f European Communities
EP

YE¥ EUROPEAN PARLIAMENT

WORKING DOCUMENTS

English Edition 1985-86

30 September 1985 A SERIES DOCUMENT AZ-302/85

REPORT

drawn up on behalf of the Committee on Economic and

Monetary Affairs and Industrial Policy
on the economic aspects of the common market for

broadcasting (COM{84) 300 fin.)

Rapporteur: #Mr 6ijs DE VRIES

PE 98.359/%4n.
Or. En

A Series: Reports - B series: Motions for Resolutions, Oral Questions, Written Declarations, etc. - C Series: Documents received from other Institutions (e.g. Consultations}


User
Rectangle


By letter of 29 November 1984 the Committee on Economic and Monetary
Affairs and Industrial Policy requested authorisation to draw up a report
on the economic aspects of the Commission's Green Paper on 'Television

Without Frontiers" (COM(84) 300 fin).

At its sitting of 14 January 1985 the European Parliament authorised the
Committee on Economic and Monetary Affairs and Industrial Policy to draw

up a report.

At its meeting of 30 January 1985 the Committee on Economic and Monetary

Affairs and Industrial Policy appointed Mr DE VRIES rapporteur.

At its sitting of 10 June 1985, the European Parliament authorised the
Committee on Energy, Research and Technology to submit an opinion to the

Committee on Economic and Monetary Affairs and Industrial Policy.

The Committee considered the draft report at its meetings of 22 - 24 April 1985,
25 - 27 June 1985 and 24 - 26 September 1985.

It adopted it on the latter date with 19 votes infavour, 1against and 4 abstentions.

The following took part in the vote:

SEAL (Chairman), BEAZLEY (Vice~Chairman), DE VRIES (rapporteur),

BESSE, BEUMER, BONACCINI, Mrs BRAUN-MOSER (replacing Franz), CASSIDY,
CAROSSINO (replacing de March), CHIUSANQO, COLLINS (present according

to Art. 93.2), CRYER (replacing Gautier), FALCONER, FILINIS,

Mrs T. NIELSEN, Mrs OPPENHEIM, PAPOUTSIS (replacing Metten), PATTERSON,
Ms QUIN, RAFTERY, ROGALLA, TOUSSANT {(present according to Art. 93.2),
Mrs van ROOY, von WOGAU

The opinion of the Committee on Energy, Research and Technology is attached

to this report.
The report was tabled on 26.9.1985,

The deadline for tabling amendments to this report will be indicated in the

draft agenda for the part-session at which it will be debated.
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The Committee on Economic and Monetary Affairs and Industrial Policy

hereby submits the following motion for a resolution together with explanatory

statement:

B

MOTION FOR A RESOLUTION

on the economic aspects of the common market

for broadcasting in the European Community

having regard to its earlier resolutions, in response to which the

European Commission published "Television Without Frontiers', a Green Paper
on the establishment of the common market for broadcasting, especially by
satellite and cable,

having regard to the Green Paper (COM (84) 300 final),

having regard to the opinion of the Committee on Economic and Monetary Affairs
and Industrial Policy on promotion and development of a European programme
industry (Pt 98.356/fin.),

having regard to the report ol the Committee on tconomic and Monetary Affairs
and Industrial Policy and the opinion of the Committee of Energy, Research
and Technology (Doc. A 2-102/85),

noting that broadcasting is a strategic sector of the service economy of the
European Community offering opportunities for new employment in a rapidly

growing industry,

noting that in particular the cable industry, the satellite industry and the
programme industry would benefit from the establishment of a common market in

broadcasting,

also noting that rapid technoligical change will soon make it possible for
broadcasts originating in any part of the world to be received directly in

Community ®Member States,
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A
.

Supports the initiative intended to establish, as soon as possible,

a common market for broadcasting, especially by satellite and cable;

Points out the clear links between the development of a European

television space, and the encouragement at European level of the new
technologies. Points out, in particular, the need for a joint approach

by the Member States to the establishment of an integrated wide-band
telecommunications network using glass—-fibre technology, which would permit
an enhanced Furopean network for the transmission of data, improve existing
telecommunications services, and help in the development of new services
such as home banking and shopping, and educational and security services,

as well as the provision of more television channels;

Emphasises, however, that the European television project will

have no chance of achieving its fundamental social and cultural
objectives and serving Europe's wider interests unless the

opening up of this market is accompanied by the simultaneous
development of a fully-fledged European communications industry
producing infrastructures and hardware on the one hand and

software on the other. Commercial considerations and the role of
Europe's industries must both be taken into account if this project

is to be a success;

Emphasises the important economic stimulus provided by the research
and industrial activities and services which this new sector could
generate. It also seems clear that, by the same token, great
progress could be achieved in the fields of communication and
reciprocal information and the establishment of a shared culturatl

packground;

Catls on the Commission after consulting the European Broadcasting
Union, to seek the agreement of the Member States on 2 common project

for the development of the second generation of direct broadcasting

satellites;
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14.

11.

Calls on the Member States, acting on & proposal from the Commission,
to adopt a common technical standard for direct broadcasting by satetlite

pefore the end of 1936;

Calls on the European telephone authorities to agree on a common turcpean

system for digital cellular radio for the 1990s;

Requests, as regards (B radio, a full report from the Commission as

to how it intends to respond to the criticisms of the varied ways in
which CEPT Recommendation TR 20 02 has been implemented in Community
member States, and whether it now feels that the interests of users
would better be met by the harmonization of national legislation in
this field as called for in paragraph 10 of Parliament's resolution on

broadcast communication of 30 March 1984;

Makes the general observation that the setting up of a 'television
without frontiers' system in Europe by European industry presupposes,
in view of the scale of investment required, planning a European
project largely financed by the Community, principally through the
NCI and the EIB; considers that it 1s essential for the Community
that this European project 1s undertaken by Curopean industries

both in the interestis of turope's economy, technology and

employment situation and also in view of the cultural objectives

of the project itself;

Considers that great care must also be taken to ensure that the
European "television without frontiers' project does not, mainty
by allowing an excessive amount of advertising on television,
unfairly favour the development of the new media to the detriment
of existing media -~ cinema, radio and the press - which still

play an essential role;!

Requests the Commission to set up an investigation into the competition
policy aspects of cuttent developments in the television market and the

film industry;
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13l

14.

15.

16.

17.

18.

19.

Urges the Commission to follow closely developments in the tele-
communications industry so as to increase its competitiveness and

to avoid distortions of competition from occurring;

Considers that a study of the potential impact on employment of the
introduction of broadband communications is required to ensure that

adequate provision is made for professional training;

welcomes the Commission's intention to submit a draft directive to
harmonize certain aspects of national regulations concerning advertising,
as was called for in earlier resolutions by the European Parliament;
calls on the Commission to submit this before the end of the year;

Emphasises that only the absolutely necessary minimum of harmonized
rules should be aimed for; and that detailed control of advertising
should continue to be carried out at national Level, paying attention

to the variety of culture and taste in the Member States;

Observes that over rigorous controls on advertising will merely have the
effect of encouraging the establishment of broadcasting stations outside
the Community's judicial area, with a consequent lLoss of revenue to

Community established broadcasters;

Believes that the draft directive should contain a clause to the effect
that the amount of time given to advertising should not be so great as
to detract from the value of the programmes as a medium for information,
education and entertainment; bearing in mind however, that there could
well be development of stations carrying primarily advertising in the
same way as certain newspapers and magazines are bought mainly for their

advertising content;

Agrees that Member States should remain free (a) to fix the time of day when

broadcast advertising should be allowed; (b) to prohibit domestic advertising

on Sundays and public holidays, and (c) to allow commercials to be positioned
in natural breaks of a programme, provided cross-frontier broadcasting from
other Member States is allowed at any time;

Does not consider it necessary to impose a maximum duration of three minutes
on individual advertising spots and a maximum of twelve minutes on advertising

slots;
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20.

21.

22.

23.

2h.

25.

26.

27.

Emphasises that advertising should be clearly recognisable as such, should be
clearly separatec from programme material and should not be allowed to
influence programme content, nor dominate the programmes;

Requests the Commission to investigate under what circumstances sponsorship
should be allowed, on the basis of the principle that the responsibility
for the content and the transmission of programmes should remain with the
oroadcasting organisations;

Agrees that tobacco advertising in broadcasts should be banned throughout
the Community;

Agrees that alcohol advertising would be permitted in cross-border advertising
but tha@ Member States should be free to impose tighter controls on broad-
casts first transmitted in their country;

Considers that the nosition of daily and weekly newspapers should be taken
into acount in regulations on advertising, with particular reference to
advertising revenue;

Agrees that a Community-wide code of practice on the content of broadcast
advertising to be applied in the country of original transmission should be
established, notably on the basis of the International Chamber of Commerce's
International Code of Advertising Practice;

Notes that, to satisfy the needs created by the increasing number of tele-
vision channels in Europe, the Community should promote the development of
a European programme industry to avoid further reducing its own productive
potential to the advantage of non-European programme makers;

Is in favour of voluntary contractual licences to enable free transmission
of broadcasts ascross frontiers wherever possible; only where the absence of
such licences is a real obstacle to cross frontier cable distribution of
television programmes, Member States should be obliged to remove these ob-
stacles by any effective means.
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29.

30.

Calls on the Commission to report back to the Parliament on how it intends to
remedy the lLack of statistics and data at European Community Level on
industries and services related to the common market for broadcasting, such

as television and radio and information market services, and the film and
video, advertising and cable and satelite industries. Believes that comparable
statistics on numbers employed in each sector, investments, shares of GNP and
other important indices, are essential, in what will increasingly be one of

the growth areas of the European economy;

Is concerned at the danger that programmes will be pirated and rebroadcast
by stations established outside the Community judicial area, and calls on the

Commission to negotiate international agreements whereby this can be prevented;

Instructs its President to forward this resolution, together with the accompany-

ing report by the committee responsible, to the Council and Commission.
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Explanatory Statement

On 12 March 1982, the European Parliament adopted a resolution on radio
and television broadcasting in the European Community in which it considered
"that outline rules should be drawn up on European radio and television
broadcasting, inter alia with a view to protecting young people and
establishing a code of practice for advertising at Community LeveL“1. In
response to this resolution, the European Commission first published an

interim report, entitled "Realities and tendencies in European television:

perspectives and options"z.

In two further resolutions, adopted on 30 March 1984, Parliament
reaffirmed its position, calling on the Commission and the Council "to provide
a reliable legal framework in which to implement the principles of the Treaty
of Rome applicable to the subject, particularly ... freedom to provide
services"3. Acting upon Parliament's request, the Commission published
"Television Without Frontiers", a Green Paper on the establishment of the

common market for broadcasting, especially by satellite and cablea.

The Bureau has requested the Committee on Youth, Culture, Education,
Information and Sport to draw up a report on the cultural and information
aspects of this Green Paper. It further decided to mandate the Committee on
Economic and Monetary Affairs and Industrial Policy to make an initiative
report on the economic and industrial aspects of "Television Without

Frontiers".

After assessing the economic importance of a common market in
broadcasting, this report will discuss the major technical and legal obstacles
that stand in the way of its establishment. It will then turn to the
initiatives envisaged by the European Commission to create a common market for

broadcasting.
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I. Industrial aspects

Three sectors of industry stand to benefit significantly from the

. establishment of a common market in broadcasting: the cable industry, the

satellite industry, and the programme industry (notably the film industry).
There is a symbiotic relationship between the three. Each sector stands to
gain from a healthy development of the other two.

To move up the speed of cable penetration in Europe, television programmes
must be provided to subscribers in sufficient quality and numbers. With the
aid of direci broadcasting and communications satellites, more and better
programmes can be made available. For the growth of the satelite industry,
notably in the field of direct broadcasting, it is important to ensure demand
from consumers for the programmes and services offered. Until sufficient
numbers of individual and community receivers for direct satellite broadcasts
are available, cable networks can help to secure the financial viability of
satellite projects. Finally, the European programme industry, faced with
fierce competition from non-tEuropean (mainly American) programme providers,
could draw major benefits from a wider, cross-border dissemination of its
products with the aid of satellite and cable.

In the following paragraphs, these three sectors of industry will be
looked at in turn. First, the role of cable and satellite industry in the

establishment of new information networks in Europe will be discussed.

The European Community has a strong base of traditional information
services. The media generate 1.5 to 2 % of the Community's gross national
product and employ 1 % of the labour forces. The publishing sector alone

employs around 1 million persons and had revenues in 1982 of some 30 billion

ECUsé.

The development of new technologies, especially regarding cable and
satellite, increasingly leads to the "migration™ of these traditional services
to electronic media, for instance electronic publishing, electronic document
delivery, online bihiographical retreaval, etc. Some of these areas promise

to be of significant economic importance in the coming decade; according to
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10,

Commission estimates, the Community electronic document delivery market for -
specialized informaticn alone may represent some $900 million by 19907. The
information services sector now embraces a wide range of participants,
including Llibraries, publishers, computer service bureaux, data base
producers, cable network operators, distributors of information via the mass
media and the users of all these. Much as computing and communications have
merged in the past ten vears, will broadcasting, computer services and
communiications converge in the years to come. The convergence of data

transmission and mass media communication channels on satellites may serve as

a prime example,

Broadcasting is a strategic sector of the Community's service economcy.
Cable and satellite play an important role in developing Europe's
communications infrastructure, As is rightly pointed out in the Interim
Report and the Green Paper, broadcasting satellites and cable are technigues
which, individually but above all jointly, make it possible simultaneousily to
transmit vast quantities of information and TV programmes over long distances.
Provided & vable netuwork has been properly designed, in particular with the
use of optical fibre technology, not only a large number of television
channels can be provided, but also interactive services. Subpscribers will
ther be offered the cpportunity to use their television set to pay bills, buy
geods, register their opinion, enquire about train times, book a hotel or bet

on & horse, to name some examples.

table systems, however, tend to be profitably operated only in areas with
sufficient subscription density. Sparsely populated areas will therefore
narticularly benefit from the arrival of direct broadcasting satellites.
furthermore, the pace of cable penetration is steady, but stow. According to
the latest figures, the percentage of French households Linked to cable will
rise from 2 % at present to 4.5 % in 1989. The figure for Britain is likely
to rize from S % to 6.5 %, and that for the Federal Republic from 4.5 % to
12 %. In 1995, the percentage of European households linked to cable will
probably be in the order of 17 %, up from 8.5 % at present. The number of
romes with dinteractive cable will be even smatLergu In other words, the
rumber of homes with a cable connection in five years time is unlikely to

excead one Tifth of the 126 million homes in the EC, Direct broadcasting
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13.

satellites therefore have an important role to play, because they can reach
the remaining households. DBS will also give a better gality television
picture, and will Lead to the introduction of multilingual dubbing and

subtitling, as well as a broad range of new services.

Next to television programmes, as many as 20 new information services may
lend themselves to delivery by satellite in the 1990%'s. Video communications
by satellite for large companies and governments could be a major market
opportunity. Such private broadcasting, particularly for training, could be
cheaper than physically distributing large numbers of video tapes. The other
main service that satellites could bring will be electronic delivery of
newspapers direct to the home. This would enable consumers to select
different pages from a number of newspapersg. Market surveys carried out for
the European Space Agency have shown that the business world is also
interested in providing telesoftware to home computers, and high speed
videotext broadcasting information on financial data, sports results, the
weather, travel news and timetables. Here, too, there is evident convergence

between broadcasting and information services.

Cable and DBS are complementary technologies. This is not only true to
the extent that direct broadcasting will be available in areas that are not
yet cabled., In yet two more respects can cable and DBS be seen as
complementary, and even mutually supporting technologies. First, there is the
question of costs. Until more satellite TV channels become available and the
price of satellite receiving equipment will come down, the cost of buying a
dish antenna will far exceed that of 3 cable subscription. Cable can
facilitate satellite reception at an acceptable cost for the user, as well as
offer various other programmes and services, not available on sateliite.
Satellite exploitation could thus benefit from the expansion of cable
networks. This is particularly important as long as the European market in
dish aerials and related electronics is in its early yvears (estimated turnover
in 1987: £150 - £200 million) C.
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15.

16.

Reciprocally, the broadcasting satellites will provide the cable networks
with programme material for redistribution to the public. This will in turn
facilitate the exploitation of cable networks, which will need time to develop

enough programmes and to market interactive services.

I1. The need for a common market

As the Commission points out, a major hindrance to the development of a
European market in information services is the difficulty of achieving
economies of scale. The fragmentary effect of the many differences in
national requirements, legal as well as technical ones, renders potential
information service providers reluctant to make the necessary investments.
Whereas the USA and Japan have large home markets, restrictions and
uncertainties about government policies fragment the Community market. This
is to the detriment of new services, such as electronic publishing. These
services must often operate internationally in order to be viable (due to high
set-up costs) and in order to meet competition from abroad (since data

networks encourge trans-border data fLows)11.

The price the Community is paying for the absence of a common market is
rapidly increasing European markets in telecommunications and broadcasting are
expected to grow only 6.7 % a year from 1982 to 1987 (from $12.5 to $17.2
billion in 1979 dollars). This compares with annual growth rates of 7.8 % for
North America (from $19.9 to $ 29.1 billion) and 10.1 % for Japan (from $ 11.8
to § 19.1 biLLion)12. Europe's comparative strength, already modest (see
table), must be expected to decline even further, unless immediate and

farreaching steps are taken.
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Comparative assessment of the strengths in

information technology

Japan us W. Europe
Computer technology
Fifth-generation computers A B B
Super computers A A C
Mainframes A A o
Mini-computers B A C
Personal computers A A C
Software C A A
Semiconductor technology
VLSt A B c
Microprocessors B A C
Production and testing equipment B A C
Next generation devices A A o
Communications technology
Optical fibres A B C
Optical public communications network B A o
Semiconductor Llasers A A c
Digital electronic exchanges B B A

In ascending order of strength: C B A
Source: Published by Ostasien Institut B.V. in "Implications of the

Industrial Strategy for the Community Office Automation Industry", 1983
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17.

18.

19.

20.

To make matters even worse, European industry in these circumstances is
simply unable to build up an export potential funded on lLarge home markets for
advanced equipment and services. EC products turn out to be inappropriate,
for example, for American markets, shaped by city administrators, demanding )
highly sophisticated services, such as 48~, 40~ or even 100~channel, or
two-way cable systems, with special channels provided free of cost for city
government, educational, legal, and medical institutions, and - at extra
cost - insurance, shopping, fire and burglar alarm services13.

The European Commissin estimates that for viable information and
communication networks to be established throughout the Community, investment
in the order of over 100 billion ECU in the EC as a whole will be required14.
The main beneficiary will be the telecommunications industry as a whole,
including the cable dindustry, communication engineering, information

technology and the electronic components industry, as well as the aerospace
industry.

Such staggering investment cannot conceivably be financed unless private
demand can be stimulated. Paradoxically, however, the information revolution
generated by the Latest developments in satellite and cable technology is
entertainment-led. It is demand for more and better television programmes
that provides the biggest financial incentives to the cable and satellite
industry; not interactive services. This phenomenon is particularly evident
in countries like the United Kingdom, where the laying of wide~band cable
systems with two~-way communication capability is not heavily sponsored by the
governmeni. Unless cable operators provide subscribers with what they want to
see, citizens will either disconnect (at great cost to cable providers) or
they will not subscribe to cable services at all. The availability of
sufficient programme material at the right price is therefore of prime
importance. There is a clear demand from consumers to be provided with a

wider choice of programmes at minimum cost.

Yet here lies a major problem. At present, the four largest Member States
produce around 1 000 to 5 000 hours per year of films, TV films, series and -
documentaries. As the Community enters the 1990's, demand for such products

is expected to rise to 300 000 - 500 000 hours. Assuming that 50 % will be
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21.

22.

23.

2h.

bought from non-EC countries and that 25 % will be repeats, the European
programme industry will have to produce between 75 000 and 125 000 hours of
material15. In terms of cost, however, and due to its smali home markets, it
is a tall order for the European programme producers to compete with their
American counterparts. Compare, for example, the £200 000 production cost for
an hour of UK-produced popular drama with the £25 000 an hour for which the

BBC and ITV could buy a peak-time series which costs $1 million per hour to

produce in the USA 16.

If EC Member States want their film industry to compete with that of the
United States, they will have to provide EC film producers with a sufficiently
Large home market. The availability of a wide variety of foreign programmes
across frontiers is therefore of great importance to the European film
industry. As stated earlier, this will also provide a significant incentive
for viewers to contribute to the costs of laying cable and developing

satellite broadcasting technology.

For the development of a new information infrastructure in the European
Community, therefore, as well as for the future of the European programme

industry, a common market in broadcasting is indispensable.

This is all the more necessary as both the lLaying of high quality cable
and the launching of direct broadcasting satellites have incurred significant

delays in recent years.

In france, at the end of 1985, about 700 000 homes will be connected to

17

cable, rather than the 1.4 million foreseen in the Plan Cable . Only

recently have decisions by the city authorities of Rennes, Paris and
Montpellier to join with the PTT in constructing fibre optics neworks restored
faith in the future of French cable. In the United Kingdom, concern over the
slow pace of cable penetration has prompted the government to allow
individuals and businesses such as hotels to set up satellite receiving
equipment. By liberalizing the rules on satellite master antennae television
(SMATV), the British government hopes to provide an interim market for the
cable programme providers until a significant proportion of the country is

cabled. In Germany, where less than one million homes have so far been
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26.

cabled, a similar liberalisation of SMATV is expected, notably to provide the,

SAT 1 satellite channel, in which German publishers invested heavily, with
sufficient audience capacity.

Similar difficulties beset the satellite industry. Only the French TDF-1
satelfite will be launched according to plan, on 7 July 1986. It will
probably be followed by the Olympus satellite in July 1987. The German DBS TV
SAT, postponed several times, is now fTinally due for launch in 1987. A
Luxembourg satellite system is being planned for mid-1987; two earlier
Luxembourg efforts to get a satellite system going have foundered. In the
United Kingdom, plans to set up a direct broadcasting satellite project have
been abandoned for the time being. The importance of this decision is
immediately evident if one realises that in Britain's DBS project alone, an
estimated 20 000 potential new jobs were at stake18. Finally, the Irish
government has postponed a decision to launch an Irish DBS system. The recent
stark increase in the premium rates for launch insurance - this year the

failure rate of satellites launched has been one in three - will do little to
improve prospects.

In this light, the proposal of Eutelsat's Secretary-General Caruso that
European governments should join forces rather than run a number of different
systems, requires careful consideration. To make the second generation of DBS
financially viable, Mr Andrea Caruso proposes to develop only one system,
Eurosat. He also wants to put only two satellites in orbit as of 1992, and to

operate only one satellite and communication control centre and one single

management entity19.

In the immediate future, however, the establishment of a common market in
broadcasting, making television programmes available throughout the Community,
is necessary to stimulate demand from viewers for the TV productions available
on satellite, thereby facilitating a healthy development of the satellite
industry, as well as to provide the cable industry with sufficient programme

material to be able to attract subscribers.
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28.

9.

30.

3.

32.

A number of obstacles still block the establishment of a common market in
broadcasting. To these we now turn., First, the lack of common technical
standards and various competition aspects will be discussed — subjects to
which the Green Paper devotes scant attention. Subsequently, the legal

initiatives proposed by the Commission will be commented upon.

111, §£§Edards

For the development of the information industry, common technical
standards are essential. One of the main consequences of the Lack of such
common standards in the EC is that it takes much more time in Europe to
produce equipment meeting the various national specifications than it takes in
North America: 60 months and 24 months respectivelyzo.
The importance of common norms and standards is well illustrated in

Europe's fragmented TV market, where Philips has to supply over 100 different
21

types of television sets to meet differing European standards

The existence of the rival PAL anad SECAM standards for colour television
within Europe has been a classic example of what should be avoided in future.
With the development of the MAC (Multiplexed Analogue Component) technique of
broadcasting TV pictures, the opportunity is there to agree on a new and
improved standard for use throughout Europe in the era of cable and satellite

broadcasting. Nevertheless, there is still no agreement on whcih MAC standard

to adopt.

The UK government is in favour of the C-MAC standard which is apparently
good for satellite broadcasting but less good for narrow-band cable television
networks. The European Association of Consumer Electronics Manufacturers
(EACEM), however, adopted a resolution in October 1984 supporting the rival
h~-2 MAC/Packets standard for direct satellite broadcasting. This was
unanimously adopted with the exception of the UK representatives.
Subseguently, the French government has supported the adoption of D-MAC as

well, and the German government followed suit. The difference between C-MAC
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33.

34,

35.

36.

and D=MAC is not very greet, but (~MAC permits 8 digital sound channels and.
D~MAC only 4, British engineers also maintain that C-MAC would permit easier

upgrading for wide-screen broadcasts.

There are other MAC variations besides (-MAC an D-MAC, such as the more
advanced B-MAC, and also E~MAC. The Japanese are developing their own NHK
high definition standard. There is thus considerable uncertainty in this

area. Some countries may wish to wait until & fully digital standard is
economically feasible.

The issues posed are those that often arjse in standardisation. One
standard may represent the best immediate option, while another may cause more
problems in the short term but offer better long—term possibilities. But in
the longer term, other technical solutions may be even better. Again,
adoption of a European standard quickly could sct as a commercial weapon
against Japan. Conversely, failure to adopt a European standard could result
in the dominance of Japanese standards. The question of uhich is the best
economic and technical solution must stitl, therefore, be resolved,

Continuing delay, however, is highly undesirsble. 9ne Euroean standard should

be chosen as soon as possible.

Much the same applies to cellular radio, Cellular radio systems are at
present mainly being produced for private dispatch services - taxis,
courriers, local delivery - and for public utilities - firebrigades,
ambulances and police. They are likely to create & substantial new market for
the electronics industry; not just in the form of portable telephones and car
telephones, but also in sending computer data to mobile terminals using the
cellular system. HWorlduide revenues are expected to exceed $5 hillion a year
by 1990. The American consultancy agency Arthur D Little estimates the
potential demand for cellular radio in Europe at 2.6 to 3.8 million sets by
199222,

One factor impeding a healthy development of cellular radic in Europe is |
the existence of a number of different stendards:
=~ the Nordic Mobile Telephone system (NMT) of Ericsson, accepted by the

Benslux countries;

-
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37.

38.

39.

40.

- the AMPS system developed amongst others by Motorola in the United
States and adopted by the United Kingdom; and
~ the MATS-E system developed by (IT-Alcatel which has not yet found major
customers and was rejected by the Dutch and German government323.
Meanwhile, France and Germany are going ahead with two different systems:
the Bundespost will introduce the C-Network developed by Siemens, and in
France Matra will introduce the Radiocom 2000 systenm.

It need hardly be mentioned that a similar failure to agree on a joint

European system must be avoided when digital cellular radio will be introduced
around 1990,

1V. Competition policy aspects

The new developments in the television sphere, in particular the spread of
cable TV and the development of DBS, are already leading to new patterns of
media ownership. New issues are thus raised in the field of competition
poticy:

- what are the consequences of granting local monopolies to cable systems
operators? Could they also be programme providers or should the two
functions be separated?

- should there be tighter criteria evaluating concentration in the TV
field than in the newspaper or publishing fields?

-~ Should there be criteria for evaluation undesirable degrees of

concentration as a result of increasing cross—ownership in the media?

These are not mere theoretical questions. Increased concentration in the
cable industry is a highly likely development. Already in the United States,
the financial uncertainties involved have tended to leave the larger multiple
systems operators in a dominant position. In 1984, for instance, it was
estimated that of the nearly 5 000 cable systems in operation, the top 50

alone account for 65 % of all subscribers, and the top ten for a remarkable
o2k

40 7% Similarly, out of the proliferation of private TV companies in Italy
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44,

after the ending of the RAI monopoly, a large number have disappeared, and of
those who have survived, the de facto national private networks of Silvio

Berlusconi have achieved a clear dominance.

Considerable publicity has also been given recently to certain newspaper
magnates® efforts to move into the television market, such as Robert Hersant
with his proposed European Channel, and above all Rupert Murdoch with his
increasingly successful Sky Channel in various European countries and with

recent purchase of TV companies in the United States.

There has also been considerable concern in the US about the problems
nosed by vertical integration, such as where a2 multiple system operator (MSO)
also has programme service interests. This carries the danger "for one MSO to
carry his own programming but exclude that of a rival service provider®, and
“for a system operator's local monopoly to effectively give him the ability to
datarinine what cable services will or wil not be made available to
subacribersgswa To guote a specific example, Times=-Mirror, TCIl, Cox, and
Stoerer introduced their Spotlight pay channel finto their own cable systems in
1928182 by compulsorily switching subscribers from rival film services HBO,
Showtime and the Movie Channel, these being removed for a time from the

26

services on offer®

Statistical data on media concentration in Europe as a whole is notable by
its absence. The Commission did procure some studies on neuwspaper
concentration from outside experts a few years ago, but these are of Llittle

practical use in evaluating the above trends.

A Council of Europe study27 identifies four tendencies leading to greater
control of markets by the leading communications groups:

- jintegration, within the same branch, of software (programmes) and
hardware (equipment) manufacture;

- control, from production to the distribution stage, of cinema, video,
musical publishing and book publishing;

- association with interests outside the communications sector, such as
banks and para-financial companies;

- association with companies in the data—-processing sector.
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45.

46,

47.

49,

Clearly, there should not be too restrictive a policy at Community Llevel,
Indeed, the new trends in television open up great new possibilities for new
TV operators, programmers and film makers. Nevertheless, criteria should be
developed for evaluating possible threats to competition in such a

fast=evolving field.

As for the film industry, the Commission may in particular want to look
into the dominant position of a number of large American distribution
companies on the European market. In exchange for box-office films, these
sc-called majors require cinema managements to take all other films for which
they hold distribution rights.

Finally, criteria should be set with respect to the telecommunications
industry. Recent interventions by the Commission and the German Ministry of
Economic Affairs have prevented the Bundespost from extending its
telecommunications monopoly to cordless telephones. The Commission should be

equally alert to prevent similiar developments in future.

V. Legal aspects

The main part of the Green Paper is devoted to a thorough and convincing
analysis of the role of the EEC Treaty in cross—border broadcasting. After a
detailed examination, the Commission cncludes that on some aspects of
cross=~border broadcasting, the national rules must be aligned. These aspects
are: advertising, the protection of minors, the right of reply, and copyright.
0f these aspects, advertising and copyright fall within the scope of this
report; the other aspects will be treated in the report by the Committee on

Youth, Culture, Education, Information and Sport.
First, the relevant Treaty provisions will be briefly commented upon.

Following this, the Commission's proposals concerning advertising and

copyrights will be examined.
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51.

V.1 General Framework

Articles 59(1) and 62 of the Treaty of Rome aim at creating a common
market in services. Article 59(1) requires that restrictions on the freedom
to provide services within the Community be abolished; article 62 prohibits
the introduction of new restrictions. These provisions apply to television
signals, as in the Sacchi case the Court of Justice ruled that broadcasts come
within the rules of the Treaty relating to services. As a rule, therefore,
all restrictions on freedom to braodcast across the frontiers of the Member
States are contrary to European law. The Treaty and the judgements of the
Court only allow for narrow exceptions to this principle.

A. First of all, discriminatory restrictions on foreign broadcasts are
prohibited. The broadcasting, reception and retransmission of foreign
programmes may not be subjected to more stringent conditions or less
favourable treatment than is the case with domestic programmes. Exemptions
from this principle are allowed only on grounds of public policy, public
security or public health (articles 56(1) and 66).

Exemptions on grounds of public policy, however, may not be based on
economic considerations, the very subject matter of the provisions of the
Treaty. So, for example, discrimination against foreign broadcasts containing
advertisements in order to protect the advertising interests of national
broadcasters is not permissible. Furthermore, exemptions on the grounds
mentioned in articles 56 (1) and 66 may not be broader in scope than is
allowed under Article 10 of the European Convention on Human Rights. That is,
they must be "necessary in a democratic society”. Finally, such exemptions
can only relate to the reception and/or distribution of broadcasts; the
freedom of nationals to transmit broadcasts which can (also) be received in

another Member State may not be restricted even by way of exception.

The practical consequences of these principles are profound. For example,
Member States are not allowed to Limit the retransmission of foreign
broadcasts to a maximum percentage of broadcast time, Neither is the prior‘
consent principle in the final act of the World Administrative Radio
Conference of 1977 compatible with the Treaty.

- 25 - PE v8.359/f1in.



52.

53.

54.

55.

8. Articles 59 and 62 prohibit not only discriminatory, but all other
restrictions on the freedom to broadcast across frontiers of the Member States
as well. Exceptions to this principle may be justified on the grounds
mentioned in Article 56(1), as well as on grounds of general interest, as the
Court stated with respect to national broadcast advertising rules (Debauve
case), or on grounds of Literary and artistic copyright (Coditel I case).
These exceptions, too, must not be broader in scope than is allowed under
Article 10 ECHR.

The two Court judgements referred to above have the effect of postponing
the free movement of numerous broadcasting services until the different
national provisions will have been harmonised. Only thus will it be possible
to create a genuine common market in broadcasting. In its Green Paper, the
Commission therefore announces its intention to submit draft directives with
the aim of harmonising existing rules with respect to advertising and
copyright.

V.2 Advertising

In announcing its intention to submit a draft directive to harmonise
advertising regulations, the Commission is not only acting upon a Court
ruling. It is also acting in response to resolutions adopted by the European
Parliament, in which Parliament called for advertising to be subject to legal

regulation, by means of the approximation of legislation through Community

directiveszs.

such harmonisation efforts are indeed urgently required in view of the
present exotic variety of national rules concerning broadcast advertising. To

name but a few examples:

- positioning of commercials in natural breaks of programmes is only
tolerated by five States: Greece, Ireland, Italy, Luxembourg and the UK.
Sponsoring of TV programmes is only possible in two countries, Italy and

Luxembourg, and in Germany only on private (commercial) TV. Advertising
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on Sundays and public holideys is banned in four couniries: Germany.
Greece, Italy and the Retherlands. Germany sontinues te bhan it on
public TV, vet the Lander permit it for commeccial TV}

~ three countries Limit advertising to specifis pertz of the dav: France,
Germany and the Netherlands, though German private stations can
advertise around the clock:

- there are bans on advertising for the printed media, immovable property
and margerine in France; for contraceptives and games of chance in
Ireland;: for arms, slimming preparations, recording fapes, motor cars,
motor cycles, boats, jewellery, furs, games of chance, horse racing,
money lending, marriage bureaus, holiday companies, the printed media
and pet foods in Italy for RAIL, and for correspondence courses and sugar
confectionery in the Hetherlands;
= tobacco advertising is restricted everyvhers, but in Belgium, france
Ireland, Italy and the Netherlends, the restriction on advertising not

only covers cigarettes, but all tobatco products;

B

=~ France s the only country to restrict advertiging Vor alosholic drinks
by law. Advertising for whisky, vodka and gin i1s completely forbidden.
in other countries, the advertising of alcuohol is subiect to sometimes

very detaited codes of conduct which differ in content. For example,
beer and wine may not he zdvertised in irsland befo 7.00 pow.; in

Spein drinks with wmore than 23 ¥ mey be advertised only aftar 9.30 puom.

In Portugsl all alcohoiic drinks may be advertvised, but again only after

as real barriers to transhordsr television if
they are enforced not only on netional broadeasting, but on Torelgn programmes
too. It it obuvious. howvever . that 1t would be politically impossible to

4

achieve ddent: ions on all these points in all countries of the

,.,.

regulat
Community. Suci lagel perfectionism i not only undesirahle, it is even
unnecessary. In the Green Paper, a much more modest and prudent approach is
put forward,
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58.

59.

The Commission proposes that existing restriciions be removed by the

introduction of & harmonising directive laying down minimum standards o be

complied with in all Member States. Adveriisements uhich meet those mindmum

standards must be allowed to be roceived in all Member Staotes.

Such a harmonising directive will he important to consumars in that 1% will
ensure protection against a surfeit of advertising and agalnst abuses, for
the advertising industry the main advantage will be that the planning of

advertising (especially across frontiers) will be siwmolitied, so that trade

goods and services across frontiers will be increased.

Advertisers have long maintained that Europe needs more commercial airiime.

The existing controls restricting the use of television as an advers

300
medium may in their view be inhibiting economic growth in the nountries
affected. It has been stated, for example, "that many tompaniés are simply
not prepared to risk launching new products in a number of Furopesn markets

because of ths

Hl

Lack or absence of commercial television airiime. ©Ff the
twelve Europeszn couniries in which YBR operates only in the UK, Austria anu

. . . . . : 5 29
pain were advertisers able to obtain snough airtime for their campaigos®

ir this Light 4% 1s not surprising that Eurcopesn business and indusiry are

in the advertising opportunities offerad by the various DET and

commuinications’® satellite projects presently under consideration in

ance,
the FRG and other European countries. A recent survey suggests that the 20
tep Community companies are prepared to spend 5 %4 of their current advertising

3 ‘. ) .
on TV commercials on satellite networks™ . J. Walier Thompson estimate

notential TV advertising expenditure in the EC at between 2.4 and

. 3 . . . L
dollars oer annum™ . The European Commission in 1ts

puts the additional potential at between 3.5 and 7 billion ECU

The rapporteur agrees with the Commission that harmonisation will have 1o De
achieved in three areas : the rules concerning advertising time, the
regulations concerning the relationship between advertising and programmes,

and the restrictions imposed on certain products (tobacco and alcohol),
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63.

64.

45.

66.

In all of this, it is important to bear in mind that - as indeed the

Commission itself accepts - only the absolutely necessary minimum of
harmonised rules should be aimed for.

Obviously, the rules concerning advertising time can be a special barrier
to cross—border broadcasting. In the Member States, different rules at
present apply to total broadcasting time, advertising on Sundays and public
holidays, the times at which advertising is broadcast, and on the length of

individual spots or commercial breaks.

The Commission proposes to restrict the total time for advertising to 20 %
of the total amount of broadcasting per day. Broadcasting organisations would
of course not be obliged to use the full amount of advertising time permitted.
Member States would have to accept a maximum level of 20 % broadcast

advertising in cross—-frontier broadcasts.

It would appear that such an upper limit, to be applied not only to
foreign broadcasts but also to domestic ones, is not indispensable to further
the Commission's aims. A general clause, to the effect that the amount of
time given to advertising should not be so great as to detract from the value
of the programmes as a medium for information, education and entertainment,
would appear sufficient, provided programmes allowed in one country would not
be banned when retransmitted in another state of the Community. Experience

suggests that under such a clause, the 20 % Limit will hardly ever be
obtained.

The Commission rightly proposes to allow Member States to fix the time of
day when domestic broadcast advertising would be allowed and to prohibit
domestic advertising on Sundays and public holidays, provided cross-frontier
broadcasting from other Member States is tolerated at any time. Member States
should also be free to allow commercials to be positioned in natural breaks of
a programme. From a Community point of view, the possible distortion of
competition which may result from differences in these regulations does not

appear inacceptable. n
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67.

68.

69.

70.

71.

Measured by the same standard, however, the Commission's proposals to
impose a maximum duration of three minutes on individual advertising spots and

a maximum of twelve minutes on advertising slots do not seem necessary.

The Green Paper rightly emphasises that advertising should be clearly
recognisable as such. It should be clearly separated from programme material
and should not be allowed to influence programme content, nor dominate the
programmes. As for sponsorship, a particularly important principle must be
that the responsibility for the content and transmission of programmes should

remain with the broadcasting organisations.

The Commission proposes to ban advertising of tobacco products on radio
and television throughout the Community, as is already the case in most Member
States. Alcohol advertising would be permitted in cross—border advertising
but Member States would be free to impose tighter controls on alcohol
advertising on brecadcasts first transmitted in their country. At present,
advertising for alcoholic beverages is not prohibited anywhere in the

Community, except in France by law.

The Commission further proposes a Community-wide code of practice on the
content of broadcast advertising to be applied in the country of original
transmission. The code would be based on principles common to most Member
States. These would be allowed to rely on existing monitoring arrangements,
whether of a voluntary or a statutory nature. The Commission suggests that
this code of practice should contain standards relating to children and young

people, and to alcoholic beverages, as is already the case in some Member
States.

As for the general standards such a code is to include, the International
Chamber of Commerce's International Code of Advertising Practice should
provide a starting point. In this area, as indeed in all legislative
activity, the Commission would be wise to head its own call for only the
absolutely necessary minimum of rules. It is questionable, therefore, if more

than a simple reference to the ICC code is called for.
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72.

3.

T4,

75.

V.3 Copyright

Broadcasting involves a variety of aspects of copyright. Copyright and
related rights are regulated in all Member States, but are divided N
territorially, being governed by domestic lLaw in each country. Cross-frontier
broadcasting could obstruct the exercise of such rights, and in the case of
unauthorised broadcasts could infringe them.

To overcome these obstacles, the Commission proposes a mechanism of
statutory licencing. Under this system, rights holders would not be able to
block redistribution by cable operators in another Member State. They would,
however, receive a right to equitable renumeration.

This arrangement does not appear to strike a balance between the freedom
to broadcast across frontiers and the legitimate rights of copyright owners.
There would be Little scope for discussions between the parties and both cable

operators and copyright owners must accept the decisions with respect to the
level of compensation.

A different solution has been suggested during last year's congress of the
Fédération Internationale pour le Droit Européen (Den Haag, 19-21 September
1984). This would be in principle to set up a system of voluntary contractual
Licences, whereby the cable operators would negotiate with the copyright
interest groups. If after a predetermined period no contractual Llicence had
been agreed upon, a licence would be issued on a statutory basis.
Alternatively, provisions for arbitration might be made. Such arrangements
would appear to be better suited to reconcile the liberalising principles of

the Treaty of Rome with the need to protect rights' holders.
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OQPINION

(pursuant to Rule 101 of the Rules of Procedure)

of the Committee on Energy, Research and Technology

draftsman: Mr SCHINZEL

At its meeting of 30 January 1985 the Committee on Energy, Research and
Technology appointed Mr Schinzel draftsman of an the opinion,

The draft opinion was considered by the committee at its meeting of 23 April
1985. On 21 June 1985 it adopted the conclusions with 9 votes in favour and
one abstention.

The following took part in the vote: Mr PONIATOWSKI, chairman; Mr SCHINZEL,
draftsman; Mr BONACCINI (deputizing for Mr IPPOLITO), Mr FORD (deputizing for
Mr LINKOHR) , Mr KILBY, Mr KOLOKOTRONIS, Mr MALLET, Mr RIGO (deputizing for
Mrs LIZIN) , Mr TOKSVIG and Mrs VIEHOFF.)
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New technologies in the media - social implications

The first decisive steps towards savellite television (Ariane and the
development of satellite techroloy ;% ware taken in the 1960s and 1970s,
without any idea of the desirsble or undesirable social effects it might
have. The cultural, economic and cuoinvaent dimensions of these
decisions were neglected, and thnerz was o orocess of consultation with
the general public as to policy chiectives, The decisions were made by
axperts on technological and economic grounds without regard for the
implications in other areas of scciety. arother factor is the electronicy
industry®s desire to open up new growth areas. :

It is therefore not surprising that many developments in the media today
appear to occur by force of circumstance, and that all that can be done
is to make them more or less bearable.

thereby pushed on to the

Both the general public and peoliticians are
sion that they are simply

defernsive and inevitably give the impres
trailing along behind technological zdvan

It will be a guiding principle of future work by the Committee on Energy.
kResearch and Yechnology that the implicstions of new technology should be
assessed before the technology ¢ introduced, so that responsible
political decisions can he taken,

Given the expansion of cable networks in the (ommunity countries, for
example, there is now g need for data protection regulations to protect
the consumee and kis or her privacy.

The mass media ang Informaticon must not be viewed only from the point of
view of technnlogy and the marks They are of central importance in
iaping public opinion on golitical issues snd in the working of
dewocratic processss.  In futurs, theretfore, access to information must
not be dependent on incomes levels,

The Commission’s Green Paper takes as read the technological facilities

rnow available (wide-hand cabling and sateliite technology) and does not

question them. Instead it looks at them lLargely from an economic and

‘mg;t pairt of view and attempis toc tura them to the service of European
ntegration on the basis of the EEL Treaties.

The committes approves of ithe development of technology allowing every
Aousenold to receive channels from other Member States. Technology
should also be developed for the transmission and reception of a multi-
language European television channel produced by a European broadcasting
organization., Reciprocal reception of European channels and the
broadcasting of a multi-language European television channel are socially
desirable results of the new technological capabilities,

There are considerable uncertainties and reservations in the minds of
experts, politicians and consumzrs with regard to technologies used in
the irdividual Member States {(conper cable, optical fibres, DBS and
communications satellites).
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3.2

Evaluation of the new technology
Satellite television

Several Member States have decided to spend very large sums of money on
the development of direct broadcasting satellites (DBS - direct
broadcasting by satellite). The high-power satellites (up to 250 watts)
are Limited for technical reasons to a small number of channels, and the
cost to broadcasting organizations using them is correspondingly high (20
~ 25 million ECU per channel per year). The development of new
medium-power satellites (50 watts) that can be used for both
telecommunications and direct television broadcasting (with up to 16
channels) has led firms in the US to pull out of DBS technology when
comparative costings showed that the user charge per channel on these
lower power satellites was only one-sixth of that on high-power DBS
satellites. If the same development occurs in Europe, it will only be
possible to operate DBS sateliites with the aid of massive subsidies.

in view of this the Olympus project might turn out to be obsolete, and be
carried out merely as a demonstration project. In the light of current
telecommunications programmes, it is the committee's view that the basic
component of Europe's future media infrastructure will be a wide~band
telecommunications network {using glass-fibre cables) , backed up by
communications satellites,

Spillover

The introduction of DBS inevitably leads to the internationalization of
television programmes. Channels broadcast from national satellites are
received in large areas of neighbouring countries because of the
technically unavoidable ‘spillover'. In 1977 the World Administrative
Radio Conference (WARC) in Geneva allocated particular service areas to
each country, but it is not technically possible to delimit these
precisely to match the territory of the relevant countries. The
efficiency of receiving equipment for satellite broadcasts has now been
significantly enhanced as a result of technical developments, so that the
allocation of television satellites to national service areas is now
virtually irrelevant.
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3.4

Transmission technology = Receivers

The internationalization of television means that uniform technical
standards are needed in Europe. This will bring down the cost of
receivers and, assuming that the technical quality is of the first order,
the equipment will have healthy prospects on the world market.

The present PAL and SECAM systems are now obsolete and unable to cater
for multi-language broadcasting. The European Parliament has decided
unanimousiy that the MAC system (C, D, D2), the most advanced in the
world, should be introduced.

The committee welcomes the moves by the Commission towards harmonizing
technical standards. The new European television standard should be
introduced without a transitional phase, in order to keep down the
increase in the price of television sets (below 100 ECU) through Large-
scale manufacturing. It will be possible to convert old sets by fitting
an adapter.

Substantial costs are also involved in connecting receivers to cable
networks, and in view of the fact that real incomes in the Community are
falling, considerable reticence on the part of consumers can be expected.

Cable technology

In view of developments in telecommunications, the Member States must
agree on a joint approach for establishing an integrated wide-band
telecommunications network using glass fibre technology.

This glass fibre network could carry all existing forms of
telecommunications :

- narrow-band personal communications
(telephone calls, data and text)

~ wide-band personal communications
(videophone and videoconferencing)

- wide-band broadcast communication
(television and radio)

For both technological and structural reasons, concerted action is needed
for the deployment of glass fibre technology. At the same time the
possible implications of the use of wide-band communications for
employment must be assessed and allowed for in the planning of future
social policy.

Particular attention must be devoted to uniform and effective data

protection regulations in the Community to protect the privacy of the
individual,

The introduction of these technologies must not be the first step towards
a completely wired’ Community and permanent surveillance of its people.

Conclusions
The committee responsible is requested to take account of the suggestions

end reservations set out above by the Committee on Energy, Research and
Technology in its report and the motion for a resolution.
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Fig. 1 Satellite coverage areas in western Europe

Given this situation, a European institution is called for to regulate
access to satellite television by issuing licences to broadcasting
organizations under a regulation on a European convention on the media
pursuant to Article 235 of the EEC Treaty.

The nucleus of such an institution could be formed by a European
licensing authority, equipped with the relevant powers, working with the
Commission. The licensing procedure would comprise approval by the
national body responsible for the channel concerned and by the European
licensing authority.

To ensure the long-term future of a multi-language European television

channel, the Community should apply to the WARC for 1its own frequency and
a service area covering the whole of the Community.
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