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CHAPTER IIT

" 6, Communications Objectives and.the Division of Power:

‘Some Public Opinion Considerations!

It is not clear that the transfer of contrnl in the
area of broadcasting from the.federal~government to
provincial governments is an "immAediate'.l or pressing issue:
in terms of'public Qpinion in any'province othér'thant
Quebec, Nonétheless, it may be useful to explore briefly
those data which are availabié to shed some light on how

the Canadian public views relations between the federal

government and the provinces, and the role government should

-

play in thé development of communications systems.

In the area of'foreign Ownership, current federél
regulat1ons in the area of broadcaqtlng qtem Fxom the Order
in Council (1969«2229) which specifies that dlrectors of

organlzatlons holdlng broadcast licences must all be

‘Canadian citizens and that 80% of the shareholdings of-sudh_-~

corporations must be in the hands of Canadian citizens or

Canadian corporations in turn defined as "Canadian." Public

opinion regardlng Lor91gn control mic h*'in'some‘senseé be
regdxdmd as only marglnally relev1nt to the dlscu331cn of
broadcast objectlv On the other hand there does exist

/

the issue of whether or not provindially-regulated entities

might be subjected to the same sorts of ownership restrictions.

And the issue of Canadlan content is not, ev;dﬂnt1y,
dﬂtermlned solely on the basis of the nature ‘of OWnLrQhLD

control: as has been pointed out by'tne?Canaalan Radio-

“television and Telecommunications Commission, despite the




These arguments attribute to the general publlc an‘;nablllty

.system incapable of delivering sufficient funds to support

‘magazine reports in English Canada, a considerable amount of

2

almost total Canadian ownership of the private'elementS‘of

~ . the Canadian broadcasting system, prime time programming

is,predominantly Americen;z To what degree, then, is

-Amerﬂcan content deemed problematlo by the Canadlan public?

The structure of argument presented in many publlc hearing

‘milieux -~ that 1is, arguments made at CRTC publio hearings

by representatives of the various private communications
industries —~— is that the Canadian public either (a) does -
not care or (b) feels qulte strongly that Canadian programs-

are 1nferlor and thus ought to: be removed from television.

torunderstand or sympathize with the_situation Caﬁadian |
program producers flnd thoneel es in (viz., competition from

a nation with far greater resources, a Canadian distribution

indigenous production, etc.).
Canadian nationalism was . a much-discussed phenomenon

in the middle 1970's. There was, judging from_neWSpeper and.”

concern regerdiné foreign control ahd ownership iﬁ‘the
Canadian economy.and in the Canadian cuitural enviroﬁment.

15 eome senses -— if one might convehiently disregard'the
incredibly large fihancial-incentives'(grénts; tax_breaks)
provided the Canadian cultural enterprises —— this:publio
concern reflected itself in a growing cultural:finduetry"

in English Canada,'as witnessed by aeproliferatiOn‘of Enql;sh;

language Canadian novels, the pr oductlon (especially in
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centres such as Toronto) of an increasing number of Canadian

' plays, the development of Canadian denceicompaniee, and
- even (belatedly) the development of a Canadian film'pfoé

5id@¢tion infrastrﬁcture (however unstable). Parallel develop-

(albelt stemmlng from a different "cultural dynamlc“

eieted to the-posthulet Revolutlon-development-of Quebecois

'con801ou5n08ﬂ) appeared in Quebec.

In the area of the attitudes of the Canaeldn publlc

'towarda the  issue of “Canadlanlaataon,“ key flndlngs from

-survey research based on‘etudles undertaken 1n_the late

1960's and early l970's“squest‘:é

1) That by the mid 1970 S, a. majoxlty of the Canadlan

popuLatlon sunported the Panadlanlaatlon of fore1gn~

owned firms (i. e, Sl/ control),_even though most

-1nd1v1dua1s admltted there were some "beneflts to

foreign investment;

A majority of individuals opposea further U.S. invest—
ment in Canada,‘either,accepting.eurrenﬁ levels_ae
"enough, " or ﬁishing to see a reduction in'the level of
lU}S. iovestment}'

Throughout the'midwl970fe, the'proporﬁion of individuals
opposing American (foreign)'owﬁership increased;
Those;Qith higher'levels‘of education tended more to
favour Cenadian'owﬁership (eohversely; to oppoee foreign
bwnership); | |
Those_in provinceseclose to tﬁe»"centre“voffCanada

(especially Ontario) tended to favour Canadianization
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- more than those on the "periphery" (e.g., B.C.).

The above patterns were not, howevef, replicated in

-the area of cultural nationalism.i'ForAexample, theAHoffman~

Schindeler study in Ontario found.67% of a sample in
opposition to the reduction of the number of U;S. proqrams‘

on Canadian television,’

In the Canadian Institute for.
Public Opinion Poll #341 (May, 1970) more people (48%)

opposed the CRTC 60% Canadian content rules in relation to

- the number indicating support. for these rules. Thosé-with

highér levels of education, moreover, indicated the»greaﬁest

‘opposition, ®

'Public sentiménté-(in the mid 1970}3) féqardingo_
American influence aopearod to.be’multidimensionalz.on oﬁé
hand, there was a desire’to see more control over eccnomic
activities within the countfy résiding in the hands of
Canadian citizens, while on the‘othet hand, there was‘an'
antipathy towards any‘atﬁempt to attenuate the "free flow‘
of iﬁformgtion" (i;e., the flowiof‘U.S. proqrémé intoACahadaj
across the CanadamU;Sa-border; :‘_

“What has happened to public opihioﬂ in the lote 1970'3?..
A number of indicators seem to suggest that (a) ﬁhe Canadian
control iésue is less salient in the minds of the populaﬁion
and/or'(b).there has been a "backlash" against the Canadianw‘
control movement. ' If one were to 5ase his/her:interpretaﬁion
of popular opinion solely on the attitudes of élites in_"

Canadian so¢iety or on the treatment afforded the issue of

Canadian control in the popular press, he/she would be apt




~this figure was 71.9% (the difference‘is_statistically‘

U.S. investment are as.fo1lows:

. Region _ ) Enough U.S. Capital Now - Would Like More ‘
Atlantic ’ | 60. 43  39.6%

Quebec 67.1% 32.9%

Ontario 75.1% . 24.,9%

Prairies 80.7% ' - 19.3%

5

to conclude that Canadianization_istno longer important in

the minds of the people of Canada. A FPinancial Post

artlcle recently indicated that, among corporate elltes,

63ﬁ ~oppose the ehlstence of the Forelgn Investment Review

Agency (FIRA),‘and 81%. oppose “stronger pollc1es to dis-

courage foreign ownership" (Financial Post, May 5, 1979:

12).
FPortunately, there are data available to provide an -
indication of the attitudes of the Canadian public in

general. ‘These data suggest'that the degree'of "ecohomic

-natlonallsm“ peop1e in Canada have appears to be ]evelllng

off. (or perhaps decllnlng sllghtly) - While a 1975 C.I.P. o. -
poll‘lndlcated 79.5% of the populatlon felt there Was‘"enough

[U.S. capital] now" (as opposed to wanting more), in 1977

significant and cannot be attributed solely to chance).®

The regional distributions for attitudes regarding

British quumbia » s 76.2% 23.8%
The slight shift away from a strong “economically |

nationalist" position is not paralleled in the‘area of

"cultural nationalism." Regarding mediaucontent; the great

majority of the Canadian population~now”feels a need for
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. some rule. Legardlng minimum Canadlan content quotas (as
.opposed to majority opp051tlon reported in earlier surveys).

fThe statistics regarding opinions in 1977 (the latest yeaxr

for Whieh data are available) are as follows:

Q: [Support or opposition to] Canadian content quota on
television . . . : :

Response ' .. Percentage
Strongly approve o 10.4%
- ‘Approve , , : 61.8% .
. Neither - S - 15.4%2 (N=3127)
- Disapprove . 10.7%
Strongly disapprove I 1.6%

. While there is slightly higher opposition in the -

Prairies and British Columbia to the Canadian content quota -

(15% versus ‘a 10% national average), in general there is a

consistently high level of support for some measure of this

sort. These results appear to suggest that one major concern

~ which the Canadian public would have in the area of broad-

cast objectives would relate to Canadian content provisions.
The issue of the degree of public sdpport‘for the
general transfer of powers to the provincial governments is

one Which will not be dealt with at length here. It has

_been coneldered exten51ve1y by the Tasx Force on Canadlan

Unity (Robarts-Pepin Commission) althoughﬁ regrettably, the
results of the Task Force's rather extensive public opiﬂion

survey do not appear to be available for public considera-

tion.

There is some 1ndlcatlon, in the 1977 Quality of ILife

VUQy, that 1nalvvduals are more llker to perwelve the
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federal government as having "too much power" than they are
to come to the same conclusion vis~a-vis their provincial

'goﬁexnments., The relevant breakdowns are as follows: .

) Across Canada ' Quebec Only

Federal Provinqial ‘ Federal Provincial
Much too ruch : o :
power ~ - 9.6% - 4.5% 0 13.3% o 6.5%
Too much - power 33.7% 25.0% 33.2% . 21.6%
Too little power 7.4%  16.5% . 6.8% .25,2%
Much too little : '

power . .8%. - 1.8% 1.0%

4.6%
(Pergentageq are column percéﬁtdge%- |
Total sample size approximately 3200; '
Fifth category - “About Right" —— not 1ncluded in table)
Current research also seems to 1ndlcaue that attltudes
regarding'thé federal .government are differentiated from:
- those regﬁrding the provincial go&érnménfs. That is, there_“
is not just one, single attitudg'[diménsion] about "govérn;-
ment in_geﬁaral,“Abut rather_twd distinct sets of attitudes,
~one regarding “provinciai‘power" (including attitudes about_
local gbvernmepté), and one fegarding "federal powerf"' |
rIf.thére is a certain amount of con¢ern'regardiﬁg the
éowér held by the federai government, this concern is minbr
in.comparison to the degree to which.powér held by large
corporations is considerednproblematicf In 1977, a totélAQf
74.1% of all reépondents to a national survey indicated
they feit largevcorporations_held too much powéf (Versus
35.3% feeling thé fedéral government holds too much éower);
The regional distributioﬁs#of these attitudes are given in

the following table: .




Region

Atlantic Quebec Ontario Prairies  B.C.

Much too much ' ' : o
power - 13.2% 27.3% 14,7% . 19.4% . 24.8%

Too ‘much 'power  57.5% 43,7%  58.9% _ 63.5%  55,6%
About right ~ 25,5%  25.2% .. 24.9% - 16.8% - 19.0%
Too little* _3.6% _ 3.7% 1.5% .3% 6%

- 100.0% 100.0% 100.0% 100.0% 100.0%

*Comblned responses for 2 categorles- "too little power" and
"much too little power." ~ ' :

The issue of ownersh:p in the private sector will be
discussed‘ln some detail ‘later ln‘thLS report. Sufflce it
to indicate at this point that there appears to be a wide-
'spreaa pubiic concern for the effects bf "1afgéﬁess" in the
private sector, a concern whlch appears not to be mlrrOLed
very well in accountq gmvcn by the pooular preus. And,
while it may be true that “government"‘(especially the
federal government) has been subjected;to4a "delegitimiiatién_

process, "

it is clear that such a concern for governmental
.size (i.e;, the amount of power exefcised;by govérnment) is

" not necessarily~as largé as~£he cdncefn for thévpowe; wielded
by the cofporate sector (zig;, large CorporationS). |

‘What sort of views are held by the general public in-

relation to the redistribution of powers between the federal

government and the provinces? . There is some ihdicationjthat
people in Canada would like to see a shift in power towards
‘the provincial governments, althou?h‘a large proportion of

the Canadian population regards the status quo as desirabieiﬁV*-"”

The ralevant statistics are as follows:
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Q: In the future} éhonld

{(a) The prov1nc1al governments have

more power? 44 7% .
(b) The federal government have o

more power? - oo 16 5%
(¢) Should things stay as they are° 38.8%

To some extent, the ”stay as they are" response‘is
more difficult to evaluate than the othe# two (one might,
fo:‘example, suspect a certain ammount of aqreement‘in lieu
of an "undecided" res?oﬁse);‘this implies thét the_mere
appropriate comparison might be between those answering in -
favouerf more provincialApoWer»versus_those feeling‘more
‘federal power is_in order. A separate guestion wes.asked
ih which respondente wereAto,indicete whether (on an ll*‘
point -scale) they were "satisfied" or "dissatisfied" Qith
the "actions and programs"-of the provincial and-fedefal
gqvernments‘respectively; In this inetance, very little in
the way of differences emerged between the two sefs of
responses; The indicatidn seems to be*that while, in genetal
people do not appear to be more dlqsatls;xed w:th the federal
1government than w1th their prov1n01al.gove1nments, they
nonetheleSD would tend to~favou; mare provincial power.

The issue of "speciel statusﬁ'for Quebec is.indeed a
contentious one in the,history of'the Cenadian nation~state.
The 1977 Quality of Life study seems to indicate that.a. |
large number of people feel thet "too much attention"thaS‘
been given to Quebec by the fedelal government Roughly
40 per cent of the 1nd1v1dua1§ Sdmpled felt that "too much

attentien" had been granted to Quebec, wnlle anot her 40%
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- felt that the amount of attention granted was "about right."
. Of course, the wording of this question makes further

inference somewhat difficult: it is not clear, for example,

that an individual feeling too much attention has been given

tonuebed'ﬁdula necessarily be opposed to granting Qﬁebec
certain-concessions (even independence).

In terms of the granting ofiéonceséions te. Quebec,
almost half of the individuals sémpled in English Cénada
felt none should be granted, whereas over half of the Quebec
pdpulation felt that Rmajor conéessidns" should be made to
_-Qﬁébéc. These'bréékdoWns are sﬁown as follows:

Region

Atlantic Quebeq‘ Ontario Prairies B.C.

In favour of majox

céncessions . 16.7%_' 14.8% 8.6% 9.9%
Minbr concessions | 44,3% 15.3% 43,13 A42.l% '3§;6%'A
No concessiomns 39,08  21.4%  42.1%  49.3%  50.5%

N (341) - S (1016) (337) (313)

63.3%

(966)

There appears to be a slight tendency er opppsition

to concessions to be higher in the west than in other English

provinces, but the more important finding pértains to the

major division between English-speaking provinces and Quebec

on the issue of concessions.  Stated baldly, it would appear ‘

possible that some political advantage might accrue to the
"no concessions" position insofar as support in English

Canada- is concerned, even though (as has been discussed in

the Task Force on Canadian -Unity) +the "nc special status

for Quebec" position might be deleterious to future




. harmonious felaﬁions between the«fﬁo language groups:in'
‘the country. o o

| Perhaps a'bridgé between these‘tﬁo positioné might be
found in the opiﬁion'éé éonseﬁsuallylheid in both Quebec
and Eﬂglish’Canéda —~ that there ought'to be ﬁoré poWef
gragted. to the proVinces. While’cénadians_are.not speci-
ficélly dissatisfied with the actions of programs»of the
federél go&efnment, ﬁhere apéears to be the pqssibility of
a considerable amount of suppért_for anykpoliéy which:woqlé
decentralizé‘governmentai power,  MoreoVer, there appears to
.bé some considerable feeling that the provinces have nof
been treated entireiy fairly by_the federalfgoverhmeﬁt.e
But thé'concept'of_"publié support” for chahges in the
‘di#isidn.qf poweré over bréadcaéting can be discussed only
in a épeculative.faéhion éﬁ this point. One important
‘element which has not beén discussed is that of thé role of
the press,vincluding existing brdédcasting licensees.. If
the attitudes of private bfoadéastérs (both in pﬁblic 
forums such as CRTC hearings and in private ihdustry'
meetings such as the C;A.B.Aéonferénces) provide any
indicatiOn of the sort ofAmedia bppositibn whichimight
occur in regards to provincial.control, then one might have
6 be quite cauﬁioﬁs in inferring that 93££§g£ public |
attitudes will remain constant. _Privété broadcasters (i.e.,
federal licensees) undoubtedly see considerable advéntages
to continuing_C‘R.Tuc.v(i.é., fedefal) control over all

elements of "public content" electronic mass media (broad-
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. casting, including cable). These.éﬁem from cﬁrrent.énd.
Paét CRTC policies tending to be highly protectionistié
towards the ecqhomic positidn~of @ffwair=broadcaéters, and
'the'simplicity of dealing with Qné'as opposed to 11
potentially conflictive regulatory agencieé;
Alternatively, however, thisICAutionary note may.
place too much emphasis on the role, or potehtial'role, of
the eléctronic mass media in.structuring issues ("agenda
sefting") and public opinion. = It is.importaht, minimally,
to rémeﬁber that there is a fair level of suppbrt for greater
-p%ovincial control — even in the English provinces ~——
although there would-appeér to be.considerable (Engliéh)

opposition to "special status" for Quebec.
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ENDNOTES

'Unless otherw1se 1ndlcated analyses and tables
reported in this chapter are reproduced from Baer, "Public
Attitudes and the Canadian State™ (University of Windsor,
Mimeo). The latter was based on data obtained from the
York University Institute for Béhavioural Research "Quality
of Life" study, the field work for which was done in 1977.

2@f,, Canadian Radio~television and’ Telecommunications
Commission, Report of .the Committee of Inqulry lnto the

‘ Natlonal Broadcasting Service, p. ix,

3These observations are based on articles by %1gler
and Goresky (1974), Cuneo (1976), Lambert et al (1976)
and Murray and Gerace (1972).

*Cf., Stigler and Goresky (1974).
Scf.,, Cuneo (1974).
8Cf., Baer (1979).

- "The 1977 survey asked respondents about "some content
quota," while the earlier*polls-spedifically referenced

the CRTC's 60% content rule for television. While wording
differences thus preclude direct comparlsons (the earlier
surveys used a "stronger” wording in some senses), the
indication seems to be that support for Canadian content
quotas has 1ncreased markedly. o

8Given the question of~whether "this province [is]
treated fairly by the government in Ottawa, 60.6% of those
in the Atlantic provinhes felt that the federal government

. only treated the prov1nces fairly some or none of the tlme,

compared with 56.2% in Quebec, 31.2% in Ontario, 59 4%
the Prairies and 64.9% in B.C. : :
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CHAPTER V

CHANGES~IN THE BROADCAST INDUSTRY (SECTION B)

A, A Restructured CRC

1. Inttodﬁotioﬁ
The Canadlan Broadcaetlng Corpoxatlon cufxenth»
accounts for about half of the money expended in' the area
of over~the~air_broadcasting. The relative importance ~—

in terms of financial expenditures —— of various "sectors"

‘of the broadcast industry are shown as follows:

' TABLE 1
BROADCASTING EXPENDITURES, 1977

Canadian Broadcasting Corporation
(includes 369 million received

from advertising revenue) - o $457.0 : S o

. : ' 69,0 . - $526,0 million -
Prlvate Broadcastvng S ' :

Radio : : $268 7

v - o 310.3
Total over-the-air broadcasting o $579j0‘million
Cable television o . $229.6 million

Source: ‘Statistics Canada, Radlo and Television B&oadoa ting,
1977, Cat. 56=- 204 (Novembel, 1278).
The size of the Corporation's expenditures does not
reflect itself very well in terms of ‘audience share, as-

shown in the following table s
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TABLE 2

COMPARISON-OF NETWORK AUDIENCE SHARES
IN CANADA IN l967_AND 1977

1Ne£wQ£§ o ‘ Audiehce Share
w67 1977

CBC* | 48,47 29.41
cTV | . 18.93 . . 24,95
TVA | 12032 1112
Other Canadian \ ' v

. networks/stas,. R - 2.53 10.33
U.S. networks . l7.74i _ 23.45

*Including Radio-Canada and CBC affiliates.

Source: CRTC, 197%a: - Table 4-1

The fact that the CBC's-audience share is not
proportionaté~with ifs spending ;a‘a freqﬁeht grounds for
criticiém of the~¢orporati§n — ig .due fo:a Variety of -
environmentai cbnditiOnSTfundameﬁtaily beyond thé‘cgntfél

> of the Corporation: N |

a) The CBC is virtually the only,Canadian-pr&gfam—.

'ming source,; in télevision,'to prévide significant

Canadian content (asidé.from news énd public affairs

-programming) ; |

b) The CBC is specifically mandated to provide

service'to rembte areas, a costly proposition having

little impact on total audience sizea;

c) The.CBC'is speciﬁically_mandéted to provide

"second language" service across Canada. In English



Canada, this implies a'(cQstlys transmission

féciiity with a very iow audience;

Currently, the CBC operatés only one téievision
channel in each language. This might be cbmparéd to_the

total availability of TV signals across Canada, as follows:

_TABLE 3
AVAILABILITY OF TV SIGNALS IN CANADA

Percentage of S
Canadian Cunulative

- Population ' Percentage
9 TV signals . 7.56 . 7.58
8 TV signals ' 7,42 - © 14,98
7 TV signals 12,71 : 27.69
6 TV signals - 16.87 0 44,56
5 TV signals , 13,81 58.47
4 TV gignals $,19 67.66
3 TV signals - 6,82 x - 74.48
2 TV signals ) 17.43 . 91.91
1 TV signal ‘ 4,93 96.84

Source: CRTC, 197%a.

Given the fact that over 50% of ‘the Canadian popula~

tion has at least 5 TV signals available to it, the CBC's

audience shéré is perhaps not disprbportionate with the
"compétition“ which it has available,. It might bé\noted,
in passing, thét American programming, with which the‘CBC‘-
must compete, involves per prégram expenditureé which. are

typically in the order of three to four times that amount

spent on Canadian productions of a similar nature. But thérev

is also, mitigating against Canadian programming, the

roblem of the frequent "repetition® of American programs
. qd pet. sEaeje .
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(i.e., the fact that many American programs are available
to Canadian audiences at least twice in a giveaneek)f"

This problem will be returned to later,

The CBC's objectlves, as.contained in section 3(g)
of the Broadcast Act, are as follows:

[to]  (i). be a balanced service of information, enlight-
' enment and entertainment for people of different
ages, interests and tastes covering the whole -
_ range of programming in. fair proportion;
(ii) bé.extended to all . parts of Canada as public
funds become available _
(iii) be in English and French serving the special
needs of geographic regions, and actively
_ . contributing to the flow and exchange of
T - cultural and. reglonal information and enter—
“tainment; : o
“(iv) contribute to. the development of natLOnal Uﬂlby
and provide for a continuing erreSSlOn of
Canada identity. »

It is in someASenses ironic that these objectives
were applied, in the 1967-68 Broadcast Act, solely to the

CBC and not to the "Canadian'BroadcastingvSystem“‘in

Vgeneral. This fact has_been noted in the Report of the

Consultative Committee on the Implication of Telecommuni-

. cations for Canadian Sovereignty (Clyne Committee):[1979:

Y e st A A T T

be ex+ended to the prlvate sector of Canadlan broadcasthg

- as well,

But realiSticélly,,the CBC is and will likely continue

to be the primary mechanism through which the‘federal govern-

ment can lmplemene wertaln pol:cv objectives, some of which

are not specifically dlrected at the CBC in the ex1st1ng

_ broadcast legislation., These objectlves are:




.

.= to provide "second language" service across the country

- = to provide programming of "Canadian content and char-

actexr"
- to extend service té remote areas éo that "ali Canadians
" [receive] broadcasting service iniboth languages as
public funds-becéme available" | |
- to.ensure "hbalance and diversityf‘in the broadcast
(programming) system by prbvidiné'minority programs not

-otherwise provided.

Within the existing schema, private broadcasters

might be expected to contribute more to the fulfillment of

some of the.above mentionedAobjéctives. Currently, private
sector felevision broadéasting-durihg prime time is-
certainly not primarily Canadian in content énd éharacter.
Given the nature off£he_private television networks,
especially in English Canada, it is unlikely that this. 
situation can be expected to change‘in.any major\sense,

Stated baldly, Canadian private«netWGrks are largely

predicated on the importation of (relatively inexpensive)

American programming, and are not originators of television

programming to a large extent., In a sense, they are merely

retransmission facilities, and in this regard bear a striking

resemblance to cable television operatiomns, Current CRITC
rules provide for 60% Canadian content (50% in the 6 p.m.-

12 midnight period), yet as noted by the CRTC itself, prime

time Canadian programming on private networks in the 8 - 10

p.m, period is very minimal (CRTC, 1977).
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Vi.Given'the fact that brqadcaster rates~of feturn éré
quiﬁe large.in majot centres, some.-additional reguiatory
pressure might be warranted, and this additional pressure
- could result in a greater oﬁtput of Canadian programming.
But, at most, one might expect an additiohal 20% of pri§ate.
(TV) broadcaster revenue to be applied to programming, and
this would amount to only $62 million per annum.(lQ%; or
$31, is probably a more realistic figure). Thié doés-not'
compare very favoﬁrably.with the $263 million»Spent by the
CBC on television programming; even if dge wishes to make
‘the\btesumptidn that the privatélsector would be inheréntly.
“moré‘efficient."f Without diminishing the importance of “ - |
making sure private broadcasters cOntributertheir "fair |
share"™ to the objectives of the Broadcast Act,'it is clear
that the'CBC will céntinue to be_thé ptimary méchanism
through which Canadian content objecﬁives can be-realiied,._
barring any ﬁajor structural alterétion'invthe Canadian
electronic mass media system, .

Additionél pressure on private networks from ﬁhe
impoftation of Ameriéan off-air prégramming.(through cable)
may imply a diminished ability to sustain Canadiah'program
production, although in fairness iﬁ must be noted that
cable’s "damage" to Canadian off-airx bréadcasteré has not
precluded the latter from achieving profit levels which
are ptébably quite high in relation to returns on capital

achieved in other economic sectors. In 1977, foxr example,

the ratio of profits to original shareholder investments in
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‘tﬁe broadcast sector_(radiO‘and televlsion) was.58,57%
oﬁefall, according to Statistics-Canaca. If one - allows for
retained earnings, thls figure- would ‘be lower, but still
exceed 20% in all areas of Canada except foxr Quebec and the.
Atlantic provlnces.’ Even the Global television network -
which has consistently pleaded.that financial insolveﬁcy'
" has ppecluded it from meeting Canadian content commitments.
—recorded a $3 million pfofit in the year 1977,

Private broadcasters contribote to the objective of
extending service to reﬁote areas to a large extent, al-
cthouch this burden falls dispfoportionately on, remote area
broadcasters who, due to a smaller market SlVG, are least
able to afford such expendltures.. (To some extent, a‘re—
;dlStIlbULlon is achieved through the costs the CTV network
charges to affiliates for programmlng; larger.centfescpay
a disproportionate amount for ehelr use of programmzng ) -
The objectlve of extending second languaoe service (often -
to areas.where the second lang uage mlnorlty constleutes
less than 10% of the populatlon), and the ObjECLlVe of
'extendlng sexrvice to remote areas in geneval is noL 11kely
to be one which'can‘be met any further by private broad»
casters gi&en the nature of theif‘cperations. Sovﬁhis.
objective can'be met oﬁly through the operationlof'trans~
‘mission facilities by a public agency lsuch as the CBC)

undexr the'current structure, Later,'the possibility that

these ObjeuthES night be met Lbrouqh some means othet than

OfL air broadcastlnq (usxng numerous rebroadcast transmlttezs)




S will be discussed,

2. 'Public AttWtudes Regardlng the CBC
| Before proceeding any fureher, it might be useful to -
briefly examine attitudes‘the public holds towerds‘the CBC, .
to assist in ascertaining what sortiof neede'the:pﬁblic
belleves are at present unmet in the operatlon of the CBC
(and Canadlan broadcasting in general). In 19/7, a study
was undertaken by the Centre pour Recherche aug Opln;qns
. Publiques (CROP) in'Montreal--the.nationéwide %tudy hadle
F.samole size slightly gseater than 2 000 (with ﬁranceéhones;
oversampled) : |
.It is a common cdnception mm;cefﬁainlyucge\ﬁouldxadjudge

predomlnant if one were to’ read the soxts of remarks made'
by some honourable members in the House of Commons debates
‘_=w-that people in the country have a hlgh level of dlssatlsm_
Lactlon with the programmlng OL the CBC/Rad10~Canaday and
that, for the most part, the average CanadJan cmtlaen 1s
at best 1ndlffereﬂt as to whether the CBC/RC contlﬁuee to
ex1§t or not. When asked whether they were. “satlsfled“
.r;ﬁdieeetisfied“ with (a) the CBC/RC‘and (b) prlvete
~networks, a representative sample Qf,Cenadiangpprbﬁided'

the'lelowing-responses:'{’
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TABLE 4
ANGLO- AND FRANCOPHONE SATISFACTION

WITH BROADCASTING NETWORKS IN CANADA

Francophones - Anglophones
Radio~Canada ~ T,V.A. CBC  CTV
Satisfied - gls 74% 64% 76%

Dissatisfied 18% ' ' 23% 33% 20%

Source: CROP (1977:81)

It is difficult, with the data made available in ﬁhe
séud&, to ascertain whether an expreséion'of satiSfactiQn
ié dné'which is priﬁérily a "saﬁisfactionQWith;televisiOn~
in-general" response, or if instead the'reféréqt.is‘a: |
speciflc TV network. The highest‘level.of diséatisfaction
'is that which angloéhones have with the CBC, although it
must be pointed out that a majority ﬁonetheless felt |
""satisfied"'with the Corporation. How does this-relateiﬁoff
the importance peop1e attribute to the CBC/RC? Do people
fgel that the CBC/RC plays a fundamental role in the preser~
vation of "Canadian culture!' oxr is. the CBC/RC rpgarded as
“diépensible"? The following data suggest that the majority
of individuals feel the CBC is important, although there
are some French/English differences. (Francophones are mbre'

prone to feel that the CBC is important.)
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TABLE 5

- FRANCO~- AND ANGLOPHONE ASSESSMENT OF CBC/RADIO~CANADA

‘% in Agreement With Statement

' Francophone  Anglophone

Importance of the existence - ‘ o
of the CBC . 92 79

If the CBC were to disappear,
Canadian culture would be poorer 72 - 57
CBC programs are of higher quality 57 38

Sources: CROP (1977:81)

. Tﬁis table demonstrates father'élearlyithaf normative
.beliefs regarding the existence of the CBC/RC (whether the
'CBC/RC ought td-éxist) are distinct from existential beliefs .
regaﬁding.the quality of CBC/RC programming, That is,
people may believe the CBC to be importaﬁt, but that need
not impiy that they believe the CBC's programmiﬁg is
ggrreﬁt%l.superior. 'This;~ih geﬁera1,~seems to indicate a-
desiré for changé within fhe system:f_While people.feel
there afe problems with the CBC's programming, this;féelinq
isutranélated-intb a felt need for.change within the context
of thé éontinued‘existence of the déC/RCa -

With'respect to television in general, a minomityvof
the population feels that ka) there is not enough Canadian
content gnd (b) there is too much American content, On
the.other‘hand, feﬁ people feel there is too much Canadian

content or that there is not enough American content.
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| TABLE 6 | |

ANGLO- AND FRANCOPHONE‘OPINION ABOUT THE
LEVEL OF CANADIAN AND AMERTICAN CONTENT |

Canadian Content American Content

© Francophone Anglophone~”Franc0phoné ,Anglbphone

Too much 1% 7% 19% ' 23%
Enough . - 568 503 43% 50%

Not enough - 36%. To32% ‘ 9% ‘ 13%

Source: CROP (1977:70)

_ While these responses might gé taken as an indication

‘of conﬁentment WithAthe current sYstem, the minority feeling
that the current levels of~Canadian and/or American program?
miﬁg»ére‘hot appropriaﬁe seens to be sufficientiy large to
warrant attention. ‘It might be noted, aé wéll, that in
questions with response categories worded in this fashion,
a ﬁneutral“ category demonstratiﬁg support‘for‘ﬁhe.statﬁs
quo might be expected tdléttract more respondents‘by virtue
of 'acquiescence response set' (tendency of respondents to.
want to agree with the interviewer). This implies even
more importance ﬁight~be attribqtedfto the atoq much' or
'not enough' respOnses.>

| Regarding theAnature‘of CBC/RC programning, the one:
criticism'whichAseems to émerge from the CROP study involves
regional programming. While a‘larﬁe number of.£espondents“
did not anéwer the_quesﬁion (or responded "don't knéw")
a majorityvof those answéring_the gdeétion responded that

they felt there was "not enough" regional participation in
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@®  the cBosre,

TABLE 7

FRANCO- AND ANGLOPHONE ASSESSMENT OF

REGIONAL PARTICIPATION IN CBC/RADIO-~CANADA PROGRAMMING

| Francophbne ' AngIOphone
: Too much | | 0% . 2%
: Enough . 37% | 30%
. Not enough | 46% 44%

Source: CROP (1¢77:70)

With respect to television in general, respondents.

felt there was not enough‘éducational programming (61%

of francophones, 60% of anglophones), or documeﬁtaries
about Canada (56% of francophones, 59% of anglophonés).

It must be rememberéd here that most brovinces do not have
an'overwfhe~air educational tele&ision network. For other
types of pfogramming, tﬁe vast majority indicated satis-

. faction with the'statﬁstuo ("ehoﬁgh“}, although there was'
-sqmé'tendency for people to.iﬁdicate a_deéire.for mbré.“TV
theétre" (44% of franéophoﬁes~and 37% of anglophones felt -
there was not enough) , and public affairs/information
érogramming (35% of francophones and 35% of anglophoneé).,
Conversely, there wefe vefy few pro@réms=of which respon-
‘dents felt- there was "too much," except for soap operas on
the part of English Canadians (54%) and sports (45% of

‘ ’ f‘i‘ancophoneg‘ and 35% of anglophones felt .{:her'e was “too

much" sports; only 7% and 10% felt there was "not enough").
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" The data presented-above suggest that indeed fhere-
are some minority piogramming needs which are noﬁjcurrently
‘being.méﬁ through the operation of the CBC, priyate_Canadian_l
 networks and availéble U.Ss. stationséumEerhaps.mbéf
surprisinqi-w in.lighf of the criticiém that Canédians do 
’noﬁ want Canadian progtamming - is the strong féeling.
that.there‘should'be more "docﬁmenfaries‘about Canada."
Clearly, the fact that Canadian progrémmiﬁg is deemed .
inferioﬁ,has not precluded both the Franco- and'Ahglo«
Cénadian~viewer from wanting to see more (on television)

about his/her own country.

3. A Summary of Structural Possibilities
. Thére have been aAnﬁmber of proposals regardiﬁg’hbﬁ
the CBC might be restructured tofbest‘fulfill_iﬁs objectives,
thé federal_government's objectives for broa§cas;ing5in '
general and/or other objectivesvimputed to it, These
S proéosals are: | |
1) That the CBC .become a progrém prdduction agency.bniy,_
- with a separate agency "spun off" for purpdSes of:providing
transmission facilities (and peﬁhaps yet another agency
to schedule programming). |
2) That the CBC become more like the Pﬁblic Broadcasting
System in the United States in terms of: (a) minority—:
_oriénted content, (b) a &iminuation in emphasis onA
regional and/or local péoduction,(ieeq, what are now

regional production centres contribute tc national




prograﬁming.but do not'producé'proérams#speoific only
to thetresbéctive regions).
3) That a new program channel,*CBé—z,lbe déveloged,Aand
»that this channel be7diétributed‘ovér cableltéleﬁision.
3a) That the CBc; in~conjunction.with'a_reliance on‘te"le--=
j vision'for1the distributionAof»CHC«Z, use cable‘distri;i

bution to distribute its main signal aﬁd,‘in remote

areas, actually construct or acquire  such systems (using

the revenue from these systems to help d@fray costs) ;
4)-That the CBC contanue to functlon as an over- the~a11
:‘blOddcaSt system operatlng a smngle televmslon channel
Mln each language, but  that CBC. (and other Canadlan net;4
work) program5~be retransmltted.over cable telev;slon'”
"compleoentéry channels“ to be operated by cable syotems_

{i.e., "repeat channéls")°

The‘proposal;to»séparate the transmission and program;.
- production facility aspects of the‘CBC:will be dealt with"
separately under the heading; "Content/Carrlage Separatlop,'f

while the various proposals relating to the CBL and cab]e

have been lumped together in- the dlscgss;on-below.
‘a) Tﬁe'establishment of aAPB€~style ser&ice
The desire that the CBC traps{orm itself into a
'minority interest’ service patterned (at lEdwt in termn of
program:oontent) along the lines of the Amerlcan”Publlc
Broadcasting Service ﬁa@ some support in the rogulatory

env:ronmant in whlch Canadlan broadcaotlng operate

opec1f1cally, wlthou; expllc1tly referenc;ng_PBS,‘the‘CRTCQ
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in ité decisioh regardiﬁg the renewal;of CBC's liceoce
(l979b),'has advocéted such an epproach" The CRTC's
cr1t1c1sm of the CBC is that it is too concerned w1th "the
'marketlng and mass proolammlng commerc1a1 practlces of North
American broadcastlng" (1979b:6). In a sense, thlS‘lS-a
repetition of the argumente which one frequently hears
from private broadcasters vis~a-vis the CBC e namely, that
it ought not gear 1tse1f towards mass-appeal programmlng.

There can be no doubt that prlvate sector broadcastlng
in Canada would receive OmE'bEHEthS from any move by the
'CBCAto move away from mass'aépeal broadcasting. nyom the"
CBC's vantage point, the main problem with_such a:move'
~is that it would leave CBC'affiliates in a ratﬂer untenable
: position; the 'mass appeal programming,}'with its ettendant.
'Lcommeroials; is reqﬁired to provide the letter with suffioient.
revenue to maintain themseives.

The alternative, then, really amounts to the need to
buy-out the various'affiliete stations, The eetimated‘
cost.for such a move would’be‘between $75 million_and $100
million (CBC, 1978:472); it is not Clear that this amount of
money coﬁld eesily.be obtained by the CBC, nor;is.it clear:
that even very drastic rewerganization along the linee'of
those suggested by the CRTC in 1ts decision (1 ee, the
‘deletion of local programmlng) could. make avallable anythlng
.cloee to this sum of money.

There can be no‘doubt that, in the long run, the

buyeoﬁt of CBC television affiliates would be highly
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-'desirable.' These affiliates'curréhtly‘tie the CBC to some

types“of‘(émerican) commercial programs, and reduce the

.scheduling flexibility which is quite -imperative in the

operation of-a single network.designed to counteract the
"Americanizing“ iﬁfluencé of not only 3-4 b.s. networks.
typidally a&ailable to the Canadian population, but also
the predominantly American progrémﬁing'found on many Canadian
stations. But, as a éhort«térm_éoésibility, the éuggestion
that the CBC simply ignore the existenéé.of the affiliateé
i;_almdét surreptitious. |

| Likewise,'ény_attempt to delete mass appeal ﬁrogramm
ming-and simply reimburse theAaffiiiates for-lpsses-is not

likely to be practical given the current budgetary restraints

‘imposed on the CBC. The CBC (1978:462) has estimated that

it.would take aboﬁt $100.2 milliOn per annum to delete all
comﬁercials from the network. This édmprises $71 millidn
in advertising revenue the»Corpbfation cﬁrrently‘receives,
$20'million to replace the aiﬁ time filled by qommerpials,
and $9.2 miilion tb reimburse éffiliatéé for 60mme£ciél%
time’releaged to them (probably uﬁsaleable dué to small
audience size). The latter figure is‘pfobably slightly
understated, |

There are, though, additional problems with thé.
eiiminétion of commercials and the implementation.of a
'minority programming' scheduling policy. First, the fact

that the CBC receives mnost of its support from annual

"y

parliamentary appropriations makes it extremely reliant
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'upOn‘the éovernment of the day. It is not clear that,
- given the desire for some elemont of autonomy between
'broadcaster and government, this 51Luatlon is de51rable;
The annual budget process makes_lqngmrange planning
extremely difficult — an issue which both the CBC and the
CRTC héve raised at the recént licence'rénewal heaiings |
- and probably impedes the CBC s ability to effectively
fulfill its objectives. If long-range planning is difficult,
the rétionalization and;efficient.allocation of resburées
also“becomes problematic."During the 1967-1968 Broadcast
Act deb tes, there.was.originally'a draft Broadcast Act
which provided the CBC with a fivémyear'appropriatioﬁ from
.Parliamenﬁ. Uﬁder criticism fromvboth‘major parties; fthén)‘
‘Secretéry of State Judv LaMarsh withdrew»£his provision and
renlaccd it with an annual budcetary review. |

In anland the issue of the re1atlonsh1n between the.
BBC and government is settled 1n»a twofold manner: first,
there. is a fair degree of autonomy between the twd‘ip'that
 those in the British Isles pay a ’liceﬁce fée}_for %hé use.
of television, and this licence feé"is remittedﬁ(thrbugh
the PosL Office) to. the BBC Secondly, at roughlj ten-year.
JnuervalQ, there is a- thornugh revmew of the BLC and the
broadcasting system in general by Royavaommission, which
‘makes longQﬁerm éolicy recommenaations‘v The licence fee
‘coﬁcept wasioriginally presént:in'Canada (in the early
days of‘radio broadcasting), but it is unlikelf that such

a proposal could be effectively implemented now without
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" severe public opposition.

 Advertising revenue provides one of the few meahs»by

which the CBC isvfunded.without the direct possibility of

government intervention. ~In this-gense it might be
cénsidered important vis—a;vis‘thé'autonomy of the
Corporation were it not for the fact that it only comprises
about 14% of the CBC's total budget. It might be.npted,
however, that other ‘structufal‘.possibilities for:
atteﬁuating the CBC's economic reliance on the government:

exist, and these might be worth pursuing. ~Should this be

‘the case, advertising might, in tandem with some other form

of financing, facilitate the development of 'aﬁtonomy'

which was mentioned above, Of'courée, within the context of
Parliémentary appropriations, a fivefyeaf'allocation would |
help serve the same.éndc It is,"of'coursé, beyond:thé.
intended scope of this study to examiné.in detail‘the issue
of Parliaméntary appropriations fof the CBC. And, an |

important presumption has been made here: that it is_

~desirable in fact to maintain and strengthen the degree of

autonomy the CBC-has-from the government of. the day.
Ultimately, this presumption must take ﬁhe fogm of a gové?nﬂ
ment policy on the issue inautonomy. And, some may feel
that, to -the contrary, the CBC should be more subject to
political control from government (i;e.} the cabinet).

The. second general issue area raised by the CRTC's

proposal regarding the transformation of CBC's programmeing

objectives is that of how a 'minority service! (& la PBS)
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,fulfilis the CBC's objectives and the federal objecti&es
: for broadcasting in general. va, as‘the CRTC suggests;

CBC were to revert to a PBS~style service, there would be
immediate repercussions in ter@é of aﬁdigpgs; 'Specifically,<
the size of the CBC's audienceAésula probably diminiSh‘to

the proportion of audience the PBS receives in the United

States ceteris paribus,. This is typically 1-2%. One
might expect this proportion to be_g&ig&i&x‘larger’in
Carniada for the following feaéons:

a) CBC ocﬁupies.VHF’frequenciés;-which have a greater .
. reach than UHF(and which people tend more to tune into,-
-although this patfern.is‘changino with cablé). In-

the Unlted States, PBS occuples the less des:rable

UHF frequen01ea in most centres.

b)_Historical"viewing patterns. Some 'carry o#er‘
might be expectedu

¢) Canadian nationalism on ‘the part of vieweré.

On the other hand, mitigating dgalnsb the CBC's
receiét of larger-audlenceq (1n proportion fo populatlon)
than the PBS is the fact that, in three provinces, there
. 1ls an>inmplace educational network already providing minority
programming of the sort eqviséged by the CRIC and of the
sort.curréntly programmed gy~PBS. The implications of this
duplication in terms of.what'might be seen as é federal
incursion into an1areatcurréntly ichupied' by the provinces
are unclear.

?

Certainly, survey results seem to indicate a felt
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néed.on the part of Canadian audiences fof_moré a) program-
.ﬁing aboﬁﬁ Canada, b) educational programming and c) public
-affairs and info:mation programﬁing; On the"othér'haﬁd,
there &re some seri§ﬁ§ im?licatioﬁs to the abanéonmént'of
the area of entertainment programming by the CBC..'Speci—
AficallYi the total audien¢e watching Canadian programming
caﬁ‘be expected to diminish substantially., In terms of
retaining a_system"primarily‘Canadian in content and

character," such a move would seem‘to be counterproducﬁive.
The opposing argument is that, by éngaging in enter-
tainment pregramming, the CBC is abandoning a "Canadian

character" and adopting American~style programming formats.

The presumption here is thatfiipso‘facto, any méss appeal
proqram_made_in Canéda will be "Americanized" because of
its poéularityo That is, these prdgrams will be of no
value in exploring distinctively'Caﬁadiaﬁ themes and
mythologies. While it might be easy to concur with critics
that some £Q£ﬂi§ elements make Canadiaﬁ entertainment | |
programs similar to Américan‘ones, the idea that’prggfams

such as King of Kensington and The Beachcombers are “based”

on American concepts cannct be rejected out of hand‘ Yet,
to sﬁggest that these progranms do not in sonme way-contribute
to the eXploratibh_of Canadién themes and issues is inisome
senses preposterous. The issue of "made in Canada" versus
"Canadiand needs to be explored-further.. But at this pbint,
we would be very wreticent to concur with a simplistic pre-

sumptioh that, if a program is popular, it must not be
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Canadian. . Such an attitude cannot be tolératgd'if‘the 
objective of develbping;a system Which‘is "primafily.
Canadian ig content and charégter"_is to be reﬁained}‘ A
further-issué, which éhall not be discdssed'in éetail here,
is that of whether, in the light éf an historical conditioning

Canadian audiences have had in regards to American program-

" ming, the development of distinctively Canadian'themes‘and'

>

formats might best proceed from the standpoint of'slowlyv ' _ .

introducing audiences to variations., We might, as a final , -

.note, refer the reader to a brief discussion regarding this

issué in Brooker et_al.(19?6:82'23_pas§£g.), '

b) CBC-2 and the Role of Cable Television
The proposal for the development of a second CBC

network is alluded to_in the CBC's recént submission to the

. CRTC regarding the renewal of its network licences (CBC, . .

+1978:449~456)., The basic outline of this plan is as

follows:

a) The CBC would negotiate with cable téleviéﬁgh
systems to have a second CBC channel car:ied. The

* transmission costs would thus be minimal ($2 million
for each satellite ghannel;'thevexact number of
éhannels dependent upon hbw much one wishes to
provide different servicés for each_time:zone);

b) Cable systems carrying CBC-2 would each pay the
CBC $1 per subscribef per month for CBC-2 service;

this revenue would finance the second network's
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opération;

c) CBC-2 would consist of (i).re:uns of‘CBCvpfograms

and (ii) soﬁe sgécial programs made possiple by thé

re&enue from céble systems; e

.d) Ownership of "earth stations" to receive CBC-2

would reside with cable operators, although the CBC

might&pfovide earth staﬁiohs ﬁo remote area cable
‘opefatbrs who coﬁld noé otherwise afford them or to
operators who wefe_unwilling to purchase them,

On the basis of $1 per subscriber per month, the total
revenues whiéh.could be generéted for a CBC-2 service would
bé.$4l,028,000‘(on the basis of 3,419,000 current sub-
scribers at $12 per annum) . Ihese revenues may not. be
" substantial in relation to CBC's~annﬁal budget, but Ehey
could, conceivably, pay for.the marginal costs involved in
establishing a secoﬁd.network; | |

Thefe are, of couréé, some "problem areas," naﬁely:
(a) ownership of earth stations, (b) carriage of the CBC
Signal on "kbasic service," The "baéic service" iégue.is
prbbiematic. Soma céble operato:s-in the countfy —— QY
at least, in English Canéda e S@em ﬁovbe willing; it
appears, to carry CBC-2, even if this carriagefinvo;ved the
payméht of a fee. But cablesystems whose "basic seivice"
is-cﬁrrently filled - i.e., most of Ontario —— would be
(in general) unﬁilling to carry this'CBC~2 service on
'basic service'; déing SO Would'require them to deiete an-

American network channel, and this would likely meet with
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' subscriber resistance (i;e.; discénnections). On the other
haﬁd, the carriage éf CBC~2 on "converter" Servicevwould
have some advantages for cable opefators in the%r salé,or.
renﬁal‘of converter éérvice, For} while the CRTC has
decreed that'convertef suﬁply.shall'be an open market
phenomenon, in préétiée the Vést majority_of sales/rentals
are made throﬁgh~the cable company. The provision of CBC-2
would increase the demand for converters,.and financial
benefits Would.accrue to céble companiés. Under curreﬁtA
CRTC rules, "CBC-2" Would prébably ¢onstitute é "priority
service" (if cérried), and thus wbﬁld»have £o replace an
American éhannel on "basic service” in many Canadian'centres;
| fCBCwZ.brovides a response.to a problem fb: which there
appears to be no other immediate short-term solﬁtion: héw
to counteract the impact of an‘inéfeasing proliferation of
American programming channels;_ The issue of-Americén

"super stations" availabie}on satellite will be dealt with

'separately. Currently, almcst all American network programs

(serials, etc,) are availablé twiée during anf givéh Qeek
£o the-Canadian audience: once Qn Canadian1netwo;ks or
stations,iandva second time on American'statioﬁs ieceived
'(mostly) through cable television. This is not, however,
.tﬁe case for Canadian programming,_ahd a CBC~2 proposal
would act to 'equalize' the situation to some extent.,
‘While a voluntary aéreement by cable opegators'with

regard to the provision of CBC-2 and to the payment of a

fee would be desi:able,'ultimately‘the ability of the CBC to
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'_esfablish:a second Caﬁadian pdblié network is related to
the possibility of some regulatory mechénism being inséituted,
to compel cable operators\to carry the service andgfemit
funds in exchange for.it. It is at this.point that the
issue of perinciél control becomes'#eryiimporﬁant.A If
the'fedéral government gives to the provinces:control and
auﬁhority over cable television in .all aspects —— iﬁcluding
signal carriage — then'it»hés rélinquisﬁed its direct
ability to ensure that the CBC will be able toAimplement
CBC~2,  This is not to suggest that all provinces“might

not voluntarily agree to such a proposal, but insofar as

the locél'carriaée of CBC-2 would be sblely via cgble,'the
CBC would be dependent uéon cable systemsvto implément its
Seéond channel. The alternative e OE£-Alx distribﬁtion —
is not vexry feésiblétv The CBC has expended large.sum$ of
money in estéblishing the 450 transﬁiﬁters necessary to
provide éefvice to_most (é?%)lof the Canadiaﬁ population.
Conservatively, one might (using an average transmiﬁter/
Aanﬁenna/site cost of $150,000) buﬁ this transmissibn'facility
cost at $67,000,000, exclusive of satellite/microwave

costs, It is nét ciear'fhat the enormous expendiﬁures on
fransmitters for English aﬁd French CBC TV éervide can be
duplicatéd within the currenﬁ edonomic const:aints of the CBC,
and in the absence of any "indepéndent" (e.g., cabie fee)
form of support, Furthermore, iﬁ light of the advent of
direct~broadcast satelliﬁe and the growing use of cable

television (universal cable), this means of increasing the
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‘number of Canadian TV channels might be technologiéally."

unwise. (On this point, see the discussion on 'univérsél)
cable.') | “ |

One means by;whidh thé-federq;ﬂqQV@rnment-might retain
its‘abi1i£y to ensure that~aVCBC=2‘cOuld be implemented
would be to establish a central agency (the‘term-"gateway“
has been employed) through which ail;U,S. signals are
imported. That is, rather tﬁan permittiﬁg cable to fély
on the use of U.S. bordef ™v Stations, signalé would be
either (i) imported directly'from-the U.S. networks, which
migﬁ% be'paid a»fee for the sérviée or (ii) impo;tedAin
the form of the puréhase of U.S,'program.rights, with the-
programming in Canada of separate "J.S. " services, In.
either case, a gateway agency would,eithef (a) delete all
comme#cials (unlikeiy)} (b) insert Canadian commercials in
parﬁ (under agreement with U.S. networks), or (c) insert
entirely Canadian commercials (if programming a separate
sérvicé). Some form of agency éuéh_as that delineated
above has been suggested variously by the ConéultatiQé
Committee 6n theﬂlmplications of - Telecommunications for
Canadian Sovereignty (1979), A. Ouimet (1978), ahd S.
Griffiﬁhs (1976). Whether this agency‘would be run by the
CBC or separately need‘not be evaluated in detail here.
One proposal would be for the agency to be run in tandem
with a nationai (public) Pay Television agency separate from
the CBC, | | | |

If American programming'can‘be‘imported only through
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a "gateway” agenoy under federal oontrol,~the federal governm

‘ment could ensure that CBC-2 would be carried by cable

systems by instructing the agency not to enter contracts

with cable operators (to carzy. S o PrOgrams) except as

.part of a package deal guaranteeing the carriage, of CBC-2.

Presumably, some form of“payment-Would be made by cable
operators to the central agency for the services (i.e.,
U. S plogrammlng, CBC 2 and pelhaps pay telev151on as an
option), and of this payment, a set amount ($]/month)
would be transferred to the CBC,

i It-is unclear under what_form of legislation (a
rev1sed Broadcast Act? Some‘bill.enacted under the fedexral

qovernment s power to fegulate 1nternatlonal and ;Luter-'=

provincial trade?) a gateway agency would be establlshed

and ‘cable systems ~- which might be fundamentally undex

provincial Control,mm-Would be prevented from thekdirect

'1moortatlon of U, S border statlons. ThJS legnl issue would,

of course, be reso]ved but a number of 0ptlons appeax to
be possible. This form of arrangement could leave the

provinces a fair amount of power regarding local content

on cablesystems, but would wvest in the federal government
the power'to ensure that tne electronic mass media meet
certain standards regarding the overall ratio of Canadian
to non~Canadian programminé. | |

A further extension of thedCBC~2 concept might be
for the CBC to actuale acqulre Cable ayqtema e especially

those in remote areas -—- to Leplace over- themalr broad«
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.dasting as the primary transmission medium, Thus, insﬁeadW
of having to incur costs related to thelmaintenance'of'- 
 trénsmitters, the CBC would maintain a cable system, from
which géﬂg revénue.would be obtéipgdf :TQ;s sort of
configuration could be phased in gfadually Qiﬁh the imple-

mentation of CBC-~2 and as the existing CBC-. over-the-air

transmitters reach an age at which replacement would normally

be required (with some overlap between é "cable only"
conflguratlon and the current over"the"alr system) Diféct"
broadcast satellites m;ght then be: used Lo "flll«thejgaps"
An; i.e., provide service to those not within reach of a |
cable system., (Cable cﬁrrently "passes”" over 70% of the
homes in Canada; under a configuration suéh as that-sug~
gested, CBC might well 'wire' additional homés to. provide
sefvice;). This)“buYaoutT of cabie systems might incur

additional capital costs for the CBC. However, it

mlght be p0551ble — in some cases —- that private financing_

might not be avallable. Currently, some remote area cable
sysfems are not economically fea51b]e because they could |
not readlly recelilve anvthlng more thav CBC service -
'whlch_ls-already available off-air., This pertalns largely
to the fact that there are no major services aside from‘
CBC which can be received via satelllte (the only economical
way to receive 51gnals in remote areas). With additional.
serice available‘via satellite, this situation migﬁf |
change considersbly. In mgny.instanées, the CBC already

owns receive-station equipment in these communities (for
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‘the redistribution of CBC northern service). . Aside from

remote areas, there are also major population.ereas in
Canada which,‘due to.geographic peculiatities)‘ere largely
uncebied. Windsoxr, Ontario iseansegamole of such a'location,'
How gould provincial contrbleoyef cable televisioho
affect the CBC's ability to exercise a "cable involvement"
option? . Thie'question has no obvious answer, Certainly,f‘
1nsofar as provinces might see 1t as’ advantageous to extend
service, one might suspect there would be. very little

resistance. On the other hand, provincial regulatory'

tribunals might be reticent to see a federal agency own

any provincially regulated franchise for fear that the
provincial government mlght lose regulatory control (in
a Juxlsdlctlona] senqe) There might, therefore, be a

pre~existing bias against CBC-~cable involvement regardless

of the merits of the configuration., At this point, however,

we can only be highly speculative.. Certainly, the matter
could be resolved if, in the division of powers, provincial

control was acknowledged even in the case of cable facili-

ties owned or operated by a federal crown agency.
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B. Cable and Pay-TV

1. Cable TV

Cable, or more accurately, coaxial cable is character-

- ized by its4capacity to carry'a gfeat deal of simultaneous

information, i.,e.,, a number of TV channels (broadband),

which is distinguished from a telephone wire which can only

carry relatively iittle'information (narrowband). A standard.

coaxial cable is generally capable of delivering abcﬁt 42
channels of television 2000 feet befofe remémplificaticn is
reqﬁired to a total disfance of abcuﬁ'SQ,OOOlfeet; that is,
about 40 amplifiers at most from where the signals are
introduced into the system (head end) to the'furthest home
still capable-éf-reéeiving_technicéllyvacceﬁtable piciﬁres.

| Because the 42 defined channels are all located below -
the UHF band, a normal TV set éaﬁ'cnly tune to 12 (Channels
2»13).VHF channels on the cablé; The remaining channels

or a portion of them require a special tuner. For ease,

‘this tuner is usually designed so that any selected channel

is .then converted to an unused spot on the VHF dial (Channel"

3 or 4). The "basic" service is then those channels (2-13)
to which a normal TV set could tune to on thé cable and the
“au§mented“ service represents additional channels (A, B, C,
D, etc.). The channels are Only Carrieré of the TV signals
and for technical, regulatéry or Otherlréasons, a siéﬂal may
be reassigned from'one‘channel to another by: the cable |
company. In Canada a pfidrity.is given to Canadian stations
for their allocation to the basic servicevwhicﬁ may be | |

limited to a total of 7-=8 useful (unimpaired) channels.'s
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The "wired nation" ideas which pre-supposed using cable loops

Transport only in terms of franchise area and signal quality.-
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~>However, cable technoloéy is notvlimited to. television
signals but.can alsé be used for th@usands.of simultaneous
teiephone_calls, high speed daﬁa‘transmiSsion, iinking
cémputars and connécting~terminals; In'essence,\theicoaxial
cable technology has thé capacity to extend the delivery of
an ever—greéter variety of‘éommunicétion'serviées. |

The generality of the above must be tempered by

observing that existing éablé Structures:are "treé~liké" in
design, While coaxial cable itself Qill carry immensely:
more information than a’telephone‘wire~pair,'in its present
cable configuration broadband. information is esééntially>
distributed out to the entire sjstem simultaneously. A
telephone configuration impliesvthe‘ability of ény end- point
in.the network tovéommunicate with (be switched to) any other
end point. This reéuires a separate Qirempair td/from every -

subscriber to a local exchange ahd is termed a local-loop.

to/from every dweiling lost all credibility when the costs

.

were determined. It is certain, however, that new technologies

(optic fibre) or newer approaches (interactive o
cable) will upgrade. the informational capabilitiés

points to inter-communicate.

Initially cable was regulated by the Department of

It rapidly became apparent that the wholesale importation of
U.5, channels would have a major effect on fragmenting of

Canadian TV audiences to the disadvantage of cur own broad-
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castefs.'"sihce the economic exploitation of ﬁhe cable -
‘technélogyldepended onAreceiving and distribuﬁing bfoéddast_
Vsignals the federal.government regardédgcable TV’systems
primarily as essential-elements in the structure Qf the
‘Canadian broadéasting system. Incorporated within Ehe

Broadcasting Act of 1968 was federal jurisdiction of broadcast

receiving undertakings with the CRTC‘aséuming regulatory
autﬁdrity. | a »
Thus ﬁhe federal policy on cablévhas been to treat

céble as-a.compbnent of a sihglé federally-regulated broad-
'caséiﬁg systexﬁn The CRTC treats'the-cable operator as a
broadcaster with the role of developinéva uniqué commﬁnity
service, which islnot‘prdvided by conventional bfoadcasting,
- by inviting active participation by the Viewér in his local
programmning. Furthérmore, since.the cable :‘Lndﬁstry.is.p::‘ofi»t-~
able, the cable operator is redﬁested té spend 10 per cent of
his‘revenﬁe to devélop locally-~produced programé of a
»cémmunity nature, |

| On the othér hand, the provincés have disputeﬁ federal
bOntrol andiexciusive jurisdiction -over cable, To the
provinces, cable is very much a local undertaking, dpesn't
Cross provincial boundaries and is in reality a broadband
telecommunications delivery 3ystem since.it has the cépacity
to carry mahy.telecommunications sérvicéé»not relatea to
broadcasting. - The cable technology may be simultaneously
used for many other servicgs which offer attractive eépnomic

possibilities such as remote alarms for fire, theft or
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ambulance or in-home shopping and learning possibilities.
From the provincial standpoint, cable ‘appears to be more of
a_telecommﬁnicatisns sommbn carrier'caéable_of iéasing channel
Spacs to a variety of(users;\uAN,ﬁ:

The prairie provinces, iﬁ éarticﬁlsr Manitoba and
Saskatchewan, regard cable as a telecbmmuﬁications delivery.
system (local broadband netwo;k) snd-bitterly reseﬁf any
introduction of new servides‘by cable~operators which they.
feel belong to their telephone companies. To extend local
~broadband services the‘revenué from proéfamminﬁ services is
‘necessary, Thus the provinces,; in particulai those who own
and régulate their-telecommunicationsiservices, regafd the
telecommunications common carrief‘a5pecﬁs of cablel'with its
econsmic potential, as very significant in meetinglﬁhe_‘
-proﬁincial needs of their constitﬁents.

Therefore these provinces see cable as a pstential
tslecoﬁmunications‘carfier} whicﬁ if ndt under provincial
contrbl, will be a competitorito their own provincial tele-~
communications systems. They see the éotential fos "sream
skimming" deveioping with the surplus revenuesigoing to
corporate profitsvin’the.East'or even iﬂto programming iﬁstead
of the extension.bf services to less economically'rewarding
areas in their provinces. Finallf‘the provinses question the
contributisn cable is making to national goals under its
present regulatory rationale since itiis primarily retransmitting
U.S. stations resulting in the imporﬁation of a foreign

culture at the expense of our own,
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The contréversy over cable jurisdiction.is further

heightenedVWith the ?ossible growth of closed—ci:éuit‘systems-'

offering newer or different content which is becoming viable.
Without the introduction of received broadcast signals into

the system, the cable technology is clearly outside the scope

ofithe Broadcasting Act and becémes a closed-circuit device
oﬁtside of federal jurisdiction, |

This problem of closea;circuit cable has given rise to
a number of very inﬁeresting scenarios for futurexéroblems.
Keeping in mind that exisﬁing‘cable is a conduit for a number
-of éimultaneous seryices s someuoriginally brdadcast; othexs
not (i.e., community cﬁannel, élphanumerics, etc,) - then
it has beeﬁ suggestéd,that the cable itself has portions of
béndwidth'concerned with broadcast signals aﬁenabie to fedérél
jprisdiction whileiéther portibns of the bandwidth are closed-
circuit and not under CRTCicontrol,‘;The CRTC;S positioﬁ‘has
been that if any part of the cable distributes broadcast |
signals then the whole systemjis classed a broadcast receiviug
undertaking - an assumption'which\wéuld appear tojgé well
founded in theidéfinitionéxuséd in.the Broadcast Act and_in
the courﬁs' attitudes to the}iﬁéeve:abiiity of éarts'ofia'.
Fsystem, "

However, in the case of Saskatchewan, the pay TV system,
CPN (ﬁow defunct) was tolerated as a “closedmbircuit"'sefvicé:
separate from fhe.broadcasﬁ retransmission service, While
there are instances, e.g. Network One in“Tofontof of a

completely separated closed-circuit system, i.e., a separate
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‘ ) , 'rédundant cable, our present economics dictate ﬁhat this is
iny feasible when the density of poteﬁtial Subécribers is

- very high and therefore cable distances between.subscribers‘
'are>very sﬁort, i.é. ﬁotels, high rises, condominiums;AéEc.

Not éniy does the success of closed~circui£ cable depend on

exclﬁsiveiy nonmbroadcaét content but bn éontént which must

bé pu:éhased atla-éost of roughly.30 per cent of gfossirevenue.

- But if cable is regardéd as separable channels or as

portions of bandwidth, two future situations are very

possible:
’ a) Existing cable operatorsICOuld ofiginaﬁé their bwnA
paj channels\in a.cémpletelyvunregulated fashién and in the
. - present ambivalent situaf:ion might feel themselves compelled }
‘l ' to do so shortly if:
| 1) fufther>dealsvare made with telephone.compény
éontrolled cablé syStémS which proliferate and permit
o the internal "closéd«circuit" concept.
| ii) “"pirate" pay-cable operators proliferate in high

density cable areas or expand through cost reductions

as the economics change - e.g. optic fibre.

©1i1i) spillover of U.S., STV offers a threat to their 4
potential markets.

b) Existing broadcasters might cease over-the-air

transmission and opt for total cable "closed-circuit" delivery
- and avoid all broadcast regulation, i.e. freedom from Canadian
‘l’ . content, limits on advertising, etc. A number of broadcasters

‘are'already primarily cable delivered and no doubt have
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visions of "supér statiOnﬁ stétus, While currenf reéulations
.prohibit adyertising'on cable other'thanias a part of the .
retransmitted broadcast signal, thé CRTC would be ineffectual
in aspects‘oficéble rémoved from its jurisdictiSn such as a
clbséd»circuit.portion. Either or boﬁh situationsAwould be
ob&iously detrimental to the objectivés of broadcasting in
Canada. | | o
_One approach to solvin§ this brébiem.has been to

redefine ﬁhe premise for federal regulation on the gfounds of
"proéram sérviées"’rather thap whether the signal is received
from over-the-air or originatéd at the head-end. Without the
agreemenﬁ of the CRTC and Without'any'diréction from
Parliament, the Depéitment of ComﬁunicationS'ﬁegotiated a.
bilateral agreement.wiﬁh the Governmént bf Manitobé‘which‘
explicitly allowedxﬁhe contravenﬁion of certain CRTC regula-
tions. The effect of this agreément‘is_that the Province of
Manitoba, through its.agency, the Manitoba Telephone Systém,
is to be responéible for system ownership and servides,_other
than proérammin§ services}_while program content iﬁciuding
pay televisionAon closed circuit systems, remains exclusively
unaer federal jurisdiction. The signing on November 10, 1976
of this bilateral agreement is indiéative of an approach to
federal/provincial'cooperatioﬁ in cémmunication matﬁérs and
of a trend to more bilateral aqreeménts between the federal
govefnment (DOC) and the 6ther provincés in ﬁhé fuﬁure,

'. The Manitoba situation was unique in éQ far as the cable

operators effectively owned or controlled very little .of their
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plant and were oﬁiy leasing it from the MTS through "Full
Service Agreeménts" which were soon'to.expire.‘ While the-
CRTC might have wished to compel<its anershié requiréméﬁts
(head ends; amplifiers, and drops) the.realitiesuwoﬁldn't,
support this. At present»only-the locél.head ends and
iﬁside'wiring belong to céble opératoré who now leaée channels
2-13 from MTS rather than lease the'"system.“

While this separation 6f responsibilitieé appears to
have a certain logié (i.e. program services - federélj
hardware and other services - pfovinciai),it raises a number
of s;rious gquestions in terms of the ca%rYing out of the |
.objectivés’(or;likely objectives) for broadcasting in Canéda.'
This application of the simple (simplistic) message E
medium sepafation ratioﬁale acknoWiedges'a bésic principle
_ that revenues from é telecommﬁnicatioﬁswmonopoly be used to.
Qfoss»subsidize and exténd servi@es. It does not, however,'
satisfactorilybdeal with ‘the at least eqﬁally important<
premise of broédcasting which holds thét some of the reveﬁues
ffom thé privilege of hoiding.a licence be difected.tbward
.origiﬁating content of a local, regicnal and/or national
'benefit, This content is mést unlikely to be ecoﬁomicélly
profitable or even self-liquidating for‘all the,obvious and
often Quoted reasons. “ |

As a result Qf this Manitoba arraﬁgement,in which the
fqrmef cable-oPerator leases channels from the common bérrier
(MTS);conﬁrol of the profi# centre and the direction for the

application of profits reverts clearly to the carrier or its
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regdlatory body. ~For example if the CRTC allowedlthe cable
.leasee a rate increase‘Whiie-extraoting a‘promise'of perfor-
mance in community programming, the Manitoba Utilities Board
might then feel that therable‘leasgeuwasgtoo.profitable~and
raise the rates in order.to, .say, cross>eubsidize extension
. of cable, or cross subsidize new nonmbroadcast services, or
Ccross subsidize the telephone subscribers,-or simply~add more'
money to the general revenue of the prOV1nc1a1 government or
all of these. Eventually consumer demand would determine
optimum cable rates and prov1nc1al‘objeot;ves would determine
~ the cost of the program services lease. The CRTC or federali
priorities with respect to program service4objeotives would 
be duite meaningless in the long run° Inexorably the powexr
Which determined where the profitngo woula decide Whichi
objectites are to be dchieved,

The CRTC polloy w1th resoeot to cable has been preﬂlcated
-on private ownelshlp whlch 1ncluded srgnlfncqnt plant and
‘EXclusive federal jurisdiotion. This policy has probably
- failed in either extending.oable to'uneconomic‘ereas}or in’
extracting an originally produced socially beneficial content.
Very simply the cable operatore~have been.grantea:a;monopoly
to place.surrogate U,S..trensmitters on Canadian soil and.
‘charge for the service with little pubiic accountability.
But at least the CRTL pollcy contained the lmpllClt and
ekpll¢lt power to direct the acthJtles of the -cable operator
through rate regulatlon and condltlons of licence to the task of

achieving national objectives. At the same time, there have
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been‘gféat concerné over protecting the over—the-air system
fromiunfair fragmentation of audience.or foreign inroads

into advertising.revenues;’

No doubt the Canada/Manitoba Agreement does indicaté

a modus.operandi'for.dividing responsibilities which‘might

lend itself to other Federal/Provincial bilaterdl agreements,

but it.fails to demonstrate any capability to ensure national

objectives and serves only to provide other provinces with a

‘shopping lisﬁ’of miniqgﬁvdemands to achieve.

Possibly itIWOuld be‘a useful digression to éxamine
briefiy the rhetoric of mediumnmeSSage separation. (It is a
rhetoric which is only raised»by the telecommunication common
carriers when there is potential éompetifibn in cdmmﬁﬁications‘

delivery systems;) When competitive terminal devices with the

-capability of "new messages" are proposed they violate "system

integrity" and the concept of "end to end service," Message
services included in data processing and value added network
services are certainly not excluded from.the domain of the
common carriers' interests. .
’Histoficaliy distinctions have.existed between voice and
record companies, i.e. telephone and'teleé_;ram° Another
distinction has.existed beﬁween wire and broadcast comﬁuni~

cations., All these have blurred as telephone and ﬁelegram

companies use wireless technologies (microwave and satellite)

- and broadcast programs are often disﬁributed by wire (cable).

While a telecommunications channel of sufficient bandwidth

(wire or broadcast) can be used for a variety of purposes,
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i:e; multiﬁie phone calls;idata, TV:programs, etc,, in fact

the Channels are Optiﬂized for a-parﬁicular.message serviée

and in the flrst 1nstance arise as 'a result of a. Dresumed consunmer
demandz The Channelﬁ are conCtxalned “to “bésgt serve partlcular '
message uses and the messages. are shaped to fit the requlre~

ments of the channel, e,g. the far from 1deal quallty of
telev«ujon sound and picture or the lack of sound fldellty in

" a phone call. 1In &all of this there are compromises and“
trade-offs for technical,Aéconomic, ahd"regulatory reasons,

‘ﬁThé thrust éfvthe presumed meaiumnmessage.dichdtomy
argument is that those communicationé serviceé‘Whidh aré
verticaliy integrated‘should sﬁift'té horiZonﬁal integration

‘ : - end t,iia,t a single monolithic telecoxmmihications eﬁterpriSe
Shouldlhave the séatiai mondpoly for the carriage‘of al1'nbhf
broaddast.electro~magﬁeti¢ signals~with the possibility‘ofithe
ifuture;disseminatimnvof_héretofbre.broadcast signals. _Sinde
cable and more éarticularly its likely successor, optié fibre,
§can technlcwlly calLy a full varlety of communlcatlon services
two parallel sy;tems invites wasteLul dupllcatlon. Thlq
suggesﬁs that the preseht local SPatialvmondpolieS'of the
teléphﬁne company and the cable bpé:ator be merged inﬁo a
éingle system as the techﬁology ana~fﬁndé permit., The first
stepé‘foward this end where the cable is effectﬁalIY'owned
Aby the cabié cperator would be to change the regulatory approach.

. | - from promi};e of performanée to rate~based regulation wAith"some
oi the requirements of a common.calrler. Whlle this nore

closely pattexns telenhone company regulatlon it hag-llttle
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' application'ﬁo achieving the objectives of broadcasting.  The

lrebuttai is that program originators or program contradtdrs
Again acéeés.on.the basis of social benefit promised. This
appfdach>has an appéal,where the central-@Qvefnment qontrqls
‘thg:chaﬁnels (e.g. the U.K.)aﬁd the éentral authority cah'thén
develop the requirements and degrees of subsidizations to
achie?e the national social purposes<th£ough a system of
program contracting. However; when the regulation.of'the
chahnel»_spatial monopolies lies in thé provinceé then the
reéltpower (the flow of money) resides in provincés and is
imper;tive‘inAdetermining the message content. |

The regulation of coﬁmunications common carriers is a .
very complex topic. Asiyet in Canada we haven't e&en completed
a costvseparationsAStudy or even.arrived.at any“conclﬁsions

about the dégree of vertical integratioh in the existing

telecommunications industry., We have no real way .of determining,
. T

for instance; whethexr the revenues from carriage of broadcast
*‘related services would subsidize or be an expense to' telephone

subscribers, whether they would subsidize long distance rates

or be subsidized, whether these revenues would be used to

~underprice services or terminal devices which are presently

competitive, We could only be sure that the return of funds

to Canadian program production (to impro&e their competifive
ability tb‘command the viewerfs attention) would be‘pveriookedt
Obviously a messagewmedium separation iﬁplieé no contrbl of

(or responsibility towafd) the messagé origination. The’tevenues

derived by the medium would logidally be directed toward the
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Objeétives.of the medium which'of course wduld‘vary from-
province to province through economic détermination.. The real
power OQer nessage content'would.feside-with the_dglivefy
monopoiy.and/or its regulgﬁor. }.,Nfcmk-

.;.The Canada/Manitoba agreement therefore attempts-tb deal
with the problem of the féderal iﬁterési iﬁ_pfogramiservices
so that it may further the.nationél.objectives and protect .
the existihg broadcasting indﬁstry in carrjing ouf its‘tasks,
It correctly aims to define its érea of interest not in
teqhnologicalAterms; e.g. ‘broadcasting receiving undeftakinés,
but in terms of content designed for the'general public without

regard to broadcast received or closed-circuit, This then

- avoids the problems of broadcasters going closed-circuit or

cable operators'prematurely going into.péy TV.. It does not déal
_Qith the far more complex topics as fair and.reasonable rates ;"
the’fights'to accéss and by whom, appeal or arbitration of
disputes over definition when the‘distinctions between "proqram“'
“and non-program services blur, e.g. fashion shows on_?élem 
shopping, alphanumeric and graphic news and weéther, iﬁforma—
tioﬁ retrieval that invol&es,fiiﬁ érchives, horse races whibhv
include in-~home betting, EFT, and interaétivekprogramming, etc,
Poésession will be nine-~tenths of the‘law@' |

On February 13, 1979 the Minister of Communications,
Jeanné Sauvé, commented on the draff pioposal:for constitﬁtional>
revision of cable distribution sYstems réleased that day by
the Canadian Intergovernmental Conference Secretariat. She

indicated that the prcposal had the broad support of the
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~ . provinces (Que.bec -reserved'vi_ts position) and while accom‘odating
. provincial intérests it Wéﬁld‘ensure.that "natiénal conéerns
.are respécted,.particularly with respect to the protection and
.COntinued orderly'development of thé'ganédian stédcasting
System." o
| Under the proposal, the two levels of governments would
have concurrent authorityiover-cablé distributioh systems and
each would have paramounﬁéy in areas of their"pximary interest.
In general terms this would mean.thaﬁ thé provinceé would
.regulaté céble distribution systems within a fraﬁework of
'feéerél legislation related to such matters aS'programming
content and broadcasting.
. : : . The provincial responsibilitiéé would then be: the
| licensing of'cablé systems within a province and the permittiﬁg
of them and other entities to-provide program services,
includiné.those of a community or\instructional nature, and’
. the regulation of intra~provinciadl télecommunications éervices
~on cable such as meter reading, fire alarms, surveillance
systems, etc, | | |
The federal govefnment.would make'deneral.regulations to
be dbserved_in the introduction and provision éf-programminq
- services, such as, signal carriage_priorities,icommercial adver-.
_tising, foreign signal éarfiage, and allocation of fevenueé £c |
Canadian programs. .Teéhnical standards.would be a federal matter.
The basic mechaniém of the draft proposal is concurrent’
. . c:onsultativé legislation with are,és_ of paramountcy ’(a_s thed

above} when inconsistency arises., The following is the text




44
‘ ~ of the "Draft for Discussion" as released through DOC attributed

to CICS.:

" DRAFT FOR DISCUSSION

Cable 1. In each province the legislature may make"

Distribution laws in relation to cable distribution
within the province, including the recepulon
and redistribution of broadcast signals;
Parliament may also. make laws in reldtlon
th reto for each of the provinces.

Relationships 2., Any law enacted by the legislature of a
between laws province pursuant to section’. 1 shall

of the- prevail to the extent of the inconsistency
provinces and over any law of Parliament enacted there~
laws Of under except in relation to Canadian
‘Parliament content, Canadian broadcast programs and

services, and technical standards, in which -
case any law of Parliament shall prevail
'to the extent of the inconsistency.

. ' Consultations 3. The Government of Canada shall consult the
' government of the province concerned
before Parliament makes a law in relation
to cable distribution within that prOV¢nce
pursuant to section 1. :

Telecommuni- 4. Telecommunications undertakings coming
cations under jurisdiction of Parliament as well
uandertakings as those coming under the jurisdiction of

the legislation of a province and .engaging
in activities coming under section 1 other
than as carriers shall be subject, in so
far as such activities are concerned, to
the laws enacted 'under section 1,

Powers 5. Except where otherwise expressly provided
continued in sections 1 to.4, nothing therein shall
derogate from the legislative powers that
Parliament and the legislatures of the
provinces had immediately before the coming
. : into force of these sections..

. _ The jurisdictional approach of c:oncur*ency wmth areas of

paramountcv is dlscu sed in detaJJ in other sections of the
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'fepoft concerned with 1egal_and Constitutioﬁél mattérs, it
‘avoids:b§£h the_"tWOHtief“'approach and tﬁe purély divided
jurisdigtion approach. . ‘ : .

~In the ﬁ.S. the "local" nature of cabie is deemed ﬁo imply
a ﬁunicipal authority over the medium so that the federal
authroity (FCC) determines fechnical standaidé} Signal éarriage,
etc, énd.the municipal governmen£ grants franchises Klicenseé)
and s?ecifies the areas and rates. The State governments
have become very vocal about imposing their éuthofity aﬁd_iu
- some jnstances there is a quasimthfee tiex regulaﬁion:monstef,
With derégulation the. federal préSence may diminish but it is
not clear whether cable willVbecqme a purely local'undertéking
(municipal) or a combined stéte and local éongern, probab1y
the latter. | . i

If it is acceptéd that the "Draft Proposal“'deéigmation
of areas of concern is reaiistically the best division of .
responsibilities for Canada the questionfis: wéuld:this'apprbabh
§actually permit the objéctives of each to.ge aqhieved?l

Tﬁis brings us immediately to such tackyAquestions as:
who determiﬁes the rates? for what séfvices?'on whaf basis?
i.e. incremental costs? mar@ihal éosts?'amount of‘bandwidth?l
number of subscribers served? who geﬁs access? provinéial
nominees? to whom? - the general pubiic_(broadcasting) tb
special clients (point to‘mﬁitiwpoint). The list is almost’
endlésé. fhe draft assumes a great deal of good will but in
pursuing this implied mediumrmeésage‘division it hardly takes

into account the reality that the entity which owns and controls
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. V.thé mediﬁm sltimately coﬁtrols the message. The most simple

.expiession of this will be in the ability to determine where

the profit centres will.be and where the profits will be
appliea Whlle there may be some recognltlon of local and
prov1nc1al needs in program production it wnll be assumed

that the federal government has'the respon51blllty to subsidize
.nétional content and failing that, the'easy:use of cheap or

free iﬁported"content will satisfy the consumer-snd'maximize
. profits., It will hardly matter whether cable becomes a function
. of the telephone common carrier (Manitoba, Saskatchewan5 or -
whethsf it retains ssparate status but as é provincially
regulated.ﬁndertaking; ﬁapidly'any focus on serviéing‘nétiqnal
| . objectives will be lost ‘unless_ there are any positive incentives

to do so,

2. Pay Television

There is no doubt thatipay television is inevitable.
Pay TV holds some promise for the culﬁural industries, in
general, and for the film and televisioh'production industries
in particular. PayAtelevision can.pfbvide néw sources of
reﬁénue.both for ths‘cultural and éroéram production industries
and for the systems providing_pay teievision services, However,
the most important queStibn is how pay television miéht be
most approprlatelv developed ln Canada, What kind of structure
. .' is noeded in order to maximize pay TV's potential benef1 ts

for our broadcasting system.,

From the federal standpoint, the structure will have to
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accomplish three primary objectives:

(1) pfovide a range of programmingiwhich does not

dupiicate that_nOwAOffe:ed.by broadcasters;

(25 ensure the érbduction'ofihigh.quality Canadian .

| prbgrams that Canadians will wétch; and
(3) eﬁsure that programs are produced in Canada for
- international salen_

On April 14, 1977 a Federal and Provincial Officials
Workipg Group’on,Péy TV was agreed to in Tcrento," This
Commugications Officials' Working Group on Pay TV examined
"ﬁatters pertaining to theApossiblé introduction of pay tele¥
Qision inﬁo Canada énd,to the formatién'and implementatioh of
federal and provinbial.governméﬁt policies which meet various
publiC~objectivesa" As well, the Working Croup considered |
"possible organizaﬁipns and Qtructu:es‘Whereby pay téleviéion
services could be delivered® and l.'goverm’r_le.n’tal roles‘ana‘
responsibilities.” .

a

The Working Group established four "common® ijectives

‘which constituted an acceptable lowest common dehominator of

the objectives adhered to byAindiQiddal governmentsq':These
were:

(1) Pay television should encofipass both Federal and
Provincial preoccupations, taking into account
regional culturé3~and mékimizing regional parti-
cipation}

(2) Pay television should be ﬁade available to aslmany

Canadians as possible;
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(3) Pay téleviéionvshould foster‘Canadian éultufal

~expression through Canadian producediprograms;

(4) Pay television should bring about greater-choiée

and diversity of‘érograms in terms of énfertainment,~
education and'enlighteﬁment.

In the final report»threé plans or approaches to the
development of a pay television.iﬁdustry wére‘butlined; These
were: multiple exhibitors, a national aéency and:markeﬁ
dominant,
abiliéy of sepafating:the functions of prdgram exhibition and

© program déliVeryywith the objective"of permitting‘competition
and diversity among pay television.exhibitbrs. .The national
égency.appraach was designed £o utilize the medium of pay
.television,to achieve certain cultural 5bjéc€ives,‘ Finally,
~the third‘gpproach emphasized the~beﬁefits of{an'open market
approach to the acquisitioh and distfibuti@n of, and payment
°fqr, pay television programming. In looking at.these‘three
‘plans the national agencyrappréaéh seems to c@ﬁfofm Qith the
féderal governmentfs commitment to control "programming
sexrvices" which could have an iméact'on broadcaéting;

In its report thé Working Grouplalso examnined governmental
roles and responsibilities in the pay television indusﬁry under
fi&e subject‘areas. These weré:: authorization oxr licénsiﬁg
of exhibitors, determinétion'and licenéiﬁg ofifranchisés;‘
regulation of networks aﬁd igduaﬁry develoPmenﬁ; supervision

of programming; and regulation of revenues available for

- The multiple exhibitors approach was based on the desir~
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Canadian program production. The  four possible options regarding

- government roles and responsibilities in these five areas of

pay television range from exclusiVe federal licensing and

regulation, or, federal licensing and régulation with provincial

‘guidelines, to exclusive provincial licensing and regulation, -

or, to provincial licensing and regulation wiﬁh'federal guidewi
lines.V:What seems to eﬁerge is shared regulatory authority
in some aspects of pay television‘. |

The first subject area examined is authorization or
licensing of exhibitors which attrécts both federél aﬁd
pfovincial interests. The provincial;interesﬁ in authofization

or licensing stems from provincial responsibility "for local

“business and public services." The federal interest in

authHorization or llcen31ng comes from pay teleVquon exhlbltorq

- poss 1bly having an impact on the performanoe and development

of the Canadian.broadcasting system, Since the federal view-
point is to retain control over "programming services" evident .
§in'the Canada/Manitoba agreemént, what'may result is:ﬁederal
authorization ox licensing according to provincial guiaelines-
oxr input, 'Provinciai input‘into-the“licensing process will bé‘
established through participafion of members of a provincial
regulatory body in the public hearing process at the federal
level evident in phase II telecommunications legislation. In-

the publlc hearlng process the prov1nc1al r;presentatlvcs can’

vomce thelr views concernlng the . llcen51ng of pdy exhibitors

ugh bllateral

discussion, a negotiated settlemen ~serving
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both federal and provincial concerns in the licensing of ﬁa&
"TV exhibitors. - |

The second subject afea anaiyzed is theiaetermination
and licensing of franchises, Thls UGS the d1°pos1tlon .
of facilities or hardware, the size of the served area ‘as well
as the technical stenderds of dellvery systems and rates. If
the decision at the pollcy maklng level is to sever the
exhibition and delivery functlons in pay television, then the.
responsibility for the determlnat ion and licensing of franchlses
is also separate from the authorlzatlonAof exh;b;tlon,. Thls
could indicate a type of deregﬁletion, If the exhibition and
'.delivefy\functions are in the same hands, the pay teleﬁieion
Jndustry would need Ureater regu]atlon since the delwvery
gystoms 1nvolve the use. of publlc property —-- the streets and
’lanes in the case of hardware systems -~ and the public air-
- waves in tﬁe case ef broadcasting. |

What may likely come into existence is federal detere
mination of franchises according to previncial guidelines} The

reason for this is that the federal stance is to obtain complete

control over programuing services; yet the provincial interests

" must be considered since a number of provinces own and fegulate
their delivery systens. | |

The third area looked at is networking and the develop-
ment of‘the;pey television industry. Through~£he.re§ulation
of networking governments can influence the structnre and
balance of pay television pxogram content, the 812e and

‘direction of intra-industry revenue flows and ultlmately‘the
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development of the pay~industry; ‘Gevernments exert their
inflﬁepce through the regulation or supervision efeecenomie
and contraetual relationships developed'within_pay tele&ision

networks.,

What may likelf‘occur is feéeral'regulation of networking
accerding to provincial guidelines, The rationale is that
control over programming is the highest priority from the
federal perspective, yet.consideration of provinciel interests
must be aecounted for since a number of provincesJewn and
control their delivery systems., These provinees want to make
Sufe ﬁhat the revenue generated by pay television over their
delivery syetems are put into the achievement of‘provincial
'Aheeds, i,e. extension of services.

'The fourth area examinedAis the supervision of program
material which pay television offers the public, The federal
government is committed to obtaining total control in respect
of pay TV programming, evident in the Canada/Manitoba agree-

L Ient., The federal governmenf, through qﬁotas as ineentives,
.geuld encourage pay teleﬁision programming to develop‘eo as to

stimulate Canadian television production that will achieve

the ohjectives set oﬁt‘in the Broadcasting Act. Nevertheless,
the provinces have legitimate concerns in pay television
pregramming especially the application of provihcial.law "of
general application" to.pey tele?isioh enterpiises.~ As well,
the provinces have‘ah interest in.stimulating video prbduetions
in the varicus regions acroes Canada in order to conﬁ:ibute

. to local and regicnal self-expression.
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for Canadian program produbers; (b) the chléCtion of a‘pro~

~ which revenues for program production could be drawn.

~vision to result in the~stimulation of more Canadian productions.

 The proVinces see the generated revenue from pay television

two vefy significant findings. The first finding is that the
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‘What may.likely-come into being is federal regulatory

guidelines applied and enforced by both federal and proﬁincial
authorities. For example, Séskatchéwan officials havé_receﬁtly-
indicatéd_that a Manitobantype agreement mighf.be‘agreeable
with "joint" respoﬁsibility for closed-circuit pay programming
serviceé. HOW this joint responsibility would be administered
is uncertain at this time., | |

| .The fihal aréa analyzed.by the Working Group is the
regulation.bf revenues for Canadian.program production."Bothl
federal and provincial governments see the developmeht of the
pay iﬁdustry'in termé of assisting Canadian program production.
both nationally and fegionally. Three feasible methéds are
outlined by the Working Group f_inlits-report° These are:

(a) to allow the development of pay TV to create new "windows"

gramming levy; and (c¢) the establishment of a trust fund from’
: What may likely occur is a national levy and fund jointly
‘administered by federal and provincial governménts. iThe

federal government wants the revenues generated from pay tele~

going into regional productions, but also into the extension of
services, especially by those provinces owning and regulating
their own telecommunications services,

In the final analysis, the Working Group on. Pay TV made
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‘ | éme.rgeﬁée» ofﬁ@ay television has'_caAl’led into. “question the
traditional distinction between_broadqastihg and telecommuni-
cations" and has forced "a re-evaluation of the traditional

conceépt of free-television." The second finding by the.

" Working Grdup-is ﬁhat judgements régarding particular issues
on ?ay TV, such as government roles and reSponsibilities
cannot be made without resolving the larger ?hiloéophical

- gquestion of what role.pay'teléviéion should play within
‘Canadian society as a whole, |

As a result of these two findings, particularly the
latte%, the Working Group was unable tghpresent'défiﬁite con-
clusions or recommendationsvasvto fhe development of pay

. o television in Canada: in their final reporte Hox«;e;\rerv, they did

| remark-that the rational and efficient development of the pay
television service to meet basic public goals and objectivéé
demanded full cooperation among federal and provincial govern-
ments., | |

s Therefore,idefining What rolé‘pay television should play
Qithin‘Canadian gsociety that fulfills both federal aﬁa provin-
cial objéctives and the full céoperationAamong fedéral and
provincial governments thfough an éffective consuitative‘

" mechanism, calls for éubstaﬁtive and: siénificant constitutional
and législative change.

Nevertheless, federal and.provincial views have been

ekpressed on the issﬁeldf‘pay_televisiqn, From the federal

. ‘ | peré_pective.,. the 'federal pogition is to obtain total control

in respect of pay TV programming evident in the Canada/Manitoba
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agreement, From the provincial standpoint, there are varying

views. -
British Columbia has reserved its opinion on the question
of jurisdiction over pay television., Alberta claims that pay

television is within provincial jurisdiction probably based on

_protectioh of Alberta Government Telephones (AGT), and pro-

vincial jurisdiction over closed~circuit programming. Saekatch~
ewan claims jurisdiction over.all closedécircuit'proqramming
services. Manitoba hes recogﬁized fedetal jurisdiction over
pay TV pregrammxng in evchange for a pollcy allow1nq the
Manltoba Telephone System (MTS) to prov;de the dlatrlbutlon
facilities. New Brunswick and Prlnce E&ward Island have
expressed no opinidn on pay TV yet. ‘ﬁova Scotia wants an
agfeement on the appropriete regulatqry structure in general

to precede the resolution of such issues as jurisdiction,

'siphoning,'delivery methods and the cOfporate structure of

the industry.- Newfoundland supports a naﬁional:dietribution.
syctem framed by the broadcesters, the pdbllC and by the governnA
ment Flnally, Ontario defs to lesolve the questlon of the
prov1n01al role in cable befoxe talhlng about pay T As well,
Ontario~claims that closed~circult»systems qmstrlbutlng
programming fall w1th1n provnncxal jurisdiction. Therefore;
diverse VLewp01nts are expressed by the ‘provinces over the
issue of pay TV. -

In ‘looking at the Questien»ef pay television a numnber

of findings are noteworthy. ‘Firsttﬂthe introduction of pay

TV in Canada is inevitable. Both the federal and provincial
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‘ ‘ governmerﬂ:s will have substantial. input in defining what role
pay televisidn will play within Canadian society. Both levels
of goverhment have the responsibility to define the structure
of pay television in Canada and the legal framework within
which regulatory activity will take place‘that’meets national
and provincial objectives,

At the present time the CCM provides a forum to continue
the discussions and consultations on the structure and regula-
tory framework of pay TV in Canada. The CCM allows the
provinces the means to voice their concerns about pay tele-
Vision and the objectives they feel should be established.
Ultimately, one .of the aims of the'CCM.would be to

- ’ ensure that the structure and legal framework that
. will eventually be defined will reflect the provinces'
concerns, preferences, and policies as well as the
federal preoccupations regarding Sdtlofactoxv prote0w
tions for the broadcasting system,
Specifically, phase‘II legislation (Bill C-16) entails
a complete revision of existing statutes to clarify the
relationship hetween the federal government and the
federal regulatory body, to provide for more collabora- -
tion with the provinces, and to establish a coherenf
body of federal law on- communlcatlonse
- Under the proposed phase TI telecommunications legislation}
section seven provides the federal statutory basis for dele-
gation agreements, on a reciprocal basis if necessary. Such
arreciprocal agreement will likely be neCessary to»effedtivély
implement the Canada/Manitoba agréément;
With a change of government, it is still unclear what

. ‘ - will happen either to phase II1 legislation or a constitutional

rewrite, It can be“safely assumed, however, that the process
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' . éf provincial entry intq Vcommunication: matters will cont__inue. :
‘Within the péy TV debate some federél.conséhéﬁs has
emerged to‘suggest the objective and modué opéraﬁdivpreferred.
There are basicaliy th:éé_me;hodsmof-Pay T%: |
(a) Mandatory ~ a channel- to which_allvcéble using
homes Qould subscribe as‘parﬁ of their raised fee
for the basic servicé.‘ Né'security or metering
would be involved and 75 per cent of re&ehues
to go to Canadian production. In a sense it would
be a mini pay channel coStinq about $2.00 aAmonth
and offerlng 4 new features a month; 50-50 Canadian/
forelgn. This is qtrongly davocated by the workers .
. ' ' . in thé cultural industries as the simplest and most
revenue produc1ng method fOl subSldlzlng Canadlan
films and programsg Elsewhere it has been character~'
ized as a "tax" on cable to pay for Canadian content.
o _ (b) Monthly subscrlptlon or pay -per-~channel 51mllar to
| pay cable in the U.S, which would entitle the
subscriber for about $8 .- $10/mo. to view a menu of
8 to 10 new events (féature movies,ZSPQéials, etc.)
'plus repeats each month on a. channel that is otherwise
scrambled ox trapped out, Therefore, sefualby is
involved but not meterlng of specific u$aqe. Thl° is
the method advocated by the cable operators and is
the predominént method used in~the U.S; |
.. » ' ('c) Pay-per-program - Lhe consumer pays a fee $2.50 a

$3.50 for each event (feature movie, Speb;dl, spoxtv)
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. . .. viewed.. This involves security and metering of .
éonsumptionu There are variants which allow pay=-per-

" series or.pay~per—_d'ay° The ﬁechnological >.sophistiCa?

. tion is high aﬁd a considegab}gﬁég;tion of the revenue
‘must be directed to amortizihg'its cést;'~This is the
approach advocated by the Clyne Commiésion and DbC
. and easily permits a direct payment to the producer,
While the CRTC as»a result of its last pubiic.hearing
recommeﬁded no pay TV at this timé, furthér study by a number
of agencies has ccntinued.
| 'The DOC has redefined'the,principies for the'introducﬁion
of payktelevision‘to étipulate‘that the sexrvice should provide
for | | | |
- optimum aﬁd équal accéss for Canadian-progfém_producéré
from all regions.td a national system
-~ the extension of pay television in both official
Vlanguages throughout Caﬁada'
. - responsiveness tﬁ.fegibhai interasts and concerns
-~ the public having-the_ﬁidesﬁ possible éhoicézéf
progyamming |
- the exhibition of minority and.special inierest
programs, |
Tﬁese apply to the programming. »Other principléé apply
to the techndlogical, economic, and délivery aspects. The |
pay TV service should optimize N
. - - adaptability to future technological change, e.g. in

‘data collection and in video delivery. It should
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permit such deiivery methods as MDS, MATV, STV, "video
theatres, hotei and'motel stand—alones, DBS, and fibre
opﬁics; Data collectlon (bllllng, audlence proflles)
‘should not rely simply on cable but allow ior telem"
Aphone retrieval ox other means,

- the public should be able to choose the delivery system,
where possible (from the llSt above) and be able to-
pay, if the producer w1shes; on a pay-per-program,

- pay~per-series, or paymper~daY‘baSis; |

~ the various methods of deli?efy should be regulated

. with respect to rates and signai quality to protect
Athe public and pay TV‘sefvicee;iﬁterest; | |

- preference fof Canadian bdsiness so that the service
is designed to favoux Canadian technical manufacturing,
program prodﬁotion,‘and related services;

- tﬁe use of Telesat for pllmary dls*flbutlon of 51gna1

In addition,-the eervicevshould recognize two problems;

.(a)vfragmentation of audienoes for‘broadoasters and

ﬁovie theatres. . a

(b) the siphoning of programming from conventional

television. _. |

It is suggested that CRTC & CBC studies indicate that

a.pay—oer -program strategj causes the leaSL fragmentatlon and

that sophlstloated antl~51phonlng measures w1ll have to be
deVelooed.

VThe.suggested ﬁodel'inyolves a nationalvagenoy wﬁich has

leased blocks of bandwidth on all the appropriate delivery
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gystemns -- cabie, STV, MATV, etc. (and presumably'has‘organizéd

the satellite delivery capability with regionally dispersed

uplinks). Producers would lease distribution space (bandwidth,

channels) and be compensated on‘a percentage of the pay-per-

program results. This percentage would vary higher'as;the
programs value to Canadian content objectives‘fisesg -in.a
sense, the cheaply procured foreign imports would subsidize
the Canadian content. | |

The agency‘i£5elf would be'nbn—brdfit but would éﬁsure.
that the revenues reward the achievement of the program
o‘bj'ec{:ives.e This means that the prdducer is directly concerned
with reaching maximumvnumbers of paying cénsumeré.but fhét-thé'

raterial he/she uses will have a great bearing on final revenue. -

It, of course, means a sophisticated pay-per-program technology

is required,

When this system or model is compared with”the,draft
proposél on constitutional revision, with thé Phése II;proposed
$legislaﬁion and with the Féderal/?fovincial cohsultatién;:a_
number of interesting’obéervations emefge: :

~ It opens thé whole qﬁestion-of pay.TV to.a wide range

.‘of delivery options, some of whigh are obﬁiouSly dnder

total federal jurisdictioﬁ‘(STV, DBS) and. presumably
would continue that way. |

- The révenue‘which in terms of provinéiai“aspirations

would go tqvfunding of thé extension of_pfovincia}
services or development: of(a:single wire systen

 (fibre optics) now goes largely toAprdducefs<who
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command a national éudience,
- It perpetuates and even 1ntens:f1es the cémpetltlon
. in telecommunication dellvery serv1ce%,

- It permits of little purely local or provincial.content
addressinq its own market. -

- It places a'technologiCai burden on the.System which
may or may not be ben9£1c1al to manufacturlng or |
suppliers of services in that province.

- It assumes that no producer or‘distributor could.
‘enter the.system éxcept‘throdgh the central agenqy;"

From a centralist point of view the model would appear

to protect and further national objectives, address the problem

of directing money to Canédian program Qroduction, minimize -
frégmentation and Drevent unwarranted éiphoning° It éohtaihs
enough clout in the form of alternatlve d@]lvery sysbems to
possibly be-able to negotlate w1th some strength with cable
and/or provincial interests, In its present form it'fails

“to be very sympathetic to present pOlltlcal realltles and
provincial aspirations; however, it does make an ooenlng

féderal position which’indicates conéern for national objectives

and the means to realize them.
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C. Reductions in Over-the-air Broadcastlng Thlough
the Use of Unlversal Cable -

l. The Rise in Cable Telev151on Penetratlon
In 197/, sllghtly less than 50 per cent of- all households
in Canada subscribed to cable telev1510n (48.5%). - As a pro- |
portion of the 71.7 per cent of the Canadian population.ﬁo whom
cable waé évailable, this figure‘becéme 67.6 per cent, an
increase from the 44.2‘perlcent figure for 1968.2 The increése -
in the proportion of péople subscribing in relation to the |
number to whom cable Qas available may be attributed to the
following: | | |
(a) a éeneral increase in the;pOPuiarity of éabie
television; A
. (b) a possible increase in the proportion\of the
._popuiation~living in apartments in urban areas:
(for these people, rooftop antennae do not
conéfitute an»alternati&e); |
(c) a greater proportion‘of'céble systemsioperafing
in 1977'provided thevéble means forAthe reception
of some distant TV Sighals inathéir feSPective
éommunities (whereas in 1568, mbst'cable syétems
nerely pfdvided bettef qualityareceptioﬁ for éighals-
already available). |
Without any major Shiﬁt in Conditions, the 50 per‘cent'
overall pene*laLlon figure can be expecLed to lhcreage as a
result of:

(a) increases in the number of homes passed by cable.
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-In‘1977, Séskatchewan-(with 4 per cent’ of Cénéda's
.poédlation) did not have .cable systems iniits major
centres; its total penetratién was only 5 per cent.
Yet, amoﬁg thoée centreé_in-which cable ygé
preseﬁt, pénetration rates were in the order of 70-
80 éer cent. Cable systems have since been
licénsed in the major centres of. that province.

(b) In those areas wheré new sys£ems are being con-
structed, the alternative of off-air reception is
not as viable, implying even greater penetration
rates (amohg those houses paséed). |

Certainly, rewmote comﬁunities-iﬁ proviﬁces éuch as

Newfoundland and the.Prai:ieiprovinCés may not receive cable

service under current configﬁrations (i.e., the use of

terrestrial microwafe systems); but cable will, within a short
period of time, be available to fhe‘vast majority of the

Canadian population, Within English Canada, it is probabiy

} reasonable.to assume that the 71.2 per cent figure which

represents the percentage of housés."passed"Aby cabie will

increése to approximately 80-85 perucent.(in British Columbié,
this figqre is already 93.8 per_cént),3 Undér thesevciréum~
stances, with a'penetration rate\of'eighty per cent (a modest

increase from the current 74 pexr cent),_éne might expeét a

total peneﬁration rate of~65 pef éent within English Canada

with no méjor changes in the "éifcqmsﬁances" of the broadcast
syétem_(ieeg, no developmeh?s such as.pay teléVision} the

continued existence of over-the-air -broadcasting, etc.).
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This situation might be somewhat different in the

province of Quebec, where cable penetration rates have.

traditionally been lower than those in the rest of Canada
(in the order of 50 per ceht'of'hoﬂses:passed vs, 74 per
eent.ih English Canada). Sinée cable television'systems in
Quebec represent the importation of‘non«French'prbgramming;
one might also expect»some resistance_to the-development.of

technological systems (satellite, microwave) which could

facilitate the expansion of cable,

While these figures might have some heuristic usefulness,
it would be naive to simply plot future predictions on the

basis of past trends. Certeris paribus, one would eXpect

some "levelling" in cable penatration (hence the flgure 80-~85
per cent as a projected levelling p01nt) and some upper limit
in terms of the number of households which can be reasonably

served by cable given the natuxe of tradltlonal terrestrlal

': microwave systems, But Lhe “all thlngs belng equal" assumption

+ 1s. indeed tenuous : it in effect presumes no conscious pO]lCV“

ECTVA R W s in A By

oriented 1nterventxom in a system of economi.c and teehnologlcal
change, and further assumes that existing technologies will
become "fixed" in place. Cerfainly, whether or not cable
television becomes "universal® is more dependenf'upon govern-
ment policy-making itself ﬁhan it is upon economic: "trends”
within a marketplace environment, For this reason, it becomes

important to chart those forces which might compei gove:nment"

'policy makers to lean either towards or away from a cable-only

delivery system,
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2, Factors Influen01ng the Development of
"Unlversal Lable" Policies -

~There are a number of developmenﬁs in the qurrent"
electronic communications environment in Canada which will tend
feitofpush‘policymmakers toward§“§”§61icyLfedﬁcing the reliance,

of the broadcasting system on over-the-air broadcasting ——

“that is, éromoting'the userf_eable'eé an'alﬁernative to over-
themair'broédcaeting and not just aﬁ adjunct to the latter.’
These'factoré are: ‘ -‘ - ' - ‘ ~
1) Increasing scarcity of spectrum in the UHF band for
. additional television services; |
2) Increasihg sCé:city of spectrum in the FM band for
additional audio services;
3) Increased construction of hiéhmrise buildings,
exacerbating the problem of "ghosting" in iarge
urban centfes;’ |
4) Iﬁcreased ﬁse_of various . land mobileicbmmunications
devices,'iﬁcluding CB radio, While if used properly
and aceording to regulations,these devices will not
provide interference for regular broadcast signals,
the prbbebility that some eéerators'will operate them
in such a manner as to cepse some interference with:
regulaxr broaddast'receptioe.(at_least in\a éonfined
.neighbourhood).inereases; H
5) Ie general, iﬁCreases in-?embient noise" from a
‘variety of sources in the’broadeast spectrum,.

including industrial eguipment, While not extremely
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‘critical in terms of fréquency modulated trans-

missions~(FM rédidj, the outcome is likely to be
increased "iﬁterferénce" problems for those
attempting to receive distant TV stations off-air,
At the.10célvlevel, somé pianning agencies are
beginning to consider antennae unsightly and are
enacting zoning bylaws banning such devices., While
it is likely that this sort of action will continue
to be atfpical, an-ihcreasin§lmin0rity of néwlym
built suburbs might conceivably enact such laws;
Pressure from land~mobile users (notably, the tele—
phcne commoﬁ carriersf to release broadcast_spectrum
in«the UHF band to accbmmodaté‘expansion in the area

of land-mobile service.

Mitigating these pressures are a number of "political"

considerations:

1)

'_2)

3)

Pressures from the bréédcést industry_itself to
retain its status (i.e., individual operators oﬁning"
transmission hardware as providing pfogfamﬁiﬁg);

The possibility ﬁhat-the use of cable as a local
distributing system might result in configuratibns

which are constitutionally beyond the ability of the .

. federal government to control; this would imply a net

. transfer of power over electronic programming from

the federal government to the provinces"®;
The development of "circularly?polarized" antenna

systems by television broadcasters to counteract
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ghosﬁing problens;
4Y The releése'of additipnal AM spectrum space for audio
services as contemplated by the United Statés (at the

1979 WARC conference).

‘3, Spectrum Needs and_the Possibility of'Expanded Services
In the area of program deﬁélOpmen#, what:potential new
bfoadcastwstyle sefvices mighﬁvdeVelpp in the 1980's .and beyond,
and could these conceivably be accommodated by ﬁhe exisﬁing
over-the-air broadcast system?_ |

In 1977, the Canadian Radio~television and Telecommuni-~

. cations Commission issued a report entitled, UHF Broadcasting

Spectrum Requirements for Canada.® . This report used an

econometric model (presumablyibased on past circumstances)
to project~the»"needs“ of 62 differént CMA's:in Canada for
additional‘television broadcastiﬁg-ser&icesq 'It'employed what
it termed a "correlation méﬁhodf" after coﬁsultation with a
"juiy of experts.". (It might be presumed here that a liﬁear
regression equation was estéblishea using popdlatioﬂ,'and
perhaps'some other factors,Aasfindependent variables.)® The
" dependent variable was, then, the number of TV.sefvices
regquired for a particular community. The important trends
which thelstudy identified were as follows: |

1) An increase of approximatelj 42 per éeﬁt in the

‘Canadian population by the year 2000. .
2) Increasés in the share of the populatioh which

Ontario and British Columbia have, but.decreases




3f

4’)_

wr
~—

6)

.7)

8)
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for all other provinces (includiﬂg.Albertéf.
Changes in the age pyraﬁid£>notably, the nuﬁber.gﬁg
older people to increase. In the words of the |
étudy: "This suggesté ﬁhe develbpmeﬁt of a mcre
'domiciled' society, older,‘poliﬁically and sccially
more stable, with a proportionately larger labour
force. This in turn indicates larger and steadier
demands fox broadcasting sexvices as the productive

capdc1ty of the- natlon expands and incomes rise.'

A slow (but 1nex01able) progress in terms of increases

in avallable leisure time, in turn leadlng to more

. demand for television,

Thé cessation of commercial“activities by the CBc;
making more advertising money aﬁaiiable; in the words
cf~the report, "conceivably enough revenue could |
thus be liberated to'fcfmvthe basis for another
network centred-cn the larger urban areas."?

Reduced technology costs making more services feasi-~
ble. | | - |
The development of over-the-air pay television.

The development of proVincial educational broad—

casting.

A number of the "factors" identified above lend them-

selves to some rather rudimentary criticisms, Basically, the
approach taken by the CRTIC's study grcup'seems to be ‘a "more
tha better" approach; that lS, w1Lhout regard to qualltatlve

needc in the broadcasting svstem, the issue of numbcr of
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services has become divorced from the issue of content

T ——

{what to program these channels Wlth) : There appears to be
a presumptlon that additional funds made avallable through

certain developments (population'increases, reduced technology

‘costs, etc.) should be channelled into prbviding-mo:e channels

rather than improving prOgramming on éxisting chanhels; It

is the same sort of presumption which; one supposes,'triggered
the creation of third Englisﬁelanguagé television séfvices
(e.qg. Giobai), the main function_of which has.beeh to provide
additional American programming tQ.Céﬁada; It is not clear,
though, that increases in the number of American programs
whiéh are available cah continue indefinitely;‘raﬁher, it
woﬁld appear,thét one of the outcomes of a mere Qﬁantitative
(vs. qgualitative) increﬁse'in.theAnumbér df Cénadian channels
(netwoxks)'coﬁpetiné for'AmefiCan prégrams wouidvbe that:more
and more Canadian money WOuld fiﬁd its way-intthe;hands of
American program producers (bofh.due to the iﬁcreaséd quaﬂtity
of programs produced wmaathough it musb be ctated Jn pdSSlng
thét almost all U.S. network programs are a££§§dv carrled on
Caﬁadian TV networks we and due to 1ncreased pexr progxaﬁ
cqsts'due to bidding wars).

It might alsd be appropriétéAtQ comment on the ailegéd
increases in "passivity" in the Cénédian.population‘as time..
increases, and the equation linking increases in leiéure time
with increased media (i.e., television) consunption, Current

research in the area of the uses of mass communications seems

to suggest that television'use declines as individuals become
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beﬁter educated‘and_aS‘incbmes and‘occupational;status'risé.9
In terms of age, the relatioﬁship.ig not‘lineaf;-but~réther
curvilinear: 'televisioﬁ uée, high in ﬁhe.2—16 age group,
.decliﬁés for the 21-40 age group,.and increases éhereafter.
While there might ultimaﬁely be,incfééées'in’Tv use as those:
born in the early 1950's become older, the age factof-is.
likely to continue to be linkéd with a decnea$e‘in,TV use
until well after the year 2060 unless current pdtteﬁﬁs‘do
not hold.!® '

In géneral, there is'aApresumptioﬁ that disposable
-1éisﬁre‘tiﬁe is positivelyfcorrelated with television use.
Thig assértion~ﬁay, in fact, be‘debatable, At a recent

! George Gerbner from the Annenberg

international conference,’
School of Communications spoke about various relationships

between television use and available time, and suggested that

television use was somewhat "fixed" in time. The implications

of‘this are that televisibh serveé as a Eggﬁixgsmedium for
those who are unébie to participaté in 6ther leisure activi-
ties - due fo factors suéh as a lack of time., It éiéo
provides a form of leisure acti#itymfor those who are ﬁﬁable
to afford alternative forms of leisure, and/or.thésg who have
notfbeen sbcialized into the use of inekpensive alternatives
(e.g., library books, bicycle-ridihg, etc,) . If, as the CRTC
report argues, there are going to be increases in aggregate
levels of education (let alone~incomej; it is th'ét all self-
evident that per capital TV use will increase. |

The CRTC report concludes that there will be a Subﬂ
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stanﬁial increase in the need for UHF speétrum~in the next 25
years, with 15 of the 34 CMA's in‘thé WindsorﬁQuebec corridoxr
having'insufficient chgnnels to meet projected needs.!?
Unfortunately, the qﬁestion of_additionalﬁTaneeés cénﬁot
really be addressed séparatély'froﬁ the issue of types of
services envisaged, and in this regérd the CRTC report is
quite deficient. |
New programming serﬁicés in- Canada might be included.

in one of the followiﬁg cateqbriesﬁ |
1) Multilihgual'broadcaéting;

2) Adaitional CTvmstyle networks;

3) Community broadcasting; |

4) Rducational broadcasting fe.g., OECA) ;

5) CBC-2: |

6) Pay televiéionﬂ

In the critical area of southern Ontario where spectrum
présSures (owing to the presehce of.nearby U.S. allocations)
"are the. greatest, educationai broadcasting is already'évail~.
~able, and multiiingual brbadcasting ié being impleménted ih
dne'iargér éentre (Toronto) . ‘Community television~broadm
casting-(public'participation'or‘aCCess televisioﬁ) has
hitherto been confined mostly to cable due to the prbblemfdf
securiné funding in the face of small‘audience siZes..iOnly
bné community station has undertaken actual TV transmitting
(CFVO, in Hull, Quebec), énd that station became insolvent
and was forced to surrender.its licencg.‘ It'wpuld_appear

unlikely that, especially in English Canada, community tele-
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Visibn stations using off-air facilities will évol§§ iﬁ thé
foreéeeable'future. |
With.respect to pay telé&ision,-the'current-prospects
seem to weigh heavily towards £he<g§§;qﬁvcable (even the
CRTC's report on Pay Television seems to concede thatlcéble
will be the primaﬁy delivery mechaniém, although it argues

for consideration of over-the-air delivery).!'?®

While one
ﬁight not wish to preclude the péssibility of an ovér—themaif
system for extrinsic politicai cohsiderations (e.qg., retainihg
federal;confxol), in terms of system security and tﬁe ability
to'iﬁﬁlement perwprcgram-technology, it is clear that cable
systems constitute a superior delivery systemAin cémparison

to offmair transmission, _ ‘ | - .

A In‘terms of the devélopment of the-CBc; while it may
indead be uﬁfortuﬁaﬁé that the "public/private" mix has beén
so.radically altered by the unfettered iicensing'of ﬁew
Acommelclal TV stations (repeatlng Amerlcan programmlng) in
Canada, it would appear unlikely in the short term that the
CBC will be able to acquire suffLCJent funds from Pﬁrllament
to initiate a sgcond over«thewalr network in each language
(or even in one). Rathei, the Corpdratién’s own plahning'

seems to call for the use of cable to distribute CBC~2; this
could effecﬁively tie the reception of CBC to cable revenues
in terms of’a per-subscriber levy for the service,4and provide
for the dévélopment of a second CBC network without the
e#pensive Qperation of hund;eds of broadcast tranémittérs.

(In effect, it could provide a means'of expanding CBC service
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without thé need for additional major-Parliamentary'appro—
priations). | | | |

' Where does this leave the deveiopment of additional
A Eﬁ}the television services? Certainly} in ﬁany:ereas ef
the country, it would not be pos51ble to develop new prlvate
services. But, given the lack of development of Canadian
production on private Canadian TV netwo:ks, one must wondex
whether theelicehsing of new eetworks er»stations will "solve"
the'preblemjﬁ@This,’of course, ie a matter for further policy
discussion.

4;‘ Other Factors lnfluenc1ng the Development

of Cable Programming Services
While the CRTC's projections.regarding UHF spedtrum

needs might be misplaced on a numbeﬁ of grounds, there
exists some twuth to the sfatement tﬁa£~increased pressure
-on-breadcast spectrdm-might resultvin some Services‘beingA
_ provided on cable only. First, by agreement with the United
| States, Canada will be shortly eliminating the top 12 . |
allocations in the UHF band and relea31ng them for land-
Amomlle use. Two Ontallo broadcastlng qtatlons ere affected
— channel 78 in Wlndsor and channe}_79 in Toroﬁtd.A While a
replacement allocation will likely be aveilable in TOrohto,
it is'unclear where the CBC French SerVice in Windsox wiil
be located, since all df'the exieting ellocated channels in
the.area have beeh>assignedw Likewise, one might'expecﬁ that

in some Ontario centres, spectrum for multilingual services
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© might not be available, One cannot state for certain, toby
whether or not there will be more pressure to release

additional TV channels for land-mobile use. It is difficult

to make projections in this’regard_at this point.

In»the area oanudio prégramming, there is a consider?
ablé amount. of pressure (in terms'éf current proposals) on
an.increasingly-limited ﬁumber'of.FM channels, One might
expecﬁ to see an increase in the_numbéf of cablewoniy audio
services (barring regulatqry restrainti, bﬁt the extent of
these services is likeiy to bé liﬁiﬁed for soﬁe\time‘in the
fuﬁufe, due to the fgdt’thatfcablé fM penetration is quite.
low, This issue is discussed in some detail in fhe CRTC

report}‘Soun&‘qugdcasting Requirements for Canada (1978).

While one might express the same sorts pfireservétidns with-
respect to this report, as héve‘béen levelled at the CRTC's

UHF Requirements report, from the standpoint of‘gﬁgiggggg~
services it would appear ﬁhat there will be needs for additional~
channels for services such as all néws‘broadcésting, special-
ized music services (e.g,)”ja;z radio),;studeﬁt'broéddaéting,
ﬁultilingual broadcasting and commﬁnity broadcasting.
Unfortunately, the possibility.OErthe use of cable FM is

less than satisfactory due to the "mobile" nature of maﬁy

I'M radio receivers (and their use},

5., The Development of Direct-Broadcast Satellife
- The development of directwaoadcast gatellite technology

(DBS) is discussed in detail_elsewhere in this report, and
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will not be elaborated upon in depth here, . It would be -

‘germane, however, to make a number of observations regarding

this development. First, the development of such satellite

technology in some senses mitigates one of the strongest

- arguments against a policy aimed at making cable television

the primary delivery mechanism.  The issue of "how to provide
service to rural and remoté areas" 1s thus answered quite
inéxpensively. While éurrenﬁ receiver'devices are somewhat
expensive, prospects seem to call fér the coﬁmerbial avail=-

ability of a satellite~receive device for something in the

order 6f $300. At this price, it would appear unlikely that.

individuals in urban areas would purchase a "microwave dish"

to receive satellite broadcasts if cable were available, but

this option is made pdséible for those uﬁable to subscribe
to cable,

There are, of course, manytinherent dangers in the
de#élopmeht of DBS technology,' It ié conceivable that
Canadians will soon be capable of receiving a pfoliferation

of U.S. "superstations" (some remote areas are reportedly

already doing so), and this could have detrimental consequences

ﬁpon the Caﬁadian/h@nmCanadian balance of programming available
in the country. In the.sénse that cable television systems

can in some ways "contain” thié quantitative proliferation of
signals,‘iE‘Woﬁld'appear to be expedient tO'provideias‘many

satellite services as is feasible (i.e., as will not

~ reasonably upset a Canada/U.S. program balance) on cable to

2t st

pre-empt a proliferation of home satellite receiveistations.
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The alternative of requiring licences for such receivers .
(as.a‘means of limiting their use) might be investigated,

but is not likely to proVe feaSiblelin.a political sense. .

6, The Role of Existing Broadcasters in a
Cable~Only Environment

It is unlikely that over-the-air broadcastiné will
disappear.overnight. ‘In'fact, even if-£he government were
to adopt a policy'pointing in the direction of a;fﬁture
“universal cable" system, it does not follow that over-the-
air broadcasting will simply'disappeara It hasibeen argued

above that most of the needs for conventional broadcast

channels are being met in the current use of the UHF - spectrum,

and, by implication, that there is a potential for great

gqualitative improvements in these services, using Canadian
production as one criteridn, Aﬁ‘inwplace teéhnolog?, |
rep:esenting a tremendous capital invééﬁment, currentiy'
exists in this country, and it would be,iﬁ many senses foolish
to simply dismantle this technology. L P

- Where cable,ﬁele?ision will become increasingly
important is in areaé related £O'adéitional'services which
could not - for economic or other reasons ~-bé reasbﬁably
provided over regular broadcast'frequenéies‘even‘if»addiﬁionél

spectrum allocations could be made. These constitute services.

such as  CBC-2 and Pay television. One might expect, in response

to the provision of these sorts of services on cable, that

within serviced areas, cable penetrvation will increase. There
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might, in turn, be pressure on broadcasters to providél

"direct feeds" to cable operators; already, in terms of"

~advertising, most major urban stations announce thelr

broadcast frequencies twice (e.g., "Channel 9, cable 8") .

But even after DBS transmission faCllltleS are in place,
oneumight expect overnthewgir broadcasting to continue at
least as long as there are.largé_numbers of conventional TV
receive anténna in areas outsideAthoée covered by cable, or
at least as iong as cable penetration rates fall short of 95%.
One further'considerétioﬁ Fw=thé continuance of over-the-~

air broadcasting by bloadcaqtexs to guarantee in a kgggl
sense priority}carriage — also needs to be considered (this
is discussed in more detail under the heading "Content/

Carriage Separation").

7. Policy Consideratiohé
If cable is to play an increasingly promihent role in
the delivery of programming serv1ces, there are a number of
considerations which need to be made, These will only be
summarized briefly at this point,
| First, in terms of access,there is the issué of cost

L )

" from

of service. While over-the-air broadcasting»is."free,
the perspective of an individual viewer, the sdbscription
payment system of cable television suggests that if the
objective of universél access to service is to be maintained,
some consideratioh must be given to the sorts of rates charged

for this service, In other words, there will be increasing

.
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pressure for rate regulation aimed at minimizing costs for

‘'what are now considered broadcasting servic¢es. Secondly, as

mentiOned‘above,»thefe.is the issue of the legal‘relationship
between the program provider andithejcable operator:' how much
of a distinction is made between content and carriage, ahd.A
éré separate licences iééued?‘ Thirdly, the issue of restric-
tions on American satellite programming needs‘to‘benéérefully.

considered, Is it desirable -~ or even possible -— to place

some, 1limit on the number of American "super stations” which a.

cable.systeﬁ cairies? Perhaps this question might be best
éddréssed in terms of aiterﬁative‘methods*for délivering
American prégrams to Canada: ‘are there alternative configﬂ-
urations which could be déveléped (e;g;,'a "gatewayﬁ approach)
which would provide Canadiaﬁ~viewers‘with American pfbgrams
but. which would not~have the detpimental‘ecoﬁomic_implications
(in terms of dollérs~flowing across the border) currently
associated with Americén Kborder TV statiqn).éignals‘béing
received in Canada? These iésués~need to be addresséd in

far more extensive a manner than is possible within the

- confines of this report.
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7CRTC, UHF Broadcasting Spectrum Requllements (Supply
and Services Canada, 1977), Pp. 3-4.

8Ibld‘,, p. 7.

’The presumption that incomes will contlnue to rise is,
of course, somewhat tenuous in that the net change in per
capita incomes in Canada and the United States, after
inflation has been accounted for, actually constitutes a

e v T

19%0ne reason for expectlng these patterns not to hold
would be the fact that studies demonstrating a relatLonshlp
between age and TV use fall to account for differences in
* education. Some of the "age factor" could simply be attri-
butable to the fact that people who are purreﬁtly in'the "“over
60" group are poorly educated; this would in turn suggest
that massive increases in TV use as people become older might
bD nitigated, :

11cyltural Indicators Workshop, Philadelphia, Penn. ,
May 3, 1979. ' : :

12crrC, UHF Broadcasting Spectrum Requiremehts,\pp.
43-44,

13cRTC, Report on Pay Television, March 1978,
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D. Impliéations of Direct Broadcast Satellites

'~ Beginning with the "White Paper" (A Domestic Satellite

- System Foi Canada; 1968) the objectives for developing our own

domestic,satellite capabilitymhave been reaffirmed in many
péiicy-doéuments. These objectives were:
P Development of the North.
2. Spreading of bilihqualism aﬁd'biculturalism
throughoﬁt Canadéi° |
3. Promotion of reséarch and developméht in the
industries allied to space communi.cation. ..
4. Promotion of rational Unity. |
NS. Securing an orbital parking let above. the

equator,

R

6, Utilization of the ecoﬁ@wic\advantages‘of'the

satellite technology. - A
- With the successful launch ik T in late 1972,
Canadé, through its agency, Teld

nation with a commercial domestic’

atellite, i,e; a satellite
that remains in a fixed.position reiative tbnthe.eérth's
surface because it‘orbifs around the earth at the same speed
as the world revolves (geo-stationary or sychronous)._

The particular advantage of a satellite in telecommuni-

cations is that from a single location in space a microwave

signal sent up to thebsatellitefcan.be amplified and re-
transmitted downward to cover a large, even continental,'
geographic‘area‘(footprint)_simultaneously with that signai._

Super High Frequency radio signals (microwaves) travel

became the first Western.
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"line of Sight";and will not pass obsﬁacles or bend afouﬁd the
curvaﬁure of the earth, - The satéllite'representé the‘pfo;
verbial "sky hook" thch acts as a single rélay station. in .
space, unlike terrestriai'microwave with its repetition.of
toweré{strung out on high ground.around the circumference oﬁ
the globe. The satellite signai ié therefore "distance insén;
sitive wﬁich neans tﬁat in the economics of satellite délivery;
it is of no consequence whether the two end points of the
transmission are'ldo miles or 4,000 miles apart. There is,

of course, a particular distance (crossover point) at which

" it would be cheaper to connect two points by terrestrial

means than by sateliite principally due to the cost of the end
pdint-terminals (the earth sendiﬁg aﬁd receiving stations), ‘
Cﬁrrently, this crossover point is'Said fo be about 1;000
miles. .

It becdmes obvious that it:is no more expensive to bring
a signal into or out of Inuvik than it is for Vancouver. The-
factors ére the costs of the earth stations andlecal'delivery
relative to population éerved and utilization. a

Long distance communication ‘in Canada has evolved with a
rate‘sfructure considerably détefmined‘by the diétance served.
Satellite technology preéénts a different eéonomic basis;: one
that is ideally suited to Canadé's,huge distances and disparw
ities_of local services. It was with much bf this vision of

binding the countxy together through cheap, efficient tele-

communications to. all parts of the nation, in both languages,

with particular emphasis on redressing the imbalance of services
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ﬁhe-South heid o?er the ﬁorth, that‘the Telesaf program,was
concelved But, in fact, the Teiesaﬁ Canada Act gave;the
opelatlng agency no mandate other than to operate an eff1c1ent
business and through its connectlng agreements it was sevexely
c1rcumscr1bed.1n.;ts marketing efforts. It was only permltted
to lease full channels on long'term‘contracts, Telesat was
therefore cempletely dependent en‘the few clients Who-eould
quallfy, nanely, CBC, TCTS, and CNCP. | | |

While the above is open to cr1t1c15m as belng opinionated
and content1oua, Lnere is no questlon that s;rong and widely
held opinions have objected to the poor achlevement of Telesat
in terms of the objectives attrlbuted to it. The whole guestion
of_Télesat“e'role vis~a~vis TCTS became highly contentious at‘A
the time of the pro@osed.Teleeat/TCTS Agfeement (merger) .

The pufpose of alluding to this controversy in which
Telesat, in exchange for a guaranteed rate of return and |
futute fundtng, became a member of TCTS and theleao:e a common
carrier's carriexr. The CRTC, as a resn]+ of ]engthy publlc
hearings, had decided that the new erkLng arrangement was
not in the public'interest but it was subeeqnently overruled
by cabinet. This‘conthVersyVéemonstrated the diffieulty of
Vestahlishing the "public interest" when so many conflicting
innerests are involved. Seven prOvinces and the telephone
companies were very strongly in favenr‘ef the agreement.

Those provinces not provincially.requlated,,nonmmember users
of Telesat (CNCP), potential usefS'(cable TV, broadcasters,

pipeline companies), and consumer and native peoples' associations
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: ‘ (CAC, Inuit Tapirisat), were verj_ much opposed.
| Inherent in the controverSy.was.the question of the
de facto power to determ:ne telecommunlcatlons pollcy. _The"
CRTC empowered by the CRTC Act to admlnlster those relevan
portlon% of the Rallway ACL which applled to telecommunlcatlonu
(formerly the telecommunlcatlons-sectlon of the Canadlan
Transport Communicatibn) aSSertéd its authority to reject‘the
proposal'in its rdle~as an ihdepeﬁdent regulatory authority.
'(in effect not settihg policy but disallowing a new policy.
to be established,) While the CRTC.didﬁ’t have to face up.to
som; difficult éroblems_of'where the money would come from
~which was vital to.finahée the ﬁext generaﬁion of:satellites_
‘ ..(’chey only last in 6rbit about seven years), it ‘aid feel the _-
| continued and growing uéage by the telecos that Telesat was
potentially quite brofitable. The federal gdvernmeﬁ£ in
exercising through the cabinet the highest authoxrity of the
'"duly.elected repreéénﬁativéé" of the people revoked the
*  CRTC decision when'vieﬁed in the laréer'fraﬁework of the whole
cbmplekity of telecbs ahd provincial oppositibn, the‘need‘for
capltal funds, etc,, but did withhold. certaln of the'contéﬁﬁ
plated requirements of the agreement, e.g. the effective control
of all earth rece1v1ng‘statlon5~by the telecoé. This control
stipulated(that while only Telesat could own the eérfh stations;
the siting,.the land, the first line maintenance, and all back-
‘haul would be the prerogative.of-other membefs of TCTS.
_ ‘ N . The pc;sitive_ accompli‘shments of Telesat do include

securing orbital parking spaces and the promotion of research
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and development.in~£hé iﬁdﬁstriés allied to séace comﬁunicaﬁion}'
The spreadihg»df B & B>throughout Céhada has beénilimité& to
the‘tranéport of Radio Canadéb. The task of déveiopment in the
North has included ﬁhe pro&ision of CBC-TV to a number oﬁ’
Northern communities and improVed telephone in somé caées.

On the whole, this area has been the recipient of much
criticism, With regard to the prpmotion of National Unity,
little can be claimed éiﬁce:there has been né dynamic ox
innovative use of the revolutionary technology beybnd what was 

formerly accomplished by other means. It has Certainly'not'been

“used to assist in furﬁhering the cultural objectives of the

Broadcasting Act and has only had a modest impact in areas of

sogial and politicaligoals in so fér as it has made the national
service available in previously unsexved communities. ‘The
economic advantages of the techndlogy have been derivéd$by_the
carriers and apportioned in accordance with the objéctives of
the mémbers which do notinecessarily correspénd to those

initially attributed to the system, Quite predictably, the

new technology has been married into the conventional distance

‘sensitive telephone rates and TV program carriage is conducted

at costs well in excess of comparable U,.S. tariffs under the
ekplanatidn of lack of eéonomies‘of scale, etc. |
More recently the situation'has_béen changing which céuld
pérmit soﬁe flexibility in terms7of-signal carxiage.and in
rate strﬁcﬁure. Once the agreeﬁent had been completed TCTS
beéan éntertaihing proposgls totprovide delivery for cable

operators at per subscriber rates, That is, TCTS (including
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Teiesat) would provide upiink'to cable head-end service on the
basis of a minimum guaraﬁtée fcosts of;ieasing'earth station
ser#ice) and a charge for each subscriber whé benefits from.

the délivefed.signals. Such a scheme has merit in areas of

.widely scattered small and medium-sized towns;-e.g,'Southérn

Manitoba, where costs of inter~connection by terrestrial micro-
wave would exceed individual syétem TVRO's (Television_Reéeive
Only earth statiqns).» |

This approach Qas ove;taken‘by events when the-bOC

announced in February of 1979 that ownership of earth stations

would be broadened to permit broadcasters, cable TV licensees

and common carriers to own earth receivingwstations. This
would be limited to TVRO's on;ﬁhe 14/12_GH2 bands.

By way of some technical explénation, dbméstic satellites
in‘the Western Hemisphéfe (IT0 - Region 2) .all originally -
qpe:ated.qn,the 6/4 GHz bands.. ‘Anik A-T (now_defunct) followed
by Anik A-~II plug two RCA satellites (Satcoms I & II), two
Western Union (Wéétar I & IT), three AT&T/GTE (Comstar'l,-II
& III), and Anik TIT Were_placed in_oibit-ovéx the?ééuator.-
Since all.Operated 6nbthe same frequenéies.at least 4° of arc
separation was neceésary to discriminate between the signals of
the different satellites, Hence the limitatién of parking
space in orbit, | |

wWith- the launchingicf>thé joint Canadian/U.S. Communica-~
tions Technology'Satellité (Herﬁes), the highér frequencies of
J4/12 GHz were used. - Alsq,-tﬁe size of "footprint" waé mugh

reduced which increased greatly the effective_poWer but for a
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smaller area. The location of this‘footprint-area could be

~changed on command of the ground control and was used on

alternate days in Canada énd ﬁhe_U.S. Hermes experiments showed
the practicability of'small.dish'TVRO's when tganspérting |
Olympic games signals:across Southern Ontario and Quebec.

While the 14/12 GHz bands ére mofe'éusceptible to iﬁtern
ference or losses from weather conditions (rain,-water'vapoﬁx)
there were two main advantaéesc_ Tﬁe earth receiving stations
éoﬁld be sited within ufban areas and the'size-of £he receiving

dish could be reduced. (The 6/4 GHz satellites use the same

.

‘recéive_frequen eS/ég/E;rrestrial microwave systems and in

large.cities aré sﬁbjeCt-to this interference because of the
high density of signals, and the 6/4 GHz technolbgy requires a
dish of at least 4.5 m té receive. . signals of.a gertain minimumn
strength) . | | |
In.Decémber of last year, Telesat/TCTS iaunches Anik-B,

a hyrid-satellité; with full 6/4 GHz éapability to take over
for.Anik A-II and six tiansponders in the 14/12 éHz bands.
(A transponder has the capability of one or ﬁwo TV%éignals
dépending on modulation techniqueqy/ The Anik A,seriés has
12 transponderS‘in.the”6/4 GHz bands for 12 TV channel width
capacity, less station keeping aﬁd teleﬁetry. (The U.S.
satellites, Westar and Satcom, have 12 transpondérs‘for 24
channels.)

'Foﬁr of the 14/12 GHz transpondérs7on Anik B are leased
to DOC for two years with éption for a.furtﬁer'two. This is

the basis for experiments which may be classified as DBS ~
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Diféct‘Broadcast.Satellite, i.ef direct to the_homé; 

With'the‘knowledgg gained in Hermes tests, thé_DQC.has
recentlyﬂéﬁnounced_thg lauhching of a-DBS expegimenﬁ to supply
lOO_isQlated homes in SOuthefﬁ*Caﬁﬁéé*With their individual
TVRO's in the 14/12 GHz band.A»Haif the dishes will measure
l;8~m:and half'i.z m. This small size allows a‘tofal.tech—‘
nology cost of $3,600»each for this_firsﬁ order from éED
Systems in Saskatoon with the pfesumption that mass production.
will bring the cost down tg $560‘00 én installation. It is
@étimated that 900,000 homes in Cénadavcould be so served..

' These.are homes not likely to'bé_served with-cablé'TV, e&en
with the advent of optic~fib£e, in the foreseééble future.

All this ﬁaises a number of questions of interest 'in the
Canadian éontext, This recent initiative placesténada as the
‘first nation in the world to embark on a déiiberaté:DBS
-pélicy, This ob&iously'has béen'aithoroughly federal initiative
and_which, whilebopenbto discuséion with the prdvinces;-ié
cleariy within the exclusive jurisdiction of the fedefal govern-
ment and‘piaces satellite transmission of prbgramé;within the
definition of broadcasting.aé "ra&iocbmmunications directed:
to theiéeneral publicq"‘ Of'coursg, this policy raises questions
of the likelihood of citizens-generally tuning to foreign
satelliteé to acquire programming otherwise unavailable in
Canada. This is currently a problem in a féw instances.

Mining communities-at Faro and Watson Lake inlthe Yukon aﬁd
Cassiar; BQCu~throﬁgh thefuse of cable distributed earth

‘receiving stations are tuned to Satcom (RCA) and get 20 channels
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of various U.S. programminq, e.q. Madisoﬁ Square Gardenéy.

Super stations, Home Box Office,'etc.‘ While quite illegal,

it is politically and sociallyfvery»difficult to prohibit this
servicé which is claimed to drastically reduce employment turn-
ovér in those remote locations. A£ present,.thefe is no
Ceinadiénvalternative°  It_should'be pointed éut.that.this access
depends on a fairly sophisticated 4 GHz TVRO. While the.signal
quality which is accepﬁable to the home user is much lower than

that required by communication companies, the cost of these

‘earth stations is.projected to remain at least in the .$1,000.00
"plus area, (Radio Shack plans to market a $1,000.00 US kit,

- Scientific Atlanta is offexing a $4,000;OO inStallation for

remote homés, ranches,‘etoe in the U.S.). It is also extremely
likely that these commercially valuable signals will shortly

be scrambled if pirating in the U.S. becomes of any significance.

The present plans in the U.S. do not call fox programming on

the 14/12 CHz spectrum nor would these footprints be likely
to impinge much into Canada.

The issues then are the effects DBS (aséuming a

significant program content) will have on the existing structure.

In the U.S. it is difficult to contemplate a DBS policy

because of the great power of the existing institutions, e.g.

the entire affiliate structure of conventional broadcasting is

vbésed on local markets and their political, social, and

economic implications could be seriously threatened, etc.
In Canada, fear has already been expressed by the minor broad-

casters who already have problems of audience fragmentation
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due to cable and.ofvrevenue being.siohoned to largervmarkets.
Thése stationé are supported by a hinterland whioh'would be
moét éppreciative of more and varied TV fare through}DBS.
The major cbmmercial'brogocaSQQ:s, pqrticularlf Giobal and TVA,
could look upon this as ‘an easy means to extend nétidnmwide.
signals. Within the federal/prov1n01al context a DBS pOllCY
isoprimarlly dentralist in theme. Certalnly, TVO and Access
could utilize the technology for program dlstrlbutlon, e, g..
the 14/12 GHz footprint could conform neatly to TVO's pattmrn
of,transmltters and the 51gnal could be_part of a channel
pacﬁage in the‘Ontdrio Region.so.thaﬁ remote‘homeé'aﬁd schools:
could be sexved witﬁ tho mix} This is to say. that DBSZis not
lnherently COﬁtladlCtOly to provincial ob]ectwves un]esq these
include the total control of the systein, Natnrally, satellite
delivered TV programs remove revenue from the:terfestrial‘ |
microwave system, but if present rate structures remain éé they
are guxr renfly imposed by TCTJ, then tho-Tcleco sharing formulas
will pertain, certalnly to their satisfaction but with pOSSlble
detrimental effects on wider utiiizaﬁion and the achieving of
the social objectiVeSu_ |

'Cuxrently a number of possibl pquxam packages are being
suéqested The Cable %atell1te Network (C%N), a consortlum of
major cable operators, lS negot1ﬁt1ng a nunber of proposal
Essentially these 1nclude the House of Commonq channels,
provincial legislatures, educational and special,CATV programs,
Also conteﬂplqted are rep@ats of °pe01dl Canadian plogfamm1ng

dnd, of course, a pay TV d¢strloutlon channel. Trans Spectrum
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Serviées has proposed six channéls e parliamentafy;debates,
™vaA, four U.S. ex Detroit, for WO maritime cablevsjétems.
In all these developments“—m DBS, cablevfeeds, etc., there is
a grbwing awarenes$ thét a program packége is necessaryAwhich
provides a Canédian alternative»to pirating.sigﬁals and -
proVides more equitable distribution of TV sexvices across
the country while maintaining Canadian control. This leads
to conclusions that such'a‘érogram service can only be
accomplished in an-orderlyvfashion through a federal agéncy
Which‘might take the form of systém operator and program
authoxity ér it might permit program contractors, ﬁéﬁwbrksv
educatiQnai authorities, etc. to lease spade_(program
contractbré) and coﬂduct their own actiViﬁies, The‘neéd for a
céntral agency becomes mnore obvious when it is recognized that
certain éerﬁices aﬁe inherently profitéble, e.g. Pay TV and other
highly sociably desirable ones ‘such as parliamentary debates
would have to be subsidized. HoW integ£ation into such & system:
would appeal to Quebec and poésiblyfsome other proviﬁces.is
questionable. Of course,»terrestrial delivefy remaihs‘an
option if.such delivery becomes more amenable to pfovincial»
regﬁlation, but DBS could be quite competitive in certain
circumstances, Thepretically, it is capable of, say, 20 channel
delivery for the cdst of $500,.00 a home which (if amértized)
is equal or less than basic cable. If certain éervices (Pay TV)
were only available through DBS, then the compétitive advantage
would be great. Certainly, picture quality would be improved.

Such a scenario borders on fantasy but does indicate the
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potency of DBS in restructuring the existing system if -

negetiations with provinces, CATV, broadcasters, are met with
too intractable a stance..

In reality the DBS developments are more'in.answerLto the

‘recognition that there are and will be wide disparities in

program sexrvices, There is'éléo_the recognition that of the
many developing and expanding technologies, there are roles
for each and that they are ﬁot neqessarily conﬁradicﬁdry.

Of compelling importance is the~recognition.that teChnologicalA
éxpertise aﬁd production.are vital to bur future. First, to
supply our own needs and second, to gain export markets. |
Major additional public investments~in-the spabe prégram axe-
being made. Additions to the:David Florida Laboratory will ‘ A

cost $20 million, and a further $20‘million will subsidize the

‘difference in cost to Telesat for Anik D satellites built in :

Canada over foreign purchase.' Ahother approximately SlO
million is allocated in variousAprojects related to spacé. In
View of this certain social and cultural benefits should accrue '
to;the public as a whole and not‘just to the'commoﬁ éarriers. |
While the Anik B capability is rather limited in a full ‘
fledged DBS role, it will be joined shortly by the Anik C
(Huéhes Aircraft) éeries of threé'satellites all Operating in
the 14/12 GHz bands. These are scheduled for launch_éarly

1981 with each having 16 channels for audio, video, and data

,communications, - The only parallelvdevelopment"is the Satellite

Business System

153!

satellite in the U.S. (IBM/Aetna Life &

Casualty) which will be a:digital technelogy requiring 7 m
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or 5 m dlshes dependlng on location relatlve to the foot~
prlnt. Prime users of the Aan C series will be the telecos
for long distance trafflc (one TV channel =’960 telephone
CdllS), but the ablllty to cover SOthern«Canada with TV in
various overlapp:ng footprlnts will . ex15t This technology
will not be applicable to the North. 1In 1982, the Anik D
series of three 6/4 GHz sateiliﬁes4 of which two are already
contracﬁed for with Spar Aeroopace w111 be ralsed to replac
the remaining Anik A satellites. In both Anik C and Anlk D

the Space Shuttle is the initial launch vehicle to about

' 300 miles and from this altitude the satellitésAwill‘be

rocketed to their parkihg o:biﬁkatA22,3OO miles (39,000 km).
‘These developments have an international»significande.
Orbital space 1s becoming scarce ~mvdertainly fbf the»pfime. 
]OCdtLOUu. Develo@jng nations are anxious not to be eXcluded.
and bertaln equatorlal countries have claJmed the airspace

above them as soverelgn. In thls regard, the U.S. and U.S.5.R.

are agreed that right of location belongs to the capability to

reach the orbit. Region 2 will resume discussions in 1981 and

11982‘on freqdency and space slot allocations, however, it is

firm U.S. policy not to allow the subdivision of.freQuenéies
to individual countries such as has been doﬁe in Region 1.

Aﬁ the World Administrative ﬁadio Conference (WARC) in
Geneva this September, Canada is proposing an increase in the
band width in a number of the spectium allocations. Significant

to this report is the request to extend the down link of the

14/12 GHz technology from 11,7 - 12.2 GHz to 11,7 - 12.5 GHz
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which would add a-further 300 MHz to the present 500 MHz or
anoﬁher é*or 7 channels down..

The highly.centralized nature of satellites is evélving'
Ato more point-to-point servicés_from its p;eségt pdint to
ﬁultimpoinﬁ structure. This.haé to do with developments in
digital technology referred to as TDM/TDMA in which‘the
channel spectrum is not divided by. frequencies (FDM), i.e{-
960 phone calls on separateifrequenciés but through digitally
encoding the information the full channel widtﬁ is used at any
instant but for a series of different tasks (TDMvor Timé Divi-
‘sioh Multiplexing): The TDMA aspect refers té Time Division
A MultiplelAccess in whiqh a number of users could be simult~
aneouvsly accessiné the channel for partlcular npasage or data
purposes to another receiver. The service could store the
-information "on boérd" and subsquently deliver it according
to priority and demand., It wéuld operate in near real time |
and. permit the optimum in flexibility. Canadiah work in this
technoloéy is operationally Qell advanced and is considered
a leader in the field.

“What emergés from this discucsion‘is the necessity for
broad co~operatnon in the develoPment and appllcatlon of
lspaoe communication. = Many ves+ed interests plther demand
total control or fear competltlve effech ' Jurxsulctlonal:
queqtlons clearly stem From nntelﬂatlonal agreements and Lhe

airspace of all provincial boundaries unquestlonably is |
crossed, To achieve the benefits and compete internationally,

large funding is necessary and the economies of scale. are
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meéger evénlqn a nationwide Basis_ahd.inconceivable'prOQiﬁcially.
This is not to say that thérevare not provincial and régionai
rolés. ‘The current neglect of the North is indicative of thé 
more compelling economic reasons.forvwithho;ding present
benefits. But these roles can best Se realized through a
central national'ﬁolicy which permits eésy access at reason-
able rates. There is also thé capability td reintroduce a
cohesive, consistent_nation#l program delivery service .as was
envisaged in the Aird Report but has been thoroughlyveroded

by recent events.
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Of much recent interest has'been the emergence of fibre
optic technology from the laboratory and into test bed experi-
ments. . Canada has. taken an active role both in the theoretlcal
énd Applied uses of this newer»technblogy and is beqlnnlnq
an assessment of the social impeeicationé° It is still pre-
mature to endorse the whole range of‘services ereseen by the
theorists of the "wired world“ who often make projecﬁiOns on
the basis of tecﬁnological capability without regard for
political and regulatory restraints, coﬁsumer needs; or the
proc é eé of industrial expioitation in a capitalis£ society.
However, lt is apparenb tnat thls new technology w1ll acce]erate:

the vace toward the "lnformatlon soc1ety dnd does more

shalply draw the lines of confrontation between existing

1nqt1tuLJOna317ed communlwatlonu media.

- Essentially the technology offers the capability o

transport information (information in the sense of encoded or

analogous signals which can reproduce the'input content) in‘
greater quantity and qﬁalify at less cost than exiséiﬁg modia
(channels, i.e., telephone wire, microwave; etc.). This is
accomplished by the .capability of introducing a modulated
(information applied) light beam’either by a laser or a

light emitting diode (LED) info“a hair thin exceptioﬁally»
traﬁspérént glass fibre. Because the glass fibre is const-
ructed so that the.refractive‘index is.gteater»away from the
fibre axis the light is continually bent back along thé

direction of the fibre - in effect, light is bent around -
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' corners, The advantage of usihg:radio‘freéuencies near to
or in the range of visible light is the huge bandwidth.of
fréquencies\available — and ﬁhe amount- of bandwidth available .
is»directly‘prdpdrtional to.thefamopnp.oﬁuinformatipn which
can be sénta |

Fibre optic transmission systems theréfore, offer
significant ddvanfages over conventlonal coaxial cable. and
- copper wire systems.' Flrst, the increased bandw1dth offered
by othc fibre technology can prov1de on an lntegfated baSLQ
the full range of telecommunlcatlons services 1nclud1nq volce,
'dat; and video, Second, optlcal'flbres, with transmission
losses lower than most coaxial cables, allow éysﬁems to be
dééigned with rééeatérs farther apart.than is;pdssiﬁle.with
existing technology. Thus optic fibre technology‘hasiﬁhe?
potehtial ability £6 deliver signals at lower cosﬁs;' Third,
the low attenuation and small size of fibre cables are
expecteéAto\fedQCe duct and ménhble‘congestion° " Fourth,
the small physical dimensions of fibre cables could also
result in smaller and lésé costly machinery for céﬁié instal-
lations. Fifth, sinée~optioal'fibres aré electrically non-
édhducting, fibre systems aré:completelf immune tO.EIGCtrOW
magnetic-interference, line surges, lightning and’ground
loops. The result is a éignificant cost and sé;vice qgality
benefit for routes éxposed to power lines and high lightninﬁ'
incidenée.v In addltxon, Optlc fibre will not accept ‘the entry
-of stray light 1n01dent on‘thelr outside cladding and so

fibre cables are immune to crosstalk, providing both security.
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and lowAnéise operation. Finally;‘pure silica whiéhkis
abundant and much iighter in weight than copper is the
beginning material most commonly utilized in making low loss |
opﬁic fibres. Fibres fabricated frdm this material exhibit-
the lowest attenuation and\highest-bandWidth, have high
tensile strength, flexibility and low sensitivity to tempera-
mwevmj&ﬁmmn Thus,
this new medium of communications offers signifiéant
advantages in low attenuation, high bandwidth, small
size, light weight, low noise and, for classified
applications, security§1 :

It is at this point that the projections of information

‘capability get car:cied‘awayc While it is theoretically true

that_a single fibre can carrj hundreds of TV chanﬁels and
trillions of bits of data, the functional fibkre optic. system
of the immediate future will have much more modest yet still
impressive capabilities. This;'of-course, ig due to the
usual pfagmétic restraints of econoﬁiC"realities and operam
tional conditions. There are trade~offs involved. Bandwidth
must be sacrificed for distance. There are.Siénéi5étféngth
losses and dispersion effeé_tso Splices, cqﬁpling; and input
and output connectidné all cause loss of signal strehgth.
Repeatérsv(remamplifiers) afé?fequired after optimum_distances
to regenerate signal strehgth. Théteffects of moisture,
témperatuﬁe, ége, etc, on functionai cébles'are still to
be completely determined. ‘

What is now clear is that the general application of

fibre optics in the typical telephone>wire“pair subscriber
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loop configuration which‘permité‘£w0~way switched serViéés
is still some time away; Althodgh some experiments of this
have_begun (Elie, Man%toba and HI~OVIS in Japan), the most
immediate_practical'applicaﬁions‘are in inter-office telephone.
tfunks and cable main'trunks.

Iﬁ practical systems, optical fibres.must‘be incorporated
into rugged cable structures which can be installed in ducts
or on poles using conventional pulling techniques and With~-

stand the corrosive conditions and temperature variations

" encountered in real 1life.,

In order to take advantage of the attractive transmission .

character:sl,lcG of. optlcal 3 bres, Bell Northern Research

.(among others) developed a set of compatible components,

BNR, together with Bell and Northern.Telecom and with DOC
SuppOlt began a test 1nsta]latlon of an experimental fibre '
optic trunk system in Montreal in ‘the fall of 1977, The
purpose of ‘the Montreal f;eld trial was "to evaluate"the 
pracﬁiéability‘of light trénsmission“uSihg optical fibres
in the real network."? The field trial did‘demonsﬁréte the
pﬁacticai utility of optical fibre trunk transmission for
tele?hone companies, |
Specifically there were sevéﬁ objectives for the Montreal
field.trial? Thesé were: | | |
a) to evaluate the'practicébility of usihg'optic fibre
Y stems in the teleéhone~network~
b) to identify the advantageq ‘and problems of using

ODLJCdl fibre cableq in the fleld,
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c) to assess ﬁhe technoloéy‘for splicing, connecting
and pulling optical fibre cables in the field;
Avdf to observe the overall behaviour of»optical»fibre‘
cables under the rigorous Canadian environment;
e) to gain.information on implementation cost and
- reliability; |
.f).to assess the.complexity‘and compatibility of fhe’
terminal equipment in an actual centrai bffice
~environment; and
g) to identify potential maintenancé problems.
‘In the end, the results of the Montreal_fieid trial
were most encouraging., One of the siénificant results of the
trial was gaihing firstuhand experience on cable instaLlation
and costuprincipaiiy pulling and sPlicing opératibﬁs._ Bell
Nortﬁern Research is now-in a "bettef position téAasséss
~ the suitability of the tools.and techniqﬁes used, and to
identify the impfovements needed for future.installationsﬂ"
As well, BNR is:alsé now-"more capable of predicting thg_ﬁ:‘
implementation cosﬁs of future standardized éYstemé:“sﬁfEhﬁs
the Montreal field trial pxovidéd.hard evidenée for both
ﬁorﬁhern’Telecom and Bell Canada that fibre optic sysﬁems
are practical and can be implemented in £he field.

Another significant aspect'bf the Montreal field trial
was that a high quality opticél fibré installation was made
in a normal telco operating environment and no unusual
difficulties were encountered. |

Even though tooling for optic fibres is more complex
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than for copper conductors, the trial demonstrated that tools

and connection devices ca@ be designed to match a crafts-

pérson‘slskills uhdéf?fié»i»installation éonditions. Thus the

frial proved that'tﬁé "con;ection technology for optical

fibreé‘is practical in a normal telephoné company envirbnmente"”
| The nature of optical communication systems demands

that the éttenuation‘of the cable he closély monitored, before,

during,‘and_after installatiﬁn. The trial demonstiated that

a field attenuation test set_will be utilized both for

installation and maintenance of any optical fibre system.

-Post"ability,.ease of operation and maintain-ability will be

key requirements of the test set.

© 7 Finally, although the adVantage of a fibre system is

‘that the signal path is a dielectric (not subject to electrical

interference), the connection to the outside world is

influenced by power, grounds and so on, The Montreal field

" trial revealed that the ?erformahcerof the optical fibre

transmission system is essentially determined by its sensitivity
to office electrical noise. Nevertheless, the system did
perform well, in.fact, beyond any specification for.inteym

offiice trunking,:especially with an average‘bit_error rate of

: - 1T S
about 4 errors in 1077 bits. This amount of error had no

effect on telephony>and very'little or no effect on data

- traffic.

With respect to problems, the Montreal field trial.
revealed two difficulties in operating an optical fibre

transmission system. They were: the difficulty in accessing
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the optical signals for maintenance, and the need to add"
redundancy'to the transmitted4digital signals for in-service
perfofmance monitoring,
In the end, the significance of the Montreal field trial
was that
with proper design and development of the components
optical fibre transmission systems can be readily _
installed, reliably operated and easily maintained w1thouL
the need er procedures that are much different from
“those emploged in conventional wire. transmission
facilities. ) : ‘
Besides the Montreal field trial, other experiments have been
~taking place with optic fibre systems. In the Yorkville
area of Toronto in 1978, fibre optic cable placed in a duct
alongside new copper cables allowed "about 45 subscribers to
bécome'part of the first fibre optic loop transmission trial

in Canada,"®

Initially only voice communications will be
cafried over the fibrés to théiﬁelephone subséribefs, In the
future, sﬁitable.interfage‘equiphenf will be prbvided which

~can carry video and data channels Qver'the same fibres. Thus
the principal advantage of the fibre optic cable in-the-

Yorkville trial is its ability "to integrate_varioué services
— VOlce, data and video - over éfsingle éubscriber line."’

The largest subscriber loop experiment being conducted’
in North Awmerica is in Elie, Manitoba, a smalivtown‘abbut 40
km, West of Winnipeg. . This is a joint undertaking of the
Canadian Telecommunications Ca?riers Association (CTCA),
its member cariier, the Ma@itoba Telephone.System.and DCC.

The $6.1 million dollar cost is split equallyAbetween the -
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induétry;and the public to fund a five year expefiment‘whiéh
will provide the 150 homes in the toan ana on.éurréunding.
farms with singleuparty“telephone, multiple channel TV,
several radio Stgti@ns and two—way alpha numeric services
based on the DOC. Telidon system,

This expériment>is designedgtb evaluate the éocial
implicaﬁidns,.particularly ip terms of up~grading the the
ruralfcommunications énvironment,-as well as the technical
performancé of the systemn, - |

. Other common carrier ekperimeﬁts include a major tele-
phone ﬁfunk.for AGT to connect Cheadle to Calgary, Alberta;
a CN commqnicatibns cable buried aioﬂg the tracks, and a
electrical utilities communication link carried on high
voltage transmission towers.

The cable industry has also shown initiatives in fibre
optics, An $8.5 million experiﬁent is underway in London,
Ontario ﬁSing anVSVfibre.supe:trnnk for 7.8 km. to connect

the head end of a television station to the central hub of

.

the system. A number of the major cable companies, e.,g. Rogers,

Canadian Cable SYstems,vPremier, etc. and thelDOC are
pérticipating with the Advanced Systems Division of Canstar.
This experiment does not at this time provide sefvices not
otherwise available but it does explore new modes of trans-
mission fbr TV signals. | | |
First of all the TV signals are transmitted in analog
form but are encoded digitally in ﬁwo different forms. Three

fibres carry three TV signals each in which the video
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infé:mation'is separately encoded‘from the audio (reduced to
baseband, i.e. 0~4.2 MAz) and sampled at three timeé.the |
colodr»subcarrier rate (10,74 MHz). Each sampie is encoded
iﬂbéight.bits. Two ‘more bits are used for error cheéking,
audio, éome data servicesvana.FM stereo so that each TV

signal and add-ons consumes 107,4 Mbs for a total bit rate

of 322,2 Mbs.

Another three fibres‘eﬁcoded two entire composite TV

- gignals (0-6 MHz) each at a higher sampling rate of lS.?S_MHz

with a nine bit sample.and a tenth bit for error checking,

"FM stereo, or digital services. ‘Therefore, each TV signal.

plus add-ons requiresAlS7,5_Mbs or 315 Mbs for the fibre.

_fIn the first caSe~(3 channeié‘a fibre) more TV stations
are carried'per fibre but the costs of inputing énd éﬁtputing
the signals are muéh greater than encoding and decoding
composite TV signals. 'Howeﬁér,'thé second case 1s limited to .
two channels. There is obviously a trade-~off between terminal
costs énd cost 6f the fibre‘anditherefbre optimum econbmy
would be a function of distaﬁce° |

The experiment does demonstrate that -irformation rates
in excess éf 300 million bits a second are Qossible in a
state~of-the~art system which covers 7-8 km. with just two
repéaters and 10 or.llvsplices° | |

Such a system could be extended much further without

picture quality less. It also ¢onfirms the high bit rate for

all forms of telecomuunications.:

' The more technical data used above is indicative of the
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capability of. present operationai_technolggy.' Information
rates slightly in excess of 300 Mbs are possible at a bit
errox rate éf 10“9 o:vbetter.- The ﬁost typical telephone-
trgnk application requifes about 275 Mbs. These figures are
far beiow_the "gee whiz" accounts of billions of bits a second
and myriadé of.TV channels. While improvements are poésible
such as encoding TV in a way that reduces the vast redundahcy
Qf information, increasés of.signal carriage will only be
doubled or tripled. It is true‘thatAdigitized_(PCM) TV ﬁées
much -greater bandwidth than analog tédhniquese Yet, accqrding
to ékperts, the effects of distanéé afe such that an analog
configuration is probably optimal at three channels pér
fibre plus other home services. o

However, certain concluéions’may«be drawn from the
experiments. A»sinéie fibre (or fibre-pair) to and from the
home is still some considerable.time aﬁaf if it is to replace
both the telephone wire and the cable;in providing the -
existing services, Whether the TV signals are in analog or
digital form the'optimal configuration would'éépeaé‘ﬁo;be

about three channels a fibre, To provide the kind of TV

service the cable subscriber now receives plus telephone would

imply stfﬁctures that call for:
~a) multiple fibres to each héme or
b) a central switching office which directed'up.to
three different éiﬁuiténeoué video choices into each
(a massive switch;ng problem)

‘¢) a combinhation of a fibre loop for home telephone
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~and digiﬁal'two~way ser&ices plus another carrier
for TV,

Some pOllCY concerns have been expressed about the
Jlxellhood of fibre optics qpawnlng a number of plrate
pay~cable Operatione. The premise has been that eable,uto
be economic, must provide conventional broadcast signals and
is therefore amenable to requlation; A system with only |
closedmcifcuit content eould.not pay its way since the cost
of cabling plus nhe cost of buying content would be_too great‘
except in rare cases of very high density of d&ellings, i.e,
high rises, etc, If fibre optics were to be substantially
cheaper than cable, tnen_the situation.would be markedly
cnanged; It does not appear that‘snch'cost reductione will
take plece in time to give this Ehreet‘much realityox Either
a pay-Tv pollcy will be in or a revised regulatory approach to

"program services" probably w1ll have been settled before
flbre optic "pirates" can make 81gn1f1cant inroads.

'In.ordef.to finance a "eingie wire" (fibre) concept it

is assumed that the revenues fzom all ewmstlng seLv1ces and
~llkely newer ones would have to be.channeled into paying for
its-imélementationq On: the one hand.is the expense of dup-~
iioation of hardware as the capabilities for the delivery of
telecommunications servioes by cable and £elephone companies
~ begin to merge and compete, but on the other hand is the
expense of premeture obsOlescence cf the exis_ting.plan.tu

Of course, this wnole digcussion 1is constrained by what

is currently perceived to be the consumer's wants and expec~
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tations. .It is also cdnstrained by implicit aééumptiOns about»
merging into the existing Systemvand‘ail its deficien&ies and
restraints, A most.specific exampie_wouid be the consumer TV
set ahd what the ownef watches. While it is'pogsible to
theorize about marvellous improvéments to ﬁelevision in
technicél and program quality the realities are that a wholé
system of stahdards and procédures caﬁnot be overthrown with
ease (éuéi° metrificaﬁion)‘ aﬁd probably not without a
massive intrusion by the étateQ The'p?essure is then to
develop technology that is not "ideal" but.compatiblé and
pos;ibly exploitive;of the existing'i#vestment,’»Video games
depend then on the éonsumer having made the major investment
on a CRT, Videotex services and most home computers. are
designed to use the home TV set as a mﬁnitor_with little or
‘noﬂmodification, IE is quite unrealistic to project policy
initiativés purely on Pideal" tﬁeoretical or technblégical
capabilities when Canadians have invested about $3,500,000,000
in their present TV sets. | |

As was noted in the section on Cable and Pay:fV«we
have no clear idea of the separatidns-of costs between long
haul and local services; and between the cost of:the network,
the switching, and the termihal déVices. In effect, we don't
know whether the public interest would be best served with a
singlé moﬁolithic telecommunications strucﬁure, or to permit‘
some ofithé elements to-participéte'in a-competitive structure
and thus allow the markeﬁplace to determine rates aﬁd services.

The question of the public interest is furthér clouded
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. by whose interpretation of the public interest is to be

paramount., A federalist national public interest would‘
suggest that allow1ng CNCP to 1nterconnect into. certaln
local telephone etchanges would reduce the coat of long~haul
data transmission and sexrve to help blnd the country through

easy economical long distance communications. A number of

‘provinces have protested that their public's interest is

threatened since the present long haul transmission structures
and rates subsidize local rates, extend services to less

economic centres and contribute to provincial revenues. The

‘argumentg on both qldes are complex and w1thout any solid

emplrzcal £oundatlon of economic data with respect to costs.
It is 1nto this polltlcal and regulatory cllmate that
the fibre optic technology is emerging.' While it is not yet
clear that fibré optic technology will become that "single
wire" bringing and taking a host bf broadbhand sWitchéd two-
way services envisioned in the_"wired,séciéty" it is cleai_
that provisionsihave to’be made for its intfoductioﬁ. To the
céblé’companies and:the télephone.coméanies it is é.matter;
of future survival. The Canadian Government (DOC) has
recogﬁized that a huge industry i$~begiﬁningu While it may
nbt.for some time have appiication to the majority of homes ,
thié éventually has to be planned for and the requisite study
and field tests must be doﬂe,‘that is, if Canada wishes a
role in the technological determination of applicatioﬁs and
standarde; 1mmed1dtely,the manufacture of bundled fibre

optnc cables is certalnly about to take over the trunklng
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reéﬁirements.« This will amount to a multi~billion dollar
:entefprise-worldwide’in the next decade or so. To permit
Canada to meet its own requirements aﬁd to create an ekport
eapability has beenlﬁﬁe thrust of much presenﬁ éélicy of

heavily funding R & D followed by field trials.
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F. Impact ‘and Regulation of Vldeo~Players

- The la t two years have seen the beglnnlngs of what has
been:prophesized to be an explosive growth in home video
recording and playback devices. The first truly successful
VCR (Video-Cassette Recorder)_was‘probabiy Sony's‘meatiC
using a 3/4 inch tape format in.CaSSettés of 30 or 60_minutés
dupation. ' This machine was not really the ideal coﬁsumer
product but found good acceptance in the industrial and
eduéationél market, For ;he home,the duration of tape was too
shor% and:the cost of the machine and more particularly of

the cassettes was too high., Sony surprised the market it had

-_itself established by suddenly introducing the Betamax with

1-2 hour cassettes in

s}

1/2 inch format. Shortly"afterward

JVC produced a similar but not compatible VCR referred to as

the VHS éystém, ' Both the Beta and VHS systems ha#e_been licensed
to a number of manufacturers so thét now Sony, Sanyo, Toshiba,.
Zonlth, et al are opp031nq RCA Quasar, Pdnsonlc, Hvtachl,ket

al. IL would appearn. thaL sales of each system have Leen about
equal given the Sony head start but the VHS system is culrently
in the lead on the basis of 1n5tltutlonal recommendatlons

and féwer servicing'problems{ In Western,Europe‘a third

system VCR/SVR (Phillips»érundig) hés half the sales.r There

are two more non-compatible systems on the market and Russia

“has develoéed its own.

This is just the bheginning, however, because two other

.majOl deve]opmonxq are just, evterlnq or about to qerlously

enter the market. MCA“PhllllpS lntroduced Discovision in
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‘Atlanta and Seattle six months ago and will expand shortly.

RCA, also, is preparing for a massive promotion of their
SelectavVision videodisc to be widely released in about a
yeér}  Recéntly Toshiba has demonstrated a very impressive new
tééhnology labelled LVR'(Longdiﬁuainal Video Recording) which
threaténs both the VCR and the-videodisc, The company expects
to be exploiting it commercially iﬁ about a year.

These devélopments havé yet té have much impact cultur-
ally or eéonomiéally in Canada as yet. iHoWever, the implica-
tions of the future oﬂsiaught of ‘these devices and the newer
tech;oiogies to follo& which provide in~home delivery of
prbgfam content will be.very great. Initially the VCR was

advertised as a "time shift" machine which permitted the

recordlng of TV fare for playback at a more convenient tlmea

It is now very apparent that there ig a large mdrket for pra-

recorded tapes suggestive that the consumer is not completelyv
satisfied with conventional TV doﬁtent. A vast number of
industrial studies and projections of this whole industry

s

have been done, mostly in the economic area, These suggest

‘that VCRs, Videodisc Players, tapes, and big screens could

approach $4 billion a year toward the ena_of thé decade. The
U.S5, alone faces a trade defici£ with Japan of $500,000,000

this year on VCRs, For Canada the buraen will_be‘somewhat ”
leSs than a tenth of this; howe&er,‘Canada must. expect a.further
drain to the U,S. for the purchase of prmnrecorded disecs and

tapes or at least thn cost of the tapes and the rights to the

programs/ assuming the dubblng or pressing was done here. .
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The cultural problem could be acute. . On the one hand

consumers would be offered far more freedom of choice in

. selecting programs which are not amendable to Canadian content

regulations and which, at least initially, would be éf foreign
origin.  On the other hana, the competiﬁion forAthe attentibn
of the viewer's could weékén our existing broadéasting
Structu:e, Veiy coﬁceivably, the impact of in-home deliveiy
could be more devastating to Canadian cultural objectives
than'wés the prolifefation of cable and the resultant demise
in viewing Canadian programs.' At thié time there is no data
on tﬁe amount qf nonwbroaacast viewing by owners -of video-
players. _Neiisen "guestimates" 1 rating point. | |
Refore exploring in greater detaii the social and

economic considerations, it would possibly be useful to des-

cribe. the "state of the art.":

The two well-known systems, VCRsvand videodiscs have
particular strengths and Weakneéses. ’The VCRs ha&e recently
developed a number of features assumed beheficial‘to the
consumer., :

| - duration - most VHS systems..are up to 6 hours on one
cagsette without toQ great a loss of quality‘ The
Beta System is up to 4-1/2 and five hours, one VHS
has achievéd 9 hours. These durations are achieved
throﬂgh’combinatiéns of thinner tapes, slower speeds,
and_multiple heads,

- programmability - while there are many different

capabilities, the 7-7-7 is indicative of the trend.
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Thisimeans.that the machine can be preset at one time

- to recoxd the ?rqgram,of seven different channels,
at seven different times over a period of a week,

- features - most can give "browsing," forward or
reverse, i.e. a viewable'pictﬁre while at.higher than
ﬁb:mél speed, siOme, freeze'frame, and rapidlaccess
tb a preset cue or time on.the taéeq‘ |

The basic advantagé of the VCR over the videodisc is

the record'capability. " The disadvantages in playback are
p;obably | |
1 - poorer piétu;e quality,ﬁhan discs,
-~ high cost of tapes Vs, discé;both in manufacture of
'thé medium and in the dupliéatién procedure, i.e. a
video~cassette must be recorded.in real time and
only a cettéin number can be dubbed at one time ——
"about 100 maximum. The disc is produced similarly to
audio records with all the information transferred td
the disc in-oﬁe'"stamping" which is a matter of seconds.

Studies have‘been ﬁade (essenﬁially usihg Déléhi;

techniques) by the U.S. Navy and the Electronic Industries
Association of Japan (EIAJ) on‘thé relative market penetration
of video-cassettes vs. videodiscs., The former .concluded. if
the cassette machine costs mofe.than twice videodisc, the disc
would win out, if the disc cost more than two~thirds.of the

cassette, then the record advantage would succeed., It appears

that the disc will stabilize at about half the cost of the

cassette machine and the EIAJ predicts a market for both.
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It is possible to make a videodisc technology with

record capability but for various reasons, mostly cost, this

is not being pursued in the market.

‘The videodisc machines have been developed over a long
ﬁeriod'of'time. The first demonstratidn of sﬁch a device wés
in 1936 in London,. Telefunken and Decca, undef the name TeD,
marketed the first videodisc playbéck.machines in 1875 in |
Germahy and Sweden with littie success. Machines‘were
exﬁensive (about US $600) and the recofds lagted only ﬁen
minutes a side, and the softwa;e was very limitedfand of no
cons;mer interest in N,A, TeD had excellent éicture quality
and eventually produced a record éhanger which couldibe:loadéd
with two houfs of discs with only a four second delay between
discs. This, of course, furthér raiséd the price. i |

Of the thirtyAbr so videodisc machines developed, two
are primelcontenders in the N.A. market - Ehe_MCA/Phi;lips
Discovision and the RCA Selectavision.

They are representétive of the two main branches of
videodisc technology, opﬁical and stylus. |

The DiscoVision (Magnavision) .uses a beam of laser
light whidh is reflected in a~varying'pa£tern from thé:discn
This modulated reflected light contains the encoded &ideo and
audio information and is capabie éf superb quality. The |
traéks are exttemeiy fine and the disc revolves rapidly:

(1800 rpm) and since each.revolution imparts the same amount
of infdrmation regardlesélof the radius of the track, it is

possible to rapidly acceés anynpérticular-picturé frame of
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the 54,000 frames recorded in a half-hour program. This

information retrieval capability could be applied to any video

information, e.g. gfaphics, still pictures, text,‘etCE - Other
features are browsing and slo-mo. Introductory qoétawas
US $695,00 with movies at $15.95 for a set of diécé. “This‘-
compares to about $60.00«$100}00 for a movie in video-cassettes,
Demand for the limited number of machines available was very
keen‘and presently machines ére "bootlegged" at up to $1,500,
MCA indicateé that the price of the machine will ﬁave~té go
up and moviés on discs wili be raised to $24;95 with educational
feat&rés up from $5 95 to $9. 95."In‘spite of MCA's (Universal)
control of 11,000 tltles, only some 200 programs are available
in disc form and the shortage of software is recognized as a
prébleme |

Thé RCA SelecﬁaVision<useé'a stylus system in which the
stylus tracks a groove at 400 rpm from thé ceﬁtei‘outwardm‘
At this;épeed and configuration, it is not possibie to freeze
frame or slo-mo bﬁt recycling of a smail section with a stable
plcture is possible. Therefore; the RCA systém doeé not have
the informational storage and retrleva1 chab¢llt1es of the
DlscoV131on and similarly designed machines (1.e._ SF/Thomson)
SelectaVision is véry specifically designed for‘only home
plaYback of entertainment programs. It will retail ét about
US $400 and RCA is gearing up for a massive market éxploitatidn.
The disadvantages are that unlike the optical»syStems in which
nothing touches the disc both the stylus and disc are subject

to wear, Discs which are currently half an hourvwill probably
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be_lengthened to one hour and have a life of about'SOO plays.
RCA has llcensed BSR Mltsublshl, Sharp, Toshlba, NEC,
and Clar:on et al to market the SelectaVision technology and
has organlzed a strong software l;brary. |
‘eOf the many disc technologies operational, JVC appears

to- have a system which is expected shortly (Sony has yet to be

heard from but is always a lg:contender with a "break-
through" technology). JVC VHD/AHD discs (video high density/

audio high density) rotate at 900 rpm which does permit freeze

frame, slo-mo, advance and reverse screening, and rapid access.

'Theistylﬁs does not follow a groove but does’ detect varying
capacitance from the 54,000 pitted tracks per side. Presently'
in a one hour format it will shottly come out at 2 hours.,

Like DiscoVision it has two audio ohannels which permit stereo
or bilingual audio~playbacke The maChine with full features
should retail about $600,00 and discs at about 10 per cent

above stereo audio discs, JVC claims,the replication process

which uses conventlonal PVC blanks is much cheaper than optical

discs, Both the JVC VHD/AHD and Selectavision requlre that the
‘record in its jacket be inserted into the machine which then
extracts and returns the dlSC SO that 1t is never touched.
Optical dlSCS are soO crltlcally focused inside the disc that
slight surface dirt has no effect.

A new and largely unreporLed system of video-players

has very recently been demonstrated by BASF and by Toshiba.

Called the LVR (longditudinal video recorder), this device, which

records and plays back from a series of horizontal tracks on
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‘an endless loop (100 meters), is not mugh lérger than 8 track

aﬁdio cassettes. ‘The tape holds 220 longditudihal tracks with>
each track taking about 17 seconds to‘pass the f}xéd head, at
which'ppint the head moves up 50 microns to the next band.
The lOO_meter tape gives one hour, but a two hourfversioh is
expected shortly. |

The;Toshiba LVR can random‘aécess any track‘on the tape
in about 4 seconds by enteriné a'threé digit nUmbei. .A:sinqle
track can'be constantly reveated_giﬁing a useful informatiénal
storage and retrieval beneflt The unit uses about a third
the parts of typxgal»VCRs. Cassettes are comparable in cost
to VCRs;

PO‘%lb]llLlCS of this techhology axe very greaf since

it is ideal for OOttdblllty and remote recordlng, possibly

1ncoxp0lated rlght in a CCD camera with further miniaturization.

Picture quality'of the Toshiba ILVR is at least comparable to

VCRs and probably better than the BASF LVR. The cost will be’

" in the $500.00 range which should compete strongly since it

has both record and playback.

Other revolutionary systems are rumoured, but the above

information is applicable to systems which are currently or

‘imminently to be marketed.

As stated before, ﬁb sociél eifect studies have been
published, Mpst.of the work so far has been in consumer and
market profiles, 'Howevér, the fblloﬁing conclusions  seem
reliable: | o

a) Sales of video-players will rise to about 2 million
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a year by 1985 in N.A. Some forecasts have indicated

-sales will be inversely proportioned to auto sales,

i.e. that the current slump in car sales will improve

videoplayer -sales.,

b) 60 per cent of all prerecorded video=casséttesvare in
the area of pornography. Supply simply caﬁ't‘keep up
with demand.

¢) In spite of the‘high'volume of sales, there is a
large oversupply of VCRs being produced. While this
might lead to some price discounting, the essential
parts of the VCR are mostly mechanical and not given
toxpricé reductions. Therefore the push has been to
add.electroﬁic features using L.S.I. to upqrade'the
price, It is fairly certain that some manufacturers
will fail.

The more indefinite implicatidns are in the area of the.

mutual impact of two technological approaches. The first

* being the supply of new consumer choice by means of upgraded

communication channels or links, e.g. optic fibre, expanded

~cable, Pay TV over-the-air and by cable, DBS, etc. which

distribute the program,data etc. to the home as oéposed to the
in~home delivery systems such as video—~players, video games,
Private computers will also use the conventibﬁal TV sét as the
home terminal but do not interact or are accessable by a

broadbhand system exéept for the possibility of the telephone

‘wire pair, At stake is the possible siphoning of consumer

revenue to in~home devices which otherwise would'make financially
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viable an expanded communications.petwork. While VCRs and pay
‘cable are by no means incompatible (the cdnsumer wants to be
able to #ecord the content) there is ‘an inherent c0nflict in
thrust, much like the’éhanges ih’compufer thinkigg_from huge
" main frames to smarter terminals and distributed processing.
Within the video«player"technolqgiés’is the ability tO'provide
huge information_storage (and retrie&él)(which has many
applications. There is also é'largé move alréady to program'
1ending and renting of cassettes. (Videocassettétof the Month
Clubityée activity). |
" All this then brings in the question of copytight and
copyright infringeméﬁt.  Home audio fecording was-éettled in
the U.S, in'1972 on almost a "fair use"wpremise that éllowed
sucﬁ mechanicalAénd performance réproductioms.oﬁ a personal‘or
for friends basis with né'gain. ‘In an action laid twé years
ago by MCA and Disney against Sony and its Betamax, a complex
hearing is underway to settle; first, if copyright has been
« infringed, second, if so, what éhould’be-the remedy, or‘third,
is this aétion simply a move ﬁo retard competition EA‘MCAS
DiscoVision and the pirating of their Univerﬁal library. . While
the analogy to audio is very close, the sﬁakes a;e.muéh gréater.‘

The first decision is expected in two or three months. L L

Closer to home, there appears to be no great consideratioh::g
of the impact or social impliéation of this bﬁrgeoﬁing tech-
nology. The only guides are preseﬁt policy toward the audio .
recording industry. In this regard Canada does héve some

protection which induces the manufacture (stamping) of records
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indigenously but does not.prescribe'in ény way content
distributioh, or the importétion of masters (other_thén obscene
material by Customs). AM aﬁd FM regulations and tax inéentives

have induced the audio recording of Canadian artists and the

play of their works. HoWever,-it isn't clear that, except

for the capital ‘cost allowances assisting works which were -

originally Canadian feature films, program production for

video~players would receive much incentive in Canada. Again,

it is much cheaper to replicate than to produce content.

There is some indication that the heaviest‘selliﬁg,of
VCRs 'in the U.S. is in areas that are not cabled (major urban
markets) which.could be interpreted to show consumer~demand1
for prbduct not othérwise availéble on chVentional‘broadu
casting. While Canada is heaviiy Cabled, there is, ét present,
no alternative to conventional broadcasting other than the
community channel. | |

.One‘interesﬁing trend in video~players is the growing
demand foxr porﬁable units and light, cheap, hand~held colour

cameras, It appears that the appeal of electronic "home

movies" is very strong} In this regard the LVR-might make a

large breakthrough.
Whether in fact there is a obstacle here to Canadian
broadcast objectives is not certain. It would appear on the

surface that, while this technology broadens consumer freedomn

of choice, it primarily contributés to foreign acculturation,

foreign trade imbalance, weakens the ability to expand existing

telecommunications channels and services and contributes
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littlé to proéram produétion within our borders., It is,
 howévef,;difficult to suggest £hé degree of the detriments.
Theié are no compelling alternatives. In all likelihood, we
won't know thé'dimensions of the prob;em until the technology

is well entfenched.
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G. Ownership Patterns in the Private Sector

l. Introduction

A concern»with the patterns of ownership{in’any mass

medium stemsifrom £he oonoept; somewhat cherished in
liberal.democratic societies such as Canada, that a
plurality of "voices“fis ﬁecessafy for the public to récei&e
a balénced presentaﬁion on matters of public concern or
(for that matﬁer) for there £o be'an adequate ievel of
“competition" 1) thaf communications services (i.e.,
entertaiﬁment) are provided in the most expedient or
effioient manner (to maximize."éayoffS“ to the audience).

| When the Special Senate Committee on Mass Media (Davey
Committee) issued its report in l9i0,.it expréssed a concern
for the levels of corporaté concentration in.Ehe commun i-
cations industry, observing that "a variety of forces have
comoined to produce a_groWing concentration of media owner-
ship," (Canada; 1970:3) . = The observations of the Speciai.
Senate Committee are certainly not inappropriate in_l§79q
Ownérship of the mass media in Canada might réasonagiy be
chéracterized as being somewhat “narrowly held;" |

Cable television appears to display the highest
degree of concenﬁration:AAin 19754'10% of the largest cable
groups accounted for 86% of the industry revenue (CRTC, .
1979a:ii). - With thé merger of two large Ontario cable
s&stems.in 1979, the four larges£ cable systems in Canada

account for almost half (48.5%) of all céble subscribers

~ in the country.’
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| . : : Whlle it might be argued that cable s role as a
source of programmlng material is negligible, this 1ndustry

is likely to play an increasingly large.role in prov1dlng

programming (and exerciSing some form of control in this
s area), and should be examined closely. ' This increasing
iﬁportance of cable was foreseen in 1970 by the Special
Senate Committee (Canada, 1970:28):
One of the elements that need fo-be taken into
‘conolderatlon in relation to ownershlp concentration
is cable television. . At present, the vast majority
of these systems are emploved in a passive way.
« + « The CRTC has made it clear, however,; that it
expects cable systems to begin playlng an lncreaSLnglj
active role by undertaking an 1ncrea51ng volume of
programmwng of thelr OW1l,
Concentratlon‘ln the daily newspaper industryris elso’
‘ gquite high: in 1975, 108 of the largest daily newspapers
accounted for 55% of the average daily circulation (CRTC,
197%9a:1ii). In terms of group ownership, three chains —
Thompson, Southam and F. P. Publications - gccount for
almost half of the newspaper circulation in Canada.
 The levels of concentration in television‘and:radio
B : are not quite as high as those in the newspdper lndustry,
perhaps as a reflectlon of past CRTC DOllCleu to limit
mergers. However, "group" ownershlp is a common phenomenon
in radio (even though there may be a reasonably large .
number of groups), since 81% ofvall radio stations are.
owned not DV individuals (or lnleLdual ‘companies ownlng

: ' only one radio station) but rather by groups. And, in the

area oF Le]ev1elon, there are certaln]y some groups which
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are reasonabiy large in terms of_total circulation (most

notably CHUM Ltd., Selkirk, Baton Broadcasting, B.C,

- Television and Télémedia). o .

' ‘RegardingAconcentration-of media ownership, there are
two lssue-areas: multiplewsysteﬁ4ownership and cross-
media'owneréhipq Multiplemsystem_bwné:ship refers to the
ownership of medié outlets in a number of communities, but .
not neceésarily a monopoly in_anyione.community,z_ Multiple
system ownership need not preclude some element of

"competition" at a local level, but it  leaves open a number

of concerns:

1) Multiple oﬁnership tends to imply non-local”
ownership. Non~local owﬁefship may imply less
responsiveness to "local needs";

2) Highly centgalized controlﬁqflmedia undertakiﬁgs
will have sqmé negaﬁive implications on the overall
level of diversity in the mass media;

3) Reguléting large entiﬁieé bécomes somewhat more
difficult thén regulating smaller,entitiés;

These issues are discussed somewhat more extensively in

- Melody (1978) . Some of the “concerns" may be quite debatable;

for example, one might argue that non-~local owners are in a
better position to fairly (and dispassionately) ensure é
balanced presentation on matters of loéai controversy_than
would local owneré (who might have other economic involve-

ments in the community in. question), But regulators are

" quick to point to the "Bell phenomenon" (in reference to the
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"difficulty experienced‘in~ekércising some élement of public

control over a telecommunications entity the size of Bell
Telephone) in defence.of the geﬁeral pbsition that big ig
not néCessarily good: The impact of multipleméystém owner-
ship becomes moré crucial in the areé.of cable teievision,
where a single cablé television franchise implies a’local
monopoly. |

| Cross-media ownership fefers to:the ownership of

different media (outlets) within a single community by one

individual or ownership group.? An example of a cross-

medi.a ownérship situation would be London, Ontario, in

which‘the London Free Press (the communiﬁy's only neWspaper)l
is owned by the same entity which owns the community's only
TV station (albeit not the only one which can be received
off-air), and an Aﬁ and FM radio sﬁation in the coﬁmunity.
The CRTC's policy is (curréntly) to discéurage'croéé~
ownérship between cable télevision"ﬁndertakings and tele-~

vision undertakings in the same community,®

and cross-
ownership between newspapers and television sﬁationé in the
same community.> Both of these policiéé are, however,

under reconsidération (cf£,, CRTC, 1979b). Similar (formal) 
prohibitibns do not appear to exist with respect to rddio«TV,
radiqwnewspaper or radip—cable television combinations,
perhaps on the premise that there is naturally more comﬁeti~
tion in the radio industry (with a greater number of
competitive possibilities QUe.to the nature of spectrum

allocations in radio). It might be noted, parenthetically,
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that.even in the area of newspaper—television and Eelevisionw
cable cross~ownérship, there cﬁrrently exiSt a number of |
exceptions to the generalArule (i.e., situations in which
suéh cross-ownership does exisﬁ).

The question of cross—-ownership is reiated to an

impbrtaﬁt‘chsideration-regaraing the role of government
in the regulation of the mass media: to what exteﬁt should

government concern itself with the structure of an industry

(orx élementjof an industry) which is, strictly speaking,

outside its regulatoxry jurisdiction? In other woxrds,

‘should the government be concerned with diversity in the

mass media in general, or simply with'diversity within

those elements (e.qg., over—thewéir'bfoaddasting) ovexr which

it has formal authority? | | : S
Insofar as the CRTC has made pblicy pronouncements

in the area of newspaper-television cross-~ownership (or

done so imﬁlicitly fhrough its ad hoc decisions),iit has

opted for the first of these-two_possibilities: Vconderh

for overall diversity within the mass media. OtherWise, it

woﬁld have been compelled to ignbrewany outside (non-
broadcastj media holdings a grdup or individual Had in
arriving atzits.decisions.6

Solely within‘the area of élédtronic mass media, how
much concern should the federal government have for the
degree of con&entratipn present? Regarding ownership, -
parﬁicipation by nonmCanad;ans and other’classes‘of pétential

licensees (i.e., provincial governments) is limited (under
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 the terms of Orders-~in-Council 1969-2229 and 1972-1569),

but, in the words of the CRTC (1979Db) :

The Broadcasting Act does not otherwise provide
explicit guidance to the Commission respecting
ownership and control of broadcasting undertakings.

It does, however, in section 3 prescribe certain
policy objectives to be implemented by the Commission.

The section of the Broadcast Act which might be most
applicable to the issue of ownership — and the one most
often cited by the CRTC in its ownership decisions = is
section 3(d):

The programming provided by the Canadian Broadcasting
System should be varied and comprehensive and should
provide reasonable, balanced opportunity for the
expression of differing views on matters of public
concern and the programming provided by each broad-
caster should be of high standard, using predominantly
Canadian creative and other resources,

The connection between diversity of ownership and

diversity of "views on matters of public concern" is perhaps

- the most crucial, and will be discussed below. Normally,

one would expect that a diversity of views requires some
reasonable diversity of ownership. On the other hand, it

might be argued that concentrated ownership actually

furthers the objective of the promotion of Canadian content
("Canadian creative and other resourcesﬁ), by'making it
possible for production units (presumably "in house") to
be sufficiently iarge to effectiVelyvcompeﬁe with American
programming., This rationale was-alluded_to in CRTC decision
78-669, 7

It is on the basis oﬁ the presumed relationship

between diversity of ownership and diversity of ideology
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that Wallace Clement criticized the structure of the mass

media in Canada in his Canadian Corporate Elite (1975:270££.) .

In hié WOrds, "for diversity to occur in the ideology
presénted td'the public there must be diversity of media
sourcéé and some form of ideological competition whereby
one positién was [is] not capable of totélly‘overwhelming’
alternative positions" (1975:287). - Clement proceeds to |
attempt to demonstrate that éuqh competition does not exist
in Canada. |

Clément makes one othéf important argument in his
.book, némely that ﬁhere are strong connections between what
he_calls the "media elite" —- those groups owning dispro-
portionate numBers of medié ocutlets - and what he calls the
"cqrporate elite" (defined as the 103 lafgest corporationé/
- corporate groups in Canada). This, he‘argues,vhas dis-
asterous implications in terms of "diversity of views" in
the mass media.

.There are a number of critiéisms of Clement's work,
the most pronounced of whicﬁ'is-that of.Baldwiﬁ (19575.
Ealdwin argues that, when more consisﬁent criteria are
applied, the degree of apparent "overlap" befween the
corporate elite and the media elité becomes much smaller
than Clement‘would have us'-convincedu8 Howevér; Clement's
sumnarization (essentially, a precise of_the work of the
Special Senafe Committee) leaves quite élear the fact that
there are a number of media "groups" which have quite

extensive holdings in the electronic mass media,
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The coﬁnection between concentration of ownership -
and "ideological diversity" could in our view be the
légitimaﬁe subjebt of a-separate (and‘probably lengthy)
investigation, Clemeﬁt‘s main argument ---— that'ownership
concenﬁration implies a lack of diversity -— appears to

have prima facie merit, but. the connection needs to be

investigated further. How much autonomy is (in the sense
of typical operations or even in the sense of ultimate
possibilities) exercised by individual "units" in large

ownership chains? Perhaps one remark would be in order

before proceeding: while some diversity of ownership is

probably a necessary condition for a "diversity of views"

in the private sector, it may be by no means a sufficient

condition, given the operation of Jjournalistic norms, non-

ownership peer connections, etc,’®

2. Major Ownership Groups
The major ownership groups identified by the Special
Senate Committee (1970:75-115) and the holdings of these

groups, are shown»béiow.' ~* 7. An dnspection of this table

would appear to indicate: 1) the formal ownership connections

between large ("dominant") cofporations in the Canadian .
economy and media interests are minimal, 2) that there are
some speciélized media companies having very extensive
press, TV and/ox radio holdings in Canada. These trends"
do not appear to have been altered in the nine years which

have passed since the publication of the Special Senate
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Bassett-Eaton®

Bushnell?®* .

CHUM Ltd.-
Allan Waters*

Crepault Group .

-Paul Desmarais,
Jean Parisien,
Jacgues Francoeur¥®

Dougall Family

F.P, Publications*®

*Identified bv Clement

u

Broadcast Holdings

2 TV stations
{inc., Toronto)

~-radio stations in
7 markets

-teievision stations
in 6 markets (some
are "rebroads")

-3 cable systems

-radio stations in
4 markets
-1 TV station

-radio stations .in
5 markets

-radioc stations in
2 (small) markets
-1 television station

~radio, TV in
Thunder Bay, Ont.

~-some additional
{(small) radio

as the "media elite"

Press Holdings

Corporations

Connections with
Clement's "Dominant"

4 .
-1 daily
-nc. of weeklies

-4 dailies (inc. -Power Corp.
Montreal La

Presse)
-large no. of

weekly publica-

tions

-newspapers in
‘Ottawa, Winnipegq,
Toronto, Calgary,
Lethbridge, Vanc-
ouver, Victoria.

0ET




Group

Irving*

MacLean—-Hunter®

McConnell Family*

Moffat Broadcasting#®
Rogers Broadcasting*
Pratee, Baribeau,
Lepage Group

Sifton Group™*

*TAan++1 F ad hu Clomand

Broadcast Holdings

e ha "media elite. "

-1 radio station‘
-2 TV stations

-1V stations in
2 markets (inc.
Calgary)

~-16 cable systems

.

~-radio stations in

5 markets (inc..
Vancouver, Edmonton,
Winnipeg) .
-1 TV station (W1pn1peﬁ)

= minimum ;nbe“est in

2 CATV

~-radio stations in
4 markets (inc.
Toronto)

-cable systems in 3
centres

-some major form (20%+)
with TV staticns in 2
markets - {Montreal,
Quebec) and radio in
3 markets '

—radio stations in 4
markets ({(inc. Winnipeg)
~-TV stations in 2 Sask,.
markets '

Press Holdings

’ . 1,

-5 daily news-
papers (all
NABA)

-very large number
of business pub-
lications and
consumer pubs,

=1 daily news-
papexr

-weekend magazines

~2 daily néwspapers

Connections with
Clement's "bominant™

Corporations’

Irving Oil

TET
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Broadcast Holdings

Group

-radio stations in 6
markets .
~-TV stations in 3
markets
-2 CATV systems
~minimuam interest in
4 TV stations,
4 CATV & radio

Southam-Selkirk*

—~radio stations in 2
markets {(Toronto,
Montreal)

Standaxrd*®

~radio stations in 6

~ markets

-TV stations in 2
markets

Télénmedia Ltée,

Thompson Group*

Toronto Star Ltd.*

-radi¢ stations in
4 markets.
-minimum interest
in 4 TV stations
-1 CATV system

Western Broadcasting®

*Tdentified by Clement as the "media elite,"

Note: Owning a radic station in a "market"®
combination. ' ‘

Connections with
Clement's "Dominant"
Corporations ’

Press Holdings
-14 daily news-

papers {incl.
Vancouver)

-Argus Coxrp.

CCET

~30 dailies (some
in smaller
markets)

- large no. of
weeklies

~~Woodbridge

-2 dailies (inc,
Toronto)

~large no, of
weeklies

often implies the ownership of an AM/FM
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. Committée report. - Major changes IWhi'ch have occurred with
R 'respeét to. the ownérship consteilétionﬁ,identifiEd above
are as follows:!®

1) Bushnell Broadcasﬁing wéé taken over by sténdard.

2) The CHUM LtdsaAllan.Waters groupAexpanded considerébly,
acquirinq one UHF station in a major market (Toronto);
and 4 additional AM/FM padio cgombinations (not counting
S‘additional AM stations held'in trust by Allan Waters
and L, Hudson in Newfoundland);

3) Télémedia acquirad additional_TV ﬁoldingé‘in Quebec.

4) Moffat acquired one FM radio station - |

5) The Rogers Groﬁp acQuired Cénédian Cablesysteﬁs, givihg
it'cbnsiderable cable holdings (eSpecially-in Ontario) .

6) Another group, IWCmSlaighﬁ;léontrolling the Global TV .
network (in Ontario), 3 AM radio.étations and 3 céble
systems, emerged,

7) Maclean-Hunter (through CKEY) acquired an additional

. ’.rédio AM/FM combination in Ottawa.

A considerable number of further mergers have Eéén
denied by the Canadian Radio-television and Telecommunications
Commission, including attempts: 1) by Moffat to Acquiré an |
additional radio station, 2) on various occasibns by MacLean-
Huntexr to‘expand its éable operations, 3) by Baton Bfoadcasting
(Bassett) to acguire a TV station in Montreal,

How major, then, have shifts in the owneréhip_of broad-

’ ~ casting undértakings been? The data which are available

suggest that there has been considerable pressure towards
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. - further concentration in an already highly-concentrated’ "

:industry. The tendency towards conceﬁtrated Ownership has

~ been mitigated only by.the reluctance of the CRTC to érant.
approvais to all mergers, and the licensing of additional FM
radio stations and addiﬁioﬁal (usﬁally‘UHF).TV stafions
(often thirxd TV service) where spectrﬁm permits, This, of
course,-wili not continue indefinitely aé frequency avail-
abilities are limited, .

I£ is not clear whether this tendency is, in some way,
related to the "trafficking" of licenses — that is, the sale
of bfgadcast "properﬁies".more on the basis of future expected

~profits than on. the basis'of real.asset costs (baéed on |
‘ historicél costs). Clearly, brogdcast_frequen_cies are defined

in the Broadrecast Act as "public property"; yet, as Babe (19765

has pointed out, sucﬁ licences are rarely forfeited by 1iceﬁsees

involuntarily (ioe,; renewals are almost automatic), Under

these circumstances, one might expecﬁ heavy upward pressureton

‘_‘the "market value" of broadcasting undertakings if profit

rates in the industry as a whole-are high, . |

In 1977, the ratiovof profit to.equity-in the broadcast
industry!?! was about .204 (20.4%), This figure, bfoken'out

by province, is as follows:'?
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. S : _ ' Overall broadcast
i Province ' Profit + equity®
Newfoundland, P,E.I. = | 7.06%
Nova Scotia _ 17.08% .
New Brunsﬁick , , 17.50%
Quebeé _ - 18,64%
Ontario | | o 24,028
" Manitoba ‘ 14,12%
Saskatchewan | 18,16%
" Alberta 30.28%
British Columbia o 14.58%

*Profit refers to before-tax profits,

Profits in the broadcast industry are not evenly
‘I._ . distributed ambng broadcast 1icenseeé, but rather teﬁd to
be éoncentrated in the hands of those owning iarjer under--
takings. Broken into groups based oﬁ the size of the broad-
cast undertaking, the "cost of capital" (interest + profit) -
.in relation to the cost of aséetshfor different broadcast

groups is as follows:'?

Group ,(Préfit + interest)
Group : -+ Equip, cost
1 (largest) : -35.8%
2 | 22.2%
3 | ‘ ,. 18.6%
4 (smallest) : ' _ 7.6%
. | | It ié clear that the largexr undertakings reap a

considerable portion of the industry profits, while on the

other hand smaller undertakings may not even be-capable of
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meeting'the cost of capital (i.e.,»ihvéstors may be failing
‘to get a "reasonable return" in comparisbn with.other.industry
sectors or even in comparison with bank>savings %nterést
rates). AIronically, one'of thé arguments in favour of con-

centration of owneiship.has been that the cost of capital is.

~less (i.e., large organizations are able to get lower bank

rates for debt capital).
Without arguing in detail the merits of the "economies
N

of scale" thesis,'" it must be suggested that if large media

conglomarates holding broadcast licences in major centres are
respohsible for siphqning large amounts of financial reéources
from the broadcasting system throUgh profiﬁs over and above
thoéé required to meet the éost of capital, the anregété
level of "efficiency" in the industry.may become unimportant.
An industry can be highly eﬁficieﬁt yeﬁ return &ery.litﬁle to
'Caﬁadian program production. Interestingly, despite lower
profit levels, single broadcast sﬁationsvspent an averége of
°26% on programmiﬁg, versus 23%_for'“group owned" stations

(CRTC, 19794:29).

3, Cable Television Concentration
The following table provides some indication of the
overall level of concentration in the cable television

industry:*!?®
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C Number of Cznggian ‘Cumulative
Group . ' Subscribers - CATV %
Rogers»canadian Cable~ | _ .
systemns 572,000 16.75 16.75
Premier Cablevision - . . 449,000 13,15 129.90
. Cablevision Nationale, 333,500 9.77 - 39.67
MacLean-~Hunter ~ 300,700 8.81 48,48
cuc Ltd. 130,400 3,91 52,39
Cable TV Ltd. | 120,000 3,51 55.90
Cablecasting Ltd. o 144,700 4,24 60.14
Moffat Communications 105,500 - 3,09 63.23
Capital Cable TV 95,500 2.80 66.03
Northwest Community Video 88,600 2,60 68.63
Agra Industries 62,400 1.83 70. 46
Selkirk Holdings - 54,300 1.59 72.05

Bushnell/Standard 46,200  1.35  73.40

As shown, the largest 13 firms control almost three-

~quarters of the subscribers in the country. Since cable

‘already "passes" about seventy per cent of the Canadian
population, one would not'expect this figure to decline much
as the availability of cable in the country increases (in

‘contrast, high levels of current concentration in the U.S.

- industry may not be indicative of the ultimate‘development as

penétration is low and much of £he céuntry is "uncabled").

Of the cpmpanies identified above, MacLeathunter, Moffat,
Agra, Selkirk/Southam and Standard/Bushnell have extensive
electronic media intérests outside cable televisjon, HKogers/
CCS has a 49% ownership of Faﬁous Players Theatres and a few
radio stations. Western Broadcasting, with extensive over-
~the-air broadcast interests in British Columbia, owns 26% of

Premier, and is currently in the process of applying tco the

¢
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‘and Western) an additional 24.5%,

. CRTC to acquire (through a holding company to own both Premier

Corporations having cable interests are reasonably

large, and compare in. size (assets, revenue) to other large

media corporations. Some comparative asset/revenue figures

for cable 'and non-cable media groups are as follows:!®

N
Frir.
&

Gross Revenue  Assets

Company . o © $,000,000 '$,000,000
Cable Holdings: | _ ‘ . 
Rogers-CCS. L | 25.3 100,2
*excluding Rogers
Premier : , - 33.4 ' ' 53.8

' Cablevision Nationale T - 21,9 33.9
MacLean—~Huntexr -  140=4 198.2 .
Selkirk/Southam o 369.0 239.5
Standard/Bushnell o 48,6 43,5

Non-Cable: ‘ . A ' .

' Batonv(Bassett) - _— 65.7 54.0
CHUM Ltd. - o 37.8 37.1
F.P. Publications ~ 21047 154.0
Thompson Newspapers '  - . 257.0 297.0
Toronto Star- Ltd, 220.9

~159.8

The level of concentration in»thé cable telewvision

industry has been exacerbated by the CRTC's policy of not

considering concentration in the industry as problematic.

This attitude is expressed in CRTC decision 79-9, which

approved the takeover of Canadian CableSystems by Rogers

Telecommunications Ltd.:

Cable television undertakings in Canada primarily .
distribute and exhibit programning produced, acquired
and scheduled by others,, They do not, apart from the
community channel and specially authorized programming
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. . channels, engage in the production, acquisitieon ox
' selection of programming., . . .« ' 4

Accordlngly, the concerns so dominant in [CRTC decision -
78669, in which the CRTC denied Baton Broadcasting
permiSSLOn to acquire a Montreal TV. station] do not,
in the Commission's opinion, apply to applications such
"as the present one, which propose increased cable

| . : concentration. = Ow the contrary, the Commission is of

| the view that significant and positive benefits can

' derive from increased cable concentration.

4. Cable Concentration and Future Industry Structures
Fhe attitude that cable teleVision is and will céntinue
to play é negligible role in the prbvision_of programming may
be-sbmewhat_shortcighted Aside fiom the stated interests
df some provinces (most notably, Ontario) to see the wider
_oevelopment ‘of Cdble SElVlCeS, one mlght look to the activities
1 - ‘ of the lndustry itself to evaluate the likelihood of an
| involvement in programming. Currentiy; the cable television
industry, through the.Cable‘Satellite Network (CSN) has
purchased options on the Telesat Satellite, and has been
aggressively promoting cértain types of national progfamming
adistribution configurations to be controlled by the cable
television industry. While immediate'élans provide only for
the distribution of the House of Com&ons debéteé,-it is welk
known that the cable Eélevisibﬁ indﬁstry in Canada is actively

pursuing a mandate to operate a pay television network (through

network)., That cable will remain an unimportant force in the

PTN, an incorporated agency which proposes to run a pay-TV
| ) .
} ' provision of programming services is, therefore, by no means

clear, This issue, and some related questions, will be (oxr
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have been) discussed in greater detail in chapters.analysing
pay television and the prospects for "universal cable,"
5. Trends in Government Attitudes Towards Concentration

There is .a clear and growing tendency in some govern-

ment circles to regard concentration of ownership as unproblem-

atic., This point of view is reflected in the Report of the
Royal. Commission on Corporéte'Concentration (Bryce Commission),
in which is expressed a conéern for the development of |
eCQnopicaily efficient unité to compete internationaily
-(1973:132) and a concern for the‘aqosts" imposed in attempting
to exercise any sort of (regulatory) control over an industry

- (1978:396£Ff)., This soﬁt of anti"interVentionist'seﬁﬁiﬁent is
echoed in the recent activities of the.CRTCn For'example,

the Commissioh is curfently reconsidering its.longnstanding

policy pfohibiting cable television-broadcast television

combinations and television-newspaper combinations (CRTC; 197S8b).

"And the Commission's gualified but enthusiastic response to

- private broadcasters' demands for "deregulation" at the recent

Canadian Association of BrOadcasterSfmeet;ng-in Toronto (April,
1979) seems consistent with this pattern..

 With respect to the issue of "efficiency," it might be
pointed out that thé same sort of considerations which apply
to manufacturing industries may not be germane:ﬁo the communi-
cations sector. Indeed, one of the criﬁicisms of the Caﬁadién
Broadcasting Corporation's @cﬁivities is that it is toc

centralized, and that it does not “"parcel out" enough of its
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. programming commitments to smaller.productioh organizations
(CRTC, 1979%e:50 et passim.), This sort of consideratibn ——

that decentralization of production into smaller "units" is

desirable -~ does not’ appear to be terribly consistent with
the idea that concentration of‘owﬁership in the private sector

is unproblematic.

6. Cable Concéntrafion aﬁd-Provincial Regulation
It is not cleaf‘how provincial governments would

respond to the issue of conceﬁtratibn of ownership. A

nﬁmbei of considerations, howeVetf’suggest that there might

be gggg scrqtiny over levels of concentration in the private

'sector'(especially in cable) undex provincial_regulatioﬁ:

1) provincial governments (e.g., Ontario) regard cable as
the potential soufce of programming servicés, and as
such would probably not dismiss the. importance of
cable as the»CRTC~has'done;

2) there is a concern, on the part of some prdvincial‘
governments, for maiﬁtaining "coﬁpetition;" ,Whilé by

- definition cable franchises arewnatural‘monopolies, one
‘might expect either (i) a tendency,for.provincial gdvernm
ments to be more reluctant to grant mergers or_(ii)
_provincial governments to make serious provisions for
the séparation bf content and Carriage (especially in
the Prairies, where telephone companies are owned by
the provinces);

7]

3) The sheer size of corporate mergers relative to an
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individual province (as opposed to their size in relation

to the whole country) might make mergers appear more

problematic to provincial governments,

Premier Cable-

vision controls 13% of all subscribers in Canada, for

example, On a provincial level, however, this trans-

lates to almost 50% of tﬁe subscribers in B.C.

Regarding the CRTC's approval of the Rogers«CCS»takeover,

it should be noted that the Province of Ontario filed a represg-

~entation with the Commission expressing its concern over the

issue of corporate concentration in the cable television

industry.*

7

This representation seems not to have been

considered or addressed in the CRTC's decision.'®

The levels of cable corporate concentration in individual

provihces can be seen in the following table:!?®.

Province

Company

British

Columbia

Manitoba

Ontario

Quebec

Alberta

Premier
Noxrthwest Video
Western Cablevision

Moffat Communications
Cablecasting/Selkirk

CCs~Rogers
MacLean—-Hunter
Premier '
CcucC

Cablevision Nationale
Cable TV Ltd.
Videotron

3 cable systems in
Calgary & Edmonton

with 60,000 subs, each-

% of

_ Province
No.of Subs. Largest Co. Others

322,500 49.26
73,000 11,16
59,300 9.06

105,500 68.29
-~-49,000 ’ 31.71

520,000 34.62
300,000 19.82
© 126,600 8.34
133,400 8.79

330,500 49,18
120,000 17.69
66,200 9.76

(figures not available)
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It has been su@geéted earlief fhat there is a.gxeat
e-amount of public concern regarding the size ofecorporations
in the ceuntry (cf.; section en Objectives and Publiclopinion).
‘Yet;<paradoxically,‘this concern 1is matched by ae increasing
tendency (within the §3deral government) to’regard increasing
levels of corporate concentration as'unproblematic if not
desirable, In the area of communications, we might suggest
a feview of the issue of how Ehe Canadianemass media‘system'
might best be structured (in terms of ownership and eonfrol)‘
towards the goal of establishing some overali *stiuctural"
priofities (relative size of private versus public,éecter,
desired levels of cofporate concentration, etc,). A ﬁore

detailed analysis is, however, clearly beyond the puxrview of

the current investigation,
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'The figure which is cited here~éxclﬁdés;a small increase
which would be expected if a proposed merger between Western
Broadcasting and Premier Cablevision is aporoved (Rogers
Telecomm, Ltd., 1978: 166)

2The term- multlple system ownership" (or "multiple
system operator”" -~ M.S,0.) is usually employed in conjunction
with cable television. Here, it shall be used to denote all
types of (mass) media. '

" 3Without any loss of generality, one might extend this
concept to rare instances in which one owner controls more
than one radio or TV outlet or newspaper in a single conmunity.
One might also argue that this problem ~— control over more
than one media outlet in a community - is implicit in the
ownership of a single cable system insofar as there is no
formal separation of the "carriage" function and control over
local. origination content (i.e., as cable operators control
more than one local origination channel on their systems).

“Cf,, CRTC decision 74-58,
~ 5CF., CRIC decision 74-44,

STn ome instance, the CRTC actually extended its

consideration to non-media ho]dlngs . In denying Campeau

Corporation permission to acquire. Bushnell Broadcasting in
Ottawa, it cited the possible conflict of interest involved
with a local real estate developer owning -a local media

.. property, Cf,, Decision 74-390. A concern for the overall

influence of a corporation in non-broadcast (economic) areas
does not, however, appear very frequently in CRTC decisions

Tand announcements.

"Ironically, the CRTC denied a transfer of ownérship
involving an attempt by Baton Broadcasting Inc, (Toronto CIV

licensee) to acquire the assets of Multiple Access Ltd., (Montreal

CTV licensee). The CRTC argued that while it might in future
accept a "Canadian programming" rationale in support of further
concentration, it could not see such benefits in the proposal-
before it at that time. :

®Baldwin also raises the issue of the role of the CBC:
Llement, in his discussion, omits the Corporation in deter-
mining what percentage of mass media outlets are connected
w1th "dominant" corporations, .

SThis issue is raised to some extent by Baldwin (1977).

Y0CRTC decisions, 1975-1977, and CRTC (1979c).

17he profit-to-equity .ratio may be taken as one measure’
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of "rate of, return.," It will, however, understate the ratio.
between original shareholder investments and current profits,
as it excludes 'retained earnings'; in the broadcast industry,
a large proportion of 'equity' consists of such retained
“earnings (whether, and to what extent, these earningq‘are a
legitimate basis for the computation of shareholder equity
will not be debated at this point).

"2gtatistics Canada, Radio and Television Broadcasting,
1977 (1978). 4

137his ratio probably understates profit levels as it
- fails to account for depreciation (considered an allowable
cost in the calculation of overall profit). One might alter-
natively compute [ (profit + interest) =+ (equip. cost -
accumulated depreciation)] or [ (profit + depreciation +
interest) <+(egquip. cost)] for a better measure of "rate of

return,"

%cf,, Rogers Telecommunications Ltd., (1978) and
Canadilan Cables YSuemS (1978)

15Rogers Telecomm. Ltd. (1978:166~168). Data acquired
- from corporate annual reports and Financial Post Corporations
Service, August 1977, :

16Rogers (1978:168).,

- !7The representation did not make a specific recommendation
with respect to the merits of the individuval case.

_ 18No doubt, this gives the province a further cause for
arguing that representation within the current structure of
- the CRTC is not workable. .

EN

19Rogers (1978).
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H.  Non-Program Services on Cable

1. Closed~Circuit Services: An Overview

To date, the cable television industry has consisted

of little more than the retransmission of broadcast programmes

received over the air (in some cases, using microwave or even

satellite as an intermediate link). This reflects a number

of factors:

lu

The regﬁlatory authbrities have affordéd some
measure of protection to. the cable television
industry to E£gxgﬂg;compétition, Both.thé CRTC
and the Departmént of Communications (the latter
being the only authority-actually issuing.licences
for CATV prior to 1968) did not grant the telephone
industry permission to act as a CATV undertaking.

In turn, the high level of profitability in the
cable industry (often>in low=xisk circumstanées)
afforded cable‘operatots'little incentive to "expand"
(or innovate) in newer (and more risky) service
areas. .

The CRTC has been highly negative.inAits‘response

to requesté of cablé television operators to provide
any (programminq)”sérvicé-which could,prejﬁdicially
affect over-the-air broadcasting. Effectively,

the CRTC has banned cablé operators from providing

any such services.

There appears to have been some considerable un-

certainly on the part of the cable television
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industry with respect to the CRTC’S;response (i;e.,
potential response) to any proposed "non—prégramming"
gservice. In the face of this uhcertainty — 1f
not a presumption thét the CRTC would simply ban
such servicés as it appeared to ban programming
services which were not "over-the~air" —- cable
operators appeared to be ﬁelﬁctant to submit ap?lica«
tions to the CRTC, | |

In general, the common carriexs have always had the

ability to cross-subsidize any non-programming

service to:a much greaﬁér degree than could the
cable~industrj. So the threaﬁ_éf a ruthless price-
cutting war in the area of competitivé services ——
that is, virtually any norn~programaing servicé ——
always existed. The inevitable result of suéh'
competition could conceivably be the economic
demise éf the’céble industry, or at least it would
be highly damaging. |

Over and above the telephone utility respéhée
suggeétéd above, telephdne companies~might'attempt.
to retaliate by making moves to reconfigure the
entire telecoﬁmunications delivery system throughi
the introduction of optic fibre networks which might
(vltimately) diminish’the roie of cabie operators
under a "rationalized" onewwiie delivery system.
Prior to the CRTCfs recent impositionvof "pole

lease" arrangements on Bell Canada (and E.C.
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Telephone) , teleéhone companies largely owned cable
trunk lines and leased them back to cable operators.
Thé natﬁre of these "partial lease agreements”
résﬂricted céble operators from foeriﬁg énything‘
other than a specifiéd setAofuserVices. Telephone
companies still own considerable pr0poftions of
cable trunk line hardware in many provinces,

7. TechnologicalAlimitétions.related to the nature of

| the cable system (e.g., limits on two~way services
prior to the development‘of bi=-directional cable
trunk amplifiers) restricted non*programming:j
develoPmenfs.

-.While in general, closed-circuit Serviceswhave not bgen
developedlon a widespread basis in the cable television
industry, following a very'prQnounéed CRTC policy, gablé\
operators have developed the "community channel.,"” Current
CRTC regulations require the carriage of such a channel on a
priority basis, but are somewhat vague in terms of what,
exactly, cable operators must do with respect'to suéﬁ‘a
c¢hannel, CRTC policy statements relating £o qable'televisibn
have}‘however, spelled out in more detail what the CRTC
"expects" (but has not formally legislated)ar

In the area of programming services, a number of cable

operators have, in the past, proposed the carriage of a
special "movie channel" to augment service (and, presumably,
attract subscribers). The CRTC has consistently denied

applicants permission to carry such services on the grounds:
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‘that they would detrimentally affect.broadcasters;

In a few special cases, movies in' languages other than
English or French were permitted oﬁ.cable Closedjcircuit
channels; this, of course, 1is consisteﬁt.with the policy of
no£ allowing éompetition Which could draw audiences from
regular broadcast services. |

In the late 1960's and early 1970's a number of community
organizations negotiated the éarriaée of special audio services
on cable with their respecfive cable television licensees.
These-services would be carried on the FM baﬁd, and could be
recei#ed by anyone subscribing to cablé FM. For the most
part, these groupsiconsistéd of studeﬁt radio clubé, but there
were also ethnic and/or community radio organizations,involved
in some of the larger centres. Examples of such groups would

be Radio Waterloo in Waterloo, Ontario and Radio Centreville

in Montreal, Quebec. Many of these organizations have since

. acquired regular FM radio licences for low-power operations

(eag,,’the Waterioo and Montréal.organizations mehtignéd),
but a considerable number still operaté solel? on cébie FM.
The increasing scarcity of FM speéﬁrum} even for low»pdwer
"drop~in" frequencies, has.meaht that in some Cen;res it ié
difficult or im@ossible’ﬁo locate'é‘usable ™ frequency,‘ In
other instances, groups are simply not sufficiéntly well
organiéed to apply fdr full~fledged radio'(FM)_licencés.
While initiaily'some such services may‘have developed from

a-desire (on- the part of the groups providing ?heSe services)

‘to not have to cope with the plethora cf regulations governing
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'regular over~the=-air broadcastlng, the CRTC has. recently

1mposed upon such closedm01rcu1t operat*ons some of the
requlrements which currently apply to regular bxoadcasters
(need to Leep on—-air log tapes, requirement for "balanced
programming") as well as some additional restrictions not
normally applicable to overwthemair breadcasters.(for
example, a ban on commercials) . ? |

For some time, the CRTC‘appeared to.embark on a policy

precluding ai&‘closedncirCuit FM services on cable television

.undertakinge, As part of its cable television regulations

and po]lolea, the Commission in late 1975 ruled that "closed
circuit audio services not authorized by the Commission for
carriage'by cable television licensees [would;have to] be
discont:‘gnuedo'f3 | :

Effectiﬁely, this meant(that, in conjuwction with the

CRTC's policy that "other means" should be found for the

dlStleULlon of such services (e.g., carrier current M

s> broadcasting), services using only cable were to be dlqconLLnued

entirely, In March of 1976, the CRTC issued an announcementv
exteading the deadline for the discontinuation of such

services until March of 1977, and another "extension" was
granted in 1977, Finally, in 1978, -the CRTC issued an
announcement extending indefinitely the deadline for compliance

("uhtil'further notice"); this announcement alluded»to'the

-fact that the proposed cessation of closed-circuit only

services "affected many ex1¢t1ng caosed 01rcu1t audlo services

involving ethnic and student programming services," aﬁd to the
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~fact that "few operators of such servicés-[had] found alter-

native meaﬁs to. distribute their broadéasts."“

The cther majof.development in the area of closed-.
circuit services has been the "digital‘informatign channel.,"
Digital informétion serViCes typically include weather
information, étock market information, airport arrival/
departure infofmation, news:(e.gu,.newswire service) and
possibly special community information. From théAsténdpoint
of the subscriber, a particular channel may be tﬁned*in to
prpvide one of the afotementioned‘services. Each service
cdnsiéts of a number of-printed.lines of information which is
usually presented in.a'"rélling? fashion (as the bottom line
diéappearé, all lines move down one and a new tdp line
appears). Each service consists aiﬁost entirely-of printed
wofds (with the poséibility of different solidwcoloﬁr back=-
grounds to provide some contrast), aithough some limitea
graphics capabilities may be possible.

In some major systems (e.g., Rogers Cable in>Toroﬁto),
each éf.these "services" occupiés a separate éhannei‘(usuallY~
a converter channel). On other systems; a numbei'of services
(e.qg. newé and ;weather) are combined on é single»c.hannela
In the case ofjsome companies (e.g., Rogers Cable in‘Torontof,
the provision of these "digital" services has.méan£>that most

of the available channels on the cable system have been "used

up." Each "service" (news, weather, etc.) is transmitted on

a.separate channel so that home viewers can receive the service

with no special decoding equipment. This, in many senses, is
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cabie spectrum} in that the actual inforﬁation
need only occupy a very limited bandwidfh‘in
the fﬁll TV-chénnei baﬁdwidth (6 mHz,) actually

will be discussed in more detail later.

Development of Non-Programming Services

the cable televisidn industry has always spoken

enthusiastically about the development of non-programming

services such as the "digital" services provided to a limited

extent already (albeit with some form of additional subscriber

payment) and sexvices such as burglar alarm services, there

are a number of pragmatic constraints on the development of

such services aside from the issues relating to regulatcry

restraints and competition from the common carriers.

Currently, there are a number of approvals which have

been granted by the CRTC.> These are outlined as follows:

1l. Grand River Cable TV (Cénadian Cablesystems) in

Kitchener, Ontario, is providing: (i) news, airport

and train schedules, TV listings and entertainment

information for consumers; (ii) cdmpany reports,

business headlines, stock trading data, etc. for

professional and institutional users.

2, London Cable TV (Canadian Cablesystems) is providing

fire and burglar alarm services.

3. Ottawa Cablevision is' providing services similar to

© Grand River Cable,above.'

These approvals follow a CRTC policy statement issued
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in June of 1978 indidaﬁing the CRTC would give "prompt énd
favourable consideration" to such applications.® -

Currently, there.aré a number of practical problems
assobiated with the prévision of theée sérvices.- If such
services are to be providéd on a subscriber~paYment basis
(i.e., not included as part of a basic service package), 
clearly the provisions of such services on reqular, unscrambled
television channels on cable will nok suffice, In addition,
such uses might preclﬁde the fuﬁure;a?ailability of services
such as pay television and/or CBC«Zland/or thé carriage of
Parliament in some centres in which the 36~channelAcapacity
of existing cable teéhnology woﬁld be fuliy utilized if a
single channel is provided forieach'"serviceﬂ"7

One solution to both problems is to use some form of
"frémemgrabbing".defice (the term "frame«building" is also
used) at the home. Thus, "special service" signals can be
sent via cable without using a full (regular) TV channel,
* and spectrum space can be preserved,' Approximately 100
digital services dﬁuld be accommédated on a single félevision
channel. Alternatively‘wm-and this.is a method currently
being employed in the cable industry® —- one might on a
limited basis insert information in the "vertical blanking"
porfion of a regular.TV channei.'

While this dees not affec£ the signal received on the
channel itself, it effectively uses the‘éhannél as a "carrier"
for additional information. In some ways, this usaqé is

‘analogous to the use of SCMO (auxilliary communications)
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channels On‘FM.Q~ an additional signal is broadcast as part
of the channel,‘but only those individﬁals wiﬁh speciai
receivers can obtain this signal.

The problem with "frame-grabbing" devices ;s their
expense, Typically, to prevent degradation of quality; it
is necessary to connect the decoder device directly to the.
“gunsﬂ of a colour television set. - Since most  subscribers
would be unwilling to submit fo cablé company éiterations
to theif{TV set (there might, additionally, be some legal
problems), this implies cable companies must-pfovide a
hpackége“ e both the ggggggg and the EX_ESE (the latter

could also be used for regular TV reception). Costs at this

point are prohibitive, The‘wholesale cost of a decoder,; in
U.S. funds, is approximately $1,000. An additional $100
would be required té modify a TV set. It is not clear'fhat;
given the cost of the decoder (pérhaps $1,500 all told) and
a colour TV set, that':ental could be provided for less than
$35 perx month, °

Much in the same manner that pay TV decoder cééfs have
declined dramaticélly in the past few years, one might expect
some improvements in the costs associated with digital de~
coders, But for‘fhe near future, the prospects are not very
favourable for the development of a profitable "supplementarj‘
service" package on cable. There is.also the issue of
technological standards (which frame-grabbing system will
develop as the industry standard?) which has created ah

amount of uncertainty which is, apparently, causing cable




157

operators to be quite hesitant before committing .large

amounts of money to such services.

But aside from the.eéonomic and téechnical problems
assdciatéd with non-programming services, there exists the
fundamental question-of whére these services will originate
from, and whethér a common-carrier type'arrangement will
evolve, Currently, the thinking in the cable industry seems
to be that, somehow, “free"‘éervices can be obtained, and
that the providers of these services will not insist\on‘a pefv
usexy charge, In some:cases -— such as newswi#e service
theré'might in fact be a charge, but this char§e is reasonably
unsubstantial and can be easily accommodated within the cable
company's operating budget. But what forms of expansibn'are
possible before softwafe providers begin to assess permuserv
chafges on cable Syﬁtem opérators? One might speculate, for
example, that the newswire ser&iées might, if cable operators
initiate a special charge for non~programming services, ask |
for a proportion of revenue far.in excess of that curreéently
demanded for the provision of se:&ice. Mdre importéﬁtly,
other specialized information providers might similarly wish
to assess "per-user! charges; this development would be
analogous to. that which is already occurring with.respect to
software provided for com?uter systems, and also parallels
deveiopmenﬁs in the area of copyright prptections policies
in the United States and to a lesser extent in Canédau

There is also some ambiguity in the cable television

industry regarding the role cable television operators are
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tonplay in'ﬁhe provision of Spécial non-programming serviéesA
of a "digiﬁal" nature. There is, Onthe ﬁand? the feeling
that cable operators themselves should not get involved-in
providing content to ény major degree (rather, tkat they
should seek out community sourééé, i.e. groups in the community
willing to provide services). Onxthe'other hand, there seéms
to be a presumption that commuﬁity groups will wiilinglj
provide these services'gzigéi to.the cable industry. Hence,
the issue of charge-back systems is largely ignbred. While

this may be true in certain limiting‘caseé, it is clear that

if there is to be a widespread development of digital services,

‘ultimately some form of payment to the sources of information

will be necessary.

Not all non—prqgramming_services which have‘been'
suggested to date, 5f course, involve the use of some form
of ﬁsoftware," Thus, the‘considérations which have been
nentioned above do not for the most part apply to serviéeé
such as burglar alarm serviées. In the:case of;these sOfﬁsvw‘
of services, one crucial consideration hQS‘beén the:ébilitYﬂﬁl;
of cable television systems to provide “reverse flowﬁjinfbrma;;i

tion movements. Traditionally, of course, cable television

- systems have been one-way systems'(feeding from a head'eﬁd:'

to subscribers). -While the txee-like nature of.cable systems .

‘has created certain technical noise problems (signal-to-

noise ratios in reverse direction are higher), the use of bi-
directional cable has become common in some Ontario cable

systeinsv Channels below channel 2 on the spectrum (labelled
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-T-2, T-3 , . . etc.) can be used if bi-directional amplifiers

are employed in the system.  Many currently available push-
pull amplifiers have the capaqity to.accept "plug-in. modules"
to haﬁdle réverée"direétion feeds, aithough in géné:al the
costs for constrﬁcting a system. based on £wo~wéy transmission
are somewhat hiéher than those of a simple, one~way system.
(The coSt, though, only increases in,terms'of ihcreasedf
amplifier cqsts; the physicai cable and trunk lines need not
be changed.) In ferms of‘services where the iﬁfbrmation can. .-

be transmitted from the home to the cable system in digital

form, the problem of "noise" is less bothersome,

A polling systém can be.established'at é qabie-head end.
which systématically scans the distfibutiop netwqu; With
each héme on a different freﬁuency (albeit a very.narrow,':‘
band@idth), some form of "addressability" is ultimately
poSsiblg, This basic principie could be used fOrfmeter‘
readiﬁg, burglar alarm services and/or pay televigion per-
program metering systems. Even revefsewdirection'video is
possible, although.the limited bandwidth currénfly available
for reverse-direction feéds~pu£s some constraint on such
options.'? o 5

The p:oblem with services involving reverse-direction
feeds is that the capital costs rélatéd to system ¢onstruction
increase (e.g., with the need‘to‘purchése bi-directional
amplifiers). The issue of whether or not regulaxr subscribers-

will end up subsidizing these services thus becomes important.
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3. The Problem of Allocatioﬁ_bf Costs
The major cbncérn?hhich hasfbeeﬁ‘raised by the CRTC
with respect to hbn«programming services is that such services_

-

not adversély jeopardize the provision of regular broadcast

1" on the surface, the suggestion that services

services.'
such as burglar alarm services orAweather.infdrmation on
cabléycould "harm" broadcastingA(orlprogramming) services
wouldAappear lﬁdicrousn There are, however, a number of-
imﬁortant matters.which nged to be considered, First, wnder
conditiéns of limited availability of‘cablé channels, such
services might iﬁdeed-prewempt potential broadcast services
(pay 1TV, CBC~2,_etc.j. Cable operators might, unless there
is a SPécific policy to the coﬁtrary,.simply refuse to carry
additional programming services, This possibility is, however,
remote, and the regulatory femedies are relatively simple,
Given the faét that cable operators will probably move to the
use of "framewgrabbing" equipment and other facilities using
very narxrow bandwidths on cable, the problem is mitigated |
severely,

The other difficulty arises from the use of revenues
generéted by cable subscribers in general to crcsé«subsidizev

"special services." This might occur under conditions in which

" gable television is rate regulated; in this situation, since

profits are limited, the firm's response to this limitation
is to typically attempt to maximize total. revenue.
Hence, cable operators would be little concerned about

whether a particular service "paid its way," but would be
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concerned solely with maximizing total revenue. - Non-

programming services could, indeed, operate at a loss, but

this loss could be offset by increases in rates for regular:

devised. The concern for cost separation has appeared in

current CRTC announcements regarding non-programming services, 2
While such a separation might be easy 1f incrémental costs

are conéidered alone, if a réasoﬁable allocation.is to-be

made for costs invdlving shared facilities (i.e., the cable
distribution system itself), a considerable amount of regulatory

-

difficulty might ensue,

4.: The Impact on Broadcaéting
The provision ¢of non-programming services might have no
immediate or even long-term impact dn programming‘(broédcast)
services in Canada. If, however, it is deemed desirable to
provide what are now over~the~air broadcast serVices‘via é
combinatién of “universal.cable" for most centres and direct

satellite broadcasting for residual remote areas not serviceable

via cable, then it would be very important, -as a part of a

broadcast policy'® to ensure that cable (broadcast) services
are provided as inexpensively as pbésible (i.e., are "access-
ible" to as many people as possible), This in turn.would
imply (i) that it would be Vitélly important to prevent cable
opefators from cross-—subsidizing cqmpetitive:SérviceS'such as

burglar alarm services from general subscriber revenues or

~even (ii) that it would be desirable to subsidize regular
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- "broadcast" services on cable from "special services." The

‘ultimate objective'would be. to provide those cable services

which are used to bring broadcast-style services to the

subscribei (or, at least Canadian broadcast-style éervices)
at»the lowest éost poséible._

If, in such an environment, the regulatibn of cable
television rates is left under pro&incialAcontrol, it is ﬁbt

clear that a policy of minimizing costs for broadcast service

subscribers would be met; clearly this would depend entirely

on the sorts of objectives provincial governments retain,

If, fbr example, a province desires to maximize competition
with a teiephone utility kthis would not be inconsistent with
théVobjectives-of_OntariQ or British Columbia), then it might
conceivably follow that the province woﬁld develop an incre-
mental pricing policy for "extra" services (i.e., the non-
prégramming services ére not fe@uired to pay for a proportion
ofl"common“ costs), to be iiléconéerned'with the concept of

cost separation, or even to permit cable operators to offer

‘such services at a loss -— at least on a temporary basis —

to facilitate competition over the long run. There is, of

course, no more of an a priori reason for assuming that the

e Bt £ g

provinces would thus cbnséiously defeat a federal policy aimed
at the ultimate development of a cable-satellite system than
there is such a reason for assuming the CRTC would act in a-

similar manner, But the federal government would no longex

have the power to control the price subscribers ultimately

pay for broadcast services via cable, and would have to trust ’
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to intermgovernmental negétiation the'iesolution of any
attendant problems,'" |

An alternative strategy for the federal government.would
be, of course, fo construct a broadcaét:sysfem based on_the‘
continued dominance of Qvefwthemair‘broédcasting'simply to
retain some element of "control" over the aegree'of univer-
sality (universal availabiiity) with which érogramming
("broadcast") services are érévided.(.It is not clear that
such a policy -~ formulated more in terms of retaining pcwef
in the face of inter«governmeﬁtal exchaﬁges of power £han in
ﬁerﬁs.of the development of a éystem (ox systems) which beét'
provides for the needs of the Canadiaﬁ people in.the face of
technological and cultural changeiwm would be desirable.

One final consideration might_pertain to thé fact that
even if cable rates (for'"basicﬁ prograﬁming-services) are

unreasonably high, the majority of households will nonetheless

‘subscribe due to the high.inelasticity of cable services.

" Currently, subscriber demand in most cable locations seems to

‘

be relatively inelastic and even relatiﬁely large rate
ihcreases have not seemed to have éﬁfedted the highipenef
tration rates -~ often in the oxder of 86 per cen£ — in most
areas of the country. Invthose centres‘where off-air signals
are not available (i.,e., microwave is ﬁsed) even higher cable
rate structures seem to have little impact on subscriber |
rates, élthough clearly there might at some extreme point be
finité limits on the rates Which could be charged. So, in

some senses, regardless of the rates charged, cable will be
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relatively uﬁiVersal, How~much‘perle'pay'might.thus be

conceived as a consumer rights issue  (i.,e., to what degree

do individual sﬁbscribgrs get dealt with‘fairly) WhiCh‘ié a
matter of 1bcal, rather than national concern.

Cértainly, if off-air reception is ﬁot avéilable.and
the only alternative to éablé is an expensive ($3QO~600)
satellite receiving antenna, an almost ldO pexr cent peneﬁration
rate for cable'might be prediéted; Whether the federal govern-
ment should be concerned with how fairly national services
are provided, i.e., at what cost, is rather fundamentai'to
the issue of nonnprogramming'servicési(and also that of content/
carriage separation) and.must, ultimately, form the 5asis of

one of a series of political decisions which needs to be made

vis-a-vis the division of power.
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ENDNOTES

!cf,, "Policies Respecting Broadcasting Recegiving

_Undertakings (Cable Television), 16 December 1975, The

CRTC's emphasis on the community channel, as demecnstrated by
licence renewal decisions admonishing llcensees to put "more
effort" into such facilities, seems not to be as pronounced

as it was in the earlier 1970's. :

2Cf., CRTC, "A Review of Certain Cable Telev151on
Programming Issues" (March, 1979), pp 2729,

3CRTC, "Policies Reepeutlng Broadcastlng Rece1v1ng
Undeltaklngs,' 16 December 1975,

“CRTC, "FM~Closed Circuit Audio Services on Cable .
Television," Public Announcement dated February 18, 1978,
Cf., also, announcement of same title dated March 24, 1976.

- SCRTC, “"Non Programm:ng Services by Cable Televmslon
Licensees," 25 March 1979. :

SCRTC, "Non Programmlng Sch1ces by Cable TeleV151on
Licensees," 6 June 1978, :

"While cable systems can accommodate as many as 40 .
channels if the "sub-low" spectrum 1s included, some channels
are normally reserved for bi-directional (reverse direction)
signals. Thus, 36 cHannels probably represents the limit of
exlsting coaxial cable technology. Of course, with fibre
optic technology, this situation would change immensely.-

There are, though, some problems which need to be solved
prior to the 1n@lementatlon of flbre-optlc technology, and the
current practice of cable companies is not to plan on the

*.use of fibre-optics for medium-range (up to 5 years) rep]acem

ment and upgrading programs.
®R.g. with the "Info-Text" system,

°If one assumes a $1,500 cost for decoder + TV set
modifications plus a $500 cost for a TV set, if a S-year
depreciation schedule is used, $35 would barely cover deprec-—
iation costs (including interest), let alone maintenance.
charges and let alone the cost of providing the actual
service., If an RF unit -— at approximately $100-200 — were
used the subscriber's TV set could be employed, but with some
degradation in quality. ' “

101 addltwon, due to the noise problem, reverse
dlrectlon TV might ultimately use FM modulation to improve
signal quality. Unfortunately, such modulation techniques
would use 14 mHz, per channel (vs, 6 mHz., for regular TV
channels) - displacing 2 regular TV channels.
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. Y!Cf,, CRTC announcement, "Non-~ Programming Serv1ces by
. Cable Television Licensees," 25 March- 1979

l2¢RTC, “Non~Programming Services," 26 March 1979,
pp. 4-5. ' ‘ '

137he term is used in a generic sense to refer to mass
audience prcgrammlng. : v

I“The .issue of the cost of cable- services is also related
to the type of regulation applied to cable rates. As will be
discussed in the section dealing with Content/Carriage separa-
tion, federal (CRTC) regulation has tended to permit cable
operators to operate with profit/equity ratios which are
guite hlgh This in turn has increased costs to the subscriber.
Some provinces have, in response, argued for ratemof—retutn_
style regulation; in this sense, provincial objectives would
be more compatible with a federal policy aimed at making cable
"universal” than would existing CRTC policies.
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I, -Contenﬁ/Carriage Separation

1. Content/Carriage as a Mechanism for
Dividing Authority '

One of the propoéed mechanisms for the division of
powers between the federal and provincial levels of govern-
ment in the area of communications is.that of splitting the -

field into two general areas, one concerned with content

and the other concerned with carriage in a manner analogous

to. that applied to telecommunications'common carriers. On

a pragmatic level, this distinction would give to the level of
authdrity controlling content rule-making,power in areas such
. as: cdntent quotas (Canadian content), requirements for
balance and.diversify,‘progrémming proﬁibitions;\commerdial
regulaﬁions and so on. Tﬁe ievel of authority related:to

iage would, in the instance of cable television, set

omes

carr

rates, determine franchises, provide assent for non-programming

services (e.g., burglar alarm systems). Somewhere between
these two levels of authority would lie issues such as channel
allocation priorities (presumably, one level of authority's

power could be over—~riding). The aqtual mechanisms by which

authority might be distributed are discussed in more depth
elsewhere in this feport. This section will, therefore,
confine itself to some of the social and economic, as opposed

to. legal issues related to such a potential division of power.

2, Political Acceptability
Tt should be noted from the onset that, if the federal’

government were to propose a division of powers in which it
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retained fuli and complete control over ggntént; and in which
it did:not delegate or otherwise pass on to the provinces
some portion of its ability to make rules respecting content,*
there can be’littie_assurancé that such a proposal.ﬁould be
accepted by the provinces as anything more than an intefim
measﬁre to be implemented pending a future division of powers
involving joint (or even sole-prévincial) occupancy.of-that
portion of the field related £o "content." | |

While Manitoba hasjsigned an agreement which in effect
affirmé a division of powers giving control over content to
the_féderal government and control over the carriage systems":
(in cable) to the pro?ince, it is by no means clear that other
provinces would be wiiling to accept a similar division. From
the étandpoint.of current policies and objectives,* minimally
Saskatchewan and Quebec would not, appérently, beiwilling-to
accede to the content/carriage pfoposalo Arising mostly
from stated provincial interests in the area of pay tele~
‘vmélon, one might also reasonably read into the current
situation an unw1lllngness to accept such a Qltuathﬁ on the

part of other provinces, such as Ontario and British Columbi.a.

3. Possibilities for the DlVlSion of
Responsibility 1n Cable

Aside from the issue of which level of government
controls what, there is some arguable merit to the concept
of attempting tobmake a divisién in the area of cable tele-

P ]

vision between content and carrlage As has been discussed
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‘elsewhere in this report, there is some possibility that an

increasing variety of signéls.goqld’be carried on a cable-
only basis due to a nﬁmber of factors related to broadcast
s?ectfum shortages, the development of new techhologies such
as Direct Broadcast Satellite, and the inherent technical
advantages of cable in urﬁan areaé'(zi§~arvis over-the-air
brbadcasting). Certainly, the cohéluéioﬁ regarding the
inevitability of "universal cable® (a cable“only environment
with no fegular ovérﬂtheﬂair broadcésﬁiﬁg) Qas replete with

a number of caveéts regarding the  likelihood that regular

-

over~the~air. broadcasting is likely to continue for some

time. But this doés not mitigate thé poséibilityAfhat a
large number of programming services ﬁight be provided uniquely
on cable. The»issue then becomes: -how>are these to be ‘
licensed? |

‘The current CRTC procedures fbr dealing wiﬁh the
carriage of various broadcast and nonmbrbadcast programming
services on cable are quite cumbersome (although admittedly
these are currently the sﬁbject of a review).~ A caﬁlé.licensee
holds a licence for the entire system and, as part of that
licence, receives sPecific permissions EoAcarryAspecified
channéls or services, Technically, a third party cannot
apply to have a programming sérvice cér:ied on cable unléss'
it is oﬁherWise licenSed~by the CRTC (e.g., owns a broadcast
transmitter). In.one‘instance -~ the eérly operation of TV
station CITY in Toronto - g»broa&castrtranSmiﬁter was

operated primarily to give the program agency (CITY) complete
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cdntrol and responsibility over its signal in a manner whigh.
would not have‘been possible if the signal were merely
distributed directly to cable compahies.‘»lronically, although
the‘logic of thé‘relationship between broadcaste}s and:cable
operators required the signal to first be broadcast through
the air (and then received for distribution by cable), under
special arrangements TV stations such as CITY feed their
signals directly to the cable companies in their community
to improve signal quality on cable. While CITY has since
acquired more powerfﬁl transmissioﬁ facilities.wﬁich indeed
service a large numbef of off~air viewers, in.the initiai_
operation of the_stafion, the tfansmitter was more of a
f;egalvfiction“.mm a device to:enable a third party to get-
licensed on cable systemé "m.than éﬁ important means of
signél tranémission{

This situation was paralleled with the development of

closed-circuit serwvices on cable FM.' The CRTC has been’

. wable, or unwilling, to provide separate licenses for groups”

running closed-circuit FM services on cable, thus leaving the

cable operator the bnly party able to apply for a licence

~and (presumably) holding ultimate responsibility'for'content.

As a means to circumvent this chain. of responsibility, some

student radio stations actually applied for "carrier current™.

licences.®. These carrier current licensees would then be

carried on cable, much in the same manner as regular FM,

licensees are., For a short period of time, the CRTC actually

attempted to induce closed-circuit cable FM undertakings to
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find some manner of getting liéénsed, and threatened to .
refusé.perﬁission for céblé‘cairiage'unless they were other-
wise licensed (either carrier current or low-power over-the-
air FM),*

'~ In a future environment oriented towards the use of

.cable to make up for the deficiencies of the broadcast

spectrum, the absence of any provision for separate 1icensing
of content (i.e., individual'cablé channels) bn cable tele““
vision.systems could lead to some rather absurd situations.
One @ight envisage the operation of a larger number of token,
low~§ower v transmitters which are run for tﬁe sole purpose

of giving their operators a licence to ensure carriage on

" cable (without any attendant responsibility falling in the

hands of the cable qperator).

Thus far, there has beeﬁ little pressure for a change in
the CRTC's peolicy. The‘CRTC'has more or less indicated that
cable~only programming sérvices shall be somewhat limited‘in'
nature and shall noﬁ, under any circumstances,;interfére
with or»dehigrate existing over-the-air broadéastfsér&icesvs_
It has, in shocrt, argued against the development of any major
progrémming service thus far on cable. And, pursuant to that
decision, the CRTC has deemed the'oWnership of cable under-

takings --- or the degree of concentration of ownership in the

industry -— as uaproblematic.® After all, if no major services

are to be provided on a cable-only basis (i.e., by cable
operators), why need one have the same concerns for “control' .

as one does in the regular broadcast sector?
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- The Commission, in confronting the futuréldevelOpmeht_

of pay television, circumvents the issue of the possible

. division of licensing between the hardware system and

programming channels on that system. In effect, cable
operatois are t§>be licensed as "local distributors" for a
nationally licensed pay-TV system. Licensing is thus retained
by the cable operator, but in the éense that (s)he merely |
retransmits a national feed, control is limited.

So with nationally llcensed systems, the problem might
ngt really arise untll local services develop, and the CRTC
has Aore or less iim;ted such local services to the community
channel (which by definition virtually requires economic
support by the cable operator) Eut, ujtimatelv, the

gquestion of what to do with respect to third partles and the

provision of cablemohly programming services will have to be

addressed as various factors extrinsic to the CRTC's "field
of vision9 enter the picture. One may, of‘cqurse, adopt
pollc1es contanInq the 'status quo by simply announ01ng that

'

cable operators will be left to decide which tvpes of proglame

ming services are to be provided and which are not, subject
possibly to some fegulatory restraint (elq,, balénce‘df
programming requirements, certain prohibitions, etQ.j. But
one may, from the standpoint of diversifyinq the control over
the mass media programming industry, find this sort of
"hegemony" undesirable when an alternative policy wm“licensinq

cable franchises and cable prog amm;ng channelq separately -

could be adopted,
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4, The Tradltlon of Hardware/Software
Integration in Canada

" The notion of hardware ownership oas alwa?s been tied
very closely to feéponéibility for content in Céﬁadian
electronic mass communications. The indiVidual licensee
operatlng a broadcastlng undertaklng has tradltlondlly been
held respon31ble for content under Lhe various requlatory |
agencies controlllng broadcastlng in Canada (the Canadian :
Radio Broadcasting Commission, the C.B.C., the Board of
Broadcast Governoré and, most recently, the C,RQT;CQ).' One

brlef eyceptlon - and this was only a parLWﬂl exception =

occurred during the 1920'8 when "phantom stations" opeoa+ed

during part of the day. That is, a partioular‘frequency was

used by more than one licensee, with each licensee operating

the frequency for a portion of the day. Some, but not all,

‘phantom licensees did not actually own their own broadcasting

transmitter, but rather leased it (say, from another licensee

. broadcasting on the same frequency at a different time of day).

Phantomn staﬁions disappeéred eaxly in the historyiof‘canadian
radio broadcasting,‘and since that time théte has been little
in the way of provision for.a separation' betwean oontrol over
the traﬁsmitting facility and control over content.,’

The licensee's responsibility over programming - and

hexr/his inability to pass on or delegate that ultimate

responsibility to other parties (even with régulatory permi.s-
sion) - 1is reflected not only in CRTC regulations, but also
in other statutes such as‘libel laws and contempt of court

proceedings.® This historical pattern closely linking owner-
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' ship of a broadcast- facility with full legal responsibility

for programming has not,.of'course,'been challenged or.
debated heavily because in many senses it upholds certain
propexty rights accruing to those who hold- broadcast licenses.

That is, the notion of respOnSlbllltY has in some senses

stlengthened the broadcaster's hand in denying individuals

- or groups other than himself access to his/her broadcast

transmitter. Of course, this "denial of access" is not

simply or necessarily a conSCious (conspiratorial) action,

but rather is implicit in the day-to-day functioning of
broadcasting undertakings, and in many senses complements

the traditional conception relating.the.holding of a broadcast
ligence to the ownership of a transmitter or, more generically,
the possession of the airwaves as a private (rather than a
public) commodity. |

Internationally, it is a common practice for countries

to divide responsibility over programming from responsibility

" for transmitting these programs. This occurs in Belgium,

Switzetland, France,; the Nétherlands, and Sweden° In all
instances, the state run transmission company (organization)
has a monopoly. In some cases Fw-qu., Sweden - a single,
monopoly programming agency proVidéé all progfamming. Thia
situation would be more analognus to the division of the CBC
into a progkamming and-a'hardware corpération than it wQuld
be to cable content/carriage diétinctions. On‘the other hand,;
the transmission companies in France and.the Netherlands

carry programming provided by a number of different agencies
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'(state or private) which have controeol over their programmihg.

In short, a hardware (transmission) monopoly need not imply

a monopoly over programming.

5. Cable Television Revenues

Control ovér the hardware aspect of cable distribution
systems is, among other things, control over the flow of
revenué in those systems. The CRTC has e#eréised‘contrél
over tﬁe flow of revenues in two senées: {a) it has put some
limits on the rates charged for cable services (and the
_Struéture of ratéé),.and (b) it has required that a cpﬁmunity'
channel be operated. |

Cable television is, rﬂetorical pronouncements of the
indﬁstry in the early 1970s notwithstanding, a monopoly
service, Uﬂder éituétions of relati?eiy.inelastic demand

and an absence of competition to restrain prices, classical

"public utility rate-of-return economics would demand that an

upper limit be placed on profits to protect the consymer and

~prevent a "net transfer of wealth" from the subscriber into

the cable operator's (theHinVestorfé) pogkéﬁ, That.is,

prices should be "fair and reasonable"‘(this terminology is
employed, in fact, in the revised Broadcast Act), and tradi-
tionally this has come to mean that the rate of return should
be equivalent to the "cost of capital." In other words, an
organization should be ailowed profit levels sufficient to

attract capital to maintain, (and improve as necessary) - the

‘operation, but no more ({any additional profits would be
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‘uthSirable "excess profifs"), The classical model éssumes,’
howeVer,.that there are no other underlying public interest
conéideraﬁions. Clearly,.makiﬁg cable operators rich would
- not be an example of an funderlying public interest consider-
ation," |

- The CRTC has implicitly argued, though, that merely
providing existing cable service for the best possible price_
to subscribers is insufficient. There are, in other words,
underlying. public interest considerations related to the
protection of the existing offmaii»broadcast sysﬁem which
Weiqht against the "bestepricewto~sﬁbscribers" model.
Unfortunately, the CRTC has done little. to spécify'what‘these
‘other considerations (which argue against rate-of-return
regulation) are, and how they might be:met. The CRTC did,
for exémple, attempt‘to convince cable operators to spend
10 per cent of their révenue on the community channél.1§

But this policy could have been enacted simply on the basis

of a regulatory requirement if the CRTC had control over all

. . :
aspects of cable. The use of cable rate increases as "carrots"

to induceicable operators to spend more on the community
channel is an inherently inefficient mechanism for directing
the flow of revenue in the cable industry towards certain
"public" (programming) objectives, .Suéh inducements are
incredibly inefficient, and require the public to bear not
only the cost of programming itself (a reasonable burden
given the fact that the oﬁtcome iS»presumably of public

benefit) but also increases in profits above a reasonable
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rate. of return.
" There is, no doubt, a considerable amount of'provincial

criticism possible with respect to the manner in which the

CRTC has set rates. The problem, from the standpoint of the

CRTC (aside from an archaic attachment to the notion that in
the spirit of free enterprise cable entrepreneurs need not

be subject to rate—~of-return regulation), is that its
influence over cable systems is politically and perhaps
legally disputatious. This implies that, for a given action,

there is a need to incur additional costs in terms of “"payoffs!

to certain actors to preclude legal "end-runs" which might in

the end be of greater public harm than the short~term excess

profits accruing to cable opérators.

How well is the cable industry doing with respect to

rates of return? ngglgted utilities in 1978 made rates of

. return, before tax; on invested capital in the order of 13

per cent.'! For example, Bell Canada made a rate of»retufn
of 13 4 per cent.!? In terms of after-tax returns to share-
holder equity (after-tax profits lelaed by ethuY), Bell
Canada earned a 12.1 per cent ploflt B

In the cable industry, figures for 1978 are not avail-~
able, but in 1977, the industry as a whélé acfoss‘Canada
achieved an after~tax profit to equity ratio of 22,17 per
cent.!?® THe high proportion of retained earnings in the
sha#eholdér equity computations fér-the cable industry suggest
that the 22 per cent figufe.may unders tate the effectlve

return investors are achieving. (On the other hanq, the ratio
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-0of sharéholder investments to after-tax profits ~-58,57 per

cent - clearly overstates~the~ie§el‘of effective return).
In comparison'to other utilities; cable operatcfs seemed to
have véry low equity/debt ratios; énd in effect seemed to.
have funded system expansion not from increased in&estment
but rather froh subscriber revenues - (driving up costs some-
what). But aside from this considération, simply comparing
the cable profit/eguitylratikoith that in other regulated
industries suggests that profit levels are indeed above the
raté of return needed to secure investment. Across Canada,
iﬁ l§77, the before-tax rate of return expressed as a pro-
portion of ne£ assets of cable_companies (invested capital)
was 24.71 per cent, and 28.53 ‘per cent for the 25 larxgest
cable operations (éomprising about 50 per cent of the revenue
in the industry). |

It must be remembered, in discussing these figﬁres,

that a number of nascent systems are in temporary "no profit"

* positions (having only recently completed construction) ;

thus the figure for larger cable systems is pfobablf ﬁore'

indicative of the actual rate of return the .industry is

" experiencing. In British Columbia, where construction is

minimal and penetration rates are high; the rate of return
(after tax) on shareholdex equify'was 34 per~cént in-l977,'.
with the ratio of before~tax profits to net assets being 28
pexr cent, Historicall?, the profit ratios for'the cable .
industry appear in 1977 to pe better than previous years,

although profits have'alwaYs been consistently higher than \
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what would appear to be the cost of capital. ~ The following

By

figures, for the years 1972-1977, provide some indication of
how well cable operators have done in the 1970's:'*
(Before tax profits

, 4+ interest costs)/ (After tax profit)/
Year S net assets ’

Year ‘ shareholder equity
1972 19,15% | 18,562
.1973 (data not évailable)
1974 22,933 i 17.48%
13875 22,38% ' 16.20%
- 1976 | . 23.38% . 16.76%

1977 - 24,71% - 22.17%

It must be emphasized that there are alternative methods

1

for computing "rates of return," and the methods chosen above

“are by no means beyond dispute. But in the case of the 1977

figures, some means of comparison is. provided (between tele-
phone ﬁtilities‘and cable), §nd the data can be compared

within the cable industry from year to year., Iﬂfis_interesting
to note that, since the CRTC's active involvement ingatee
éetting, {after 1974) there seems to have been little net
effect on profit‘levels, althoﬁgh comparisons are'difficult

as small increases or decreases might be attributable to the

impact of inflation or changes in interest rates (cost of

~capital).

There might well be, then, an argument for the position

that, under provincial control, tighter rate regulation might

- be achieved. This tightex regulatioﬁ, if implemented, would.
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minimally provide some benefitS'to;subscribers (in the form
of lower rates). The issue of greatér impprtance, though,
is how cable revenues.qnder such a division might be channelled
into the development of Canadian . programming. Certainly, very_
.littlelis éurrently spent by cable operators in. the way of
contributions to Canadian programmingv(either directly or
indirectly). In 1977, about 7 per cent of all revenue»was
diverted into‘“prpgramminé," ﬁostly in terms of the community .
channel.  And the impact of such expenditures may indeed Ee--
questionable (i;e.; it is uncieér that the removal of this
expeﬁditure would beihigbly deleterious, althqugh this may be
a_métter of some controveisy);

So the a:gument for p:ov1nc%al cont?ol reétated, is
fhat there is currently very llttle in the way of payoffo”
from.the cable industry which would justify the higher
subscriber costs imposed_by~virtﬁe of extraordinaxrily high
rates of return in the cable industry. Under provincial
* control, these rates of return could be more @ffectlvely
controlled (this, though, is a legal questlon), so there wou]d
at least be somelnet benefits to subscribers in the form of
lower rates. And, indeed, if the 19;62 per cent of cable
revenues which now takes the form of profit were redﬁced'to
nge the cable industry a rate of return on equlty more in
line w1th other regulated 1ndustr¢es (Wlth some allowance
for small size) , there would be some reduction in cable rates:
a.$6,00 cable monthly charge would perhaps drop tb $5.50~$.75.

Still, the guestion. of how to channel money into programming



181

‘remains more open than ever,

6. PFunding Programming: 7SQme Structural
Considerations’

By giving up contrel over carriage (and, at least in a
direct sense, cable rates), the federal government need not

preclude thé~possibility of using cable to proVide funds for

-~pfogramming° One machanism is suggested by the current

arrangements the CBC is attempting'to-negotiate with cable
operators with re$pect to CBC-2, That is, c¢able operators
ade being asked to pay $1 per month pér subscriber for CBC-2

service. Under its résponsibility for content, the federal

government could insist that CBC-2 be carried; implicit in

this would be the transfer of funds to cover the coét of
préviding the servicg..

Such a "compuisory carriage" situation may not, of
cburse; be completely acceptable bn the part of all provinces.
Some provihces may wish to retain control ovér-ﬁhe types of
siénals carried~mm although such arrangementsgare>qo'longer
in the context of a simple content-carriage arrangement. But
one could extend the ﬁcentrél prOgr;mming aﬁthoriﬁy” concept
further‘ﬁo incorporate situations in which there is a faif'
degree of provincial decision-making with respect to whaf
channels are carried,

One option for the federal government would be toA
exercise control éver content,; and to some extent reveﬁues

devoted to content, from the standpoint of the control over
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‘ imported programming,

A Céntral_(federal) agency, ésla monopoly buyer of.U;S.
programming (either individﬁal programé of entire network/
superstation signalsj, could, in exchange for providing U.S.‘
programming‘to cable systems,réxtraét a fee which would cover
notionly the costs of those programs (plus administrative
costs for the agency), but a;so provide funds for tﬁe develop=
ment of Canadian programming. Programs might, for’example,.
be available only as a package (e.g. to get U.S, progréms
one must carry CBC~2). It is beyqnd the intended scope of
fhis reédrt to evaluate thé different structural meqhahisms
which cduld be employed (Crown corporation? Pfivate/public
consortium of broadgasters, artists, etc,? Integrated.into
a national pay~TV structure, or separate from it?). And, it
might be.worthwhile‘to undertake special studies with
respect to a number of problem afeas:

(a) How feasible isiit for the:federal'government to
prohibit direct reception by cable systems of U.S.
direct satellite broadcasté? |

~(b) Could.régulations be_enacﬁedS(in much the'same

manner as one imposés customs dutigs)wrestricting
the flow of prégrams across the border (i.e., to
make federal control over the inflow of U.S.
programming indépendent of federal controi'over the
systems. through whidh this'prqgramming would
ultimately be transmitted)?

Again, in light of the large number of existing reports
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which discués the issue of the purchase of Américan program-l_
ming and the role of pay teleViSién and which make structural
recommendaﬁions, there is no intent here to add a "proposed
model" to thosé already existing. Rather, it appears at ﬁhis
point .as if there might minimally be some optioné for federal
control over thé'flpw of revenue thréugh’the cablé'industry_‘
whi&h could be-employed-irrespective of the degree of
authority over carriagé (cablé.rates) or even content (at

least on some levels) granted to the provinces,
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ENDNOTES-

lpor that matter, a content/carriage division giving
the federal government full control over content may involve
more than just the retention of existing powers. In some
senses — certain types of pay TV undertaklngs -w the federal
government may be implicitly proposing the removal of powers
over intra=-provincial undertakings from the prov1nces. This

" matter has not, of course, been completely resolved in a

constitutional sense, and the reader 1is referred to the

_chapters dealing with these matters for an elaboration of

these 1ssues.

2mhe reader is referred to the chapter concerning

" federal and provincial objectives..

SCarrier current technology uses the electrical utility's
lines as a "cable" of sorts, and has a limited rauge of not

: moxe than one city block in most instances.

*For a fuller discussion of this problem, and a listing
of relevant CRTC notices, refer to the section dealing with
non-programming services. One of the prob]ems with forcing
cable- only audio operaLLOns to use carrier current, for
examp]e, is that carrier current transmitters can be quite
expensive, This problem threatened to force some student and
community cable-only operations off the air before the CRTC
decided to defer implementation of its policy.

Scf,, CRTC, Some Cable Television Proéramminq Igsues
(1979). _

SRefer to the section of this report dedllng wah
ownership trends in the private sector.

“The content/carriage separation implied in the
opelatlon of phantom stations was not complete. For a
discussion of these stations, cf., Frank Peers, The Politics
of Canadian Broadcasting (University of Torento Press, 1969),
pp. 17 ff. » : »

8Cf,, Wilfred Kesterton, The Law and the Press in Canada .

(McClelland and Stewart, 1976). Also, S. Adam, JOULnaIJsm,
Communication and the Law (McGraw-Hill, 1973).

°In the special case of Bxltann, the IBA both regulates
independent television companies and provides the transmission
facilities for them. Since the regulation aspect of the IBA's
function is not a.day-to-~day management (or legal respon-
sibility) function, one might add Britain to the list of
countries insofar as private broadcasting is concerned.

1°Cfnr CRTC, Policies Respecting Broadcasting Receiving -

"Undertakings (Cable Television), 16 December 1875, pp. 3-7.
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lgource of all comparative rate of return data for

. public utilities: The Financial Post 1979 Ranking of

Canada's 500 Largest Companles, June 16, 1979.

12ceteris paribus, it might bée argued that smaller
companies need a higher rate of return to cover higher

~ interest costs. This difference, however, 1is unlikely to be
more than a couple of percentage points.

13g0urce of all cable data: Statistics Canada, Cable
Television, 1977, Cat. 56-205. '

l4gource: Statistics Canada, Cable 1elev1Slon, 1972{
1974; 1975; 1976 1977 (Cat. 56~ 205) o



