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FIELD HOUSE
15-25 BREAM'S BUILDINGS
LONDON EC4A 1P

From the Director General of Fair Trading
John Bridgeman TD, DL

The Rt Hon Chris Smith MP Esq

" Secretary of State for Culture, Media and Sport
2-4 Cockspur Street '
London
SW1Y 5DH

Tuly 28, 1997

Weor Sorcioy 4 L2

CONSULTATION ON EVENTS LISTED UNDER PART IV OF THE BROADCASTING
ACT 1996 ‘

Thank you for your letter of 10 J uiy in which you requested views on the principles which should
be applied in deciding events to be listed. 1am grateful to you for giving me the opportunity. to
comment and will send a substantive response before your deadline of 1 September.

JOHN S BRI N
DIRECTOR GENERAL AIR TRADING
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From the Director General of Fair Trading
John Bridgeman TD, DL

The Rt Hon Chris Smith Fsq MP ‘ %
Secretary of State for Culture, Media & Sport &
-4 Cockspur Street ‘ L
London SW1Y SDH

22 August 1997
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CONSULTATION ON EVENTS LISTED UNDER PART IV OF THE BROADCASTING

ACT 1996

Further to my letter of 28 July, ] am now ina position to provide my views on your Dcpartmeni’ $
consultation document on the principles which should be applied in deciding events to be listed.

I have set out my views in detail in the enclosed annex. In considering the issues you. raised, as
the UK competition authority, 1 have necessarily concentrated on their implications for

comipetitiol. Listing events tias the potential to.distort competition in the market for sports
rights, with implications for invbéhiiéﬁt'ih‘s’b‘ﬁﬁ-and*compgtiﬂioh between broadcasters and
broadeasting technologies. T consider, therefore, that listing should be used sparingly, and only
- ) where an event clearly has *national resonance’ and where it would resuit in a substantial loss of
H consumer welfare if it were exclusive to subscription television. The criteria used for
' determining whether an event has national resonance should be as objective as possible, and I
have attempted to suggest Ways in which you might assess it.

1 hope you will find my views useful and 1 shall be happy to advise further or clarify any points
you need. . ' '

1 have copmd;h:sicttcr and annex as requested to the Head of your General Broadcasting Policy
Branch, )
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" ANNEX

LISTED EVENTS - RESPONSE TO DEPARTMENT OF CULTURE, MEDIA AND
SPORT'S CONSULTATION PAPER

The views of the Director General of Fair Trading

Sporting events as a national and cultural spectacle

1. As acompetition authority, my approach to this issue will concentrate on the competition
implications of listing events. I believe that the importance of an ‘event in terms of
national/cultural heritage is the only strong reason for listing cvents. Listing sports events can
distort competition in the sale of sports rights, and it can distort competition between

broadcasters and broadcasting media. In my view, listing events should only be adopted in clear

cut cases.

The market for television sports rights

2. The distortion of competition in the sale of sports rights occurs because holders of sports
rights are not free to sell their rights as they would wish. Because they are not free to sell their

rights (on an exclusive basis) to subscription or pay-per-view broadcasters, they'may not able to
realise the maximum value of their rights.

3. In some cases this is likely to reduce the revenue accruing to the sport (as opposed to the
rights holder), and to result in a diversion of resources from that sport into other sports (whicﬁ
are able to realise the maximum value of their rights). This could manifest itself in a number of

ways - e.g.!

. becoming less attractive to sporting talent;

. directly reducing investment in the sport where the rights holder has a remit to spend a
large proportion of its revenues in developing the sport;

o reducing commercial incentives to invest in the sport; and

® reducing incentives to develop new championships.






10. Furthermore, the expansion of pay television

has resulted in 2 large increase in the value of

Programming content, particularly for Sports, with resultinig benefits for the suppliers of such

content. Indeed this is the reason why Histing i necessary to keep major events On terrestrial
television, '



General conclusion

1. Weighing up the static and dynamic effects of listing, and assessing their impact on sports
and sporting bodies, is very difficult. Tunderstand the cultural rationale for listing some events,
As a rule, however, | believe that listing should only be adopted in clear-cut cases, where both
the cultural rationale for access and the static welfare gain from listing js ngmhghmﬂg In other
cases, [ believe that market forces should be allowed to operate freely, with tesulting benefits to
the rights holders and to the development of broadeasting in the UK.

PROPOSED CRITERIA

“The event and its outcome has a special national resonance, not simply a significance to those

who ordinarily follow the sport concerned:

does not have a significant *nationaj resonance’ it should not be Jisted,

assessing national resonance i that it can actually grow during the course of ap event if the

national team is successful (e.g. Euro 96), It may be difficult to establish » generally applicable

guideline in practice,



-

fﬁ-ﬁ" pre-eminent and popular event giving it particular Ppotential for encouraging
Jﬁfcipf,;rti:m in the sport concerned:’
o

14, These are three criterfa, which do not appear to be related. All events with a national
resonance will be popular, but not necessarily pre-eminent, at least on sporting criteria - e.g, the
boat racc; secondary test matches involving the England team, matches involving the national
football teats other than in the World Cup finals, Turning his criteion o its head, T would bé
concerned if it meant that pre-eminent events in a particular Sport were listed, even if they did
not have a national resonance, For example, the US Masters golf championship is a pre-eminent

sporting event, but may not have a national resonance,

15, Similar conimants apply about the popularity of an event. All listed events will no doubt be
popular, but certainly riot all populat events should be listed, Deciding what ‘popular’ means in

practice, such that it becomes a meaningful criterion, is likely to be difficult. For example, test

match audiences are probably relatively low, even if viewers who watch only a fraction of the

match are included.

16. I have no information on any causal link between free-to-air television coverage and
participation - snooker may be a case in point, but cricket, golf and rowing may not be. Nor do
I have any infoi'iﬁati(iﬁ on whethér particular tournaments and evenits are likely to have such an
impact. The Department may have better information. Listing could discourage participation
in a sport by reducing the flow of television reventes to it. Consequently, I have no views on

whether this criterion could be formulated a an objective criterion in practice,

“It is an event which serves to unite the nation; a shared point ini the national calendar;”

17. This would be another criterion for judging whether the event had national resonance. How
the secand point would be applied in practice is not clear, since virtually all organised sporting
events follow a regular temporal pattern, '

“It involves the national team in the sport concerned in a major international tournament.”

18. Events involving the national team are more likely to have a national resonance than those
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/;ﬁh do not. However, 1 take the view that if al] events invalving the national team i all
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substantive sports were listed, this would excessively distort the broadcasting market in favour

of traditional terrestrial broadcasters, Furthermore, it could eng up trivialising the meaning of
national resonance. It would be preferable if other objective criteria could be applied to

determine which events involving the national side were truly of national resonarce,
19. Another danger with widespread application of this criterion is that television revenues
resulting from the national team may acerue to the body Organising the sport. These bodies are

most likely to re-distribute those fevenues so as to improve the sport as a whole.

20.  Arguably there should be a distinction between different stages of ‘major international

tournaments’, Qualifying rounds may be of lower national resonance than the finals,

Particular characteristics

“It is likely to command a large television audience;

an objective measure,

23. It.could refer to audiences in absolute terms. Althongh some of the existing listed Sporting

cvents get audiences comparable to soap operas, others do not (including test matches, individual



- in the World Cup finals not involving the national team, and others on which I do not

Kl

_ u1f0rmat10n) Some (arbitrary) threshold could be adopted, with adjustments for events |
ﬁ:ich take long periods to complete.
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24. An alternative could be to use events wlnch have television audlcnces which attract large

numbers of viewers who do not normally follow the sport (see earlier dI.SCLISSIOH)
"It is a regular, readily defined event of limited duration.”

25. The meaning of this a bit ambiguous. The summer (and winter) test series take up several

months, and football World Cup qualifying rounds can take up to two years,
“It has a history of being broadcast live on free-to-air television”

26. Most events with a national resonance will have beeq broadcast live on free-to-air television
prior to the emergence of satellite and cable. ‘T'his is a useful additional criterion for determining
whether an event has a “national resonance’ in the sense that, if it was not previously broadcast
on terrestrial television, it is unlikely to have national resonance, Of course, many events
previously broadcast on free-to-air terrestrial will not have had national resonance. National

resonance can grow; however. For exampls, a.rg'udbly few people took much interest in stiooker

- until television coverage of the sport was improved and increased.

Other factors

“The likely impact of listing on the broadcasting market including the future investment in

sports broadcasting, the level of competition and the position of public service broadeasters;”

27. I believe that clarification is needed on what is meant by “investment in sports broadcasting’.

If it refers to the amounts broadcasters are prepared to pay for the television rights, then listing
‘will reduce this by rcducmg’ competition for the rights between broadcasters, If it refers to
investment in coverage, I do not have a view on how this would be affected. However, I note
that the expansion of satellite and cable television has led to increased competition in sports

broadcasting, and has been associated with greater investments in coverage by satellite and
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[grrcstrlal broadcasters. I believe that any improvement in coverage has resulted from this
addltlonai competition. In the future, there should be added competition from the new digital
channels. To the extent that it will reduce competition in sports broadcasting, hstmg may have

a detrimental effect on sports coverage.

28. Listing directly reduces the degree of competition between broadcasters for television rights,
To the extent that listing artificially impedes the development of new broadcasting media, listing
also reduces competition between broadcasters in the broadcast of sports generally, and in the
broadcast of other programming material. One-off events which occur infrequently are less likely
to have a détrimental effect of this type. However, othcr events, such as test matches, qualifying
rounds for international competitions, internatioral competitions which are anaual events, among

others, are likely to have a distortionary effect on competition between broadcasters if they are
listed,

Conclusion

29. 1 consider that listing events distorts investment in sport, the market for sports rights, and
competition between broadcasters and broadeasting technologies. For this reason I believe that

listing should be used sparingly, and only where an event clearly has “national resonance’ and
 where it would result in a substantial loss of consurner welfare if it were éxclusive to subscription
television. The criteria used for determining whether an event has national resonance should be
as objective as possible, and historical viewing figures may provide such a criterion, in

combinalioq with the others discussed above.

John Bridgeman |
Director General of Fair Trading
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