesser extent;

· S4C supported the A-listing of the Six Nations Championship in Wales;
· S4C did not see any need to list non-sporting events, where existing arrangements were adequate. In the absence of other competitive interest they were also acutely aware of the danger of lack of competition for such rights if they were listed from a S4C/BBC duopoly.

2.
Meeting with Football Association of Wales
The FAW was represented by Lawrence St John, its adviser on media rights.
The key points were that:

· The FAW had been with Sky since 20045. Sky owned all the rights to Wales home matches and under-age football from 2008-09 to 2011-12;

· S4C has highlight rights 45 minutes after the final whistle on weekdays and 2 hours at weekends. The deal with S4C was dependent on their proposals for broadcasting local football in Wales;

· 40% of the FAW’s income derived from the Sky deal and competition is crucial. Listing would be catastrophic for football in Wales;
· Moreover, listing effectively taxed the right holder in the absence of compensation for the diminution in the value of rights;

· If Wales matches were indeed of national resonance both BBC and ITV had the means to compete;

· The FAW has a strategic plan which properly balances development of the sport at all levels with broadcast exposure and provided that free-to-air broadcasters continued to pay a fair price FAW would intend to continue to make highlights available to them.

3.
Meeting with BBC Wales

BBC Wales was represented by Menna Richards (Controller) and Nigel Walker (Head of Change and Internal Communications).

The key points were that:

· rugby resonated as no other sport in Wales;

· the biggest single audience in Wales in 2008 was 1m for the final of the Six Nations – which would translate to a 20m audience in England;
· audiences in Wales for matches involving other home countries were higher as a percentage than in the home countries themselves. Rugby therefore resonates in Wales well beyond the national team alone;

· and the average share of the viewing audience when Wales played was over 60%’

· the Six Nations Championship was therefore crucial to BBC Wales;

· the same was true although to a lesser extent of the Autumn international series;

· other sports resonated – football, and other sports involving national teams or with Welsh competitors – but not to the same extent;

· the key criterion for listing should be the involvement of national teams of competitors. Viewing figures alone were an insufficient, as they did not necessarily capture cultural importance;
· the Six Nations Championship should be promoted to the A list. The BBC did not consider that the rights holder would suffer as the event was already broadcast on BBC, with competition for rights from ITV too;

· the Olympics should continue to be A-listed too. Over 40m people were touched by the BBC’s coverage of Beijing;

· given the extent of the BBC’s existing coverage for S4C there would be no added value from listing non-sporting events;
· on broader BBC issues, the BBC had indicated a willingness to submit a bid to the ECB for Test Match cricket, but the offer was not accepted and the BBC could not have matched the eventual £300m price;

· Formula 1 coverage ticked a difficult 16-44 demographic for the BBC, and was part of its broader need to achieve balance;

· Its demographic was not older than that of its competitors, a point which had been made by some contributors to the review so far as a reason why sponsorship was less attractive on free-to-air than on subscription television.

4.
Meeting with Rhodri Morgan, First Minister for Wales
The key points were that:

· There was a sense in Wales that the last review in 1998 was an Anglo-centric one with a genuflection in the direction of Scotland but none to Wales;

· rugby union was a passion in Wales, and home country matches in the Six Nations Championship, as well as the Heineken Cup and European Challenge Cup finals, should be considered candidates for listing;

· But the overriding sense of the Cabinet, whom he had consulted informally, was that the Six Nations Championship should be pre-emptively listed as an A event to ensure its continued free-to-air coverage;

· He had not yet discussed this with David Pickering, Chairman of the Welsh Rugby Union, whom he was meeting the next day;

· He accepted that the corollary of listing the Six Nations Championship was a potential reduction of revenue to the WRU; on the other hand it would increase exposure, particularly to children, and further grow the sport. The evidence was also generally that higher revenue often translated into higher wages than into grass roots investment;

· Otherwise the current listing arrangements were broadly right;
· He would consult the other parties in the Welsh Assembly Government about the possibility of a debate.

5.
Open meeting

The visit concluded with an open meeting to a wider audience invited by the Welsh Assembly Government. This was opened by the First Minister but was very thinly attended by a few Assembly Members and officials. Otherwise those present were largely those seen during the day (S4C and BBC Wales) with representatives of Ofcom and the Welsh Rugby Union (its Chairman, David Pickering).

The First Minister introduced proceedings and expressed his personal view that the Six Nations Championship should be protectively listed.
The Welsh Rugby Union expressed the view that listing would decimate the WRU as a result of the loss of competition for broadcast rights, although he would not share publicly the likely financial loss involved. He cautioned against unintended consequences. The WRU got 25% of its income from the Six Nations Championship and its ability to fund the Millennium Stadium and the grass roots would be severely impacted. Wales had won 2 Grand Slams as well as an Under-20 World Cup and its competitiveness at all levels would suffer, particularly given the financial strength of the French and Italian Unions. He stressed that competition was important although there were no plans top move coverage from free-to-air television, which gave the WRU massive exposure. Listing would also run counter to the Welsh Assembly’s other initiatives to support Welsh rugby and would send mixed messages. 

In wider discussion a contrary view was expressed about rugby’s social responsibilities in Wales towards its grass roots supporters and disadvantaged members of society, including the elderly and the housebound, if there was ever any threat to the free-to-air status of the Six Nations Championship. Rugby needed to be inclusive so that all could share it.
The Ofcom representative made a wider point about listing. People could not have everything they wanted for nothing. There was no entitlement to any free viewing of live sporting events. Ultimately everything needed to be paid for and the BBC and other public service broadcasters could not afford everything. The market and competition should therefore determine the optimal allocation of sports rights. This did not mean that there were not events of national resonance, but it did not follow intellectually that the response should be to make them available free. Half of the Welsh population had access to Sky, and people expected and were used to paying for other forms of entertainment – admission to Wales games at the Millennium Stadium was not, for example, free, so why should it be free on television? The WRU needed broadcast income to develop the sport at all levels.
In this context there was some discussion about universality and a comparison with the NHS, and the point was made that the NHS is only free at the point of consumption but is still paid for indirectly. There was also a qualitative difference between essential health care and viewing sport.

Other points were that:
· if listing was abandoned, Sky would substitute the Six Nations Championship for lesser sports rights in its portfolio;

· on the other hand it did not automatically follow from listing that there would be a loss of value as other public service broadcasters would still compete for the rights;

· listing had produced an equilibrium and the impact of disturbing it was unclear. There were examples of unintended consequences when the European Commission intervened to protect the consumer from the lack of competition in the rights for the English Premier League. The result was to increase the amount paid by subscription channels and an increase in the cost to consumers;

· there was a noticeable gender difference in the range of broadcast sports available, although the Olympics and Wimbledon were gender-neutral;

· there was no view that non-sporting events needed protection through listing.
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